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UPDATS
Asbestos attorneys facing suit

filed by asbestos producer
NEW YORK-Bankrupt former asbestos

producer G-I Holdings Inc. has filed a civ-
il racketeering lawsuit against a trio of
plaintiffs law firms that it charges "have
orchestrated a scheme to inundate the ju-
dicial system with hundreds of thousands
of asbestos cases without regard to their
merit."

G-I Holdings, the successor to GAF
Corp., alleges that the law firms not only
forced the settlement of meritless cases

See Updates on nezt page

Many Y2K claims still unresolved
By JOANNE WOJCIK

Insurers appear to be winning ear-
ly battles over coverage of Y2K re-
mediation costs, but the war is far
from over.

While several legal victories have
gone to insurers, roughly 200 claims
are still pending with insurance
companies, of which only a fraction
are being litigated.

New research suggests these
claims for Y2K remediation expens-
es could total $150 billion. As a re-

sult, litigation over coverage of these

costs is not expected to diminish
anytime soon.

Of the 18 lawsuits filed by compa-
nies over coverage of their remedia-
tion expenses, two cases were dis-
missed in New York, one was dis-

missed in Washington state, and a
U.K. court upheld an arbitration
clause removing one insurer from a
Y2K lawsuit.

All of the suits seek coverage un-
der the sue-and-labor clause, a pro-
vision in some all-risk property poli-
cies that provides coverage if a poli-
eyholder acts to "sue, labor or trav-

PBGC premiums
should be cut,
says Strauss

By JERRY GEISEL

WASHINGTON-At $10 billion, the surplus in the Pension Bene-
fit Guaranty Corp.'s insurance program has grown so large that
legislators should reduce or even eliminate for the foreseeable fu-
ture PBGC premiums for employers with well-funded plans, the
agency's executive director says.

"For the first time in our history, our
cushion is sufficiently large that we can not
only protect the insurance program in the
event of an economic downturn, but we also

,·f, should be able to provide premium relief,"
says David Strauss.

Premium relief, as Mr. Strauss puts it,

- day" for employers with fully or overfundedcould come in the form of a "premium holi-

plans that now pay the agency an annual
premium of $19 per participant. Employers
with underfunded plans would continue to

Mr. Strauss pay a premium equal to $9 per participant
per $1,000 of plan underfunding.

Periodically, policymakers would have to re-evaluate the premi-
um holiday or reduction to be sure that the agency's surplus was
sufficiently large compared to its exposures, he says.

But right now, the $10 billioh surplus, up from $7 billion in 1999
and $5 billion in 1998, is so high that the economy would have to
"basicall crater" for the cushion to be in jeopardy, Mr. Strauss
said.

Congress would have to approve any change in the PBGC's insur-
ance premiums, which all private employers with defined benefit
plans must pay. The premiums are used to help pay benefits of ter-
minated underfunded pension plans-typically of companies that
have collapsed and are going out of business-that the agency has
taken over.

Given the agency's robust health, Mr. Strauss says he is reason-
ably certain that Congress will make some adjustments in the agen-

See PBGC on page 20
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el" to minimize or avoid an actual or

imminent loss to covered property.
Policyholders contend that insurer

legal victories have come on proce-
dural matters, and the key issue of
whether the policies cover these
claims has yet to be heard.

Policyholders also were heartened
somewhat by a settlement earlier
this month between Stanford Uni-

versity and Factory Mutual Insur-
ance Co. of a Y2K coverage dispute
(BI, Jan. 8).

Factory Mutual, which does busi-
ness as FM Global, rebutted news-

pafer reports that it had agreed to
settle the university's claim, assert-
ing in a statement that it was "sim-
ply not true."

While no money will change
hands, the parties reached a confi-
dential barter agreement that ended
the dispute. Insurance industry
sources said Stanford received at-

tractive renewal terms and addition-

al risk management services from
the insurer.

"3artering may be the way to set-
tle:hese cases," said Lance Ewing,
senior director of insurance and loss

prevention at GES Exposition Ser-
vices in Las Vegas. He said he once
settled a coverage dispute with one
of his company's insurers that way.
"We were able to negotiate better
terms for renewals in exchange for
the money the insurers owed us," he
explained.

"What's good about it is that
it shows that both parties are will-
ing to find a business resolution
to these claims rather than fight
tooth and nail to litigate these cas-
es," said attorney Robert Carter, a

See YWK on page 21

Energy crisis prompts review

Utilities facing new risks
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An engineer in the control room of the Moss Land-
ing Power Plant in California, where the power
grid remains close to crisis.

By ROBERTO CENICEROS

SACRAMENTO, Calif.-California's "energy
nightmare" and deregulation woes are helping to fuel
nationwide interest in financial solutions, including

' insurance products, that protect power companies
and their investors from price spikes in the electricity
spot market.

Coverage under these relatively new "power price-
protection products" may not have been triggered by
the unique events unfolding in California but, as
more states follow California's lead and deregulate
their utility industries, utility companies nationwide
are looking to California as an example of the finan-
cial and commodity trading risks they increasingly
face, according to risk managers, insurers and bro-
kers.

Those risks are pushing utility company risk man-
agers to go beyond insurance and delve into financial

See Utilities on page 6

Disability risks soaring
Record salaries put squeeze on insurance

By SALLY ROBERTS

When the Texas Rangers
signed Alex Rodriguez for a
record-setting guaranteed $252
million over the next 10 years,
the free agent shortstop be-
came the highest-paid player
in baseball history.

If the All-Star player were to
sustain a career-ending injury
this season, however, he could
also become the sports disabili-
ty insurance industry's biggest
nightmare.

As a general rule, Major
League Baseball teams pur-
chase disability insurance poli-
cies to protect themselves
against the risk of a marquee
player being sidelined by a se-
rious injury but leaving the
team on the hook for the play-
er's multimillion, multiyear
guaranteed salary.

But sports disability
uncerwriters and bro-

kers say that rising
salaries for baseball

players have far out-
paced the capacity that
is readily available in
the marketplace. Cou- 0
pled with a number of
significant losses over
the last few years and
years of underpricing,
disability underwriters
are beginning to raise
rates for the coverage
an>where from 30% to
more than 100%. At the same

time, those teams that have
opted to sign superstars for su-
per contracts are being forced
to take on a greater share of the
risk.

':[he deal with Mr. Rodriguez,
wh,se contract calls for a $25.5

See Baseball on page 4

Alex Rodriguez's
(left) deal with
the Texas

Rangers made
 him the highest-

paid player in
baseball, while

Manny
Ramirez's salary
with the Boston

Red Sox is a

close second.
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Cards cove red if Big Mac
is stuck on the sidelines

.

, ST. LOUIS--The St. Louis Cardinals have elected
not to take out a disability insurance policy on their
star slugger, Mark MeGwire, but a unique insurance
policy still covers the team if the first baseman is side-
lined.

Two years ago, Aon Corp., the Cardinals' insurance
broker, developed a policy that protects the team if an
injury or serious pensonal matter forces Mr. McGwire
out of the lineup for an extended period of time and re-
suits in fans not coming to Busch Stadium.

According to the Cardinals, the single-season home-
run king draws an additional 600,000 fans to home
games each season. With
the average fan spending
$20 to come to a game, the
absence of Mr. McGwire

could expose the Cardi-
nals to $12 million in lost
revenues.

Joe Addison, managing ,
director of Aon Sports &
Recreation Group in At-
lanta, said the revenue .-.'=''
protection policy came -N 'i.F mr,rzabout as a result of a 62\=
lunch meeting with the <4* "-' 4 ' -' 
Cardinals' controller, who -'- ./,1 - I
expressed concern over ' 4,#U
how the team would pro- r m
tect the additional rev-

, enue Mr. McGwire was
: generating in ticket sales
} if he could no longer play.

"So, we adapted a policy which was available jn the
marketplace and created one that protected the rev-
enue generated by a superstar," Mr. Addison said.

The coverage is a named-peril policy that is triggered
after 30 consecutive regular-season days in which Mr.
MeGwire is sidelined due to injuty, incarceration or
other occurrences, including an illness or death in his
family.

Mr. Addison declined to discuss further specifics of
the policy for competitive reasons, but he noted that the
policy is tailored to just a select number of teams.

"We have to look at the superstars that make a dif-
ference as to why people come to a game," he said. For

instance, such stars as the Texas Rangers' Alex Ro-
driguez, Cincinnati Reds' Ken Griffey Jr. and Chicago
Cubs' Sammy Sosa draw additional people to come
watch.

"When you look at a team like the New York Yan-
kees, does anyone come to a game just to see Derek
Jeter? No, they come to see a winner, so it's harder to
define the value of a Derek Jeter under the policy that
we have," he said.

The Cardinals are the only major-league baseball
team that has purchased the policy so far, Mr. Addison
said. He said that he is unaware of any other similar

product for baseball
teams on the market.

Because the Cardinals

had the revenue protec-
non policy in place, Mr.
Addison said, the team

r

declined to purchase a
separate disability policy
on Mr. McGwire. While a

1 disability policy would
 protect the team from the
1 cost of his guaranteed

. ' salary if he were injured,
_-9 the revenue protection

-*, .*' policy "will makeup the
difference," he said.

Mr. McGwire recently
extended his contract

through the 2001 season.
He will be paid $11 mil-
lion.

The revenue protection policy came in handy for the
Cardinals last season. Mr. McGwire, known by fans as
"Big Mac," was on the disabled list for most of the sec-
ond half of the season with severe tendinitis in his right
knee. He has since had surgery.

Mr. Addison said the Cardinals filed a claim-the

first under the revenue protection policy-as a result of
Mr. McGwire's absence, but he declined to discuss the
loss.

The policy is underwritten by Lloyd's of London
through American Specialty Underwriters Inc., a
Woburn, Mass. managing general agency.

-By Satly Roberts

PHOTO: ELSA/At-LSPORT

The St. Louis Cardinals opted to insure the risk of
revenue losses from a disabled Mark McGwire.
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Baseball
Continued from page 1

million salary per season under the
10-year deal, is the largest in a string
of multimillion-dollar baseball con-

tracts. The Boston Red Sox recently
signed outfielder Manny Ramirez to
an eight-year, $160 million deal; the
Toronto Blue Jays signed first base-
man Carlos Delgado to a four-year,
$68 million deal; and the Colorado
Rockies signed pitcher 1VIike Hampton
to an eight-year, $121 million deal.

And these high-priced superstars
are becoming a worry for the small
number of underwriters that write

sports disability coverage for Major
League Baseball teams.

"Contracts are growing at such a
tremendous rate that the capacity
available cannot keep up with it," said
Lai Madonna, national sales director

of specialty risk products for Hartford
Life Insurance Co. in Simsbury, Conn.

"There is not enough capacity to ad-
dress the needs of all the guaranteed
contracts," agreed Bill Hubbard, pres-
ident of American Specialty Under-
writers Inc., a Woburn, Mass.-based
managing general agency specializing
in sports disability coverage. "We're
talking about a dozen players that
have contracts that leave teams ex-

posed beyond the readily available in-
surance capacity," he said.

Greg Sutton, director of interna-
tional business for Toronto-based

William J. Sutton& Co.,an MGAspe-
cializing in sports, said plainly: "All it
would take is for one of these larger
insurance policies to encounter a
claim. It would have a disastrous ef-

feet on the marketplace."
Joe Addison, managing director of

Aon Sports & Recreation Group in
Atlanta, agreed. "I think if there were
a catastrophic loss on someone like
(Alex Rodriguez), the disability mar-
ket might not exist in the future.
There's just not the capacity."

While disability policies differ
widely depending on the player's age,
injury history and position, under-
writers generally write up to 60% to
70% of the total sum at risk, sports in-
surance experts say. Although teams
generally can find up to $100 million
in coverage for up to five yeans for an
individual player, many teams that
sign jumbo contracts will find cover-
age for only up to 30% to 40% of the
risk, they say.

"That's got to be a big concern for
Major League Baseball teams," said
Hank Tafaro, chairman and chief ex-

ecutive officer of The Hanleigh Cos., a
Montvale, N.J.-based sports disability
underwriter. "If some team has a loss

of a mega player, not only does it have
to meet the financial obligations to the
player, but it also has to replace that
player," he said "There could be a
huge cash crunch for some teams, es-
pecially those not financially flush,"
Mr. Tafaro said.

"I think we're going to see at some
point in time a leveling out (of the con-
tracts). I think it's getting way out of
hand," he added. If guaranteed con-
tracts continue to escalate at the same

pace, "we'll see more and more self-
insurance by the teams, because I
don't believe there's enough reinsur-
ance capacity to absorb those kinds of
losses," he said.

Some sports insurance experts look
to the success of the National Basket-

ball Assn. and the National Hockey
League, which have pooled their dis-
ability risks into mandatory league-
wide programs, as the best course of
action for Major League Baseball.

Teams in the NBA and NHL, for
example, are required to insure their
six and five highest-paid players, re-
spectively, into league-wide prognams
to spread the risk. Trustmark Insur-
ance Co. of Lake Forest, Ill., under-
writes the programs, and BWD Group
Ltd. of Jericho, N.Y., is the adminis-
trator.

The National Football League does

not have a league-wide mandatory in-
surance program, despite its risk of in-
jury being the greatest among all four
of the major professional sports
leagues in the United States. But un-
like those in the other three, a vast
majority of the football contracts are
not guaranteed, so teams are not on
the hook for multimillion dollar

salaries if a player sustains a season-
or career-ending injury. As such, NFL
players take out individual disability
policies to insure against their risk of
injury, experts say.

When it comes to Major League
Baseball, however, each team is re-
sponsible for its own risk manage-
ment and its own insurance purchas-
ing. As Marc Blumencranz, executive
vp of BWD Group, points out: "There
are some astute teams that are very
conscious of buying insurance, and
there am teams that make the decision

not to carry insurance."
Given that, Mr. Blumencranz says

that baseball needs a similar league-
wide disability program.

"A league program makes a lot of
sense," he said. "It keeps funds consis-
tent, so when there is one large
loss...there's no knee-jerk reaction
that could ultimately close the market
off," he said.

Both the NBA and the NHL "have

suffered great losses, and both league
programs have survived and pros-
pered for their teams," he said.
"That's the benefit of stability and
that's what baseball needs."

He added that the baseball teams

that his firm deals with also express
interest in a league-wide program.
"They want to find a secure market-
place out there so if they sign a large
contract, they know there's a stable
insurance market to deal with them,"
he said.

Mr. Tafaro of the Hanleigh Cos. said
that he, too, thinks it "would be wise"
for baseball to consider developing a
league-wide disability insurance pro-
grain.

"My guess is that quite a few teams,
because of their financial condition,

don't or can't afford to buy disability
insurance for their star players," he
said. With league-wide coverage, it
would give protection to a number of
teams that have not bought insurance
and it would provide a better negoti-
ating field for prices, he said.

Sports disability experts point out,
however, that given the politics of Ma-
jor League Baseball, a league-wide
program is unlikely, at least in the
near future.

Unlike the NBA and NHL, where
teams have rallied around strong
commissioners, who have been credit-

ed with revitalizing their respective
sports, authority in baseball tends to
rest more with individual owners,
who have resisted the notion of a

strong commissioner.

"It would probably help standard-
ize things and provide uniformity,"
Hartford's Mr. Madonna said of a

league-wide program. "But I don't

know if they can come together collec-
tively and agree on that."

ASU's Mr. Hubbard agreed.
"I think Major League Baseball

needs to come together around and
come to agreement on such issues as
how wealth is distributed among the I
teams and relations with labor, before I
coming up with some kind of collec- 
tive solution to guaranteed contracts," ;
he said.

Others do not see a value in a |
mandatoly league-wide program.

"If you ask me, I would be against
locking them in all together," said
David Bruce, divisional head of

Lloyd's of London syndicate Hiscox.
"By locking them allin together, what
you do is you underwrite everybody,
and not everybody is a good risk.
There are good risks and there arebad
risks, and the idea of insurance is to
take the better risks, and you can't
pick and choose if you're given a
mandatory scheme to insure every-
body."
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Utilities
Continued from page 1
issues such as derivatives and com-

modity risks, the issues, such as
derivatives and commodity risks.

In California, meanwhile, Gov.
Gray Davis, in his state-of-the-
state address last week, called
deregulation a failure and labeled
California's power crisis an "ener-
gy nightmare." The governor also
proposed a major overhaul of the
state's electrical system, as he and
federal officials worked on a po-
tential deal with electricity pro-
ducers to stabilize the state's pow-
er supply.

In 1996, California's Legislature
deregulated the state's electricity
market. The state's large utility
companies then sold many of their
generating plants to third parties
under the deregulation plan, which
was supposed to spur competition
and lower consumer rates.

To meet their customers' de-

mands, utility companies then had
to buy electricity from the power
generators. But, until recently, the
state prohibited utilities from
hedging their demand for electrici-
ty through long-term contracts.
Consequently, the utilities were
left to contend with the gyrations
of the wholesale market.

Yet the price that some of the
distribution utilities can charge
their customers for electricity is
capped, while the price that gener-
ation companies can obtain on the
wholesale market from utility com-
panies is not. Additionally, Cali-
fornia currently has experienced
unique factors that are straining
electricity supplies and driving up

©2001. Potent pending.

costs.

Those factors include decreased

hydroelectricity production be-
cause of below-average precipita-
tion, increased energy dernand
from the neighboring states that
California had counted on to sup-
ply electricity after it slowed the
granting of permits for the con-
struction of plants within its own
boundaries, and an economic boom
within the state that caused more

demand for electricity than had
been anticipated.

Spot wholesale electricity prices
have risen more than tenfold over

thoseof a year ago, reaching a high
of $522 a megawatt hour.

Potential blackouts also have be-

come a constant threat. To protect
themselves from that possibility,
some employers have purchased or
are renting huge diesel-powered
generators to have on hand.

California's escalating electricity
costs, coupled with skyrocketing
workers compensation premiums,
have also become a major business
concern. The resulting financial
burden is expected to become an
employer argument for moderating
an increase in workers compensa-
tion benefits that labor has been

seeking through legislative action,
said Mark E. Webb, vp-state af-
fairs for the American Insurance

Assn. in Sacramento, Calif.
Meanwhile, some of California's

major utilities are on the brink of
bankruptcy from having purchased
electricity on the spot market at
exorbitant prices without being
able to pass the increasing costs on
to their customers. Earlier this

month, Standard & Poor's Corp.
lowered the debt rating of both
Southern California Edison of

Rosemead, Calif., and Pacific Gas
& Electric Co. of San Francisco to

a notch above speculative grade,
and other ratings agencies have
also downgraded the debt ratings
of the two utilities.

The events in California may be
unique to the state, but they are
serving as an example of the com-
modity price exposures that power
companies in other states are fae-
ing, especially as they deregulate.

"Because of all the press in Cali-
fornia, they are becoming more
aware and more sensitive to how

the trading markets work and how
they can be exposed, said John

1his whole industry is a
very good plalfom to
elevate financial and

capital risk management,'
says William J. Anderson.

McLane, senior vp in New York for
Marsh Inc.'s Power Group.

Before deregulation, utility com-
panies obtained a capital rate of
return that was tied to the level of

assets they owned. If they did not
get an adequate rate of return, they
requested a rate increase from
public utility commissions, ex-
plained William J. Anderson, di-
rector and industry practice
head-utilities, for Swiss Re New
Markets in New York. Swiss Re

New Markets is one of a handful of

insurers that offer power price-
protection products.

But deregulation pushes utility
companies into a competitive mar-

ket and eliminates their ability to
base their returns on ratepayer in-
creases, Mr. Anderson said. Their

capital and shareholders now face
greater exposure to financial loss-
es.

So, with increasing financial
risks on the horizon and new insur-

ance products to address them, in-
surance risk managers for power
companies are interacting with
greater frequency with the depart-
ments within their companies that
buy and sell electricity, several ex-
perts say.

"This whole industry is a very
good platform to elevate financial
and capital risk management," Mr.
Anderson said.

"It's one of the areas where the

traditional risk manager is getting
exposed to a commodity price ex-
posure, pricing volatility, deriva-
tives and how derivatives work,"
Mr. McLane said. "It is very much
a blending of skills that comes to-
gether in a power pricing-protec-
tion policy."

That merging of skills "is exactly
what is happening at our company
and a lot of others," said Bobby
Smith, manager of corporate insur-
ance for OGE Energy Corp, a
holding company in Oklahoma
City, Okla., that owns several sub-
sidiaries, including Oklahoma Gas
& Electric Co.

Mr. Smith said that he is cur-

rently working very closely with an
individual within OGE's trading
unit whose job title is "risk manag-
er" but whose position has nothing
to do with insurance products.
That person, Mr. Smith explained,
is actually a financial trader.

"I am having to learn about his
bailiwick, and he is having to learn

ro ita

f.,

a lot about mine," Mr. Smith said.

Mr. Smith said he is keeping an
eye on California's situation, espe-
cially as Oklahoma nears its
planned timetable to deregulate in
2002, though he said he was al-
ready aware of electricity price
risks.

OGE has not purchased power
price-protection coverage. But, as
deregulation approaches in Okla-
homa, that may become a possibili-
ty, he said.

Typically, price-protection prod-
ucts rely on two simultaneous trig-
gers, explained David Scott, utility
global practice leader for Willis in
Radnor, Pa. One trigger is the un-
planned outage of a power plant or
system of plants due to a fortuitous
event. If, for example, the trigger is
a 500-megawatt outage, it might be
set off by an outage at one power
plant. Or it could be outages at two
plants that each produce 250
megawatts of power.

The second trigger requires the
spot price of electricity to hit a cer-
tain level, Mr. Scott said. The low-

er the agreed-on strike price, the
more expensive the insurance cov-
erage is.

The coverage protects a power
generating company or a utility
that also produces some power
when it has committed itself, under
contract, to supply a specific
amount of electricity but is ulti-
mately unable to do so due to a
generation outage, experts say.

Often, under such circumstances,
the company must fulfill the con-
tract by buying the promised elec-
tricity on the spot market, or it
must pay liquidated damages to
the party it promised to supply.

See Utilities on next page
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But the spot market price might be
several times higher than the cost
of producing the electricity if the
company's plants were operating
properly. The insurance would
then pay the difference between
the amount for which the company
could have produced the electricity
and the amount it had to pay on
the spot market, Mr. Scott said.

In that way, the coverage both
protects a generation company
from missing a sale and safeguards
shareholder profits, experts say.

Buyer interest in such products

IRS
Continued from page 3
onto employees, workers could
prospectively boost their pretax con-
tributions toward the premium.

The latest rules make clear that an

employee could prospectively make a
change in his or her pretax premium
contribution premium because the
employee's share of the premium had
changed even though the underlying
cost of the plan had not.

This could occur, for example,
when an employee moves to part- .
time from full-time status. As a full-

time employee, the employee may,
for example, be paying 10% of the to-
tal premium. But by moving to part-
time, the employee might have to pay
50% or even 100% of the premium.
In such a situation, an adjustment in
the previous pretax contribution for
the premium would be permitted.

"That is a very welcome clarifica-

had increased even before Califor-

nia's current crisis, several sources
say. Marsh, for example, placed
one such policy in 1999 and 14 in
2000, Mr. McLane said.

But telephone calls to his office
from prospective buyers nation-
wide inquiring about his compa-
ny's price-protection product have
increased because of California's

dire situation, said Gil Gould, se-
nior vp, underwriting, in Jersey
City, N.J., for the mutual insurer
Associated Electric & Gas Insur-
ance Services Ltd.

AEGIS does not have specific
limits on the amount of coverage it
will underwrite. The mutual rein-

sures much of the price-protection

tion. This had been raised as an issue,

and the IRS listened," said Andy An-
derson, a consultant with Hewitt As-
sociates L.L.C. in Lincolnshire, Ill.

In addition, the earlier regulations
permitted an employee to decrease or
cancel coverage after the initial elec-
tion, if he or she became covered un-

der another health plan, such as a
new spouse's plan.

But employers weren't sure about
what sort of proof employees had to
provide to establish that they had
coverage under another health care
plan. The final regulations make
clear that an employer can generally
rely on an employee's statement that
he or she has or will obtain coverage
under the other plan.

In the area of life insurance and

disability coverage, the final regula-
tions say that an employee may
change an initial election if there is a
subsequent birth or adoption of a
child.

In one case, though, the final rules

coverage. Consequently, limits de-
pend on the amount of reinsurance
AEGIS can assemble behind the

risk it retains, Mr. Gould said.
Brokers said they . doubt that

California's large utility companies
have purchased any of the power
price-protection products because
of the state's prohibition against
long-term hedging agreements that
existed until only recently. Still,
some of the policies may have been
sold in California to power gener-
ating entities. The brokers say,
though, that it is unlikely that the
coverage was triggered by most of
the factors to blame for the current

shortage.
As the potential for blackouts

will make it more complicated for
employers to administer flex plans.
That complication arises when an
employer allows an employee to
retroactively add a spouse to a plan
due to marriage.

For example, many employers give
an employee up to 30 days after get-
ting married to add a spouse to a
health plan, and allow coverage to
take effect on the effective date of the

marriage.
The final rules permit such

retroactive coverage, but employees
would have to pay their share of the
premium for the coverage with after-
tax, rather than pretax, contribu-
tions.

However, pretax contributions still
would be allowed to pay for retroac-
tive coverage in the case of a cover-
age election made within 30 days of a
birth, adoption or placement for
adoption of a child. A 1996 federal
law grants special coverage nights for
birth and adoption. m

continues, it is unlikely that Cali-
fornia's utility companies will face
related liability claims from cus-
tomers. That's because state regu-
lators tend to hold them harmless

unless there is gross negligence on
the part of the utilities, said Mar-
shall Nadel, managing director-
utility and power generation, for
Aon Risk Services in Dallas.

Because of the events in Califor-
nia, Aon has received increased in-

quiries about power price-protec-
tion coverage and single-interest
credit insurance, Mr. Nadel said.

The credit coverage is designed to
protect electrical industry compa-
nies that have contracts under

which California utility company

trading units are to supply them
with electricity.

The parties seeking the credit
coverage are concerned that the
California-based utility trading
units may not be able to supply
them with electricity. Or, because
of their downgraded credit ratings,
they may not be able to pay the liq-
uidated damages their contracts
require if they cannot deliver the
agreed-on electricity, he said.

The coverage is referred to as
"single-interest credit insurance"
because the policy names only the
credit of the one utility trading
unit involved and not an entire

portfolio of creditors, Mr. Nadel
explained.

Premium shortfalls
IRS clarifies employers' options
WASHINGTON-Employers

now have guidance from the In-
ternal Revenue Service on when

they have to give COBRA benefi-
ciaries more time to make up
small underpayments before their
coverage will be terminated.

Under 1999 regulations, an em-
ployer had two options when it
received a COBRA premium
check that was off by an "in-
significant" amount. The employ-
er, to avoid administrative has-
sles, could write off the underpay-
ment; alternatively, it could notify
the beneficiary of the underpay-
ment and give him or her a rea-
sonable amount of time to pay the

shortfal). The IRS said 30 days
would be a reasonable period.

The 1999 regulations, though,
did not define what constitutes an

"insignificant" shortfall. In final
COBRA regulations published in
the Jan. 10 Federal Register, the
IRS says that an underpayment is
insignificant if it is no greater
than $50 or 10% of the required
amount, whichever is less.

While the clarification is wel-

come, the amount deemed in-

significant is too high, said
Colleen Clearwater, senior vp
with COBRA Compliance Sys-
terns in Coldwater, Mich.

-BY Jen Geisel

- - --==T

COLLABORATIVE LITIGATION MANAGEMENT
ta ' i.1.4

"Fi' he insurance industry is looking at litigation
El management in a whole new way.

One that provides greater accountabilly, manage
abilily and, ultimately, profitabilily. All without the
liabilily now associated with third-par reviewers.
li is called, simply, Visibillily

This unique online system, using
proprietary ASP technology, empowers both
irisurers and their counsel to more clearly see
and proactively control litigated claims,
from claims set-up to budget preparation and
even real-time bill-to-budget review.

For complete information on how
Visibility can help cut costs, improve productivity,
and enhance the overall client-counsel relationship,
please call 888-989-7860, or contact us via
e-mail at info@visibillily.com.

- visibillity.com

VES{IlITY-
The power to see your business clearly.
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Asbestos risk relief needed

ew tools and solutions are needed if busi-nesses and their insurers are to avoid getting
stuck in another quagmire of asbestos liabil-

ities and litigation.

As we reported last week, the frequency and
severity of asbestos-related claims are rising-after
an all-too-brief respite-driving a new wave of com-
panies into bankruptcy and forcing insurers to ad-
dress the adequacy of their reserves.

While it may prove difficult to win legislative re-
lief from an almost-evenly divided Congress, that is
exactly what is needed. Legislation that would re-
form the civil justice system and would create new
asbestos claims-handling mechanisms are sorely
needed if the industry is to avoid ruin from the enor-
mous costs of battling these rising claims in court.

The fact that six large building products manufac-
turers have declared bankruptcy in the past 12
months to avoid facing a continuing stream of as-
bestos liabilities should serve to wake up members
of Congress in both parties to the severity of this
problem. If not, how many more companies must be
driven out of business before lawmakers act?

We hope that legislative relief also will be at hand
before insurers, due to the burden of boosting in-
curred-but-not-reported reserves for asbestos liabil-
ities are forced to sharply raise the rates they charge
all of their customers. We've seen this scenario be-

fore, and in a market where prices are firming, it's
not hard to imagine that fear could drive insurers to
a knee-jerk reaction.

During the last wave of asbestos and environmen-
tal liabilities in the 1980s and early 1990s, there was
considerable momentum for tort reform efforts.

Businesses and their insurers need to get the ball
rolling again.

The benefits from tort reform relief would be felt

far beyond the asbestos realm. They could also be
applied, for example, to resolving pollution liabili-
ties, product liabilities and other mass torts in a fair
and efficient manner.

One area ripe for reform is the rules governing
large-scale settlement plans. The U.S. Supreme
Court in recent years struck down a pair of billion-
dollar asbestos settlements, ruling that the claimants
were too diverse to belong in the same class. This po-
sition essentially forced companies to settle or liti-
gate the claims one by one. That is enormously ex-
pensive and has been a key factor in some of the re-

BUS/U€ft ,N SU<A •ir
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cent iankrupt-ies.
While mass settlements are not ideal for defen-

dants-they allow, for example, some questionable
claims to avoid closer scrutiny-they ultimately are
less costly than a case-by-case approach.

Another legislative goal should be enactment of
the Fairness in Asbestos Compensation Act, which
failed to clear Congress last year. This bill would
create a mechanism to centrally manage compensa-
tion for astestos claimants, thereby avoiding the
need for litigation altogether. Such an approach
speeds the delivery of benefits to people harmed by
asbestos, while lowering their costs and those of the
defendant companies.

The measure died last year because of lukewarm
support from defendant companies and opposition
from plaintiffs. The alternative to adopting a broad
plan for managing these claims-companies going
out cd business-benefits neither side. We hope an-
other asbestos compensation bill can be developed in
the new Congress.

Lawmakers need to understand that removing ob-
stacles to settling these cases fairly and promptly
would not only benefit businesses and claimants
alike but also would help to reduce the number of
cases on court dockets.

LETTERS 

List of top 100 women incomplete
To the editor: All of us at Anco Insur-

ance Managers Inc. were very disap-
pointed to not see our president, Kathy

Gregory, listed among Business Insur
ance's 100 leading women in the insur-
ance industry (BI, Oct. 2,2000).

Kathy is president of Anco Insurance
Managers Inc., which was ranked as the
79th-largest U.S. broker by your period-
ical. Not only has she performed in an

LETTERS TO THE EDITOR

excellent manner as president but she
also handles the largest volume of com-
mission and/or customers within the

Anco company. She has some 17 years of
insurance experience, she .s a "people
person," and she lives and treathes cus-
tomer service.

I know of few agencies or brokers that
have female presidents, Anco Insurance

Managers, Inc. is proud to say our presi-

Business Insurance welcomes letters to the edi-

tor. We reserve the right to edit letters for clarity
or space. We will not publish unsigned letters,
Please send letters to Letters to the Editor, Busi-
ness Insurance, 740 N. Rush St., Chicago, Ill.
60611; fax: 312-280-3174; e-mall: pwinston
@crain.com.

dent is a female. However, she is the

president not because of her gender but
because of her sterling performance.

Please consider her for inclusion the

next time you again list the leading
women in the industry.

Dick B. Haddox

Chairman

Anco Insurance Managers Inc.

Bryan, Texas

B/'5 OMINE DISCUx* C.: v FORUM

Visit BI's Online Forum, which ofers unmoder-
ated discussion areas for readers to exchange
ideas or information on risk management, em-
ployee benefits insurance and miscellaneous oth-
eT topics.

The On'ine Forum is located at: http://www.
busi·nessinsurance.com/forum/index.html.
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SETTING A NEW STANDARD IN MARINE INSURANCE

What is leadership? The ability to see what's ahead

and the strength to overcome the challenges.

Fireman's Fund McGee is focused on a single

purpose: delivering the best solutions in the marine

insurance business. We put one of the strongest

local networks in the industry at your disposal in a

network of talented professionals who've dedicated

their careers to solving tough marine challenges. We

are part of the Allianz Group, one of the world's largest

insurance organizations. Together we have what it

takes to go the distance. Call us at 1-800-235-6029.

Fireman's Fund McGee. License to get on with it.

4
Fireman's
Fund®
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Fireman's Fund McGee

Marine Underwriters

A company of the Allianz Group
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7Uk LIBERTY MUTUAL NURSE CASE MANAGER
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99 Go ahead, give me your worst. Back

pain. Broken bones. Whatever injury

an employee suffers, nothing will stop

me from getting them back on the job

as safely and quickly as possible. By

coordinating the doctors, employer and

the injured worker, I keep the recovery

process moving. And being a Registered

Nurse with 28 years of experience

helps me know just what an injured

employee needs, from medical care to

rehabilitation. Because when it comes to

my job, the more pain I can deal with,

the better everyone feels. //

1)![rig ®{f] ak(]i {E difi i;J(f'jTO© 35 Through proven recovery

programs, our experienced Nurse Case Managers helped save

customers nearly 700,000 disability days last year alone.
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PERSPECTIVE

** ASKA

Q
If you were in the client's place,

how would you approach working
with a consulting actuary? How
would you go about finding such a
consultant?

Risk managers and financial
officers often tend to view

A consulting actuaries as technical
advisers who have fairly narrow
perspectives: Depending on the
experience and capabilities of the
consulting actuary, this may not be

the best way to approach the
consulting relationship.

In many cases, consulting actuaries have significant
experience in dealjng with key management issues. They
could be viewed more broadly, as management
oonsultants with specific areas of technical expertise.
This change in perspective can make the relationship
more beneficial for the client.

My answer to the first question would depend on what
internal resources were at my disposal.

If there were no expertise internally, then, obviously, I
would have to ask the consultant to perform the basic
and necessary actuarial tasks needed to operate a sound
risk management program. Such tasks would vary
according to the program structure, but they would likely
include the evaluation of funding needs for self-insured
exposures, the design or review of cost-allocation plans,
and a review of the adequacy of loss and loss adjustment
expense reserves.

If reasonable expertise were available internally, then
the consulting actuary might be asked to review internal
analyses performed to meet any of these basic tasks and
to advise the client on important management matters.

In either case, I believe clients often fail to use the skills
and experience of consulting actuaries in the most
beneficial way. A client can take advantage of the
consulting actuary's skills to address key questions that
need to be explored in properly managing a program.
Such questions often include:

• What is the best retention for the program? What
alternative of excess insurance or reinsurance would best

meet the needs of the program?
Quite often, after a consultant performs one of the

CASUALTY ACTUARY
basic tasks of loss analysis, he or she is in an excellent
position to advise the client on these questions. To
properly address these questions, it is important to be
able to interpret the meaning and value of recent large
claims experience and their relevance to questions about
prospective experience in the higher layers.

In general, to adequately answer these questions, one
needs to have years of experience in a wide variety of
programs; this is one area in which the consultant's
background can be of great value to the client.

•How sound is the financial condition of the insurers

with which current coverage is placed? What about the
state of insurers with which coverage may be placedin
the future?

While there is no substitute for a thorough analysis of
internal information in the evaluation of market security,
it may be a good idea to ask the consultant to review
publicly available information and provide his or her
observations. For example, you could ask the consultant
to work up a set of questions to ask the insurer that
would assist in reviewing the publicly available
information. These questions could include:

-How could internal resources for actuarial analysis
be enhanced?

-Would a training program make sense?
-Should computer software be purchased?
-Could current claims reports and management

summaries be revised to provide more pertinent
information?

While it may be easy to estimate past or prospective
loss costs on an expected-value basis, it is often hard to
assess the degree of variation that can be expected in
those loss costs. Consideration of such variation can make

the di*erence between wise and unwise choices with

respect to reserves, funding or the evaluation of
alternative retentions or structures for the program.

As for the second question, the most common sources
of information regardjng the selection of a consultant are
word of mouth; contacts at professional meetings; and
other service providers, such as brokers, auditors and
management consultants.

Relying on such sources is not always a good approach,
as your source may be familiar only with the work of the
prospective consultant in one set of circumstances, which
may difer from your company's situation. For example,
your colleague may be very impressed with a consultant
who has extensive expertise in professional liability
claims in Eastern states, but you may need someonewith

a thorough background in California workers comp.
Here are some questions to ask the prospective

consultant to determine the extent of his or her relevant

experience. Other questions may be relevant to your
organization's individual situation.

-How much experience have you had: In performing
different types of studies, e.g reserves, funding, cost
allocation, etc., for a given type of claim, e.g workers
compensation, general liability, professional liability, etc.?
In doing actuarial analyses of any type?

-How much consulting experience do you have?
-Which actuarial methods do you intend to use in

performjng a given study? Ask the prospective consultant
to generally describe the range of applicable methods and
explain the approach he or she intends to take.

The latest yearbook of the Casualty Actuarial Society is
a good general resource for finding consulting casualty
actuaries near you. Copies are available for $40 from the
CAS at 1100 N. Glebe Road, Suite 600, Arlington, Va.
22201-4798; 703-276-3100; fax: 703-276-3108; e-rnail:

Oce@casact.org

Would you Zike advice fom an emperienced colleague on a
risk management, benefits management or actuarial problem?
Four q'uarterly features in the Perspectioe section of Business 
Insurance can give you some answers.

Ask A Benet Manager, Ask A Risk Manager, Ask A Benefit
Actualy and Ask A Casualty Actuary answer written
questions from readers on risk and benefits management issues
and actuarial problems.

17:is month's columnon actuarial issues in the casuatty.field

is written by Richard E. Sherman, president of Richard E.
Sherman & Associates Inc. in Ashland, Ore. Dennis J. Ninaut,

managing director Of compensation and benefits forArthur
Andersen L.L.P. in Chicago, answers questions for benefit
managers. Christopher E. Mandet, director Of risk

management at Dicon Global Restawants Inc. in Louisuille,
Ky.,answers questions on risk
management issues. William J. Miner,
an actuary with Watson Wi/att
Worldwide in Chicago, ansigers

actuarial questions on benefits issues.
Address your questions to ASK,

 4- Business Insurance, 740 N. Rush St.,

Chicago, ILL 60611. Please give us

your name, title and employer;
however, Business Insurance will

consider unsigned letters.Mr. Sherman

Illegal alien eligible for workers comp benefits
he Commonwealth Court of Pennsylvania ruled

T that an illegal alien was not precluded from
receiving workers compensation benefits simply

because of his immigration status.

Juan Astudillo was an illegal alien and did not have
proper Immigration and Natui-alization Service
documentation to work for Reinfomed Earth Co. In May
1994, Mr. Astudillo sustained injury to his head, neck,
.shoulders and upper back when he was struck by a steel
beam while employed as a maintenance worker. His injury
prevented him from performing his pre-injuiy position.
Mr. Astudillo filed for and was awarded workers comp
digability benefits. The employer appealed, claiming that
Mr. Astudillo, as an illegal alien, was not entitled to
workers comp benefits. The compensation board, however,
affirmed the award of benefits.

The employer argued on appeal that the Immigration
Reform and Control Act of 1986, under which illegal
immigrants are prohibited from being employed in the
United States, pre-empts the state's workers compensation
act and requires Pennsylvania courts to find that Mr.
Astudillo was not an employee under the workers comp
law. Tne court said the fedeml IRCA was enacted to

prohibit employers from hiring illegal aliens and that it
placed on employers the burden of obtaining
documentation that an applicant can legally seek
employment. The court said there was nothing in the IRCA
that indicates that an individual himdby an employer in

LEGAL BRIEFS

violation of the law's provisions was not an "employee"
under federal or state law. Thus, the court said, IRCA does
not preclude an illegal alien from being considered an
"employee" for purposes of the workers compensation law.
The court afEirmed the award of benefits.

Reinforced Earth Co. vs. W:CA.B., Commonwealth
Court of Pennsylvania, April 12, 2000 (BI/04/D.-$10).

Weight of representations clarified under ERISA
Statements made by employers regarding the retirement

benefit:s an individual was due under an Employers
Retirement Income Security Act-governed plan did not
constitute an amendment of the plan, according to the 7th
U.S. Circuit Court of Appeals.

Arnold Downs was receiving the exact level of
retirement benefits to which he was entitled under the

express terms of his pension plans, but he claimed that he
deserved more. His former employer, World Color Press,
apparently told him in error that he would receive 28 years

of service credit under its ERISA plans, even though Mr.
Downs worked for the company for only 16 years. Mr.
Downs complainedthat these misrepresentations modified
one of his ERISA plans and entitled him to more benefits
than allowed under the plan's express terms. Mr. Downs

sued World Color Press in Illinois state court, seeldng to
clarify his rights under the plans. The employer had the
case removed to the federal court, and the federal trial
court ruled against Mr. Downs.

On appeal, Mr. Downs argued that his employer's oral
and wIitten representations amended the plans and
entitled him to additional benefits. The court said that the

statements made by World Color Press employees did not
constitute an amendment of the plan because oral
modification of an ERISA plan is prohibited. Airthermore,
the court pointed out that, although written modification
of an ERISA plan is permissible, a plan may be amended
only punsuant to its express terms. The court said that the
World Color Press plan provided that it could be amended
only "through action of the board of dinctors." According
to the court, Mr. Downs failed to establish that the board
of directors ratified any plan modification that would have
entitled him to additional benefits. The trial court decision

was affirmed.

Downs vs. World Cotor Press, 7th U.S. Circuit Court of
Appeals, May 25,2000 (BI/05/D.-$10). g

These abstracts were prepared by Mayo H. Stiegler.
Copies Of these decisions are available, at $10 each, by
sending a check payable to Mayo H. Stiegier, to Business
D=rance 740 Rush St., Cticago, Rt 60611-2590. Provide

the listed numberfor each opinion ordered.
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Policy combines D&0, EPL for midsize clients
NOVATO, Calif -A newly databases on usual-and-custom- formation on more than 3,000

introduced package of liability PRODUCTS & SERVICES ary charges vendors, its 270 categories include
coverages is available to small • Utilization and management drying and dehumidification ser-
and midsize businesses from treatment control parameters vices, services for counteracting
Fireman's Fund Insurance Co tures, allows employees to choose cryption software and user-au- Scott Green, president of Strat- smoke odors, salvage services,

The Management Advantage the level of coverage they want thorization codes to ensure securi- aCare, explained in a statement trauma counselors and emergency
program provides directors and and whether to purchase addi- ty announcing the new product that rentals
officers liability and employment tional options, such as alternative By using www tifeguard com users can "access StrataWare The reference iS wntten for risk
practices liability insurance cov- medicine, dental and vision care • Brokers can access a quoting with a simple Web browser and managers, claims adjusters, insur-
erage under a single policy, with "Choicelinx is all about putting engine with direct sales capabili- enter treatment plans that are au- ance agents, record managers,
limits of up to $5 million avail- critical health care benefits choic- ties tomatically loaded into the bill re- emergency personnel and others
able Buyers also have the option es back into the hands of con- • Providers can check eligibility view engine This will ensure effi- who are responsible for getting
of purchasing Internet liability sumers, where they belong," as- and access manuals clent and accurate retrospective organizations up and running af-
and/or fiduciary liability in the serts Donna K Lencki, Choice- • Employers can check eligibili- bill repricing, based on the ter disasters
program No deductible or reten- linx's chairwoman and chief exec- ty, review plans purchased for prospective treatment plan " The Disaster Recovery Yellow
tion is required, and a separate utive officer employees and access administra- The product features a graphi- Pages, which is contained in a
limit covers defense costs "We believe that providing in- tive guides and publications cal interface with drop-down three-ring binder, includes a tuto-

"More than 100,000 of the 2 mil- formation about the cost of bene- • Members can tap into "My windows, links and toolbars Re- rial on preparing disaster-recov-
lion privately held U S corpora- fits, which can be used to make Lifeguard" for personalized ports can be downloaded in a va- ery plans
tions will have a management educated choices, is m the best in- health and wellness information riety of Microsoft document for- Each copy of the Disaster Re-
claim filed against them in 2001," terest of employees They know They can also obtain benefit plan mats covery Yellow Pages costs $98,
Raye Singer, senior vp of excess their families' needs better than Information, request a Lifeguard More information is available plus $3 for shipping Copies can
and special risk at Novato, Calif - anyone else " identification card, select a pri- from StrataCare at 800-277-6512 be ordered at www disaster-
based Fireman's Fund, said in a Choicelinx's actuarial under- mary care physician and make ad- or at www stratacare com help com
statement "So the Management pinnings give employers the flexi- dress changes
Advantage coverage targets an bility to allow their employees to "The Web site has been specifi-
overall market where less than customize benefit plans at an in- cally designed to enhance cus- Online cargo insurance sales Web-based one-stop HR tool
30% have comprehensive insur- dividual level without increasing tomer satisfaction by offering SCHAUMBURG, Ill -Car- IRVINE, Calif -DrBenefits In-
ance protection for management benefit costs Employers can pur- more services online," explained goPolicy Inc has launched an In- teractive's "HR-in-a-box" appli-
clairns ' chase the system directly or sub- Karin West, prolect manager ternet product that allows policy- cation is designed to give small

The policy provides litigation scribe on a per-member, per- "According to an Ernst & Young holders to purchase open-ocean and midsize employers high-tech
services through a dedicated month basis L L P report on e-commerce cargo insurance from Chubb benefits enrollment and adminis-
claims team and pre-selected local In addition to enrollment tools, trends in managed care, leading Group tration capabilities without the
law firms It also includes legal Choicelinx also can provide Web sites offer transactional and Cargopolicy com also provides a need for a costly software invest-
reviews of employee handbooks claims tracking and payment, economic services tha: are of val- Web-based cargo insurance ad- ment
and 30 minutes of confidential le- physician service capabilities, on- ue to their customers, as well as ministration system, the Insurac- Users need only an Internet
gal advice on questions concern- line chat and e-mail features, as online information and education tive System connection and a current Web
ing management practices well as comprehensive disease Lifeguard has achieved this A user is able to complete an browser to perform their human

The Internet liability option management and wellness infer- benchmark by clearly targeting online application and receive a resource functions on an around-
covers damages to electronic mation our customer segments with spe- quote from Chubb The coverage the-clock basis, according to
property and information as well For more information, visit the cific information and,/or services includes such features as attach- David Hirschhorn, president and
as personal injury and Infringe- company's Web site, www choice of value to them " ment of risk, broadened duration chief executive officer of Irvine,
ment on copyrights, trademarks linar com of risk, automatic contingent in- Calif -based DrBenefits
and other intellectual property

Comp bill-review software surance and extra-expense cover- "This online solution allows
Additional information is avail-

Lifeguard Web portal age companies of all stages of devel-
able at www.Aremansfund com NEWPORT BEACH, Calif - The Insuractive System allows opment to benefit from an ad-

SAN JOSE, Calif -Lifeguard Makers of new bill-review soft- access to global cargo insurance vanced, Web-based HR product
Consumer-driven plan tool Inc , a San Jose, Calif -based non- ware for workers compensation information and procedures Fea- with significant built-in advan-

profit health maintenance organi- medical claims are tcuting their tures include certificate issuance, tages that eliminate the need to
MANCHESTER, N H -Em- zation, has launched a new inter- product as a technological leap shipment reporting, premium in- purchase costly software and soft-

ployers that want to implement a active Web site to give members, over similar products voicing and claims procedures ware upgrades as well as compli-
defined contribution approach to provicers, employers and brokers StrataCare, a Newport Beach, Cargopolicy com clients have cated system servers," he said
employee benefits now have an- access to several services via the Calif -based Internet bill review access to account executives and And because DrBenefits Inter-
other service provider option Internet company, said its StrataWare 3 0 can communicate online or by active also acts as an application

Choicelinx Corp of Manchester, The new Web site is modeled af- product is the first Windows- telephone service provider, it can provide
N H, has launched a new Inter- ter a shopping mall, offering cus- based and Web browser-enabled CargoPolicy Inc is a Schaum- additional security needed for
net-based program that allows tomized "storefronts" through software to perform automated burg, Ill -based independent in- sensitive human resources func-
employees to build their own which each customer group can review of nationwide workers surance agency that places cargo tions by taking this Information
unique health benefits packages access information or conduct compensation medical bills insurance Information on its In- offsite and storing itt ina Secure,
The program, among other fea- business The site also uses en- The software automatically re- ternet cargo coverage is available encrypted "file cabinet" environ-

views workers comp bills and ad- at www cargopoticy com m.ent

lusts them according to four con- DrBenefits also doesn't require
siderations

New disaster recovery guide a long-term commitment Month-

Products & Services Guide • Physician and hospital fee ly services and subscription fees
schedules that are dictated by NEWTON, Mass -An updated are based on the number of em-
state guidelines for workers comp edition of the Disaster Recovery ployees that use the application,

To place your ad, contact Irais Amleshi medical care Yellow Pages is available from and employers can contract on a
• Physician and hospital fee The Systems Audit Group month-to-month basis

Phone: (312) 649-5340 Fax: (312) 649-7937 discounts contained in specific The 350-page sourcebook has For more information, visit the

preferred provider organization been compiled to help users locate company's Web site, www drbene-
E-Mail: iamleshi@crain.com agreements recovery services in the United fzts com, or contact Mr

• Information contained in States and Canada It contains in- Hirschhorn at 949-225-1115 
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available for a one-year access fee of $80 for subscribers Business
Check Out Our Dental Plans Business to W magazine band $120 for non-subscribers.
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/NTERNATIONAL
GLOBAL BRIEFS

Transatlantic Reinsurance Co., a sub-

sidiary of Transatlantic Holdings Inc., has
acquired a 40% stake in Kuwait Reinsur-
ance Co. Transatlantic Reinsurance is pay-
ing $30 million for the share in Kuwait
Reinsurance, which primarily provides
property, casualty and life reinsurance to
clients in Middle Eastern and North

African markets....Groupama Commercial
Insurances, a United Kingdom unit of
Paris-based insurer Groupama, has started
offering business clients coverage against a
wide range of e-commerce risks. Coverage
includes infringement of intellectual prop-
erty rights, breach of confidence and
defamation, all with aggregate limits of £2
million ($3.0 million); loss of documents,
with an aggregate limit of £100,000
($150,290); and business interruption
caused by disruption to Internet services,
with a limit of up to £250,000
($375,725)....Rating agency Standard &
Poor's Corp. has assigned an A long-term
counterparty credit and insurer financial
strength rating to Austrian insurer UN[QA
Versicherungen A.G., but with a negative
outlook. S&P said the rating is based on the
insurer's "core strategic role within the Vi-
enna-based UNIQA insurance group, its
very strong business position in the Austri-
an insurance market and the strong capi-
talization at a group level." Offsetting
these, though, are UNIQA's lackluster
earnings and concerns about the group's
ability to achieve a turnaround, said
S&P....Amlin P.L.C., a leading insurance
company within Lloyd's of London, has se-
cured £50 million ($75.1 million) of syndi-
cated bank letters of credit to support its
growth in underwriting. Amlin said its un-
derwriting capacity for 2001 is 28% greater
than in 2000....Claude Brunet will join
Paris-based AXA Group on April 2 as
group executive vp-operations and a mem-
ber of the AXA executive committee. Pre-

viously, Mr. Brunet was chairman and
chief executive officer of Ford France, a
subsidiary of automaker Ford Motor
Co....Peter Neville, currently general man-
ager of the regulatory division of Lloyd's of
London, has been appointed director gen-
eral at the Guernsey Financial Services
Commission, beginning in March.
Guernsey, in the Channel Islands, is the
leading domicile for insurance captives in
Europe....British Airways P.L.C. is issuing
warnings to long-distance air passengers
about the risks of potentially fatal blood
clots, or deep-vein thrombosis. The warn-
ings are in leaflets distributed with airline
tickets, and they caution about the poten-
tial danger to blood circulation of sitting
for long periods....Britain's largest inde-
pendent insurance broker, London-based
Willis Group Ltd., has acquired a control-
ling interest in SUMA Corredores de Se-
guros, Colombia's second4argest insurance
broker. SUMA is a full-service professional
risk manager and retail insurance broker
with five offices throughout Colombia. Joe
MeSweeny, CEO of Willis International
Holdings, said the acquisition will consoli-
date the broker's position in the growth
markets of Latin America and is part of
Willis' commitment to strengthening its in-
ternational network....Japanese insurers
Tokio Marine & Fire Insurance Co. Ltd.,
Nichido Fire & Marine Insurance Co. Ltd.

and Asahi Mutual Life Insurance Co. an-

nounced further progress last week in their
plans to merge. Tokio Marine & Fire and
Nichido Fire & Marine intend to merge in
April 2002, with Asahi joining them in
2004. The merger plans were first unveiled
last September, part of the large-scale con-
solidation of Japanese insurers following
deregulation in 1998 and subsequent fail-
uresby a number of insurers in 2000....Un-
derwriting agents Cotesworth & Co. Ltd.
has received approval from Lloyd's of Lon-
don to merge marine syndicate 228 into its
marine syndicate 535, where the active un-
derwriter is Graham Davies. Lloyd's has
also approved the merger of Cotesworth's
non-marine syndicate 1069 into its non-
marine syndicate 1688, where the active
underwriter is Harvey Simons.
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Pension red tape under fire
U.K. regulations may hinder growth of private pensions, warns NAPF

By SARAH VEYSEY

Growing regulatory con-
straints are making the adminis-
tration of occupational pensions
much more difficult for employ-
ers, according to a recent survey
by the United Kingdom's Na-
tional Assn. of Pension Funds.

"Pension schemes continue to

struggle under the burden of red
tape," said David Cranston, di-
rector general of the NAPF,
which is based in London. "But

despite this, employers want to
and are willing to provide pen-
sions....Employers are keen and
see it as a good employee bene-
fit," he added. But he said that

while the NAPF supports the
U.K. government's goal of shift-
ing the bulk of pension benefits

to be provided by the private
from the public sector, there
would need to be a reduction in

the red tape involved in admin-
istering pension plans for this to
take place.

When the Labour Party took
power in 1997, one of its goals
was to shift the source of pen-
sion benefits. At the time, 60%
of all pensions were provided by
the state, with the private sector
contributing 40%.

The London-based NAPF last

fall received responses to its sur-
vey from 501 of its members,
who are pension managers and
service providers.

The vast majority of respon-
dents, 94%, said they felt that
providing occupational plans
requires more company re-

Lloyd's capacity
increases 10%

for 2001 writings
By EDWIN UNSWORTH

LONDON-Lloyd's of Lon-
don has increased its premium
capacity by about 10%, to
£11.06 billion ($16.62 billion),
for 2001, the largest annual in-
crease since 1994.

Lloyd's Chairman Sax Riley,

LLOYD'S

who succeeded Max Taylor at

the beginning of this year, said
the increase shows "a consider-

able vote of confidence in the

market's strength."
"This significant increase

demonstrates clear expecta-
tions that the market's perfor-
mance will improve during
2001," Mr. Riley said. "With
rates hardening in many sectors
and syndicates reporting a
healthy renewal season, all the
vital signs are good."

The expansion came from in-
creased investment commit-

ment by corporate members-
up 12.8%, to £9.09 billion
($13.66 billion).

Meanwhile, investment by in-
dividual names dipped slightly
to £1.95 billion ($2.93 billion)
from £2.00 billion ($3.01 bil-
lion).

Three new syndicates have
started up to write business in
2001, bringing the total number
of syndicates to 108.

The new syndicates are:
• 2791, run by Managing

Agency Partners Underwriting
Ltd. and offering multiple lines
of insurance and reinsurance,
with capacity of $209.5 million.

• 2010, managed by Cathe-
dral Underwriting Ltd. and
writing aviation and property
reinsurance, with capacity of
$121.5 million.

• 2607, operated by Cree-
church Underwriting Ltd. and
insuring accident and health
risks, with S23.4 million of ca-

pacity.
In addition, several existing

syndicates have increased their
underwriting capacity for 2001.
They include:

• 2001, managed by Amlin
Underwriting Ltd., up £151
million ($226.9 million) to £575
million ($864.1 million I.

See Lloyd's on page 19

sources now than it did five

years ago. And 90% of respon-
dents said the provision and
management of occupational
plans would become more diffi-
cult over the next five years and
would require more company
resources. Almost half of all re-

spondents, 44%, said they felt
that "a lot more" resources

would be needed.

Respondents then were asked
why they felt this way about the
future. The two most common

responses, making up 64% of
the total, were "increased legis-
lation" and "more complex leg-
islation."

"The picture is clear. It has
become increasingly difficult for
employers to provide good occu-
pational schemes, and the future

is likely to add to, not reduce,
employers' woes," the NAPF
said in a report accompanying
the survey results. "Pension
funds are drowning under a
mass of red tape-much of it un-
necessary."

Mr. Cranston cited a new law

on the treatment of pensions in
divorce cases as one of the

thorniest problems that pro-
viders of employee pension
plans face. Under the new law, a
judge can earmark a portion
of an employee's pension to be
set aside for his or her spouse,
creating what amounts to a sep-
arate pension. Before the change
in the law, a spouse could
receive only a lump sum and got
nothing if the former partner

See NAPF on page 19

U.K. insurers

predict growth
despite pricing

By SARAH VEYSEY

Despite rate increases for
most insurance buyers, the
U.K. property/casualty in-
surance industry anticipates
significant growth in the
volume of business it writes

in the near future, according
to a survey by the Confeder-
ation of British Industry and
London-based accounting
firm PricewaterhouseCoop-
ers.

Approximately 40% of
U.K. property/casualty in-
surers surveyed in December
2000 said they were more
optimistic about the overall
business situation than they
had been in the previous
quarter.

The survey weighted re-
sponses based on the per-
centage of respondents re-
plying "more," "above nor-
mal" or "up" to each ques-
tion vs. those responding
'less, ""below normal" or

"do wn."

The 20 U.K. property/ca-
sualty insurers that were

surveyed reported that the
value and volume of their

business were up in the last
quarter of last year, taking
into account seasonal varia-

tions. After weighting, 73 %
said that both the value and

volume of their business

were up, according to the
CBI.

Furthermore, the insurers

reported that they believe
the higher rates are unlikely
to discourage buyers. Sixty
percent said they were opti-
mistie about trends in the

volume of business for the

next three months.

Another 60% said they ex-
pected the overall profitabil-
ity of their business to rise
over the next three months-

the sharpest expected rise
since June 1999, according
to the CBI.

"There is a high level of
optimism in the general in-
surance sector," said Ian

Dilks, an insurance partner
at PricewaterhouseCoopers
in London. "Present volumes

See Outlook on next page
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Mobil Oil Australia faces a class-action lawsuit for damages al-

By DAMIEN TOMLINSON
and KATE TILLEY

MELBOURNE, Australia-Mo-
bil Oil Australia Ltd. is seeking to
have a class-action suit involving
contaminated airplane fuel heard
in Australia's federal court.

Mobil will present its case to
Australia's High Court on Feb. 16.
The company maintains that the
Victorian Supreme Court, the
current venue for the dispute,
does not have jurisdiction over the
matter, which was launched after
contaminated fuel supplied by the
company grounded 5,000 light
planes in December 1999, said

Alan Bailey, manager of corpo-
rate affairs for Mobil Oil Aus-

tralia. Mobil is a subsidiary of
Melbourne. Australia-based

Exxon-Mobil Pty. Ltd.
Of the 5,000 aircraft inspected,

a Civil Aviation Safety Authority
survey found 1,407 were affected
by tainted fuel. Canberra-based
CASA is Australia's federal avia-

tion regulator.
Mobil will argue that, despite

the recent enactment of legisla-
tion affirming the Victorian
Supreme Court's ability to hear
class-action suits and a ruling in
the case from the Victorian Court

of Appeal, the state court is not
the appropriate venue for a case
that involves nationwide claim-
ants.

Previously, all class-action suits
had to be heard in federal court.

But on Nov. 23, the Victorian Par-
liament voted in favor of a law to

Rep Mnhil nn onnp 1 Q
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Outlook as "quite dramatic-the lowest m vey's history, perhaps reflecting the insurance brokers surveyed by the ness is spreading across the finan-
10 years " He suggested that cllsci- impact of the recent flooding," the CBI This bullishness was a result of cial services sector but is growing at
phne in the market as it begins to report's authors said "The value of the upward trends in property/ca- a slower rate than many companies

Continued from prevlous page turn has reduced concerns about insurance claims is expected to sualty insurance, Mr Dilks said expected," said Sadhir Junankar,
are higher than expected The domestic competition grow much more moderately m the "Broking has been very positive be- associate director of economics at
trends are good for volume and val- "The upswing of the cycle at the next three months " cause of the positij e feelmg in gen- the CBI
ue Companies are benefiting from present time probably means there Mr Dilks described this growth eral insurance," he said There are concerns about SeCUI"1-

a marked upturn in general insur- is still discipline m the market and m claims as somewhat disappoint- Mr Dilks noted that brokers ex- ty and the speed at which the Inter-
ance " companies are pushing through.ate ing, though he noted that one effect pect to continue to recruit new staff net operates and concerns about

Property/casualty insurers cited increases, as opposed to taking ad- of the recent storm damage m the and spend more in the area of infor- getting qualified staff," Mr Ju-
domestic competition as the major vantage of the rate increases to un- United Kmgdom may be to intro- mation technology "Remember," nankar said "Many financial ser-
constraint on their business dercut and gain market share," he duce more restraint into the market he said, "insurance brokers seemed vices companies are lookmg at inte-
prospects for the coming year, said "There has been a marked "It is a sweeping statement, but to be lagging everyone 12 months gratlng e-business-there is a tran-
though the relative importance of slowdown in the concerns over do- claims tend to be driven up in times ago" sition from the whiz-bang-from
domestic competition as a con- mestic competition There is more of recession So the growth in According to the survey, 29% the suits at the front and the pony-
straint had fallen to the lowest level discipline in the market, and there claims is, in some ways, disappoint- said they will recruit more staff in tails behind-to (the Internet) be-
ever recorded m the quarterly sur- have been changes m the market ing, but it is probably because of the next three months and 36% said coming much more mainstream "
vey, the CBI noted Forty-seven since the last upturn For example, the storms But this probably helps they will increase spending on
percent of the insurers cited domes- now there are a number of very big discipline in the market," he said training Copies of the most-recent finan-
tic competition as a constraint for players " "No one will slash rates if there lS Property/casualty Insurers, along c:al services survey by the Confed-
the fourth quarter of 2000, com- Fully 93% of the insurers report- concern over claims And there is a with other financial services firms, eration of British Industry are
pared with 81% in the previous ed an increase in the value of claims risk that there are more claims to will now seek to increase their In- available from CBI Pubt:cations
quarter and 99% the quarter before in the last quarter "The value ofin- come" from the bad weather, he ternet activity, the CBI survey re- Sates, telephone 44-207-395-80-71,
that surance claims rose very sharply said ported fax 44-207-497-36-46, e-mail pub-

Mr Dilks described this statistic and at the fastest rate in the sur- There was also optimism among "The messages are that e-busi- sates@cbt Org uk
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NY MGA seeks home for $17Texas County Mutual, Confidentiality Successful insurance related orgainzation $15 Mil book of NY/NJ/PA Real
Mil Property book of business. • Risk Managementagreements will be required as is a seeks to acquire majority interest in Estate Biz seeks home. Priced: 11/10€ PY*wionals . Insurance Brokeragequalified buyer Reply to Business insurance agency with current book of $100-$150 per Unit with excellent Brick or betterr const Profitable

h*st,re Their Careets • RMIS TechnologyInsurance, Box 3141, 740 N Rush Street, environmental business
Loss Ratio. Please reply to: book NY/NJ/PA Begins renewing

Chicago, IL 60611-2590 Management will remain in place March 1st Please respond to • Safety & Loss Control
Principals only-all replies will be held m Business Insurance, Box 3140 Business Insurance, Box 3143 • Claims Management
strictest confidence Reply to Business 740 North Rush Street, Chicago

Fax your ad to 740 North Rush Street
Insurance Box 3146, 740 North Rush Street Illinois 60611-2590 Executive · Risk Management Consulting

Chicago, Illinois 60611-2590312-649-7937 Chicago, Illinois 60611-2590 15 james Street, Main Level,

@nfl,ilifiR [1[lilli!)2{millii® ' 1* f: rgioxpf:/Rami&90
Recruiters Florham Park, Nl 07932

Call 973-765-9000
Fax 973-765-9009

Nationwide Also Ask About Our

Temporary Opportunities
IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS KEY STRATEGIES, LLC RICHARD MEYERS

COUNTY DEPARTMENT, CHANCERY DIVISION Mike Tannenbaum Barry Citron Lee Burrows www.nnaknc.com 2 ASSOCIATES. INC.

IN THE MATTER OF THE REHABILITATION OF )
CENTAUR INSURANCE COMPANY ) No 87 018615 Risk Management Recruiting * _.Z.

1 I JETS,formor/Fil#11 ,··· 1. !113Lif1!!4*)·
NOTICE OF CLAIM FILING DEADLINE AND PROCEDURES Career Coaching
PLEASE TAKE NOTICE, thal on December 8,2000, the Circuit Coun of Cook

County, Illinois, entered an Order Appmving Second Revised Plan of Rehabi|Itation to[ Centaur "The Risk Management Career Experts!" RISK MANAGEMEnrr COORDINATOR
Insurance Company, In Rehabilitalion ("Centaur) On December 8,2000, the Circuil Court also

Arthur Andersen LLP, the leading international profemonal servicesentered an Order Appmving Claim Filing Procedures [espeding Centaur
TAKE FURTHER NOTICE, that, pulsuant to the Second Revised Plan 01 1-Zstrotegies 100 Eagle Rock Ave. Ph. 973-887-2300 firm, currently has an excellent opportunity m our Global Insurance Risk

U.c »=E. Hanover, NJ 07936 Fax 973-8874334 Management Depanment for a Risk Management Coordinator
Rehabilitation and the Order Approving Claim Filing Procedures, all rights and habiltties of Centaur

Reer#re • Cor,$„)ra • Coodiv,g
and its policyholders, cred,tors and stockholdets, and all other persons interested In its properly or 1 w,w:keystrategies.com The selected individual will provide technical support for the Risk

Management database, coordinate Insurance certificate and auto ID programs,assets, are fixed as of December 8,2000, unless otherwise provided m pflor or lurthetorders of the - -
participate m the contract review process, maintain hles and the insuranceCollfi matrDIOTTO,/B

TAKE FURTHER NOTICE, thai allpersons and entities who have, or may have, claims *p-B policy register, and update current insurance policy hles

=' This professional must have a minimum of 3 years experience working for
against Centauf Its property or assets, or against a Centaur insured or poticyholder, shall have the '- an insurer, broker, and/or risk management department as well as a
fight to present and file with the Rehabilitator of Centaur ("the Rehabmlatof") Proper proofs Of claim Senior Insurance Executive Insurance willingness to learn both Risk Management functions and basic accounting as
on of before March 30,2001 We are seeking a senior executive for a Commercial Lines Underwriter it relates to the position An Associates degree ts required Bachelor's ts

TAKE FURTHER NOTICE, mal any insured undef an insurance policy issued by property and casualty insurance company - Metro NYC - preferred
The position is in financial administrationCentaur shall have the right to present and lile with the Rehabililator a proper proof of claim setting at the Senior Vice-President level The Financially strong/growing commercial We offer a competitive salary and comprehensive benefits package For

forth a contingent claim on or before March 30,2001 at 430pm (C ST) No contingent claim person in this position has onsite P/C operation is recruiting for a seasoned immediate consideration, please forward your resume and salary history to
shall be allowed fof purposes of pafticipating many dIstributionolestaleassels thatmay bemade responsibility for overseeing the fiscal production/quality oriented commercial Arthur Andersen LLP, 33 West Monroe, Route Code 1106,
atihefourth priority level, 215 ILCS 5/205(1)(d), unless suchclatmhasbeen liquidated andthe and operational functions including hnes underwriter with Metro NYC Job Code NTGNMSNTLD, Chicago, IL 60603 Fax (312) 4624359
insured claimant has presented and hled evidence of payment of such claim to the Rehabllitator on claims management and resinsurance experience Peducer following a plus
or belore October 1,2001 al 43)pm (CDT) Any contingent claim lorwhicha proper proof of accounting of the company These services 1-

will be provided in conjunction and Attractive compensation
claim is filed on or before March 30, 2001 at 4 30 p m (C S T ), but which ts not liquidaled on of

cooperaticn with company senior and benefits package.
before Oclober 1,2001 at 4 30 p m (C D T ). may be estimated pursuant to 215 ILCS 5/209(4)(b) executives and on behalf of policyholders Reply in confidence to 55 -Ii
lor purposes of patilcipallng m any distnbution of estate assets that may be made at the Itlth priority and other creditors This position requires
level, 215 ILCS 5/205(1)(e), unless otherwise directed by the Coutt an experienced leader and financial Business Insurance

executive with appropriate property and Box 3147,740 North Rush Street
TAKE FURTHER NOTICE, thai the form and required contents of all pmots 01 claims casualty insurance industry experience Chicago, IL 60611-2590 P&C BROKER SALES DIRECTOR / MANAGER

ate described m 215 ILCS 5/209 Proots of claim may be obtained by submitting arequest m The person m thts position should be -,
miting to the Rehabilitator al 222 Memhandise Mad Plaza, Suite 1450, Chicago, Illmols 60654 energetic and creative with high Exciting opportunity with a dynamic, recently purchased Phoenix Insurance P&C
Telephone requests will notbeaccepted bythe Rehabilitator Proofs of claim, along with supporting ethical standards and an appropriate Publishing January 22 in Brokerage Firm
documentation, am to be Illed with the Rehabilitatorattheaforementioned address A proolof claim professional image In addition, the
shall be deemed "filed" with the Rehabilitatof upon the Rehabilitator's receipt thereof The person must have sound technical skills, Business insurance This position will report directly to the CEO and will be responsible for all new
Rehabilitator reserves the right to require such additional information with respect to any claim Illed analytical ability, good judgment and and renewal sales production, net growth of agency book, support and

strong operational focus A team player
with him as he may deem necessary The Rehabililator further reserves any and all defenses with excellent communication skills and Benefits: guidance for the current production team, hiring, developing and coaching new

producers, creation of new program sales opportunities, relationshipavailable to Centaufuponall filed claims Allpmots of claim must beduly swom tobelofean whoiswellorganized andself directed inipro, ing Qualitv
officer authorized to take oaths development with insurance carriers, and monitoring sales activities of entireEducational requirements for this job Directon:
THE LAST DATE FOR THE FILING OF PROOFS OF CLAIM WITH THE REHABILITATOR IS SET include a Master's degree (MBA) and/or company.

CAe U.magementFORTH ABOVE NO PERSONS OR ENTITIES HAVING OR CLAIMING TO HAVE ANY CLAIMS CPA or CPCU or equivalent minimum of
As an employee owned company this executive would be given an opportunity

AGAINST CENTAUR INSURANCE COMPANY, OR ITS POUCYHOLDERS, SHALL PARTICIPATE IN ten years related experience and/or Se' / 1 CCS

training, or equivalent comb nation of for equity ownership in the company, 401K plan, participation m profits basedANY DISTRIBUTION OF THE ASSETS OF THE COMPANY, UNLESS SUCH CLAIMS ARE Closing Januar, 16education and exper ence
PROPERLY FILED WITH THE REHABILITATOR ON OR BEFORE MARCH 30, 2001 AT 4 30 P M on total company profits, bonus based on meeting production goals and
(CST) Resumes and salary history must be overrides on renewal book of house business and a complete benefit package

submitted by January 31,2001 to Business Call now to reserve
Cathleen M Travis Insurance, Box 3145, 740 North Rush Please send resume to PO Box 55240, Phoenix, AZ 85078-5240your ad spacel
Special Deputy Receiver Street, Chicago, Illinois 60611-2590

(312)649-5340 or Fax to (602) 494-1175 • email Guylabelle@aibrokers.net
Equal Oppcrtunity Employer/M/F/D
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Lloyd's milhon) to £215 milhon ($323 1 mil- "Certainly," Mr Mann said, "the NAPF sored pension plans Twice as long
hon) signs are much more positive than as the Bible, the Pensions Act Intro-

• 2020, managed by Welhngton they have been for some considerable duced myriad regulations govern-
Continued from page 17 Underwnting Agencies Ltd, up £70 time " Continued from page 17 ing pension plans, including the

• 435, managed by DP Mann Un- milhon ($105 2 milhon) to £500 mil- Andrew Beazley, managing direc- remamed or died minimum funding requirement
derwntlng Agency Ltd, up £143 mil- hon ($751 4 milhon) tor of Beazley Furlonge, expressed a "The rules are so complicated That rule, which requires occupa-
Lion ($214 9 milhon) to £400 milhon Commentmg on the increased ca- similar view that several law firms didn't even tional pension plans to undergo
($601 1 milhon) pacity of syndicate 435, DP Mann "We are expenencmg greater de- know" what to do, said Chris Ar- regular actuarial audits, aims to en-

• 2488, managed by ACE Global Chairman David Mann said that, af- mand for products ansmg out of the mitage, pension manager at Uniq sure that a plan could meet its obli-
Markets Ltd ,up £125 milhon ($1878 ter havmg remained static for several growth of service industnes spurred PL C and council member of the gations should it be terminated
nullion) to £725 milhon ($108 bil- years, capacity has increased in 2001 by sectors such as technology," Mr NAPF The majority of respondents said
[lon) because of a market correction and Beazley said "This is creating a raft Mr Armitage also pointed out that their organizations would be

• 623, managed by Beazley Fur- "cautious optimism that 2001 wall see of new buyers for products like errors that 20% of private pension plan hmdered If the government were to
[onge Ltd , up £90 million ($135 2 a greaterdemand forourproducts " and omissions cover" m respondents and 31% of public follow through on a proposal to

pension plan respondents said they raise to 55 from 50 the minimum
had had difficulty complying with age at which a member could draw

Mobil could be heard in the Victorian exclude themselves, they remam pension allocation orders m divorce his or her pension Of respondents
Supreme Court It is that decision part of the action When class mem- cases Of these, 73% of plan man- running private plans, 60% said
that Mobil is seekmg to challenge in bers in the Mobil case receive their agers said the reason for the diffi- that raising the minimum age

Continued from page 17 the High Court Under Australian notices-delivery is expected early culty was that the new rules were would be a hindrance, as did 799/0
legitimize the Supreme Court of Vic- court rules, there is no automatic this year-they will have until impossible to implement of public plan respondents Man-
toria's ability to hear class actions right to appeal to the High Court, March 21 to opt out of the suit Mr Armitage said that pension agers of defined-contribution plans
rhe court has had its rules in place the High Court wlll hear Mobil's ap- So far, the Supreme Court case managers' ability to run plans has also cited this as a concern, with
smce the beginning of 2000, and phcation and then decide whether to continues despite Mobil's challenge been hindered by the rash of U K 64% saying an increase in the mini-
their constitutional vahdity has been hear the full appeal Mobil has until Jan 19 to file its de- mum age would hinder their orga-
tested, but not clarified, in court Sydney, Australla-based plaintiffs fense with the Victorian court But mzations' activities

Parhament decided to circumvent law firm Slater & Gordon, which is lawyers involved in the case said
'Nothing will stop

Only 1% of respondents from pri-
any court challenges by implement- representing the plamtiff class, is they expect the court will adjourn vate plans and no respondents from

mg the new law allowing the seeking up to $100 million Aus- the case after the defense is files, people making money public plans said they intended to
Supreme Court to hear the class ac- tralian ($55 8 milhon) m compensa- pending the High Court's decision

out of pension schemes replace any of their existing pen-
tion cases Mr Bailey said, however, tion for physical loss, economic loss, Meanwhile, Mobil continues to mon plans with a stakeholder plan
that Mobil is concerned that if the and loss of opportumty to earn in- settle claims out of court To date, it if they really want to,' when that option becomes avail-
case were to proceed m the Victonan come, as well as damages for lost has paid out more than $19 7 rmlhon says Chris Armitage. able in April Stakeholder pensions
Supreme Court, the court's rulmg reputation and mental distress, for Australlan ($11 0 milhon), Mr Bai- are retirement savings plans that
could later be overturned by virtue its claimants Another Sydney law ley said Claimants who accept Mo- individuals can create, unlike state
of the lunsdidional issue firm, Maunce Blackburn Cashman, bil's compensation offer must waive or employer-provided group pen-

"It would be a big waste of court had considered brmgmg a separate their nghts to bring legal action pension regulations introduced af- sions
time and costs if the case went ahead class action, but has combined ltS agamst the company ter the Mirror Group scandal of the As part of the government's drive
m this jurisdiction only to be chal- plaintiffs with Slater & Gordon's to Melbourne-based Tasfast Air 1990$, in which the late media ty- to shift pension provision to the
[enged on vahdity of lunsdiction lat- avoid having two cases proceeding Freight Pty Ltd is currently the coon Robert Maxwell plundered private sector, all employers with
er," Mr Bailey said "Despite the simultaneously lead claimant in the case The origi- the assets in his companies' pension flve or more employees must ensure
Victorian government legislating Attorneys for Slater & Gordon nal lead claimant, Melbourne-based funds that their workers have access to a

that the court can hear class actions, could not say how many claimants Schutt Flying School, recently set- "Everything we do seems to be low-cost stakeholder pension
there is still sufficient doubt that the would participate in the suit, be- tled its claim Neither Mobil nor connected to what Maxwell did 10 plan-charges must be 1 % or less
court can rule on behalf of other cause members of the class-which Schutt would disclose the terms of years ago But nothing will stop of the fund's total value-or better
states," he said compnses aircraft owners, operators the settlement, saying there was a people making money out of pen- or equivalent occupational pension

"Our alm is to achieve clarity If and pnots who suffered losses as a confidentialtty agreement sion schemes if they really want Mr Armitage said that this came as
the case does proceed in the result of the contamination-have The matter first arose m Decem- to," he said "It doesn't help us to no surprise to him "Most employ-
Supreme Court, we Just want to not yet received their "opt-out" no- ber 1999, when hght plane operators run pension funds, it makes it hard- ers have good schemes already," he
make sure there can be no challenge tices reported rough-runnmg englnes and er, and it doesn't make it safer " said

as to the court's vahdity," Mr Bailey Under Australian federal law and loss of power CASA grounded all In the wake of the Maxwell scan-
said Victorian law, when a class-action piston-engine planes and ordered dal, the U K government intro- To order copies of the report con-

In June, the Victorian Court of SUlt lS filed, a definition of the that they be mspected for the pres- duced the 1995 Pensions Act, which tact Sue Dean at the NAPF, 44-207-
Appeal ruled m a 3-2 decision that claimants is tendered, unless poten- ence of a fuel residue thought to set out stringent rules on the ad- 808-1300, faz 44-207-222-7585, e-
the class-action suit against Mobil tial claimants who fit the definition have caused the problems m ministration of employer-spon- mad sue dean@napf co uk

Texas interest at the University of Texas in neonatologists in the case, who was compliance with the parents' re-
The court's decision says resolv- Austin, said the majority opinion is deposed but was not a defendant quest that no extraheroic measures

ing the issue of HCA's liability re- "really a very important decision HCA was also supported by the be taken
Continued from page 3 quires finding "a luncture between for hospitals and doctors and Greater Houston Society for Mr MeQuame said that, while
held, it would have created signifi- three fundamental but competing health insurers " If hospitals are to Healthcare Risk Management, there is no question Sidney would
cant problems for hospitals and legal and pohcy interests" parents' be held liable for resuscitating an which, in an amicus brief, said that have died without the medical pro-
medical providers, which would right to consent to their children's infant against the parents' wishes, the state has an Interest in uphold- cedures, no one knew whether she
have been torn between saving medical care, parents' legal duty to they risk "a very large malpractice ing the medical profession's desire would be severely impaired
lives and risking liability provide needed medical care to judgment," Mr Robertson said "to act affirmatively to save life "I am very sympathetic to the

According to the decision, Karla their children, and the state's legal Yet denying treatment means without fear of civilhability " Miller family for the tragedy that
Miller was just 23 weeks pregnant and policy interest in guarding mi- However, the Millers' attorney, has befallen them, but we can't al-
when she was admitted to Wom- nors' well-being, even if this re- Michael Sydow, of Verner, Lipfert, low these difficult circumstances
an's Hospital in August 1990 with quires limiting parents' freedom The trial results 'were not Bernhard, MePherson & Hand m to force doctors and hospitals to
premature labor pains When doc- and authority over their children Houston, said "the central issue in withhold care that can be provid-
tors informed the Millers that if the As a general rule, parents have just and would have set this case was whether or not par- ed" m order to avoid the potential
baby were born alive and survived no nght to refuse urgently needed a very unworkable legal ents have a right to refuse experi- outcome of a child surviving but
she would suffer severe impair- life-sustaining medical treatment Inental medical care on their chil- with impairments, Mr MeQuarrie
ments, the parents asked that no for their non-terminally 111 chil- precedent,' says Scott dren " said

heroic measures be performed af- dren, says the court, although "a McQuarrie. Mr Sydow said the parents were Alan Meisel, a professor at the
ter her birth compelling argument can be made told that if no procedures were University of Pittsburgh law

The attending obstetrician con- to carve out an exception for in- performed, Sidney would have had school, who is an expert in the area
cluded, though, that medical staff fants born so prematurely and in an equal chance of either dying or of medical ethics, said that, while
members were obligated by law such poor condition that sustain- "they're violating the duty to pro- leading a normal life But the ex- there have been other lawsuits on
and by hospital policy to adminis- ing their life, even if medically pos- tect the interests of children, even perimental procedures, while vir- this issue, he knows of none that
ter resuscitative procedures even sible, cannot be justified " disabled children," he said tually assuring her survival also has reached the appellate level
without the parents' consent if the But the decision adds that the Attorney Shannon H Ratliff, of virtually guaranteed she would Mary Anne Bobinski, director of
newborn weighed more than 500 court does not have this alterna- Austm-based MaGmnis, Lochridge have serious disabilities, Mr the Health Law and Policy Insti-
grams, or about 1 1 pounds They tive, both because "a sufficient & Kilgore, who represented HCA Sydow said He said these proce- tute at the University of Houston
did so after Sidney was born record does not exist in this case in the case, said the trial court's dures included the administration Law Center, said, "The unique
weighing about 14 pounds where to 'draw the hne' for such an outcome had put the health care of steroids and the application of thing about this case is that the

The parents sued, saying HCA exception" and because "it is not professionals involved "in an al- "extraordinarily high" pressures hospital gave treatment to the
was vicariously liable for the hos- within the province of an mterme- most-impossible situation " The on the ventilation equipment used child over the parents' objections
pital's actions in treating Sidney diate appellate court to, in effect, staff believed it was correctly ful- to help her breathe and did not seek a court order, and
without consent and for having a legislate in this manner " filling its ethical responsibilities But John S Serpe of MeFall, we have a court decision saying
pohcy that.mandated resuscitation The majority also ruled that a and was, obviously, "greatly dis- Sherwood & Sheehy in Houston, that was permissible "
for newborn infants weighing more court order had not been necessary turbed by the court verdict," he who represented HCA, said Sidney
than 500 grams They also claimed to overnde the parents' refusal of said received only standard treatment, HCA Inc, HCA-Hosyntal Corp of
the hospital was directly liable for consent to treatment In his dis- Likewise, health care attorney including "the kind of resuscita- Amenca, Hospital Corp of Amen-
failing to have policies to prevent sent, though, Justice Maurice Scott McQuarrie of Fulbright & tion care any newborn Infant ca, and Columbia/HCA Heattheare
such treatment without consent Amidei said a court order was Jaworski in Houston said, "clearly, would get anywhere " Expert testi- Corp, Appettants vs Szdney Ains-

In 1998, a jury awarded the par- needed This "would have provided the results after trial in this case mony at the trial confirmed this, he tey Mitter, by and through her next
ents the $60 4 million That an impartial tribunal without any was not just and would have set a said Mr Serpe also noted that, be- fnend, Karla H Miter and Karla
amount included $29 4 million for conflict of interest or appearance very unworkable legal precedent cause Sidney had a heartbeat and H Mitter and J Mark Mitter, Indi-
past and future medical expenses, of conflict to decide the manner," for doctors and hospitals in an ad- did not require cardiopulmonary viduatty, Appettees, 14th Court Of
$13 5 million in punitive damages Justice Amidei wrote mittedly very difficult area " Mr resuscitation to live, the neonatolo- Appeals, Texas, No 14-98-005892-
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Behavior changes " preventing. Envisionworks recently unvelled its said of the insurers "A lot of them tie
The enneagram also helps workens The center, he said, teaches employ- Organizational Civlhty Index, a tool lt to the crime and/or ladnap and ran-

understand how to deal with others ers "how to identify the emergence of based on seven years of research, that som coverage I'm not a big advocateContinued from page 3 who are under stress "We know that aggression" so that confhct can be measures behavior in the workplace of combining it"
sonallty type For example, point one the last thing you want to do to any- avoided It is based on a confidential survey When the workplace violence cover-
sigmfies an mdividual who is a "per- one under stress is become judgmen- The tool offered by the center is a that takes employees about 20 min- age is combined with others, "there's
fector," with the charactenstics of be- tal," Ms Goodwin said "We glve tlps 16-hour course on the "aggression utes to completeandpmpoints partic- anaggregate-limit issue," Mr Taffae
ing principled, orderly, controlling and tools" to use in deallng with such continuum," a diagram that helps em- ular civlhty problems and the orgam- noted And, he said, the risk is "very
and ethical Point two is a supporter, situations, she added ployers .dentrfy the emergence of ag- zational levels where they are occur- different" from the others "I think itand is caring, emphatic, self-sacnfic- Project management also benefits gression "It's a graphic that demon- rIng within an organization The abill- should be priced according to the nsk
ing and possessive Other points repre- from this method of identifying char- stiates that aggression is made up of ty to identify areas where incivillty is and underwntten on a dedicated con-
sent personalities desctibed as achiev- acter types, Ms Goodwin noted The parts," Mr Byrnes explained Identl- takmg place ls Important because se- tract "
er/ motivator, artist, observer, trou- nlor management often is unaware Mr Taffae said employers consider-bleshooter, Innovator, leader and fa- that problems east, according to Mr ing insurance for workplace violencecilitator

Schmdt said exposures should consider whether a"Every pomt J equal distance to the 'If you wait for conflict, sooner or later you He stressed that Envlsionworks s m pollcy covers vanous losses "Eachcenter of the circle," symbolizing the business of ident*ng the behav- contract is very diferent," he warned,equahty, said Ms Goodwin "One are going to get violence. There's going to
ior Changing such behavior, however, and while no single pollcy likely wulpomt is no better than the other " be somebody who doesn't communicate requires the help of psychological pro- cover all the bases, there are severalEmployees are gwen a test to deter- fessionals, Mr Schmidt said "We glve things to examinemine where they fall on the diagram verbally, but physically,' says John Byrnes. statistical proof that lS hard to lg- Legal hability costs, mcluding anyand personality type is identified by nore," he noted "There are a lot of settlement amounts, should be a partthat posihon, she explained Once em- professionals out there that can help of the coverage, Mr Taffae advisedployees are tested, Action for Results change behavior" Business intenuption that occurs be-

introduces a cumculum that helps enneagram helps project managers fying the parts, known as the tngger, Not changing uncivil behavior can cause of violence, and costs related to
workers and employers use the mfor- understand the personallties on a escalaticn and crisis, helps employers be expensive, according to Mr "rehabilltation of the reputation" of amahon team and how to involve them in ways recognize and defuse aggressive situa- Schmidt Whlle violence is a rare oc- business that suffers a loss, should be

Once the workforce lS character- that are most productive, depending tions currence in the workplace, he said, considered as part of the coveragetyped, the information can be used In on their personalities and behaviors If ycu walt for conihct, sooner or "incivihty happens all the time " As a The Insurance can also include deathseveral ways, Ms Goodwin explamed Confhet resolution is among the later yo 1 are going to get violence result, affected companies suffer from benefits, accidental death and dlls-
"Part of this is about identifying most requested uses of the enneagram, There's gorng to be somebody who employee turnover and a lack of pro- memberment payments, coverage for

each Individual," she said, and under- Ms Goodwin said "Confhet is a hot doesn't communicate verbally, but ductivity "In dollar terms, it vanes punitive damages, consulting costs
standing "what happens when they topic because there is a lot of stress in physically," warned Mr Byrnes from company to company " and expenses related to counselingare under stress " An individual under organizations The pressure ls on md- A tool devised by Envisionworks m Mr Schmidt explamed that em- services for employees or others af-
stress Mil move from their identtfying viduals to move faster and faster," she Orland Park, Ill, helps employers ployers generally don't want to get nd fected by the violence Some contracts
enneagram pomt into another area on noted, and as a predictive tool, the en- identlfy both uncivil and civil behav- of employees who exhibit uncivil be- also cover the cost of rewards that
the diagram, she explained By recog- neagram allows conflicts to be re- lors m the workplace Bad behavior havior "Incivihty is like some homble might be necessary
nizing that they are exhibiting charac- solved quickly because lt indicates can then be corrected and good be- disease No one wants to admit that Mr Taffae said the interest in work-
teristics of another enneagram polnt, when individuals are moving toward havior can be used to market the com- they have uncivil people" m the work- place violence coverage has mereased
employees can understand that they negative traits on the diagram That pany as a pleasant place to work and place, he said "But most do General- along with the number of Incidents
are under stress and make adjust- way, confhcts can be resolved before to retain current employees, according ly, they are good employees in other that have occurred "A lot of thesements before pmblems occur they become too senous to the program's developers respects and they don't want to get nd products have been out for someFor example, a "one" who is nor- Mr Byrnes of the Center for Ag- Any attempt to make workens more of them " time," he remarked But employers
mally orderly and detailed becomes gression Management said that any productive is not effective if employ- Mr Taffae pointed out that a hand- have become mole likely to buy cover-
rigid and opinionated, Ms Goodwin land of confhct resolution that does ees don't get along, said Kevm ful of U S and London market msur- age after incidents like the one last
said "Potentially, they could start mi- not include some pmdictlve element is Schmidt president of Envisionworks, ers are offerng coverage that responds month in which a worker at a comput-
cromanaging If things get worse, they doomed to fail Confhct resolution, by a company that helps companies iden- when mcivllity turns to violence and er software company gunned down
could become emottonal and feel pow- its own definition, presupposes con- tdy workplace behavtor "Youhaveto leads to losses seven other employees at the compa-erless and unenthusiastic to make flict, he polnted out "It's already past be Civil with each other to begmwith" "Each has a different approach," he ny's Massachusetts office m

PBGC deficit, which iS the dlfference be- Last year alone, according to unaudlt- theory behind the list was that the ad- even broader steps toby to reverse the
tween assets held by the PBGC and ed bu: likely to be final results, the verse publlcity it generated would ongoing dechne in the number of em-
benefits it must pay to participants in PBGC earned $2 4 b11on m Invest- prod compames to boost contnbutions ployers offenng defined benefit plansCont:nued from page 1 terminated plans it has taken over, ment income, including $13 bilhon to theirplans Among other things, employerscy's premium structure and the fear that the deficit would from equty investments and $1 1 bil- But employers, notmg that the 11st need more Incentives to offer plans,

Indeed, Mr Strauss' recommenda- continue to grow led to fears that only hon from fixed-income investments made no distinction between finan- such as boosting benefits that can be
tion is drawing strong support from a taxpayer bailout could save the Mr Strauss' premium cut recom- cially strong and financially weak provided to higher-paid executives,
the business community PBGC from insolvency mendabon comes durmg his last week companies, said the only result was while pension rules need to simplified,

"The Insurance program has a good But that scenario did not unfold A at the PBGC, which he has headed needlessly scanng plan participants Mr Strauss says
deal of money Premium reductions surglng economy has led to increased smce oe_ng appomted by President Beneht experts also questioned Dumng his tenure at the PB(DC, Mr
are long overdue," said Mark Ugoretz, investment meome earned on PBGC Chnton in July 1997 whether fear of being on thebst really Strauss has used his position, as he
president of the Washington-based Insurance premiums paid by employ- Dunng those 31/6 years, Mr Strauss led to better funding In any case, sub- puts it, as a "bully pulpit" for defined
ERISA Industry Committee, a benefits ers and on assets m pension plans tak- implemented a senes of changes that sequent changes in law that required benefit plans And he ls continuing to
lobbying organization representing en over by the PBGC, while losses benefit experts say has made it much employers to speed up contributions preach the value of such plans dunng
large employers from terminated plans have dechned easier for employers to deal with the to the plans and more fully inform his finalweekatthe agency

"Sponsors of well-funded plans sharply From 1997 through 2000, the agency and to comply with the participants of underfunding ren- "Defined benefit plans provide a se-
would be dehghted Any lowenng of PBGC racked up about $8 bilhon in PBGC's rules dered the hst obsolete cure, predictable benefit every monththe premium should go to those em- investment Income "I thlnk he has been very good "The list had outhved its usefulness I don't thmk youcan putaprice tagon
ployers with well-funded plans who By contrast, from 1991 through Looking at employers as customers and Mr Strauss recognized that,"said that,"he says
don't pose a risk" to the agency's m- 1994, mvestment income was Just was Innovative and important Cer- Kyle Brown, an attorney with Watson At the end of this week, Mr Strauss
surance program, said Ethan Kra, $263 bilhon, or barelyathird ofthe tamly, ue didn't get everything we Wyatt Worldwide in Washington w111 leave for a vacation in Australia
chief retirement actuary with Wilham most recent four-year penod wanted, but he made a major effort to Another widely applauded change Mr Strauss says the time away w111M Mercer Inc in New York At the same time, losses the agency accommodate the neecs of employ- Mr Strauss implemented was to sig- help to give him a fresh perspective

That the PBGC's executive director has absorbed through taking over ers," said the ERISA Industry Com- niftcantly reduce the amount of infor- before malang decisions about his fu-
would recommend premium reliefisa failed pension plans have sharply de- mittee's Mr Ugoretz mation employers had to provide ture
dramatic illustration of how the agen- chned. From 1997 through 2000, losses "There has been a very positive when the PBGC audited their plans to Prior to joining the PBGC, Mr
cy's financial condition has turned from terminated plans totaled $861 change m envlronment There has detemnne whether the PBGC prenu- Strauss served as deputy chief of staff
around in Just a few years milhon, down sharply from termina- been a genume willingness to hsten," um payments the employers made to Vice President Al Gore m

As ecently as 1993, the PBGC's tion losses of $2 44 billion from 1991 said Larry Sher, a principal at Unifi were accurate
deficit-swelled by a series of multi- through 1994 Network a unit of Pnce-waterhouseC- "It used to be called the audit from
hundred milhon-dollar losses from the If employers with well-funded plans oopers in Teaneck, N J hell Now the PBGC tries to get the
terminations of massively underfund- were not required to pay PBGC pre- One of Mr Strauss' frst actions af- answer without making you go ADV ERTISE R
ed pension plans sponsored by such miums, the agency would lose roughly ter joining the agency was to ellminate through hell," said Mercer's Mr Kra
failed companies as Eastern Ali'llnes $650 milhon in annual revenue But the PBGC's Top 5011st, which was an As he lS leavmg the PBGC, Mr
Inc and Pan American Airways-hit that loss of revenue hkely would be annual compilation of the 50 worst- Strauss says he hopes legislators, aside INDEX
neaily $2 9 bilhon The size of the overshadowed by rnvestment income funded corporate pension plans The from cutting PBGC premiums, take
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FMLA only 18 9% gave the same response difficult, while only 14 9% thought took FMLA leave in 2000, com- ADVERTISER PAGE#

in 1995 Nearly 53% said that co- compliance was somewhat diffi- pared with 3 6 employees per 100
ordinating FMLA with other fed- cult in 1995 in 1995 Carvil] Amenca Inc 4

Conttnued from page 3 eral laws is at least somewhat dif- In the report, the Labor Depart- The surveys also found that
The survey found an increase, ficult, compared with 257% in ment sa_d it does no: know why 214% of employers are offering Fireman's Fund MeGee 9

however, in the proportion of em- 1995, and 40 1% said that coordi- there has been a rise in the propor- more than 12 weeks of leave per
Kemper Insurance Companies 5ployers that consider FMLA to be nating FMLA with other leave tion of employers that find compli- year In addition, 28 1% cover em-

an administrative burden The sur- policies is at least somewhat diffi- ance somewhat difficult But the ployees who have worked for less
Liberty Mutual 12vey found that 38% of employers cult, compared with 21 1% in 1995 Department suggests that as the than 12 months, and 26 8% cover

consider maintaining additional Overall, 63 6% of the respon- use of FMLA has become more employees who have worked less
Metropolitan Life Ins Co 10,11records at least somewhat diffi- dents in 2000 said they found com- widespread, employers have expe- than 1,250 hours in the past year,

cult, compared with 24% in 1995 plying with FMLA at least some- rienced a greater need to under- the survey found Royal & Sun,Alliance 24
Nearly 43 % find coordinating what easy, compared to 85 1% in stand it and follow its guidelmes Copies of "Balancing the Needs
state and federal leave policies at 1995 In 2000, 35 4% reported that According to the findings, an av- of Families and Employers" can be Visibillity 6,7

least somewhat difficult, whereas compliance was at least somewhat erage of 65 employees per 100 found (mime at www dot gov



More ways to tell
where you work

In the wake of the Gramm-Ikach-Bliley Act, some of you may
have begun to wonder whether you still work in the insurance
industry-a traditional and old-fashioned profession that calls to
mind for some Ben Franklin, car accidents and Mutual of
Omaha's "Wild Kingdom"-or if you now are employed in the
exciting world of financial services-a fast-paced industry that
evokes images of automatic teller machines, day traders with
Palm VIIs and CNBC.

Well, wonder no more: You work in insurance. That's because
although Congmss over 12 months ago dismantled the barriers
that separated banking and insurance (at your request), only about
three of you, out of the thousands that fall under the financial
services umbrella, have decided to try to do anything diffemntly.
That's OK, but somebody should tell the state insurance regulators
to cool itbefom they whip themselves into a frenzy for nothing.

Another way to tell that you work in insurance would be to
review a list of traits that identify the average insurance indust:ry
professional. I prepared just such a list on Jan. 1, which I have
since posted to the Online Forum area of our Web page at
www. businessinsumnce.com/bi_services/online_forum.php)?actio
n=view&id=1132.

Many of you not only read my list but also msponded with traits
of your own, providing additional evidence for discerning

insurance-based lifeforms. I'd like to share

 '9- some of this feedback.Several people suggested additions to the
P list, which follow.

You also 1mow you're in the insurance
industry if:

You avoid the words "retro" or

"retrospective" in conversations.
You mistakenly hear "protected cell" when

someone jokingly says "put me in a padded
cell."

You know that RIMS has nothing to do
with basketball.

You know that Near North is not a wicked

witch in training.
You 1mow that Gallagher is not just a comedian.
You know that enterprise Iisk management has nothing to do

with Star Dek.

You know that a producer does not necessarily work on a movie
set in Hollywood.

You plan your family vacations around the RIMS conference,
NAI[, etc.

You actually read your insurance policies.
You did business with both the big and little Aetna.
You remember there were once more than two alphabet houses.
Your Christmas card list has more attorneys on it than family

members.

You send letters to the editor of Business Insumnce.

You delight in secretly naming your children so their initials are
"LOC."

You do name your childmn after major hurricanes.
You never use the initials "BI" because they could mean many

different things.
You wonder if AIG has considered cloning.

One reader offered numerous traits that would describe any
industry gripped by mergers and acquisitions, cost-cutting and
mind-numbing tasks:

You sat at the same desk for four years and worked for three
diffemnt companies.

More than 10% of the people in your company do not know
what you do.

All real work is done before 8 a.m. and after 5 p.m.
Yourresumeis on a disketteinyour pocket.
"Dilbert" is your favorite cartoon.
Your boss' favorite lines are: "when you get a few minutes," "in

your spare time," "when you are freed up," and "I have an
opportunity foryou."

One reader also took exception to one of the items on my list and
wrote that, contrary to my assertion, the Bornhuetter-Ferguson
method is an excellent method of birth control. Upon further
reflection, I would have to agree that this is a distinct possibility.

Still another rEader raised a question: "My colleagues and I
work for a division ofThe Hartford and need to 1cnow: If Hartford

is no longer the insurance capital of the United States, what is?"
I am skeptical that this person really works in the insurance

industry if she does not know the answer to this riddle: it's
Hamilton, Bermuda.

Editor Paul D. Winston's commentaly appeamfortnightly and
at www.businessinsurance.com. He can be reached at

pwinston@crain.com.

Y2K
Continued from page 1
partner at McKenna & Cuneo in
Washington who represents several
clients in Y2K coverage litigation.
One, Baptist Hospital & Health Sys-
tems Inc., filed the most recent sue-
and-labor suit against FM Global in
federal court in Phoenix on Dec. 29.

PM Global, however, was quick to
rebut that it had settled Stanford's

claim because "the last thing the in-
surance industry wants is to encour-
age any more Y2K cases," pointed out
Robert Wallen, a partner at Pillsbury
Winthrop in Los Angeles who repre-
sented Stanford in the case.

The Stanford settlement is unlikely
to serve as a model for the resolution of

other Y2K coverage suits, insurer and
policyholder attorneys agree.

Stanford and FM Global were able

to reach an agreement because of their
"good long-term business relation-
ship," Mr. Wallen said. "There is no
one-size-fits-all solution," he said.

Other cases will most likely "turn on
the unique policy language. Policies
really do vary substantially."

A lot also will depend on the size of
the claim, he added. The more money
that's involved, the less likely a settle-
ment can be reached, Mr. Wallen said.

One insurer attorney said he was
surprised that the Stanford case set-
tled, especially since insurers have not
lost a sue-and-labor case in court.

"We have no idea why the Stanford
case settled," said Thomas Brunner, a
partner at Wiley Rein & Fielding in
Washington, who also represents the
Y2K Roundtable. a group of 33 U.S.
insurers and reinsurers. "The courts

are skeptical of these cases across the
board," said Mr. Bnmner, citing insur-
ers' several victories so far.

Policyholder attorneys are quick to
note that all the dismissals so far have

been on procedural grounds, such as
late notice and forum selection.

"No court has ruled on the substan-

tive issues in Y2K coverage litigation,"

Sebelius
Continued from page 2
logically sophisticated, so a lot of our
procedures were done manually, and
that even further slowed down the ac-

tivity," added Ms. Sebelius.
As the only Democrat to win

statewide office in 1994, she was seen
as a reformer when elected following
eight years as a state representative

from Topeka. Prior to that, she spent
seven years as executive director of the
Kansas Trial Lawyers Assn.

And politics is a family affairforthe
Cincinnati native. Her father, John
Gilligan, was a Democratic governor
of Ohio, and her late father-in-law,
Keith George Sebelius, was a longtime
GOP congressman from Kansas.

During her 1994 race, Ms. Sebelius
criticized GOP incumbent Ron Todd

for close ties to the insurance industry.
She underscores her concern about

such ties when she runs for office, re-
fusing contributions from groups and
individuals that are regulated by the
state Insurance Department. "I think

it is appropriate to have an arm's-
length professional relationship with
those in the industry," she said. "They
don't have to pay to be at the table;
they can just come through the door."

Ms. Sebelius has made major
changes in the Kansas Insurance De-
partment, which now regulates 1,500
companies and 42,000 agents, who sell
nearly $9.5 billion in insurance prod-
ucts each year. For example, she over-
saw the review of existing regulations
and purged about hal[ of them be-
cause they had no bearing on insurer
solvency or consumer protection, said
Ms. Sebelius, who holds a master's de-
gre in public administration from the
University of Kansas and a bachelor's
degree from Trinity College in Wash-

Business Insurance, January 15, 2001 / 21

said Mr. Carter. "The only victories the

insurance industry can point to are on
procedural issues."

Mr. Wallen said, for example, that
insurers were successful in getting two
suits dismissed in New York because

that state has a strict requirement for
when notice of a claim must be made.

Such was the case with Amencan

Guarantee us. Xerox. Xerox's count:er-

suit against the insurer, American
Guarantee & Liability Inszirance Co.,
is stin pending in a Connecticut court.

In New Jersey, Arizona and Michi-
gan-where insurers must show that
late notice of a claim created

prejudice-sue-and-labor cases are
proceeding.

Timing also was at the heart of the
dismissal of the Port of Seattle's suit

against Lexington Insurance Co. last
year. The King County Superior Court
in Seattle ruled Dec. 28 that the poli-
cyholder was time-barred from suing
its insurer because the policy had a 12-
month statute of limitations on law-

suits over mjected claims.
Among other Y2K decisions to date:
• ITI' Industries Inc.'s suit against

FM Global was dismissed in New

York on the grounds it was an inap-
propriate forum for the dispute,
though a mirror suit brought by the
White Plains, N.Y.-based company
continues in Indiana.

• Kmart Corp. lost a discovery mo-
tion last July when it tried to obtain
coverage-related documents from the
Y2K Roundtable. But, last week it
won its motion to compel its insurer,
FM Global, to produce other docu-
ments that could affect its coverage,
includjng a portion of the claims man-

ual and guidelines, Y2K-mlated policy
provisions, the sue-and-labor clause,
notice provisions, exclusions and the
definition of fortuity, said Murray
Sacks, a partner at McKenna & Cuneo
who is representing the Troy, Mich.-
based retailer in the case.

•Also last July, a U.K court upheld
a policy provision requiring Owens
Corning Inc. to arbitrate its coverage
dispute with XL Insurance Co. Ltd.

ington.
Corporate insurance buyers benefit-

ed from the overhaul because it elirni-

nated many prior-approval require-
ments, moving "a large portion of the
commercial market" into file and use,

she said. Agents also are now typically
licensed in 24 hours, and companies
are licensed within 90 days, she said.

The Kansas Insurance Department
also has made great strides in au-
tomating its operations and developed
a Web site to let consumers easily file
complaints. The department also
beefed up anti-fraud and market-con-
duet units during Ms. Sebelius' tenure.

Her department, which employs 102
full-time equivalent staff members,
has a $7.1 million budget, which ranks
it 29th among other departments, ac-
coding to NAIC data.

Ms. Sebelius considers herself to be

a champion of progressive change in
state government, health care reform
and consumer rights. She also believes
it is possible to be pro-consumer and
pro-business. Commercial insurance
buyers, she said, can benefit from
more uniform and consistent treat-

ment of companies and products. Eas-
ing market entry for companies also
expedites the availability of products
in every market, which "is a big plus"
for both sides, she said.

Although Kansas lawmakers have
been receptive to many of her initia-

tives, some are raising questions.
One of the most controversial issues

this year concerns the adoption of an
NAIC model privacy regulation on
protecting consumers' financial and
health information. Some privacy pro-
tections were mandated by the federal
Gramm-Leach-Bliley Act, which
broke down barriers between insurers,
banks and securities firms.

Ms. Sebelius, who oversaw the

NAIC's drafting of that model regula-

The future of Owens' case is in ques-
ton following the Toledo, Ohio-based
manufacturer's filing for bankruptcy
protection in late 2000.

None of the dismissals has yet been
appealed, but policyholders still have
time to do so, said Mr. Brunner, noting
that I'IT Industries is the only case
where the time has nm out.

While insurers may have won sever-
al of the initial legal battles, they
should be prepared for a long, drawn-
out war, suggests a new study pub-
lished by Conning & Co. The study
predicts that claims for Y2K remedia-
tion costs ultimately could top $150
billion. Conning also estimates that
about 200 claims seeking coverage of
Y2K remediation costs have been filed

by commercial policyholders to date.
"Sue-and-labor is just the first salvo

of the plaintiffs' bar against the insur-
ance indusby," said Jack Gohsler, se-
nior vp at Hartford, Conn-based Con-
ning. Even if the insurance industry
prevails in the sue-and-labor cases,

the growth of technology and e-com-
merce are creating exposures that
could provoke more coverage litiga-
tion in the future, he said.

Polieyholders also are beginning to
cite one non-Y2K court decision last

April defining the loss of computer
data and functionality as "physical
damage," to counter insurer assertions
that loss of data is not "physical dam-
age" as defined in property policies.

The 9th U.S. Circuit Court of Ap-
peals in San Francisco rejected the in-
surer's appeal of American Guarantee
& Liability Insurance Co. vs. Ingram
Micro Inc., which was decided by a
federal district court in Arizona.

"I don't think the indus* is appro-
priately responding to emerging
risks," Mr. Gohsler said. "We believe
this is an area that insurers really need
to watch."

.

Copies of Conning & Co.'s "Y2K Re-

mediation Costs Lawsuits: A Wake-Up
Call for Property Insurers?" are avail-
able for $575 each. Contact Mario
Aluino at 860-520-1245.

tion, has administrative authority to
enact privacy rules consistent with the
federal act. But, she said she will

strongly recommend that the Legisla-
ture expand her authority so she can
enact the broader NAIC provisions.

She is expected to face opposition,

though, not only from the Republican-
dominated Legislature but also from
supporters of a more limited privacy
measure proposed by the National
Conference of Insurance Legislators.
Some trade groups, including the Al-
liance of American Insurers and the

National Assn. of Independent Insur-
ers, have endorsed that measure.

Ms. Sebelius and the NAIC model's

other advocates, including the Ameri-
can Insurance Assn., fear that individ-
ual state consideration of the NAIC's

proposed model regulation will result
in state-specific changes that will
lessen nationwide uniformity.

She is "extiernely optimistic," how-
ever, that legislatures this year will
pass an NAIC model act designed to
streamline multistate agent licensing,
which also was required by the finan-
cial services modernization act.

The NAIC also will be monitoring
other developments, including Con-
gress' creation of a new House Finan-
cial Services Committee.

Establishing that committee may
make good sense in terms of organiza-
tional efficiency, although not if it re-
sults in a push for federal pre-emption
of state insurance regulation, she said.

a statement that she is looking for-
ward to "an exciting transformation
of the state regulatory process, focused
on enhancing consumer protection
and solvency oversight of companies."

Ms. Sebelius' husband, Gary, is an
attorney in a private law firm engaged
primarily in employment-related law.
They have two teen-age sons. m
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NAM about how hard getting Congress to vived," he said

use its power to overturn the standard John Savercool, vp-federal affairs
could be "This w111 be a very dificult for the American Insurance Assn m Insured cat losses decline in 2000

Continued from page 2 vote," particularly given organized la- Washington, said the act has been
for workers The task force said it was bor's strong support for the standard, used "Indirectly" by lawmakers who Continued from previous page
also "sensitive to the arguments relat- she said The employer group will have threatened to use it to overturn $1 billion each
ing to federal vs states' nghts " work "very vigorously" to get regulations to which they objected, Swiss Re warns, however, that "it is presumed that the trend to-

But, the consensus of the regulators Congress to move, she said and that such threats alone resulted in ward high losses will continue uninterrupted, particularly as
was "to recommend that the NAIC not "We have no choice, this thmg is a changes But, he said, bnnglng the many risk factors will persist higher population densities, higher
join m any lltigation at this time either laller torus," added Patrick Cleary, matter to a full vote "would be a first, concentrations of insured values, especially in endangered areas "
as an actual party or as a friend of the NAM's vp-human resources pollcy and it would therefore be a challenge " According to Swiss Re, there were around 17,000 lives lost last
court The task force's position President-elect George W Bush "We are working independently and year in major catastrophes, which was well down from the 105,000
should not be construed as either sup- cannot untlaterally rescind the rule through the National Ergonomics deaths in 1999, but on a par with the annual average during the
port or opposition to the new stan- with a "wave ofthewand,"Mr Cleary Coalltion to rally support for this con- 1990s Economic losses-both insured and uninsured but not in-
dard " said The president would have to re- gressional action It is something we cluding indirect losses-are estimated at $38 billion, compared

The Risk & Insurance Management open the entire rulemaking process, strongly support," the AIA representa- with $100 billion in 1999 The figure for 2000 15 roughly in line
Society Inc expressed disappointment which is no easy task, he said Simply tive said with the annual average for the 1990s, Swiss Re added
with the NAIC's decision ignoring the rule is not an option, ei- As the effort to get Congress m-

"I think that the NAIC has missed ther, he added If a Bush Labor De- volved in overtuming the regulation Concorde crash suit filed in U.S.
an Important opportunity by not chal- partment decided not to enforce the gams steam, insurers remain unhappy
lenging the regulations," said Daniel rule, proponents of the ergonomics with the NAIC's decision to stay out of NEW YORK-Relatives of three German passengers killed in
Barry, director-government affairs for regulation could sue to require en- the matter the Air France Concorde crash near Paris last July are suing the
New York-based RIMS "The er- forcement, he explained "The NAIC's decision not to mvolve airline and other companies in US District Court in New York,
gononucs standard wtll have a defi- "We're cautiously optimistic of be- itself in any respect in the ergonomics seekmg unspecified compensatory and punitive damages
nite, practical impact on state workers ing able to win under the Congression- area is certainly disappointing," said The plaintiffs claim that, under an international convention and
compensation laws and on the indus- al Review Act, but it'S golng to be a Bruce C Wood, assistant general due to Air France's significant operations in the United States,
try that Insurance regulators oversee tough fight," said Randel Johnson, vp- counsel of the AIA The AIA coordl- they are entitled to seek damages in U S courts European courts
It seems to me to be an unprecedented labor employment benefits for the nated the insurer suit, but not all par- typically make smaller damages awards than do courts in the
Intrusion, by federal regulation, Into U S Chamber of Commerce m Wash- ties of the suit are AIA member com- United States

an area expressly reserved to the states mgton Mr Johnson noted that a ma- panies (BI, Nov 20,2000) The suit alleges negligence and recklessness by several compa-
by federal law," said Mr Barry lority within the last Congress-as "We're disappointed and think that nies involved in the design, construction and operation of the Con-

In contrast, NAM's effort to per- with every Congress since 1995-op- the NAIC task force has underestimat- corde Additionally, the suit alleges that the crash was caused by a
suade Congress to resclnd the measure posed OSHA's going ahead with the ed the impact that the standard w111 tire blowout after a metal shard from a Continental Airlines Inc

drew praise from RIMS The OSHA rule until the completion of further have on state workers compensation let pierced a tire on the Concorde, sending debris Into one of its
standard "is Just the sort of regulabon study programs," agreed Ken Schloman, fuel tanks and two of its engines, causing a fire
the Congressional Review Act is de- "We're working against a back- Washington counsel for the Alhance of Joel B Harms, a partner at Thacher Proffitt & Wood in New
signed to deal with," Mr Barry said ground where both the House and Amencan Insurers York who lS representing the plaintiffs, said the suit could have

"The costs of this regulation are Senate by a malonty vote already told "At the very least, we thought the been brought in several jurisdictions, but that New York was the
staggering, and the justification for OSHA not to go forward with its er- Workers' Compensation Task Force destination of the Concorde flight and is a convenient location for
them is dubious They were clearly po- gonomics reg," he said might want to examine the matter fur- all parties in the suit New York is also permitted as a Jurisdiction
httcally motivated and rushed through "But sttll, it's a 50-50 margin in the ther and explore what additional im- under provisions in the Warsaw Convention and its amendments,
in the final days of the administration Senate" between Republicans and plementation issues might arise It was which set forth rules concerning international transportation, ac-
only by virtue of a threatened veto of Democrats, Mr Johnson said, whlch an opportunity for the NAIC to stand cording to the suit
the labor and education appropna- w111 make the task of invoking the re- up for state regulation of Insurance, The plaintiffs are also permitted to sue in the United States be-
tions bill that would have blocked view act that much more diff,cult In and they decided not to do so," said cause Air France "engaged in a regular course of for-profit com-
them," Mr Barry said "That being the House, where the Repubheans re- Mr Wood mercial conduct having a direct and substantial effect within the
said, Invoking the Congressional Re- tam a slim but clear majority, support- He noted that the task force state- United States," the suit says
view Act w11 be a challenge pohtical- ers of repeal may face somewhat bet- ment raised the question of how insur- Also named in the suit are Continental Airlines, BAE Systems
ly-given a closely divided Congress ter odds ers would cover habilities stemmmg PLC, European Aeronautic Defence & Space Co NV, the
and significant pressure from orga- Mr Johnson said that Rep Anne from the standard "As far as the Goodyear Tire & Rubber Co, General Electnc Co, and MRA Sys-
nlzed labor-but one that we sup- Northrup, R-Ky -a leader in the fight NAIC is concerned, there isn't an issue terns Inc

port," he said In addition, Mr Barry against the ergonomics standard- of the Intrusion of this new federal The Concorde crash in July killed all 100 passengers, many of
said, "appropnate Mings are being survived a major challenge in last oenefit on the state-based comp sys- whom were German tourists bound for New York Air France's

made to add RIMS as a named peti- November's election from unions that Tem, it's simply a question of how do hull and liability insurance is led in Paris by La Reunion Aeri-
toner in the NAM lawsuit " stressed her position on ergonomics employers pay for it That, I think, enne

Ms Krese said NAM hasnoillusions "She took the issue head on and sul- missed the mark," Mr Wood said m

Forum ance Co of Dedham, Mass hon of regulators' proposed speed-to-
Technology is not only expensive mket Initiatives lS (17tteal Instead of Many P/C execs upbeat

but also changes rapidly, he said "It's overregulating pollcy rates and forms,
Continued from page 2 very easy to go down a dead end," he he said, regulators should instead fo- NEW YORK-Executives in the The survey also explored struc-
driven by a need to turn al ound said, noting that bad or costly bets on cus on adopting a umform approach to U S property/casualty insurance tural changes in the Insurance m-
lines of business with negative returns, technology have driven some smaller regulating market conduct mdustry are far more optimistic dustry
Mr Brandon said Insurers out of business Companies do better when they are about business conditions today Nearly three-quarters, or 73%

In most commercial hnes, he added, The challenge posed by technology deregulated, said Mr Fshman of than 12 months earher of respondents expect increased
the industry is stlll far from attaming is "making sure our company is in a Travelers The current regulatory en- Nearly two-thirds, or 61%, of consolidation in the mdustry,
rate adequacy "We're getting a position to compete with any compa- vii·onment is problematic in that it the roughly 200 executives who down from 90% a year earher
marginal improvement in returns but ny, regardless of size," agreed Stephen prevents companies from responding participated in an Informal survey Asked whether msurers would
need more," he said A Milne, president and CEO of Elle quickly to market changes, he said during the Property/Casualty In- be umng the Internet as a distribu-

The key to continued improvement, Insurance Co of Ene, Pa Regulation also hurts the industry's surance Jornt Industry Forum last tion tool by the endof 2001,76% of
Mr Brandon said, wlll be underwnt- Another big challenge for an insur- ability to compete for talent, because week said they expect the industry respondents said they would
1ng discipline Unfortunately, he not- er, Mr Milne said,is finding the people young prospective employees tend to thls year wlll be more profitable- Only a fraction of executives ex-
ed, this "has not always been a hall- to manage this technology He see Insurance as an industry shackled as measured by the combined ra- pect their companies will get in-
mark of our Industry " qulpped that, previously, insurers by old regulatory systems, he said tio-than last year The remamder volved in banking activities m the

Unlike some past maiket turns that needed people equipped Just to pro- Class-action lawsuits are another predict 2001 Mll be less profitable wake of the Gramm-Leach-Bliley
were dnven by reductions in surplus, cess pohcles, today, though, as a result big challenge and an area in need of than 2000 Act Followmg the financial mod-
there is plenty of surplus in the indus- of technology, insurers require far reform, said Martin D Feinstein, A year earlier, a similar survey ernization law's passage, 93% sad
try currently, said Jay S Fishman, more complex slalls, he said chairman, president and CEO of deterrmned that only 21% expect- they have not estabhshed any
chalrrnan and CEO of Travelers Insur- Mr Brandon of General Re also re- Farmers Insurance Group m Los An- ed 2000's combmed ratio to be bet- banklng units, while 95% have not
ance Co and cluef operating officer- marked on the need for talented peo- geles Such lawsuits use the courts to ter than 1999's offered any banlang products and
Finance & Risk foi Citigroup Inc The ple He noted that, despite a renewed redefine coverages and contracts, Mr Commercial lines coverages are 80% have not entered any strategic
change in property/casualty pncing is focus on underwnting, the Industry Feinstein said hkely to lead the improvement, a alhances with banks
a result of "a basic operatmg reality has not made a sufficient Investment "Class actions w11 cripple us," he majority of executives said The annual Joint Industry Fo-
cycle," m which, he said, companies m underwnting education or in the predicted In this year's survey, the malon- rum is co-sponsored by the Al-
are comrng to the realization that their encouragement of underwnbng disci- In addition to reform of class-action ty of executives did not expect to hance of American Insurers, the
prices don't match their costs phne As evidence of this, Mr Brandon lawsuits, broader reform of the civil see improvement in personal auto American Institute for Chartered

Whlle thls has been the case for sev- pointed to the fact that the number of justice system Is needed, said Edward and homeowners coverage In con- Property Casualty Underwriters,
eral years, m the 1990s many compa- individuals takmg exammations for B Rust Jr, chairman and CEO of trast, 56% did predict improve- the American Insurance Assn, the
nles seemed to operate wlth the expee- the Chartered Property Casualty Un- State Farm Group of Bloomington, Ill ment m workers compensation and Insurance Services Office Inc, the
tation that their losses would soon be derwnter designation has declined Insurers can't make the case for tort 80% expect to see improvement in Insurance Information Institute,
improving, he said over the past decade reform alone, Mr Rust noted The in- other commerciallmes A year ago, the National Assn of Independent

Companies finally have decided to Regulation also will be a key chal- dustry must make sure that its agents, only workers comp was expected Insurers, the National Assn of Mu-
stop writmg business at inadequate lenge for the property/casualty Indus- employees and customers are made to improve by a majority of re- tual Insurance Cos,the National
rates, Mr Flshman said try, Mr Milne said After years of un- aware of the costs created by the tort spondents, cited by 51% Council on Compensation Insur-

The panellsts also were asked to flagglng support for state-based regu- system, he said Furthermore, if tort When asked to describe the hke- ance and the Reinsurance Assn of

identify the major challenges the m- lation, members of the Nabonal Assn costs are to be reduced, individuals ly impact of George W Bush's Amenca
dusty is likely to face in the future of Independent Insurers are taking a must be encouraged to vote for law- presidency on the property/casual- Next year's meetmg wn]1 be held

One of the key challenges for small- fresh look at whether the state system makers and judges who can make a ty industry, 58% said he would Jan 15-16 in New York For more
er insurance companies is the need to remains the best model, he said difference, he said have a positive effect, while 39% mformation, contact the III at
keep up with mvestments in technolo- "We think it w111 be, but regulators The panel was moderated by West- said the effect would be neutral, 110 William St, New York,
gy to remam competitive, said F PIn- unll need to change," Mr Milne said on M Hicks, managmg director of and only 3% said a Bush adminis- N Y 10038, 212-669-9203, www
othy Hegarty Jr, president and CEO Mr Hegarty of Norfolk & Dedham J P Morgan Securities Inc in New tration would be a negative m org

of Norfolk & Dedham Mutual Insur- agreed, notlng that the implementa- York
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I, NCOA BROADENS SCOPE The National Com- I KEMPER RESTRUCTURES ART UNITS Kemper deal is designed to reduce the borrowing costs Co.'s group medical busmess in the state of
mittee for Quality Assurance is launching new Insurance Cos. has placed its alternative mar- for Banco Nacional de Mexico, one of Mext- Oklahoma. About 300 employers that insure
certification programs that focus on two spe- kets unit within its Kemper Alternative Risk co's largest domestic banks. Under the deal, a 7,000 lives under the GuideStar Health Sys-
cific functions: utdization management services unit, a move the company says strengthens New York master trust will sell debt certifi- tems Inc. name will be affected by the
and physician credentialing. In the past, Kemper Alternative Risks by mcreastng its un- cates benefiting Banamex, secured by future move....Heidi G. Miller has been named to
NCQA's certification programs focused on en- derwriting ex- wire transfer payments owed by U S. corre- the new position of vice chairman at Marsh
tire orgamzations. Wh,le the NCQA will con- pertise and ser- spondent banks to Banamex, which has as- Inc., the insurance brokerage unit of Marsh

tinue its HMO ac- ((Ikeniper. vice. The addi. signed its payment rights to the trust XL & McLennan Cos. Inc. She will be responsi-

NCQA
creditation pro- - Insurance Companies tion to Kemper Capital As- ble for strategy, administration, communica-
gram, the commit- Alternative

tee decided to Risks of the alternative markets unit, formerly
*Le*fiRE surance is tions, e-commerce, finance, human resources,

guaranteeing and technology Previously, she was senior
broaden ltS focus, a stand-alone entity, will advance Alternative the truSt'S executive vp and chief financial officer at

because the health care system is becoming Risks' focus on captives, targeted hornoge- debt certificates, effectively lending its AAA Priceline.com. Prior to that she was CFO at
more disintegrated, with numerous organiza- neous workers compensation program busi- credit rating to the deal and cutting Ba- Citigroup Inc....American International
tions collaborating to provide care, an NCQA ness and other alternative market products, the namex's cost of borrowing The deal is XL Group Inc. has bought Norwich Union Hold-
spokesman explained. "Certifying specific Long Grove, Ill.-based insurer said. Among the Capital Assurance's first financial guarantee ings (Canada) Ltd. from U.K -based insurer
functions will give a wider range of organiza- types of programs provided through Kemper transaction. CGNU P.L.C. for $159 million NU Canada

tions, like preferred provider networks and Alternative Risks are multiline, non-Fortune is a direct-response life insurer m
physician organizations, the opportunity to 500 captive programs and services, reinsur- $ BRIEFLY NOTED Michael J Cascio will join
achieve distinction through NCQA," Mar- ance partnered accounts, risk securitization Overseas Partners U.S. Reinsurance Co. in  Togetbreakhlgnews as #occups, vis#Bust-
garet E. O'Kane, the organization's president, and other alternative risk transfer programs. Philadelphia as president and chief executive nes# ins#Pance's fne 0/1//ne 1*dates at www.
said in a statement. Three organizations- officer on Feb. 1. Currently, Mr. Cascio is businessinsurance.com. M/orme material inthe
Waltham, Mass -based Pnvate Healthcare Sys-

tems; Irvine, Calif.-based Beech Street Corp ; Inc.,
 GUARANTEE DEAL XL Capital Assurance chief underwriting officer at OPUS's parent, For meRecoM,CO/wml, aswe#asomer content

a New York-based unit of XL Capital Overseas Partners Ltd. m Hamilton, Bermu- in mis week': issue. is generated from daily
and the Detroit Medical Center-have already Ltd., has completed a deal m which it Will da . .Blue Cross & Blue Shield of Oklahoma news los#ngs mat mineaped an the Web site in
committed to undergoing NCQA reviews. guarantee $250 milhon of debt securities. The has acquired all of Protective Life Insurance me Bre,/ous weet

2000 stocks in review
High: |Business insurance index, Standard & Poor's 500 Index and Dow Jones Industrial Average
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The Busmess insurance Index of insurance industry stocks climbed 36 6% in 2000 By contrast, the Standard & Poor's 500 and the Dow Jones Industrial Average fell, dropping 84% and 64%, respectively, during the year The 8/ index
began 2000 at 2,083 20 After falling 19 2%, to 1,684 01 on March 3, its lowest point of the year, it began climbing and finished on a high note, reaching 2,846 66 on Dec 29, the final Friday of the year The S&P 500 started at 1,441 47 and
peaked on March 24 at 1,527 46-a 6 0% increase It held relatively steady for the next nine months but reached its lowest point on Dec 22, when it hit 1,305 95-a 9 4% drop from Its January starting point It ended the year with a slight
upturn, registering 1,320 28 on Dec 29 The Dow began the year at 11,522 56 and peaked early, hitting 11,72298 on Jan 14 It was mostly dowrhill from there for the Dow, which sank to 9,862 12 on Fel) 25, a 15 9% drop from its high
point the previous month The Dow rallied a bit after that but never rose above 11,112 72, which it reached on March 24 It ended the year at 10,787 99

Find daily coverage on Corporate Risk, Employee Benefit and Managed Health Care News at www.businessinsurance.com

B/Industry Stock Report JAN. 8,2001, THROUGH JAN. 12,2001

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

BROKERS Pnce % Ehange % change High Low Vol (000) Pnce % change % change High .OW Vol(000) Pnce % change %change High Low Vol (000)

Aon Corp NYS 31.81 193 712 4275 20 69 4200 Gartsco Inc NYS 300 -400 1429 638 219 101 XL Capital Ud NYS 7469 -091 1452 8925 3900 5243

Brom & Brown NYS 3438 700 179 3588 1563197Clark Harieysville Group N[)0 2850 298 256 3063 1163 277 Zenth Nauoral Ins NYS 2744 244 -660 2975 1875 83

Bardes Holdings N[)0 1056 060 432 1788 850 40 HSB GA# Inc NYS 3875 000 000 4063 21 50 0 INSURERS/REINSURERS AVERAGE 254 -640

E W Blanch Hold,ngs Inc NYS 14.75 745 1541 6200 1300 401 HCC Insurance Holdngs NYS 2200 488 1833 27.19 1094 1050

Gallagher Afthur J & Co NYS 4788 1479 2475 6850 2306 2094 ING Gmep N V NYS 7894 -381 148 8394 4681 674 HEALTH MAINTENANCE ORGANIZATIONS

Hlb Rogal & Hamilton NYS 3663 4.48 -815 4213 2563 97 PC Holdings Ud N[)0 2213 473 536 2288 975 153

Kaye Group Inc N[)0 750 476 -323 1188 500 91 Haftford Anancla} Services NYS 6044 416 1442 8000 2938 7360

Marsh & Mclennan NYS 100 25 -631 1432 13569 7050 6993 John Hancock Finaroal Services NYS 3188 761 1528 3825 1344 8030 Aetna Inc If¢S 3694 -359 1005 4269 3294 3621

laSalle Re Holdings Ud NYS 1888 000 000 1938 1088 0 Health Net Inc NYS 2563 21.27 215 2694 763 873

BROKERS AVERAGE 630 1127 lincoln Naonal NYS 4044 -415 1453 5638 22 63 3912 Hunana Inc NYS 1363 000 1066 1S 81 4.75 4017

MAIC Hoangs Inc NYS 1694 458 1.50 23.13 1000 91 0/lord Health Plans NOQ 3375 150 1456 4275 1206 10065

INSURERS/REINSURERS Markel Corp NYS 16088 1.83 1112 14325 11150 149 Pacificare Health Sys NOO 1600 323 667 7231 981 3532

MBIA Insurance Group NYS 63.13 734 1484 7619 3631 2806 Sena Heallh Servres NYS 440 8.64 1579 825 244 413

ACE Ud NYS 3481 424 1797 4394 1406 10569 Mead..brook Insur Group NYS 731 263 1000 838 394 67 Un,ted Heal*Group NYS 54 19 046 11 71 6344 23.19 8614

Accel Intemat,onal Corp NDO 023 2628 2253 1.13 010 61 Metlife NYS 31 00 1.78 1143 3663 1425 15371 Wellpant Health Ner,oks NYS 9888 131 1421 12150 5694 3124

Acceptance Insurance Cos NYS 538 750 238 694 275 136 Mutual REk Mgmt Ud NYS 13.19 -409 1317 2375 1231 656 HMOs AVERAGE 483 -440

AEGON N V NYS 3838 033 739 49.13 31 50 628 Navigators Group NDQ 1300 1.89 235 14.13 863 33

AFLAC Inc NYS 61 94 -379 1420 7494 33 56 4808 NYMag* Inc *s 1825 468 -331 1925 1225 17 ALLCOMPANIES 100 736

Allmenca FInancIN Corp NYS 5906 496 1853 7425 3506 1381 Ohio Casualty Corp NDO 1063 -395 625 1788 613 1003

Allstate Corp NYS 3494 -821 1980 4475 1719 16226 Old Republic Intl NYS 2556 850 2012 3206 1063 2850

Ambac Financial Group NYS 4563 1098 2176 5831 2591 4413 Partner Re Lid NYS 4813 -587 2111 6250 28 38 1953

Amencan Financial Group NYS 2356 131 1129 2900 1838 876 Penn.Amenca Group Inc NYS 763 167 000 975 663 18

Amencan General NYS 7331 -5.33 1005 8344 45 63 4840 PMA Capital Corporation NDO 1738 221 072 2006 1519

Anlencan Intl Group NYS 82.19 -647 1661 103.75 5238 33692 Phladelphia Coris Hddng NDO 2613 -564 1538 31 25 14.13 251 8/ Insurance Index
Amencan Sately Insurance NYS 588 208 408 738 325 3 PXRE Corp NYS 1575 1.56 -667 1756 1175 68

Argonaut Group N[)0 20.63 611 179 2125 1444 66 RellaSIar Financlal Corp NYS 5394 000 000 5394 23.75 0

AXA-UAP Group NYS 6813 259 513 81 50 5825 1748 RenassanceRe Holdings ltd NYS 6694 415 1453 81 50 3588 1171 2,850
Baldy.in & Lyons Inc N[)0 2231 113 -403 2388 1525 7 RU Corp NYS 42 19 702 559 4600 2625 95

Berkiey WRCorp N[)0 4025 462 1470 4763 1400 1224 St Paul Cos NYS 4513 525 1692 5700 2131 7622 2,800

Berkshire Hatiaway Inc NYS 6620000 236 -6 76 7460000 4080000 3 SCOR NYS 51.00 169 149 5375 3838 14 2,750 621.32
Capitol Transamenca Corp NAS 1225 000 1.51 1325 938 8 SAFECO Corp NOO 2400 1760 2700 3588 1800 7454 i 2,700
Chubb Corp NYS 6906 -807 20.16 9025 43 25 4632 SCPIE Holdings Inc NYS 2363 =026 000 3694 1831 NA

CIGNACorp NYS 11520 017 1293 136.75 60.75 4085 Se,bels Brice Group NDO 087 2609 5467 269 053 37 2,650
Cncinnab Finanaal Corp NYS 37.81 02 442 4331 26.19 2010 Select,ve Ins Group NDO 24.19 840 -026 2588 14.63 204 2,600
C,bgroup NYS 53.13 105 404 5913 35 34 67209 Toko Manne & Rre NDO 5094 4373 1064 61 00 4500 107

CNA Ananc,al Corp NYS 3456 482 1081 4194 24.56 369 Torchmark Corp NYS 3338 184 13.17 4119 1875 2148
2.550 

CNAS.ety NYS 1325 064 702 1494 1038 106 Transatiantic Holdings NYS 9788 -434 756 10706 6875 54 2,500 
EMC Insurance Group Inc NDO 1250 000 638 13.13 681 112 TrenvvIck Group Inc NYS 2388 4.37 -378 27.13 12 00 326 2.450
ESG Re Lrn,ted NOO 2.19 1250 1864 700 172 66 Unico Amencan Corp N[)0 625 638 638 788 450 14

2.400
Enhance Fnanctal Serv,ces NYS 1238 1278 1984 1700 8 63 1705 United Fire & Casually N[)0 2031 -661 285 2331 1550 10

Everest Retrsurance NYS 5538 790 2269 74.75 20 69 4049 Unlinn N[)0 3800 ©33 446 4194 27.19 549 2.350
Fremont General Corp NYS 288 1795 222 963 1.50 1379 UNUM Corp NYS 24.44 1.56 907 3194 11.94 3680 11117 11/22 128 12/8 12/15 12/29 1/5 1112
Fronuer Irsurance Group NYS 009 2500 000 369 006 1381 Vesta Insurance Co NYS 588 805 1605 788 344 855

Base-100 on Dec 29,1978

Top advancing Issues. Se,bels Bruce Group, Health Net Inc., Fremont General Corp Leackng dectiners Accel Intemational Corp, Frontier nsutance Group, SAFECOCorp Mostactive issue Cmgroup The 8/Indexdecreased37%, theDow .Jones 30 Industnals fell 1 3%, the SaP 500 rose 1 6%, andthe
NYSE Composite increased 0 6% Average P/EE Brokers, 207, Insurers/reinsurers, 280, and HMOs, 153

Source CNET /nvestor (investor cnet com) Boulder, Colo



These days, small corporate mistakes can equate to big in,urance risks. That's why you need an
insurance partner who knows your business inside and out. One who has walked a mile in your
shoes. And one who can provide the best possible coverage, in 130 countries worldwide, for
extremely serious matters like employment liability.

Providing Commercial, Personal and Specialty Insurance Solutions.
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