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Long-awaited rules
on COBRA are issued

By JERRY GEISEL

WASHINGTON-Nearly 13 years
after Congress passed legislation
requiring employers to extend 4
health care coverage to former em-
ployees and their dependents, fed-
eral regulators finally are provid-
ing answers to the myriad ques-
tions employers and others have
raised about COBRA.

Long-awaited Internal Revenue Service
regulations published last week provide, in
many cases, the guidance that employers
have sought ever since the Consolidated
Omnibus Budget Reconciliation Act was
passed in April 1986.

Benefits experts say the IRS, for the most
part, has done a good job of clarifying gray
areas of the law.

"I think companies will find this to be
very useful guidance," said Henry Saveth,

an attorney with William M.
Mercer Inc. in New York.

"This clarifies a lot of issues

that had been outstanding," said
Michael Thompson, a managing
director at Pricewaterhouse-

4 Coopers in New York.
The range of issues dealt with

in the IRS regulations is sweep-
ing and includes:

• How long an employer must extend CO-
BRA when an individual experiences more
than one event that would qualify him or
her for COBRA coverage.

• Whether an employer must give an em-
ployee the opportunity to decline non-core
health care benefits, such as dental and vi-

sion care, from a COBRA benefits package.
• Whether COBRA coverage can be de-

nied to individuals who already have other
group coverage, such as through a spouse or

See COBRA on page 4

to buy GRE
U.S. units to be sold to Liberty Mutual

By EDWIN UNSWORTH

LONDON-AXA Group's successful bid
to acquire Guardian Royal Exchange PLC.
will make the French company one of the
largest U.K. multiline insurers.

The proposed £3.45 billion ($5.66 billion)
acquisition also will make AXA the largest

AXA expands
its global

.Wh
Year

1999

1997

1996

1996

1995

1995

1994

Company < :, Country

GRE , ' « U.K.

Banco Bilbao Vizcaya Spain I

Union des Assurances

des Paris France I

Compagnie du Midi France

Abeille Reassurances France

National Mutual Life

Assn. of Australasia Australia

The Equitable Cos. U.S.

multiline insurer in Ireland and boost its

stature in the German property/casualty
market.

David Gamble, executive director of the
Assn. of Insurance & Risk Managers, said
U.K. risk managers are unlikely to have any
concerns about the merger.

"It appears it's a very good fit by all ac-
counts. ...It's obviously going to remain a
strong U.K. insurer; it's just going to bolster
the position of AXA within the U.K., and
they're a very reputable company," he said.

As part of the deal, AXA will sell GRE's
operations in the United States to Liberty
Mutual Insurance Co. for $1.47 billion. Ex-
ecutives of the French insurer stressed that

it remains interested in U.S. expansion.
AXA Senior Executive Vp Henri de Cas-

tries said in London that GRE's U.S. units

are being resold because they represent a
niche business, and "the scale of it was not

sufficient to give us significant and
sustainable advantage in the U.S."

He said AXA's often-stated strategy-to
achieve a leading position in its chosen
markets, including Europe. parts of the Far
East and the United States-remains intact.

AXA's bid for London-based Guardian

Royal Exchange beat offers from Royal &
SunAlliance Insurance Group P.L.C. and Eu-

See AXA on page 23
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Updates

New employer group seeking
broad Y2K liability reforms

WASHINGTON-A broad-based employ-
er group wants Congress to enact an expan-
sive array of liability reforms to encourage
businesses to deal with the year 2000 com-
puter problem quickly and to avoid a flood of
Y2K-related litigation.

The Washington-based Y2K Industry
Working Group, which includes the Ameri-
can Insurance Assn., the National Assn. of
Manufacturers and the U.S. Chamber of

Commerce, offered a "consensus package" of
Y2K-related legal changes last week. The

See Updates on nezt page
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Punitive damages
tax break targeted

By AMANDA MILLIGAN

WASHINGTON-A proposal that would pro-
hibit the tax deductibility of punitive damages
paid to plaintiffs in civil suits has raised con-
cerns among risk managers, insurers and attor-

neys.

This proposal, announced last week as part of
an explanation of the Department of the Trea-
sury's revenue proposals, would, in effect, penal-
ize the defendant in a civil case twice, legal and
risk management sources say. But speculation is
mixed on how the proposal, if enacted, would af-
feet insurance premiums and the propensity of
companies to settle civil lawsuits.

The proposed budget also calls for the rein-
statement of two Superfund taxes and a pro-

PHOTO: NEWSMAKERS

President Clinton unveiled his

2000 budget last week.

COLI tax benefits

would be curbed
By ROSEANNE

WHITE

WASHINGTON-The

Clinton administration's

budget proposal includes
a rule change that would
raise the cost of carrying
corporate-owned life in-
surance, which many

businesses use to fund

benefits.

The proposed fiscal year
2000 budget includes a
COLI rule modification

that appeared in the 1999
budget proposal.

Under current law, cor-
porations that hold cash
value life insurance poli-
cies on officers, directors,
employees or those own-
ing 20% of the business
are exempt from a prora-
tion rule that would re-

duce their tax deductions

on the interest they pay
on debt. The budget pro-
posal would remove the
exemption, meaning that

a company with COLI
policies would lose inter-
est deductions in propor-
tion to the amount of cash

value life insurance the

company holds compared
with its assets.

The proposal "has the
potential to cause huge
problems for certain com-
panies," said Jim Hess,
vp/managing actuary for
ASA Inc. in Somerset,
N.J.

See Budget on page 6

Lower liability outlay
cut cost of risk: Study
By MICHAEL BRADFORD

Risk managers are enjoy-
ing a steadily falling cost of
risk, made lower in 1997, in
part, by a significant drop
in liability costs, according
toanew survey.

The 1998 RIMS Bench-

mark Survey, released last
week, found the cost of risk
averaged $5.25 for every
$1,000 of revenue in 1997,

the last year for which com-
plete data is available.
That's down from $5.70 the

year before,
and it marks a

drop of 37%
from $8.30 in
1992, when the
cost of risk be-

gan its five-
year decline.

The survey, which was
conducted by the Risk & In-
surance Management Soci-
ety Inc. and Ernst & Young
L.L.P., replaces RIMS' an-
nual Cost of Risk Survey.

The new survey shows
that in 1997, property costs

were down as well but

workers compensation costs
edged up slightly. And the
report indicates that risk
managers had a little more
money in their budgets in
1997.

While it is not precisely
comparable to last year's
Cost of Risk Survey, th€
Benchmark Survey does
give a fair comparison
when stacked up against
prior year's findings, ac-
cording to James Blinn

See Risk on page 26
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Updates
Group wants Y2K measures State high cou rt hears case
Cont:nued from page 1

package, which the group has dubbed the "Year 2000 Fairness and on CIGNA's restructuringResponsibility Act," calls for, among other things
• Requiring potential plaintiffs to give potential defendants 30 days'

notice of a YZK problem Defendants that chose to try to bx the prob- By DAVE LENCKUS without relying on the report? told the state's high court that the
lem would have 60 days m which to do so before a suit could be filed In the latest legal clash over Judge's suggested alternatives

• Encouraging parties to take their disputes to some type of alter- PHILADELPHIA-Does a for- CIGNA's 1996 restructuring, would be inadequate protection
native dispute resolution forum first before filing suits m court mer Pennsylvania insurance regu- Pennsylvania Supreme Court Jus- foi CIGNA policyholders --

• Eliminating joint and several liability in Y2K-related cases by lator's reliance on a confidential tice Ralph J Cappy last week sug- At the same Feb 1 hearing in a
holdrng defendants responsible for only their portion of fault actuarial report in approving gested that either of those alter- packed courtroom, an attorney for

•Limiting punitive damages to the greater of $250,000 or three CIGNA Corp 's restzucturing of natives to new trial-like hearings the Pennsylvania Insurance De-
times actual damages, with punitive damages for businesses with few- its property/casualty operations would be a more expedlent way to paitment argued that state law
er than 25 employees being limited to the lesser of the two amounts necessitate new trial-like hearings resolve the pi otracted legal battle does not provide the plan's oppo-

• Capprng lawyers fees in Y2K-related cases to $1,000 an hour on the transaction? over the transaction nents the right to trial-like hear-
• Requiring Y2K-related cases to be filed m federal, rather than Would a more -businesslike ap- Opponents of the restructuring ings Granting those hearings

state, courts proach" be to either disclose the long have sought access to the ac- would both "wreak havoc" with
The package was released as Congress prepared to begin hearings report to opponents of the re- tuarial report on the financial the insuIance Iegulatory process

on various Y2K liability relief bills For example, Senate Commerce structuring or order the state's strength of CIGNA's new runoff and circumvent the unique state
Committee Chairman John McCain, R-Ariz, has scheduled a hearing current insurance commissioner operation for long-tail liabilities corporate division statute under
on his bill for Tuesday to again review the transaction But, an attorney for the opponents See CIGNA on page 21

Male plaintiff wins FMLA case
BALTIMORE-A jury awarded a Maryland State Police trooper

Ex.UFG onicials convicted
$375,000 in compensatory damages last week for emotional distress
in a landmark case that found the plaintiff was denied parental leave Premiums and premium loans were embenled to help brokerunder the federal Family and Meacal Leave Act because of his gen-
der By DOUGLAS McLEOD Pi osecutors charged, among other things, that the

The rullng is the first involving gender issues and the FMLA, the foul men plotted to ease UFG's mounting financial
trooper's lawyer said NEW YORK-Three former officials of bankrupt woes by creating phony premium finance contracts

A civil compliant filed by the American Civil Liberties Union broker Underwriters Financial Group Inc conspiI ed in the names of unwitting clients and using the $12 7
against six defendants, including the state of Maryland and five mem- to embezzle millions of dollars of client premiums million in proceeds to prop up UFG's operations and
bers of the Maryland State Police, alleged that Kevin Knussman's and defraud several premium finance companies of falsify ltS Securities and Exchange Commission fil-
nghts of equal protection and medical leave were violated millions more in an attempt to keep the brokerage ings

In 1994, Mr Knussman asked to take leave from work to care for afloat, a federal lury has found "There's no dispute here that UFG cooked the
his newborn daughter because his wife experienced complications A jury last week convicted former UFG Chairman books," Assistant U S Attorney Robert E Rice ar-
from the birth Mr Knussman, who had worked for the Maryland Donald Ferrarini, foimer Executive Vp Biuno Ru- gued during the tnal "Donald Ferraimi knew about
State Police for more than 20 years, was told he coulcin't take the 30 mignani and UFG consultant Everett Vieira on a va- lt and signed eveiy one of those (SEC filings) and
days' leave granted to primary caregivers because he was male and riety of charges stemming from the broker's 1995 col- knew all about the fraud from top to bottom "
therefore unable to be the child's primary caregiver, the complaint lapse The jury retuIned ltS verdict last Wednesday after
stated He was allowed 10 days' leave as secondary caregiver A foursh defendant, A Michael Kagan, a former se- thIee days of deliberations and a four-week trial that

The defendants were found liable in the Maryland federal district nior vp of one of the defrauded premium finance saw a parade of former UFG employees and clients
court for sex discrimination and violation of the FMLA, said Sara companies, also was convicted of aiding the scheme testify against the defendants
Mandelbaum, the ACLU Women's Rights Project attorney who rep- and taking kickbacks from UFG for nis help See UFG on page 22
resented Mr Knussman

TOPS Insurance liquidated New effort on standards
Benefit system

HAMILTON, Bermuda-TOPS Insurance Ltd, an energy industry
mutual set up to provide high-excess property coverage, is being liq-
uidated because demand for its coverage has diminished Working together listings due

TOPS, which is an affiliate of Oll Insurance Ltd, was set up in 1993
to cover total losses like the Piper Alpha 011 rig loss in 1988, which
cost insurers more than $2 bilhon On 6 report cards' Busmess Insurance wall pubhsh

its annual Directory of Employee
"The need for high excess limits to cover very large offshore struc- Benefit Information and Commum-

tures has been diminished by technological progress In addition, eaton Systems on March 1
the commercial market today provides more than sufficient capacity By ROBERT KAZEL dards for their respective quality The directory combines the for-
at very competitive rates," said Jon R King, president and chief ex- measurement programs These mer employee benefit information
ecutive officer of 011 and TOPS Benefit managers and employ- programs now operate indepen- directory with the employee benefit

TOPS has 16 shareholder policyholders and covers more than 50 ees will be able to bet:er Judge the dently, leading to duplicated ef- communication system listings
offshore platforms, primarily in the North Sea quality of health plans, hospitals forts and complaints from To be hsted, companies must pro-

and even individual physicians if providers that data now iequired duce and supply software products
TPA settles with county a new performance measurement by numerous accreditation pro- to benefit personnel for the purpose

council realizes its goals grams is being analyzed different- of administenng or communicating
MINEOLA, NY -A health plan administrator will pay Nassau If so, workers and plan sponsors ly their own benefit plans However,

County $16 million to settle a suit over the TPA's handling of the may eventually gain access to "re- The three organizations' Per- software products hsted must not be
county's medical plan port card" ratings on medical formance Measurement Coordi- dependent on additional services of-

The TPA, Benefit Plan Administrators Inc of Melville, NY, began providers that surpass the com- nating Council, formed last fered by your organization
administering the plan for the county's employees after Nassau Coun- parative data that lS available to- year, will find ways to obtain There is no charge to be mcluded
ty left an insured statewide health system and became self-insured day common performance data more If your company meets the require-

But when medical costs exceeded those previously expenenced by The 15-member council, a joint economically and efficiently than ments and has not received a ques-
the county, it sued BPA The settlement resolves that suit effort of the National Committee ltS members could do individual- tionnaire, please request one from

The settlement "will assure that Nassau County employees, retirees for Quality Assurance, the Joint ly Assistant Directory Editor John
and their dependents contmue to receive uninterrupted coverage and Commission on Accreditation of "There's no use wasting mon- Keagy at 312-649-5313 or pnnt a
reasonably and fairly protects the taxpayers," county Presiding Offi- Healthcare Organizations, and the ey," said Maigaret E O'Kane, copy from Bfs home page at
cer Bruce Blakeman said In a written statement American Medical Assn, last president of NCQA "This is an www busmessinsurance com/maga-

BPA also will pay the county up to $150,000 to cover costs for the month announced that the three expensive proposition, to do per- zlne/directones html
Investigation groups would combine their ex- formance measures " Completed questionnalres must

James Penmngton, president and chief executive officer of BPA, de- pertise to develop common stan- See PMCC on page 16 be receivedby Feb 11
med any wrongdoing by his company but said the county did not ful-
ly understand the fmancial nsks of becoming self-msured Inside

"We think it was in the best interests of the county and the best in-
terests of our company for them to return back to a fully insured at-
mosphere," Mr Pennington said • The Occupational Safety and Healtn Administration is For the Recorrl 19

BPA, a wholly owned subsidiary of USI Insurance Services Corp, once again headed down the wrong path with Its draft Global Briek ..17
the San Francisco-based broker and TPA, wnll continue to administer ergonomics standard, this week's editorial says PAGE 8 Insurance Services Guide 16
the county's plan until a new one is selected or it returns to the state International 17
plan • According to a new survey, retention and recruitment are Letters ....8

See Updates on page 22 two reasons employers offer work/life benefits PAGE 10 Ticker 99

Errors & omissions • Lloyd's of London is looking to cast Its net wider to catch
new bistness, and reducing business costs is a major
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Benefit plans in need Sara Lee covered

of updating: Survey for listeria claims
By GAVIN SOUTER willing to accept links between bene- Class-action suit and individual suit filed

fits-including retirement benefits-and
Employers in the United States and the overall performance of their compa- By ROBERT KAZEL and took a $76 million pretax charge on its

several other countries need to review nies Yet few companies structure their second-quarter earnings to co, er recall-re-
their benefit plans if they want to meet programs this way, the survey said. CHICAGO-Sara Lee Corp has liability lated costs The company's sec ond quarter
the expectations of their employees, ac- "Many companies are discovering that coverage for claims that may arise out of its concluded Dec 26, 1998
cording to a new survey the loose patchwork of benefits, com- massive recall of hot dogs and other pack- Listeria bacteria can cause severe Illness-

Current benefit programs at compa- pensation, training and other programs aged lunch meats linked to the potentially es, such as meningltls, in people with weak
nies in North America, Europe and Latin created at different times for differing deadly listeria bacteria immune systems, including the elderly,
America often do not meet the changing purposes does little to support a perfor- The Chicago-based manufacturer has lia- See Sara Lee on next page
needs and desires of managers or work- mance-based deal with employees," said bility coverage for claims filed in connec-
ers, according to the survey by Towers Emmett Seaborn, a principal at Towers tion with cases of listeriosis associated with
Perrin Pemn in Stamford, Conn products shipped from its Zeeland, Mich, CBm,k

The survey also found that nearly half The telephone survey of 850 managers processing plant, a corporate spokeswoman /m//199

Tocurconsurn,mand uad cuilomr.of the employees surveyed would be See Benefits on page 14 said last week No further coverage details
On ExhaU ot Sara Lee .Orporatiori and c 811 MAI Fo© 5.tivion we wsh to r,n,8 oui ince.

were available CZZ,S=25%1=7*1%NIrLIS,CY::*tri
A suit seeking class-action status for vic- of thew producs from 5,0/es. foodien'Imitel,and hcn,cs,/0 1 thee,untr'

1%%, deeply resrrt tht, sltuat,KMI: and - ¢cmt.nue to nuk4 Ehe sate•

tims of the bacteria already has been filed, uts our number-e priori. PleaM know.1 -re *'
r u. tul led. lo the decis,on to annoL.e a recall.

and the first individual wrongful death suit k.- - ..ght  was Im» nt o,emind <m,yon
opmton ronsumenand othen,hoarr a.atur withcs pri

arising out of the allegedly tainted hot dogs nut » why m. pubt"ins# remln- loday

was filed last week
1&

\
E5551 hlihillildi

Eleven adult deaths and five miscarriages

j
have occurred allegedly as a result of con-
suming tainted Sara Lee lunch meats, a
spokesman for the U S Centers for Disease ahouid be...rded or re.rned to g™ccry 8 /.-

re/Ad Uyouhmvelounc p,odumwll,/Ublt_0

4, 26 i  28 32 Control and Prevention said More than 70 prod*ts. Dinri thern orfeturn themt

23 L t
wdlbe/%·ena fultrefun1

61 33 7
instances of death or illness have occurred

MZ:ttl.52.1,--r#%:.:12:rt'in 14 states, he said *or,w strarn ..slria an .use 11*enc .toch affect

2 8,
newborns and divtdtub wlth wea.ne Wambune sy

The meat, all of which was processed by
44 44 1//u lube/ay///tion, alitther///U / ou, prdurli

42 » 39 Sara Lee's Bil Mar Foods unit, was volun- 1-BOO-2/7-6

4 SIL
tanly pulled from stores last Decernber ln ;55,2-..2=*/9.947..al"AME'vi:"..-

2,06'11
what the company said would amount to a

total recall of "a little less than 15 million *,4 4._ cES+F-
pounds," the Sara Lee spokeswoman said
The meats have been sold under numerous Sara Lee Corp. expresses thanks for the

e,'qp /5. . brand names swift response to its voluntary recall of
. Sara Lee does not have recall insurance hot dogs and packaged meat products.

...

-1 - 36«ze. 4 -- - GRAPHIC BY JOHN HALL Business is urged
Internet risks blossom to fight mandates

By MARK A. HOFMANN Business

for banks, customers Mr Isakowitz spoke on behalf of the
WASHINGTON-The business com- employer-backed Health Benefits Coah-

munity must stick together and get in- tion during a discussion of health care
volved in the legislative process if it legislation at the Council of Insurance

By RODD ZOLKOS without making security cumber- hopes to fend off federal health care Agents & Brokers' annual legislative
some for customers mandates, a lobbyist contends conference in Washington last week

ORLANDO, Fla -Whether they
80 " In managing the risk we also Republican lawmakers, though, pre- The likelihood of new health care

want to or not, financial lnStltU- have to realize it's about enabling diet health care reform will become a re- mandates in the current Congress means
tions soon will be doing business

·\Ai FRIC.\N
the business, so we can't be too ality, but they agree that businesses will that businesses should get involved in

on the Internet, making it neces-
BANKERS

ASSOCI 41 ION conservative," said William J have a key role to play in shaping the the legislative process early, said Mr
sary for those institutions to man- Marlow, executive vp at McLean, legislation, especially in curbing propos- Isakowitz He predicted that the Repub-
age a host of new risks Va -based Global Integrity Corp, a com- als that would expand employers' habil- lican majority will move on health care

But as critical as it is to manage online puter security company ity exposures proposals earlier in this Congress than it
business exposures, the effort to do so must In managing the various risks, banks do- "There's an awful lot at stake There did in the previous one and will reach
be held in balance with broader business ing business over the Internet must protect will be some very close votes in 1999 on out to Democrats to get something
aims, according to panelists discussing In- not only themselves but also the customers, issues that would raise health costs sub- passed
ternet banking at the American Bankers who are seeking greater convenience stantially," said Mark Isakowitz, a part- Mr Isakowitz added that the

Assn 's annual risk management conference "Delivering a trusted product is really a ner in the Washington consulting firm of Democrats don't have any reason to
last month in Orlando, Fla business risk management issue," said Fierce & Isakowitz and a former director compromise and may m fact, try to peel

Because customer convenience is a prin- Stephen Katz, chief Information security of federal governmental relations for the off some GOP members to pass more
cipal aim of Internet banking, bank risk officer for New York-based Citigroup Inc National Federation of Independent See Mandates on page 10
managers must secure their banks' systems See Internet on page 12

Ford insured for explosion 'tf,

But extent of losses and cause of accident unknown: Spokesman
By ROBERT KAZEL day, which would avert a threat to op- that supply Ford factories in the Unit-

erations at 15 other Ford facilities that ed States, Canada and Mexico The 7 .

DEARBORN, Mich -Ford Motor depend on the Rouge plant for parts historic Rouge site was built in 1918
Co is covered by property and bum- The explosion last Monday killed a Ford ordered a slowdown in opera-
ness interruption insurance for losses 58-year-old pipefitter, severely in- tions at several auto plants as a re- '21 '1 y.

arising out of a massive explosion and iured a dozen others and knocked out sponse to the accident in Dearborn,
fire last week at an important assem- power to six manufacturing and as- and a lengthy shutdown of operations 4,7.'
bly and parts facility sembly plants within the 1,100-acre at the Rouge complex might have

But a Ford spokesman said it could Rouge complex The cause of the fire severely hampered Ford assembly op- tt

be weeks before the automaker deter- and explosion had not been deter- erations
mines the extent of any losses mined late last week, a spokeswoman But the company last week said mNl .

"At this time, it's just too early to said power for the entire site could be , 4 1!RScalculate what the impact will be on The blast and fire that erupted in restored gradually on Friday By r

Ford," he said "We quite simply don't the complex's powerhouse destroyed midweek, temporary power had
have all the facts right now " the generating system that supplied been established and three of the six

Operations at the key Rouge Manu- electricity and steam to the Rouge site, plants were back on line About AP/ WIDE WORLD PHOTOS

facturing Complex in Dearborn, which includes a Mazda assembly 7,000 employees work at the Smoke obscures the sky frorn an explosion at Ford Motor
Mich, were expected to resume by to- plant and five component factories See Explosion on page 16 Co.'s Rouge Manufacturing Complex on Monday, Feb. 1.
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COBRA
Continued from page 1
through Medicare, when they lose
their own group coverage and become
entitled to COBRA.

IRS regulations published in 1987
provided some answers. But those
regulations do not address many of
the questions that have since emerged.
In addition, numerous congressional
amendments to COBRA have created

a need for more substantive COBRA

regulations.
Indeed, the challenge for emplcyers

will be mastering the new regulations.
"The rules are massive. There is a

lot to digest and a lot to learn. There
are nearly 60 clarifications and
changes," said Colleen Clearwater, se-
nior vp with COBRA Compliance
Systems Inc., a COBRA administrator
in Coldwater, Mich.

Still, the regulations do not provide
answers to all questions that have
been raised about the COE§RA statute.

One obvious omission is what consti-

tutes employee "gross misconduct," a
ground for denying terminated em-
ployees COBRA coverage.

That and other omissions are prob-
ably due to the IRS preferring to leave
interpretation of certain parts of the
law to the courts, Ms. Clearwater said.

Benefit experts note that the regu-
lations do not contain any bombshells.

"It is a mixed bag of affirmation,
simplification and complication," said
Andy Anderson. a consultant with
Hewitt Associates L.L.C. in Lin-

colnshire, Ill.

Some of the issues addressed by the
IRS regulations include the following:

• A COBRA beneficiary underpays
a COBRA premium, such as by trans-
posing some number on a check, by an
insignificant amount. Can the em-
ployer cut off coverage?

No, the employer has two options:
either it can write off the underpay-
ment or it can notify the beneficiary of
the amount of underpayment and give
that beneficiary a reasonable period
of time to pay the deficiency. The IRS
says 30 days would be a reasonable

period.
• An employee goes out on Family

and Medical Leave. After taking the
maximum 12-week leave allowed un-

der the FMLA, the employee quits.
When does the employee's eligibility
for COBRA coverage begin?

Taking leave under FMLA, which
requires employers to continue health
care coverage on the same basis as
prior to the leave, is not in itself a CO-
BRA qualifying event.

Eligibility for COBRA would occur
when the employee does not return to
work with the employer at the end of
the FMLA leave and would otherwise

lose group coverage. At that point, the
employee would be eligible for CO-
BRA.

• Can a third party, such as a hospi-
tal or a deceased employee's estate,
pay a COBRA premium for a benefi-
ciary?

The final regulations make clear
that any person or entity can pay CO-
BRA premiums on behalf of a benefi-
cialy. In addition, the third party can
elect COBRA coverage on behalf of
the beneficiary.

"Nothing in the statute requires the
qualified beneficiary to pay the
amount required by the plan; the
statute merely permits the plan to re-
quire that payments be made," the
regulations say.

There are many situations in which
this clarification could apply. Assume,
for example, a low-income worker
loses his job and becomes eligible for
COBRA but can't afford to pay the
premiums.

During the individual's period of
COBRA eligibility, he is injured, is
hospitalized and incurs tens of thou-
sands of dollars in medical bills. The

hospital-rather than having to ab-
sorb the loss of providing uncompen-
sated care--could pay the individual's
COBRA premium.

Other examples of third-party in-
volvement could include the estate of

a deceased employee paying COBRA
premiums or an individual's new em-
ployer, which might lack a health in-
surance plan, paying the premium.

• An individual has other group

arvi

coverage or Medicare at the time he or
she has an event that would make that

person eligible for COBRA. Does the
individual have a right to COBRA
even though he or she has other cover-
age?

Yes. The IRS regulations essentially
incorporate a 1998 U.S. Supreme
Court decision, Geissa us. Moore
Medical Corp., that said individuals
have a right to COBRA coverage even
if they are insured-at the time of a
COBRA qualifying event-under an-
other group plan or Medicare (BI,
June 15, 1998)

Take the case of a 66-year-old em-
ployee who loses his job. That individ-
ual also had been covered by Medi-
care since he turned 65, with Medi-

care acting as a secondary payer with
Ule employer's plan primary.

Because he already had Medicare
coverage prior to COBRA eligibility,
hat individual would be entitled to

COBRA coverage.
By contrast, a 64-year-old employ-

ee with COBRA would lose that cov-

erage after turning 65 and becoming
eligible for Medicare. That is because
his eligibility for Medicare occurred
after he was entitled to COBRA.

There could be several situations

where individuals with other group
coverage or Medicare also would be
willing to pay COBRA premiums,
which can be hefty. Employees with
high medical bills might want the
maximum coverage possible. The
Supreme Court decision, for example,
dealt with a 62-year-old cancer pa-
tient who was covered as a dependent
under his wife's group plan and also
took COBRA from his employer after
he lost his job and his group health in-

surance coverage.

In addition, an employee older than
65, who, for example, loses his or her
job, might want COBRA because
Medicare does not provide prescrip-
tion drug coverage or because he or
she has a spouse not yet eligible for
Medicare.

• Can an individual who waives

COBRA coverage during the election
periodivvokethat election?

Yes, but coverage does not have to
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be provided prior to the revocation.
• A multinational company has

20,000 employees abroad and seven
employees in the United States. Do
the U.S. employees have a right to
COBRA coverage?

Yes, in determining whether an em-
ployer meets the 20-employee CO-
BRA threshold, all corporate units, in-
cluding those outside the United
States, are counted.

• An employee loses group health
care coverage after going to part-time
status. The employee is entitled to and
takes COBRA. Later, the employee
loses his job. Can the employee
"stack" the two COBRA qualifying
events and be entitled to 18 months of

COBRA for the first event-reduction

in number of hours worked-and a

second 18 months of coverage for the
second event-termination of em-

ployment?
The final regulations make clear

that a reduction of hours of employ-
ment and termination of employment
are "variations of a single qualifying
event rather than two distinct quali-
fying events." As a result, the individ-
ual would be entitled only to 18
months of COBRA coverage.

In situations involving two distinct
qualifying events, a maximum of 36
months of COBRA coverage must be
offered. For example, an employee
quits and purchases COBRA coverage
for himseH and his spouse, The em-
ployer must extend COBRA for 18
months. However, after six months,
the employee dies. The spouse could
purchase COBRA coverage for an ad-
ditional 30 months.

That is because the qualified bene-
ficiary-in this case, the surviving
spouse-could have purchased 36
months of COBRA coverage if the see-
ond qualifying event-the death of
the employee-had occurred first.

• An employer offers employees
medical, dental and vision care cover-
age through one health care benefits
plan. Can individuals opting for CO-
BRA purchase coverage to cover just

Sara Lee
Continued from previous page
those with HIV infection and people
undergoing chemotherapy. It also can
cause miscarriages.

A Memphis, Tenn., man, John Bod-
nar, last week filed suit in Cook Coun-

ty Circuit Court in Chicago, accusing
the Bil Mar plant of manufacturing
listeria-contaminated hot dogs that
resulted in the death of his 74-year-
old wife, Helen. Mrs. Bodnar ate the

hot dogs last August, became illin Oc-
tober and died Oct. 19 of meningitis,
according to her husband's Chicago
attorney, Kenneth B. Moll.

After the recall last December, Mr.

Moll filed a motion in Cook County
Circuit Court seeldng class-action sta-
tus for those affected by Sara Lee's
listeria-infected products. Mr. Bod-
nar's lawsuit was filed separately be-
cause he is 76 years old and time is
considered of the essence. A speedier
trial for his claim can be obtained out-

side the class action, Mr. Moll said.

The Bodnar suit does not specify
damages, but attorneys likely will
seek between $500,000 and $1 million
in compensatory damages and be-
tween $10 million and $50 million in
punitive damages, Mr. Moll said.

The suit alleges that former Sara
Lee workers have told of potentially
unsanitary conditions at the Bil Mar
plant. According to Mr. Moll, employ-
ees who work with raw meat were al-

lowed to enter the ready-to-eat sec-
tion of the plant without changing
their clothing or using foot baths, a vi-
olation of customary sanitary proce-
dures.

Sara Lee would not comment on

the pending litigation.
The spokeswoman also would not

comment on press reports that an air
conditioning refurbishing project at

medical expenses?
Under earlier IRS regulations, em-

ployers generally had to give COBRA
beneficiaries a choice of buying only
"core" coverage-comprised of medi-
cal coverage-or COBRA covenge for
core and non-core benefits, such as
dental and vision Cam.

The final regulations make clear
that this choice no longer has to be of-
fered and that COBRA coverage can
consist of both core and non-core

health Care-related benefits.

• Are part-time employees included
in determining whether an employer
meets the 20-employee threshold for
being required to offer COBRA?

Each part-time employee counts as
a "fraction of an employee." The frac-
tion is determined by dividing the
number of hours the employee works
by the number of hours an employee
must work in order to be considered a

full-time employee at that company.
For example, assume a company re-

quires employees to work 40 hours to
be considered full-time employees.
The organization has 10 full-time em-
ployees and 30 part-time employees,
each working 20 hours a week. Its
number of employees, for COBRA
computation purposes, would be 25.

• An employer offers employees the
opportunity to select from several dif-
ferent health care plans during an an-
nual open enrollment period. Do CO-
BRA beneficiaries also have the right
to change plans during open enroll-
ment periods?

Yes. Under the statute, COBRA
beneficiaries generally have the same
rights as "similarly situated" non-CO-
BRA beneficiaries.

That ability to switch plans is espe-
cially important to COBRA beneficia-
lies, because individuals who opt for
COBRA are especially likely to antici-
pate using medical services.

"COBRA beneficiaries may gravi-
tate toward plans that provide richer
benefits and a broader range of ser-
vices," said Mr. Anderson of Hewitt
Associates. Ell

the Zeeland plant last summer could
have caused the contamination. The

spokesman for the CDC said the pos-
sibility of airborne germs spread by
the air conditioning project is "just
one thing we are looking at."

Until the precise cause of the Bil
Mar listeria outbreak is determined,

several classes of meat production are
now being removed from the Zeeland
plant, the spokeswoman said. The
production of retail frankfurters,
sliced luncheon meat and some bulk

meats will be turned over to other

Sara Lee facilities and to affiliated

outside plants.
As a result, 241 of the Zeeland

plant's 1,600 workers will be laid off.
These workers will be offered early
retirement, two months' severance

pay or, in some cases, job placement in
other Sara Lee factories. After new

meatpacking technology is introduced
into the plant, it is hoped that these
product lines will be returned to Zee-
land and the jobs restored, the
spokeswoman said.

Southfield, Mich.-based Thorn Ap-
ple Valley Inc., another retail food
manufacturer, on Jan. 22 recalled 30
million pounds of hot dogs and deli-
catessen meats marketed under a va-

riety of brands and shipped nation-
wide and to Russia and South Korea.

The company shut down its plant in
Forrest City, Ark., after internal test-
ing detected the presence of the liste-
ria bacteria. The plant remains closed.
The recall was voluntary, and no ill-
nesses have yet been linked to any
Thorn Apple Valley products, a
spokesman said.

The Thorn Apple Valley recall is
thought to be the largest recall of meat
in U.S. history. The spokesman said
company executives believe Thorn
Apple Valley is "adequately covered"
for potentiallitigation but declined to
elaborate. Ell
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Budget proposal becomes law, it would "in- vice A provision for three-year vest- qushfy forthesafeharbor, employers trustees meet the same standards as
troduce another element that compa- mg of 401(k) matchmg funds was m- would be required, in addition to the the IRA trustees And, aftertax em-
nieswdl have to factor in to determme cluded in a bipartisan Senate penmon matching contribution, to contribute ployee contnbutions to a qualihed re-

Continued from page 1 whether or not they want to invest m reform bill last year (BI, July 13, 1% of compensation for each ellgible tirement plan could be Included m a
In addition to the COLI modiflca- COLI in the first place," Mr Sugar 1998) non-highly compensated employee, rollover contribution to a traditional

tion, many other items in the docu- said • Mandate that pension plans re- regardless of whether the employee IRA or another qualified retirement
ment also had been previously mtro- Mr Sugar said he beheves exishng quired to provide a lomt and survivor makes electlve contributions plan, provided that the plan or IRA
duced m the fiscal year 1999 budget pollcies would be grandfathered mto annuity option offer an option that • Increase the portability of retire» provider agrees to track and report
proposal or m legislatton the law because it would "represent a pays a hfetime benefit to the partici- ment savmgs plan funds An ehgible the aftertax portion of the rollover

The administration didn't break radical shift m the playing rules under pant's surviving spouse equal to at rollover distnbubon from a quahhed Other benefit items in the budget
much new ground in the pension or wtch companies have been operat- least 75% of the benefit the couple re- mtirement plan could be rolled over to proposal melude a tax credit for em-
retirement savings plan areas, said Ing" caved while both were alive a secton 403(b) tax-sheltered annuity ployers that provide employee child
Frank McArdle, a Washmgton-based If the COLI proposal ever is enact- • Moddy the matching contnbution plan, 403(b) plans are offered by tax- care Ths proposal also appeared in
consultant with Hewitt Associates ed, the loss of this benefit funding safe harbor that exempts employers exempt organtzations, such as univer- last year's budget The credit would
LLC mechanism could create cost pres- from running non-discrimination sitles Under current law, an ellgible equal 25% of quallfied expenses in-

"The real action m pension leglsla- sures that force employers to reduce tests On their 401(k) plans Under this rollover distribution may not be curred by offermg the service Em-
tion is golng to take place m congres- benefits, Mr Hess said safe harbor, the employer must make transferred between a section 401(k) ployers also would receive a credit for
sional committees," he said Thepensionprovisions mthebud- a 100% matching contributiononan plan and a section 403(b) tax-shel- 10% of the expenses mcurred to pro-

Consultants say the COLI proposal get proposal mclu(ie those that would employee's elective contributions up teled annuity Under another provi- vide employees with child care re-
could have a significant impact on •Require employer matching con- to the first 3% of compensabon and a sion, individuals who have made only source and referral services The total
benefit programs tnbutions under 401(k) plans to be matching contnbution of at least 50% tax-deductible contributions to tradi- credit under this proposal could not

Undera COLIprogram, anemploy- fully vested in three years, or to be- on the employee's elective contnbu- bonal IRAs could transfer funds from exceed $150,000 peryear
er purchases and maintains owner- come 20% vested eachyear after the tions up to the next 2% of compensa- their IRAs mto their quallfied defined The fiscal year 2000 budgetpropos-
ship of life insurance on employees employee has completed two years of tion contribution retirement plans or sec- al also would impose a 40% excise tax
The employer is not taxed on the in- semnce, with full vestlng after the em- The administration advanced the tion 403(b) tax-sheltered annuities, on buyers of structured settlements,
creased cash value of the pollcy while ployee has completed six years of ser- same proposal last year In order to provided that the retirement plan Contmued on next page
lt lS ln force, or on the proceeds when
an employee dies Another advantage
is that the employer can borrow
against the value of the pohcy without
being taxed

According to ASA's Mr Hess, the 4

most popular uses of cash value life
insurance among large companies are
as key man life insurance policies, to
fund non-qualified retirement bene-
flts, such as excess pension plans or
deferral plans, as executive life insur-
ance in which a corporation may own

1999
rhe

1 fin'fowl Fintinrl,{1 frivires (40,<p, jikror share ownership, and for broad-
based funding of welfare benefit
plans

"Life Insurance works very well for
funding employee benefits," said Mr
Hess Under well-designed programs, Z:3 , 1 •,4-,. :101
there's a good cash flow match be- 4 .

tween the death benefit payments and I. 1

the other benefit payments that com- 1--:-panies must make, he said
3

David Sugar, an executive benefit Ir

consultant and specialist in benefit f i, f ,
funding methods in Hewitt's Lin-
colnshrre, Ill, home office, said COLI 3

"is a mainstay of large corporate 1 21
America" Er 1 .GLA

Consultants estrmate that 20% to

133% of Fortune 500 compames have i
f

COLI pohcles -D. -   I-

"The vast majority of companies fLzz-
that have entered mto COLI transac- R.'...-
tions have done so for benefit-related "

S*lfi
r 1- '4.. '. ·11

reasons," Mr Sugar said -/......

Y

What the administraton aims to do
l .

with this proposal lS weed out the 1

large COLI purchasers motivated Ch' 1 0, E- . #. t Z
stnctly by the tax advantages of car-  . » r-Aft - :., 2
Iylng the coverage, Mr Sugar said

'.

They are doing so by forcing com- 14 4,
pames to lose part of their general m-
terest expense deduchon, he and The
amount that they lose is proportional IE . ,1 -,

to the amount of cash value hfe insur- ---*A--4

ance they have compared with other r
--

assets This proposed rule change is an 5 ..... '

extension of a tax provision that pro-
hibits deducting expenses associated - -Il-- -'' f, Zt %*

said
ie

with tax-exempt Income, Mr Sugar

The ultimate impact of this propos-
al, if enacted, Mll depend upon Es:1 0,:  .r, 4,4f *49##VA ? AYEJ , 243 4-47 .. 4
whether the law applies only to future

E-

cash value hfe insurance contracts or

also to eastlng contracts
Mr Hess said if this becomes law

and covers existing pollcies, the up-
shot for some companies is that
there's"no way they can come out of
this without being hurt"

Highly leveraged companies that
are large COLI purchasem either w11
take a hit from losmgtheir general m-
terest deductnons or would have to di-

vest themselves of the pohcies The
latter could Involve substantial m-
come tax habillties

Putting companies m that position,
he said, is "mappropnate and unfair"

If the law is prospective, companies
may decide the overall fmancial result
of COM lS not favorable, and they
won't buy it, Mr Sugar said Other
compames may decide COLI Still is FOR MORE ON OUR UNPARALLELED DISABILITY PROGRAM, CONTACT PETER COOK AT 1-860-843-3707 OR abilityinfo@hartfordlife.com.
the "best game m town" for fmancing
employee benefit programs If the



Continued*om previous page
an increase that is double the 20% ex-

cise tax the department recommend-
ed last year. (BI, Aug. 3, 1998).

The proposalis designed to reduce
the profitability of settlement resales,
in which a so-called factoring compa-
ny purchases a victim's rights to a
stream of tax-free payments from an
msurer.

The proposed excise tax would ap-
ply on the difference between the
amount paid by the purchaser to the
injured person and the undiscounted
value of the purchased income stream.
Only court-approved hardship cases
would be exempt.

Earlier this year, Rep. E. Clay Shaw
Jr.,R-Fla., introduced a similar bill,

H.R. 263, which would impose a 50%
excise tax on such transactions, ex-
cept in court-approved hardship cas-
es (BI, Jan. 18)

Meg Fletcher and Amanda Milligan
contributed to this story.

Punitive
Continued*om page 1
vision that would reduce the tax de-

ductions that property/casualty in-
surers can take for contributions to

loss reserves.

Under the punitive damages pro-
posal, insurance payments for puni-
tive damages would be taxable as
part of a defendant's gross income. In
addition, insurers whose policies cov-
er punitive damages would be re-
quired to report such payments to the
defendant and to the Internal Rev-

enue Service. Uninsured defendants

simply would lose the tax deduction
for punitive damages paid.

"I think risk managers should take
a real close look at this proposal, es-
pecially in light of recent failures by
Congress to institute meaningful
product liability reform," said Lance
J. Ewing, director of insurance and
loss prevention for GES Exposition

Services in Las Vegas and team lead-
er for legislative and external affairs
for the New York-based Risk & In-

surance Management Society Inc.
"Insurance companies also would
need to take note because they would,
in essence, become a reporting service
oranarmofthe IRS."

According to information gathered
in 1997 by the New York-based law
firm of Wilson, Elser, Moskowitz,
Edelman & Dicker L.L.P., about 29 of
the 50 states allow punitive damages
to be insured.

"The Treasury Department is basi-
cally overriding what is a states'
rights issue," said Gary Meggs, direc-
tor of risk management for Atlanta-
based utility Southern Co.

In Georgia, punitive damages can
be insured. "When we buy insurance,
we do so to transfer risk. We would

never be in constructive receipt of
this money," said Mr. Meggs.

New York-based partner Mitchell
L. Lathrop of Luce, Forward, Hamil-

POSSIBILl'IY1

HE TAKES A HEADER.

THE HARTFORD'S OUTCOME-ORIENTED DISABILITY MANAGEMENT PROGRAMS

TAKE CARE OF ALL HIS NEEDS AND GET HIM BACK TO WORK QUICKLY.

PERHAPS MORE QUICKLY THAN HE'D LIKE.

POSSIBILITY#2
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ton & Scripps disagrees. "In a perfect
world, insurance should never pay
punitive damages," he said. But, he
added, in pretrial settlements, it is
highly unlikely that punitive dam-
ages would be broken out from com-
pensatory damages.

This would make the proposal dif-
ficult to enforce, sources say.

Whether the proposal will have any
impact on the propensity to settle
lawsuits depends on the facts of each
case and the state in which the case is

to be heard, said John Greene, a
shareholder with the Phoenix law

firm of Tiffany & Bosco and a former
director of the Arizona Department
of Insurance. "It clearly will affect the
dynamics of settlement talks," he
said. Arizona permits punitive dam-
ages to be insured.

"(The proposal is) a new tax on in-
sureds and a new burden on insur-

ance companies," said Robin Conrad,
senior vp for The National Chamber
Litigation Center, the legal arm of the

HE SPRINTS TO HIS OFFICE.

THE HARTFORD'S MOTIVATIONAL PROGRAMS INSPIRED HIM SO MUCH, HE JUST COULDN'T

WAIT TO GET BACK TO WORK. No, SERIOUSLY.

POSSIBILITY3

HE SPRINTS TO HIS BOSS' OFFICE.

HE WAS SO PLEASED WITH HOW WELL THE HARTFORD TOOK CARE OF HIM,

HE JUST WANTED TO GO UP TO HIM AND SAY, "YOU'RE THE MAN."

WHICH, BY THE WAY, IS WHAT HIS BOSS WILL TURN AROUND AND SAY TO YOU. AFTER ALL,

YOU WERE THE ONE WHO RECOMMENDED US IN THE FIRST PLACE.

ABILITY MANAGEMENT. BRING IT ON
THEi

A-RTFORD
F/NANCIAL SERWCES

U.S. Chamber of Commerce in Wash-

ington. She also noted that premiums
would likely increase as insurers at-
tempt to recoup the cost of the extra
paperwork involved in the reporting
process.

David Farmer, senior vp for the
Washington-based Alliance of Amer-
ican Insurers said the proposal, if en-
acted, would "have a greater impact
on the employer community than (on)
insurers." Overall, he said, "it just in-
creases the cost of the civil justice sys-
tem to employers."

Calling it a ferocious tax, James
Corcoran, a New York-based partner
with the law firm of Winston &

Strawn, said the proposal "is onerous
stuff. This type of whimsical discus-
sion can hurt a lot of people."

One of the problems, Mr. Corcoran
said, is that the proposalis vague and
doesn't specifically define the activi-
ties that the public policy is address-
ing. "I think the IRS has to articulate
and distinguish between gross negli-
gence and intent," he said.

"Punitive damages are awarded by
very vague definitions," said Victor
Schwartz, a liability lawyer at the
Washington-based law firm of Crow-
ell & Moring.

In addition, the proposal places
criminal and civil damages on the
same level but without extending the
same protections and fine limits
placed on criminal punitive damages,
he said.

"If the government wants to tax
this, it has to provide the protections
that are available to criminal defen-

dants," Mr. Schwartz said, adding
that the administration is comparing
"the apples of criminal law to the ba-
nanasofeivillaw."

For example, while criminal puni-
tive damages are capped at three
times economic damages and linked
to precisely defined wrongs, civil
damages have no such limits and are
defined only by words such as"reck-
less" or "wanton" conduct, Mr.
Schwartz said.

Iris Owen, director of risk manage-
ment for Dallas-based Pizza Inn Inc.,
said losing the tax deduction "would
definitely be an economic downside.
That is some companies' only restitu-
tion."

Global competitiveness would be
hurt by this proposal, said Southern
Co.'s Mr. Meggs. "The cost of claims
and litigation is a cost of doing busi-
ness. This cost will ultimately be
borne by corporations and their cus-
tomers," he said.

Also included in the fiscal year
2000 budget is the reinstatement of
two Superfund taxes that expired at
the end of 1995, an issue that risk
managers and the insurance industry
have been watching closely. The cor-
porate environmentalincome tax and
the excise tax on domestic crude oil,

imported petroleum products and
certain imported substances would
be deposited in the Hazardous Sub-
stance Superfund Trust Fund.

The American Insurance Assn. "re-

mains committed to reinstatement of

the Superfund taxes only as part 01
comprehensive Superfund reform
legislation and only if revenues from
those taxes are used for cleaning up
toxic waste sites, and not to fund oth-
er programs," a spokesman for the
Washington-based AIA said in a
statement.

The budget proposal also includes
an item that would decrease tax de

ductions that property/casualty in-
surers can take for contributions tc
loss reserves. Under a 1986 tax law

property/casualty insurers must re-
duce their tax deductions for loss re-

serves by 15% of their tax-exempt in-
terest or dividend income. Lasl

week's budget proposal would in-
crease that proration percentage tc
25%. A provision in last yeaFs budgel
proposal called for a 30% proration.

Roseanne White contributed to this

report.
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Ergonomics draft chilling
[HE OCCUPATIONAL SAFETY and Health
Administration headed down the wrong path
yet again in a draft ergonomics standard that

began circulating around Washington a few days
ago.

Fortunately, OSHA moved quickly to clarify that
the draft was by no means the last word in the years-
long controversy surrounding a federal ergonomics
standard. In fact, OSHA said the draft proposal was-
n't even the document being used in the next step of
the rule-making process.

We're glad that's the case, because the draft pro-
posal did nothing to allay employers' legitimate fears
that the workplace safety agency intended to charge
ahead with an ergonomic standard that was neither
well thought-out nor justified by scientific evidence.
Indeed, the draft actually stoked those fears by in-
cluding a particularly onerous and unrealistic provi-
sion concerning those to whom that standard would
apply.

The draft said that, in addition to all workplaces
involving manufacturing operations or manual han-
dling operations, the standard would apply to any
workplace where a single ergonomics injury or ill-
ness was reported. Even though the draft would ex-
empt three specific types of workplaces from this re-
quirement-agriculture, construction and mar-
itime-the provision still could catch far too many
employers in its net without justification.

After all, a single report of an ergonomics-related
injury does not an unsafe workplace make. If it did,
the vast majority of workplaces in the country prob-
ably could be deemed unsafe at one time or another.
The federal government's own workplace health and
safety statistics have shown that's simply not the
case. The incidence of workplace injuries and fatali-
ties has been dropping for years, despite an expand-
ing economy.

To subject workplaces with a single reported er-
gonomics-related injury to a new-and judging from
the draft's language, complex and confusing-stan-
dard doesn't make any sense. It's particularly trou-
bling that this proposal would emerge after OSHA
has come under years of verbal fire for its approach
to ergonomics.

At one point, Congress-frustrated by what many
members thought was OSHA's intransigence on the
subject-forbade the agency from spending a cent on
even researching ergonomics, let alone promulgating
a standard.

It's also troubling that this newest draft proposal
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comes after OSHA officials' repeated assurances that
the agency had changed its ways. With ample justifi-
cation, OSHA's leadership could point to an agency
that transformed itself from a by-the-book enforcer
of often arcane rules to a common-sense regulatory
body that focused its resources to correcting the
worst safety violations. A proposal such as the sin-
gle-injury provision casts doubt on the sincerity-
and longevity-of such reforms.

A far better approach to the ergonomics question
would be for OSHA to hold off even drafting propos-
als for a while. Congress already has approved funds
for an ergonomics study by the National Academy of
Sciences, and OSHA ought to wait until that study is
complete, even if that means waiting another 18
months.

One of the chief criticisms of OSHA's approach to
the issue has been that there is a lack of conclusive

scientific evidence that an ergonomics standard
would do any good. A study by the NAS could go a
long way toward either affirming or deflecting such
criticism.

To move forward without such evidence simply in-
creases the chances of further missteps such as the
premature single-injury proposal. The leaked draft
proposal indicates that OSHA has once again begun
heading down the wrong path in ergonomic policy.
There's no reason for OSHA to follow that path any
further.

Is a 4% HMO rate hike rea//y an increase?
To the editor: Your Dec. 14, 1998, ar-

ticle, "HMO Rates to Increase for Many
Employers in '99," makes one question
the naivete of your reporters and the
honesty of their sources. Industry
sources refer to three to four years of
price wars, years of market-share un-
derwriting, rates kept artificially low,
underwriting losses and rising health
care costs.

All this and the result is that "next

year. . .HMO executives and others (are)
expecting most rate increases to be in
the range of 4% to 7%"?

It truly does sound as though Business
Insurance is allowing itself to be used as
a tool in peddling someone else's public
relations pap. Surely your reporters
have the insurance sense and mathemat-

ical aptitude to see that the projected
premium increase numbers they are be-
ing handed do not add up in light of the

Brs online discussion forum

Visit BI's Online Forum, which ofers unmoderated dis-
cussion areas for readers to ezchange ideas or information '
on risk management, employee benefits insurance and
miscellaneous other topics.

The Online Forum is located at Business Insurance's

World Wide Web site at: www.businessinsurance.com/
forum/index.html/

situation being described. Increases of
4% to 7% amount to cost trending -
probably inadecuate at that-and
would end up leaving companies with
another year of artificially low rates
driven by market share, guaranteed to
generate further underwriting losses.

I, for one, would appreciate more real-
istic reporting from BI.

Peter Sawyer
Chicago

Letters to the editor

Business Insurance welcomes letters to the editor. The

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

has provided over $170 million of private financing, including ...

OCTOBER 1995

$8,868,750
in common equity financing

to

Terra Nova

(Bermuda)
Holdings Ltd.

FEBRUARY 1992

JUNE 1998

$10,000,000
in common equity fmancing

to

First American

Financial

Corporation

NOVEMBER 1997

$24,500,000
in common equity financing

to assist in the formation

of

Latin American

Reinsurance

Company, Ltd.

MARCH 1998

an Integrated Solution® of
$2,800,000

in preferred equity financing
and

substantial reinsurance capacity
to

Arbor Acquisition Corp.
(Montgomery &
Collins, Inc.)

APRIL 1996

$4,500,000
in common equity financing

to assist in the formation

of

Island Heritage
Insurance

Company, Ltd.

MARCH 1997

$5,000,000
of committed capital

to

New Europe
Insurance Ventures

to invest in Eastern European
insurance entities

DECEMBER 1997

an Integrated Solution® of
$1,400,000

in common equity and
debt Snancing

and

substantial reinsurance capacity
to assist in the formation

of

Sunshine State Holding
Corporation

APRIL 1998

$20,000,000
in common equity financing

to assist in the formation

of

Annuity and Life Re
(Holdings), Ltd.

APRIL 1996

DECEMBER 1996

DECEMBER 1997

an Integrated Solution® of
$18,000,000

in common equity financing
and

substantial reinsurance capacity
to

Venton Holdings Ltd.

MAY 1997

$9,460,000
to acquire a limited liability

company interest
in

The ARC

Group, LLC

DECEMBER 1997

an Integrated Solution® of
$2,400,000

in preferred equity financing
and

substantial reinsurance capacity
to assist in the formation

of

Arx Holding Corp.

JUNE 1998

$10,000,000
in common equity financing

to

Stockton Holdings
Limited

MARSH & MCLENNAN CAPITAL, INC. ACTED AS INVESTMENT ADVISOR TO RCRe ON EACH OF THESE TRANSACTIONS.

FEBRUARY 1997

an Integrated Solution® of
$3,600,000

in contingent debt financing
with warrants

and

substantial reinsurance capacity
to

American

Independent Holding
Company

OCTOBER 1997

$4,875,000
to acquire a limited liability

company interest
in

TRG

Associates,
LLC

MARCH 1998

an Integrated Solution® of
$10,000,000

in common equity financing
and

substantial reinsurance capacity
to assist in the formation

of

Altus Holdings,Ltd.

OCTOBER 1998

an Integrated Solution® of
$5,000,000

in preferred equity financing
and

substantial reinsurance capacity
to

The Arrowhead Group

f The Merchant Reinsurer®
CONTACTS: MARK MOSCA PETER APPEL BONNIE BOCCITTO PAUL MALVASIO PHONE: 203.862.4300 FAX: 203.861.7240 www.riskcapre.corn
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Retention one goal
of work/life benefits

By AMANDA MILLIGAN

Retention and recruitment are two

of the reasons employers offer
work/life benefits, a survey says.

And today's job applicants are ac-
tively examining benefits offered by
potential employers to learn about the
culture and mission of the companies,
benefit managers say.

Seventy-one percent of responding
companies cited retention as the most
important goal of work/life benefits,
and 38% cited recruitment as the

most important goal, according to the
survey, conducted jointly by Bright
Horizons Family Solutions and
William M. Mercer Inc. BHFS, with
headquarters in Boston and Nash-
ville, Tenn., specializes in child care
facility design and work/life consult-
ing

Carol Poulsen, a work/life benefits
consultant for Fairfax, Va.-based Mo-
bil Corp., said that, in recruiting
young people, it's critical that man-
agement support work/life programs.
Of those looking for jobs, "I think
(work/life initiatives) are top on their
plate today-sometimes more than
compensation," she said.

Mobil was among the 10 companies
with the highest survey scores for sup-
porting work/life initiatives.

Four hundred companies respond-
ed to the survey; most of the respon-
dents have some kind of work/life

program. They typically had between
1,000 and 10,000 employees. Sixty
percent of respondents had annual
worldwide sales of less than $1 billion
in 1997.

According to the survey, "To the de-
gree that work/life initiatives provide
a competitive advantage, most com-
panies are hoping their work/life ef-
forts help them address issues of re-
tention, morale and productivity."

Patricia S. Bellinger, director of cul-
ture and work/life diversity for New
York-based Bristol-Myers Squibb
Co., said recruitment and retention
"go hand in hand."

"The type of talent we're interview-
ing today, they're interviewing us,
too," said Ms. Bellinger, whose com-
pany also finished in the top 10. "Who
you've got in-house is as critical as
who you bring in."

Survey author and BHFS Senior
Vp Dana Friedman said that overall,
she is "sobered" by the survey find-
ings. She said that with all the media
attention on work/life programs, the
perception often is that they are wide-
ly offered. In reality, however, it is
only the model programs the public
hears about, she said. Many compa-
nies just now are starting to realize
the value of such benefits, she said.

The results of the survey, whose re-
spondents predominantly were com-
panies with some type of work/life
program, indicate that the average
employer respondent offers about 33
work/life initiatives from a list of

more than 100 the survey listed.
Typically, the success of various

work/life programs is not assessed be-
yond the cursory remarks made by
those using the programs. Among the
surveyed companies, only 23% said
they have evaluated their work/life
programs to ensure that employees'
needs are met. Of those that do evalu-

ate established work/life programs,
69% conduct employee polls. Only
27% said they conducted formal eval-
uation studies.

Copies Of the "1998 Survey on
Work/Life Initiatives" are available
for $50 each by contacting Tara
Lewis, Winiam M. Mercer Inc., 1166
Avenue of the Americas, Neto York,
N.Y., 10036; 212-345-2451.

Northington Connecticut
Insurance Reinvestment LLC

has invested

$25,000,000

m

Connecticut Reassurance Corporation

$16,000,000

Common Equity

$9,000,000
Senior Notes

Connecticut Reassurance Corporation acquires insurance
companies and inxurance books of business.

Norihinglon Connecticut Insurance Reinvestment LLC
invests in insurance and related businesses.

Y2K liability legislation
strives for simplicity

WASHINGTON-Any legisla-
tion dealing with liability stem-
ming from the Year 2000 com-
puter problem will have to be

kept as

* 1*<5* ptble tf
Altl its sup-

- N.*..174 porters

 have any
intention

of enact-

ing it.
Rep.

Donald

Manzullo,

Rep. Manzullo R-Ill., of-
fered that

bit of ad-

vice during an address to the
Council of Insurance Agents &
Brokers legislative conference
in Washington last week. He
noted that the initial draft of his

Y2K liability bill-the Year
2000 Consumer Protection Plan

Act of 1999-originally ran
more than 20 pages before being
pared down to a much more
manageable five. Rep. Manzul-

Mandates
Continued from page 3
radical mandates.

To face this challenge, business-
es must stick together and con-
stantly point out to lawmakers
what mandates would do to their

cost of providing coverage, Mr.
Isakowitz said. The battle should

be fought "recess to recess," so
that members of Congress are con-
stantly hearing from the people in
their districts about the matter, he

les bill,

a  which en-
joys the support of

555'f ikey Rsevublican
lawmakers, would, among other
things, cap punitive damages in
Y2K cases; provide certain pro-
tections against liability for cor-
porate directors and officers in
Y2K actions; and set a two-year
statute of limitations for bring-
ing Y2K suits, beginning on Jan.
1, 2000 (BI, Jan. 18),

"This bill is so simple" that it
could actually be passed, said
Rep. Manzullo. He said he de-
liberately steered away from in-
cluding controversial provisions
that have been contained in oth-

er tort reform legislation. For
example, the measure does not
spell out which party in a suit
would be responsible for attor-
neys fees, because that's an is-
sue that could scuttle the bill.

For the same reason, the mea-
sure also remains silent on the

issue of limiting attorneys fees

said. The message should be limit-
ed rather than broad, he added.

Employers should work on mod-
erate to conservative Democrats

with whom they have relation-
ships, he said, calling the issue too
big for one party to handle. Final-
ly, employers should "provide
comfort" for those following a pro-
business course by showing that
they appreciate the lawmakers' ac-
tions and encouraging them to
continue doing so, he said.

"For both short-term and long-
term interests," employers should

Northington Connecticut
Insurance Reinvestment LLC

has invested

$25,000,000

Target Capital Partners, Inc.

$15,000,000

Common Equity

$10,000,000
Senior Notes

Target Capiwl Farmers, Inc. is a managing general
agem for specially commercial insurance programs.

Northingion Connecticut insurance Reinvestment LLC
inve.0 in i.,ist,rance and related businesses.

Northington Partners, Inc.
35 Tower Lane • Avon, CT 06001 • (860) 676-1942

m

December 1998

in such cases, he said.

"If a bill is kept simple like
this, it minimizes the amount of
opposition," said Rep. Manzul-
10.

No hearings on the bill have
been scheduled.

Another speaker at the con-
ference, House Commerce Com-

mittee Chairman Tom Bliley, R-
Va., also brought up the Y2K
matter. He said that some

prominent plaintiffs attorneys
are "salivating" over potential
Y2K-related problems, viewing
Y2K as the "mother lode" of lit-

igation following the tobacco
suits.

Rep. Bliley said that, like Rep.
Manzullo and other liability re-
form advocates, he, too, wants
YZK cases first to go through
arbitration rather than litiga-
tion. He also supports limits on
punitive damages. He warned,
however, "it isn't going to be
easy" enacting such legislation,
given the opposition of the
plaintiffs bar.

-Ely Mark A. Hofmann

get involved, he said.
Rep. Henry Waxman, D-Calif.,

told attendees at the CIAB meeting
he still believes that requiring em-
ployers to provide health care cov-
erage for their workers makes
sense, but he acknowledged that
the mandate had gone nowhere.

Rep. Waxman predicted that a
proposed patients' bill of rights-
which would subject managed care
organizations to new regulations
and give beneficiaries new legal
rights to contest decisions and, in
some cases, sue their plan spon-
sors-will be approved by
Congress this year, though he did
not say which particular bill
would get the final nod.

Nevertheless, Rep. Waxman,
who has previously advocated rad-
ical changes in the nation's health
care system, said that he now ac-
cepts "the reality" that reformers
will have to settle for incremental

changes for the time being.
Rep. Waxman added that if

Congress adds too many mandates
to health care plans without re-
gard to cost, "we're not doing any-
body a favor."

House Majority Leader Dick
Armey, R-Texas, told the CIAB
meeting that Democrats "seem to
be dedicated to the proposition
that the lawyers' right to sue is
more important than the patient's
right to review" coverage deci-
sions. Rep. Armey was referring to
patients' bill of rights legislation
introduced in the House by Rep.
John Dingell, D-Mich., and in the
Senate by Senate Minority Leader
Tom Daschle, D-S.D., that would
expand employees' rights to sue
over coverage decisions. The House
and Senate Republican leaders
support competing legislation that
would expand patients' rights to
have coverage disputes reviewed
by outside panels.

Rep. Armey also said that there
is something "fundamentally
wrong" in giving employers a tax
deduction for providing coverage
for their employees while not

, granting people who pay for their
own medical insurance the same
tax break. The Texas lawmaker

said he is working on a bill that
would give those who buy their
own coverage the same tax deduc-
tion. lai
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Internet implementation, however, lS diffi- 3,000 customers in one hour," Mr ed from a banking site "Every independent review of the institu-
cult, he said Marlow said "What would hap- one of those customers changed tion's online banking implemen-

Although 326 Internet banking pen if (one of those) was an instl- banks," Mr Marlow said "The tation There also should be regu-
Conttnued from page 3 packages are available on the tutional investor?" suits that followed were devastat- lar evaluations of connections,
"Trust is the basis for e-com- market, Mr Marlow said, "The re- At another bank, hackers had ing " firewalls-electronic security bar-
merce If that falls away, e-com- allty is, there aren't a lot of good arranged for the system to display And the problems aren't limited riers-and authentication sys-
merce ceases to exist " Internet banking packages avail- pornographic images when cer- to the work of hackers outside the tems "If you're a mid- to large-

When embarking into Internet able " tain banking functions were acti- bank, Mr Marlow said "The in- sized bank, that should be month-
banking, financial institutions side problem is as big, if not big- ly," Mr Marlow said
must examine several key ques- ger, than the outside problem " The bank also should establish a
tions, Mr Katz said, Including

Topping the list of the possible exposures Even as banks seek to protect crisis management process so that
• Who is using the service? their Internet sites, hackers have when its system iS hacked it can• Can the bank control what of online banking, says William J. Marlow, access to tools readily available avoid panic, finger-pointing andusers do?

online that can identify systems' wasted time• Can the bank ensure the priva- iS brand protection. 'You don't want vulnerabilities and facilitate In addition, "There should be
cy in information? break-ins, the system security ex- one individual at the top of that

• Can the bank prevent unau- people misusing your brand.' pert said who has the power to shut down
thorized changes of information? "It's going to happen," MI Mar- the trading floor," Mr Marlow

The bank also must consider low said! of system hacking "You said
whether it can prevent customers need to have processes in place to Externally, among other things,
from later refusing to acknowl- The risk vs reward evaluations vated, which cost the bank "a lot deal with it " the company should establish
edge transactions, whether it can that bank risk managers must ap- of respect and a lot of customers," And when lt does happen, " 'Do teams to help set up customers'
ensure service and whether it will ply as their banks start doing Mr Marlow said you want to prosecute?' is the first online banking systems and test
know when lt does have a prob- business online are an ongoing At still another bank, a hacker question you have to ask, because for vulnerabilities
lem, he said process, Mr Marlow said And, to illegally obtained 40,000 cus- do you want the media involved?" It's also critical that they have a

Once banks start doing business properly conduct those evalua- tomers' passwords "How do you he said realistic view of Just how much
online, "technology you once tions, it'S important to understand tell those customers you have to The risk management process demand there will likely be for the
thought was safe, now you've the potential impact of the van- change their passwords?" Mr involves both internal and exter- online service
opened it up," Mr Katz said, ous exposures in different areas of Marlow asked nal considerations, Mr Marlow "Make sure you understand how
adding, "Every malor company is the business And at another, private cus- said big this can get," Mr Marlowa target " At the top of the list, Mr Mar- tomer information was download- Internally, there should be an said Ell

And, because "there are no low suggested, is brand protec-
mathematical models to quantify tion "You don't want people mis-
ilsk relative to technology," com- using your brand " Banks need to lend attention
panies must shift their thinking "What happens if somebody
from looking at a "risk model" to breaks into your Web site? What
an "impact model," gauging the happens to your brandp'he asked to manifold Y2K =issues: Panel
potential business effects of vari- "For underwriters, that s going to
ous negative occurrences, Mr be one of the major areas of pro-
Katz said tection on the Internet in the fu- By RODD ZOLKOS going to be one of the biggest In terms of banks looking to

Suggesting that in the very near ture " nemeses of financial services" in their insurers for coverage of Y2K
futuie Internet banking is "going Other risk factors to consider ORLANDO, Fla -Banks face connection with the Y2K issue, claims, Mr Sagalow suggested
to be mainstream," both for con- include data modification and a numerous and varied Year 2000- said John V McIsaac, president of that professional liability insur-
sumer and business transactions, resulting loss of confidence in that related liability exposures that Market Partners Inc, a King of ance underwriters have three po-
Global Integrity's Mr Marlow data, denial of service to cus- could threaten fundamental as- Prussia, Pa -based company that tential responses to the Year 2000
predicted that within four years tomers, and a resulting loss of pects of their business specializes in Y2K-related bank- 1Ssue
the market will mandate that all business because of service dis- Although insurance coverage ing Industry services One is to add a Year 2000 exclu-
banking services be interconnect- ruption, and theft, whether lt be may exist for some of these expo- Mr McIsaac noted that a bank's sion, or even cancel or not renew
ed and Internet-accessible the loss of intellectual property, sures, it may prove inadequate to business isn't about its computers, certain policies, though "that, of

The business-to-business side of money or othe assets, Mr Mar- the task, experts say but rather the course, is a ridiculous conclusion
Internet banking will offer partie- low said Potential targets of lawsuits al- community to talk about in a soft market," he
ular growth opportunities for fi- Without naming the victims, leging Y2K negligence can include U - with which it said

nancial institutions, Mr Marlow Mr Marlow provided examples of the financial institution itself and  does business Another approach is to remainsaid Internet banking disasters its directors and officers or corpo- Consequently, silent about the 1SSUe In pOlley
Meanwhile, implementation of Because of a service disruption, rate fiduciaries, according to Ty AMFRICi\N he explained, a language and later deny coverage

Intel net banking is easy, correct "one Internet banking site lost R Sagalow, chief under'writing BANKERS key issue is for such claims
officer at National Union Fire In- ASSOCIATION whether it can "That is very, very popular,"
surance Co of Pittsburgh, Pa, in continue doing Mr Sagalow said But a marni
New York business with problem with the silent approach

Potential claimants include that community in the same way is that it creates uncertainty at the
bank customers, vendors, suppli- after Jan 1, 2000 time of the claim-a time when
ers, Joint venture partners and The public appears to be antici- cm tainty is most needed "I would

T III Ganff)
shareholders pating significant bank Y2K argue that uncertainty at the time

"Even if you are not publicly problems, Mr McIsaac suggested, of the claim is not a good thing,"
traded, you have shareholders citing a recent survey by Cable he said
somewhere," said Mr Sagalow, News Network that found 53% of Silence also creates a situation

who spoke as part of a panel on the public believes Year 2000 in which the policyholder is fight-
Year 2000 issues at the American computer errors will prompt bank ing on two fronts, with both the
Bankers Assn 's annual risk man- disruptions As for his company's plaintiff and with the insurer
agement conference last month in clients' attitudes, many feel confi- Even if the policyholder lS Ultl-
Orlando dent about their own systems' mately successful in pressing the

The legal foundations for liabil- Y2K preparedness, though they claim, the process may take a siz-
tty, he said, include haven't begun to address expo- able toll in legal expenses and

PEST CONTROL INSURANCE • Federal securities laws "That sures stemming from problems at damaged business relationships,
is a huge foundation for hability," the companies with which they do Mr Sagalow said
he said business, Mr McIsaac said A third option is for insurers to

• Common law negligence and To minimize those exposures, underwrite and price the exposure
While everyone else in Pest Control Insurance plays fraud banks need to take a leadership with a goal of expressly granting

• Contract law This could apply role and engage in outreach activ- coverage, Mr Sagalow saidthe switching game, TIG Insurance and Wilson &
to "all the professional services 1tleS to encourage their business Under the basic coverage grant
that you render," he saidSchmidt remain stable together Established in I 966, partners to address their own ex- of errors and omissions policies, lf

• Fidehty posures a claim of negligence arises from a
Wilson & Schmidt has successfully written this There also are many forums in Among the defenses to Y2K Y2K problem "there's a good

which a bank's Y2K-related lia- suits, the best is to be Y2K com- chance it's covered," but coveragebusiness for over twenty years In addition to giving bilities could be adjudicated, Mr pliant, said Mr Sagalow of Na- 15 not certain, he said
you the best coverage for your clients, they back it Sagalow said "A frequent error tional Union "If you had to pick On the directors and officers in-

in thinking about Y2K is not one defense, I would pick 'Noth- surance front, the good news for
up with the best service m the business Whether it'S thinking beyond civil liability," ing goes wrong,' " he said polieyholders 15 that there iS no

he said "There are possible crum- Disclosure and safe harbor pro- specific Y2K exclusion in a D&Ounderwriting, policy issuance/service or paying claims, mal proceedings, administrative visions are another significant de- policy Therefore, Y2K claims Full
it's all done by Wilson & Schmidt Call Richard Sweat proceedings " fense For publicly traded banks, generally be covered to the same

Governmental investigations "if your lawyers are not talking to extent as other similar claims, Mr
at (800) 879-5700 and start domg business with the and media and customer relations you about that then they'd bet- Sagalow said "What that doesn't

issues also can be cause for con- ter start, or maybe you should get tell yOU lS whether that coveragepeople who really know pest control insurance cern, he added someone else," the underwriter wlll be adequate for your claim "
.

One of your biggest threats lS said And the bad news is that the
an economic threat and a loss of A "business judgment rule" and typical underwriter won't tell you
reputation or a loss of confidence due diligence also can be a poten- whether treating Y2K claims the INSURANCE. ) in your community," said Mr tial defense, Mr Sagalow said "A same as any "other similar claim"Wilson $ 8chmidl

Sagalow As a result, "managing business Judgment rule is a pro- provides you enough coverage,
the media" is as important as cess They have to show activism," Mr Sagalow said That, he said,
managing a lawsuit or regulatory he said "Forming a special com- leads to the ugly truth that exist-
investigation, he said mittee for YZK also is not a bad ing D&O coverage probably won't

.

Public perception, I believe, lS Idea " be adequate for a Y2K claim 
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Bank consolidation brings Insurers work
new risks to underwrite

on coverages
By RODD ZOLKOS would call a virtual explosion in

the purchase of non-traditional
ORLANDO, Fla -Convergence No 17a insurance products," he said,

and consolidation aren't impor- annual adding that because blended, for rogue trading
tant factors just on the insurance AMFRIC'·\N mull:iyear and other new products
company side of the equation in BANKERS COnferenCe meet banks' emerging needs, the By RODD ZOLKOS ance clause "It was a direct hit
the bank/insurer relationship, the ASSOC' 1 4 1-I ON trend will continue under the terms of the policy,"
trends also have changed the way "Our current portfolio of prop- ORLANDO, Fla -Coverage Mr Villers said
insurance companies view bank erty/casualty products respond to for unauthorized trading lS According to J Kelly Reyher,
professional liability risks whether co-chief executives can a relatively small portion of the slowly evolving to better fit fi- a partner with law firm Mc-

Speaking to the annual risk successfully co-exist risks your firm is taking," he told nancial institutions' need for Carrick & Mayer in New York,
management conference of the "What does this do in terms of the bank risk managers Moving protection against losses while unauthorized trading
American Bankers Assn last the decision-making ability of forward, however, it will be im- caused by rogue traders coverage is making its way into
month in Orlando, Fla, Peter W that organization?" he asked portant for underwnters to devel- That evolution has been a the market to cover proprietary
Wilson, president and chief oper- "Who sets the vision for the orga- op products that address more of slow process, according to pan- trading losses, there also is in-
ating officer of CNA Financial In- nization? those risks, Mr Cox suggested elists at the American Bankers terest among financial lnStltU-
surance in New York, noted that, Risks emerging from the inte- But, in developing those new Assn 's annual risk manage- tions for policies that would
as recently as the mid-19805, gration of multiple technology products, drafting the policy lan- ment conference last month in cover third-party losses
"there were lots of banks out platforms, such as merging com- guage is relatively easy, it's in the Orlando, Fla But the pace is "The first problem that we
there that were ]ust banks " panies' computer systems, are an- underwriting and claims-han- deliberate, they say, as insurers heard about a lot lS that lt'S

In 1985, there were 14,000 dling expertise that some insurers gradually learn more about the limited to proprietary trad-
banks in the United States, he might have problems, Mr Cox nature of the exposure ing," Mr Reyher said But, he
said, and the regulatory environ- 'We're witnessing. . .a said Using the experience of bank noted, "that's what it was in-
ment drew clear lines between "The inability to price risk ap- Barings PLC as a touchstone, tended to do because it'S first-
banking, security dealing and in- virtual explosion in (bank propriately can lead to bad mar- Rupert C C Villers, managing party coverage "
surance purchasing) of non- ket decisions, price volatility and director of Lloyd's of London "The other question that

Today, merger and acquisition abandoning of markets," he said underwriting agency SVB Syn- comes up is the policy is some-
activity has reduced the number traditional products,' Consequently, he suggested, the dicates Ltd, noted that SVB what specific on the types of
of banks to about 9,000, and fi- says Peter W. Wilson. future will bring more partner- trades," the attorney said But
nancial industry convergence has ships and joint ventures between again, he noted, that's by de-
made banks' business more di- insurers and others that can pro- sign "The policies probably
verse and complex vide risk measurement expertise 178 are going to be as specific as

In the 1980s, the top underwrit- other concern, as is the possibility Saying that he sees a need for
No

they can be, because no one
ing concerns of bank professional that merger and acquisition due "corrective action" in certain ar-

AMFRICAN
annual wants to accept more risk

liability insurance companies in- diligence could become lax in an eas, Timothy J O'Donnell, presi- BANKERS conference than they understand "
cluded such things as bank fail- effort to complete a deal dent of the financial institution

ASSOCIrrION Mr Reyher noted that the
ures due to regional economic The possibility that banks may group of National Union Fire In- pricing of rogue trading cov-
problems, highly leveraged trans- relax lending Criteria and operat- surance Co of Pittsburgh, Pa, in erages has been relatively
actions leading to shareholder and ing controls in order to drive up New York, said insurers need to was motivated to introduce its high because of the limited loss
regulator suits, and lender liabili- revenue to meet merger and ac- find ways to broaden the scope of policy for unauthorized trad- history that underwriters can
ty and the emergence of large eus- quisition goals is yet another con- relationships with insurance buy- ing in 1997 The new policy consider
tomer awards cern on the professional liability ers to enable them to develop was prompted by the huge "Obviously, as the loss histo-

Highly leveraged transactions underwnting front products better suited to the buy- losses that some banks had ry becomes better known,
seem to be emerging again as an Meanwhile, technological ers' needs sustained in recent years due to prices will come down accord-
issue for underwriters, according change has introduced additional Whether it's in the form of tra- rogue trading activities, and ingly," he said
to Mr Wilson, while lender habil- concerns "E-commerce has intro- ditional or alternative risk trans- those losses' potential impact Meanwhile, some customers
ity and resulting customer awards duced a whole host of new expo- fer products, Mr Cox said the in- on the institutions are asking whether the cover-
seem to be becoming less of a con- sures," Mr Wilson said surance industry will continue to "The size of these has been age for unauthorized trading
cern While underwriters begin to be involved in bank risk manage- life-threatening, and in the can be wrapped into broader

But with consolidation and con- look at new exposures, banks are ment case of Barings, fatal," Mr insurance programs to bring
vergence driving a host of new un- beginning to change the way they The insurance industry's great- Villers said "These have re- prices down, Mr Reyher said
derwriting concerns, bank profes- structure their insurance pro- est opportunities, though, are in suited from operational fail- Buyers also are asking insurers
sional liability insurers find them- grams, said Robert C Cox, man- providing new products to meet ures, not market risk " whether they can amend the
selves confronted with such issues aging director of Chubb & Son emerging needs, rather than in At Barings, the company ul- wording of their bankers pro-
as the "culture clash in the execu- Inc in Warren, N J trying to sell the same old prod- timately collapsed in 1995 after fessional liability and financial
tive suite," Mr Wilson said, and "We're witnessing now what I ucts, he said lai losing approximately $1 4 bil- institutions bond coverages to

lion due to the unauthorized cover rogue trading exposures,
activities of trader Nick Lee- he said

Benefits resources) obiectives for a total managers said benefits should son The next generation of unau-
compensation perspective," ac- vary according to performance, "The SVB objective was to thorized trading coverages
cording to the survey and 49% of workers said that it achieve broad, unambiguous likely will Include endorse-

Continued.from page 3 Less than half of the managers was appropriate for companies coverage, understandable by ments to existing bank policies
and 3,750 workers was conducted polled said that benefit programs to adjust their contributions to senior management," Mr "that basically takes unautho-
in 1997 and 1998 in seven coun- are sufficiently flexible to meet retirement accounts oased on Villers said rized-trading coverage and
tries Brazil, Canada, France, Ger- the changing needs of business, a company's overall performance The insurance clause in the adds it as a separate policy sec-
many, the Netherlands, the Unit- and only a little more than one- Workers in Germany and the coverage refers to "direct fi- tion," Mr Reyher said
ed Kingdom, and the United third of managers and employees United States were most willing nancial loss caused by unau- But for now, new unautho-
States viewed benefits as a key fac- to take on that risk of lower con- thorized trading by any trader rized-trading policy forms hit-

One of the main findings was tor that attracts people to work at tributions Workers in the Nether- while trading for the assured ting the young market are only
that while most organizations are lands and the United Kingdom which unauthorized trading slightly broader than existing
undergoing significant changes in were least willing, according to was concealed or was falsely policies, he said
their business environments, their Only a little more than the survey recorded," he noted "The idea there lS to create
benefits programs largely remain Meanwhile, views on whether As such, a loss like that suf- something that's lut a little bit
the same, the survey said Sixty- a third of managers retirement incomes would meet fered by Barings, for example, broader kind of the inere-
six percent of managers polled and employees see workers' needs varied consider- fits the guidelines of the insur- mental change idea "
said that their organizations had ably
undergone a significant reorgani- benefits as a key way Fifty-six percent of w orkers m
zation in the past two to three to attract workers. Germany and 51% m the Nether-
years, the survey said lands and the United Kingdom Bankers' conference

In benefit programs, 52% of were confident that they would
managers reported changes in have enough retirement income to
variable pay programs, and 50% a company, according to the sur- meet their needs But only 22% of draws 235 to Orlando
reported changes in performance vey French workers and 33% of U S
management programs "This finding holds true across workers had the same level of

Only 32 %, however, reported all countries in the study, 1nclud- confidence ORLANDO, Fla -This subjects as Year 2000
changes in retirement and disabil- ing the US, where employer- Overall, the survey responses year's American Bankers claims, Internet bankmg,
ity programs, the survey said The sponsored benefits play a more demonstrate that decisions about Assn Insurance Risk Man- No unauthonzed tradrng expo-
lack of change in retirement pro- important role in the total pack- benefits will be increasingly driv- agement Conference drew sures and coverage, hollstic
grams was most noticeable in age of rewards," the survey said en by a company's business strat- about 235 financial institu- ANI FRICAN risk management and em-
Brazil, Germany and the Nether- Yet many managers and work- egy, the survey concluded tion risk managers and m- BANKERS ployment practices hablli-
lands, the survey said ers are willing to see a more "Benefit designs will move surance Industry profes- AhhOCI 4 HON

tY
"To the extent that pay and per- proactive role for benefit pro- away from the traditional entitle- sionals to Orlando, Fla 's For more information on

formance programs have changed grams, including making them ment-based approach to one that Buena Vista Palace Resort & Spa next year's conference, to be held
while benefit programs have not, vary from year to year with com- emphasizes flexibility and shared Jan 24-26 Feb 13-15,2000, in Scottsdale, Ariz,
benefits could be even more out of pany performance responsibility with employees," Risk managers attending the con- contact the ABA's customer service
sync with business and (human According to the survey, 53% of the survey said  ference heard speakers address such center at 800-338-0626 Em
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PMCC
Continued from page 2

Currently, the NCQA rates the
quality of managed health care
plans, the Joint Commission ac-
credits hospitals and a variety of
other health care providers, and the
AMA offers quality recognition to
doctors through its American Med-
ical Accreditation Program, AMAP.
The PMCC, consisting of five mem-
bers from each organization, has

Explosion
Continued from page 3
Rouge complex.

The company was working with
Detroit Edison to establish a new

electrical substation at the Rouge
site, a spokeswoman said. The
powerhouse that was destroyed
fed the Rouge complex enough
power to supply a medium-size

The deadly blast
and fire destroyed the
generating system that
supplied electricity and
steam to the complex.

city.
Ford spokespersons would nei-

ther discuss the company's prop-
erty insurance nor speculate on
the extent of financial losses due

to structural damage.
It would take "several weeks, at

minimum," for Ford to ascertain
for insurance purposes how much
it needs to recoup in lost income
due to the Rouge incident, a
spokesman said. He would not
provide details on Ford's business
interruption coverage.

Because of the down time, Ford
suffered a loss "in the hundreds"

in terms of auto production, a
spokesman told Automotive

News, a sister publication of Busi-

met twice thus far.

The PMCC plans to appoint com-
mittees of medical experts to devise
common performance standards for
providers such as physicians, hos-
pitals, nursing homes, home care

agencies and managed care net-
works, "so that we're measuring the
right things with the greatest bang
for the buck," said Jerod M. Loeb,
vp-research and performance mea-
surement of the Joint Commission.

The subjects addressed by the
various committees might include

ness Insurance. Work shifts at

Ford assembly plants in Wayne,
Mich.; Lorain, Ohio; and Wixom,
Mich., were reduced to four hours
last week because a lack of com-

ponents from the Rouge complex
was feared.

The three Rouge facilities that
were able to reopen using tempo-
rary generators were a frame as-
sembly plant, a stamping plant,
and an engine and fuel tank facto-
ry.

Electricity and steam power
also was lost at Rouge Steel Co., a
subsidiary of Rouge Industries
Inc., which operates a huge plant
at the complex site. Operations at
the steel plant were halted. The
Rouge powerhouse was jointly
owned by Ford and Rouge Steel,
supplying both with electric pow-
er, heating and processing steam,
mill water compressed air and
turbo air.

Rouge Steel, whose 3,100 work-
ers were idled by the loss of pow-
er, has business interruption in-
surance that will supply "ade-
quate coverage," said Marc Bellis-
ton, director of investor relations
and strategic planning.

The company, which late last
week was still without electricity,
steam and water, would have its
rolling mills back in operation in
a matter of days. Its primary oper-
ation, a blast furnace, was expect-
ed to be back up later, Mr. Bellis-
ton said.

There was limited damage to
steel-making facilities at the
Rouge site, but its extent has yet
to be determined, he said. m
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trea.ment for different forms of

cancer, heart disease, strokes, dia-
betes, and the care of pregnant
women, he said.

The PMCC would like have the

committees begin work within the
next few months, Mr. Loeb said.

also offered accreditation to man-

aged care networks, said the
NCQA's Ms. O'Kane. "We're not af-

ter their business, and we wish they
wouldn't be after ours."

The ultimate objective in provid-
ing performance measures based on

'We want to cut out duplication, and we
believe that, having all three organizations
together, we can get better information,'
says Dr. Randolph D. Smoak Jr. of the AMA.

"This is the way we'11 march in
the future-toward a new drum-

mer," he said. The three organiza-
tions will continue to market their

own evaluation and accreditation

programs separately, while still co-
operating on the design of the es-
sential measurement, systems that
underlie them, he said.

"I know it's hard to imagine you
can compete yet collaborate, but
that's the nature of doing business
in the 1990s." he said.

This may not be easy. Closer col-
laboration between NCQA and the
Joint Commission rnight prove to
be "pretty awkward," because the
latter organization since 1994 has

common standards is to reduce the

variations in health care that arise

from provider to provider, Mr. Loeb
said.

"The large purchasers out there
are looking for answers to some
very good questions," he said. "The
benefit manager cares about

whether the quality of care being
provided to employees when they're
diagnosed with diabetes is better in
Plan A or Plan B."

The panels are especially likely to
establish common performance
standards for "high-cost, high-vol-
ume, high-risk areas that are
known to be problem-prone and
have significant variations in treat-

ment," he said.

Measures will gauge treatment
procedures, medical outcomes and
patient satisfaction levels, he said.

"We want to cut out duplication,
and we believe that, having all
three organizations together, we
can get better information, more
timely information," said Dr. Ran-
dolph D. Smoak Jr., chairman of
both the AMA and the AMAP.
"This will cut out some of the du-

plicate effort, reduce costs and put
out a report card in the form of a
superior product."

Within the next couple of years,
some comparative data on physi-
cian quality might begin to be
available to purchasers and the
public, he said.

Ms. O'Kane said the alliance aims

to reduce the "confusion, if not re-
sistance" encountered when

providers are faced with uncoordi-
nated evaluations by different or-
ganizations.

"We think this is a win-win-win

all the way around," she said.
She emphasized, however, that

the distinct cultures of the AMA,
the NCQA and the Joint Commis-
sion would not result in an outright
melding of quality measurement
programs.

"We're not merging the organiza-
tions; we're merging these (medical)
technical panels," she said. .B

Certified Grocers names new vp
Joe Ney has been elected corpo-

rate vp of Certified Grocers of Cal-
ifornia Ltd.

Mr. Ney,
50, already -6* 
serves as ,- -
president of .* JAW
the Com- -IC / 1
merce, '- -*= -„' f

Calif.-based 
grocery dis- .4 .1 L-
tributor's in-

surance sub-

sidiaries,
which in- Mr. Ney
clude

Bermuda-based captive Spring-
field Insurance Co. He also is re-

sponsible for risk management
functions at Certified Grocers.

Mr. Ney reports to Alfred A. Pla-
mann: president and chief execu-
tive officer of Certified Grocers.

Mr. Ney also has served as vp-
administration for Grocers & Mer-

chants Insurance Services, a Cov-
ina, Calif.-based insurance agency
unit of Certified Grocers. Prior to

that job, he was underwriting
manager and systems analyst for
National American Insurance Co.

in Long Beach, Calif.
Mr. Ney holds a bachelor of arts

degree in behavioral and social sci-

Comings & Goings: Buyers

ences from the University of Cali-
fornia at Irvine.

He earned the Associate in Risk

Management designation from the
Insurance Institute of America.

***

Richard W. Ryan has been
named director of risk manage-
ment at Franklin Resources Inc., a
San Mateo, Calif.-based company
that provides investment manage-
ment, shareholder and distribution

services to

the Franklin

Templeton
family of

funds and

institutional

accounts.

Mr. Ryan,
52, is re-

sponsible for
Franklin Re-

Mr. Ryan source's risk

management

programs on its worldwide proper-
ty, liability, crime, directors and
officers liability and errors and
omissions exposures.

In his newly created position,
Mr. Ryan reports to Michael Mc-
Culloch, director of corporate ser-
vices.

Before joining Franklin Re-
sources, Mr. Ryan was manager of
corporate insurance at Bank of
America in San Francisco.

He holds an engineering degree
from State University of New
York's Maritime College in Fort
Schuyler, N.Y.

Mr. Ryan also earned the Associ-
ate in Risk Management designa-
tion and is a board member of the

Golden Gate chapter of the Risk &
Insurance Management Society
Inc.

.

We'd like to report on staff
changes in your company's risk
management, safety and emplcyee
benefit departments.

Contact Michael Bradford, As-
sociate Editor, Business Insur-
ance, 2726 Prytania, #6, Nezo Or-
leans, La. 70130; 504-269-9988;
fax: 504-269-0858; or via e-mail:
mbradfor@crain.com. Please send
a photograph, too.
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Global Briefs

Maarten Hulshoff is to step down as
chairman of Amsterdam, Netherlands-
based international credit insurer NCM

Group to become chief executive officer
of the Dutch bank Rabobank Interna-

tional. He is expected to leave NCM by
summer, and a successor has yet to be
announced. Zurich, Switzerland-based

reinsurer Swiss Re is a majority share-
holder in NCM. . . .Oldwick, N.J.-based
rating agency A.M. Best Co. has as-
signed an A (Excellent) rating to New
India Assurance Co. Ltd. of Fort Mum-

bai, India. Best based New India's initial
rating on its superior capital position,
strong operating performance and
strong market position in the domestic
insurance market in India. In addition,

New India has developed "significant"
international operations, said the rating
agency, with a "long record of success-
ful trading" in the international mar-
ket. . . .Business risk consultant Control

Risks Group is opening new offices in
Singapore and Sao Paulo, Brazil. In ad-
dition, it has recruited Larry Gurwin,
former member of the U.S. Senate Per-

manent Subcommittee on Investiga-
tions, to head up its investigative team
in Washington. Former assistant com-
missioner of the Royal Hong Kong Po-
lice Mike Horner is to head up the new
Singapore operation, and Jim Wygand
has been appointed to lead the Sao
Paulo office. He previously was manag-
ing director of Kroll Associates in Sao
Paulo... .London-based equine broker
British Equestrian Insurance Brokers
Ltd. has bought specialist marine broker
St. Margarets Insurances Ltd. from
Lloyd's of London broker Ian McCall
Holdings Ltd. . . .Bermuda-based EXEL
Ltd. is to change its name to XL Capital
Ltd. following shareholder approval.
The organization will change its name
and unveil a new company logo Feb.
15. ...The Kenyan government has
failed to find a buyer for state-owned
Kenya Reinsurance Corp. Although sev-
eral potential suitors for the company
came forward, the government rejected
all bids and is planning to start the pro-
cess again. . . .The Singaporean govern-
ment is aiming to attract financial guar-
antee insurers to the country with a re-
view of the insurance regulations, ac-
cording to Lim Hng Kiang, minister for
national development and second minis-
ter for finance. . . .January storms in On-
tario have cost the insurance industry at
least $50 million Canadian ($33.1 mil-
lion), according to figures issued last
week by the Insurance Bureau of Cana-
da. . . .London-based accountant Coop-
ers & Lybrand, now Pricewaterhouse-
Coopers, has been fined £1.2 million ($2
million) for its role as auditor to compa-
nies run by Robert Maxwell, the media
tycoon who raided his companies' pen-
sion funds in the early 1990s. In addi-
tion, the auditor has been ordered to pay
£2.1 million ($3.4 million) in costs and
has been censured by the Joint Disci-
plinary Scheme tribunal, the accounting
watchdog. . . .The European Union's
Council of Ministers has resumed dis-

cussions on the draft directive on insur-

ance company liquidations. The pro-

posed directive includes a suggested
precedence of creditors for liquidated
insurers, putting policyholders behind
employees, tax authorities, social secu-
rity authorities and guaranty fund ben-
eficiaries. . . .Insurance Corp. of the
Channel Islands, the Guernsey-based
subsidiary of U.K. multiline insurer
Royal & SunAlliance Insurance Group
P.L.C., has bought Assicurazioni Gener-
ali S.p.A.'s local non-life book of busi-
ness for less than £500,000 ($817,650).
RSA sold its Guernsey-based life opera-
tion, Sun Alliance Worldwide Insurance
Co. Ltd., to Generali Worldwide Insur-
ance Co. Ltd. in May 1997 for about £15
million ($24.5 million).
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Seeking new business
Market Board strategies for next three years include lower subscription costs

By SARAH GODDARD

LONDON-Lloyd's of London is looking to
cast its net even wider to catch new business,
and reducing business costs is a major lure.

In a document issued last week, "Priorities for
Growth," the Lloyd's Market Board outlined the
strategies it intends to use to increase business
over the next three years.

Its first priority is to create an attractive trad-
ing environment, states the document. Costs in
particular are targeted. By 2001, Lloyd's aims to
reduce the premium levy used to pay off the
market's syndicated loan to just 0.85% of premi-
um volume.

Lloyd's took out a loan totaling almost £300
million ($490.6 million when converted at a cur-

rent ex-

LLOYD'S ..change

from a

consor-

tium of

banks to help finance its reconstruction and re-
newal plan. Currently, it is being paid off with a
1.1% levy on all premiums written by the mar-
ket, and from proceeds of Lloyd's debt collection
process against former members who refused to
pay losses. The Lloyd's Market Board aims to
eliminate any premium levy by 2002.

At the same time, annual subscriptions for
members will fall from their current level of

0.35% of capacity-down from last year's figure
of 0.5%-to 0.25% for next year.

Also, Central Fund contributions are set to fall
for corporate investors, currently paying 1% of
their capacity to bolster the fund of last resort.
This will be reduced incrementally beginning
next year, ending up at 0.25% for the 2003 year
of account. "We will build (the Central Fund) to

a point where it doesn't need to be built any fur-
ther," said Lloyd's Chief Executive Officer Ron
Sandler.

Lloyd's has been working hard to reduce its
See Lloyd's on page 19

Cat losses, satellite claims hurt ReAC
By SARAH GODDARD

LONDON-Large catastrophe losses plus a run of satellite claims last
year have led Reinsurance Australia Corp. Ltd. to post losses of up to $45
million Australian ($28.6 million) and stock analysts to speculate that the
Sydney-based reinsurer could find itself an acquisition target.

The reinsurer originally warned of lower profits in October, as it started
to feel the effects of Hurricane Georges. At that point, it reduced its 1998
profit estimate to $33 million Australian ($21.0 million) from $70 million
Australian ($44.5 million).

A flood of claims in early December across all classes of business, plus
further deterioration in Georges-related losses, led the reinsurer to post a
loss warning the day before Christmas.

"We had a very poor year on satellite business," said Chief Operating Of-
ficer Tony Crossley, with claims levels much higher than normalloss years.
In addition, there was "a very high frequency of losses on every account we
write," he explained. ReAC's book is a mixture of international property,
catastrophe excess of loss, marine, aviation and space business. "This was
a year in which diversification (of classes of business) worked against us,"
he said. At the same time, the weak pricing conditions meant "there was
very little room to absorb any significant shock towards the end of the
year," he added.

ReAC was launched slightly more than five years ago to take advantage
of the hard market conditions and capacity shortage at the time. Although
headquartered in Sydney, it writes international business through a net-
work of branch offices, including Paris, Hong Kong and Miami, and has a
subsidiary reinsurer, Monegasque de Reassurances, in Monaco.

Hurricane Georges, shown in this
image from GOES satellite,
contributed to a bad 1998 for

Reinsurance Australia Corp Ltd

Other exposures for the 1998 account include Hurricane Mitch and Swis-
sail'Plight 111, whichcrashed into the ocean nearNova Scotia, Canada, on
Sept. 3, 1dlling all 215 passengers and 14 crew members. Mr. Crossley esti-
mated Hurricane Georges will cost the reinsurer $80 million Australian

See ReAC on page 20

French health system criticized
By MARIA KIELMAS

MONTPELLIER, France-The French
health care system badly needs to be reformed
to cut high costs and to increase the quality of

care, according to health
-

- insurance experts and
Illr-- risk managers.
IF:= Health care reform

was a major theme at the
1999 conference of the

AMRAE Assn. pour le Manage-
ment des Risques et des
Assurances de l'En-

treprise, the French risk management associa-
tion, held late last month in Montpellier,
France.

In addition to the crisis of increasing contri-

butions by employers, the logic of Ptance's un-
limited health care indemnity system itself is
being questioned, said Daniel Laurent, a pro-
fessor of computer science at the University of
Paris and a scientific adviser to the Paris-based
insurer AXA S.A.

Employers in France make contributions not
only to the state-funded system but also to pri-
vate health care insurance, which 85% of the
French population buys to supplement state-
provided health care benefits. Group plans ac-
count for 60% of the private health care insur-
ance market, which is funded by employer and
employee contributions totaling 1% to 3% of
pay, according to Mr. Laurent. The state health
care system is funded through an 18% payroll
tax, of which employers pay 12% and workers
pay 6%.

"France spends very nearly twice as much
on health care as other developed countries,"
said Gilles Johanet, dirdctor general of the
Caisse Nationale d'Assurance Maladie des

Travailleurs Salaries, the state-run health in-
surance system. But, he said, "there is no trans-
parency in the system or in the quality of ser-
vice provided."

Mr. Johanet said any health care reform
must address three issues: quality of service,
which is not receiving attention from either pa-
tients or providers; whether providers can
refuse or limit some treatment requests; and
drug costs.

State spending on medication is not con-
trolled and thus siphons off a large proportion
of the state system's funds, he said.

See France on page 19

D&0 liability an issue worldwide
By MARIA KIELMAS

MONTPET.T.TER, France-Wider publicity
of corporate financial difficulties and practices

is putting directors and
- officers liability into the

Ir----- spotlight on both sides of
Ilt:= the Atlantic.

As a result, risk man-

agers must look carefully

AMRAE at the corporate gover-
nance process and in-
form top management of

all types of exposures, according to partici-
pants at a workshop titled "Corporate Gover-
nance and D&0 Issues" at the convention of

the Assn. pour le Management des Risques et

des Assurances d'Entreprise, held late last
month in Montpellier.

As companies become more global and the
euro takes hold, there will be a move toward

greater harmony of corporate governance con-
cepts, said Jane Hodgson, assistant vp and
U.K. retail executive protection manager at
Chubb Insurance Co. of Europe S.A. in Lon-
don.

Now, though, corporate governance prac-
tices vary considerably worldwide. The
British and U.S. corporate models tend to in-
clude diverse shareholder bases and are more

liquid, whereas the European model tends to-
ward cross-shareholding, she said, a model in
which companies and banks invest in each
other.

"Each country has a different belief system
of what a board should be," Ms. Hodgson ex-
plained.

Christopher Lajtha, risk manager at oilfield
services group Schlumberger Ltd. in Paris,
moderated the workshop. He said one reason
corporate governance has become a pressing
issue is the expansion of companies' share-
holder bases and developments in information
technology, which have combined to push for
greater transparency in corporations.

Drawing on his experience in the United
Kingdom, Mark Butterworth, group insurance
risk manager at London-based Prudential
Corp. P.L.C., noted that several financial scan-
rl,lq in the British markets have triggered pub-

SeeD&00npage19
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Rates: Display classified is $180 00 per column inch, minimum ofone inch. Straight class:fied Closing: Published every Monday Copy must be m typewrittenform by 5.00 Tuesday, 6 days
is $16 00 per line, minimum of 5 lines Count 34 characters per hne (include each space and preceding pubhshing date No verbal phone copy accepted Most major credit cards accepted
punctuation as a character). Additional $25 00 chargefor all blind box ads Only those responses Mail ads to, Irals Amleshi, Classified Advertising, 740 N Rush St , Chicago, IL 60611
whichjit mto a business size envelope will beforwarded. Responses areforwarded daily For more information call 312-649-5340, FAX 312-649-7937, or e-mail lamlesht@crain.com

REQUEST FOR PROPOSALS , REQUEST FOR PROPOSALS , HELP WANTED , HELP WANTED HELP WANTED OPPORTUNITIES

MARKETING REPRESENTATIVE NATIONAL USED CAR CASUALTYNEW YORK CITY HOUSING AUTHORITY
Orlando, FL based software development INSURANCE PROGRAM

5 PUBLIC NOTICE
company looking for an experienced Is looking for agents, people with

REQUEST FOR PROPOSALS (RF[P $211,$/ir'Imi#empment marketing representative with insurance expertisekontacts to help grow bus,ness
background & track record Competitive Competitive commission and possiblePROPOSALS FOR BROKER(s)/CONSULTANT(s)13 salary, commission and benefits exclusive territories Please respond byTO PROVIDE PROPERTY INSURANCE SERVICES

4 The Authority invites insurance Consultants/Brokers to submit proposals to pro a (Inda-"4 Posimions- Qualifted applicants contact Recruitment calling Greg at 1(800)642-4432
Administrator, PO Box 5029, Winter Park,ir vide consulting services (the "Services7 for the purpose of enhancing the

The PMA Insurance Group, an innovative and technically FL 32793-502901 Authority's property insurance program
Proposals shall be made in the format outlined m the Request For Proposals sophisticated P&C Insurance leader in the Mid and South Atlantic
packet and shall contain full submission reluirements Packets may be obtained regions, has the following excellent opportunities m the greater

A 2 from the New York CKy Housing Authority, Hnancial Operations Department, 250 Philadelphia area HELP WANTED HELP WANTED
 Broadway, Room 632, New York, New York 10007 Completed proposals must be

received bv43[)PM on March 9.1999 BUSINESS DEVELOPMENT MANAGERL A proposers conference will be held on Februal¥ 16.1999 at 130 AM atthe You will be accountable for new business solicitations and produc-
"Where Professionals Insure Their Careers"Authority's central office, located at 20 Broadway, New York New York 10007 tion for large accounts, large middle-market accounts, group/pro-

Afy,-3» Atl mquires for addmonal mformaton regarding the Request For Proposals gram business and integrated disability opportunities You will alsomay be directed,in wrmng, to Augusto Montar Assistant Director, identify and develop relationships (and maintain existing relation-Financial Operations, atthe above address or by calling (212) 306647&
ships) with key agents and brokers,n New Jersey, develop strategicTHE AUTHORITY IS NOT SEEKING INSURANCE
sales approaches and coordinate team selling and presentations

CORPORATE SENIOR RISK ANALYST
COVERAGE QUOTES AT THIS TIME

Rudolph W Glullant, Mayor, New York City To qualify, you must have a college degree and 5+ years of under-
Kalman Finkel, Acting Chair, NYCHA wnting or marketing experience with large P&C accounts Strong Major multi-national corporation, based in suburban Los Angeles, seekscommunication, presentation and strategic business planning skills

a dynamic risk professional with 3-5 years experience handling generalare essential Position is based in Mt Laurel. NJ, and involves light
ADVANCED DEGREES ADVANCED DEGREES

travel Job Code BDM casualty/property insurance programs, excellent communication &
COMMERCIAL-MARKETS REFERRAL UNDERWRITER interpersonal skills and a college degree, along with a thirst for
Based at our headquarters in Blue Bell, PA, you will serve as a challenge & opportunity Prior corporate or major insurance brokerage
technical resource for our Underwriting Department You must have experience preferred MBA, CPCU, ARM are welcome credentials SalaryGet Maximum Security 5+ years of multiple lines underwriting expenence, working on
accounts between $5OK and $75OK Strong communication and range of $50-58,000, commensurate with experience, bonus

for Your Future organization skills and understanding of the marketing side of potential & relocation assistance Qualified candidates are invited to
underwriting are required You must have a detailed understanding call Richard Meyers or Mike Tannenbaum at 888-RMA-SEARCH, fax to
of the mechanics and skills of risk and exposure analysts and rateEarn your Masters Degree in

Jniversity 973-765-9009, e-mail to richardmeyers@rmainc.com, or forward toLeicester development. Job Code CMRU
Security Management without giving 15 James St, Florham Park, NJ 07932
up work. You structure your study to Med Kingdom INTEGRATED DISABILITY DEVELOPER

You're needed to sell our integrated disability product through bro- IU NOCHARD MEYERSfit your schedule. location and budget as you protlt from kers/agents in New Jersey You will develop new relationships with
the experience and knowledge offered by the world-class 111'11 * ASSOCIATES IMc

the distnbution force; develop marketing plans, prospect Informs-
wmv. rmaine.comfaculty at the Scarman Centre at Leicester University-a tion, proposals and presentation matenals, and work closely with

EXECUTIVE RECRUITERS NATIONWIDE ==1world leader in providing distance learning. the Underwriting Department and branch offices Position requires
high energy and initiative, along with previous disability expenence
Based m Mt Laurel, NJ Job Code IDDNo GMAT required

HELP WANTEDLocal support center The PMA Insurance Group offers a comprehensive and very compet-
itive compensation package that includes base salary plus commis-· Work experience & qualifications considered for entry
sion, a 401(k) that matches dollar-for·dollar on the first 5% of salary,Offered under Royal Charter
a company-paid pension plan, full cafeteria benefits plan including CLAIMS ADIUSTER insuronce
purchased personal time, and 100% tuition reimbursement

Call Warren & Co, a western regional TPA, Circulation BmakdownMasters programs also are available in Security & Crime
Is seeking an expenenced Bl adjustef lotRisk Management, Criminal Justice Studies, Public Order To apply please fax or mail your cover letter, resume and salary
our SEATTLE office Must be organized,

Commercial Consumers
Studies and Risk. Crisis & Disaster Management. history to

The PMA Insurance Group entrepreneunal and able to effectively Adminitralive:
Human Resources-AC A*THE Pau* communicate with attorneys Selt-motivated

For more information and a free brochure. candidates seeking comp®tive compensation CEO's, Presidents, and Owners, 5007
Job Code (please specify) ...

call us at 800-874.5844 or e-mail rdiusa@erols. com. 380 Sentry Parkway ..GROUP and comprehensive benehts (medical, dental, Vice Presidents, Geneml Managers and
Visit the university's web site at: P.O. Box 3031

www. le.ac. uk/scarman/ 1,di Blue Bell, PA 19422-0754
vision, life) should submit resumes to OtherAdminlstmtive Personnel 5,346

Carl Warren & Company
Fax: (610) 397-5137 EOE M/F/D/V

Financial:
Attn Human Resoumes

Chief Ananctal Omcers and Vice PresidentsP 0 Box 25161
Santa Ana, CA 92799-5161 of Finance 4,872

Fax (714)740-7995
SecretmBs, Treasurem, controllers and

HELP WANTED HELP WANTED HELP WANTED HELP WANTED other Finalloal Pemonnel 3,927
e-mail mlapmde@carlwarren com

Ri*Employee Benefits:
Vice Pres,dea, Directom, Managers, and otherYour Experience Is About To Pay Off. WORKERS' COMPENSATION CLAIMS PROFESSIONALS

HELP WANTED related department personnel of insurance, nsk
BE PART OF OUR CONTINUING SUCCESS STORY! , employee benems, pemonnel, compensabon,

PLI Brokerage, a national insurance broker and subsidiary of The Chubb pension, safely, sectin,Industnal relabons,
Corporation, is seelang ambitious, aggressive and experienced professionals Woed Class Peol}lei World Class Oppottunitles The cotlttnu ng rapid growth of Sedgwick Claims

Management Services-a leading national provider of Integratid Disability Management Se,VICBS- PERSONAL LINES- human resources and employee/
for various positions nationwide PLI specializes m niche personal insurance

has cmated exciling oppodunities for expenenced Wofkers' Compensation Claims Examiners to handle UNDERWRITING labor relatons 13,774
sales and marketmg and offers you the advantages of an entrepreneunal

CA, KY or TX claims at our Louisville, KY location This is an opportunity to make a significantculture with exceptional Fortune 500 benefits MANAGER Sub.total 32,926contribution as we provide claims administration lor a very visible, majof, national account
Assoclattons 259Regional And Office Managers Excephonal Opponunity{ A large Boy Area Insurance

WC EXAMINERS
Semices firm is launchmg o new subvdiary company Government Unions and

Will manage sales and service for one or multiple PLI offices Should have One of the examiners will serve as Team Lead for our Callforila claims unit and will need to have The Ideal tondidate for this posihon should have 8+ Educational Instltuttons 931

expenence working with upscale clientele and strategic alliances, including in-depth WC claims knowledge as Rell as extensive experience tandling litigated claims yeots of mdustly expenence, miluding litee yeofs
financial consultants, mortgage lenders, and realtors The ideal Workers' Compensation Claims Exammer candidale will have three or more years of of manogeno| pmchce Imumnce camet or Monoging Commercial Consumers

successful experience as a WC Clains Exammer-preferably handling CA, KY or D( claims--excellent Generol Agency bockg,ound Is also prefermi Sub-total 34,116Relationchip Managers communications and interpmonal skills, and strong customer semice onentation College Degree a This pe,son should be comfortable with Me InsurAnce Agents and Brokers 7,735
Howmg processesLooking for highly motivated mdividuals who can foster new client relation- plus Mullistate expenence a plus Insumnce Companies 6,668

ships through paitnerships with financial consultants, affinity groups and real UTIGAnON SPECIAUST • Feisonal line Undeiwnmg Guidelines AccountamS, Actuanes,
estate businesses

The person we seek will have at least two years of claims management and good legal experience We *Poky huon{e Attorneys & Consultants 2,520

are looking for Individuals who possess good wntlen and verbal communication, interpersonal, pc, • bmium Insmilment Pmcesgng Adlustem, Appm,sets, TPA's, Ca®ve ManagemSales E.,ecuti,es
and negoilating skills Some essential functions ot this position Include handling WC clmms, • legal Nok#cakon Procesgng & Health ure Prowders 1,437

It you have a strong entrepreneunal spint and the ability to bond well with developing strategies to minimize legal costs, se,ving as an internal coordinator and facilimtor, and Omels Allied lottie field 159Propetly & (usually kense and computer litemcy oteprospects and clients, determine their needs and provide appropnate services, approving litlgation referral forms V,le prefer CA, KY or TX experience nxessaty We need o production onented, idea Tolal Qualifiedwe have a position for you As wechallenge yourpmfessionalabilities, wepmvide alfiendly, dynamic wofk environment Poised to genemling, team building individual Mease submit 53,235

foster personal and prolessional growth, and a vety competitive compensation and benehts package resume and solog requirements to Ae following Non-qual,lied*aid Subscnpbon 17
All candidates should possess valid P/C License and expenence m

which indudes medical, dental, matching 401(k), and a mt,rement income program Single Copy Sales 3addresssimilar position For Job opportunities m your area, visit our website at
For immed13{e consideration, please mall Of lax your resume showingwww phbrokerage com Send resume to Human Resources, PLI Brokerage, Eumko lim=ca Semcz TOTAL CIRCULATION 53,255expenence, educational background and salary requirements to Terry

25 Independence Blvd, 4th Floor, Wan·en, NJ 07059 or fax to 908-903-6501 Peterson, Sedgwick CMS, 230 W Monroe, Chicago, IL 60606 FAX PO Box 4052 • (d, CA 94524 * Sou/reBus/ness,Occuphonal
or e-mall to careers@plibrokerage com 312/683-7693 of 312/?26-4123 Limited relocation assistanceavailable breakdown o/qualmedomu@on,

-dj May 25,1998 Issue, asEqual Opportimity Emploier EOE nul/dk submmed to BPA for June 1998

CHUBS Personal ins,mmce Profess,onal Solunons. PLIBke#In  SedgWick visit us on the web at 50*16£com
To Place an ad contact

BPAPubl,51* s Statementiamleshi@crain.com
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France budget for state health care spending covers about 3 milhon private health among private-sector companies tals are unable to estimate health care
But any government health care insurance clients within the framework of the casting costs because they don't itemize ex-

cutbacks likely would burden em- Mr Laurent, AXA's adviser, said national system and adopt a rlsk penses Doctors thus have no incen-
Contmued*ompage 17 ployers that provide complementary the insurer plans to create a mutual management strategy," Mr Laurent tive to keep down costs The AXA

"About 30% of emergency admis- plans French employers already face msurer, AXA Sante Mutuelle Assur- said plan, which is still in the conceptual
mons to hospital are due to comphca- payroll taxes of more than 45%-one ance, to manage health care nsks, and AXA is proposmg an experimental stage, proposes that doctors be share-
tions with medication," said Jean de of the highest rates m the developed a health assistance network to ensure network in the Ile-de-France region, holders in the system and thus have
Kervasdoue, an honorary professor at world For this reason, it is important the provision of medical help and the which mcludes Pans, to cover a so- an Incentive to control costs The doc-
the Paris-based Conservatoire Na- for risk managers to address the de- coordination of treatment cioeconomically diverse population tors would subcontract out the risk
tional des Arts et Metiers and former bate on health care fundmg m France, The system would be funded The network would be organmed management of the plan to the msur-
government adviser on health care said Alam Lemaire, AMRAE chair- through the complementary health around a 24-hour medical center It ers, said Mr Laurent

Hospitalization costs have nsen man and nsk manager at the Parls- insurance coverage provided by em- would be based on the coordination of The plan is due to start July 1 with
sharply in the past 40 years, as France based food company Nestle-France ployers and/or Individuals, together treatment among health professionals 3,000 initial members, but no agree-
has shited from a volunteer nursing Mr Lemaire said that health care with a proportion of the 18% of gross and the implementation of preventive ment has been reached with the gov-
staff, composed mainly of members of reform can progress in one of three di- salary paid toward the state health measures Non-prescribing doctors ernment as yet on cost allocations
rehglous orders, to specialists, Mr rectlons-by promotmg competition system The new plan would be part would gulde members, dependmg on from the state system When negotiat-
Kervasdoue said "They were domg in the pubbc sector, by estabhshmg of France's social security seruce and their care requirements, through the ed, the precise allocation wlll be based
this for nothing Then in the 1950s, pnvate-sector providers m competi- would reinforce its universal health network of medical treatment on the perceived health rtsk of the
four professionals replaced one nun tion with the pubhc sector, or by the care plan It would be the msurer's re- A plan member would be free to 3,000 members, Mr Laurent said!
In the 1960s and'7Os, all hospitals had complete privatization of the state sponsibility to dellver to the customer consult a practitioner inside the net- AXA is proposing to open up this
to have speciallst equipment and health care system the best quahty care at the lowest pos- work, choosing as his or her personal network's services to other mutual
staff, and now spendmg is ]ust not Although the French government sible pnce, said Mr Laurent The pro- doctor either a general practitioner or companies and to local commumties.
controlled " As a result, the average has not proposed legislative reform, posal is quite different from health a speciahst The member would not Thus, unemployed or poorly paid in-
hospital stay in France is between 10 AXA Group is trying to introduce a maintenance organizations in the have to pay in advance and could, if chviduals not covered by the comple-
and 26 days, he said Unhke the Unit- form of managed care to complement United States, he stressed apphcable, obtain a second opinion mentary plans would be able to re-
ed Kingdom, France has no fixed the existing state system The msurer "We need to mtroduce competition One problem is that French hospi- ceive health care

D&0 but wlll soon become a requirement," The role of non-executive directors Operational risks
said Mr Laltha under the U K corporate model, or of

The three reports-Cadbury, the supervisory board as m the Ger-
Contmued *om page 17 Greenbury and Hempel-were man model, is becommg more crucial enter the equationllc mterest m how companies run merged mto a combmed code of prac- and has imphcations for directors and
their affmrs Such scandals mclude tice forcorporations and published in officers hability insurance

• The 1991 collapse of the Bank of June 1998 Although non-executive directors BY MARIA KIELMAS sured-also need to be examined by
Credit & Commerce International, The push toward more transparen- earn less than executive directors, nsk managers Mr Stephen gave as
which failed amid allegations of cy m the way French corporations are corporate habilities "are shifting to MONTPELLIER, France-The an example the loss of an industrial
fraud Although BCCI was neither run prompted the pubhcation in 1996 non-executive directors for matters treatment of corporations' operational company's only plant Although the
Bntish-owned nor U K -based, it con- of the Vienot Report, which recom- such as Y2K, ethics, audits, etc," said risks as a competitive asset means company, which he did not name, was
ducted most of its operations there mended that companies implement Chubb's Ms Hodgson As a result, new challenges for risk managers, ex- compensated for its loss by business

• Embezzlement of pension funds internal audits France's 40 largest D&O liability coverage should be in- perts say mterruptlon coverage, which allowed
from the Maxwell Group pubhshing creased to reflect non-executwe dire- This issue was the subject of a it to rebuild the plant, it lost cus-
empire by the late Robert Maxwell m tors' growing responsibilities, she workshop, "Operational Risks and tomers for its product m the mean-
1991 'Reporting is not a feel- said Shareholder Value," at the convention time Thus, the loss of the plant wiped

• The 1990 collapse of the textile Glaxo has been re-examining its sponsored by the Assn pour le Man- out 35% of the company's value
and trading conglomerate Polly Peck good issue but Will risk exposures to issues that have tng- agement des Another nsk that must be taken
International soon become a gered pubic controversies, such as ge- Risques et des into consideration is the possibihty

Such events led m December 1992 netically modihed products, environ- -- Assurances de that an occurrence wlll have a nega-
to thepubhcation ofthereportofthe requirement,' says mental impact assessments and the IE l'Entreprise,the tive impact on a company's share
Cadbury Committee on the Fmancial Christopher Lajtha. probity of its supphers French nsk pnce, such as the 1984 leak of methy]
Aspects of Corporate Governance, Ms Hodgson outlmed a brief h]sto- manager's soci- isocyanate gas at a Union Carbide
later known as the Cadbury Report, ry of shareholder activism and the AMRAE ety, held Jan Corp pesticide manufactunng plant
along withthepubhcationof a code of push for corporate governance in the 20-22 m Mont- mBhopal, India, thatlalled more than
best practices for compames The corporations are complying with the United States Although such ac- pelher 2,500 people
Cadbury Report also focused on the report's recommendation tivism was common in the 1930s, it "Operational nsks are those risks From an Investor perspective, the
need to provide mformation to share- Risk managers attendmg the work- didn't take off until the 19705 and faced both by the corporation and the market reacts to what is the percep-
holders on the key operational nsks shop explained that their comparnes' 19805 It was at this time that the shareholders,"said Thierry van San- tion of nsk,"Mr Stephen said
faced by companies expansion Into mtemational markets ownership structure of corporations ten, AMRAE vp and head of nsk Hugh Rosenbaum, principal at TIll-

Further recommendations were has tnggered more transparency m changed with the boom in institution- management at the Paris-based food mghast Towers Pamm London, said
publlshed in July 1995 in the Green- operations and reporting al mvestors and pension funds And and agricultural conglomerate it was important for compames to
bury Study report on directors' remu- As m the Umted States, sharehold- the 1990s have witnessed a surge m Danone S A Identify areas of "nsk-based advan-
neration and the Hampel Report of er activism m Europe has forced large special-Issue activist groups that Mr Van Santen explained that such tages," attempts to get higher rewards
January 1998, statmg the need for corporations to re-examine their re- work for the disclosure of corpora- nsks have increased sharply m his than the competition by engaging In
broad principles m corporate gover- porting procedures tions' affairs, she said company Five years ago, Danone S A nslaer practices Mr Rosenbaum said
nance and reporting requirements Mr Reddaway said that his compa- Nevertheless, European groups stlll conducted 70% of its busmess m Eu- that a company must compare its own
The Cadbury, Greenbury and Hampel ny had to re--examine the roles of the place a greater emphasis on social is- rope, today, Europe accounts for just nsks m certain areas with the risks
committees were jointly funded bythe chairman and chief executive officer sues, while shareholder returns are 40% of thecompany's business With taken on byits competitors Suchares
U K government and the pnvate sec- m the aftermath of the Maxwell pen- the dominant issue in the United tkns geographical diversity of opera- of nsks mclude the processmg of raw
tor to review standards on accounttng mon scandal, in which the late Mr States, Ms Hodgson said tions has come a greater range of op- matenals, the possibihty of stnkes
and reporting of corporate pollcy, Maxwell had no accountability Inside For example, the merger between erabonal nsks and the entrance of new competttlon
such as environmental issues and ex- his own company At Glaxo, these po- German carmaker Daimler Benz Mark Stephen, partner-strategic Risk managers should determine
ecutive pay mtions were held by the same mdivid- Corp with Chrysler Corp was one risk services at PncewaterhouseCoop- the probability of vanous nsks, exam-

AMRAE workshop participants ual, but the Cadbury Report called for case where U S attention focused al- ers (UK) m London, called opera- ine their predictability, and spend
agreed that risk managers must make them to be separated In addition, the most exclusively on shareholder re- tional risk the "third dimension of time on nsk quantlfication
known to top management all of the report prompted mternal audits and turn Although there have been many value" for corporations
nsk exposures their companies face an examination of the role of non-ex- labor problems at Chrysler labor has But while the corporate community

Richard Reddaway, group Insur- ecutlve directors no representation on the Chrysler knows that talang business risks are ADV ERTISE R
ance manager at the pharmaceutical While Glaxo once had no Internal board necessary to get any rewards, Mr
company Glaxo Wellcome PLC, audit process, it now has a seven-per- "Daimler has a different model, so Rosenbaum examined the imphca-
said that Glaxo intends to follow the son internal audit department, Mr it wlll be mteresting to see the out- tions of greater risk disclosure to
Hampel principles in its 1998 ac- Reddaway noted "How euective this come," Ms Hodgson said shareholders He cited a recent survey

INDEX
counts even though thts is not obhga- iS, we don't know This is the difficul- Daimler Benz, like most German that indicated that shareholders said
tory But ths could soon be the case ty of the concept we are deallng with," companies, has labor representation rlsk is defined as "volatihty" and that Issue of February 8

"Reporting is not a feel-good issue he said on its supervisory board 11 shareholders see nsk only as a nega-
ADVERTISER PAGE#

tive factor

"From an mvestor's perspective, the ACMAT Corp 24

Lloyd's of CGU PLC's mcent announcement mg Lloyd's w111 work closely with the prionty has been to talk about growth
Burnham Systems 16

that itt is movmg its manne book of International Underwnting Assn of and return But now the talk is about
business mto Lloyd's from the Lon- London to improve processlng ser- nsk," Mr Stephen said Carvill America, Inc 4

Continued from page 17 don company market, as well as Gen- vices, says the document He cited as an example the energy
Employers Remsurance Corp 11costs, and they have dropped by 17% eral Re Corp's purchase of managmg It also will investigate electronic ac- utillties in Bntain Pnor to their pn-

over the past year, said Mr Sandler agency DP Mann Holdmgs Ltd cess from approved overseas interme- vatization, these companies addressed J&H Marsh & McLennan 13

"There is no evidence to us that The document also outllnes strate- dianes, with the goal of establishing a risk soley in terms of the pnce they
Nothington Partners Fmance 10(Lloyd's) is a higher-cost market m re- gies that aim to Increase Lloyd's prod- worldwide system within three years had to charge consumers for their

lation to our competitors," said Max uct and customer base These include Lloyd's global reach wlll be extend- product Today, as pnvate-sector Risk Capital Reinsurance Co 9

Faylor, charman of Lloyd's allowing"more fleable arrangements ed with more hcenses around the compames that must create value for
And this is among the factors that between Lloyd's brokers and agents world, according to the document their shareholders, they must address Swiss Re Amenca 15

mterest potential capacity providers, to deliver the most efficient service," Products wall be developed, Including many nsks, such as potential hazards, The Hartford - EBD Group 6-7

he said "It is probably fair to say that states the document As part of this, a framework for alternative risk erratic customer demand and aging
every single (major insurance compa- technology wall be used to improve in- transfer products, and the Lloyd's Infrastructures TIG Insurance 12

ny) is looking at an involvement m formation flows, premiums and brand name w11 be promoted and The operational risks involved m Wausau Insurance Company 5

Lloyd's," he said, citmg the examples claims payments, and pohcy process- supported mternabonally losses--even if those losses are m-
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INTERNATIONAL

ReAC milhon), agamst premium income of the executive "should be buying sition ($49 2 milhon) capacity, though it is
$700 milhon Austrahan ($444 9 mil- (the shares) back soon," Mr Cross- Previously, ReAC founder and still awaiting regulatory approvallion) for the year, including rein- ley said non-executive Director Roger Burn As part of the reinsurer's revisedContumed*om page 17 statement premiums, is unlikely to However, the share pnce has con- had said that the fall in share value business plan, this move will give($50 8 milhon), while Mitch and the detenorate further tinued to fall, leading Australian was not sufficient to spark an ag- ReAC access to direct and faculta-satellite losses will hit $16 million The profit downgrade sent ReAC stock analysts to speculate the com- gressive takeover bid "No one has tive business lt currently doesn't

Australian ($10 2 million) and $18 shares plummeting In fact, the drop pany may become a takeover target approached the company, and we write "We are reviewing every as-million Australian ($114 million), forced a ReAC executive to sell 2
respectively "We haven't ruled out any form of have not made any overtures," he pect of our business," said Mr

million shares in January that had business combination," said Mr said Crossley, with a view to being muchMr Crossley was confident that been bought through stock options Crossley The remsurer's shares cur- Meanwhile, ReAC iS in the pro- more selective in the futurethe loss warning of between $40 with a loan, Mr Crossley said The rently are trading at a multiple be- cess of setting up a Lloyd's syndi- .

million Australian ($254 million) lender called the $2 milhon loan af- low book value, he added, which cate to start trading at the begin- Matthew MacDermott contnbut-
and $45 million Australian ($28 6 ter ReAC's profit margin fell, but could make it an interesting acqui- ning of April against £30 million ed to thls report

FTR FOR THE RECORD
Securities suits set record in '98 California cases, it is also generally tepresentative of Comings & Goings: Industrytrends around the country

STANFORD, Calif -A record-setting total of at least Plaintiffs won 114 of the 249 reported Jury verdicts in At New York-based AXA Global Risks US, James Mor-235 companies were named as defendants In federal class employment cases last year, or 46% The median Jury gan has been named president and chief executive officeraction securities fraud lawsuits filed last year, according award was $250,000, while the average was $2 5 million Mi Morgan will have particular responsibility for statu-to data compiled by the Stanford Securities Class Action
Clearinghouse Employers won most of the cases involving retaliation tory and regulatory relationships and will continue to

and discriminaticn based on national origin, gender, race serve as CEO of AXA Global Risks UK At New York-
The prior record was 227 companies sued in 1994 The or age Plaintiffs won the majority of verdicts foi claims based Equitable Life Assuiance Society ot the US, anoth-

record was broken despite the Private Securities Litiga- involving termination in violation of public policy, dis- er member of the global AXA Group, Mark Wutt, has been
tion Reform Act of 1995, which was designed to reduce ability discrimination or sexual harassment There was an elected a senior vp MI Wutt, who began his career with
fi ivolous securities litigation by narrowing the grounds for equal split in cases involving breach of contract, invasion Equitab_e in 1982, will have a key role in distribution
such suits and giving companies protections for their pub- of privacy, and discrimination based on sexual orienta- planning and in coordinating stIategic implementation ef-lie staternents

tion, gender or religion forts across the company's letall and wholesale distribu-A list of the 235 companies sued in 1998 and a list of the
tion groupscompanies sued since the Reform Act became effective in 2.1% P/C premium growth forecast

December 1995 can be viewed at the clearinghouse's Pauline Thomas has been elected the fitst female presl-
World Wide Web site at securities stanford edu dent of the Society of Risk Management Consultants

Wall Street stock analysts are expecting a slight increase The New York-based society is an international profes-
Survey finds trends in bias cases in premium growth in the property/casualty business this sional organization of Independent insurance and risk

year, according to the annual -Groundhog Forecast"pub- management consultants Ms Thomas heads the Irvine,
lished by the Insurance Information Institute

SAN FRANCISCO-California employers won slightly Calif -based consulting firm of Effective Risk Manage-
Net premium growth is expected to be 2 1% 1n 1999, ment

more than half the employment discrimination cases somewhat above current estimates of 1 6% and 1 8% for
brought to trial last year, and the median Jury award was 1998, according to the analysts' forecast The 1999 proiec- Information in briefthe smallest in six years, according to a law firm survey tion also is higher than the 14%

But the survey by Chicago-based Sonnenschein Nath & growth tate predicted by Oldwick,
A Rosenthal also found that 10 mul- Oklahoma insurance regulators on Jan 19 completed their

/4
N J -based A M Best Co

U;7111°Y.3272SY-Juvredaitasrciatcokiet trur
first-ever health insurer rehabilitation when the aequisi-

However, the analysts predict dete- tion of Access Insurance Co. by Consolidated Health Hold-
rioration in the industry's combined ings Inc was completed The deal Includes repaying thehighest level in six years ratio for 1999, forecasting it will dete- state's life/health guaranty fund $2 5 million in claims andThe survey findings show that, riorate to 1053% That is slightly administration costs Tulsa, Okla -based Access insuredwhile juries are less likely to as- higher than the 104 5% estimated for primarily employees of public schools, municipalities andsume employers are out to do 1998 but below A M Best's estimate of small businesses Millers Mutual Insurance Co of Har-

wrong, "when the plaintiffs 106 8%
risburg, Pa, and Paradise Mutual Insurance Co ofmake their case, Juries are angry, The combined ratio is expected to deteriorate due to the Hanover, Pa, have completed a consolidation of their op-

and they air e perfectly willing to award a lot of money to current soft pricing environment, according to the III fore- erations The combined company is operating under the
the plaintiff and to punish the employer," said attorney cast By contrast, the nearly three-point nse in 1998's ex- name Millers Mutual Insurance Co. The company's main
Mark S Ross, in Sonnenschein Nath's San Francisco of- pected combined ratio (from 101 6% in 1997) was due to a offices are in Harlisburg, though Paradise Mutual remainsfice

combination of pricing pressure and a 287% lump in in Hanover, functioning as Millers Mutual's personal linesMr Ross said that although the survey was confined to catastrophe losses to $10 1 billion from $2 6 billion division

Risk ington, Del, tookpart in the survey and wlll use cost of risk in 1997 $2 44 in 1995 However, the survey points outthe results for benchmarking "We wanted to The cost of nsk m Canada fell to $2 13 Cana- that 1997 workers comp costs ate affected by
Contmued *om page l get an external benchmark of the actualcostof dian($1 49) per $1,000 Canadian($69920) of themix ofrespondingindustry groups

risk as it compares with other companies of our revenue in 1997, from $2 52 Canadian ($1 76) Property risk financing costs fell to 93 centsnational partner in charge of rtsk management size" and in the same industry, he explamed
consulting at Ernst & Young in New York the year before The 1997 figure is the lowest per $1,000 of revenue in 1997 from $1 07 the

The data lets DuPont "dnll down further to since the Canadian cost of risk reached a peak year before Property premiums fell to 59 centsThe Benchmark Survey considers the cost of our business units and benchmark them of $3 90 Canadian ($2 73) in 1990 per $1,000 from 78 cents in 1996risk to be made up of insurance premiums, re- against compames of like size and makeup," he However, the survey cautions that there 15 U S respondents reported paying an averagetained losses, Internal administration, outside said
services, including consulting, captive manage- some difficulty in companng year-to-year of 34 cents for retained property losses per

He pointed out that DuPont self-msures Canadian results because the number of re- $1,000 of revenue That's an increase from 30
ment and other vendor services, financial guar- much of its risk and the survey will also allow spondents is small and shlfts may skew overall cents m 1996 The survey said the rise could beantees, and fees, taxes and similar expenses the company to compare its cost of n. sk against results

Mr Blmn said the survey "provides crltical others that are more heavlly msured indicative of "better record keeping, since, gen-
information for benchmarking the risk man- Somewhat surprising in this year's U S re- erally, deductibles did not increase"

Survey results were based on questionnaire sults were signlflcantly lower hal)ihty costs Li- U S rlsk managers' budgets are Increasing,agement functions Because the results are seg- responses from 865 U S respondents and 86 ability costs per $1,000 of revenue amounted to according to the survey Budget expenses, in-
mented by Industry groups, rlsk managers can Canadian respondents Respondents were $1 93 in 1997, compared with $2 511n 1996 At cluding salanes, training and officematenals,
tell how their costs stack up against those for deputy members of RIMS, certain Ernst & the same time, habillty premiums fell to 76 amounted to 24 cents per $1,000 of revenue in
their industry " This summary analysis by in- Young chents and others from a 11st bought cents per $1,000 of revenue from $1 12 in 1996 1997, up from 15 cents in 1996 The 1997 figuredusty is a new feature of the report from the International Risk Management Insti-

Bruce R Evancho, manager-corporate Insur- tute Retamed hability losses also dropped to $1.17 lS the highest smce 1994, when those expenses
per $1,000 of revenue from $2 49 in 1996

ance at E I du Pont de Nemours & Co in Wilm- amounted to 22 cents per $1,000 of revenue
Canadian organizations also enjoyed a lower The survey acknowledges that the decreases The survey also gave some insights on risk

may be partially attributable to changes in the managers' concern and readiness for Year 2000

Cost of risk survey survey methodology Even so, the amount of the computer problems The findings indicate that
dechnes was surprising, Mr Blinn noted in two-thirds of the U S organizations re-

1990-1997 components of the cost of risk per $1,000 of revenue "One of the things that hit me was the drop in sponding, Ask managers have "been involved
hability costs was more than I would have ex- with respect to the risk of harm that may result

Costs 1997 1996 1995 1994 1993 1992 1991 1990 pected," he said, pomting out that the decrease from failure of (the organization's) computer
is due m part to a competitive insurance mar- systems, or those of its supphers, customers, or

Liability nskhnancing $1 93 $2 51 $2 50 $2 55 $3 29 $3 14 $2 20 $2 80 ket and Rsk managers' success at controllmg service providers "
losses

Workers comp The survey said 31% of the U S respondents
risk financing 1 93 1 87 2 44 2 82 3 42 3 81 3 00 2 50

The survey indicated that employment prac- indicated they are "very concerned" about
tices hability insurance is becoming a common Y2K-related nsks

Property rlsk financing 0 93 1 07 1 24 1 31 0 93 0 96 0 90 1.00 part of Ilsk managers' insurance portfollos The Other findings show that risk managers con-
Risk management survey asked for the first time about premiums tinue to turn to captives as a viable risk financ-

and losses related to the coverage
department budget 0 24 0 15 0 18 0.22 017 0 18 0 20 0 20 ing option, and growth of capital market tech-

The findings show that of 876 U S respon- niques contmues as an alternative to tradition-
Other costst 0 22 0 17 0 13 0 14 0 21 0 08 - (0 10) dents, 172 bought separate EPL coverage for a al risk-funding methods

total of $19 1 milhon m premiums Eighty-hveTotal cost of risk2

$5.25 $5.70 $6.49 $7.30 $7.70 $8.30 $6.40 $6.10
.

respondents had claims, totaling $23 4 milhon Copies of the 1998 RIMS Benchmark Survey
While hability costs fell, workers compensa- are available .from Insurance Pubttshing Plus1 Pnorto 1994, other costs,ncluded outs,deservices andcaptive cost (profits), subsequently,ncluded inpremiums 2 Because thesur,ey used tlon costs mched up, moving to $1 93 per $1,000 Corp, 31 7-843-2523, fax 31 7-81 6-1001 Theonly complete responses tor each category, sums for each year may not match totals

Source 1998 RIMS Benchmark Survey of revenue from $1 87 in 1996 The 1997 in- cost ts $395 for RIMS members, $445 for RIMS
crease follows a drop in the previous year from assoctates and $495 for others



Commentary
CIGNA Kaiser approved the restructuring Hoyle

in February 1996

Rudeness in the air Contmued from page 2

just doesn't fly erations, he argued

News reports of rowdy passengers on alrplanes forcing de- mentation of the 1990 division tial financial examination of cility

layed or unscheduled landmgs should come as no surpose to statute are at the heart of the case, CIGNA
which about three dozen CIGNA

whether in the front or the back of the airborne bus, is painful- surers have been pursuing almost on the report in approving INA's earned if it had not reorganized
ly obvious on most flights since the time that CIGNA un- reorganization

Two recent extreme situations must be caumng airhne nsk veiled its reorganization plan in

managers and their top management a sleepless mght or two October 1995

and concern for how their crews can control the behavior of 111-

mannered and sometimes dangerous passengers Self-defense hon against CIGNA
tramlng certamly is among the ophons

In the two most recent incidents, it appears that the crews 1ng troubles them because CIGNA policyholders
were well tramed and handled the situations appropnately· has reinsured them under various

contracts But their standing in monwealth Court ruled that the said That violates the opponentsIn mid-January, an Australian woman on an Air New
Zealand flight from Sydney to Wellmgton decided she did not the case was clouded in a 1997 de- state's Administrative Agency law due process rights, he said

want to fasten her seat belt. Her protest escalated mto assault-
1ng two flight attendants, locking herself in the toilet and, at fied by the Insurance Department formational hearings, because the ary, Milliman & Robertson Inc,
delay landmg After she was finally restramed and the pilot there for additional hearmgs the public hearings that the addi-

landed the plane 90 minutes late, she was arrested for endan- How ACE Ltd's $345 billion

germg the hves of others, according to Reuters The maximum offer for CIGNA's property/casu- The casqs record does
sentence would be 14 years m lail alty operations may affect the

case was not raised during the r,Ot SUPPOrt OppOrientS'
The second incident mvolved a chartered flight from I,ondon hearing ACE's offer mcludes argument that CIGNA'sto Montego Bay, Jamaica Six couples' dnnkmg progressed to $125 billion in additiona_ rein-

ed to shoutmg. When the offendmg passen- ity (BI, Feb 1) them, says Justice Cappy. that policyholders would not have
gers could not be calmed, the pilot made an Opponents of the restructuring

did not raise the 1SSUe because to pay claimsunscheduled landmg m Norfolk, Va, to
they did not want to complicate

throw them offthe plane The appearance of the case any more for the court, cation The state's high court pre- and CIGNA's summation of the

not arrested but was left to make other trav-

el arrangements, accordmg to the Associat-
Philadelphiaed Press The other passengers continued to

Montego Bay, two and a half hours late Department attorney Jerome tions
Shestack, who represented the The Commonwealth Court's tngS?A few days later, a TV report said two agency and CIGNA at the hearing, analysis was erroneous, Mr Shes- Justice Cappy said "there's

other airlines had refused tickets to the said he does not comment on on- tack told the Supreme Court jus- something wrong" with Ms

Australian woman had to charter their own planes to get home ney could not be reached

Thanl[Eully, passengers' behavior doesn't often endanger oth-
ers or force unscheduled landmgs, but I've been on some flights
made miserable by 111-mannered passengers And, more often

two segments to obtain an A-rat- Block Schorr & Solis-Cohen gard the report
than not, the 111-mannered are m busmess sults, headmg to or ing from AM Best Co for the LLPln Philadelphia But he suggested that releasing
from presumably important meetlngs

They board the plane with an attitude, shovmg past others

would get them thrown out of any restaurant After demand-
ing their dnnks (water or booze, I can't detect any pattern

would have chased away attrac- facility were to fail, according to trial-like hearings
here), they get on the air phone and shout orders at secretanes tive risks and financially imper- Mr Shestack
or asmstants at a volume audible six rows forward and aft iled the insurer

Even worse, and perhaps endangenng the hves of other pas-

ter they've just been told to shut them off After hangmg up,
these "self-important masters of the umverse" (a description

CIGNA merged that segment into mon lawcoined by author Tom Wolfe) heave themselves around the air- a separately capitalized runoff
plane, draggmg themselves out of their seats by grabbmg any
headrest they choose--except their own, of course

If two or more of these antisocial A-types are travelmg to- a B+ rating from Best The two ago in the Commonwealth Court Ing to Mr Hoyle

pendent exploits inflcted on their chents or competition I
mostly hear mvestment bankers braggmg about deals, but I am

novation laws

The runoff operation will not be department's decision would af- the ]ustices, also asserted
sure one day I'll hear of an Insurance deal You can be sure I supported by any future revenue feet only CIGNA immediately, • Ms Kaiser's decision deserves
won't consider it off the record. streams from CIGNA's ongoing CIGNA asserted then

Upon preparation to land, if these arrogant idiots have had operations However, CIGNA Attorney Lawrence T Hoyle Jr, regulatory matter

capital and reinsurance to cover case to the state Supreme Court, rights were not violated, becausefhght attendant and those around them by refusmg to accept
their jackets or coats because they don't want to hold them for policyholders' liabilities in the argued that the opponents would the department provided notice 01

the next 10 minutes "I don't want that unbl we land," I heard
one particularly nasty passenger bark at a flight attendant the company says The plan covers structuring now The future fraud their concerns

every flight, perhaps it would be helpful to add that polite be- CIGNA has said
havior toward crew and fellow passengers is expected. Any-

hearing, Mr Shestack argued that den-of-proof requirement than profits to pay claims is irrelevantthing less, they could warn, wlll result m the pilot landing the
plane at the nearest airport and ejectmg the offenders. Iknow statute requires the department to amination of the transaction, ar- to those revenue streams, he said

enmg to pull over and take acl:ton if the bickering doesn't stop.
Come to think of it, that is exactly the kind of discipline need- an insurer to divide phia creditors had that right, he said

ed to make airhne travel not only safe but also pleasant If the In late 1995, then-Commission- In addition, under the corporate In written court briefs, Mr

merely rude were treated harshly, the potentially dangerous
would surely think twlce, wouldn't they? by CIGNA and its opponents was structuring would injure all poll- lawful, the division law does not

It is called cnnl aviabon, isn't it?
cross-exannination

Publisher and Edttonal Grector Kath?yn J Mcintyre's com- Relying heavily on the secret ac- policyholders, and a judge in that law would "allow the injured par-
mentan/ appears fortnightly tuarial report Tillinghast pre- litigation could not reverse the re- ty to recover 'as if' the division

pared on the runoff facility, Ms structuring, according to Mr had not taken place "
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UFG cluding mvestigators from the SEC, stated hal*hties Updates
the FBI and the U S Attorney's office • The brokerage maintamed a spe-
(BI, July 24, 1995) cial bank account, dubbed the "ex-

Continued from page 2 GOP introduces patient billThe criminal investigation pro- change account," which UFG officers
Among these were former UFG Se- duced its first result m February 1996, used to pay personal expenses WASHINGTON-House Republican leaders last week reintro-mor Vp Howard Mlller and two other when Mark Balhne, UFG's fortner vp- According to testimony at the tnal, duced patient protection legislation that passed the House last

former IJFG officials, all three earlier finance, agreed to plead guilty to two Mr Ferranm used the account to year but died when the Senate took no action on it
pleaded guilty to fraud chaiges and charges and cooperate with prosecu- make alimony payments to his ex- The measure, among other things, would require health mainte-agreed to cooperate with prosecutors tors Frank Palumbo, UFG's former wife, who also collected a salary as a nance organizations to offer a point-of-service option In addition,

U S District Judge Denise L Cote comptroller, later signed his own co- "phantom" employee of UFG The
scheduled sentencing for May 21 the Republican bill would set up a system of internal and external

operation agreement, pleading gwlty late Mr Matfus also used the account review of health care coverage decisions For example, a patientLawyers for Mr Rumignam and to one conspiracy charge to pay school tuition for his children could appeal a coverage denial decision involving medical neces-1MI Vieira expressed disappointment In January 1997, a federal grand or grandchildren, to cover various sity to a "named fiduciary," who must be a physician and who
with the verdict Lawyers for Mr Fer- jury indicted Messrs Ferrarini, RL- housing expenses and to buy a race- must not have been involved in the Initial coverage decision
Iarmi and Mi Kagan could not be nognam and Kagan on dozens of hoise, according to testimony
reached All are expected to appeal Other provisions in the House bill would exempt trade associa-

counts related to a senes of fraudulent All of the defendants denied wrong- tion health plans from state regulation, allow employers of any
Meanwhile, more legal troubles schemes that stretched from the 1980s doing and argued that the CPF loans size to offer tax-favored medical savings accounts, and cap non-may await Messrs Ferranm and to shortly before UFG's collapse Mr in reahty were a "bridge loan" that

Vieira economic damages in malpractice suits at $250,000
Vieira was named in four of those CPF had agreed to make to UFG and

Mr FerraITni still faces a federal counts to cbsguise as premium finance deals
bank traud indictment charging him A revised Indictment filed early last to conform to CPF's own lending re- HCC sells most of its Centris stock
with submitting phony documents to year added Mr Mliler as a co-conspir- quirements HOUSTON-HCC Insurance Holdings Inc has sold most of itsa New York bank as part of a ator and additionally charged him To support this, defense lawyers az- shares in Centris Group Inc , ending its pursuit of the specialty in-
$350,000 mortgage loan apphcatlon with lying to government investiga- gued that CPF-which would nor- surer

Mr VieiIa also faces a federal tax mally notify insurers of finance loans
evasion mdictment chargmg that he Houston-based HCC first started talking to Centris early last

and request confumation of pohcy de-
had UFG divert up to half of his six- year about merging the two businesses, but its advances were re-

Prosecutors charged talls-never sent out any such notices
figure salary into a UFG account that jected in November HCC last month publicly offered to buy all
was then used to pay the $5,000 that UFG officials

on the UP'G deals the Costa Mesa, Calif -based insurer's outstanding common stock,
Mr Ferranni also maintained that after it had purchased 7 8% of Centris' stock on the open marketmonthly rent on his New York apart- obtained $12.7 million he knew nothing about false informa- Centris again rejected HCC's offer, saying the valuation ofment The Income was nevei reported tion in UFG's SEC filings, saying he $13 25 per share was "grossly inadequate " Stephen L Way, HCCto the Internal Revenue Service, and In fraudulent premium rehed on his 'good fnend Mr Mat- chairman and chief executive officer, countered the claim, sayingMr Vieira was also able to shield it finance loans. fus," and on outside auditors

from gamishment by sevetal creditors that if HCC were allowed to undertake due diligence, it might well
As the trial progressed, though, the Increase its offer

I who had filed hens agamst him, pros- four defendants sat mostly silent in
ecutors allege HCC was targeting Centris' medical stop-loss business, said Mr

the wood-paneled courtroom while a Way, but was uncomfortable with its reinsurance arm, USF Re
Mr Ferrarim and Mr Vieira have tors during mterviews in 1996 and procession of witnesses imphcated

pleaded not gullty to the charges 1997 USF Re was sold to Folksamerica Holding Co Inc at the end of
them m a long-runnrng fraud

Both cases have been on hold while Shortly before the trial began last last month, at which point Centris Chairman and CEO David L
Witnesses included former UFG

the UFG tnal went forward Cargile said the organization planned to focus on its medical and
r month, though, Mr Miller pleaded employees, former clients who con- specialty hnes business

For nearly two decades after 1974, guilty to 25 conspiracy, fraud and per- firmed that they had nevei sougnt HCC now plans to acquire other medical stop-loss insurers tothe company now known as UFG op- jury charges and agreed to testify premium financing and officials of achieve its aim of filling the top spot in the business, and it haserated as BRI Coveiage Corp It was against his former partners CPF who testified that they never sus- dropped its Centris stock holding to 17% "We want to be influ-
privately owned by its top officens, m- The revised indlctment charged the pected UFG was pocketing its loan ential in any business that we do," said Mr Way "We want to becluding Messrs Ferrarim, Rumignam defendants unth operating a number funds the market leader "
and Miller and Burton Matfus, its of Illegal schemes that became in- Perhaps the most wide-ranging tes-
chief financial officer- Also, HCC soon will be increasing aviation insurance rates as a

creasingly nsky as UFG's financial timony came from Mr Bailine, the response to soft market conditions The alternative is to walk awayFor many of those years, BRI problems giew Prosecutors charged former UFG finance official, who de-
ranked among Business Insurance's that from business, said Mr Way He is hoping that by increasing rates,

scnbed UFG officials' roles in a varl-
20 largest bi okers of U S busmess HCC will set a precedent and other aviation insurers will follow

• From at least the late 1980s, UFG ety of schemes Not all clients will see their premiums increase, Mr Way said somebased on revenue figures reported by made a practice of pocketing client Mr Baihne testified, for example, business "is profitable at the current rates "
management At least some of those premiums and otheI credits that the that Mr Ferrarini decided what level
figures in retrospect appear vastly broker had held for nlne months or of earnings he wanted UFG to report
overstated For example, while pn- more with no inquiry from chents or in a given quarter and assigned MI Briefly noted
vately held BRI claimed $35 2 mil- Insurers Baihne the job of adjusting the com-
hon in 1990 revenues, SEC reports it A Missouri judge has approved the Transit Casualty Co. re-

•Starting in 1993, UFG diverted pany's financial records to meet the ceivership's plan to distribute an additional $60 million to Transitlater filed as a pubhe company dis- current client premiums, later usmg target
closed 1990 revenues of only half that other clients' money to make past-due creditors by Feb 28 The distribution would amount to 4% of

He also denied the defendants' con-
amount claims allowed by the estate and would bring total distributions to

premium payments These diversions tention that CPF knowingly allowed date to $334 2 mdlion, or 34% of approved claims The OverseasBRI's shit from private to publle totaled at least $6 million over two the bogus loans to cement its rElation- Private Investment Corp., a federal agency that provides politicalownership proved a catastrophic mis- years s}np with UFG
take That sluft occurred in 1992, risk insurance for U S companies doing business in selected de-

• UFG officials engaged m an in- "Let me see if I understand that cor- veloping countries, is asking Congress to reauthorize it for anotherwhen it meiged with Chippewa Re- creasingly desperate scheme to de- rectly," Mr Ballme responded to one four years OPIC's operating authority expires this year Thesources Inc , a publicly traded 011 and fraud premium finance companies by defense lawyer "You're saying that House of Representatives voted to cut off all funding for OPIC in
gas company, which then divested its submitting phony loan applications in CPF made these fictitious loans be- 1996, citing the agency as a prime example of "corporate welfare,"011 and gas assets and rechnstened it- the names of clients who never knew cause they wanted UFG's other busi-
self UFG but funding was later restored by a House-Senate conference com-

about them The broker obtained ness?"
Within months, IJFG was reporting $127 milhon m fraudulent loans from mittee (BI, Oct 7, 1996) The 9th U S Circuit Court of Appeals

"That's correct" has ruled that growers may use evidence that E I DuPont dea "hquidlty ensis" as its brokerage three companies-Impenal Premium "No, that is not correct at all," Mr
business dechned and it struggled Finance Inc, AI Credit Corp and Balhne said Nemours & Co hid data about its Benlate DF fungicide to reopen

claims for Benlate-related crop damage that those growers hadwith $9 milhon in debt assumed from CPF-over a two-year period, with Mr Baillne also recounted what
Chippewa earlier settled DuPont last year paid $11 3 million to settle a po-

the bulk of the loans coming from happened when an earlier loan from tent:ial contempt-of-court finding stemming from its alleged con-Desperately seeking to boost rev- CPF in the months before UFG col- Imperial-purportedly for a chent
enues, UFG pursued several 111-fated lapsed cealment of Benlate test data A Florida appeals court last week

called Jerome Belson Associates-was
acquisition plans, mcludlng a plan to overturned the $1 million jury verdict against Brown &

The loans were arranged "in care discovered Williamson Tobacco Corp. in the case of deceased smoker Rolandacquire Frank B Hall & Co Inc using of" UFG to prevent notices from be- "Mr Matfus called me and said, Maddox The court granted the tobacco company's request toKwaialem guarantees," which UFG ing sent to unwittlng clients, with Mr 'We're meeting in Don's-refemng to transfer the case to another county Capital Z. Partners, a pri-claimed to be instruments backed by Rumignant and Mr Mtller signing Mr Ferrarini's-office We have a vate investment fund, has raised $1 85 billion for investments in
payments the U S government owed loan contracts on behalf of borrowers problem We got picked up on Bel- the financial services industry One of the partners of the fund isto property owners on a Marshall Is- and Mr Rumignani forging client au- son,"' Mr Ballme testihed
lands atoll (BI, Aug 14, 1995) Steven M Gluckstern, the founder of Centre Re Liberty Mutu-

thonzation letters, prosecutors What was your understanding of al Insurance Co. said last week that it had received state and fed-
The broker's finances continued to charged In some cases, UFG obtained what was meant by the term, 'picked eral approval for Employers Insurance of Wausau and ltS sub-deterlorate, though, and in April 1995 two loans for the same chent, pocket- up on Belson?"" a prosecutor asked sidiaries to affiliate with Liberty Mutual The agreement was an-the American Stock Exchange sus- ing the proceeds of the second loan, of Mr Bailme

pended trading m UFG's shares nounced m October (BI, Oct 12, 1998) Wausau will remain head-
which the chent was unaware "My understandrng of that was the

Over the 1995 Memorial Day week- quartered in Wausau, Wis, and operate independently Terms
Mr Ferrarini also authorized pay- fact that either the chent or the fl- of the transaction, which was completed Dec 31, were not dis-end, Mr Matfus committed suicide, ment of $425,000 in lackbacks-most nance company or both realized that closed Strong winds that ripped through the Boulder, Colo,Jumping from a window of UFG's of them disguised as "consulting UFG had fraudulently entered mto a area last week caused an estimated $3 million in insured damages,

lower Manhattan offices UFG's bum- fees"-to Mr Kagan for his help with contract, a finance contract on behalf a majority of which are homeowner claims, according to the West-ness quickly unraveled the CPF loans of the client," Mr Balline testihed
Mr Ferrarini m June advised ern Insurance Information Service The storm, which produced

Mr Kagan, who also owned his UFG ultimately repaid the Belson
wholesale brokers that UFG had own insurance brokerage, had earher loan wind gusts up to 119 mph, is the fourth-costliest windstorm to hit

failed to forward client premiums to defrauded his employer, CPF, on five Colorado The City of Atlanta filed suit last week against 17 gun
As UFG's schemes began to unrav- manufacturers, alleging that the products they manufacture areinsurers "due to financial difficulties" phony loan deals of his own, prosecu- el m the wake of Mr Matfus's suicide,

At the same time, CPF Premium tors charged "defective, unreasonably dangerous and negligently designed "
Mr Ballme-who had quit the bro-

Funding Inc,a Lake Success, NY, Mayor Bill Campbell said he would consider dropping the suit if
• UFG kept two sets of books-one kerage-said he met with Mr Ru- the manufacturers agree voluntarily to safety improvements, suchpremium finance company, filed a showing actual income and another mignani at a diner in Fort Lee, N J as instalhng mechanical locks The Bermuda Insurance Institutecivil racketeering suit chargmg that showing doctored income totals that "When we left the diner Mr Ru- has inaugurated two awards, which will be presented March 20UFG had defrauded it by submitting included embezzled premiums and mignani again rermnded me that I

phony loan applications The 1998 Market Leader award will be presented to Brian Duper-
proceeds of the fraudulent loans The should remember the fact that I was reault, chairman, president and chief executive officer of ACEBy the end of the summer of 1995, brokerage also made a series of false working for Mr Matfus and not to be Ltd, and the Lifetime Achievement award will be awarded

UFG had ceased operating and its of- SEC filings-signed by Messrs Fer- a hero and to remember that if some- posthumously to Fred Reiss, one of the founders of the captive in-Sees had been taken over by regulato- rarint, Rumignani and Miller-that thing happens, I should blame it on surance industry Mr Reiss died in 1993ry and law enforcement officials, in- vastly overstated income and under- the dead guy," Mr Balline said 111
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AXA ness and mereased rates m others Areas where ed particularly for its U K business, while the
these are likely, they said, are automobile, some pnce it wlll receive for selling GRE's U S and Bi Insurance Index
lines of remsurance and employers hability German businesses are less than they had ex-

Stock analyst reaction to the deal was mixed, pected
2,000

Continued from page l though they generally favored AXA's offer over Secunties broker BT Alex Brown issued a 1,950
reko, an alhance of seven European msurers the other bids Analysts said that if Royal & Sun statement saymg that while the takeover en-

T'he GRE acquisition is being made by AXA's 1,900
Alhance had succeeded, it might have been over- hances Sun Life & Provincial's position in a

existing U K subsidiary, Sun Life & Provincial whelmed by the task of integrating the compa- number of markets, "these benehts are more 1.850 A
Holdings PLC AXA offered £249 ($409) m nies, after undergomg the consohdation result- than outweighed by the deterioration in earnings 1,800cash and 0 243 new shares of Sun Life & Provm-

ingfrom its creation by the 1996 merger of two quallt> and the lack of strategic focus that the -
cial stock for each GRE share To help finance leading U K insurers acqulsillon bnngs " 1,750
the purchase, AXA also issued 10 bilhon francs
($3 22 bilhon) m notes

Royal & Sun Alhance said it has no plans to While analysts were divided over what the 1,700
try to top AXA's offer for GRE deal means m the United Kmgdom, they gener-

AXA's German unit, AXA Coloma, wlll pur- Credit ratmg agency Standard & Poor's Corp ally agree that Liberty Mutual's acquisition of  -
chase GRE's German subsidialy, Albingla Ver- said the acquisition by AXA makes it "a truly the U S business is a good move, though the cost

]11]
mcherungs A G for £588 milhon ($965 mihor.)

AXA is confident there will be no regulatory tfacbkalbe'7gtd152 dtng coMtSy1*3ors Service and A M Best Co _1'5511hurdles to the deal, and it expects the acquisition the past decade The GRE purchase wlll both said the GRE companies fit comfortably 1.500
to be completed m May

rl
strengthen AXA's position m the United King- with Liberty's existing small-business opera- 12/4 12/11 12/18 12/30 ln5 1/22 129 2/5

AXA Chairman Claude Bebear has made no dom and Germany, while its busmess position bons
Base=100 on Dec 29,1978

secret of his desire to expand the French ins ir- w111 contmue to be extremely strong, its eaming The acquisition "wlll significantly expand Source Nordby /ntemanonal /nc (nordby corn)Boulder, Colo
er's global presence through acquisitions In par- performance will Improve, and its capitallzation Liberty's geographical and market presence,'
ticular, Mr Bebear has said that AXA's presence wlll remain strong, S&P said aceordmg to Moody's
was too small m the U K property/casualty and Moody's Investors Service Ltd cited AXA's A M Best said GRE's U S operations wtll
German life Insurance markets PCS catastrophe options

"increasingly important position m the French strengthen Liberty's ongoing efforts to penetrate
The planned acquisition wall give AXA the and European msurance markets" and said the the small-commercial risk market Additionally, As of Feb 5

"cntical mass" it desires m the United Kingdom, Call Price Call Price

takeover of GRE should allow AXA to add to its the GRE operations should provide their new spread bid/ask spread bid/ask

by mergmg GRE's U K operations with those of U K insurance market share and to exploit syn- owner with a strong management team to focus National Annual 1999 Cal,lomla Annual 1999

Sun Life & Provmcial, m which it will continue ergies resulting from the combination of GRE on the New England and Midwest agency mar- 40/60 120/160 60/80 12/23

to hold a majority stake after the deal and Sun Life & Provincial kets, the ratmg agency said
60/80 60/120 80/100 1 0/1 9

GRE and Sun Life & Provmcial are roughly 80/100 40/80 150C 05/25
"With the introduction of the Euro and the However, Moody's, Best and S&P each ex-

equal m size GRE reported that 1998 pretax
150C 43/60

steady, if slow, progress in the development of pressed concerns about the $1 47 bilhon cost of 200/250 28/40 Western Annual 1999
profits fell 55% to £392 milhon ($643 milhon) on the smgle European insurance market, AXA TNall the acquisition on Liberty Mutual's immediate 80/100 05/22

net premiums wntten of £4 06 bilhon ($6 66 bil- have the opportunity to gam further market fmances Southeastern September 1999
hon), while Sun Life & Provincial in 1998 had share and extract additional cost benefits as the 40/60 28/- Midwest June 1999S&P, for example, said it was concerned by

60/80 21/3 0 10/20 10/14estimated pretax profits of £318 milhon ($522 European insurance consohdation continues," "the uncertainties surroundmg thegroup's rlsk- 80/100 16/24
bilhon)

adiusted capital adequacy as it relates to its cur- Florida Sept/Dec 1999

Duff & Phelps Credit Ratmg Co said the rent rating level and operational risk associated Eastern September 1999 100/150 2 6/-

The combmation will create the third-largest takeover "will sigmhcantly strengthen AXA's with the integration of the proposed acquisi- 40/60 30/-

U K property/casualty insurer, with an estimat- franchise in Europe " The ratmg agency added, bon"
ed £2 5 bulion ($4 1 bilhon) in gross premiums,

Total volume 0 Total open interest 10,997

however, that the acqulsillon also raises such is- The eight insurers being acquired by Liberty
the company says AXA also says the combna- sues as an increase in AXA's debt, a weak per- Mutual provide a vanety of property/casualty For information on PCS cat options, call the Chicago Board of

tion w111 create the United Kingdom's second- Trade at 312 435 3674

formance m GRE's U K non-hfe portfoho, and insurance products to the small-commercial
largest health care insurer, third-largest hfe in- the way AXA mtegrates such a large acquisition market and to personal customers In 1997, they
surer and fourth-largest asset manager AXA Source Chicago Board 01 Trade

Insurance analysts at Commerzbank m Lon- had combined net wntten premiums of more
also says it wlll become the largest P/C Insurer m don said they belleve the deal doesn't strategical- than $1 3 bdlion
Ireland, and AXA Colonia wall become Ger- ly enhance the long-term value of AXA's bum- Liberty Mutual President and Chief Execubve
many's second4argest P/C Insurer

British Issues
Officer Edmund F Kelly said these reglonally

AXA said the merger of GRE with its Sun Life
ness

"I don't think you necessanly have to be a big focused companies, with their strong agent and Price P/E Div Yield 52-week

& Provmcial umt wlll enhance eamings, despite player in the market to produce a reasonable broker distnbution system, wlll be supported m
£80 milhon ($131 milhon) m anticipated expens-

Companies pence pence % high-low
level of profitability GRE is not that profttable, enlarglng and strengthening their franchises in

es to combine the companies Beglnnlng in 2001, so (11) doesn't particularly enhance the long-term their chosen markets Gdn Royal Exch 355 56 43 12 495-227
annual savings resulting from the merger are es- value of AXA as a whole," said Andrew Good- The eight compames, which wlll retain their Legal & Gen 875 25 2 13 3 19 946-500

timated by AXA at a minimum of £50 milhon win, an analyst at Commerzbank identities while becommg part of Liberty Mutu- Royal & Sun 480 14 1 23 6 49 825 433

($82 milhon) m the United Kingdom and 105 Chris Hitchings, also at Commerzbank, said al's Commercial Insurance Holdings unit, are
milhon deutsche marks ($61 milhon) m Ger- he believes that AXA was most interested in Albany Insurance Co, headquartered m New Brokers

many These wlll come mainly from savings in GRE's hfe business and not its property/casual- York, Amencan Ambassador Casualty Co,
the head office and support areas through con- ty operations He maintamed that gwen the de- Schaumburg, Ill, Atlas Assurance Co of Amen-

Lmbrt Fenchurch 80 99 42 66 121-78

sohdation, the removal of duplicate functions JLT 180 110 105 72 236152

pressed state of the property/casualty market, ca, New York, Globe American Casualty Co,
and job losses "it's life insurance bumnesses that people want Loveland, Ohio, Indiana Insurance Co, Inch- Note Pnces are Feb 5 dosings, other numbers from Feb 4

In announcing the merger last week, execu- to own" anal?olls, Midwestem Indemmty Co, Loveland,
tives from both companies said they would look Some analysts said the pnce that AXA is pay- Ohio, Peerless Insurance Co , Keene, NH, and
for cutbacks m some unprofitable areas of bum- Source Nordby /ntemational *c (nordby com) Boulder, Colo

1ng for GRE is greater than they had anticipat- Tower Insurance Co, Pewaukee, Wis .9.

B Industry Stock Report FEB. 1, 1999, THROUGH FEB. 5,1999

Weekly i ear to date Year to date Weekly Year to date Yeartodate Weekly Year to date Year to date

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

Aon Corp NYS 5006 1.35 10.70 75.56 48.25 1602 CNA Surety NYS 1206 981 19.25 16.75 11.81 132 RLI Corp NYS 33.13 -0.75 -0.75 45.63 30.69 53

E W Blanch Holdings Inc NYS 5569 176 1928 5825 3388 173 EMC Insurance Group Inc NDQ 1238 1.00 2.94 1588 9.00 14 St Paul Companies NYS 3100 553 1143 47.19 2806 4133

Gallagher Arthur J & Co NYS 45.38 925 3.71 50.63 34.88 265 ESG Re Limited NDO 18.00 435 915 28.88 1275 490 SCOR NYS 5625 -0.88 1346 72.75 50.75 20

Hilb Rogal & Hamilton NYS 1800 177 3.36 1988 1538 47 Enhance Financial Services NYS 24 81 075 17 98 3756 1731 649 SAFECO Corp NDQ 3738 386 1206 5600 36 69 4287

Kaye Group Inc NOO 7.25 333 000 806 5.13 6 Everest Reinsurance NYS 32.19 4.28 1227 45.25 28.75 730 SCPIE Holdings Inc NYS 29.06 2.11 333 38.38 26.63 NA

Marsh & McLennan NYS 6050 3.78 2.33 64.31 43.38 3054 Executive Risk Inc NYS 44.00 6.26 1833 7575 3550 208 Selbels Bruce Group NDO 3.56 9.62 179 8.38 3.06 54

, Poe & Brown NYS 3325 -617 483 4250 3038 34 EXEL Ltd NYS 6238 225 1284 8325 61.38 935 Selective Ins Group NDO 17 75 2.74 1235 2925 1669 677

BROKERS AVERAGE 3.76 2.86 Fremont General Corp NYS 19.94 1236 1736 31 06 18 00 1728 Terra Nova Insurance Co Ltd NYS 2300 491 5.64 3500 2250 97

Frontier Insurance Group NYS 1425 539 1400 2569 11.06 553 TIG Holdings NYS 1594 079 2.82 27.75 1163 1127

INSURERS/REINSURERS Gainsco Inc NYS 5.75 515 891 10.00 5.56 126 Tolio Marine & Fire NDQ 54.75 3.95 701 61.38 39.00 101

ACE Ltd NYS 2688 4.02 1778 4300 24.38 3591 Glyphon Holdings NDO 1875 -033 033 1938 11.38 15 Torchmark Corp NYS 32.06 2.29 7.73 49.81 30.69 2362

Accel International Corp NDQ 294 000 2.08 350 2.13 13 Harteysville Group NDO 20.50 2.96 1961 2850 1725 40 Transallantic Holdings NYS 74.94 000 -091 94.50 7150 133

Acceptance Insurance Cos NYS 1725 0.00 1321 2575 1675 149 Hartford Steam Boiler NYS 3606 4.47 1026 5956 34.75 434 Travelers Property Casualty NYS 31.88 10.63 4.08 45.94 2413 2125

AEGON N V NYS 10813 232 1133 13013 48.19 255 HCC Insurance Holdings NYS 1888 289 1144 2394 1606 415 Trenwick Group Inc NDQ 31.50 4.55 0.40 41.75 26.75 60

Aetna Lile & Casualty NYS 8050 1068 086 91.44 60.19 2813 ING Groep N V NYS 5800 201 492 7675 3606 249 Untco American Corp NDO 1275 851 1057 18.13 8.88 71

AFLAC Inc NYS 49.25 1487 1193 4925 25.13 5207 IPC Holdings Ltd NDO 21.50 255 5.49 3325 1900 778 United Fire & Casualty NDO 32.00 0.00 385 44.50 30.75 9

Allmenca Financial Corp NYS 50.19 6.95 11.37 7525 3838 1312 Hartford Financial Services NYS 50.63 2 K 9.29 60.00 37.63 2837 Unltrin NOO 6688 120 564 75.47 55.56 255

Allstate Corp NYS 3588 4.33 6.82 52.38 3500 12125 LaSalle Re Holdings Ltd NYS 1738 6 OE 1576 4294 1738 165 UNUM Corp NYS 55.75 7.76 6.99 62.50 41.75 3523

AMBAC Indemnity Corp NYS 5706 460 4.80 6594 4088 1406 Lincoln National NYS 80.38 35I 302 98.88 67 00 1556 Vesta Insurance Co NYS 7 31 640 27.17 60.50 500 458

American Bankers Ins NDO 4488 245 602 6606 30.13 1274 MAIC Holdings Inc NYS 30.38 -041 5.08 33.13 2325 77 Zenith National Ins NYS 22.88 188 108 30.50 2031 79

American Financial Group NYS 35.00 345 1502 45 75 3050 145 Markel Corp NYS 177.56 33 149 18700 13200 19 INSURERS/REINSURERS AVERAGE 1.71 435

American General NYS 6656 6.74 1494 79.00 52.38 2588 MBIA Insurance Group NYS 5969 896 999 8094 46 06 3433

American Heritage Life Ins NYS 2413 1.03 026 2669 1763 142 Meadowbrook Insur Group NYS 1638 296 038 35.00 1494 34 HEALTH MAINTENANCE ORGANIZATIONS
American Indemnity/Fin l NDO 10.63 2.30 0.00 1538 9.50 3 MMI Cos Inc NYS 1600 5.88 412 2600 1375 111 Foundation Health Systems Inc NYS 9.50 3.40 1364 32.63 5.88 1234

American International NYS 10206 085 4.81 107 94 64 88 10535 Mutual Risk Mgmt Ltd NYS 36.00 204 511 3994 2538 233 Humana Inc NYS 18 56 385 198 32.13 1225 3017

American Safety Insurance NDQ 1506 60 67 58.55 1506 6.75 74 NAC Re Corp NYS 4531 7.29 295 5588 43.69 571 Oxford Health Plans NDO 1788 325 2768 21.75 5.81 5540

Argonaut Group NDO 2500 566 4.17 3700 21.25 123 Navigators Group NDO 1506 360 123 2075 1325 63 Pacificare Health Sys NDO 62.00 331 1329 88.88 53.75 124

AXA UAP Group NYS 6925 5.14 323 8025 3825

Baldwin & Lyons Inc NDO 20.63 5.17 11.76 26.00 1850 Oh, Cy Cop NYS 1725 108 17.37 34.25 1600 9 Safeguard Health Enter NOO 2.88 9.80 1930 11.75 2.88 16

NOO 39.00 189 517 51 75 3375 246 Sierra Health Senices NYS 1600 1523 2335 2763 1588 344

Berkley W R Corp NDQ 25.13 337 2556 4988 24.88 930 Old Republic Int I NYS 2000 2.24 671 3225 17.94 2452 United Healthcare Corp NYS 45 25 112 1.54 7394 29 56 5355

Berkshire Hathaway Inc NYS 71600.00 10.15 4.83 84000.00 52600.00 5 Orion Capital Corp NYS 3463 2.81 1164 5925 28.00 348 Wellpoint Health Networks NYS 74.75 008 1295 8788 49 50 1092

Capital RE Corporation NYS 1663 -8 59 1502 3869 1475 434 Partner Re Ltd NYS 4469 1 33 111 52 50 3363 596 HMOs AVERAGE 210 691

Capitol Transamenca Corp NAS 1725 282 2.47 22.75 1500 26 Penn America Group Inc NYS 1050 113 1351 2300 8.13 170 ALL COMPANIES AVERAGE 252 280

Centris Group Inc NYS 9.75 714 400 1481 7.94 833 PMA Capital Corporation NOO 19.38 5.44 096 2375 1625 117

Chartwell Re NYS 2200 538 538 3456 21.13 71 Philadelphia Cons Holding NDQ 2275 558 706 2450 1788 447

Chubb Corp NYS 5806 -096 10.59 8881 55.38 4187 PXRE Corp NYS 1938 5.25 23.27 3306 1938 59

C Inatio;nancial Corp
NYS 76.44 7.21 169 86.44 57.19 3706 Reliance Group Holdings NYS 1106 057 1449 1981 1050 732

NAS 3088 626 1349 4563 30 50 1483 Rehastar Financial Corp NYS 4050 226 950 52 44 29.00 1767

Cmgroup NYS 5288 569 4.57 7350 28 50 39816 RenaissanceRe Holdings Ltd NYS 31.69 5.41 1228 5075 31 69 273

CNA Financial Corp NYS 3525 018 1033 53.25 3400 437 R,sk Capital Holdings NDO 20.38 0 El 3.55 25.50 1881 114

Top advancing issues· American Safety Insurance, AFLAC Inc, Travelers Property Casualty. Leading decliners Sierra Health Services, Fremont General Corp, Aetna Life & Casualty Most active issue· Citigroup. The 8/Index tell 1 7%; the Dow Jones 30
Industrials decreased 0.6%, the S&P 500 declined 3 1% and the NYSE Composite fell 2 2% Average P/E· Broken, 182, Insurers/reinsurers, 23.0, HMOs, 73.9

Source Nordby intemanonal /nc (nordby corn), Boulder, CO
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VVE'VE INSTITUTED

A NEW POLICY

THAT WILL PROVIDE

SURETY BONDING

ON ONE CONDITION

YOURS

ACSTAR has developed a reputation for writing difficult surety. But difficult bonds don't always

mean high coliateral. Now we can write a bond to your needs with or without col ate-al. So,

whether you need coverage for a standard or difficult case, find out why we want to become

your "go-to" company. Give us a call at 860-224-2000 to set something up on your terms.

* BONDING * RATED EXCELLENT By A.M. BEST
A A

* TREASURY LISTED * LICENSED NATIONWIDE * t

WHEN NO ONE ELSE CAN DO.


