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OSHA alters stance

on safety oversight
of telecommuters

By MARK A. HOFMANN

WASHINGTON-A call by
Labor Secretary Alexis Her-
man's for a "national dia-

logue" over workplace safety
rules for home-based telecom-

muters hasn't totally quieted a
shouting match between em-

4
ployers and the Occupational
Safety and Health Administra-
tion.

The controversy began early
last week, when an OSHA ad-
visory on the responsibilities
of employers that permit
workers to telecommute be-
came public nearly two
months after the workplace
safety agency offered its 'in-
terpretation" in a letter to a
Texas financial services firm.
Houston-based CSC Credit
Services had written OSHA in

August 1997, seeking advice on
OSHA policies concerning em-
ployees working at home.

OSHA responded more than
two years later in a Nov. 15,
1999, letter that held that "all
employers, including those
which have entered into 'work

at home' agreements with em-
ployees, are responsible for
complying with the (Occupa-
tional Safety and Health) Act
and with safety and health
standards."

Among other things, the in-

terpretation said that, even
when the workplace is in a
designated area in an employ-
ee's home, the employer re-
tains some degree of control
over the conditions of the
:work at home' agreement."

The interpretation further
noted that "an employer is re-

sponsible for ensuring that
its employees nave a safe
and healthful workplace,
not a safe and healthful

home. The employer is re-
sponsible only for prevent-
ing and correcung hazards

to which employees may be ex-
posed in the course of their
work." But employers could be
held liable for "dangerous con-
ditions," such as unsafe stairs,
in the home workplace.

The interpretatiin left un-
clear the exact circumstances

under which an employer
would have to inspect a home-
based worksite and noted that
OSHA itself does not "ordinar-

ily conduct inspections of
home-based workplaces."

But the interpretation that
took more than two years to
craft took less than 48 hours to
be rescinded once it became

public. The chorus of com-
plaints from· employers and
lawmakers grew so loud that it
caused the Labor Department,
of which OSHA is a part, to
first hold that the interpreta-
tion applied only to the com-
pany that sought it and then to
withdraw it completely.

Employers charged that they
would be required to inspect

See OSHA on page 42
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Regulators to question insurer
on effort to void comp contract

SACRAMENTO, CAlif.-California regula-
tors have issued subpoenas to U.S. Life In-
surance Co. representatives in response to the
insurer's attempt to exit a contract through
which it reinsured about $200 million in
workers compensation business, a California
Department of Insurance official said last
week.

Under a 1998 carve-out agreement, New
York-based U.S. Life reinsured the disability
and medical portions of workers comp busi-
ness ceded to it by a California insurer,

See Updates on next page

Employers scrambling
after big HMO seized

By JUDY GREENWALD

BOSTON-Many Massachusetts employers face
uncertainty about their employees' health care cov-
erage after the state's largest health maintenance or-
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ganization, Harvard Pilgrim Health Care, was placed
into receivership last week.

Harvard Pilgrim faces 1999 losses of up to $177
million, the size of which was grossly underestimat-
ed until the recent discovery of accounting errors.

The Brookline, Mass.-based non-profit-which has
1.3 million members, primarily in Massachusetts-is
believed to be the largest HMO ever to be put into re-
ceivership.

"It's probably safe to say that there is some shock
and anxiety" among employers in response to the
news about Harvard Pilgrim, said Dan Haughton, a
consultant with Towers Perrin in Boston. "Many em-
ployers were aware that Harvard was having finan-
cial difficulties, but when the announcement was
made about going into receivership, I think that
caught most employers unaware," Mr. Haughton
said.

Although employers, regulators and the company
all say they are optimistic the organization will solve
its problems, Harvard Pilgrim's future is by no means
clear, others say.

See Harvard on page 39

More policyholders expected to sue

Y2K may still be felt in court
By JOANNE WOJCIK KOCHANIEC

The smooth computer rollover to the year 2000
may make it harder for policyholders to win lawsuits
against their insurers for coverage of efforts to avoid
Y2K problems.

Risk managers still have an obligation, however, to
seek coverage for the expense of safeguarding their
systems from the so-called millennium bug if it is
available, assert polieyholder attorneys and risk
managers.

While only a handful of Y2K remediation coverage
cases are currently in litigation, numerous claims for
coverage have been filed with insurers and could end
up being decided by the courts, policyholder and in-
surer attorneys say.

The fact that the Y2K rollover occurred with few,
if any, problems could be harmful to policyholders'
cases, said Robert Hartwig, vp and chief economist
at the Insurance Information Institute in New York.

There may be coverage if "there was a system
breakdown and they spent money to mitigate further
loss," Mr. Hartwig said.

AP/ WIDE WORLD PHOTOS

An analyst in CISCO Systems Inc.'s Y2K Opera-
tions Command Center signals the state of affairsSee Y2K on page 42
for company systems on Jan. 3,2000.

AIG sues CIGNA on restructuring
California lawsuit claims 1996 restructuring was illegal novation

By DAVE LENCKUS

SAN FRANCISCO-A new law-

suit filed by a competitor of
CIGNA Corp.'s former property/
casualty operations seeks to focus
a California court's attention on
an insurance regulation that two
Pennsylvania courts would not
consider when they reviewed
CIGNA's 1996 restructuring.

The lawsuit comes after years of
bitter litigation over the restruc-
turing appeared to be laid to rest

in 1999, after the Pennsylvania
Supreme Court handed down its
approval of regulators' handling
of CIGNA's restructuring.

Units of American International

Group Inc. charge that the re-
structuring violated a California
insurance nov*ion statute. The
statute, similar to those in force in
most states, requires insurers to
obtain policyholder consent be-
fore transferring their policies to
other insurers.

The lawsuit, filed in California

Superior Court in San Francisco
on Dec. 29, asserts that the re-
structuring amounted to "an elab-
orate shell game" that allowed
CIGNA's P/C operation "to escape
its contractual obligations under-
taken to purchasers of billions of
dollars of insurance in California
and elsewhere." CIGNA then mis-

led and deceived policyholders
about the implications of its "cor-
porate machinations," the suit
charges.

See CIGNA on page 41
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Updates
U.S. Life subpoenaed

High technology keeps
Conbnued frompremous page
said Norris Clark, deputy commissioner of financial surveillance for Disney's risks in hand
the Callfornia Department of Insurance

The business was ceded directly to U S Life, rather than assumed By MICHAEL BRADFORD food safety services might be able to take advantage 1

through a reinsurance pool, such as the troubled Unicover Managers of poi table technology to improve inspections
Inc facility, he said U S Life, however, arranged for retrocession- LAKE BUENA VISTA, Fla -New hand-held com- When a car rental clerk checked him in with a

aires, Mr Clark said puter technology is he_ping Walt Disney World pro- hand-held computer, an idea began to take shape
He declined to name the insurer involved tect the safety of ltS visitors by increasing "I did some research," Mr Yian-

Last month, U S Life sought arbitration to exit the contract, Mr the efficiency and accuracy of Tangent Systems' nas recalled, "and found that a

Clark said The DOI now wants to know what workers comp exper- food service inspections thermocouple devices Palm Pilot could work "
lise U S Life officials had when they entered the arrangement, as By combining a heat-sensing I*-1.Ii.04 He discovered that Tangent Sys-

well as the extent of their due diligence and whether a broker ap- unit called a "thermocouple"
E= 33 E., i tems Inc in Charlotte, NC, was

proached them about underwnting the business with a Palm Pilot computer, making inroads into just such tech-

James Paul Corcoran, executive vp and director of governmental food safety inspectors at Disney nology for food services companies

relations for U S Life, said the subpoenas were not necessary to have replaced a paper-based re- and was offering a thermocouple

bring about a meeting with the insurer Mr Corcoran is among the porting system with a computer- that would feed Information into a

U S Life representatives ordered to appear at an investigatory hear- ized one that is more accurate hand-held computer The thermo-

ing, scheduled for Jan 24 in San Francisco and generates more-useful infor-
U S Life representatives will appear and have a "generic discus- mation

couple uses probes to record food
ternperatures

mon" about the msurer's workers comp reinsurance activity, he said The .dea for the system came Once the temperatures are recorded, they are fed

The Insurance Department, however, cannot interpose in matters of to Frank Yiannas, Disney's man- into the Palm Pilot and can subsequently be printed

arbitration and contractual relations, he said ager of environmental health, as in report form on a portable printer

"We are not going to talk publicly about an arbitration we are in he flipped through an airline magazine on a flight to "It was something we began looking at and deter-
regarding another company," Mr Corcoran said California last year Numerous ads and articles on mined we could develop software in-house" that

high-tech gadgets led him to wonder how the park's See Technology on page 36

Florida fight over cat models
TALLAHASSEE, Fla -Florida Insurance Commissioner Bill Nel-

son asked for an mlunction last week to halt an arbitration process
set to resolve differences between the Department of Insurance and 401(k) participation faste r
the Florida Windstorm Underwriting Assn over proposed rate in-
creases New employees joining plans more quickly: Study

Commissioner Nelson objects to the method the FWUA used to de-
nve its rate increase request of 96%, said a spokesman for the Flori- By JERRY GEISEL mitted employees to join within Newly hired employees are

da Department of Insurance The FWUA, the state's insurer of last the first three months of being more likely to be lower paid and
resort, relied solely on catastrophe modelmg software created by the More employers are allowing hired, up from 47% in 1998 to make smaller contributions

Insurance industry, he said employees to participate in This corporate liberalization than do existing employees Pri-
The spokesman said Commissioner Nelson believes these catastro- 401(k) plans almost immediate- m 401(k) eligibility may be the or to the change in the law, giv-

phe models overstate actual losses Five catastrophe computer mod- ly after they are hired, rather result of a change in federal law ing them the right to participate
elers are approved by the Florida Commission on Hurncane Loss than making them wait the cus- that took effect last year, the in the plan could drag down av-
Projection Methodology for use by insurers underwriting wind poh- tomary year, according to a new trade group says erage deferrals made by rank-

cies in Florida survey Under that change, employers and-file employees and, as a re-
Jack Nicholson, chief operating officer for the Florida Humcane The survey of 384 member do not have to include employ- sult, reduce the size of deferrals

Catastrophe Fund and also a commission member, said that, "in a companies of the Chicago-based ees with less than one year of that highly compensated em-
theoretical sense," the models chosen by the commission are "the Profit-Sharing/401(k) Council service with other employees in ployees could make to the plans
best information we've got " of America found that about running the basic 401(k) non- By being able to exclude-for

The Department of Insurance disagrees 40% of respondents last year al- discrimination test That test is non-discrimination testing pur-
"We have compared the models to one company's actual storm lowed their employees to join a used to ensure that average con- poses-newly hired employees

losses and found the models overstate storm losses by 40% in some 401(k) plan within three months tributions by highly compensat- from other employees, allowing
mstances," the department spokesman said "There is no way to de- of their hiring date, up from ed employees do not exceed con- new employees to quickly par-
termine that these models are accurate or rehable" 32% in 1998 tributions of lower-paid woik- ticipate in a plan no longer af-

A spokesman for the FWUA said the rate request used all five Among employers with at ers by more than a certain per- fects how much higher-paid em-
models to generate expected losses, then threw out the highest and least 1,000 employees, 57% per- centage, which is Set by law See 401(k) on page 40

lowest estimates and averaged the middle-three estimates to arrive
at the basis for its requested rate hike

The FWUA has seen its market share boom, from between 50,000
and 60,000 pohcies before 1992's Hurricane Andrew to 450,000 poll- RIMS forming new committee
cies now, said a FWUA spokesman In some areas, such as Dade
County and the Florida Keys, the FWUA is the pnmary insurer of
residential property against natural disasters to carry on work of the QIC
Reinsurance dispute settled By MICHAEL BRADFORD cards were jointly sponsored by aison to the committee

CALABASAS, Calif --Superior National Insurance Group Inc has RIMS and the QIC "We're looking for high-profile

settled a $175 million reinsurance dispute with Bermuda-based In- NEW YORK-The Risk & Insur- The QIC disbanded last year, risk managers and those that are
ter-Ocean Reinsurance Co Ltd and American Re-Insurance Co over ance Management Society Inc iS when it became apparent that lt willing to devote time and ener-
contracts stemmmg from Superior National's 1998 takeover of Busi- forming a committee to carry on lacked sufficient commitment gy," said Mr Andrews, who is the
ness Insurance Group Inc efforts to improve quality in the from ltS members to improvmg Provo, Utah-based general coun-

The workers compensation insurer had been in arbitration with In- insurance industly following the quality among insurers, brokers, sel/directoi of risk management
ter-Ocean and had fled a fraud lawsuit against American Re, charg- dismantling of the Quality Insur- risk managers, third-party ad- for E D Bullai d Co of Cynthiana,
ing that the reinsurers wrongly refused to honor reinsurance con- ance Congress ministrators and others in the in- Ky
tracts covering adverse loss development at BIG (BI, Sept 13, 1999) RIMS' new Quality Committee surance industry (BI, Nov 8, According to Mr Andrews,

Superior National required BIG's former parent, Foundation will develop a mancate to foster 1999) RIMS lS "looking to be more cre-

Health Systems Inc, to buy the reinsurance, which covered $175 mil- quality in the industry and will be RIMS hopes to have members of ative with the scorecard" and is
lion m adverse development in excess of BIG's year-end 1997 re- responsible for the development the Quality Committee in place by considering making the survey
serves of $522 rmllion FHC paid Inter-Ocean $28 5 million for the of a scorecard that rates vendor mid-February, according to Roger more accessible by producing an
coverage, and Inter-Ocean then retroceded 100% of the risk to Amer- performance Two previous score- Andrews, first vp of RIMS and li- online version ial

lean Re, the largest minority shareholder of Inter-Ocean's parent
After the BIG sale, an actuarial review found that BIG's reserves Inside

should be increased by at least $175 milhon, and Superior National
demanded that Inter-Ocean post a security deposit of at least $150
million Inter-Ocean and American Re refused, the Insurer charged • Rate corrections for poor risks signal not a market hard- Departments

Under the settlement announced last week, American Re w11 be
ening but the long-overdue return of responsible under-

substituted as the original reinsurer and will retain $135 million of
writing, one of this week's editorials says PAGE 8 Advertiser Index

.....·
40

the original limit for the full $285 million premium American Re • Employers who provide early intervention and compas-
Books & Ideas...... 25

will retrocede a layer of $40 milbon excess of $135 milhon to Centre Classifieds 38

Reinsurance (U S) Ltd
sionate case management services for mental health dis-
abilities realize significant savings and prevent unneces-

Commentary 41

Centre Re's premium for this layer wall consist of a "contingent sary suffering PAGE 25
For the Record 07

payment" from Superior National based on "recovenes that Supen- Global Briefs 13

or National may obtain from third parties," the insurance company • Early estimates Indicate the storms that batered Europe Insurance Services Guide . .. .......36

announced the last week of December will cost Insurers several bil- Perspectivee 05

Robert Nagle, senior vp and general counsel for Superior Nation- lions of dollars PAGE 33
Busness insurance (ISSN 0007 6864) Vol 34, No 2, is published weekly

al, said that the msurer has had discussions with FHC about the set- by Crain Collmunications Inc, 740 N Rush St , Chicago 111 60611 2590

tlement and has vanous grounds for seeking recovery from FHC, in- • BVDs, booze and Barbie dolls get Editor Paul D Win- Periodicals postage is paid at Chicago and at additional mailing offices
cluding an indemnification agreement in the BIG purchase agree- ston busted by Big Brother PAGE 41 POSTMASTER Send address changes to Business insurance, Circulation

Department, 965 E Jefferson Ave , Detroit, Mich 48207 $4 a copy and $89
ment "This clearly would fall within the indemnihcation provision, a year in U S $108 in Canada and Mexico (includes GST) All other coun

Mr Nagle said of the cost of the Centre Re cover • A review of the Bl Stock Index finds that insurance In- tnes $209 a year (includes expedited air delivery) Canadian Post Inter

An FHC spokesman declmed to comment dustry stocks lagged far behind those of companies in national Putlications Mall Product (Canadian Distribution) Sales Agreement
No 0293512, GST No 136760444 Printed in USA Copyright 2000 by

See Updates on page 42 broader stock market indexes in 1999 PAGE 43 Crain Comrrunicat ons Inc



2000 Renewals

Buyers see some firming, »
but market largely flat

By JOANNE WOJCIK KOCHANIEC
and ROBERTO CENICEROS

-sk managers are finding few,
.f any, 20th-century bargains
remaining as they renew their
property/casualty coverages
for 2000.

While many risk managers
say they believe prices are firming, most use
one word to describe the current market

overall: "flat." Indeed, many risk managers
whose companies have good
loss histories report that they
are renewing at rates similar
to those they paid at their
last renewal.

But risk managers with
workers compensation risks
are definitely seeing some
upward movement in rates,
particularly in California. As
a result, some are changing their programs
in response to the large rate increases de-
manded by insurers.

In addition, risk managers who locked
into multiyear policies a year or two ago
amid declining rates say they are glad they
did so, because multiyear programs were
harder to get at year-end 1999.

At San Clemente, Calif.-based Sunstone

Hotel Properties Inc., general liability, auto
liability and property coverages all re-
newed at about the same rate obtained in

1999, said Diana Rich, director of risk man-
agement and benefits administration.

"They're not the great deals we're used to,
but people are being sensible, and the pric-

ing and underwriting are thoughtful," Ms.
Rich said. "They're thinking about what
they're doing."

Julie K. Long, director of risk manage-

ment for SBC Communications Inc. in San

Antonio, Texas, said her property and casu-
alty rates remained flat this renewal.

Most of the coverages for Bell Atlantic
Corp. in New York also renewed at their
expiring prices. The company was even able
to broaden some coverage, according to
Sheila L. Small, director of risk manage-
ment.

"We are seeing firming of rates," said Ed
Molloy, director of risk management at
Aetna U.S. Healthcare in Hartford, Conn.

"I don't know if it's harden-

ing, but it's certainly
plateaued."

"The days of 10% decreas-
es are over," Mr. Molloy
said. "But, at the same time,
there are no substantial in-

creases."

Mr. Molloy speculated that
industry consolidation could

be one force behind the rate firming. For
example, he said, rates are hardening a bit
for errors and omissions and professional
liability coverages for health care firms.
That's not necessarily because the risks are
any greater, he said, but because "there are
fewer companies to go to."

"With the consolidation of carriers, some
lines of business they formerly were in,
they're not doing anymore," Mr. Molloy
said.

Industry consolidation also is forcing risk
managers to keep closer tabs on their bro-
kers and insurers, said Kelly Ravanis, se-
nior risk manager at FMR Corp. in Boston,
the parent company of Fidelity Invest-
rnents.

"The level of service overall has declined,

which is forcing risk managers to take a
See Buyers on page 15

Bad risks get bad news
amid renewed discipline

By SALLY ROBERTS
and AMANDA MILLIGAN

alk of a hardening property/
casualty market continues to
be just that, according to bro-
kers who assisted buyers with
Jan. 1 renewals.

Although most underwriters
are seeking rate increases, they generally
are seeing only scattered premium increas-
es, and even some flat-to-decreasing rates
on accounts with good loss history, brokers
report.

Although some less-profitable accounts
are receiving higher rate hikes, those in-
creases are more of a reflec-

tion of market correction or

stabilization than a broad

market hardening, according
to brokers.

In addition, ample capacity
continues to characterize the

property/casualty market,
and terms and conditions re-

main relatively stable-a dif-
ferent scenario than that present at the
dawn of the last hard market in the mid-

1980s, brokers report.
At the same time, many risk managers are

facing premium increases for the first time
in many years. As a result, some brokers
say, multiyear deals with locked-in rates
are a little tougher to secure these days
than in years past.

"We see an awful lot of talk on the part of
underwriters to get rate rectifications and
terms and conditions changes," said
Suzanne Douglass, managing director of
property for Willis in New York. "The ap-
plication, however, is spotty. There is still a
market out there for risks-especially good
risks."

Indeed, Gary Gatewood, managing direc-
tor for Marsh Inc. in New York, said that
the commercial property market is keeping
rates on "less difficult" risks relatively sta-
ble, while other risks are seeing increases
ranging from 5% to 10%.

The same 5% to 10% range also applies to
the casualty market, Mr. Gatewood said.
But while rates are going up, insurers are
not targeting any particular line or indus-
try. Rather, increases are made where they
are needed, which Mr. Gatewood considers
a market correction, rather than a harden-
ing.

"The marketplace, at this particular mo-
ment, is being sensible," he said; insurers

"are managing their books
smarter."

Jim Braniff, president of
E the brokerage services divi-

sion of Arthur J. Gallagher
J & Co. in Itasca, Ill., agreed

that property/casualty un-
derwriters are taking a
more-disciplined approach
than in past years when un-

derwriting new and renewing accounts.
"Insurance companies are reporting to us

that they are getting a 5% to 7 % increase
across the entire book," Mr. Braniff said.
But, he said, "there's no doubt they're re-
newing some accounts flat-and some with
a decrease."

Accounts with bad loss histories, he said,
may see increases that range from single to
double digits, depending on the account.

On average, most lines ranged from no in-
crease to a 5% increase, Mr. Braniff said.
Competitive lines, such as directors and of-
ficers, errors and omissions, and fiduciary
liability all were renewing at the same rate
or even slightly lower, he said.

See Brokers on page 16
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Insurer hopes still higher
than the rates they seek

By MARK A. HOFMANN
and RODD ZOLKOS

 new year, a new centur, anew millennium and, for in-
surers, new optimism that the
worst of a soft market that

has run for more than a

decade is finally ending.
Insurers, however, are stopping short of

celebrating a major market turn. Rate in-
creases, they note, are gener-
ally modest for most ac-
counts, with some under-

writers simply playing a
catch-up game.

Nor are the hikes univer-

sal. For some good accounts
in certain lines of business-

such as certain professional
liability lines-prices are
still decreasing.

Still, widespread risk manager resistance
to increases hasn't materialized yet, under-
writers say. In fact, they say, some buyers
have gone shopping only to return to their
incumbent underwriters because of con-

cerns about quality.
"We're starting to see, for the first time in

a long time, some hardening in certain mar-
kets," said Terry Van Gilder, president and
chief executive officer of Reliance National
Insurance Co. in New York.

"There are many segments of the proper-
ty and casualty market that had been seri-
ously underpriced for some time," Mr. Van
Gilder said. "To the degree that we can
avoid those, we have done so, and we've

tried to take advantage of the rising tide."
"I believe that rates truly have hit bot-

tom," said Paul J. Krump, senior vp and
managing director in charge of the com-
mercial insurance division of Chubb & Son

Inc. in Warren, N.J.

Mr. Krump said that
Chubb has "been insisting
for the last five quarters that

0 rates need to increase," and,
he said rates now are indeed

firming. "For the year 2000,
we will see increases of 5%

to 25%" depending on loca-
tion, line of coverage, loss
experience and the individu-

al account, he said. Increases have been
larger in the South and Midwest, he said,
noting that the Midwest, in particular, had
enjoyed larger rate cuts in recent years.

The best accounts are seeing average in-
creases in the low single digits, while the
bottom-quarter accounts have received rate
increases that average in high-teen percent-
ages, he said.

On average, increases for umbrella poli-
cies are smaller than are those for other

See Insurers on page 23

Cedents delay renewals,
hold out for best deals

By JUDY GREENWALD
and GAVIN SOUTER

 ate" is probably the definingword for reinsurance renewals

this January, as primary in-
surers, faced with hardening
rates, shop around for the best
possible deal.

Inevitably, though, many insurers are
paying at least moderately more for rein-
surance this year, as rates
continue to show signs of
hardening and as some rein-
surers opt to let business go
rather than write it at inad-

equate rates.
But much business contin-

ues to be renewed at existing
rates, and the hikes intro-

duced so far are not enough
to improve reinsurers' financial results, ob-
servers say.

This is the latest renewal season in the

past eight to 10 years, said David Robb,
president of reinsurance operations at The
Hartford Financial Services Group Inc. in
Hartford, Conn. And this delay in agreeing
to renewal terms is largely due to a tighten-
ing in the market, he said.

"The change in the market is not uniform;
it's spotty, but it is noticeable," Mr. Robb
said.

Renewals are "much slower than they
have been for the past couple of years,"

agreed John N. Gilbert Jr., president of
Holborn Corp. in New York, a reinsurance
intermediary. "I think reinsurers are look-
ing at (renewals) carefully," he said.

Some observers pointed to a shortage of
retrocessional capacity as a factor in the
slow renewal season. "Retrocessional ca-

pacity is more difficult to put together and
costing more, and (reinsurers) are trying to
find ways to gently-and, in some in-
stances, not so gently-pass on their in-

creased expenses to insur-
ers," said Mr. Gilbert.

1 Brian McGuire, senior vp
f and director at reinsurance

intermediary U.S. Re Corp.
in New York, said the prop-
erty catastrophe retroces-
sional market "has basically
collapsed," which is leading
reinsurers to seek rate in-

creases for catastrophe coverage from pri-
mary insurers.

"It was, I think, anticipated that this
change. . .wouldn't take place for another
four to six months down the road," Mr.
McGuire said. "But it is happening now,
and what we're seeing is a reluctance of
many buyers to give orders at the higher
rates. . . .That's going to make it a very late
renewal season."

But Michael Toman, executive vp at
PXRE Reinsurance Co. in Norwalk, Conn.,
said that while there is an obvious tighten-

See Reinsurers on page 26
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London market in transition, but competition remains
By EDWIN UNSWORTH
and CAROLYN ALDRED

he London insurance

T market today is more
convinced than it

was a year ago that
rates are poised to
harden, but market

observers talk more in terms of

"signs" and "appearances" than
of any clear turnaround.

Expectations are also qualified
with the notion that any harden-
ing is "selective" and is by no
means applicable to all customers
or all classes of risk.

Many underwriters note that
where there are signs of an up-
turn, the change generally is being

led by the retrocessional and rein-
surance sectors.

At the same time, some under-
writers say that it
will take some time

for increases in the

retrocessional mar-

ket to make their

way down to insur-
ance buyers. In ad-
dition, some say,
any real market

turn will be damp-
ened-at least for the moment-

by the prevalence of multiyear
policies.

"The market is stabilizing.
Retro rates have hardened signifi-
cantly and will continue to do so,"
said Rob Jones, a director of Stan-

dard & Poor's Insurance Ratings
of London.

Stephen Catlin, a Lloyd's of
London under-

writer and chair-

man of Catlin Un-

IO derwrizing Agen-
cies Ltd.,said the
reinsurance and

retrocessional

markets have

"kicked in first" in

raising rates.
"Retro business is getting ex-

tremely difficult to purchase, so
primary reinsurers are carrying
more risk, and a lot of primary in-
surance carriers are paying
more," he said.

John Turner, chairman of non-

HE UNDERSTANDS COMPETITION...

HE WAS ONCE A SHE.

marine global risks for London-
based Aon Group Ltd., agrees that
the market "looks to be tighten-
ing." This year, he said, accounts
are unlikely to receive terms and
conditions as good as those they
got at their last renewal.

Whether an account gets better
terms "depends on whether it's a
risk underwriters are interested in

staying with, or if it's mcre of a
distressed nature," he added.

Those risks with catastrophe
losses or with greater frequencies
of loss than normal "would have a

more-penal set of terms put on
. them," said Mr. Turner.

Neil Maidment, treaty reinsur-
ance underwriter on Lloyd's syn-
dicate 623, managed by Beazley

GREEN
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Furlonge Ltd., agreed that terms
in the current round of renewals

often depend on the account's
record.

"On accounts where there have

been losses, people are paying
more money, but even on some
clean accounts, there's a bit more
premium being paid," he said.

Both buyers and sellers are be-
ing "reasonably pragmatic," and,
in the case of syndicate 623, each
renewal or new contract is treated

on its merits, said Mr. Maidment.
"Long-term buyers who have

less exposure this year may still
get a reduction, but, generally

speaking, most pepple won't get
reductions this year," he said.

The excess-of-loss market can

expect tougher terms this renew-
al, as "people are recognizing the
need to make technical profits,"
Mr. Maidment noted.

Mr. Catlin said he is convinced

that the market has bottomed out.

"Beyond 1-1-2000, no one can ex-
pect to renew 'as is' anymore.
There will be rises," he said.

He predicted that the market
will change significantly some-
time before the end of 2001, most
likely around June or July of this
year, when insurers' annual state-
ments come out, he said.

There is still some competition
for the good business, though it is
becoming increasingly difficult
for clients to obtain multiyear
contracts, according to Aon's Mr.
Turner.

An exception is alternative risk
transfer programs, where there
are greater possibilities for multi-
year deals, he added.

Guy Bessis, managing director
of the global property and casual-
ty department of London-based
broker Willis Group Ltd., also
pointed to the prevalence of mul-
tiyear deals as a hindrance to a
market turn.

"Clearly, everyone is trying to
talk the market up. It has started
in pockets, but there is still too
much capacity. The market can't
turn very quickly. For example, in
casualty there are a lot of long-
term deals," Mr. Bessis said.

"The market is in a state of po-
tential transition," and under-
writers are increasingly reluctant
to offer long-term deals, he said.
Willis is trying to alert clients to
this "potential change," though it
"is still more anecdotal evidence

rather than hard fact," he said.
Reinsurance underwriter Mr.

Maidment noted that there are in-

dications of tightened underwrit-
ing, as well as "a strong feeling
that the market needs to tighten
its terms and conditions."

"The results from primary in-
surers and reinsurers are not ac-

ceptable. The fundamentals need
to change, or capital will with-
draw. There is still too much cap-
ital, but the underwriting results
are inadequate to sustain it," Mr.
Maidment said. He noted that the

tightening "will be more marked
outside of North America."

James Weatherstone, deputy
underwriter for Lloyd's syndicate
861, managed by Brockbank Syn-
dicate Management Ltd., also
maintains that the underwriting
cycle has bottomed out.

He pointed to capacity with-
drawals, noting in particular the
area of directors and officers in-

surance in the United States,
where some underwriters have al-

ready pulled out. In particular,
this is contributing to higher D&0
rates in the high-tech sector,

See London on page 6
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2000 Renewals

London
Continued from page 4
where rates were already on the
rise because of claims relating to
stock drops at high-tech compa-
nies. Such companies often reward
directors and staff with share op-
tions, he said, which could lead to
class-action suits if stock prices
drop. He estimates that there are
450 to 500 such actions pending in
the United States.

In addition, Mr. Weatherstone
warns that "we are looking at a
smoking gun" in commercial D&0
coverage for lawyers and other
professionals. So far, only "nomi-
nal" rate increases are being seen,
as hikes have been muted by the
prevalence of 36-month contracts,
he said.

But, Mr. Weatherstone said,

"there's a momentum and will to
change," and clients recognize
that insurers have already given
an awful lot of ground and must
remain profitable if they are to
provide the service clients require.

The combination of a "signifi-
cant" deterioration in the 1998

year of account and a series of
natural catastrophes last year-
including Hurricane Floyd, Ty-
phoon Bart, and earthquakes in
Turkey, Taiwan and Greece-is
resulting in a lot of retrocessional
claims, said Mr. Bessis.

So far, though, it is only senti-
ment that has changed, not funda-
mentals, he said. He noted that
there is still too much capacity
and that there have been only a
few withdrawals.

This change in sentiment also
extends to clients, many of whom
are no longer pushing for steep

Outdrive the competition.

Nothing gets you to the green quicker
than @vantage, Atlantic Mutual's new series
of commercial policies. With custom designed
programs for different and diverse industries,
@vantage gives you exactly what your
clients need, including extensive coverage
and Atlantic Mutual's winning service.

For more info on Atlantic Mutual's

powerful new policies, call
1-877-482-6868.

Atlantic Mutual Insurance Company
100 Wall Street, NY, NY 10005

rate reductions, said Mr. Bessis.
The market's recovery has been

"selective" with regard to the
retrocessional market and will

and increases in 2001," he said.
He noted that the retrocessional

market has started to turn In ad-

dition, he said, the reinsurance

'There's a momentum and will to change,'
and clients recognize that insurers have
already given an awful lot of ground,
says James Weatherstone.

take some time to affect pricing in
the direct market, according to
Andrew Fleming-Williams, a di-
rector of Lloyd's managing agency
R.J. Kiln & Co. Ltd.

"We're not going to see a big
bounce (in prices) in 2000, more
like improved trading during 2000

Introducing

comprehensive

commercial

policies that

g ive you the

Unfair @vantage

market will toughen because some
important reinsurers have with-
drawn over the past 12 months,
leading direct insurers to run big-
ger retentions.

The retrocessional markets that,
in particular, are due for tougher
conditions for clients are marine

,e

@vantage-

0*AtianticMutual
Companies
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and energy, medical expenses, and
accident and health, he said.

Another underwriter who points
out that a tightening in the rein-
surance sector will spread to other
areas is Lloyd's liability under-
writer Reg Brown.

"Reinsurers are getting tough.
.The catastrophes of the last

few years have encouraged the
reinsurance market to have a seri-

ous look at their trading terms,
and this will push the direct mar-
ket," said Mr. Brown, who writes
on Lloyd's syndicate 702, managed
by Oetavian Syndicate Manage-
ment Ltd.

Mr. Brown, who is also presi-
dent of the Chartered Insurance

Institute, said he sees signs of un-
derwriters taking a tougher line in
the professional indemnity sector,
in which he specializes.

He said that sector is seeing in-
creasing court awards, and results
from the medical profession's in-
surers and lawyers mutuals show
that a lot of "bloodletting" is go-
ing on. As a result, risk managers
should "budget for a rate rise"
next year for their professional in-
demnity coverage.

In the marine sector, underwrit-
ers are still waiting for rates to lift
off the bottom.

Neil Smith is director of com-

mittee support for the Internation-
al Underwriting Assn., which now
includes the Institute of London
Underwriters and which repre-
sents companies doing marine
business. Mr. Smith said his im-

pression is that none of the IUA
marine underwriters is overly op-
timistic.

"From a hull and cargo perspec-
tive, the view seems to be that,
whilst there have been individual

cases (of renewals with rate in-
creases), much of the business was
renewed on an 'as before' basis.

The markets are not noticeably
softer, but neither have they hard-
ened to any degree," he said..

Mr. Smith noted that, as in oth-
er sectors of the market, some no-
ticeable hardening of the reinsur-
ance market will lead to direct un-

derwriters focusing more closely
on their retentions.

This is particularly evident, he
said, among excess-of-loss under-
writers, who have indicated that
the latest round of renewals has
been "slightly encouraging."

On the offshore energy side, Mr.
Smith said renewals were seen as

"a mixed bag." Renewals have
seen both rate reductions and in-

creases, but this is a sector where
multiyear arrangements mean
that, in many cases, underwriters
do not have an opportunity to
change terms on an annual basis,
Mr. Smith pointed out. An excep-
tion is offshore construction,
where a considerable fall in un-

derwriting capacity means rates
"have firmed up considerably."

Martin Reith is an underwriter
for Lloyd's composite syndicate
861, managed by Brockbank Syn-
dicate Management Ltd. He said
marine, like property and casual-
ty, "will turn because it must turn,
(and) everybody knows that."

He said, however, that this "is
going to take a little bit of time."

Aviation is one sector that, so
far, remains a buyers' market.

According to Mr. Reith, the avi-
ation sector "is still awash with
capacity."

Mr. Reith said that while there is

talk of the market hardening,
there is not much evidence of this
happening.

As in other sectors, underwriters
have gotten tougher on poor-per-
forming accounts, but those with
no losses are still getting reduc-
tions, he said. 'al
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Opinions

The sky is not falling
I

T'S A MATTER OF PERSPECTIVE, just like deter-
mming whether the proverbial glass is half-empty or
half-full.

As year-end renewals are completed, the rumblings of
firmer pricing in the market have grown to a roar. Sellers
generally are reporting signs of firmer pricing for proper-
ty/casualty insurance and reinsurance during recently
completed renewals. To hear them tellit, nearly every line
of business is susceptible to higher pricing.

When one listens to buyers and intermediaries, howev-
er, it quickly becomes apparent that there is little evi-
dence of any broad hardening by line of business. Instead,
underwriters are simply correcting pricing on selected
accounts with lousy loss experience. There's plenty of
that happening, but that's as it should be. That's called
proper underwriting, not a market hardening.

It's a reflection of how far professional standards have
sunk in recent years that an emphasis on underwriting
discipline by some companies is heralded as a dramatic
change in the market.

The reality of the market situation at year end is that
rates may not be softening to the extent they have in re-
cent years. The fact that pricing is flat, or only declining
by the single digits, is a huge change from the rate slash-
ing and steals that buyers were seeing in the competitive
market of recent years. But underwriters putting the
brakes on declines is far different from a drastic rise in

prices.
Furthermore, it remains to be seen how long this al-

leged "firming" willlast. As some market observers have
suggested, it is entirely possible that efforts by some un-
derwriters to keep rates from falling was an attempt to
hedge any potential exposure to catastrophic Y2K losses.

TAE 92K REITDO\*IR
DIDRT 4\APPEN 4..

C :l' SO RES SWITC«DTO
SOFT MARKETS,

Bi 'am

L-==Al»14» 5@#,LLE;larT Gr ©2000
Now that the millennium bug has resulted in few, if any,
major commercial losses, underwriters may feel less pres-
sure to abandon the soft pricing strategy of recent years.

This is also likely as the main factors that have driven
competition in recent months have not disappeared.
Those include excess capital in the market, new sources
of competition from banks and e-commerce ventures, and
alternative risk financing options.

Buyers should continue to expect lower pricing if their
risks warrant it and look beyond the market hardening.
hype that is so prevalent today.

Dialogue better late than never
T

HE OCCUPATIONAL Safety and Health Admin-
istration should know that putting the cart before
the horse can constitute a serious workplace haz-

ard.

Yet that's just what OSHA did when it issued an unpub-
licized "interpretation" concerning employers' responsi-
bility for the workplace safety of telecommuting employ-
ees without more consultation with the people involved-
employers and employees. The interpretation said that
employers would be held liable for injuries that occur in
home workplaces, raising the specter of employers need-
ing to make spot safety checks of home offices or face the
possibility of fines and lawsuits. The logistical nightmare
of such obligations boggles the imagination.

We're glad that Secretary of Labor Alexis Herman
wasted little time-amid intense employer criticism-in
withdrawing the letter containing the recommendation,
calling for a national dialogue on the issue.

Having said that, it would have been far better had dia-
logue been initiated before the interpretation was issued.
Telecommuting has been around for some time, and the
fact that OSHA took more than two years after receiving
an inquiry about telecommuting to issue its interpretation
of how current law applies to at-home workers shows it
had ample opportunity to seek input on the issue.

It's clear that an ever-increasing number of employees
want the flexibility of working from home, both in terms
of balancing work and family and of avoiding congested
highways. After all, which presents the greater risk-rush-
hour commuting on congested highways or the possibility
of tripping over the family cat or a stray Beanie Baby?

It's also clear that employers do have some responsibili-
ty for the well-being of their at-home workforce. Exactly
how far that responsibility extends is the central question
Secretary Herman's promised national dialogue should
address. Ancillary issues include what constitutes a
"workplace" in a private home, how individual privacy
rights balance against employer responsibilities, and how,
in some cases, civil liberties matters will be resolved.

Another question that needs to be answered is whether
the withdrawal of the interpretation letter signals the
withdrawal of the underlying interpretation of employer
responsibilities as well. The Labor Department, already
smarting from the fallout from its original faux pas, can ill
afford to be coy.

After all, the issue isn't going to go away and is likely to

become even more urgent. As highways grow more con-
gested and technological advances enable employees to do
more work at home, telecommuting is certain to increase.
So let the dialogue begin, and the sooner the better. The
more voices that are heard, the better the odds that a poli-
cy that best reflects the legitimate needs and interests of
all parties involved will emerge.

B/founder named

top 100 journalist
G.D. Crain Jr., the founder of Business Insurance and its parent

company, Crain Communications Inc., was named by TJFR Group
as one of the 20th century's most important business journalists.

"The story of the nation's business journalists for the past 100
years is also the tale of the count:ry's busi-

1idj ness and economic history in this centu-
ry," Dean Rotbart, executive editor of
TJFR Group, said in a news release.

The late Mr. Crain was one of 100 peo-6=MIV# I
ple chosen as Business News Luminaries.
Others included the current and former

managing editors of Fortune, John Huey
and Marshall Loeb; the late Malcolm
Forbes; the late Bernard Kilgore of The
Wall Street Journal; the late New York
Times columnist Philip H. Dougherty;

G.D. Crain Jr. authors James B. Stewart and Ken Aulet-

ta; and Time Inc.'s Norman Pearlstine.
What is now known as Crain Communications was started in

Imisville, Ky., in 1916 by Mr. Crain, who continued to conduct its
affairs until his death in 1973. Business Insurance was launched

by the company in 1967.
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hen the New York Chapter of

WRIMS had asked him to deliver

the keynote speech at its annual
dinner, he'd had little difficulty
suggesting a theme. "How

about ' The Difference a Decade Makes -

Risk Management 2000 to 2010. '" he'd said.

Suggesting the theme was easy. The hard part
was to shoehorn the experience of a decade
into thirty minutes. Ten years ago, he was
the risk manager at Garamond Corporation,
a middle ranking confectionary manufacturer
based in Kansas with 4,000 employees and
revenues of $500 million. As risk manager
he reported to Garamond's treasurer.

Ten years on, the world looked very different.
Bill was now the chief risk officer of Summit

Brands, reporting to the CEO. Summit Brands
was the global food and drink conglomerate
that had bought Garamond after it stumbled
badly in 2001 as a result of appalling publicity
from the celebrated cocoa fermentation scandal.

Bill smiled ruefully at the thought that the
brand risks that had knocked 40% off
Garamond's market value in less than a month

were now routinely quantified and managed
by CROs. At Summit, such risks were factored
into a comprehensive brand analysis model
that weighed the opportunities and risks
presented by different operational and

marketing strategies. The residual risk that
Summit considered worth taking could - if the
company wished - be insured or reinsured.

But at the beginning of the decade, brand risks
hadn't been Bill's problem. They were regarded
as mostly unquantifiable - and therefore largely
untransferable. His job in those days was to
handle what were known as "hazard" risks.

He recalled a RIMS survey in which he'd
participated in the summer of 1998. As Bill
remembered it, the survey listed the three
risks that most preoccupied risk managers
back then. They were workers' compensation,
general liability and product liability. (Shortly
after this survey, several types of financial
risk, such as foreign exchange and interest
rate fluctuations, began to be integrated into
hazard risk programs.)

Twelve years later, the risks Bill and others
had identified in 1998 were still important,
but few CROs would call them the most

critical risks they faced. Today, Bill would
unhesitatingly identify the risks most
threatening to the assets that drove Summit
Brands' market value. These were brand risk,

human capital risk and regulatory risk relating
to food ingredients and processing standards.

The benefits of Summit's comprehensive
approach to risk management were daily
apparent. For example, regulatory standards
relating to food safety became ever more
demanding as science advanced. Bill knew
that Summit's brand risks could only be
successfully managed if the company and its

suppliers around the world consistently
addressed the regulatory risks to which
they were exposed. Summit's brand risks

f

were covered in part by its Bermuda-based
captive, supported by a $2.5 billion

reinsurance program. The reinsurance
was priced very competitively thanks
to the perceived strength of the overall
risk management controls in place.
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Much of Bill's time was spent addressing the
human capital risks that threatened Summit's
ability to compete in global, labor markets and
realize the full potential of its people. Many
of these risks, such as those relating to the
attraction and retention of skilled employees,
were untransferable But they could certainly
be mitigated. By using new statistical modeling
techniques to assess the drivers of employeeOo
turnover, Summit haH;developed employee o

I. .r I

retention strategies that substantially-reducedD

its *ilnerability to volatile labor IRarkets. o

By Bill's calculation, risk mitigation strategies
relating to Summit's human capital alone had
cprotected $8 billion, or 15%, of the company's
average market,value in 2009. Everyone in
the company had acquired a personal interest
in risk management with the introduction in
2006 of risk weighting into Summit's IPC (or

.h

of GM ingredients in its products (although
it continued to affirm its belief in their

o eco-friendliness.) Second, it joined with other
food manufai}turers to lobby governments to

address GM foods in the Millennium Round LJ

of trade talks, then entering their fourth year.

The strategy worked. In 2005)the Millennium
Round proiluced an international agreement
on trade in GM foods that was supported
by an exhaustive battgy of scientific tests.
This took the heat out of the public protests.
Five years later, all the major confectionary
manufacturers were rqutinely using GM cocoa

o in their products. Summit's leadership in
this area of risk management ultimately paid
handsome,dividends. The co»rhpany proved
a major beneficiary of the Millennium Round,
because the DNA of its cocoa plants offered
higher yields than that of its competitors and
was more resistant to disease.

U

CD

,

individual performance-based compensation)
-1

0 0 formula. Techniques of this kind measurably
enhanced and stabilized Summit's earnings To Bill, there were lessons to be drawn from

and reduced its cost of capital. all this. Summit had benefited from a more
3 3 *-

.......................................................*......

. Advances in risk quantification were
only part of the sto ry of the past decade
AdvOices in risk, quantification were only - comprehensive approach to risk management
part of the story of the past decade. Equally than was widely practiced in the 1990s. Many

 imporantihad been.the organizational changes risk managers back then had recognized that
that Summit and other companies-had made ' such an approach could provide significant
so as to manage their risks more effectively. J competitive advantage. But, at that time, many
Ten years ago, relations between Bill and his of today's sophisticated risk quadtification
company's head of government affairs had and risk transfer teckiniques were not widely 6
been friendly but remote. Toddy, Summit's. available. And fisk managers themselves had

0

government affairs director was an important o not yet achieVed the pivotal role that many of
member of the company's risk committee, 0 themnow enj6yed, either as chief risk officers
chaired by the CEO. or as key members of their companies' risk

comIfiittees. In those days, most risk managers'
The change was precipitated by a consumer responibilities were largely limited to those 6

, boycott of Summit's confectionary division over risks that could - at least in part - be transferred
its use of genetically modified, or GM, cocoa through insurance.
in the spring of 2003. Summit's well-publicizdd 0

plans tp challenge the Swiss atjthe premium Suddenly, Bill had a tlfought. He swiped his
end of the confectionary market were dashed card through the]reader in the armrest of hisj
and the company's best-seling Summit bar seat, flipped open his database screen and
was hastily renamdd. (The press coined the called up 9earch. "Risk and insurance," he
term "brand contagion" for the risk that this said. Twenty-four thousand entries, give or
name-change conspicuous] failed to cure.) take. He clicked on the first. To hi©surprise,

an old black and white image of a keen-eyed
After this fiasco, the board of Summit O Victorian gentleman emerged on the screen.
developed a two pronged strategy to insulate The caption read:

6, 6

The problem is not insur-0
it from such problems in the future. First, on ance, it is risk.' Heng WI Marsh."3

Bill's advice, it proclaimed that it was "listening 0
0 to its customers" and would suspend the usl
09 0

0

0

U
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Surplus lines seein
By DAVE LENCKUS

and MICHAEL BRADFORD

 he market turn that
some insurer and bro-

ker executives had

said may never come
has indeed arrived,

and surplus lines ex-
ecutives predict the market will
continue hai·dening throughout the
year.

For the time being, however, the
brunt of the turn will hit only select
lines of coverage or insurance buy-
ers with particularly poor loss expe-
mence, surplus lines execusives say.
Some of the hardest hit risks are au-

tomobile, nursing homes and prop-
erty catastrophe.

g signs of firmer pricing ahead

 SURIMLUS
REAIRT

While other risks may not face

sharp rate increases for 2000, few
will be able to negotiate the rate
cuts to which they have become ac-
customed, market

executives say.

Another sure sign f
of a constricti ng
market is thal risks

the admitted market 

had wooed away ' a -
long ago again are

approaching whole-
salers and non-ad-

mitted insurers for coverage, sur-
plus lines market executives report-
ed.

"What we're seeing come back to
us are the traditional excess and

surplus lines," said Richard W.

Quehl, president of Columbia Casu-
ally Co. and CNA E&S .n Chicago.
That includes accounss considered

"tougher products, habitational-
type business and
some construction"

risks, he explained.
, Examples of "tough

product' risks in-
clude component

parts manufactured
for the automobile

industry and rides
for amusement

parks.
Executives for surplus lines com-

panies, which for years have had to
squeeze profits from a premium vol-
ume base pinched by soft market
conditions, expressed optimism

about their prospects in the year
ahead.

"The days of negotiating down-
ward-though it can still happen on
an occasional account-are not like-

ly to continue," said Peter Coghlan,
executive vp of Boston-based
wholosaler First State Management
Group Inc.

While CNA's Mr. Quehl asserted

there still is room for significant ad-
ditional tightening, he said he is en-
couraged by the rate hikes the sur-
plus market has been able to im-
pose. "I'm feeling the most opti-
miszic I have in five or six years."

Paul Springman, the Richmond.

Va.-based president of Markel Corp.
N.A., said he has ''never been more

optimistic" in the last 10 years than

Wben delivering innovative, specialty coverages to your client 8 a must, tbere's really only one way to go.

Getting tbe job done right always takes some
Swett & Crawford

wwF. s'wet:.com

S],1, 9 16 Su',/ 5 (,rd,1 #01,/ G mp. Int

he is heading into 2000 because of
the amount of recent new business.

David R. Harloch, chairman and

chief executive officer of Aon Corp.
subsidiary Swelt & Crawford

Group of Woodland Hills, Calif.,
predicted a market largely charac-
terized by stable rates. He said in-
surers have abandoned their rate-

slashing habits. Based on his obser-
vations of the market's behavior, he

predicted that it will harden gradu-
ally, not in a severe turnabout remi-
niscent o[ the mid-1980s market

constriction.

Kevin Brooks, chairman and pres-
ident of Stamford, Conn.-based

General Star· Indemnity Co., a sub-

sidiary of' Berkshire Hathaway Inc.,
agreed that a drastic market hard-
ening is unlikely.

At Hoston-based Lexington In-

surance Co., no specific rate increas-
es have been mandated across the

board, said Kevin Kelly, president.
chairman and CEO of the American

International Gi·oup Inc. subsidiary.
The insurer, though, is imposing

25% or higher· rate hikes on many
casualty accounts with poor loss ex-

perience, Mir. Kelly said.
Risk managers and brokers as

well as underwriters seem pre-

pared to accept the idea of a tighter
market," Mr. Brooks observed. "I

think 2000 will be the first year in a
long time when you won't have the

phone slammod down on you if you
suggest a modest rate increase.

Unlike in past years, insurers no
longer have the reinsurance mar-
ket's support for market-share un-
derwriting practices. Sonic proporty
reinsurers are withdrawing from the
market, and the rest are tightening
conditions and raising rates. Al-

though casualty reinsurers are not
pulling out. they are tightening con-
ditions and raising rates, wholesaler
executives say.

"The folks in charge of making
underwriting decisions have ex-
pressed great concern about their
reinsurance renewals as of Jan. 1

and what effect that will have," said

Brian Duffy, executive vp in charge
of property/casualty business at San
Francisec,-based wholesaler Tri-

City Brokerage Inc., a subsidiary of
ULLICO Inc.

Reinsurers are balking at current
prices and are raising prices or get-
ling out. Mr. Duffy said. "We have
been warned it's not going well."

The convergence of events that is
driving the hardening market per-
haps is best illustrated by the wcrk-
ers compemation situation.

Admitted insurers that had been

writing and thin ceding much of the
coverage are losing some of their
reinsurance support as losses
mount. As insurers are forced to re-

tain a larger percentage of workers
comp business-a risk thal is in-

creasingly unprofitable-they either
are raising rates or walking away.

Nationally, workers comp rates
are up 10% to 15'/6, Tri-City's Mr.
Duffy gaid, with some facing hikes
as steep as 50"

A few employers; willing to take a
large self-insured retention have
found coverage for excess layers in
the surplus lines market.

Transportation risks of all kinds
also will be feeling tighter market
conditions because of insurer with-

drawals.

"The fleet auto business is really
under duress," said Marcus Payne,
president and chief operating officer
of Dallas-based wholesaler Crump
Insurance Services Inc., a subsidiary
of Marsh & MeLennan Cos. Inc.

Trucking risks face rate hikes
ranging from 25% to as much as

See Surplus on page 14
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0 YOU STILL THINK AN EMPLOYMENT

practices suit can t touch your
company? In the past six years, the

number of sexual harassment charges has
doubled. The number of discrimination

charges has climbed over 4·I%.And the rev-
enues lost in courtroom battles have soared

into the billions. The appropriate response:
EPL Century Select:

We understand what others don't.

The more deeply you understand a risk, the
more intelligently you can insure against it.

At Lexington Insurance Company, we know
the latest arsenal of employee discrimination
suits better than anyone. The reason we
understand more is that we have one of the

industry's largest client bases, giving us a
broader view of the trends as they develop.

You'll also find we have the most experi-
enced underwriters in the business, whose
unique professional insights produce more
responsive and innovative solutions. And
because we especially understand the needs
of large employers, our new EPL Century

has a loving
wife,three

great kids,

and no logical
explanation
for what he's

about to do.

As an insurance

company, we've

uncovered an idea

some CEOs would

rather overlook:

consensual or not, it

can be a costly affair.

Select coverage is flexible enough to be
customized, while providing up to $Ioo
nlillion in protection.

We can cover what others won't.

It's no surprise we were among the first
to provide employment practices protection.
Or that our integrated risk management
package provides employment practices
audits, a toll-free hotline and free seminars.
To look into protecting your company, call
the company rated A++ by A.M. Best and
AAA by Standard & Poor's, at 6I7-772-4586.

LEXINGTON INSURANCE COMPANY PIONEERS IN REVOLUTIONARY PROTECTION
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Continued from page 12
200%, Lexington's Mr. Kelly said.
Commercial auto accounts face
10% to 25% increases, market ex-
ecutives estimated.

Capacity for those risks also is
"tough" to arrange, Mr. Payne
noted.

Poor auto risks that in the past
still could negotiate lower rates
are finding that underwriters now
have a different perspective on
such risks, said Tri-City's Mr.
Duffy. Underwriters are walking
away from the business rather
than agreeing to lower rates, he
said.

Nursing homes are having an
equally tough time placing their
general and professional liability
coverages, according to market
executives.

Mounting losses and dwindling
capacity have led to "a lot more
responsible underwriting" and
"substantial rate increases," noted
Swett & Crawford's Mr. Hartoch.

Mr. Springman said Markel has
observed "a wholesale change" in
the nursing home marketplace.
"We've seen numerous carriers

walk away from or put such strin-
gent pricing guidelines on that
business that they have taken
themselves out" of that line.

Markets that will write the busi-

ness are doubling and sometimes
tripling their rates for profession-
al liability and premises liability
coverages, Mr. Springman said.

First State's Mr. Coughlan
agreed that professional liability
rates are soaring for nursing
homes, but he estimated that the
increases range from 20% to 50%.

Increases are hitting hardest in
nursing homes in Florida and
Texas, where rates have been
"very competitive for a long time,"
Mr. Coughlan noted. In addition,
plaintiffs attorneys in both states
have been particularly active
against nursing homes, he said.

Other professional liability risks
did not face such tightened market
conditions during renewals, even
though some markets recently
have withdrawn from that line of
business, wholesaler executives
reported.

Rates are "just edging up," Mr.
Coughlan said. Errors and omis-
sions coverage for real estate
agents increased 10% on renewal,
but rates for other professionals
generally were flat, he said.

That is happening because there
is "more capacity in that arena
than ever before," explained Tom
Ciardello, executive vp in charge
of financial services business at

Tri-City. Many property/casualty
insurers, flush with capacity, have
entered the market and have re-
mained even as others have with-

drawn, he explained.
"They've yet to get swamped by

losses," Tri-City's Mr. Duffy not-
ed.

Mr. Duffy said that for the re-
mainder of 2000 he does not ex-

pect the professional liability mar-
ket to harden significantly, though
rates will rise 10% to 15% "pretty
much across the board."

Directors and officers liability is
another line that began firming
during the fourth quarter and is
expected to continue hardening
throughout the year.

Crump's Mr. Payne estimated
that rate hikes averaged 15%.

The Year 2000 computer bug ex-
posure was a particular concern to
underwriters. Companies that un-
derwriters determined were ex-

posed to the problem had difficul-
ty finding the coverage, and it was
pricey, Mr. Payne noted.

1,

Tri-City's Mr. Ciardello estimat-
ed that D&0 rate hikes have

ranged from 10% to 20% since
midyear 1999. Trhnology compa-
nies, such as computer software
manufacturers and Internet start-

up companies, have been hardest
hit by the rate hikes, he said.

Other casualty risks that faced
tough January renewals included:

• General and umbrella liability
coverage for contractors suscepti-
ble to constructon defect claims.

In New York and Illinois, markets
for those risks are withdrawing
and rates are soaring, market ex-
ecutives say.

Some market executives dis-

agreed over how tough the Cali-
fornia contractors market re-
rn.ains.

For contractors located outside

of those areas that have good ex-
perience, "prices are really de-

·'k i

2''

gressed" and the standard market
continues to compete for the busi-
ness, Tri-City's Mr. Duffy said.

• Employer medical stop-loss
policyholders, which faced rate
hikes of 25% to 30%, according to
Lexington's Mr. Kelly.

• Amusement park operators
and ride manufacturers. After a
rash of accidents at arnusement

parks last summer, liability rates
are rising on a risk-by-risk basis,
Columbia Casualty's Mr. Quehl
said.

Risk managers also face rising
catastrophe property rates, and
some face higher primary proper-
ty rates, according to market exec-
utives. The major factors are the
withdrawal of facultative reinsur-

ers and the heavy losses caused by
Hurricanes Floyd and Irene, ac-
cording to market executives.

Florida windstorm risks have

been hit with rate hikes ranging
frcm 5% to 30%, market execu-
tives reported.

ror Florida risks located in

Dade, Monroe, Broward and West
Palm Beach counties, higher rates
are only part of the problem, not-
ed Ben Beazley, a senior vp with
Swett & Crawford.

Those risks face "a tremendous

lack in availability of coverage,"
he ·said. That problem cotld drift
north into the Carolkas as well,
he said.

California earthquak€ risks
fared a little better at renewal, but
rates for those risks are rising as
we-1.

Given that the last major Cali-
fornia earthquake was the 1994
Northridge temblor, earthquake
rate hikes are more modest, Mr.
Beazley said. Rates for larger ac-
cal«nts are flat to 5% higher, he

said. Rates for midsize to small ac-

counts have jumped 15% to 25%,
because "underwriters are less

concerned about losing them" to
competitors, he said.

Wholesaler executives say some
risks have opted for higher de-
ductibles in exchange for flat or
far more modest rate hikes.

Meanwhile, insurers are sticking
to their earthquake loss modeling
and are limiting their aggregate
writings to the ranges the model-
ing suggests, noted Stephan
Denaro, vp-property for Crump.
The insurers' intent was to clean

up their books for their reinsur-
ance renewals, he explained.

Another headache that risk

managers and wholesalers face is
that property catastrophe insurers
on both coasts are slicing in half
their participation in layers to $2.5
million, Mr. Denaro said. Ell
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Whether you're in Pocatello or Philadelphia, you're never far from CGU.
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more aggressive role" in managing
insurance transactions, she said.

At the same time, "everyone is
getting tougher with terms and
conditions, especially for compa-
nies like us, because we are a mar-
ket leader" that often introduces

new programs, Ms. Ravanis said.
But while industry consolidation

may be making pricing firmer and
negotiations tougher, it has had lit-
tle impact on availability, Aetna's
Mr. Molloy pointed out.

"I don't see any problems with
capacity in the U.S. or worldwide,"
he said, adding that Aetna is con-
tinually seeking higher limits be-
cause of its recent mergers with
U.S. Healthcare, NYLCare and
Prudential HealthCare.

While risk managers generally
refer to the overall property/casu-
alty market as flat. those with
workers compensation exposures
are starting to sing a different tune.

One factor in changes in the
workers comp market in 1999 was
the unraveling of the Unicover
Managers Inc. reinsurance pool.
Underwriting losses led reinsurers
to withdraw from the Lisle, Ill.-

based Unicover pool, starting in
January 1999. Since then, workers
comp reinsurance capacity has
eroded, rates and terms have

firmed, lawsuits have been filed,

 and the credit ratings of involved
companies have been put under re-
view (BI, Dee. 20, 1999).

"The Unicover matter may not
have hardened the market by itself,
but it was the rationale given by in-
surers to underwrite their busi-

ness," said Sunstone's Ms. Rich.

Sunstone "went from a guaran-
teed-cost program to a large-de-
ductible program, because the un-
derwriters were almost universally
tripling our loss pick," said Ms.
Rich, referring to total developed
losses.

While the hotelier's 1999 workers

comp losses totaled $1.5 million, in-
surers wanted to charge as much as
$4.5 million for a guaranteed-cost
program, she said.

Although 40% of Sunstone's pay-
roll is in California, Ms. Rich said
the Unicover debacle might have
been more to blame than the tight-
ening of the state's comp market.

Sticker shock has been hitting
many California employers with
fully insured workers comp pro-
grams since Insurance Commis-
sioner Chuck Quackenbush in
November recommended an aver-

age increase of 18.4% for 2000.

I *4'*
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That recommendation was made
due to concerns about the financial

stability of many insurers that for
years may have been underpricing
to gain market share.

Despite the California rate in-
crease, Ms. Rich said she has heard

through the grapevine that many
multiyear workers comp contracts
nationally are being canceled by in-
surers unable to find adequate
reinsurance.

Boston-based FMR also decided

to convert a guaranteed-cost pro-
gram to a large-deductible program
at one of its subsidiaries after un-

derwriters sought a 40% rate in-
crease, according to Ms. Ravanis.

That program is "still out to mar-
ket," so she could not say what the
company ultimately will pay for the
coverage.

Multiyear deals were harder to
obtain this renewal season than in
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past years, risk managers report.
While Aetna was previously able

to secure multiyear policies, "now
insurers are reluctant to do that,"
Mr. Molloy said.

Fortunately, "we still have a cou-
ple of years on some of our proper-
ty policies," he said.

FMR also negotiated a long-term
deal in 1998 with Allendale Mutual

Insurance Co; now part of Factory
Mutual Insurance Co., for its prop-
erty risks, because "we had envi-
sioned a little bit of hardening in
the market," explained Ms. Rava-
nis. "Our strategy has been to go
out and get multiyear deals when-
ever possible."

While FMR's property, policy
doesn't renew until 2003, obtaining
a multiyear deal for its other expo-
sures was a lot harder this time

around, she said.

"We got a three-year deal (for ca-
sualty) with rates that were com-
petitive with what we had, though
it did take a lot of negotiation to get
to that point," she said.

Gary A. Baxter, director of insur-
ance for Tacoma, Wash.-based

Weyerhaeuser Co., said he is glad to
be in the middle of a three-year
policy for several coverages, in-
cluding general liability and direc-
tors and officers and marine liabil-

ities.

"We don't historically do three-
year deals, but we did because we
thought the market had bottomed
out and would be heading up," Mr.
Baxter said.

And, he said, "I'm glad we did,"
because he has heard from several

industry contacts that prices clear-
ly are tightening.

"I think, if you have a good book
of experience, you may renew 'as
is,' maybe," Mr. Baxter said. "But if
you have anything other than that,
you are going to see some tighten-
ing. Not a whole lot, but some."

Meanwhile, some risk managers
who self-insure many of their cov-
erages say they have not experi-
enced increases for their excess

coverages and captive reinsurance.
"There were no significant

changes" in placing the catastroph-
ic excess coverage for Tricon Glob-
al Restaurants Inc.'s fronted cap-
tive program, reported Chris Man-
del, director of risk management
for the company in Louisville, Ky.

It was neither a bad nor a good
year, with rates staying "relatively
flat" for renewing GL and auto lia-
bility coverage above a $750,000
self-insured retention, said Patrick
McDonald, vp for Kelly-Moore
Paint Co. Inc. in San Carlos, Calif.

Perhaps some price stiEfening lies
ahead for excess coverage, some
risk managers speculated.

"We have been told that the ex-

cess and reinsurers are looking for
a little more next year," . said
Thomas R. Lowe, assistant vp-risk
management for Atlas Van Lines in
Evansville, Ind. Mr. Lowe renews

much of his excess coverage at
midyear.

At year end, though, he did renew
a multiperil policy, which he said
came in flat. At the same time, his
D&0 coverage increased by 3.5%.

Other risk managers reported
slight increases for certain lines of

coverage.

For example, commercial auto li-
ability premiums for coverage in
the United Kingdom rose 5% for
the Jan. 1 renewal, said William
Sweeney, director of risk manage-
ment for The Marmon Group Inc.,
an international manufacturing
and services group in Chicago.
Most of his policies that renew in
January are on a multiyear basis
and did not renew this year, Mr.
Sweeney said.

Another risk manager said he
See Buyers on next page
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saw modest increases for a recent

auto liability renewal, even
though his losses were in check.
Other coverage prices remained
flat at renewal. The price reduc-
tions of recent years were not
available. said Phillip L Moore,
risk manager for McCoy's Build-
ing Supply Centers in San Marcos,
Texas.

Bell Atlantic triggered a price-
increase clause in a two-year poli-

cy, according to Ms. Small. As a
result, the company's property in-
surers came looking for a modest
increase, she said.

"There have been many carriers
that have come to us and said,'We
really loss a lot of money. , " Ms.

Small recounted. She quoted the

insurers as saying, " 'The premi-
ums have been too thin too long,
and they are not commensurate
with the exposure. We need you to
partner with us to get back to
profitability. Otherwise, we are
not going to be here for you when
the time comes. '"

Ms. Small declined to elaborate

on what triggered the clause. Re-
gardless of that situation, she be-
lieves insurers are looking for in-
creases and are not willing to offer
deals similar to those of past re-
newal seasons.

And risk managers who report
recent renewal reductions say the
price cuts are small.

"The dollars were very close,"
when we renewed property casu-
alty coverages in November, said
Jeffrey W. Pettegrew, vp-risk
management and insurance for
Walnut Creek, Calif.-based West-

ern Staff Services. "I think we saw

some very modest reductions."
But at least one risk manager

predicts conditions could soften in
the casualty market this spring
now that the calendar has safely
turned over to 2000.

"Everyone was sort of holding
their breath on Y2K with respect
to potential problems that might
have occurred," said William Kel-
ly, managing director in charge of
risk management at J.P. Morgan &
Co. Inc. in New York.

"I would have to think that the

insurance industry is relieved. I
think a lot of the hardening talk
was with respect to potential Y2K
disasters. Now that we're past it,
some of the pressure for rate
maintenance may be abated," Mr.
Kelly said. "We'11 see what hap-
pens when we renew our cover-
ages this spring." [al

Brokers
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'The attittde and conditions

are there that our pricing :s not
going to be olasting dourward
like it was before," said Mr. 3ran-
iff.

Kar,in Smith, director of oro-
keraae opera:ions for Palmer &
Cay Inc. in Savannah, Ga. said
that. on low- and average-loss ac-
counts, he is seeing increases that
fluctuate ietween 10% to 15%

For accounts with high loss ratios,
the increases, though var.able,
may be significantly larger.

"We arE seeing more carriers
asking for· increases and more of
those pur.hased by the insured'
now, in comparison with six to
nine months ago, Mr. Smith said.

Bernard H. Mizel, chairman and
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chief executive officer of USI In-

surance Services Corp. in San
Francisco, said that "7% and 10%
increases on middle-market-sized

commercial business are reflected

in most insurer portfolios with
whom we have discussions."

Midmarket accounts-those be-

tween $25,000 and $500,000 in an-
nual premium-are receiving
higher rates, because it's an "ex-
tremely competitive" market for
insurers and "it's hurt their loss

ratios," Mr. Mizel said.
He noted, however, that "we're

not getting a lot of resistance in
setting higher rates" from buyers.
"We're telling them that the mar-
ket is in a state of flux and that
it's not a material increase." Mr.

Mizel said USI is also stressing
that it is more important to main-
tain a solid relationship with a fi-
nancially strong insurer than to
try to avoid a small rate hike.

"As we take a look at the mar-

ketplace, we see the financial
weakness of insurance compa-
nies," Mr. Mizel said. "It's crazy
to consider moving an account
right now. (Buyers) are better off
staying with a financially strong
company."

Mr. Mizel admitted, however,
that explaining this to clients can
be challenging.

"We have trained risk managers
to expect a very competitive envi-
ronment every year," he said. This
is now a big issue with clients, be-
cause they "have become condi-
tioned to expect lower rates every
year. That requires a re-condi-
tioning to think that nothing is
wrong with accepting a modest
increase if they have a stable pro-
gram."

Gary Hambright, executive vp-
commercial insurance for Lockton

Cos. in Prairie Village, Kan., not-
ed that, "even though some cus-
tomers are getting increases, and
to some people that sounds dra-
matie, prices may still be less than
they were three years ago.

"The decrease in prices over the
last three years was very dramat-
ie. . . .Although (they) may be up
slightly or flat from last anniver-
sary, (they're) probably still down
from three years ago," Mr. Ham-
bright said.

But other brokers have seen a

different kind of renewal period.
Andrew L. Rogal, chairman and

CEO of Hilb, Rogal & Hamilton
Co. in Glen Allen, Va., said that he
is not seeing any major change to
the market environment.

"I think, for the first time in a
long time, there seems to be a will
among major property/casualty
companies to try to get some sta-
bility in the market," said Mr. Ro-
gal. But, he said, this notion so far
is entirely anecdotal and has not
yet been reflected in transactions
with clients. "We don't see it here

yet in the pricing we're looking
at."

"On any clean commercial mid-
market risk, you can still get a
price decrease," Mr. Rogal said.
The marketplace will still support
about a 10% decrease, he said.

Mr. Rogal has seen evidence of
firming for midmarket workers
compensation risks but never an
increase of more than 5%.

Dan Donovan, executive vp of
Atlanta-based Hobbs Group
L.L.C., is seeing a similar situa-
tion with regard to property poli-
cies.

The overall property market re-
mains very competitive, Mr.
Donovan said. Although there are
some signs that rates will in-
crease, most increases are limited
accounts that have bad loss expe-
riences or that have been inade-

See Brokers on page 18
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SECTION OF LITIGATION

American Bar Association

INSURANCE COVERAGE

LmGATION COMMIrrEE

12m ANNUAL

MIDYEAR MEETING

March 2-4,2000

Westin La Paloma Resort

-Ilucson, Arizona

Attend the 12th Annual Midyear Meeting of the Insurance
Coverage Litigation Committee. An outstanding line-up of
programs, speakers, and events awaits.

Programs will include:

• Techniques for dealing with difficult witnesses, the lying witness,
the forgetful witness, and the adverse witness

• Tobacco Liability: the likely coverage theories and defenses, based
on recently settled cases and jury awards

• New Insurance Coverages, Products and Forms: Along with Y2K
making changes in the way we do business, learn of the new prod-
ucts designed for combined risk, media liability, Internet liability
and intellectual property coverage

• Emerging Hot Issues in Construction Coverage Litigaticn

Register today! Early bird
deadline is February 4.
Please call 312/988-5714.

Or register on-line at the all-new

Section of Litigation Web site
www.abanet.org/litigation

Registration forms also available via the Section's
Fax on Demand Service 8001454-8432.

We'11 go wherever your specialty needs take you.

2000 Renewals
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Continued from page 16

quately priced in the past, he said.
For "a quality (property, account

that has been profitable. I'm not
forecasting any increase in 2000,"
Mr. Donovan said.

Although there is disagreement
about the prevalence of rate in-
creases, brokers do concur that in-

surers are being more sensible and
disciplined in their underwriting
today.

As a result, many brokers report,
it is tougher to obtain multiyear
deals that have locked-in rates.

"Underwriters are more hesitant

to lock in a rate today than in the
past, when rates were going
down," said Bill Caplice, managing
director of Aon Risk Services Inc.

in Chicago.
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*Insurer financial strengrh rating

"With the right client, however,
(multiyear deals) are still avail-
able," he said. That sort of client is
one that is a consistent buyer, is re-
garded as stable by the underwrit-
er, has a good risk management
program and has good loss experi-
ence, Mr. Caplice explained.

Gallagher's Mr. Braniff said that,
in his experience, some insurers are
still interested in writing multiyear
deals, but underwriters are more

restrictive and won't renew longer-
term policies for accounts with
poor loss histories.

Willis' Ms. Douglass agreed that
insurers are more reluctant to en-

tertain multiyear deals at the mo-
ment.

"We're seeing that underwriters
are once again starting to read the
policy," she said. As a result, poli-
cyholders should determine which
"bells and whistles" they want to
keep and which they are willing to
give up when they sit down with
their insurers.

In addition to concerns over a

dramatic market correction, bro-

kers report that insurer stability
remains a chief consideration for

buyers.
Reliance Group Holdings Inc. is

the latest large insurer to grapple
with poor financial performance.
The New York-based insurer re-

cently hired two investment firms
to review "strategic and financial
options" that analysts say could in-
clude selling all or part of the com-
pany (BI, Nov. 22, 1999).

"There's going to be further con-
solidation among insurers, because
a lot of carriers have no economic

reason to continue to exist," said

USI's Mr. Mizel, who was not re-

ferring to any specific insurer.
"That will cause disruption to buy-
ers and to the distribution system,"
he predicted.

Lockton's Mr. Hambright fore-
casts that the issue of insurer sta-

bility will "be further exacerbat-
ed" with the recent enactment of

the federal Gramm-Leach-Biley
Act, which allows for the integra-
tion of financial services compa-
nies.

Merger and acquisition activity
will increase in the years to come
as a result of the new law, Mr.
Hambright said. "Insurance com-
panies will not be buying the banks
and financial services companies;
it will be the other way around."

Gallagher's Mr. Braniff said that,
in the upcoming year, one of the
biggest challenges to risk managers
likely will be the examination and,
if need be, the re-engineering of
their risk management programs.

Risk managers, enjoying the soft
market conditions, have trans-

ferred larger portions of risk to
their insurers than they normally
would in a firmer market, he said.

"Now, if they are adversely im-
pacted by a pricing increase, they
are going to have to consider re-en-
gineering their risk management
programs to determine how they're
going to manage their risks-from
a retention vs. transfer-of-risk

method," Mr. Braniff said.
Other considerations insurance

buyers will be facing in the coming
years are the risks associated with
evolving e-commerce business.

"It's a matter of tracking the re-
alities of the society that we live
in," said HRH's Mr. Rogal. He said
the development ·of privacy laws
and the potential for business in-
terruption in e-commerce are
emerging concerns for the risk
management community.

"There's a tremendous push for
new protections that guard the
right to privacy. Companies are go-
ing to violate those," Mr. Rogal
said. "I think that's risk-and (an)
insur@le risk," ini
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Business Insurance, Datebook 2000

he following guide is designed to
help readers plan for risk manage-
ment and employee benefits manage-

ment meetings and events through-
out 2000. This special Datebook is

compiled from notices sent to

Business Insurance, which has selected na-

tional and international meetings of most
interest to its readers. The Datebook also

appears in the magazine and at www.busi-
nessinsurance.com throughout the year with

many more regional and local listings than
appear here.

January

JAN. 11-12. Property/Ca-
sualty Insurance Joint In-
dustry Forum in New York,
sponsored by nine insur-
ance industry associations;
$695. Diane Portantiere, In-
surance Information Insti-

tute, 110 William St., New
York, N.Y. 10038; 212-669-
9203.

February

FEB. 6-9. Commercial In-

surance Legislative Sum-
mit in Washington, spon-
sored by the Council of In-
surance Agents & Brokers,
the American Insurance

Assn. and the Reinsurance

Assn. of America. Paula

Karchner, CIAB, 701 Penn-
sylvania Ave. N.W., Suite
750, Washington, D.C.

20004-2608; 202-783-4400.

FEB. 13-16. American

Bankers Assn. Risk Man-

agement Conference in
Scottsdale, Ariz., sponsored
by ABA; $695 for members
and $875 for non-members.

Registration Center, Ameri-
can Bankers Assn., RO. Box
79064, Baltimore, Md.

21279-0064; 800-338-0626.

March

MARCH 1-2. Workers

Compensation Research
Institute Annual Issues &

Research Conference in

Cambridge, Mass., spon-
sored by the WCRI: $475 for

members; $595 for non-
members before Jan. 28.

WCRI, 955 Massachusetts
Ave., Cambridge, Mass.
02139;617-661-9274.

MARCH 11-15. National

Assn. of Insurance Com-

missioners Spring Meet-
ing in Chicago, sponsored
by the NAIC; free for regula-
tors, $450 for others. Miriam
Hennosy, NAIC, 120 W. 12th
St., Kansas City, Mo. 64105;
816-889-4400.

MARCH 19-22. Interna-

tional Alternative Insur-

ance Symposium in Tuc-
son, Ariz., sponsored by the
Captive Insurance Cos.
Assn. and the National Risk

Retention Assn.; $740 for
members and $945 for non-
members. IAIS, 4248 Park
Glen Road, Minneapolis,«
Minn. 55416; 612-928-4665.

April

APRIL 16-19. National

Managed Health Care
Congress in Atlanta, spon-
sored by the NMHCC;
$1,595 before March 27 and
$1,795 after. NMHCC, RO.
Box 102713, Atlanta, Ga.
30368-2713: 888-882-2500.

APRIL 30-MAY 5. The

Risk & Insurance Manage-
ment Society Inc.'s 38th
Annual Conference & Ex-

hibition in San Francisco,
sponsored by RIMS; $745
for members and $1,045 for
non-members. RIMS, 655

Third Ave., New York, N.Y.
10017; 800-713-7467; fax:
212-986-9716;

www. rims.org.

May

MAY 7-11. American

Assn. of Managing Gener-
al Agents Meeting in Or-
lando, Fla., sponsored by
AAMGA; $525 for members
and $675 for associate
members. AAMGA, 9140
Ward Parkway, Kansas City,
Mo. 64114; 816-444-3500.

MAY 21-24. ACORD Tech-

nology Conference in Lake
Buena Vista, Fla., spon-
sored by ACORD; $415 for
members and $485 for non-
members. ACORD, 1 Blue

Hill Plaza, Pearl River, N.Y.
10965; 914-620-1700 ext.
506.

June

JUNE 4-7. American

Assn. of Health Plans

Conference in Orlando,

Fla., sponsored by AAHP;
$950 for members and
$1,150 for non-members.
AAHP, 1129 20th St. N.W.,

Suite 600, Washington, D.C.
20036; 877-291-2247.

JUNE 4-7. The Insurance

Accounting & Systems
Assn. Inc. Conference and

Business Show in Wash-

ington, sponsored by the
IASA; $460 for members
and $920 for non-members.

www.iasa.org; 919-489-

0991.

JUNE 4-7. Public Risk

Management Assn. Con-
ference in Charlotte, N.C.,
sponsored by PRIMA; $450
for members, $575 for non-

members in government,
$715 for corporate non-
members. PRIMA, 1815 N.
Fort Myer Drive, Suite 1020,
Arlington, Va. 22209; 703-
528-7966; www.primacen-
tral.org.

JUNE 5-7. Assn. of Insur-

ance & Risk Managers
conference in Birmingham,
England, sponsored by AIR-
MIC. AIRMIC, 6 Lloyd's Ave.,
London EC3N 3AX, Eng-
land; 44-171-480-7610.

JUNE 10-14. National

Assn. of Insurance Com-

missioners Summer Meet-

ing in Orlando, Fla., spon-
sored by the NAIC; free for
regulators, $450 for others.
Miriam Hennosy, NAIC, 120
W. 12th St., Kansas City,
Mo. 64105; 816-889-4400.

JUNE 25-28. Insurance

Marketing & Communica-
tions Assn. Annual Con-

ference in Hilton Head,

S.C., sponsored by IMCA;
$595 for members and $695
for non-members. Bill

Hadley, IMCA, 9710 N. 80th
Place, Scottsdale, Ariz.

85258; 480-443-8860.

JUNE 25-28.52nd Annual

Society for Human Re-
source Management Con-
ference & Exposition in
Las Vegas, sponsored by
SHRM; $760 for members
and $960 for non-members.
SHRM 2000, RO. Box
79402, Baltimore, Md.

21279-0482; 800-283-7476.

September

SEPT. 4-8. Monte Carlo

Rendez-Vous de Septem-
bre in Monte Carlo, Mona-

CO; Rendez-Vous de

Septembre, Direction du
Tourisme et des Congres,
2a Boulevard des Moulins,

MC 98030 Monaco; 37-792-
166-050.

SEPT. 9-13. National

Assn. of Insurance Com-

missioners Fall Meeting in
Dallas, sponsored by the
NAIC; free for regulators,
$450 for others. Miriam Hen-

nosy, NAIC, 120 W. 12th St.,
Kansas City, Mo. 64105;
816-889-4400.



SEPT. 10-13. internation-

al Union of Marine Insur-

ance Conference in Lon-

don, sponsored by IUMI.
David Matcham or Rachel

Turner, International Under-
writing Assn., London Un-
derwriting Centre, 3 Minster
Court, Mincing Lane, Lon-
don EC3R 7DD, England;
44-207-617-4444.

SEPT. 18-20. Internation-

al Society of Certified Em-
ployee Benefits Special-
ists Conference in San

Diego, sponsored by IS-
CEBS; $650 for members
and $750 for CEBS gradu-
ate non-members. ISCEBS,
RO. Box 209, Brookfield,
Wis. 53008-0209; 414-786-
8771.

SEPT. 24-27. National

Assn. of Mutual Insurance

Cos. Annual Convention in

Nashville, Tenn., sponsored
by NAMIC. Larry Baile,
NAMIC, RO. Box 68700, In-
dianapolis, Ind. 46268; 317-
875-5250.

SEPT. 30-OCT. 4. Insur-

ance Leadership Forum in
White Sulphur Springs,
W.Va., sponsored by the
Council of Insurance Agents
& Brokers/Council of Insur-

ance Co. Executives; con-
tact CIAB for registration
fee. Lori Baldauf, CIAB, 701
Pennsylvania Ave. N.W.,
Suite 750, Washington, D.C.
20004-2608; 202-783-4400.

October

OCT. 12-13. Corporate
Benefits Conference in At-

lanta, sponsored by the In-
ternational Foundation of

Employee Benefit Plans and
the Council on Employee
Benefits; $540 for IFEBP/
CEB members and $640 for

non-members. Registration
Department, 888-334-3327.

OCT. 14-18.25th Canadi-

an Risk Management Con-

ference in Edmonton, Al-
berta, sponsored by the
Canadian Risk & Insurance

Management Society. Cana-
dian RIMS, Suite 320,1000
Center St. N., Calgary T2E
7W6; 403-277-7377.

OCT. 15-20. National

Safety Council Annual
Congress and Expo in Or-
lando, Fla., sponsored by
the NSC. National Safety
Council, www.nsc.org; 800-
621-7619.

OCT. 16-18. Eighth Annu-
al Business Insurance

Workers Compensation
and Disability Manage-
ment Conference in Marina

Del Rey, Calif., sponsored
by Business Insurance and
the International Business

Forum. Cathy Fenn, Interna-
tional Business Forum, 100
Merrick Road, Suite 500,
West Building, Rockville
Centre, N.Y. 11570; 516-
594-3000 ext. 21.

OCT. 22-25. National

Assn. of Independent In-
surers Annual Meeting in
Orlando, Fla., sponsored by
the NAIL NAII, 2600 River
Road, Des Plaines, 111.
60018-3286; 847-297-7800.

OCT. 23-27. Annual Rein-

surance Meeting in Baden-
Baden, Germany. Ukrika
Fischer, AXA Colonia Konz-
ern A.G., RO. Box 10 26 41,
D-50466 Cologne, Ger-
many; 49-221-1483-2023;
fax: 49-221-1483-2755.

OCT. 24-28. Self-Insur-

ance Institute of America

Inc.'s National Educational

Conference and Expo in
Anaheim, Calif., sponsored
by the SIIA. RO. Box 15466,
Santa Ana, Calif. 92735;
800-851-7789.

OCT. 28-NOV. 1. Indepen-
dent Insurance Agents of
America Annual Confer-

ence in Orlando, Fla., spon-
sored by the IIAA; $399 for
agents and $545 for others.
IIAA, 127 S. Peyton St.,
Alexandria, Va. 22314; 800-
221-7917.

November

NOV. 2-5. American Soci-

ety for Healthcare Risk
Management Conference
in New Orleans, sponsored
by ASHRM. Linda Damitz, 1
N. Franklin St., Chicago, 111.
60606; 312-422-3986.

NOV. 8-10. Professional

Liability Underwriting So-
ciety Conference in San
Antonio, sponsored by
PLUS. Professional Liability
Underwriting Society, 4248
Park Glen Road, Minneapo-
lis, Minn. 55416; 800-845-
0778.

NOV. 10-15. National

Business Coalition on

Health Conference in

Washington, sponsored by
the NBCH. NBCH, Office of
Meeting Management, 1
Bridge Plaza, Suite 350,
Fort Lee, N.J. 07024; 800-
642-2515.

NOV. 12-15. Society of In-
surance Research Annual

Conference in San Antonio,
sponsored by Society of In-
surance Research. Stan

Hopp, 691 Crossfire Ridge,
Marietta, Ga. 30064; 770-
426-9270.

NOV. 1 3-15. 1 Oth Annual

World Captive and Alterna-
tive Risk Financing Forum
in Palm Beach Gardens,
Fla., produced by Business

/nsurance, Skandia/SINSER

and Tillinghast-Towers Per-
rin; $975 for risk managers,
$1,250 for others. Tina
Gassman, 4248 Park Glen

Road, Minneapolis, Minn.
55416; 612-928-4659.

NOV. 13-16. Annual Con-

Business Insurance, Datebook 2000

struction Insurance Con-

ference in Atlanta, spon-
sored by the International
Risk Management Institute
Inc. IRMI, 12222 Merit Drive,
Suite 1450, Dallas, Texas
75251-2276; 800-827-4242;
www.irmi.com.

NOV. 19-22. Assn. of Risk

& Insurance Managers of
Australasia Conference in

Sydney, Australia, sponsors
to be announced. Interme-

dia Convention & Event

Management, RO. Box
1280, Milton QLD, 4064
Australia; 61-7-3369-0477;
fax: 61-7-3369-1512;
www.arima.com.au.

December

DEC. 2-6. National Assn.

of Insurance Commission-

ers Winter Meeting in
Boston, sponsored by the
NAIC; free for regulators
and $450 for others. Miriam
Hennosy, NAIC, 120 W. 12th
St., Kansas City, Mo. 64105;
816-889-4400.

The Datebook is compiled
from notices sent to Busi-

ness Insurance. Notices for

meetings should be sent at
least eight weeks in ad-
vance to Datebook, Busi-
ness Insurance, 740 N.
Rush St., Chicago, 111.
60611-2590. Please include

the cost, if any, to attend the
meeting and information on
registration for interested
readers. Business Insurance

reserves the right to select
meetings of most interest to
its readers and cannot guar-
antee that notices will be

printed. Datebook listings
also are available on the

World Wide Web at

www. businessinsurance.com.

Compiled by Lee Fletcher

Datebook2000 insert sponsored by:

e
ZURICH



;f».

r

250/66£bU/Wailt*i"*fo"*4.%1)*[iean#ed#868"46bXm£b nd)(1kilim@m [#|d[66 In"Im/Lk¥Zed, arbAN,6*ijAFRRdl$1-

m=militimdi, (Climi&s.<«ijk *imii*1434@Ira *i*d*¤R ©hp,*E%*¤
-,

11... .  I . &.'  ' . -

I .... I. 4 4 . , ,  0   - f 'P 

=-L

Global economy.
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Information overload.

Too little time.

Too many choices.

Time to streamline.

Time for Zurich U.S.
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Property · Casualty · Liability
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Accident & Health · Integrated Solutions
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including Zurich American Insurance Company.
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Insurers
Continued from page 3
standard lines, he said. But there has

been "quite a bit of firming" in both
cornmercial auto and workers com-

pensation, especially for workers
comp coverage on the West Coast.

"We're continuing to push for
price," said David Long, executive vp
and manager of the National Market
Group at Liberty Mutual Insurance
Co. in Boston. "We've been pushing
for price since last February."

Mr. Long said that premium in-
creases generally range from 6% to
9%. "We're seeing rate increases in
comp and also across the board," he
said.

Although the overall trend is to-
ward increases, Mr. Long said, "we're
still seeing some crazy stuff out
there."

"For the most part, it seems like the
sensible guys have reached a point
where they say,'Enough's enough,' "
Mr. Long said. "But on any one ac-
count, you can see some irrational
pziees."

For casualty lines, "prices are up,
reinsurance prices are up, both facul-
tative and treaty, although reinsur-
ance capacity is certainly still strong
and readily available," said John B.
Stites, vp-national accounts at Trav-
elers Property Casualty Corp. in
Hartford, Conn.

"Price increases could probably be
described as moderate," Mr. Stites
said.

"If there is anything that is less
available in the casualty world, it
might be guaranteed cost on larger
deals," he said.

"In our case, in Travelers' national

accounts, retention of business is up
slightly. It was very strong in 1999,"
Mr. Stites said. "And we had some

customers where we had to take some

pricing action to put us in the black
rather than the red."

"Overall, there's not a definite turn
across the board. You're still going to
see silly things, or something that
seems out of line," said David
Toombs, vp-underwriting product
services for Wausau Insurance Cos. in

Wausau, Wis.

Mr. Toombs added, however, that
there are "definite signs things are be-
ginning to go the other direction,"
particularly in commercial auto and
property coverages.

Price increases aren't the rule for all

lines, though.
For example, there is little move-

ment in many lines of professionalli-
ability, insurers report.,

"I think, for professional liability,
the general marketplace for next year
is going to be flat," said Ray Busta-
mante, assistant vp at Zurich-Ameri-
can Specialties in New York. "I don't
see any way there will be the 20%-
plus rate reductions clients saw a cou-
ple years ago."

In fact, more competition may be
coming, said Mr. Bustamante. He said
he expects to see Bermuda-based
firms enter into the U.S. market, in-
creasing competition in the profes-
sionalliability area.

In addition, Mr. Bustamante said,
although the overall premium trend
in professional liability renewals this
year will be flat, selected buyers could
still enjoy significant price cuts. "On
a case-by-case basis, you will see
some serious reductions," he said.

But, in general, professional liabili-
ty insurers have little room left for
price cutting, he said. Rates for archi-
tects and engineers professional lia-
bility, for example, are lower than
they were in 1983, he pointed out.
"And the losses are there," Mr. Busta-
mante said.

Going into 2000, some insurers are
willing to walk away from business if
the rates aren't adequate, he said.
"You've got to price responsibly for

the long haul," he said.
Mr. Bustamante predicted that pro-

fessional liability insurers, unable to
cut rates further in the year ahead,
will combine coverages into single
policies. He said the end result will be
"a hybrid kind of product" that com-
hines employment practices liability
and directors and officers liability
coverage.

Reliance's Mr. Van Gilder said he's

also seeing some activity in the D&0
area, with pricing and conditions in-
creasingly reflecting the particular
conditions of the risks. "That's a little

less pereeptible, but, nevertheless, it's

E

flo

i

happening," he said
The medical maipract:c€ liability

insurance market for both physicians
and hospitals is also changing.

At PHICO Group, which writes
medical malpractice ecverage for
doctors and hospitals, raze.ncreases
are inzhe 5% to 10 vo mnge, depend-
ing on loss experience. said James
Voltz, senior vp-field operations in
Mechanicsburg, Pa. This 'is contrary
to what we saw last year, which was
a continuing reduction." He added
that the continuing consolidation
among medical malpractice insurers
' is dearly an indication to us that the

n
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bleeding is going to have to stop."
Boiler and machinery underwriters

also are seeing a slight uptick in pric-
ing.

"We re starting to see some rate in-
creases," said Mike Downs, seniorvp
cf Hartfcrd Steam B)iler Inspection
& Insurance Co. of Hartford, Conn.

"It's pretty much account by ac-
count," he said, adding that, on aver-
age, the mcreases are m the range of
5% to 10%, with higherincreases for
accounts with poor loss experience.

Despite the general trend toward
increases, "it really depends on the
market. We still see renewals and new

business that goes for less than expir-
ing. It's not so prevalent today than a
year ago, but it still hapers," said
Mr. Downs.

"Typically, the bigger fhe deal, the
worse the terms, 2Onditions and pre-
miums for the carrier,:' he said.

There are signs that the property
market, both for highly protected
risks and for general property, also is
beginning to turn.

"We're beginning:o see rate in-
creases taking hold, in the U.S.A. at
least," said Mike Turner, vp-staff
marketing for Factory Mutual Insur-

See Insurers onpage 26

Risk. Covered by Allianz Group.
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Wherever you are, whenever you need us,

the Allianz Group is always there for you.
To us risk management means thinking the unthinkable to prevent risk t.:rning into loss. As one of the

world's leading insurers our financial strength and technical expertise combine to make Allianz Group

the partner you can trust whenever and wherever you need us. Allianz. The Power Beside You.

AIC
Allianz Insurance Company is a leading U.S. based property and
casualty insurer of large corporations and their global risks. Allianz @D
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Insurers plices are up, and they :re up mole ef and saw the withdrawal from par- market s got to harden d whole lot most customer f realve "A that they
than casualty, ' said Ml Stites of ticipation of allits membens moietnanithas now,"hi sdid Cus- have h,id a piott* good deal ovei the
Tiavclers "Re_ns,mance prices, Ic-c "Given that the reinsuiers lag the tomei f aze still getting pielty good past u,uple years, ancl, B we have

Contumed from page 23 and lieal> ai e cert.iinp up and there plimaip guys by abc,ul tvo veais deaK ' them i o< used on the total ((At of risk "
ance Co in Johnbton R I MI Tunier 15 5(,ine tightening of capacity on t} e they Ie startmg to see the <,amr things Alternative-market cippi (jaches "Thev i ealite that they may have lo
wid that HPRIdle miI e.ises a_Fnm- ieinsuance side as we_1 .

the pimazy guy,s saw a couple yeais typicady require customers to i etain pay a little bit more to maintain a
ning "somewhere in the range,)t 10% "The piopertl market cartainly has ago "Mr Long said "So a., a result higher levels of risk, he noted,and in long-term Ielationship with us "Mi
to 20%" depending on variables that shown signf of stiften-ng, and we ce- we are see_ng a little hardening on the the current mai ket, thep can %1111 Long 4,nd
include loss history and occupancy tainly aze soelr_g, on the emfutance facultative side " tranfer that nsk al low cot In hitht ot the curient maiket and
He added that those increase. ai en't side, very positive signs of i einsulez 5 The u orkeis Corrp market ic tight- Reliance has become incieasinglv some haidening ol prices, Mi Long
being seen m Canada 01 Eulope ye- both :rying to -eposinon themselves ening, MI Van Gildei faid "I don t active in the altei native mai ket, and haid he sees some Intri est by buyers In

"Alot (,foui customel b expectus to and alsoput alttledlscipline Into the knowilit'sa Iefponse lo Uricoveroi Mi Van Gilder haid he expectz that locking up multiveal progi,ims, but
work w [th them dui ing thel chal- pi opert* maik=.t in erms of condi- Just to the lael that workers comp maiket to increasein importance he said that Libertv ancl othei insul-
lenging times, but the> also exoect us tions.ind prices," said Mr Van Gilder generally is underpriced in d lot of "It'shaid to tiack thal, but we are eis dic, somewhat Ieluctant to offet
to manage our busmess," hesdid Cus- "In the ared of laig,---nbk casualty, markets and a lot or Juriscletions " he ceitdinly very active in that area and huch deals "We'iereisting them but
tomers will listen to under,vritei  we're seemg the same -hing " said 'Certainly, the comp maiket is believe that lS probablv the most it's not.z inalc„ issue with us lie said
seeking late inct eases, "ds long as we On the workers comperbation fror_t, lightening quickly Whether it'slight- rapidli giowing at ea and the one that I think, over the past couple of
ck) it m a piolessional wav,' Mi Turn- "I think thei e'. still . couple players ening qu cklv enough ir broadly IS getting moze sophisticated fastei years we've I eallv seen a commodili-
or said out there who have Unicover deals enough, I doni know " than any area of the buiness," he zation of pricing," Mi Long said

"Everybody's i esult, c,n an aggre- out tnere thro.igh the end of 1999, And while the alternativf market said "And, I think, what we'te seeing now
Rate basis have eloded to the print even 2000 " said Liberty,>, Mr Long, u,ntinues to gtow, the traditional The gradual change in i dies has not 1% 0111 customer, moving away fl om
where thef Just c an t be sustaired/ he i efemng to thz UnicoveI Managet s market w_11 have to haiden zonsider- stinec risk managei resistance, noted that commodilization and looking at
said Inc lemsulancepool wh_ch last year ably Deloze insurers teel any I ral lm- sevel al underwnters who's providing the best overall out-

As foi propeity coverage in keneral, susta_ned massive un-lerwntingloss- pact, Liberty's Mr Long said "The Liberty's Mr Long said he thinks comes dnd not the lowt»,1 cost Ell

Reinsurers
Contumed front page 3

1 ing in the rellocessional maket, it }1«15
not vet had an effect cm the lower lav-

ers oheinsulanceprograms "If they

ling hit with anvthmR·he aid
1

have not had losses, they air not get-

Yeai 2000 u,ncerns also may have
played a iole in the delays, suggested
Bill 07_)onnell, senioi vp 01 Noi·th
Amentan propeitv/casualty reinsui-
ance at Employers Remburance Corp
in Over land Paik Kan1 The reluctance to supplv injorma-

1 lion to Ieinsul els mav have bren due,
in part, to uncertainties over Year
2000 problemh, he said Cedents may
want to hee how potential nullennlum

1 bug losses plav out before thM com-
mit to renewal terms, Mi 0 Donnell

FOR MOST INSUUNCE OMPANIES, faid

William J Adamson, chief execu-

1 11.
1 live ollicei of CAA Re, a umt of CNA

Flnancl,11 Colp in Chicago s.zid manv
policvholde] s had puichased multi-

l
yeal pc)licies to avoid i enewing this
Januaiv Bv doing so they hoped to
prevent clispulci ovei potential 10514
1 rom the Yeai 2000 computer prob-
1(,m

THE EXPORTING BUSINESS IS COMPLETELY FOREIGN. Consequently, wlth jewer pi C)glam'·
renewing, the nsing rates and c,velall
increar in pI emium incorne 11 l ein-
suiers 15 not Tul j icient to turn around

!1[ 111,11 4- Ill their generally poo, result Mi
Adamson said

"Next vear, there will be .1 lot of

multiveai deals up toi renewal and
thev will have to pav some big in-

11 creases,' he sciid

"Thi year won t br a full i enewal

%('ason " agreed Steven Boil.ind se-L# B nioi vp at reinfulanic' intei medlary
Gill & Roosei in New Yoik who also

noted the existence of many multiyeai
pollcies As a w,sult, he wid, "there %.1
chunk of business that's going to be
done on last yedl s term,>

1

1 Thosc insut vi h that are I pnewing

1, 11 nou howevei ate finding that late',
.ire goints up, albeit not di amatically,
and grnel ally only in cases where ex-
perience wan anb, sav i elnsul ers and
interine(liane's

But not for Chubb Chubb pioneered insurance coverage for U S. exporters big and small. With our Exporters FoI the first time in many years,

Package Portfolio, your clients can purchase what they need when they need it They can even get r einsui ers are not agreeing to man'>
tate cuts, said Jerome Karter, piesi-

employment practices liability, kidnap and ransom dind political Ask coverage all under one policy This kind dent anci CEO of SCOR US,d New

of tailor-made approach eliminates gaps between policies and reduces overlaps But no matter what your York-based unit of ieinsurer SCOR
SA

clients encounter, they'll feel safer knowing we have 130 offices in 36 countries Each is dedicated to responding "We have also been dble to got price
increase% for the first time in a longquickly and correctly when something goes wrofig To learn y how to better protect your time The message is still d little bit

clients' business needs, contact your Chubb underwter Your clients will think the world of you i mixed, but it's showing some signs of
sanity," Mt K.irter said

COVERAGE_BEYONDYOUREXPECTATIONS_EMUBB Salvatoie Z.i ffino, pi esldent and
CEO 01 ieinsuiance intermediary Guj
Carpenter & Co in Now Yot k, said

Chubb refers to the insurers ollie Chubb Group Of |nsurance Compomes  Adlual coverage suble! to acceptance b insurer and language of poliies as issued Coverage wriften by the msurers of the Chubb Group, Warren, New Jersey 07059 "We see the iii ming up that we have
seen ovei the la41 few months contin-

uing-actually accelerating a little bit
But it eems to be in a verv or derly
lashion, wheio there'5.1 reason due to

See Reinsurance on page 28
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EMERGENCY PROCEDURE
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STAY CALM .

FI 10 AN AWUSTER WITH
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GAB Robins has been effectively investigating and adjusting claims

since our foundation after the Chicago fire of 1871. Adjusters employ

automated estimating tools and can identify subrogation opportunities

for an accurate conclusion of every file. And our experts investigate

for arson or fraud...so you can be sure that all your fires are really

put out. Questions? answers@gabrobins.com or call 888.888.4242

Visit us at www.gabrobinsna.com
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Reinsurers nalking away f' om pirticularlr dis- ulailr on -)rogtams that have had fied br the leins,urer as needing of capacity," M Robb said
tie',sed woikeis compensation and losses Even loss-free proo ims dic light(,1 terms and conditions, Mr O'- That may change in the bpring,
umbrella liabihty programs, she said lindin g 11 , lifficult to get cic·dit j oi DonneL said though Manv catastrophe i elioces-

Contmued from page 26 Chins Biockelt, senic,i vp at Toweis good expoi ience," said MI Cashin In North Ameilid, pioperty and w- sional progi.ims renew then, and
expenence for i ate inciears " Peii in Reinsul c nce ir Philadelphia "Casu ally lines in general, .1 e mov-- <ualty lelnsiliane,Nrates ale gencially thrie h.15 bern a hignificant with-

Otheishar efeensignsolah.iden- said, 'Thete wa, a lot c,tconcern fiom ing up slovily but tnerchasbeen an seeing_ate incl edses Haitfoic] s Mi diawal (11 capdatv In theietiomaiket
ing as well theleinsurers that thr expiring i ates end torate leduitions " Robb sdid over the la•.1 ix inonth, he said In

'The market has dehnitelv fmned weren t adequi te and, while thei e When the reneT. als are bnallv Mi Robb said the increases in p.irticulai the letic) maiket in Aus-
Reinsuiers are not giving decreases were very tew late lecuclions, there sealed, Employers Re expEct: to see North Ameticanpic,perty and casual-- lialld has laigely dned up
and die asking for inuease. and ce- Fr 01% a lot moi e i enewd at the expir- i ate increa,es andietention levels in- tv rein,urance ra enan gleallv, de- U S Re '·, Mi McGuire said

dents ale belng a little unwllhnft to oe ing term,> than I thlnk people thought crease on d significant portit n ot itss pending on loss recolds Some cedents "Theie'f very little tiaditional c,ipact-
the first one out thoi e to pay 01 they "I wouldn't gay that,ve really expe- natioral a,-count business, :Jid Mr that have suliered substantial losses tv m the maiketplace, so thri e's a
ai e unjkilling to pay at all said H nenced a hard matkit at year enc, O'Donnell mel the p.bl vea_ are seeing double- scramble uncle'r way among the bu -
Elizabeth Mitcholl, executtive vp al St but, ceitdinly thei e is a conection Increases have diready been imple- Illgit inzreases, he wid ors of Irtio cover in the altei native

Paul Re, a Now Yoi k unit of The St undei way "Mi Brockett said, noting mented on i egional accourti he said "Others are opfiating well and we maiket to tir to put togethei some
Paul Cos Inc howevez, that theie is still a lot oi ca- Many regional insurers, es iocially woulci rxped, them to renew ab expii- types of quasi-financial structuim "

Pi opeitp piogram•, w ith losses .ie pacitv in the culrent m irket those in tte Midri est, hare suffered Ing "MI Robb said Meanwhile insurers beeking piop-
being asked to pap significant mo ods- 'We ar e seeinl a ger_eral bottoming sizable storm losses m 1 999 and 1998, Propert'> catas .1 opholates dre still elly catistiophe i einsul.ince plotec-
es but oven progidms that do not out," said John Cashin, executive vp and Empli,yers Rehas beenworking lat, dtspite the laige number 01 tion ale lincling rate increases that
ha,eloffes air ienewing flat oi with at Willis Fabel Re m Nem York "Ni on rn©iny c ccounts since Ju_y to get catastrophe losses oveithe past yeai, Lgeneralli tall inthe lange of Y}: to
increase, up to 10'76, Ms Mit chell one ib quoting below expiring terms them to agl re to mcieafes neludingedithquakes in Taiwan ancl 1()%, wid MI MIC:uiio "And that'%
Scild unless it can be lustilied br substan- About 7 1% of Emplover, Re's le- Tul ke; stor·ms in the Allantic, and kn th(,se companie that have not sus-

Casualty pinglams are also ·,reing tial increases m piernlum volume ' glonal acc,unts ionewed on,-an 1 Of most licently, stolms in Elliope lained any lcises this yeai, he said
some ilrmIng, and some reinsuroi f dre "Piopertk cal ismclung up paitic- those, about 30% to 40% wei r identi- "There ls Atill an enormous amount 'Whei o companies have sustained

losses, th(,se I ate mcreases ai e actual-

lv mitch higher "
In the non-( at pi operty maiket, "I'cl

. 3, almost wy it'<, a tug (,t wai at thi mo-
l ...

V i
r mei'lt," becaue of inurei s i eluctance

>'. '1 ''(,M
',LI„ to agierlohighei t ates, Mi MiGuire

'* ?,i,1&641 said

&,- ' In i clation to p<,1 -1 isk, pl oportion-
al business thete dehnitolv is a push

, ' r I / -'4. ./ among i elnHurer, to improw the.n

te, mA, by eithpi 1 eclucing the coding,

corniniffion th.it the, pay 01 leducing.

F, Wr the pi olit-sh.izing (that goes) back to
''M

the chent, ' he said

'tt 4 >
Mr MEGuire said that while genei-

a] casualty bilhiness has i emamed rel-
r' atively stable, the marine maiket also

,

"15 probably seeing one 01 the bigger

4' .

mci eases in pince, and that s clue also
1<) the fact the ietr(,cessic)nal mdrket

101 mal ine piotection 1% drylng up
Insul 01 5 are facing late increases 01
5% to 15% he said

Meanwhile 1111 u oikels comp said
Mi MeGuii e, "the rate levels .11 i go-

h ing back to whoie they probablv
should have been" had it not been for

the Unicovei Managers Inc i oinsur-
t

ance pool which sustained massive
A " undemi iling losses and saw the with-

14 $ % 2.
I diawal horn paiticipation of .ill 115

1. J''d '

r % loinsull'IS la<,t yedI Un icovei, Mt
f McGuii e said, "had voiked down the

i ates sub'·,tantially," he s.zid What's
b(ing (,i ferod in the maiket non is an

.

adequate late i or th.it level of i isk "
But joi the overallielny,zirance mai-

1: ket, rates are still inadequate said MI
. Adamson "We've 5een some impi ove-
.IT I

ment in ternh but it is not enough by
d long shot,' he said

Incieases vary A line and the
scvei·11· of losses, but some T eti o i ate,

are up by 20% to 25%, medical mal-
piactice Iates are up bv about 15%6 and some other lineA are up bv 10%,
he said

Catabtr ophe rates aI e also begin-
ning to incI eaw bul onlvmoderately,
he said, which is Sul pilng, because
it'% been a hoilendous ve,11 given the
losses "

The inereas,(f that are bcing applted
in January air piol).Iblr not sufficient
11) signilicantly impl ove the jinancial
iesults of IeinsUIeth in 2000, MI
Adamon said

Gill & Roefer's Mi 8011.ind ato eed
. Rates overall aze up, he s.zid, and "it',

an impi ovement in the market but
not one that's significant enough that

•,ut who's r .. it'5 golng to change people'h results "
Reinsui ei s 5.1% ther al r letting borne

business go I athel than pnce it inade-
quately

While Emplovel 4 Re w.15 successful
in pushing thiough home increahes, it
also lost business, said Mi 0 Donnell

"Wr've lost some business, and we

r\pect lo lose fome moie Thoie lS
other capacity ready to lep in and

. . . atter to you? --- ' .

take bugness at more-i ompetitive
. #1 Metrople D - . trrms," Mi O'Donnell said

.
..

. .... w crcins co   • D For the pa'·,1 few i enewals SCOR
has been letting v,me business go

ID I. . ..
wthei th.mwilte itallowei Tales Mi

Kartei wid "But we dIe seeing a lot
less going out the door," he said El



4%/4>
*99 <0

I r

1 1

%

9



30 / DuvneS. I«,f.qugen, C January 10, 340

2000 Renewals --

Some reinsurers withdraw from facultative property
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November 1999

This announcement appears as a matter of record only.

$1,367,030,500

TRIDENT II, L.R

A partnership organized for the purpose of making private equity
and equity-related investments in the global insurance,

reinsurance and related industries.

formed by

MARSH &

MCI_ENNAN
CAPITAL

The undersigned acted as financial adviser and arranged for the
private placement of the limited partnership interests.

Donaldson, Lufkin & Jenrette
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Managed Care Liability,
Workers Compensation,

Abinkioid Professional

Liability, Physician and Surgeon
Professional Liabiliry, Single

and Group Physician Programs,

Professional Lia:ility for Paraprofessionals,
Directors, Oflicers and Truszees Liability, Liabili-y for
Profesional C6rporation, Ass(,ciation or Parrnmhip.
Professional Employee Liability: Staff Privileges. Personal

/njury and Property Damage Liability, Excess Professional
Liability, Umbrella Liability, Excess Workers Compensation
Dividend Programs, Deductible Options, Retrospective

Rating Programs, Wide Variety of

Risk Management Publications,

Premium Financing Program,

Customized Claim Audits, Third

Party Adn,inistration, Return to
Work Programs, Medicd and

Disability Consultana Track High-

Exposure Claims, Creative Joint

Venture liartnerships, Employnient

Practices Liability, Audiovisual

Library, Continuing Care Risk
Management. Customized Risk

Management Programs, OfRce

Practice and Ambulatory Cre

Assessir-ents, Excess and Surplus

Lines. Professional Liability for
Hard-to-Place Physicians, Excess
Reinsurance #br Captives, Loss
Portfolio Transfers, Online Chin.

Status inquiry, Online Loss Runs,
Rent-A-Captive Services, Online

Claims Submission, Customized

Risk Management Video Programs,

Credectialing, Physician and Office
Safety Guide, Physicians Guide co
Rik Management, Medical Provider
office Policy, Loss ·Control

Programs, MicroPERTS Computer

Claim Trending Software, Risk
Contcl Manuals Created Ex=lusively

for PHICO Policyholders. On-Site
Risk and Safety Assessments, On-
Site ln-Service Risk Management
Prograins, Physician Litigation

Suppon Program, Medical Case
Management, Continuing Medical Education Credits,
Long-Term Care AssessmenG, Risk Control Profiles, Clinical
lusk Assessments, Consolidation of R.,sk Management
Programs, Research and Development Team to Track
Industry issues, Li,igation Support Guide for Nurses and
Paraprofessionals, ECRI's Healthcare Risk Control System,
Home Care Risk Management, Mediial Advisory Team.
More than 200 Available Risk Management Progrn:13

New _Mat]1
for Healtlicare

Providers

4: As one of the nation's leadind insumnce carriers for the

C 47 healthcare industry, we understand that today's healthcare providers are ,
under increasing pressures to improve the bottom line. That's why we

, like to partner with customers to develop one customized package of
insurance products and services that lowers claim frequency and severity,

f reducing your overall insurance costs.

No matter what your needs, the companies of PHICO Group have the

. _ , resources to address the risk management demands of customers ranging from
single physicians to the most complex integrated delivery networks. We back up
our products with financial security and industry expertise that's the result ofm6re
than 23 years serving healthcare providers.

Competitive rates. Flexible coverages. Innovative programs. Outstanding service.
It all adds up to a commitment to mduce your insurance costs.

You do the math. One call. One choice. PHICO Group.

PHI CO
Visit us at www.phico. com • 800-382-1378

PHICO Insurance Company • PHICO Capital Markets . PHICO Re Ltd o Independence Indemnity Insurance Company



Global Briefs

American International Group Inc. has
ceased writing life insurance policies that
cover employees of companies in China.
Responding to press statements alleging
problems in the company's Chinese life
business, AIG Chairman and Chief Exec-
utive Officer Maurice R. Greenberg said
the move was made at the request of the
China Insurance Regulatory Comrnission,
which has changed its regulations. The
CIRC now considers such sales a form of

group insurance and had asked AIG to
stop writing them. Mr. Greenberg empha-
sized that there was no penalty imposed
on AIG and that all prior policies have
been allowed to remain in place. ... 1999
was the safest year on record for air trav-
el, though the estimated cost of Western-
built commercial aircraft losses reached a

record $985 million, up from some $900
million in 1998, according to aviation loss
adjuster Airclaims Ltd. In its annual as-
sessment of the aviation market, Air-

claims said 23 Western-built jets became
total losses last year, three fewer than in
1998. Its estimate of incurred losses in

1999, which includes both hull and liabil-
ity costs, is $1.8 billion, compared to $1.9
billion in 1998. The reduction came, in

part, because the number of passenger
deaths in 1999 was the lowest on record at
512....Paris-based Assurances Generales

de France S.A. has simplified its organi-
zational structure following its 1998 ac-
quisitions of Athena and the French sub-
sidiaries of Allianz A.G. Holding. The op-
erations of those two companies, as well
as other AGF companies, have been ab-
sorbed mto the group in anticipation of
the adoption of a single AGF brand some-
time in the first half of 2000....

Fortis, the Brussels-based insurance

group, is selling its long-term care insur-
ance business, headquartered in Milwau-
kee, to John Hancock Mutual Life Insur-
ance Co. For'tis said the deal, representing
$90 million in earned premium as of Sept.
30, 1999, is part of its plan to concentrate
on specialty segments. . . .Standard &

Poor's Corp. has assigned BRIT Insurance
Ltd., a wholly owned subsidiary of BRIT
Insurance Holdings P.L.C., an A- counter-

party credit and financial strength rating.
...UNUM Ltd., the Dorking, England-
based subsidiary of UNUMProvident
Corp.,has named Eugene McCormack di-
rector of marketing. Mr. McCormack,
who previously was head of product mar-
keting and development at Barclays Life
P.L.C., will oversee all of UNUM's mar-
keting strategies. . . .The London insur-
ance market claims to have made a signif-
icant step toward faster claims processing
after Aon Marine & Energy and Transat-
lantic Re delivered the first electronic

claims files via the Virtual Single Reposi-
tory Interface, developed by The Rebus
Group. The VSRI was developed for
Lloyd's of London and the London Pro-
cessing Centre. It is accessible by brokers,
underwriters and companies, enabling the
sharing of electronic information among
various members of the insurance com-

munity. Lloyd's aviation market is also
currently participating in trials of a VSRI
system. . . .Max Re Ltd. opened for busi-
ness Jan. 1 in Bermuda after raising $331
million in capital. Max Re, which plans to
raise more in the first quarter of this year,
received an A- rating from A.M. Best &
Co. last week. Max Re will write long-tail
liability business and annuities and it
plans to manage a significant portion of
its assets more aggressively than most in-
surers and reinsurers. The company is
headed by Robert Cooney, who was for-
merly a senior executive at XL Capital; its
chief financial officer is Keith Hynes, who
was previously with Renaissance Reinsur-
ance Ltd.; executive vp of property and
casualty is David Brining, who was previ-
ously with Scandinavian Reinsurance Co.
Ltd.; and executive vp life and annuities
is Philip Kruse, who 3ss·previously with
ING Re.
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Crash line lacked safety system
By MARIA KIELMAS

OSLO, Norway-Norges Statsbaner, a state-owned rail company that
owns two diesel passenger trains that collided last week, is insured for
property and liability losses arising from the disaster.

The Jan. 4 collision, which could become Norway's worst rail disaster,
killed at least 17 people, though more than a dozen people remained miss-
ing as of last week. The collision has prompted several safety investigations.

Coverage for Oslo-based NSB is written by Bergen, Norway-based Ves-
ta Forsikring A/S, though neither the rail company nor Vesta would pro-
vide details of coverage limits.

Debbie Taylor, a member of the transportation practice at Willis Ltd. in
London, said that European rail companies typically buy liability insur-
ance to limits of between £30 million ($49.3 million) and £63 million ($103.5
million) per loss, with aggregate limits of £100 million ($164.3 million) per
year. Deductibles tend to go up to £3 million ($4.9 million), she said.

Jernbaneverket, or JBV, the national rail administration responsible for
Norway's rail network and infrastructure, is self-insured for liability, said
a JBV spokesman in Oslo.

The accident occurred when an express train running southbound be-
tween Trondheim and Hamar collided head on with a northbound local

See Rail crash on page 35

*092,8444 ' f

PHOTO: AFP

A rear engine and burned-out cars are part of the wreckage from a
head-on collision between two trains near Asta, Norway, on Jari. 4.

Storm claims may top Daria losses

arlill.1
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Winds from Lothar, the storm that hit Europe
on Dec. 26, caused a construction crane to
topple onto a Parisian apartment building.

By CAROLYN ALDRED

PARIS-Storms that battered Europe the last
week of December, killing more than 100 people
and leaving millions of European homes and
businesses without electrical power, will cost in-
surers several billions of dollars, according to
early estimates.

The losses from windstorms Lothar, which hit
on Dec. 26, and Martin, which struck on Dec. 27
and 28, occurred too late in the year to affect
January renewal rates. Nevertheless, the storms
will help make 1999 "go down as the year with
the largest number of natural catastrophes of
this magnitude," according to a statement from
Swiss Reinsurance Co.

The storm loss "will end up costing insurers
several billion U.S. dollars," according to Swiss
Re, which puts Lothar and Martin alongside
Hurricane Floyd and the May tornadoes in the
United States, Typhoon Bart in Japan, the floods
in Venezuela, and the earthquakes in Turkey
and Taiwan in a string of losses in excess of $1
billion.

"The insured losses from these events will be

the second highest for any year on record. Ae-
cording to current indications, 1999 will be
topped only by 1992 a year marked by one ex-

Singapore imposes
broker, agent regs

By GAVIN SOUTER

SINGAPORE-Agents and brokers operat-
ing in Singapore must now meet formal, gov-
emment-imposed financial requirements, fol-
lowing the implementation of a new law on
December 31, 1999.

The new regulations replace self-regulation
by various trade associations.

The Insurance Intermediaries Act imposes
strict capitfl and professional indemnity in-
surance requirements on intermediaries "to
promote greater professionalism in the insur-
ance industry and enhance protection for the
insuring public," according to a statement
from the Monetary Authority of Singapore.

Under the new regulations, allinsumnce in-
termediaries must register with MAS, which is
essentially a central bank for Singapore, and
must meet several financial requirements.

The rninimum paid-up capital for non-life
insurance brokers and all reinsurance brokers

is $300,000 Singapore ($181,050). A life insur-
ance broker must immediately have an initial
paid-up capital of $100,000 Singapore
($60,350); this amount will be gradually in-
creased over five years to $300,000 Singapore.

Each broker must keep a net asset value of
at least 50% of its minimum paid-up capital.

The requirement "is to establish brokers'
commitment to operate in Singapore and to
ensure that they have a certain level of finan-
cial assets to support their operations," an

MAS statement said.

Each broker must have professional indem-
nity coverage with a deductible that is no more
than 20% of the net asset value of the compa-
ny. Non-life insurance brokers and reinsur-
ance broke must each have $1 million Singa-
pore ($603,500) in coverage, and life insurance
brokers must each have $500,000 Singapore
($301,750) in coverage.

Each broker must submit audited annual

returns to MAS within 6 months of its fiscal

year end.

All brokers must also pay annual fees to
MAS. Non-life insurance brokers must pay
$7,000 Singapore ($4,225); non-life reinsur-
ance brokers and life insurance brokers must

each pay $5,000 Singapore ($3,018); and life
reinsurance brokers must pay $2,500 Singa-
pore ($1,509). Agents and brokers registered to
place business with Lloyd's of London must
each pay $5,000 Singapore.

Also, under the regulations, every agency
must have a written agency contract with the
insurers it represents.

The new regulations replace less-formal ar-
rangements. Previously, all brokers were self-
regulated by their respective trade groups, and
there weR no financial requirements.

Currently in Singapore, there are 63 non-
life insurance brokers, 17 non-life reinsurance
brokers, 781ife insurance brokers, 9,000 non-
life insurance agents, and 19,500 life insur-
ance agents, according to MAS. m

treme natural catastrophe: Hurricane Andrew in
the U.S.," said Swiss Re.

Risk Management Solutions Inc. of Menlo
Park, Calif., estimated that insured damages
from the recent storms could top those from the
most expensive insured event ever in Europe:
windstorm Daria. Daria, which struck in 1990,
caused insured losses of 6 billion euros ($6.19 bil-
lion), as stated in 1999 values.

"On the basis of RMS' modeling, Lothar is the
most damaging storm to have affected France in
several hundred years. RMS' extensive research
on windstorms that have affected Europe over
the past 500 years has revealed historic events of
similar intensity to Lothar-most notably,
events in 1581 and 1800-however, no storm of

this intensity is known to have passed directly
over Paris, the region of highest insured expo-
sures in France," according to an RMS state-
ment.

Gerhard Berz, head of the geoscience research
department of Munich Reinsurance Co. in Mu-
nich, Germany, agreed that losses from the
storms across Europe could exceed those of
Daria. He also pointed out that "while it was too
late to impact renewal" rates, a continuing trend
of European windstorms will result in a harden-

See Storms on next page

Film policy
recision

sought
By CAROLYN ALDRED

LONDON-A group of insurers is fighting to
rescind policies that covered the financing of
five U.S.-produced movies in London's High
Court, in a case that is likely to be followed
closely by both the insurance and film financ-
ing industries.

Eight insurance companies-including Lex-
ington Insurance Co., a unit of American Inter-
national Group Inc., and HIH Casualty & Gen-
eral Insurance Ltd., a unit of Wintethur

Group-last month filed a lawsuit in London's
High Court against New York-based Chase
Manhattan Bank and London-based insurance

brokers Heath Insurance Broking Ltd. and
Heath North America & Special Risks Ltd.,
seeking to rescind film finance insurance poli-
cies the group underwrote.

In court documents, the insurers allege that
they were "induced to enter into" writing the
insurance policies, relying on "material misrep-
resentations and/or non-disclosures" by Heath.

The insurance policies covered loans made by
Chase to Los Angeles-based film producer
Phoenix Pictures Inc. to finance five films. The

See Film on page 35
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Storms
Continued from previous page
ing of the catastrophe reinsurance
market.

French reinsurer SCOR S.A. has es-

timated that the storms will result in
"overall insured costs almost certain-

ly in excess of 5 billion euros ($5.16
billion)" in Europe, with a net loss af-
ter taxes to the Paris-based group of
about 50 million euros ($51.6 million).

Using its own modeling techniques,
risk management operation EQE In-
ternational also estimated that in-

sured' losses from the storms will
reach 5 billion euros, with total eco-
nomic losses reaching 10 billion euros
($10.31 billion), according to a state-
ment issued from its Paris office.

EQE, based in London, is a unit of
Oakland, Calif.-based EQE Interna-
tional Inc.

'e

The losses from the 1999 winter

storms will not exceed the record Eu-

ropean losses of 10.2 billion euros
($10.52 billion) by a series of wind-
storms in 1990. However, the insured
losses in France will exceed the 1.5

billion euros ($1.55 billion) loss sus-
tained in France from the 1990

storms, and they "will, therefore, cer-
tainly become the new benchmark for
the French reinsurance market," ac-

cording to EQE.
The storms were unusual in that

high winds affected a huge area of the
continent, said Jean-Paul Conoscente,
EQE International's Paris-based Eu-

ropean regional manager.
Lothar's wind speeds measured

more than 130 mph in Brittany,
France, dropped to 105 mph in Paris
but peaked again at 150 mph just
hours later in the German Black For-

est area and in Zurich. Switzerland,

accordng to EQE.

irrE®NATO@rJAL

Martin caused extensive damage in
areas unaccustomed to high wind
speeds, with more than 90 mph gusts
in Piedmont, Italy, and Sicily. The
storm also caused damaging floods in
southwestern France and avalanches

in the Alps region in France, Switzer-
land, Italy and Austria.

A state of natural catastrophe-the
status that triggers the national Natu-
ral Catastrophe (CATNAT) reinsur-
ance pool that covers natural perils
but not wind damage-was declared
in 69 of France's 95 districts. As a re-

sult, wind-related losses will be cov-

ered by the traditional windstorrn
minsurance contracts, while flood and
avalanche losses in France will be

covered under the French CATNAT

pool system.
The CAINAT pool already had sus-

tained a loss of 500 million euros

($515.7 million) earlier this year, as a
result of flood losses in the Doubs re-

Trust is not being aftaid even if you're vulnerable.

Is there someone who understands how f,ightening a situation can be? Someone who

believes fear can be dismantled when we are armed with confidence? IS there an insuiance

gion of southern France, according to
EQE.

Meanwhile, the French Federation
of Insurance Cos., based in Paris, esti-
mates that the storms will cost French

insurers between 15 billion and 25 bil-

lion French francs ($2.36 billion and
$3.93 billion).

"Storm 'Lothar' howled throt.gh
Europe on 26 December, leaving a
wake of destruction across France,
Switzerland and southern Germany.
It was closely followed by a second
storm depression that hammered
southern France," according to Swiss
Re.

Violent gusts wreaked damage
upon numerous buildings-including
several historical monuments,

churches and gardens-and uprocted
hundred of thousands of trees.

"These falling trees were largely re-
sponsible for the storm-related fatali-
:ies and exacted an unusually high

company that is consistently rated superior by independent rating services - a company

with a 146 year history ofproviding strength in the face of uncertainty? Without Question.

Without Question. liliStpaul
Property and Liability Insurance

For more mfonnation contact your independent insurance agent or broker or visit www. stpaul.com.

death toll for a European storm
event," Swiss Re's statement noted.

The death toll in France was 83 as

of Jan 6., according to a statement is-
sued by London-based broker Willis
Group Ltd. Willis also reported that
300,000 homes in France remained
without telephone lines last week, and
that France Telecom had estimated

the cost of repairing its network at 1
billion francs ($157.3 million).

In addition, the French National
Fund for Historic Sites and Monu-

ments estimated that repair costs for
damaged cultural monuments could
be between 400 million and 500 mil-

lion francs ($62.9 million and $78.7
million), according to Willis.

According to press reports from
throughout Europe:

• Seventeen people died in Ger-
many, mainly in the Rhine state of
Baden-Wuerttemberg, and 1,000
homes in Bavaria were without pow-
el'.

• Thirteen people died in Switzer-
land, and thousands of homes, mainly
in the Bernese Oberland region, were
without electricity. The storm was
dubbed Switzerland's "storm of the

century."
• Five people were killed in Spain

in storm-related accidents on con-

struction sites.

• Several highways were closed in
Italy, and 7,000 passengers were
stranded at 1VIilan's Malpensa Airport.

• Several rivers flooded in Belgium.
The French state-owned power

company Electricite de France esti-
mates that it will cost 16 billion

French francs ($2.52 billion) to repair
power lines destroyed by the storm
and to improve its infrastructure to
make it more resistant to such events.

The storms cut power to 3.4 million
households, and nearly 200,000 were
still without power on Jan. 6, accord-
ing to EDF. EDF estimates that it will
take several weeks to return the net-

work to normal operation and many
months to restore its infrastructure.

More than 1,000 technicians and
engineers from all over Europe were
recruited by EDF to help restore elec-
trical service in France.

Although most of the 1.5 million
storm claims so far declared in France

are from homeowners, a large number
of commercial claims also have been

made, according to Dominique Billy,
manager for business development for
Aon France in Paris.

Mr. Billy noted that 1,000 of Aon's
4,000 commercial clients in France
have filed claims stemming from the
storm.

"We have seen a lot of commercial

claims. They are mainly small, but the
frequency is very high," he told Busi-
ness Insurance.

Claims mainly arose from damage
to buildings, although damage to in-
frastructure and power outages have
resulted in business interruption
claims, he said, noting that most com-
mercial policyholders carry this cov-
erage. He predicted that many insur-
ers will seek to recover their losses

from the state-owned utility, EDF.
According to EQE regional manag-

er Mr. Conoscente, commercial losses
included several construction losses,
including damage to buildings and
machinery caused by toppling cranes.

Agricultural losses from the storms
also will be high, particularly in Brit-
tany and other areas of western
France, which sustained considerable

damage to crops and greenhouses. In
addition, there will be losses in the

poultry and fish farming industries
due to power losses, said Mr.
Conoscente.

London-based loss adjuster
MeLarens Toplis, which sent addi-
tional French-speaking staff to its
Paris office from other European of-
fices following the storms, reports
claims from industrial units and retail

and commercial businesses, such as

sports and leisure centers. mil



Film
Continued from page 33

 insurance covered any shortfall be-
tween the costs of making and mar-

 keting a filmandits revenues.
The first claim on one of the policies

occurred this year, following the fail-
ureof 'The Mirror Has Two Faces," a
1996 romantic comedy that was di-
rected by and starred Barbra
Streisand, to make a profit at the box
office. On Dee 1,1999, Chase institut-
ed collection proceedings in the com-
mercial court in London against eight
insurers that had not paid the claim,
according to a statement by Chase.

Three of the insurers on the policy,
including one of the leading under-
writers, have paid their share of the
claim, said Randy Weston, a director
of Heath Insurance & Reinsurance

Management, a division of Health In-

Rail crash
Continued from page 33
train on a single line of track near
Asta, about 111 miles north of Oslo.
Seventeen deaths and 68 survivors

had been confirmed by NSB and JBV
as of last week. The two companies
said in a joint statement, however, '
that it was impossible to state with
certainty how many lives were lost, as
the exact number of passengers was
not known. The companies estimate
that there were between 96 and 100

passengers on the two trains.
One of the cars from the express

train was engulfed by flames after the
crash, which impeded rescue efforts.

The stretch of railway track where
the accident occurred, the Roros line,
is'one of the few lines in Norway that
does not have automatic circuit

breakers installed, a spokesman from
JBV said. Priority for the installation
of the safety system-which prevents
two trains from receiving green pass-
ing lights for the same single track be-
tween stations and which stops trains
from accidentally passing through
stoplights-had been given to lines
with heavier traffic, he said.

The Roros line was due to have the

system fully installed in June of this
year, the spokesman said. The rolling
stock of both trains had ATC equip-
ment installed, but because there was
no ATC equipment installed on the
tracks, the safety system was inopera-
tive, the spokesman explained.

Local press reports speculated that
the rail management center had tried
unsuccessfully to contact the.ddvers
of both trains by cellular phone to
warn them of the danger but was un-
able to locate the correct phone num-
bers. Media are also reporting that
train engineers have said they would
boycott the Roros line untilimproved
safety measures are implemented.

According to NSB and JBV, cellular
telephonei are the only method of
communication for trains underway
on the Roros line, as radios are not in-

stalled on the trains. The trains' engi-
neers communicate with the manage-
ment center via a dedicated closed-

circuit telephone system that is in-
stalled at all main signals.

A Jan. 5 statement by NSB said it
"is aware that reference has been

made. . .in the media about alleged
'confusion in the system' internally in
NSB concerning the use of mobile
telephone numbers. ...Whether or not
there has been a lack of clarity con-
cerning the use of mobile telephones
and the degree to which this may have
any bearing on the accident are
among the matters that will now be
investigated" by the accident commis-
sions of JBV and NSB.

In addition, the police and the gov-
ernment 1\dinistry of Communication
are each conducting investigations of
the accident. [a]

surance Broking. Mr. Weston said the
three insurers that have paid are XL
RE, Royal & SunAlliance and NRG,
and that their share of the claim

amounts to 60% of its value.

Meanwhile, claims also are likely to
arise from the remaining four films,
sources say. Those films are "Amy
Foster, " ,Apt Pupil, " ,The People vs.
Larry Flynt," and"U Turn."

"Insurers have investigated the
placement of these policies carefully,
and they have concluded that mis-
leading information was broked to
them and that important information
was not disclosed. In view of these se-

rious concerns, they have commenced
proceedings for a declaration," said a
lawyer from the London law firm of
Cameron McKenna, which is repre-
senting the litigating insurers.

The eight insurers are Lexington;
HIH; Sphere Drake Insurance Ltd.,
now part of Odyssey Re Group; AXA

INTERNATIONAL

Colonia Versicherung A.G.; Generali
Lloyd Versicherung AG.; Union-
America Insurance Co.; A/S Copen-
hagen Re; and Assitalia L'Assicu-
razioni d'Italia S.p.A.

A statement from Chase Manhattan

confirmed that the bank "has been

served with a complaint.. .seeking a
declaratory judgment voiding credit
enhancement insurance policies held
by Chase, as collateral for loans made
to finance the production of five the-
atrical feature films.

"The Chase Manhattan Bank has

not yet answered the complaint but
intends to do so and to oppose the re-
lief sought," the statement continues.

Health also "categorically denies
that insurers have any right to void
the insurance arranged for the
Phoenix facility," Mr. Weston said.

Meanwhile, the London proceed-
ings "are in addition to a proceeding
for declaratory relief bought against

the Chase Manhattan Bank by AXA
Reassurance S.A." in New York's

Supreme Court relating to another
film insurance deal, according to the
Chase statement.

The bank "believes that there is no

validity to any of the claims made by
the plaintiffs against (it) in either the
New York or the London actions. The

Chase Manhattan Bank intends to

contest both these proceedings and to
vigorously pursue its remedies with
regard to credit enhancement policies
that it holds in its motion picture loan
portfolio," said the bank's statement.

Since the Phoenix dealin the mid-

1990s, there has been a thriving mar-
ket in film finance insurance, with
Chase Manhattan being involved in
many of the deals. Recent losses and
the threat of litigation likely will af-
feet the availability of such coverage,
observers say.

"This may tighten up the (film ti-

nance) market significantly." said
Mitchell Lathrop, a partner with New
York-based law firm of Luce Forward

Hamilton & Scripps.
Any litigation involving insurers at-

tempting to rescind policies will be
observed closely by insurance and re-
insurance lawyers, said Mr. Lathrop.
The case "is of great interest, and we
are watching it," he said.

Rescinding a policy is very djfficult
for an insurer to do, Mr. Lathrop said.
The rules in the United States are very
stringent, he said, pointing out that, in
the United States, it is the insurer's re-
sponsibility to ask for material infor-
mation about the risk, rather than the
policyholder's responsibility to reveal
it without prompting.

But"in England, a sophisticated in-
sured has more duty to tellits insurers
everything. So, it may be easier in
England to void a policy," said Mr.
Lathrop. m
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Technology
Continued from page 2

could give the system additional re-
porting capabilities, Mr. Yiannas ex-
plained.

One of the challenges Disney faced
was developing a system that could
be used by inspectors in all of the
park's myriad forms of food service
facilities, ranging from outdoor carts
to full-service restaurants. "We had

been using a piece of paper that we
brought back to the central office" to
input data into the computer system,
said Mr. Yiannas. While Disney is us-
ing the technology at its Florida-
based food service operations, the
company is considering plans to ex-
pand it to all Disney facilities and
may adapt the system for other risk
management functions.

In-house programmers developed
software templates for each type of
food service facility so that inspee-
tors could easily check different fa-
cilities with the same unit. "We can

now go out, enter the information
once and generate a report before we
leave the restaurant," Mr. Yiannas
said.

That single entry eljminates the
chance that data could be incorrectly
copied from a paper report form into
the computer system, he pointed out.

Disney's system came to be known

as the CAFE system, for Creatively
Analyzing Foods and Environments.
After a six-month test, nine focd

safety inspectors routinely began us-
ing it last October.

The CAFE system takes the Tan-
gent product, knjwn as the Versid
System, beyond its original capabili-
ties. While the Versid System allows
the user to record temperature data
in the Palm Pilot, Disney program-
mers have written stware pro-
grams for the devices that allow in-
spectors to record information on
other conditions, including the clean-
liness of floors, whether -hey are kept
dry and the condition of storage fa-
cilities.

Disney programmers also were
able to write a program that pro-
duces a score for the facility at the
end of its evaluation. That achieve-

ment was a "significan. hurdle" that
software writers were able to over-

come, according to Mr. Yiannas.
Once Disney accumulates the in-

formation from .ts food inspections,

it can use the data for trending, he
said.

He explained, for example, that
"you can drill down to specifics re-
garding equipment," By checking
data over time and from different lo-

cations, "you will be able to trend
whether one piece of equipment is
better than another at cooking or re-
frigeration."

Disney alsc, uses the units to check
its food suppliers, he pointed out. In-
spectors make visits to vendors'
plants, and food shipped to Disney's
warehouse facilities is inspected with
the CAFE system.

"Their sys.em is pretty much cut-
ting-edge," said Mary Lynn Rogers,
marketing director at Tangent.
"They are adapting it to fit their
needs."

The hand-held system is
'a good way to protect
the public, and that's
always the main
concern,' says Bob Boik.

Ms. Rogers said the Versid product
for food service companies has been
on the market for about a year. The
company also produces a thermocou-
ple system that is used to measure
the temperature of racing car tires as
a way to determine when pit crews
should replace them during competi-
tion.

Mr. Yiannas said that, as news of

the CAFE system has spread, food
service companies and other organi-
zations have contacted him for infor-

mation and demonstrations.
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Risk managers for food service
companies also say the idea has mer-
it

Mr. Yiannas said Disney has given
demonstrations of the system to oth-
er companies. While he wouldn't
name those that have inquired about
the system, Mr. Yiannas said they
have included large food service
companies.

Jim Stenstrom, vp of risk manage-
ment at Lettuce Entertain You En-

terprises Inc. in Chicago, said the
combination of a thermocouple and a
hand-held computer is being talked
about in food safety circles and is a
technology his company may eventu-
ally embrace. Lettuce Entertain You
operates a variety of restaurants in
Chicago and other cities.

"The Palm platform is very user
friendly and can be programmed in
various ways," said Mr. Stenstrom. "I
would say it's very useful."

The system could "provide a good
check and balance," he emphasized,
"making sure all the processes are
followed."

"It's an interesting technology,"
agreed Bob Boik, risk manager at
Domino's Pizza Inc. in Ann Arbor,
Mich. "It's a good way to protect the
public, and that's always the main
concern."

Domino's relies on rigorous checks
of temperatures in ovens and refrig-
eration units to make sure food is

kept at the proper temperature, Mr.
Boik pointed out. While he said the
hand-held technology "sounds inter-
esting, whether it would be useful to
us" is something that hasn't been de-
termined.

Tangent and Disney say the system
soon will provide other capabilities.

Tangent is upgrading the product

by developing software that will re-
place paper documentation called
Hazard Analysis of Critical Control
Points, which some types of food ser-
vice companies are required by fed-
eral regulators to complete. Restau-
rants generally develop their  own
HACCP standards.

HACCP documentation for restau-

rants is a way of making sure the fa-
cility is safely preparing food all the
way through its preparation. For ex-
ample, part of the process is to check
temperatures as food is thawed,
cooked and ready to be served. Paper
forms are used to record the temper-
atures and can indicate variances

that could signal a potential prob-
lem.

"That's wave two," Mr. Yiannas
said of the further development of
the CAFE system to computerize
HACCP forms. "We want to use the

same technology for HACCP
records."

Ms. Rogers of Tangent said her
company also is working on software
that will allow users to do away with
their HACCP forms.

Mr. Yiannas acknowledged that
there is one potential drawback to
the technology-that operators can
become so enamored of the system
that they forget to properly interact
with restaurant operators.

"It's a valid concern," he said. "At
first, we had our noses glued to the

Palm Pilots and weren't doing much
talking."

Once that risk is recognized,
though, it can be addressed, Mr.
Yiannas said.

"I see hand-held technology be-
coming very prominent... not only
at Disney, but across the (food ser-
vice) industry," he said. lai

Benefit cap OK
under ADA: Court

By ROBERTO CENICEROS

SAN FRANCISCO-Employ-
ers and insurers can cap long-
term disability benefits for
"mental disabilities" while pro-
viding better coverage for
"physical disabilities," accord-
ing to the 9th U.S. Circuit Court
of Appeals.

Doing so does not violate the
Americans with Disabilities Act,
the court ruled in Wet/er us. 20th
Century For Film Corp. In fa-
voring employers and insurers,
the 9th Circuit's Jan. 3 ruling
agrees with decisions reached by
six other federal appeals courts
that have weighed similar cases,
said Gregory G. Katsas, a part-
ner at Jones, Day, Reavis &
Pogue in Washington.

Among those was a recent rul-
ing by the 2nd Circuit in a simi-
lar case (BI, Dec. 20, 1999).

Employers and insurers, how-
ever, may not be entirely out of
the woods on the issue, said Mr.
Katsas. He represents the Amer-
ican Council of Life Insurance

and the Health Insurance Assn.

of America. The organizations
filed amicus briefs in the Weyer
case.

There are still five federal ap-
pellate courts that have not con-
sidered the issue or ruled on the

matter, and the Clinton admin-
istration, through the Depart-
ment of Justice and the Equal
Employment Opportunity Com-
mission, has supported employ-
ees in their lawsuits, Mr. Katsas
5aid. It is also possible that fed-
eral authorities would support a
plaintiff employee should a case
reach the Supreme Court, he
added.

The remaining appellate
courts that have not ruled on the

matter eventually could cite the
other court decisions as prece-
dent and rule in favor of em-

ployers and insurers, Mr. Katsas
said. But he said he thinks fed-

eral officials will likely continue
to fight.

In the 9th Circuit case, Wash-

ington state resident Helen Wey-
er sued her employer, 20th Cen-
tury Fox Film Corp, and
UNUM Life Insurance Co. of
America. She was unable to con-

tinue working in 1994 due to se-
vere depression, according to
court documents.

According to court records,
under the LTD policy provided
by Fox, individuals who were
disabled because of mental ill-

ness, alcoholism or drug abuse
could get benefits for only two
years; individuals with physical
disabilities were not subject to
the same limitation and could

receive benefits until age 65.
Ms. Weyer filed a lawsuit

claiming discrimination. The
suit was dismissed by a federal
court in Washington. The EEOC
supported her appeal by filing
an amicus brief.

The 9th Circuit in San Fran-
cisco found that Fox did not dis-

criminate under the ADA, be-

cause its insurance offerings ap-
plied equally to all employees.

The court said UNUM's deci-

sion to distinguish between
mental and physical illnesses is
protected by an ADA safe har-
bor provision for insurers.

Weyer us. 20th Century Fox
Film Corp, 9th U.S. Circuit
Court of Appeals, No. 98-35215.



Recall of 66Star" Brand

D-1, RD-1, RE-1, E-1,
and ME-1 Dry-Type"
Fire Sprinklers
manufactured from

1961 to 1976

In cooperation with the U.S.
Consumer Product Safety
Commission (CPSC), Mealane
Corp. of Philadelphia, PA, is
voluntarily recalling "Star" brand
fire sprinklers manufactured from
1961 through 1976. These
sprinklers could likely fail in a fire,
exposing the public to bodily injury
or death. These sprinklers have
been primarily installed in nursing
homes and hospitals. They may
also be found in schools, loading
docks, warehouses and cold

storage areas in supermarkets
nationwide. The Star sprinklers
being recalled are "dry-type"
models D-1, RD-1, RE-1, E-1,
and ME-1. The name "Star"

appears on the sprinkler, along
with the model number and date

of manufacture. With "dry-type"
sprinklers, portions of the pipe do
not have water in them until the

sprinkler activates.

Mealane Corporation is urging
consumers and property
owners to determine whether

their facilities contain any Star
D-1, RD-1, RE-1, E-1, and ME-1
sprinkler models made from
1961 to 1976 and to call the

Star Sprinkler Recall Hotline at
1-800-866-7807 or visit the

special web site, www. star-
recall.com, for more
information.
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PENDENT AND UPRIGHT

Date:

Location of

2 digit year

Date
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This shape may vary
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Location of model

number. Opposite side
will say STAR.

VERTICAL SIDEWALL

Location of model

number. Opposite side
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Date

\r-' -0

HORIZONTAL SIDEWALL

There are four styles of sprinklers:
• Pendent

• Upright
• Vertical Sidewall

• Horizontal Sidewall

The following model numbers may
appear on any recalled sprinkler style:

D-1

RD-1

RE-1

E-1

ME-1
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FTRFORTHERECORD
Louisiana comp costs down Aon renames Chicago landmark bers' salary .nformation annually

CAMBRIDGE, Mass -Louisiana's workers compensation sys- CHICAGO--Aon Corp, which earher this year announced Information in brief
tem is lowenng costs and paying workers more quickly, but it is plans to relocate its headquarters to the landmark Chicago
mlsslng opportlmlties to prevent disputes or resolve them skyscraper that formerly housed Amoco Summit Bancorp, a remonal bank based m Pnnceton, NJ,re-promptly, a new study reports

In its recently released "Workers' Compensation m Louisiana the Aon Center· Sharkey Financial Group Inc. m a tax-free exchange of stock
Administrative Inventory," the Cambndge-based Workers Com- AON Corp, has officially renamed the structure cently signed a definitive agreement to acquire broker Meeker

The renaming took place during Chicago's Terms of the deal were not disclosed Meeker Sharkey President
pensation Research Institute reports that nullennium festnvities Dec 31 and CEO Thomas Sharkey Jr wd become CEO of Summit's m-
Louisiana's medical and indemnity costs per "We are extremely proud to associate the Aon brand with a surance unit Healtheon/WebMD Corp and HNC Software
worker fell 22 3% to $273 in 1998 from $351 in Chicago landmark," Patrick G Ryan, Aon's chairman and chief Inc have teamed to create an Internet-based medical claims pro-
1992 executive officer, said m a statement "Renaming this property cessing system for the workers compensation and auto msurance

The study, authored by Duncan S Ballantyne, the Aon Center is particularly approprtate dunng the nullennium Industry The system, which is expected to reduce processmg
says that, when adjusted for inflation, costs per celebration, as it symbolizes our company's worldwide growth costs greatly, w111 be available thts summer Pleasanton, Calif-
worker fe1165% per year from 1992 to 1998 and our commitment to our Chicago roots " based consulting firm Clayton Group Services is bringing all its

Lomana s ahead of most other states with re- The building, completed m 1973 and onginally known as the vanously named operations under the Clayton Group Services
gard to promptness of lc,st-wage payments to in- Standard 011 Building, is the second-tallest building in Chicago, Inc. banner The units were formerly known as Clayton Environ-
Jured workers, the WCRI reports In 1996 and at 1,136 feet At the time of its ongmal construction, it was the mental Consultants, Clayton Laboratory Services and Clayton

1997, the most recent years for which data were available, em- lagest marble-dad building m the world Management Consultants The California Commission on
ployers and msurers made an initial payment within 14 days of Amoco Corp sold the building after its 1998 acquisition by Health and Safety and Workers' Compensation announced last
the date of injury on at least 74% of claims for lost wages The Bntish Petroleum Co PLC Aon is subleasing 500,000 square month the election of labor leader Tom Rankin as its chair for
percentage is higher if disputed claims are excluded, according to feet of space m the building-making it the lead tenant-and 2000 The commission ls charged with recommending adminis-
the report completing the lease ofBP Amoco PLC, which expires in 2013 trative and legislative changes to improve the operation of the

But, the state is not doing much to prevent disputes, resolve state's workers compensation system Mr Rankin is president of
them quickly or avoid attorney mvolvement, the study found NAIC announces highest-paid staff the Callfornia Labor Federation in Sacramento New York-

Worker representatives say the state Office of Workers' Com- based W11lls Faber North Amenca Inc, a umt of Wlills Group
pensabon Administration "does httle to provide information and KANSAS CITY, Mo -Annuallzed salanes for the flve bghest- Ltd, has changed its name to Willis Re Inc, Willis Faber's hfe, ac-
help to mlured workers," the report notes Representatives"com- paid staff members of the National Assn of Insurance Commis- cident and health relnsurance brokerage subsidiary, Reinsurance
plam that education is sparse, information services are ineffec- sioners ranged from $147,885 to $230,000 m 1999 Alternatives, w11 contanue as a separate chvision of Wnhs Re
tive, and dispute resolution specialists are more like court clerks Catherme J Weatherford, the Kansas City, Mo -based execu-
than ombudsmen in other states As a result, they say, most tive vp of the NAIC was paid $230,000 for serving as the organi- Comings & Goings: Industry
workers navigate the system with an attorney " zation's chief executive officer last

Dan Boudreaux, assistant secretary/director of the Office of
Workers' Compensation Administration, said the agency's new NAIC year Her salary was Increased last Jeffrey L. Radke has joined PXRE Group Ltd as executive vp

year following a market salary study of the Hamilton, Bermuda-based remsurer Mr Radke, who pre-
hearing rules, implemented last October, are expected to speed that Indicated the compensation for viously was president of Select Reinsurance Ltd m Bennuda, is
up dispute resolution The changes mclude allowing mediation the pomtion was"substantially below the son of PXRE Chainnan, President and CEO Gerald L Rad-
near the end of a tnal and by telephone, if all parties agree, he market," the NAIC said m a statement ke Urban E Ikimkuhler Jr. has been named president of Am-
said

Chns Evangel, the newly hired dinctor of the New York-based Re Consultants Inc m Pnnceton, N J He succeeds Richad T. De-
Movmg through the claims system has been made easier be- Secunties Valuation Office, was paid $225,000 last year laney, who retired last month New York-based Marsh Inc has

cause the administration has made forms available on its Web Dawd Wetmore, director of federal and mtemational relattons named Ellen Clarke chief information officer She previously was
site, Mr Boudreaux said "That has decreased the number of m the Washmgton, DC, office, was paid $168,501 with Ernst & Young LLP Bloomfield, Conn -based CIGNA
phone calls and mcreased availability of the forms" needed by m- Kansas City, Mo -based employees Caroline Scott, general HealthCare has appointed Eric Elliott, president of Tel-Drug Inc ,
surers, ad]usters, employers, workers and others, he emphasized counsel, and Mark Peavy, a 1rfe and health actuary, were paid CIGNA's mall-order and Internet drug distribution company,

Copies of the report are available for $35 fromthe WCRI at 955 $150,520 and $147,885, respectively and the CIGNA HealthCare Pharmacy Sennce Organization He
Massachusetts Ave, Cambndge, Mass 02139, 617-661-9274 NAIC members decided in 1994 to release top staff mem- comes to CIGNA from Rite Aid Corp

Harvard excellent reputation for the quali- Under terms of the proposed
ty of its care Among other honors, bond issue, which has now been
it ranked No 4 among health put on hold, Harvard Pilgrim

Contznued from page 1 plans in quality in a Newsweek would have sold eight of its facili-
"It's one big mess of uncertain- survey last year ties to a state-created entity,

ty," said Arun Kumar, director at In an Oct 29 letter to employers, which would then have leased the
rating agency Standard & Poor's written in response to a local news facilities back to the HMO
Corp m New York article, Harvard Pilgrim president '4We did uncover some informa-

For now, under terms of the re- and CEO Charles D Baker said tion that indicated that we had a
1ceivership, employees are guaran- "The organization clearly has suf- higher (incurred-but-not-reported

teed continued coverage, and with ficient resources to meet all of its losses) for 1998 and a higher level
many employers' open enrollment financial obligations Today, this of medical losses for '99 than we
period just ended as of Jan 1 there includes more than $280 million in had projected," said a company
is no indication of a widespread cash and securities spokesrnan
move by employers to seek other There have been signs, however, Harvard Pilgrim notified the
coverage before the next open en- of impending problems Standard Massachusetts Division of Insur-
rollment period & Poor's had downgraded Har- ance of the problem On Tuesday,

"Clearly, we're very concerned vard Pilgrim several times last state Attorney General Thomas
about it, but for now we are mon- year, most recently to a single B Reilly and Insurance Commission-
itoring the situation," said Boon from a BB- er Linda Ruthardt petitioned the
001, who heads compensation and And last year, the company said state's Supreme Judicial Court to
benefits planning at Boston-based appoint Ms Ruthardt as tempo-
State Street Corp rary receiver

"We are trying to make sure our Ms Ruthardt now has 30 days to f %Competitive pressuresemployees are fully informed as to work with consultants, the Mas-
what's going on, and obviously in Massachusetts have sachusetts Division of Insurance's
we're trying to tell our people not been cited as a major staff and Harvard Pilgrim to de-
to panic," said Mr 001, who velop a rehabilitation plan for the . .1 *S
added the company is looking at factor in Harvard organization, though an extension . E

alternatives and making contin- Pilgrim's problems. may be requested, said an Insur-
gency plans ance Division spokesman

Under provisions of an HMO re- The competitive environment in . 1

ceivership legislation signed into Massachusetts has been cited as a

law in November, if the HMO is it was withdrawing from its mon- major factor in the HMO's prob-
ultimately liquidated, employees ey-losing Rhode Island operation lems
and employers would be protected The Rhode Island Department of The accounting problems were
from creditors, and employees Business Regulation placed the only "the straw that broke the
could find coverage at other company's affiliate in that state camel's back," said Richard Shaw,
HMOs without penalty for pre-ex- into rehabilitation in October an analyst with Oldwick, N J
isting conditions Although most of its business is based A M Best Co

Harvard Pilgrim's aggressive in Massachusetts, the company Although Harvard Pilgrim was
marketing in a hotly competitive also has operations in Maine and not necessarily always the lowest- r

market is being cited as a major New Hampshire priced competitor, its problem Delome*
factor behind its current prob- Harvard Pilgrim last week re- arose when lt offered guaranteed the answer is Touchelenns ported the discovery of accounting two- and three-year contracts

Another factor are ongoing inte- errors just as it was preparing for with rate increases ranging from
gration obstacles, including com- a $147 million state bond offering zero to about 4%, according to
puter problems, stemming from approved by the Massachusetts market reports As a leading provider of actuarial and insurance consulting services, we are
the merger five years ago between Health & Education Facilities that broadening the application of our discipline. For more information, please call our"If you lose on every sale you
Harvard Community Health Plan would have improved its financial can't make up for it on volume" Actuarial & Insurance Consulting Group at 1.888.361.9960. The Actuarial &

Insurance Consulting Group,s a member of Human Capital Advisory Services.and Pilgrim Health Care that cre- situation As a result of the dis- said Dr David B. Friend, vp and
ated Harvard Pilgrim covery, its projected 1999 loss bal- managing director with Watson www.us. deloatte com

©2000 Deloitte &Touche LIP Deloitte & Touche refers to Deloitte & Touche LLPand related entities. iHarvard Pilgrim, which has looned to $177 million from a loss Wyatt Worldwide in its Wellesley
about a 30% share of the Mas- of $100 million previously expect- Hills, Mass, office ''They grew
sachusetts HMO market, has an ed for 1999 See Harvard on vert page
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Harvard
Continued from previous page
and, obviously, couldn't manage
their growth. They lost control of
their busiress."

Douglas L. Meyer, an analyst
with Duff & Phelps Credit Rating
Agency in 'Chicago, agreed. "It ap-
pears they just lost their focus, lost
control of their costs and signifi-
cantly mispriced the product.
When you do that, you get in trou-
ble," he said.

Dolores Mitchell, executive di-
rector of tne Massachusetts Group
Insurance Commission, which pro-
vides insurance coverage for state
employees, said: "My understand-
ing is, in the narrow, technical ac-
counting sense, they simply have
inadequate reporting systems and
an overly complex one, so they
were unaware of the extent of their

obligations."
Ms. Mitchell, who also is presi-

dent of the Massachusetts Health

Care Punhasers Group, an em-
ployer coalition, said Harvard Pil-
grim's prcblems also stem from the
merger that created it.

The organization grew too much,
too fast, before it had its own
house in c rder following the merg-
er between Harvard, which fol-
lowed a staff model, and Puritan,
which w: s an independent prac-
tice assoc.ation, she said.

"Small may not be beautiful, but
too big may be ugly, and that is
what this has turned out to be, I
think," said Ms. Mitchell.

Ed Maguire, a broker with Cam-
bridge-based Sapers & Wallack,
said, "They had doctors who
would have two or three different

types of contracts with them, and
it seems hey got themselves a lot
of problems with very poor man-
agement information systems.
They didn't know what they didn't
know."

This is not the first time an HMO

has run into problems with com-
puter systems following a merger,
said Michael Barry, an analyst
with the rating agency Fitch IBCA
in New York. "You would think, at
this poin: in the game, if there was
a merger between two managed
care companies, that a lesson
would have been learned already,"
he said.
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HMOs targeted by regulatory action
HMO Year Enrollees Outcome

Harvard Pilgrim
Health Care 2000 1.3 million In receivership

Health Insurance Plan

of New Jersey. 1998 194,000 Dissolved

Maxicare Health
Plans Inc. 1989 1 million Emerged from Chapter 11

A Harvard Pilgrim spokesman
said he is optimistic that the HMO
will be successfully rehabilitated.

"We feel that the outlook for

2000 is a good one, because we
have a turnaround plan in place.
We have accomplished a lot in the
last six months to create a strong
foundation for 2000, but, unfortu-

nately, we learned earlier this
week that we were in a mi-ch-

deeper hole for 1999 than we
thought we were," he said.

'It appears they lost
control of their costs and

significantly mispriced -he
product,' says Douglas L.
Meyer of Duff & Phelps.

The spokesman would not dis-
cuss how Harvard Pilgrim is likely
to get additional capital witt. the
bond deal on hold. "Since it's Day
2 of the receivership, I think it's
premature to answer that gues-
tion," he said.

Unlike Oxford Health Plans.

which faced comparable problems.
Harvard Pilgrim is not publicly
held, and so it does not have ready
access to capital, said Mr. Shaw of
A.M. Best.

"It's a little more difficult" than

it was for Oxford, given its non-
profit status, agreed Duff &
Phelps' Mr. Meyer. "It's nct as
clean a solution," he said.

"I don't know if it's the end, bus
I think they're going to have an
awful lot of work to do," said Dr.

Friend of Watson Wyatt.
One possible developmen: for

Harvard Pilgrim is acquisiticn by
another company.

A potential acquirer is Boston-
based Blue Cross & Blue Shi€ld of

Massachusetts. "They could han-
dle this type of mass enrollment,"
said Best's Mr. Shaw. A Blue Cross

spokeswoman had no comment.
Ano.her possibility is liquida-

tion.

Fitch's Mr. Barry pointed to the
liquidation of the Health Insur-
ance Plan of New Jersey, an HMO
that was taken over by state regu-
lators in November (BI, Nc,v. 2.
1999).

If a strong suitor for Harvard
Pilgrim cannot be found, "they you
could look for a similar situation

to what we saw here in HIP, and
there would be a slow but orderly"

401(k)
Continued from page 2
ployees contribute, which more em-
ployers now realize, the PSCA says.

"Companies are just beginning to
learn about the legislative ckange.
Over the next few years, it is likely
that rn.ore companies will
shorten their waiting per.ods."
PSCA President David Wray said
in a statement.

The legislative change, though,
may not be the only reason more
employers are opening up their
401(k) plans to new employees. A
tight labor market and the resul-
tant need to attract employees also

withdrawal of the business, with
policyholders able to choose other
health care providers over some
period of time, said Mr. Barry.

The ultimate impact on employ-
ers is not known, "but, clearly, the
picture is not positive," said Mr.
Kumar of S&P. It is unknown, for
instance, what kind of rate in-

creases will be put through in con-
junction with Massachusetts' re-
ceivership or what kind of benefit
design changes may be introduced,
he said.

The most popular open enroll-
ment period of the year has just
ended, leaving many employers
with Harvard Pilgrim as their
HMO.

"I think a lot will happen before
next January, and each employer
will have to make its own deci-

sion" about which HMO to use,
based on what Harvard Pilgrim, as
well as its competitors, are charg-
ing, said John Cotton, a senior vp
in The Segal Co.'s Boston office.

When open enrollment periods
come round again, "Harvard, I
think, is going to have a pretty
hard time selling increases, be-
cause the inclination will be to

leave anyway," and employees
may "vote with their feet," said
Mr. Maguire of Sapers & Wallack.

Employers and employees may
find help through the HMO re-
ceivership law. The legislation,
which was signed into law by Gov.
Paul Cellucci in November, pro-
vides that an HMO that is in dan-

ger of insolvency can be put into
receivership.

Prior to its enactment, a compa-
ny would have had to go into fed-
eral bankruptcy court and its
members, doctors, hospitals and
providers would not necessarily be
considered ahead of other credi-

tors, said a spokesman for the In-
surance Division.

The law also provides that, if an
HMO is liquidated, its members
could migrate to other available
plans in the state and could not be
discriminated against for pre-ex-
isting conditions, he said. "It basi-
cally allows for a seamless transi-
tion for continuance of coverage,"
the division spokesman said.

Ms. Mitchell said, however, that
she remains "hopeful that they
will be able to get themselves out
of this hole, and get back to run-
ning the health plan in the black
mode instead of the red mode, and

that we can get back to arguing
about rates and new programs and
more positive things." ll

is contributing to faster eligibility,
Mr. Wray said.

According to the survey, 40.4% of
401(k) plans allow employees to
participate in the plans within
three months of being hired, 17.1%
allow participation after more than
three months but less than one year
of being hired, and 42.5% require
at least one year of service.

.

Free copies of the "401(k) and
Profit Sharing Plan Eligibility
Survey" are available from the
Profit Sharing/401(k) Council of
America at 312-441-8550. Copies
also can be downloaded from the
PSCA's World Wide Web site,

wwW.psca.Org.



Commentary - CIGNA cess-of-loss reinsurance respond- action shielded INA from their
ed, the officials said claims and that the deal made pol-

Home is where you CIGNA officials claimed the op- leyholders Ineligible for guaranty
Continued frompage l ponents had ulterior motives for fund protection iff Century Indem-

In moving most of its property/ opposing the restructuring They nity failed, because it had not is-

hang your haz mat casualty operation's liabilities to a said the policyholders were dis- sued their policies
separately capitalized runoff unit, gruntled because they were mired The letters were signed by Ger-
CIGNA did not obtain pohcyhold- in coverage disputes with CIGNA ald A Isom, who then was the

Many people got quite a scare last week, as an overlooked m- er approval CIGNA officials at The officials characterized the in- president of the CIGNA Property
that time said such approval was surers as rivals bent on derailing a & Casualty division Mr Isom,

terpretation of federal safety law gamed publlcity and sparked unnecessary, because the policies plan that would strengthen a com- now a director at Dallas-based in-
fears of federal mspectors from the Occupational Safety and were moved as part of a corporate petitor termediary E W Blanch Holdings
Health Administration tralpmng through the dens, basements merger, not a transfer The plan succeeded Immediate- Inc, did not return calls
and bedrooms of the nation's home workers Overturning a lower court's de- ly after CIGNA announced the re- AIG asks the court to order the

That specter was bad enough, but then came the reallzation cision, the Pennsylvania Supreme structunng, A M Best Co of Old- defendants to take all reasonably

that a favonte tool of safety regulators is the surpnse inspechon Court last July upheld the CIGNA wick, NJ, raised INA's financial necessary steps to restore the Cal-
This realization no doubt forced mlllions of home workers to con- restructuring (BI, July 26, 1999) strength rating to an A- from a ifornia policyholders' guaranty

front-perhaps for the flrst time-the terr:*ing prospect of actu- Opponents of the restructurmg B+ CIGNA officials said at the fund protection

ally havmg to wear more than undergarments while worlang
had raised the novation issue and time that the lower rating imper- A separate motion in the law-
other arguments in the courts But iled INA, because the rating suit, if approved by the court, also

from home, or else nsk a humihatmg visit from representatives of both courts ultimately limited the would not attract quality risks could spark a directors and offi-
Uncle Sam's Safety Patrol scope of their reviews to whether Best raised INA's rating to A cers claim against CIGNA by

When people talk about the fleability of telecommutmg ar- Pennsylvania regulators had con- last summer shortly after INA's company shareholders, according
rangements, this is what they really mean (that and quick access ducted appropriate public hear- sale to ACE was completed At the to an insurer D&0 attorney In
to daybme television) If all that's m jeopardy from surpnse m- ings on the transaction same time, Best reaffirmed that motion, AIG asks the court to

spections, folks might as well put on a tie and go to the office In the transaction, Philadel- Brandywine's B+ rating-the "se- order the defendants to Inform

In addihon to donmng clothmg m order to appear to be work- phia-based CIGNA took advan- cure" rating that the runoff facili- those who purchased CIGNA

ing productively in a respectable environment, folks became tage of Pennsylvania's unique cor- ty has carried since its inception stock after INA's reorganization
porate division law and split its in 1996 "that INA remains liable under

aware they might also have to scrub the mildew out of the show-
P/C operation in each and every

er, pick up those dirty clothes on the floor and wash the dishes two
from yesterday's breakfast that are stll lying m the sink So much One piece re- lt"

for fleabilityl tained the opera- The novation precedent set by INA's AIG's Mr Pa-

Before the hystena could get out of hand, however, the Clmton tion's ongoing restructuring 'is not good for the insurance
trikis said the

administration thankfully withdrew the mterpretation, admitbng profitable busi- intent of the

it was m need of more consideration and m- ness and the op- industry,' says AIG Senior Vp and General rnotion is to

put Far be it from me, though, to stop flog- eration's name, give sharehold-

gng a dead horse Insurance Co of Counsel Ernest Patrikis. ers information

North America "they didn't re-Imagme, if you wdl, what a posmble
The other piece ceive" before

OSHA mspectton of my home ofhce might assumed sole re- buying CIGNA
look hke.

sponsibility for most of INA's pre- In the lawsuit, AIG alleges that stock He said the motion was not
REPORTOFREGIONS 1996 liabilities, including its long- INA's higher rating may have al- intended to spark a shareholder

OSHA INSPECTORS F. MULDER tail asbestos and environmental lowed the restructured INA "to D&O action agamst CIGNA

and D. SCULLY OF WORKSFIE 734-F. liabilities CIGNA then merged obtain new business to which it Such a ruling by the California
that piece into an existing licensed would not have otherwise had ac- court "certainly" would create a

A reutew of workplace enutionment 734-F unit, Century Indemnity Co cess because of its relative finan- risk of a shareholder lawsuit,
uncovered a senes Of alleged wziUW and sen- In addition to its capitalization cial instability " however, said insurer D&0 attor-

. ous violatzons of Occupational Safety and additions and boosted reserves, According to figures from ACE ney Dan A Bailey, a partner with

Health Admimstratzon standards, resultmg the facility was covered by $800 USA, INA's direct written premi- Arter & Hadden of Columbus,

m proposedfmes Of$66,666, unless contested or corrected wzthm million of excess-of-loss reinsur- ums in California grew 65%, Ohio

30 days ofthts report ance written by INA If losses while its total U S premiums In addition, such a ruling would
were to blow through that cover- shrank 25 1 % from 1996 through arm CIGNA shareholders in a
age, however, INA would not be 1998 D&0 lawsuit with a judicial find-

The alleged wdlful violatzons for which the workstte was czted obliged to cover them, according Dan Ryan, a managing semor fi- ing on some issues, which means
mctude to various documents and CIGNA nancial analyst in Best's proper- CIGNA could not defend itself on

officials at that time ty/casualty division, said the re- those issues in the D&0 action,
• Electncal overload hazards Uszng a vanety ofgrounded and ACE Ltd purchased both INA structuring eliminated "a lot of Mr Bailey said

ungrounded extenszon cords and adapters, no fewer than 12 elec- and the runoff operation, Brandy- distraction" for INA's manage- The "irony" of such a D&0

tncal devzces, mcluding computer, momtor, pnnter, co#ee wine Holdings, in a $3 5 billion ment With INA's pre-1996 habil- claim, though, would be that

warmer, Nzntendo and such, are plugged mto a smgle wall outlet deal that closed in late July 1999 ities under separate management CIGNA's "alleged misconduct, in

m work enmronment Before the deal closed, Brandy- at the runoff operation, INA man- many respects, benefited the com-

Wztnessed an underage indwidual, presumably a colleague,
wine purchased $2 5 billion of ad- agement became more focused on pany So who's to complain?" Mr
ditional reinsurance from Berk- day-to-day operations That al- Bailey observed

chastng a domestzc anzmat under the work desk m dangerous shire Hathaway Inc unit National lowed INA to take advantage of CIGNA's stock price began ris-
prommity to the electncal hazard Note to refer case to DOL for

1
Indemnity Co at a cost of $125 ltS core competencies of servicing Ing significantly shortly after the

mvest:gatzon of chzld labor law vulattons billion ACE is not a defendant in Fortune 1,000 accounts and the company announced the restruc-
the Califorma action specialty commercial lines mar- turing In late September 1995,

• Are safety hazards Determined that battenes in workplace AIG asks the California court to ket-two segments where INA is just before investors became

smoke detectzon deutces had depleted or near-depleted charges, declare CIGNA's transaction in- in direct competition with AIG, he aware of the restructuring,

mdicating that battenes had not been refreshed in accordance valid and that INA remains said CIGNA's stock was trading at

with regulatzon 9V-24/7 12. obliged to fully cover the Califor- AIG asserts that if INA assumes $99 75 Taking into account
nia policyholder liabilities that its pre-1996 liabilities, it should CIGNA's three-for-one stock split
CIGNA moved to the runoff facil- carry the B+ rating it had before it last May, the stock was trading at

• Azrborne pathogen hazards Underage colleagues sneezing and ity AIG also asks the court to or- restructured $228 66 at year-end 1998-Just
coughing m the workplace wtthout use of respiratory masks One der the defendants to publish in Best will monitor developments before CIGNA announced INA's
exhzbzted a runny nose, make note to contact CDC Ducarded as- California newspapers and on the with the litigation, but any specu- sale
sues wzth potentzatly infecttous matenal dtscovered on floor Internet notices of INA's policy- lation about how an AIG victory Stock analysts said the restruc-
rather than stored m properly sealed and marked bzohazard dts- holder obligations may impact INA's rating would be turing was only a minor factor in

posal umt Hand washing signage and tratning not m evidence "This is a matter of principle," premature, Mr Ryan said the surge of CIGNA's stock price
Vzral nsk extreme stressed Ernest Patrikis, senior vp He noted, though, that an AIG CIGNA's stock has been strong for

and general counsel for AIG in victory may trigger "a domino ef- the past decade, they said
New York He noted several times feet" of lawsuits by policyholders Mr Patrikis said he hopes thatAlleged senous vlotatzons mclude
that AIG is not seeking any mone- in other states other opponents of the restructur-
tary compensation At least one of several policy- ing join in the litigation

•Workplace contatns numerous small plastlc fzgures Of nude The novation precedent set by holder attorneys involved m the Last week, only one, Chubb
women and men with the words "Mattet Inc " stamped on them. INA's restructuring "is not good Pennsylvania litigation would be Corp, expressed enthusiasm over
Not onty does thts present apotenttally hosttle workptace envt- for the insurance industry," Mr ready for another battle with INA AIG's action Chubb is "actively
ronment but also poses a slip-and-falt hazard, as the stairs and Patrikis said over the restructuring considering" loining the suit, a
*073 are littered w:th these AIG was among several compet- "If policyholders (in other spokeswoman said

ing insurers and CIGNA policy- states) came to me, I'd be happy to A spokeswoman for another op-

• Beer and tzquor available in unlocked cabmets and refngera- holders that opposed the restruc- make a claim and handle it," said ponent of the restructuring, Royal
turing Besides the novation and' Lawrence T Hoyle Jr, who repre- & SunAlliance USA, said the in-tzon devzces a short walk *orn oBce envtronment, rames posszbdz-

ty of works:te substance abuse. public hearing issues, CIGNA's sented several CIGNA policyhold- surer likely would not participate
opponents argued that they had ers and rival insurers in the Penn- The St Paul Cos Inc and Fire-

no way to verify Independently sylvania litigation Mr Hoyle is a man's Fund Insurance Co, the
• Potentzat indoor air pollutzon hazard, as domestzc animal whether the runoff facility was partner with Hoyle, Morns & Kerr other two insurers that opposed

refuse box placed m nearpronmity to oBce envtronment adequately capitalized in Philadelphia INA's restructuring, as of last
CIGNA officials maintained AIG also alleges in the lawsuit week had not decided whether

Thank goodness I have some time to clean up my act that as a result of the restructur- that CIGNA and INA misled and they would min AIG's lawsuit
ing, INA's liabilities were fully deceived California policyholders Representatives for CIGNA

Editor Paut D Winston's commentary appears fortmghtly. He funded three times over Even in a in notices announcing the restruc- ACE and California and Pennsyl-

can be reached at home or m the ofice vta pwmston@cram. com. worst-case scenario, all liabilities turing AIG charges that the no- vania insurance regulators would
would be covered after INA's ex- tices did not state that the trans- not comment on the lawsuit Eli
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OSHA
care with Watson Wyatt Worlcwide cies should be for America's workers Updates

1

in Stamford, Conn "This is such '705 To begin this dialogue, I w111 host a
thinlang-it seems like it comes out of meeting of national business and la- French storms may prompt M&A
a time machine" bor leaders and other interested par-

Continued frompage l Last Wednesday afternoon, Labor ties m the nearfuture' LONDON-Some small insurers in France are hkely to become |
telecommutlng workers' homes to as- Secretary Alexis Herman issued a Employers welcomed the with- takeover targets following recent catastrophe losses there, a catastrophe
sure that OSHA safety standards wntten statement saying that, while drawal of the letter but made clear modelmg expert says
meant for traditional workplaees had the employer that had wntten to that the whole affair had done noth- More than 80% of French msurers wall have blown through thelr rem-
been met Lawmakers, responding to OSHA "has received the guidance he ing to enhance OSHA in their eyes surance protection once all the losses from storms Lothar and Martin are
constituents' complaints, threatened needs, the letter has caused wide- "Once again, the Department of La- finally tallied, according to Robert Muir-Wood, technical director for Risk
to block implementation of any home spread confusion and unintended bor has allowed OSHA to overreach Management Solutions in London

workplace safety rules consequences for others Therefore, its mtended purposes and hold em- RMS prechcts that the total insured losses from December's windstorms
"I find that even the idea of what OSHA is withdrawmg the letter to- ployers responsible for enforcing in Europe will exceed $6 bilhon, while losses m France alone will exceed

they are proposing falls the rule of day" OSHA rules inside employee homes $2 6 billion (see story, page 33)

reason on so many grounds it's hard to Secretary Herman continued, "Yes- Ms Herman should convene a confer- The storms were 1-in-400-year events, and most rnsurers do not buy
stay calm," said Helen Darhng, senior terday, I called for a national dialogue ence with (OSHA Administrator remsurance to cover fully such extreme losses, Mr Muir-Wood said
consultant-group benefits and health to determine what the rules and poll- See OSHA on nertpage "Smaller companies wnll be financially challenged by the losses, and that

could mean that they wall get taken over," he said
The French government also is pressunng Insurers to pay claims

Y2K its property and business, Mr Heintz "claims that have been Med with in- promptly, he said
said surers and that the poheyholders

"If you can prove you were redue- haven't gotten their denials yet" Humana sells workers comp unit
Continued from page 1 ing the potential for an otherwise m- In fact, Mr Hemtz said that, while

The fact that no breakdowns oc- surable loss, lt could be a viable he has only one such claim m htiga- LOUISVILLE, Ky -Humana Inc is selling PCA Property & Casualty 
curred, however, "makes these cases claim," agreed Suzanne Douglass, tion, he has several others on his desk Insurance Co , a workers compensation subsidiary, to Folksamenca Hold-

even less credible than they were to managing director of property at bro- awaltlng actlon 1ng Co, Humana announced last week

begin with," he said ker Willis Corp in New York Risk managers have a "fiduciary re- Humana said it will sell the PCA unit for $125 mdlion in cash and use

Furthermore, "the vast malonty of But the analogy of safeguarding sponsibillty to make sure that no op- the proceeds to reduce debt Folksamenca is a New York unit of Bermu-
benefit for Y2K went to American against a disaster doesn't fit YZK re- tions are foreclosed to shareholders da-based White Mountains Insurance Group Ltd
corporations," Mr Hartwig said mediation, an Insurer attorney con- because you failed to take some action The deal wlll let Humana focus on its core managed care business

"Corporate Amenca is enjoying a pro- tends to protect their potential right to re- The sale, subject to regulatory approval, is expected to close this quar-
ductivity boon due, m part, to the While "a humcane is a true disas- covery," said Wilham Kelly, the man- ter Humana also agreed to sell its individual Medicare supplemental
housecleaning that occurred during ter, the issue of upgrading one's soft- aging director of J P Morgan m New busmess to United Teachers Associates Insurance Co of Austin, Texas

Y2K remediation" ware isn't," countered Walter An- York who is responsible for corporate
Besides, "computer maintenance drews, an Insurer attorney at Shaw risk and insurance management Mr ACE completes Capital Re buy

has never been covered by an msur- Pittman m Washington Kelly is also chairman of the Interna- '

ancepollcy," he sald "Their claims would have been tional Federation of Risk & Insurance NEW YORK-ACE Ltd finally won a tug-of-war with XL Capital Ltd }
But pollcyholders and their repre- more viable if they had an example of Management Assns, a global body of for ownership of Capital Re Corp late last month when ACE completed

sentatives disagree a failure to compare themselves to," 30 associations from more than 20 its $516 9 mllhon cash-and-stock purchase

Because the newyear's date change Mr Andrews said "It's hard for an m- countries, and the 1993-96 president Under the agreement, ACE paid $3 45 and issued 0 65 of an ACE share '
came and went with httle or no dis- surer to iust pay hundreds of milhons of the New York-based Risk & Insur- for each share of the financial guarantee remsurer
ruption to computens proves only that of dollars on remediation costs to ance Management Society Inc The cash part of the sale Mll total $110 3 mllhon, ACE sald Capital Re
the remediation worked, not that avert a disaster when, in fact, there "There are drEferent circumstances had about 38 5 rmlhon shares outstanding at the time of the sale

there is no need for coverage, asserts wasn't one " which color the ultimate determina- The closing or®nally was planned for October ACE announced its in-

poheyholder attorney John Hemtz, a Echoing the warning many com- tion of whether any Insurance exists," tention to buy Capital Re m May in an all-stock deal valued at $605 9 mil-
partner at Howrey & Simon in Wash- puter experts have expressed in the he said "But unless and until theze is hon, but ACE's stock pnce dechned over the summer, and one day before
ington Mr Hemtz is representing media, though, Mr Heintz suggested a determination of coverage, the Ask the ongtnal closing date, the offer was worth $3753 milhon

GTE Corp m a bad-faith case where- that the Y2K disaster may not have manager has an obhgation to preserve XL jumped m with a $456 3 milhon offer, and both insurers Increased

in GTE seeks to recover Y2K remedi- completely been averted any nghts to coverage' their bids over the next several weeks ACE also went to court m an un-

ation costs from its insurers under the "I suspect there are more problems It is fortunate, Mr Kelly said, that, successful attempt to end the bidding war, allegmg breach of contract by
sue-and-labor clause out there than we've heard aboit or unhke the expense required to be- Capital Re

That clause provides coverage may not yet have surfaced," he said come Y2K compliant, reviewing in- ACE and Capital Re fmally agreed upon the new terms rn late October
should a policyholder act to "sue, la- As a result, "I think you'll see more surance poheies and putting msurers (BI, Nov 1, 1999)

bor or travel" to minimize an actual OI sue-and-labor cases and more D&0 on notice "does not require a big m-
imminent covered loss The sue-and- cases hke the Sunbeam one," Mr An- vestment of shareholder funds " Aetna loses non-compete suit
labor clause was Introduced in the drews predicted In fact, he said, "I advised my col-

17th century, mtended to ensure that In Amenean Alliance Insurance Co leagues in IFRIMA they should con- SAN FRANCISCO-Aetna Inc must pay morethan $1 2 mlhon to an
a shipowner took whatever actions vs Sunbeam (017) , the insurer is sider what, if any, actions they should employee it fired after she refused to sign a non-compete agreement
were necessary, such as lettisoning seeking a declaration from a federal take to protect the nghis of their poh- A San Francisco Superior Court iury awarded Amta Walla, a former
cargo m an emergency, to prevent a district court judge that it is not re- cyholders " account executive for Aetna U S Healthcare, $180,000 in compensatoIy

ship from smlang (BI, July 26, 1999) quired to provide $10 milhon of direc- Mr Kelly added that he has wntten damages and $1 08 milhon in punitive damages m connection with her
Mr Heintz hkened Y2K remedia- tors and officers hability coverage to several papers on the subject, they are termination from Aetna Ms Waha was terminated after she refused to

tion to sandbaggmg and boarding up Sunbeam to pay for any shareholder publlshed on the organization's World sign a contract that would have prohibited her from worlang for a com-
windows before a humcane suits stemming from Y2K-related is- Wide Web site, at www rims org/ petitor for six months after leavtng Aetna, according to her attorney, Alan '

"If a humcane is threatening your sues (see related story) ifnma Exelrod, with Rudy, Exelrod, Zieff & True m San Francisco

property, the costs you undertake to Mr Hemtz also suggested that, But Stan Smith, rlsk manager at A second phase of the tnal, scheduled for February, w11 be held to de-
mitigate the potential loss-sandbags, mnce the Y2K date rollover turned out Las Vegas-based Boyd Garmng Corp termine whether Aetna's actions constituted an unfair business practice

plywood-these costs would be cov- to be pretty much a "non-event," pol- said that, while his company would under the state's busmess and professions code
ered" under the sue-and-labor clause icyholders also may seek coverage to look into the possibility of coverage, Mr Exelrod said Aetna has since discontinued its pohcy of requiring
of the first-party property insurance pay shareholder lawsuits alleging that "it's not something that we would the agreements, though there is ongoing htlgation m connection with oth-
pohcy, he explained they spent too much on Y2K remedi- pursue " er former employees in both state and federal courts Other htigation on

Likewise, the $385 million GTE ation "We try to form partnerships with the issue has been settled, he noted

spent upgrading its computer systems "I'm surprlsed there weren't more our insurers," and htigating over Y2K An Aetna spokesman said Aetna is reviewing the decision's impact
to be Y2K comphant should be cov- suits filed by Jan 1, 2000," said Ms remediation coverage could create an
ered, because lt prevented damage Douglass of Wlills adversanal relationsmp, he ex- Briefly noted
that might otherwise have occurred to She suspects there are many more plamed [al

As expected, New York Gov George Patakt signed into law legislation

Suits seek Y2K remediation costs extending through June 30,2003, a 19961aw that Imposes surcharges on
bills incurred m New York hospitals (BI, Jan 3) Douglas H May w11
become president of CNA Risk Management, a unit of CNA Insurance

Six lawsuits seeking coverage for ty Co, et at, filed Aug 6, 1999, in surer seeks a declaratory judgment Cos, m March, following the retirement of Peter P Conway Mr Conway
Y2K Iemediation costs under the Superior Court of the State of that it was not obllgated todefend or has led CNA Risk Management since 1992 Mr May, president of CNA

"sue-and-labor clause" of property Delaware in New Castle County mdemmfy Source Data for a Y2K Guaranty & Credit, w111 continue to manage the guaranty and credit risk
msulance pollcies are wending their • Nike Inc vs Amenean Home As- suit filed against the company by msurance unit Standard & Poor's Corp raised its counterparty and fi-

1

way through the civil courts, accord- surance Co, et at, filed Nov 9, 1999, Pinewlle nancial strength ratings on RGA Reinsurance Co. to AA from BB and its
ing to a World Wide Web site creat- m Oregon Circuit Court for the • Amencan Athance Insurance Co immediate holding company, Reinsurance Group of Amenca Inc to A
ed by the Federation of Insurance & County of Washmgton us Sunbeam Corp, filed July 2, from B, followmg an announcement that Metropohtan Life Insurance Co

Corporate Counsel They are • The School District of the Cit? of 1998, in U S District Court for the has acquired GenAmenca Corp, parent company of General Amencan
• GTE Corp us Allendate Mutual Royal Oak (Mich) us MASB-SEG Southern District of New York The Life Insurance Co and its subsidiaries, inclu(ling the majority-owned

Insurance Co, et at, filed June 18, Property/Casuatty Pool Inc, filed insurer seeks a declaration that its RGA comparues RGA ranked as the 18th largest reinsurer m the world
1999, in U S Distinct Court in New Nov 18, 1999, in Michigan Circuit D&O coverage is void tor any share- last year (BI, Aug 30) Stewart Smith Group Inc. President and Chief
jersey Court for the County of Oakland holder suits against Sunbeam, Operatmg Officer Mark M Smith has also assumed the title of chief ex-

• Port Of Seattle us Lenngton In- In addition to these first-party charging the policyholder falsely ecutive officer of the New York-based wholesale effectively immediate-
surance Co, filed Nov 16,1999, in property insurance cases, two suits said it was unaware of any share- ly He replaces Gary H Cooper, who left the company Dec 16 A Stewart
Washington Superior Court m Kmg have been filed related to coverage of holder claims when, in fact, several Srmth spokesman dechned to comment on the reasons for Mr Cooper's

County Y2K expenses under habdity poll- were pendmg, and because it al- departure Bahrain-based Ang Reinsurance Co BSC on Dec 28 an-
• Amencan Guarantee & Ltability cies In both cases, the insurers seek legedly failed to provide the insurer nounced that its U K unit, ARIG Insurance Co Ltd., would cease under-

Insurance vs Xerox, filed July 1, declaratory ludgments that thek are with requested information regard- wnting after postmg losses m 1999 and 1998 Standard & Poor's Corp on
1999, in New York State Supreme not hable for Y2K claims They are ing its Y2K readiness Friday lowered its long-term counterparty credit and insurer financial
Court, and Xeror Corp vs Amencan • Cincinnah Insurance Co us The FICC Web site tracking Y2K- strength ratings on ARIG U K to BBB from A and the ratings remain on
Guarantee, filed July 2,1999, in the Source Data Systems and Pineuttle related insurance coverage cases can CreditWatch with negative imphcations At the same time, S&P placed
Superior Court of the State of Con- Community Hospital, filed Dec 4, be found at www thefederation org/ its A long-term counterparly credit and insuier financial strength ratings
necticut 1998, in U S District Court for the pubhe/Y2K/inscov htrn on Ang Re on CreditWatch with negative implications

• Unisys Com us Royal Indemnt- Northern District of Iowa The in- -By Joanne Wectk Kochantec
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1999 in review
Business Insurance Index, Standard & Poor's 500 Index and Dow Jones Industrial Average
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The Business Insurance Index of insurance industry stocks climbed 8.6% during 1999, not even half of the progress made by the PCS catastrophe options
S&P 500 Index and only about one-third of the Dow Jones Industrial Average's gain for the year-19.5% and 25.2%, respectively. The
8/Index started 1999 at 1,925.29, reached an Oct. 15 low of 1,804.59 and then skyrocketed 20% to a high of 2,166.58 only three weeks As of Jan 7

Call Price Call Price

later, on Nov. 5. The 8/ Index finished the year at 2,091.76, down 3.5% from its November high. The S&P 500 started at 1,229.23, hit its spread bid/ask spread bid/ask

1999 low Jan. 22 at 1,225.19, and completed 1999 at a high of 1,469.25 on Dec. 31. Starting the year at 9,181.43, the Dow reached its National Annual 1999 California Annual 1999

60/80 140/195 60/80low of 9,120.67 on Jan. 22 as well. After a brief slump in October, the Dow peaked at 11,497.12 on the final day of the year.
80/100 02/- 80/100 -/0 4

100/120 100/150 -/08

OSHA
150C -420

by businesses because of its potential cost up a task force and see if we need to make Eastern December 1999 Western Annual 1999

and rigidity any changes," said Ms Fleming She said the 10/20 -/40 80/100 -/19

"I don't have a significant telecommuting task force Includes representatives of Bell 20/30 -420

Continued from previous page exposure, but I do believe it was an attempt Atlantic's health and safety, human re- 40/60 -/20 National Annual 2000

60/80Charles) Jeffress, and not business and la- by OSHA, maybe subconsciously, to solidify sources, external affairs and legal depart- -418 100/150 751-

Southeast December 1999 150C 60/-
bor," said Lance J Ewing, chairman of the their attempts to implement an ergonomics ments, as well as the risk management de- 40/60 -418 19On 95 03/05

Risk & Insurance Management Society's ex- standard I think this is a little far-reaching partment 60/80 -416 200/250 371-

ternal affairs team and director of insurance What is OSHA trying to say, are employers Despite the withdrawal of the letter, "we 80/100 -/14

and loss prevention for Las Vegas-based required to remodel their employees' still see this as an indication that OSHA is Total volume 0 Total open interest 754
GES Exhibition Services & Exhibit Group homes?" said Mark DeLillo, vp-nsk manage- aiming to get serious Clearly, they faced a

An employment specialist with the Nation- ment at Celotex Corp in Tampa, Fla, and a lot of pressure because people thought the For information on PCS cat options, call the Chicago Board of

al Assn of Manufacturers noted that, while former RIMS president rule was unreasonable I think lt'S a good
Trade at 312 435 3674

the employer group intended to "vigorously "The nature of the telecommuting expo- sign to have dialogue," said Keith Lessner,
participate" in any dialogue commenced by sure has not changed The withdrawal of this vp-safety and environment of the Alliance of Source Chicago Board of Trade

Ms Herman, the Labor Department's with- letter should not signal to employers that American Insurers in Downers Grove, Ill
drawal of the letter still "leaves our members their responsibilities to their employees in a "If we step back and take a look at the big British Issues
in the lurch, not knowing if the interpreta- telecommuting environment are any less," picture, we first see that OSHA iS serious
tion still stands because the actual letter has Mr DeLillo added about advancing a vigorous safety enforce- Price P/E Div Yield 52-week

 been revoked " The question of whether the The interpretation led employers with ment approach, and that's a good thing," Mr Companies pence pence % high-low
underlying interpretation remains valid has telecommutlng workers to review their poll- Lessner said "OSHA's aggressiveness in ad-
not been made clear, said Jenmfer Krese, di- cies vancing a strong enforcement policy is caus- Legal & Gen 162 200 36 2 3 237 142

rector of employment policy for the NAM in "At Bell Atlantic, we are, and always have Ing all stakeholders in this debate to think Royal & Sun 462 230 50 633-351

Washington been, concerned about the safety of our em- more carefully about workplace safety pub-
"Until the Labor Department assures us ployees, whether they're working at a com- hc policy We hope this will ultimately result

Brokers
that its Jurisdiction does not go beyond our pany-owned location or from home," said m a better public policy that is more in line
front doors, we remain confused and con- Karen Fleming, manager-risk management with everyone's best long-term interests," he
cerned," said Ms Krese for Bell Atlantic Corp in Arlington, Va, a said

Lmbn Fenchurch 140 14 0 42 30 145-58

One risk manager noted that OSHA's few hours before Ms Herman withdrew the "Few object to OSHA's nussion in promot-
JLT 248 11 0 120 49 286166

telecommuting interpretation appeared to be advisory letter Ms Fleming serves on the ing workplace safety, yet there remains a
Note Pnces are Jan 7 dosings, other numbers from Jan 6related to its controversial effort to promul- RIMS executive council considerable amount of concern about how

gate an ergonomics safety standard for "At this point, we're not sure what (inter- reasonable OSHA has been and will be in
workplaces, an effort that has been opposed pretation) means yet, so our response is to set fulfilling its mission," he added Source CNET Mvestor (investor cnet com) Boulder, Colo

Bi Industry Stock Report JAN. 3,2000, THROUGH JAN. 7,2000

Weekly ¥ear to date Yeartodate

BROKERS
WeekN Yecr to date Yeartodate Weekly Year to date Year to date

Pnce % change % change High Low Vo!(000) Price % change % change High Low Vol (000) Price % change %change High low Vol (000)

Aon Corp NYS 4275 671 1438 46.69 2606 9821 EMC Insurance Group Inc NDQ 9.13 0.00 2843 13.38 900 15 St Paul Cos NYS 34.25 3.20 214 3706 25 38 3045

Clark Bardes Holdings NDO 1513 614 10.44 21 00 11.63 51 ESG Re Limited NDQ 588 000 7035 2225 513 607 SCOR NYS 4963 1089 23.65 68.25 42.94 25

E W Blanch Holdings Inc NYS 57.25 615 22.62 71.75 45.38 226 Enhance Financial Services NYS 1588 1.55 47.52 2950 1500 901 SAFECO Corp NDO 2494 1.27 41.32 46.75 21.81 3171

Gallagher Arthur J & Co NYS 63.25 -088 44.57 64.88 42.25 274 Everest Reinsurance NYS 25.63 1389 30.15 38.94 20.50 2512 SCPIE Holdings Inc NYS 30.06 7.32 000 36.06 23.69 NA

Hilb Rogal & Hamilton NYS 2838 0.66 52.35 2913 1556 126 Fremont General Corp NYS 813 1927 5632 2569 4.69 2129 Seibels Bruce Group NDO 156 1667 5536 6.25 1.50 166

Kaye Group Inc NDO 9.09 9.40 25.43 925 5.00 3 Frontier Insurance Group NYS 3.25 6.12 74.00 17.25 2 38 1424 Selective Ins Group NDO 16.19 -4.43 20.06 22.50 16.19 557

Marsh & Mclennan NYS 9538 146 61.31 96.75 57.13 7290 Gainsco Inc NYS 6.13 1136 297 694 3.94 185 Terra Nova Ins Co ltd NYS 2988 084 22.56 32.63 21.25 987

Brown & Brown NYS 38.25 066 948 40.63 29.31 52 Harleysville Group NDQ 13.38 094 47 55 24.88 1263 83 Tok,o Marine & Fire NDO 5550 348 5.73 67.00 50.00 154

BROKERS AVERAGE 064 35.96 HSB Group Inc NYS 31 69 4.70 2115 4225 30.19 746 Torchmark Corp NYS 2825 195 1871 3800 24.56 1197

HCC Insurance Holdings NYS 1306 2.45 22.88 25.13 800 518
INSURERS/REINSURERS

Transatlantic Holdings NYS 75.06 2.83 -0.74 8050 69.06 82

ING Groep N V NYS 6081 1.99 -031 7000 2100 406 Travelers Property Casualty NYS 35.44 618 1571 41 88 27.69 2378

ACE Ud NYS 18.13 8.21 44.55 35.25 15.19 12090
IPC Holdings Ltd NDQ 1519 0.82 3324 23.19 1425 140 Trenwick Group Inc NYS 1631 7.77 48.42 35.25 1438 931

Accel International Corp NDO 100 1429 66.67 3.38 0.50 63
Hartford Financial Services NYS 44 81 285 1971 6644 3650 5372 Unico American Corp NDO 706 0.89 38.75 1375 638 41

Acceptance Insurance Cos NYS 5.25 3.45 7358 20.19 488 271
LaSalle Re Holdings Ltd NYS 1525 792 2606 22.50 10.88 536 United Fire & Casualty NDO 23.00 1720 30.89 34.94 19.25 22

AEGON N V NYS 9375 183 23.12 130.13 6963 632
Lincoln National NYS 37.94 3.50 8.45 57 50 36.00 2758 Unttrin NDO 37.66 139 6.26 42.38 30.50 752

Aetna Life & Casualy NYS 57.88 6.19 2749 99.88 46.50 7961
MAIC Holdings Inc NYS 21.75 578 32.03 33.13 1988 212 UNUM Corp NYS 3000 1.03 49.95 62.50 2600 4140

AFLAC Inc NYS 45.06 4.63 241 5675 39 00 2978
Markel Corp NYS 15000 -0.50 16 78 193 00 143.25 98 Vesta Insurance Co NYS 4.81 2623 1630 8.38 338 466

1 Allmerica Financial Corp NYS 51.38 3.97 9.27 64.81 4606 1557
MBIA Insurance Group NYS 51.38 -0.72 22.53 7188 45.00 2284 XL Capital Ltd NYS 53.19 10.23 2568 74.94 41 94 2899

Allstate Corp NYS 2450 2.08 36.36 41.00 22 63 18809
Meadowbrook Insur Grou: NYS 7.25 22.11 5556 1744 4.75 188 Zenith National Ins NYS 21.25 3.34 -8.11 2669 19 25 56

Ambac Financial Group NYS 51.00 181 1491 63.00 25 06 2012 MMI Cos Inc NYS 8.78 255 47.38 1769 3 31 1058 INSUREAS/REINSURERS AVERAGE 126 2273

American Financial Group NYS 25.75 190 37.48 42.25 2381 375
Mutual Risk Mgmt Ltd NYS 1631 3.33 57.00 43.25 981 903

American General NYS 69.88 461 1070 82.19 61.88 3406
Navigators Group NDO 11.25 1538 2623 16.13 9.13 21

HEALTH MAINTENANCE ORGANIZATIONS
American Intl GrouT NYS 109.50 110 40 56 112.88 76 50 19554

NYMagic Inc NYS 1350 286 35.33 1994 1200 28 Foundation Health Systems Inc NYS 11.19 1776 1.70 2006 6 25 2540

American Safety In. urance NYS 6.75 8.00 28.95 1038 600 39
Ohio Casualty Corp NDO 1500 943 2705 21.69 14.25 4333

Humana Inc NYS 875 1290 5380 20.75 5 88 8273

Argonaut Group NDO 19.56 3.40 18.49 27.94 18 69 106
Old Republic Int I NYS 1300 3.26 3936 2231 12.06 1570 Oxford Health Plans NDO 1581 2222 1295 2425 9 75 15222

AXA IJAP Group NYS 6988 018 2.36 80.25 5375 310 Partner Ae Ltd NYS 30.50 4.69 32.50 46.19 28 56 1101 Pacificare Health Sys NDO 51.19 387 2841 10038 3113 1793

Baldwin & Lyons In: NDO 1963 1467 1604 2600 1931 16
Penn America Group Inc NYS 7 81 417 1554 11.44 700 38 Sierra Health Services NYS 5.94 5.00 71 56 22.13 4.63 2429

Berkley W A Corp NDO 2019 -031 40.19 3475 1881 486
PMA Capital Corporation NDO 20.00 095 2.24 21.13 1738 114 United HealthGroup NYS 61.31 17.49 37.59 70.00 39 38 6798

Berkshire Hathawav Inc NYS 5650000 6.60 1728 81100005170000 3
Philadelphia Cons Holdins NDO 1450 3.33 31.76 2550 1081 650 Wellpoint Health Networks NYS 7688 1748 10.48 97.00 4825 2690

Capitol Transamerica Corp NAS 1000 2.44 4346 19.50 938 107
PXRE Corp NYS 1281 789 49.26 26.06 994 191 HMOs AVERAGE 11.28 16.00

Chubb Corp NYS 56.81 100 1251 7638 4400 2706 Reliance Group Holdings NYS 6.81 1474 -47.34 1369 2.81 5008 ALL COMPANIES AVERAGE 4.39 -092

CIGNA Corp NYS 8513 8.27 9.49 9863 63 44 3506
ReliaStar Financial Corp NYS 3500 1083 21.79 49.81 2856 2475

Cincinnati Financia Corp NYS 3163 2.02 1138 42.50 2975 1932
RenaissanceRe Holdings Ltd NYS 3994 108 1055 43.19 30.00 278

Cltigroup NYS 5456 -0.57 61 87 5825 32 69 71926
Risk Capital Holdings NDO 1306 146 3817 2225 1100 189

CNA Financial Corp NYS 37.69 3.05 -4.13 4531 33.00 606
ALI Corp NYS 32.69 3.15 2.06 3881 27.88 105

CNA Surety NYS 1113 220 25.52 1556 9.75 234

Top advancing issues. Vesta insurance Co, Oxford Health Plans, Meadowbrook Insurance Group. Leading decliners Seibets Bruce Group, Baldwin & Lyons Inc, ReliaStar Financial Corp Most active issue Citigroup The 8/ Index rose 0 8%, the Dow
Jones 30 Industrials increased 0 3%, the S&P 500 fe1199 9%, and the NYSE Composite decreased 06% Average P/E Brokers, 19.8, Insurers/reinsurers, 18 8, HMOS, 14.7

Source CNET /nvestor (investor cnet corn) Boulder, Colo
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9 It's my job to be an excellent judge of

character...to. determine when someone

is telling the truth and when t ey're

committing insurance fraud. Of course,

most people are honest, but the ones

that aren't cost businesses and workers

$25 billion a year. That's why I'm available

at a moment's notice to throw my gear

in the trunk and discover the truth.

I talk to witnesses, follow tire tracks

down muddy roads...whatever it takes

to make sure the good guys, and the bad

ones, get exactly what they deserve. //
.arl-*3..4

Om0®[BAR]@[i *8 6Ej>[1@69 consider forming on in -house
safety team in order to evaluate and record accidents as they

happen. Also, report accidents immediately to insure accuracy.
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