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Dow Coming parents not immune
to suits over implants: Judge

DETROIT-Women with silicone breast im-

plants who opted out of a $3.2 billion settle-

ment with Dow Corning Corp. may still sue its
corporate parents, Dow Chemical Co. and

Corning Corp., a U.S. bankruptcy court judge
has ruled.

Judge Arthur Spector explained that he
lacked the power to grant a release to Dow
Corning's parent companies and that the

bankruptcy reorganization plan he approved
earlier this year wasn't designed to shield the
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corporate parents from liability.

See Updates on next page

Trenwick to buy LaSalle Re

By GAVIN SOUTER

HAMILTON, Bermuda-Trenwick Group
Inc. would make significant progress in its
drive to become a major reinsurer following
a proposed $432 million merger with
LaSalle Re Holdings Ltd. and Trenwick's
redomestication to Bermuda.

The deal would give Trenwick more than
$1.2 billion in capital and help diversify its
business with the addition of more than
$100 million in property catastrophe rein-
surance premiums.

The move to Bermuda also would allow
Trenwick to more easily write new lines of
business, such as finite risk and high excess
coverage, as well as reduce the taxes on its
non-U.S. business, said Steven J. Bensinger,

N.Y. lawmakers

executive vp at Trenwick in Stamford,
Conn.

The deal also would allow LaSalle Re to
step back from its sometimes-unsuccessful
attempts to diversify and concentrate on its
core business, analysts say.

James F. Billett Jr. would continue as
chairman, president and chief executive of-
ficer of the new Trenwick, and Guy D.
Hengesbaugh, president and CEO of
LaSalle Re, would continue in those roles
with LaSalle Re, which would become a
subsidiary of the new Trenwick.

"The combined enterprise will have a
strong presence in the three most signifi-

cant insurance markets in the world: the

ZJnited States, London and Bermuda," Mr.

Billett said in a statement.

Analysts say, however, that the merged

company would remain a second-tier rein-
surer in most of the markets in which it op-

erates.

Trenwick, however, has become a far
more significant reinsurer over the past two
years, following its $368 million acquisition
of Chartwell Re Corp. earlier this year and
its purchase of Sorema U.K. in 1998.

"It's a perfect deal for both sides," said
Alan Zimmerman, an analyst at Morgan
Stanley Dean Witter in New York.

The three deals transform Trenwick from
a small domestic reinsurer into a sizable in-
ternational entity. And LaSalle would be-
come part of a larger and more-diverse
group, rather than struggle as a monoline
reinsurer in a soft market, he said.

"Investors have shown that they are not

See Trenwick on page 23

Merger to give
Trenwick another boost

in millions of dollars

1999 gross
premiums written
..515..
TRENWICK GROUP [NC $823*
Lnsalli, Re Limiti.1 $139
Combined $962

* Trenwick estimate

Violence risk ignored

Most employers overlook risk in workplace: Study

likely to extend
surcharge to '03

By JERRY GEISEL

ALBANY, N.Y.-New York
legislators are poised to extend
with minor modifications a
1996 law that inflates employ-
ers' health care costs by hun-
dreds of millions of dollars an-
nually.

The New York Assembly last
month passed legislation-wel-
comed by provider groups but
disappointing to employers-
that would retain through June
30, 2003, an 8.18% base sur-
charge on bills incurred in New
York hospitals. Funds raised
by the surcharge are used to
fund charity care.

But the measure Wwould

drop-effective Oct. 1, 2000-
the 8.18% surcharge on labora-
tory services.

In addition, the legislation
would reduce by about 9% the
size of a state pool used to fund
graduate medical education.
That pool is funded by a "cov-

eredives assessmant-an:emy

. in New York,

With the size of the pool de-
creasing by about 9%, the
amount of the covered lives as-
sessment should decrease by
the same amount. That assess-
ment currently can cost em-
ployers-depending on where
their employees reside-as lit-
tle as $4 per year per employee
to as much as $400 per year per
employee. The New York De-
partment of Health would de-

termine the exact amount of

the new assessment under the t
legislation.

Passage of the legislation by
the Assembly came after a bi-
partisan agreennent was
reached on a legislative pack-
age among New York Assem-
bly and Senate leaders and
Gov. George Pataki. The Sen-
ate was expected to act on the
measure late last week. Gov.
Pataki was expected to then
sign the measure into law.
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By ROBERTO CENICEROS

By DAVE LENCKUS

Many risk managers are not giv-
ing the risk of workplace violence
the attention it deserves, accord-
ing to a co-author of a new survey
and white paper.

More than two-thirds of the
survey's respondents have not for-
mally assessed their organiza-
tions' risk of violent incidents.
And only a little more than half of
the surveyed companies have
trained employees to recognize
the warning signs indicating that
violent situations could be brew-
ing, the survey found.

In addition. few companies take
advantage of all the available
tools to weed out potentially vio-
lent employment candidateh, ac-
cording to the "Workplace Vio-
lence Survey and White Paper."

1I0NS

The "most startling” conclusion
drawn from the survey's results
was that risk managers are not
giving the risk of workplace vio-
lence the "top priority"” status it
deserves, said survey co-author
Ruth A. Unks, risk manager for
the Maricopa County Community
College District in Tempe, Ariz.

Although 31% of the respon-
dents reported their organizations
have not experienced any inci-
dents of workplace violence, risk
managers' attention to the risk
"should be moved up, regardless
of whether it's happened,” Ms.
Unks said. "It's just a matter of
time" before an incident occurs.

The problem is that "everyone
has so much on their plates," Ms.
Unks observed. "They're dealing
with the crises at the moment.”

See Violence on page 21

jons Tosing clout?

negotiating clout and can still beat the

market in some cases.

The passage of the original
law-known as the Health

Care Reform Act-in 1996
caught employers nationwide
See,Surcharge on page 22
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As managed care organizations shift
their focus away from winning market
share, employer health care purchasing
coalitions may be losing clout in obtain-
ing large-group pricing concessions.

Some insurers have declined to bid on
certain coalition business, while others
say they have learned some pricing
lessons from their arrangements with
coalitions. As a result, purchasing
groups may not be beating the market
rate that large employers obtain by ne-
gotiating independently.

Coalition proponents concede that
pricing negotiations have grown
tougher for the groups. At the same

time, they argue that they are not losing

In addition, representatives of the
coalitions stress that their role extends
beyond merely winning rate reductions.
Employers participate in the groups be-
cause they improve long-term pricing by
improving efficiency in the health care
market, while also helping to improve
plan service and care quality, coalition
leaders said.

Among other projects, some major
coalitions are standardizing the collec-
tion of health plan data provided by
plans to their members nationwide.

There is little disagreement, however,
among coalition directors, insurers and
benefit consultants that investors are

See Coalitions on page 16
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Updates

Implant suits may proceed

Cont:nuedfromprevtouspage

The Dec 22 rullng could unravel the $45 bilhon bankruptcy reorga-
nization plan that officials of the Midland, Mich -based manufacturer
had hoped would end years of legal battles over silicone breast im-
plants, a Dow Coming spokesman said

"Without the release (from lawsuits), there is no plan,” the
spokesman said, addmg that the company MIl appeal the Judge's opin-
lon

It is unclear how many women the ruling might affect Ninety-four
percent of the 112,774 women vobng on the bankruptcy plan approved
it earlier this year However, the companies estimate as many as
170,000 women or representatives of estates have filed claims seeking
compensation from the company

Lockheed claim dismissed

SAN JOSE, Calllf -A trial court Judge has dismissed a $400 milhon
pollution habihly claim filed by Lockheed Martm Corp, which is seek-
mg coverage for the costs of cleaning up a facillty in Burbank, Cahf,
and 12 other contaminated sites nationwide

The Santa Clara County Supenor Court ludge ruled Dec 17 that
Bethesda, Md -based Lockheed had not presented sufficient evidence
to show that pollution at its former Burbank aircraft manufacturing
facility resulted from sudden, umntended and unexpected events, ac-
cordng to Jun Barber, a partner at Hancock Rothert & Bunshoft
LLP,which represents London insurers involved in the case

In a pretnal heanng, Judge Leslie C Nichols dismissed the claim
filed agamst underwnters at Lloyd's of London, various London mar-
ket msurance companies and Contmental Insurance Co The decision
applies only to the Burbank facility and not the 12 other sites disputed
in Procter and Companies vs Lockheed COlp The Burbank site, how-
ever, is the largest of the 13 locations for which Lockheed has been
seelang coverage, according to Mr Barber

Lockheed was closed last week, and representatives for the company
could not be reached for comment

Harassment coverage denied

TRENTON, N J -A company supervisor accused of sexual harass-
ment is not covered under any of three insurance policies, including
his employer's workers compensation and hability policies, the New
Jersey Supreme Court ruled

In a ruling last month, the state high court unammously found that
a supervisor charged in a civil suit with harassing a subordinate at
Artex Knitting Mills Inc in Westville, NJ,is not covered by Artex's
workers comp policy Artex itself, and not any individual employee,
is the only insured under the policy, the court found

In addition, the court concluded that the supervisor, John McClure,
is not covered under a comprehensive general hability policy issued
to Artex because the pollcy provided that "no employee is an insured
for bodily injury or personal inlury to a co-employee while in the
course of his orher employment " The policy also excluded coverage
for "harassment, humiliation, discrimination or other employment-
related practices "

Finally, Mr McClure's homeowners policy does not provide cover-
age because his alleged actions occurred in the workplace, the court
ruled

Mr McClure was sued by another Artex employee, Suzanne Miller,
after allegedly making several vulgar sexual comments, forcing phys-
ical contact and threatening her with a gun, the ruling says

Mr McClure filed third-party complaints for coverage against New
Jersey Re-Insurance Co of West Trenton, Artex's workers comp in-
surer, Atlantic Mutual Insurance Co , the company's CGL insurer,

and Huron Insurance Co of Harleysville, Pa, Mr McClure's own
homeowners insurer

Holiday bonus vanishing: Survey

LINCOLNSHIRE, LII-Most U S employers no longer provide any
type of hohday bonus, and the majority of large employers have nev-
er had a bonus connected to the holiday season, a new Hewitt Associ-
ates LLC survey shows

According to the survey of 268 employers nationwide, "1999-2000
Salary Increase Survey," just 36% offer a holiday bonus Twelve per-
cent of the companies surveyed reported discontinuing holiday
bonuses in the recent past, with 84% eliminating them in the 19905
and the remainder in the 1980s

The primary reasons employers gave for discontinuing holiday
bonuses were cost and a desire to focus more on performance-based
pay, explained Ken Abosch, Hewitt's global compensation business
leader

"Companies have reallzed that tying bonuses to busmess results is
a more powerful way to reward employees and improve perfor-
mance," he said "They are moving away from an 'entittement men-
tality' toward a performance-based pay model "

Of the companies shll providing hohday bonuses or gifts to employ-
ees, 37% provide cash, 29% give food gifts such as turkeys or hams,
26% host holiday parties and 24% give employees dift certificates to
local retailers The total percentages exceed 100% because some em-
ployers provide more than one type of bonus

See Updates on page 22

Errors & omissions

« Due to a typographical error, a Dec 20, 1999, story on Employers
Reinsurance Corp incorrectly reported that the reinsurer is exiting the
medical hability market ERC in November announced it was withdraw-
ing from media hability business (BI, Nov 15,1999)

Prodigy is not held liable

for false information online

By JUDY GREENWALD Lunney us Prodigy Services Co

The decision, in effect, weighs

of sehding the messages
In upholding a lower court deci-
ALBANY, N Y -Internet ser- the impracticality of demanding sion to dismiss the case, the court
vice providers are no more re- that Internet service providers said in a unanimous opinion that
sponsible than telephone compa- monitor the data they tran]smit "Prodigy's role in transmitting e-
mes for the data they transmit, against the individual's need to be mail is akin to that of a telephone
says New York's highest court protected against defamation and company, which one neither
Some attorneys call the ruling it lands on the side of the ISPs wants nor expects to superintend

The case involves Alexander G the content of its subscribers’' con-

significant because the highly re-
spected New York Court of Ap- Lunney, who was 15 in 1994 when versations "
peals is the first state high court someone using his name opened "In this respect, an ISP, like a
to tackle the issue of privacy and several accounts with White telephone company, is merely a
defamation in cyberspace Plains, N Y -based Prodigy and conduit,” said the court

Other attorneys say, though, sent vulgar, profane and threE.ten- we conclude Prodigy was not a
that other courts, Including feder- ing electronic mail, according to publisher of the e-mail transmit-
al courts, are already reaching the court papers Mr Lunney sued ted through ItS system by a third
same conclusion presented in the Prodigy, saying he had been stig- party "
Dec 2 decision in Alexander G matized by being falsely accused

AH P settles jury verdict

Verdict not expected to weaken national Fen-Phen pact

FAYETTE, Miss -American opt-outs from the national set- Under the terms of the na-
Home Products does not expect tlement or on the ultimate ap- tionwide settlement, plaintiffs
that the settlement of a $150 proval of the settlement "
million verdict in On Dec 21, a ury and can bring their own suits
e A2 T in Jefferson County, against American Home If

diet drugs will scut- Miss, awarded five enough people elect this option,

can decide not to participate

Mississippi over its

tle a nationwide set- ---11 plaintiffs $150 mil- American Home will have the
tlement it reached 1=/9- lion in compensatory right to back out of the deal (B,
last year damages because Oct 11, 1999) To date, the com-

In a written state-
ment, the company's
counsel, =

they contracted pri- pany has not said at what point

4*1 mary pulmonary hy-

pertension after tak-

it would back out
general The verdict was not entirely
ing Amencan Home's unexpected VWhen the nation-
diet drugs, Redux wide settlement was reached in
Mississippi verdict Fenfluramine and Pondimin, oart October, American Home set
was for plaintiffs 11 Hydrochlorlde ,;80+ of the popular Fen- aside $ 1 billion for future litiga-
who had primary . e Phen combinaticn tion expenses, which included
pulmonary hyper- 1—— -A +ROBINS Immediately after claims for primary pulmonary
tension and the na- the iury verdict was hypertension Also at that time,
tionwide settlement announced, the com- analysts expected the total
explicitly did not pany agreed to settle amount of primary pulmonary
cover that class of substantially all of hypertension verdicts to hit $1
people, the company "doesn't the diet drug suits pending in billion None of that cost is cov-
believe this verdict will have a Mississippi The amount was ered by insurance

material effect on the number of not disclosed -By M:chaet Pnnce

NOC003164763 100 b
Louis Hoynes, said
that because the

PHOTO REUTERS

Comp care savings studied

By MEG FLETCHER external affairs team Mr Green plan to review the WCRI's new
also _s risk manager for Fort findings

Using networks of medical Worth, Texas-based Justin Indus- The WCRI said in a statement
providers to treat injured workers tries Inc, which manufactures that ItS study "is the largest and
can significantly reduce workers footwear and building materials most comprehensive of its kind,
compensation medical costs with- RIMS members already hape based on analyses of more than
out increasing the duration of dis- plans to research the same genei - 160,000 closed workers compen-
ability or wage-loss costs, a recent al topic in the next several , sation claims in three large and
study reports months, the society is now draft- diverse states "

The findings by the Cambridge, ing a survey and will solicit re-
Mass -based Workers Compensa- sponses from multistate employ- California, Connecticut and
tion Research Institute appear ers in various industry groups, Texas, all had injury dates be-
"right on" to some members of the Mr Green said tween Aug 1, 1995, and June 30,
Risk & Insurance Management In addition, as part of their 1997, according to the WCRI's
Society Inc, according to Jim preparation of their survey, those 183-page report, "The Impact of
Green, vice chairman of RIMS' who are drafting the RIMS survey

The claims, from workers in

See Networks on page 6
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Vermont court ruling
Same-sex couples'
rig ht to benefits upheld

By MARK A. HOFMANN

MONTPELIER, Vt.-How Vermont law-
makers respond to a recent state supreme
court decision guaranteeing same-sex cou-
ples the same rights and benefits as married
heterosexual couples could mean the differ-
ence between a major or minor headache for
employers in that state.

In Stan Baker et at. vs. State Of Vermont
et at., the Vermont Supreme Court held that
there was no state constitutional reason for
"denying the legal benefits and protections
of marriage to same-sex couples." But the
court stopped short of permitting same-sex
marriages, instead ordering the state Legis-
lature to develop some means of implement-
ing its decision.

How lawmakers choose to do so will be of
great importance to employers. If legislators
choose to create a system of domestic part-
nership, employers would probably find it
easier and cheaper to comply with the law
than if the Legislature decides to make Ver-
mont the first state to recognize full-fledged
same-sex marriage, experts say.

"Employers will have to wait to see what
the impact will be," said John Piro, a con-
sultant in the Rowayton, COnn., office of
Lincolnshire, lll.-based Hewitt Associates
L.L.C. Mr. Piro pointed out that the court
did not set any deadline for legislative ac-
tion.

He also noted that many employers al-
ready provide domestic partner benefits.
Employers with domestic partner benefits
face the question "do they have to do some-
thing in addition to what they've already
done?" he said. The answer depends on the
nature of legislation drafted to implement
the decision, he said. The mere fact that an
employer already has a program in place
"doesn't necessarily mean you can stick
with that program,” Mr. Piro said.

The case involved three same-sex couples

who had been living together in "committed
relationships for periods ranging from four
to 25 years," according to the decision. Each
couple sought a marriage license from their
respective town clerk, and each was denied.
The plaintiffs then sued the municipalities
that had denied them the licenses, as well as
the state, claiming that their rights under
the state constitution had been violated. The
state superior court ruled against the plain-
tiffs, but the state high court reversed the
lower court on Dec. 20, 1999.

"We hold the state is constitutionally re-
quired to extend to same-sex couples the
common benefits and protections that flow
from marriage under Vermont law,"” wrote
Chief Justice Jeffrey Amestoy, who was
joined by three of his four colleagues in the
decision.

"Whether this ultimately takes the form
of inclusion within the marriage laws them-
selves or a parallel 'domestic partnership’
system or some equivalent statutory alter-
native rests with the Legislature. Whatever
system is chosen, however, must conform
with the constitutional imperative to afford
all Vermonters the common benefit, protec-
tion and security of the law," he wrote.

In a partial dissent, Associate Justice
Denise R. Johnson held that the Legislature
didn't have to get involved, and that by not
allowing the plaintiffs to receive marriage
licenses, the court majority had denied them
"the relief to which they are entitled as a re-
sult of this decision.”

The nature of that relief will have a con-
siderable impact on how the decision ulti-
mately affects employers.

For self-insured, employer-provided ben-
efit plans covered by the Employee Retire-
ment Income Security Act, moves to fulfill
the decision's mandate by creating a system
of domestic partnership rather than mar-
riage could have considerably less impact

See Vermont on page 6

MMI purchase to boost
St. Paul's med mal lead

Analysts see acquisition as a winner for buyers, too

By JUDY GREENWALD

ST. PAUL, Minn.-The St. Paul Cos.
Inc.'s agreement last month to acquire
medical malpractice insurer MMI Cos.
Inc. for $200 million will give MMl's
policyholders more securjty, analysts
say.

MMI policyholders, which include
many large hospital groups. will be bet-
ter off with the financially strong St.
Paul than with Deerfield, lll.-based
MMI, they say. MMI posted $105.1 mil-
lion in pretax charges to earnings for the
third quarter, most of which was in re-
serve additions. Terms of the deal also
call for assumpticn of $120 million of
MMI's debt.

"If | was a pol.cyholder of MMI, I'd be
ecstatic about this deal, because I'd re-
place what has become a marginal cred-
it, MMI, with a very strong credit, St.
Paul," said Michael Frinquelli, an ana-
lyst at Renaissance Fund Advisers in

New York.

The deal is also seen as a good strate-
gic move for St. Paul. Although St. Paul
is the largest writer of U.S. medical mal-
practice insurance, it focuses mainly on
small and midsize health care providers,
while MMI's base is larger accounts.

Analysts estimate that St. Paul, which
reported net premiums written of $575
million from its worldwide health care
business for the 12 months ended Sept.
30, has about a 6% to 7% share of the
highly fragmented and competitive
medical malpractice market. For the
same period, MMI reported net written
premiums and fees of $432 million.

Douglas Leatherdale, St. Paul's chair-
man and chief executive officer, said in
a statement: "MMI's businesses rep-
resent a solid strategic fit with our own
medical services risk management
capabilities. The St. Paul will be
better positioned to deliver superior

See MMI on next page

, St. Paul's lead in medical
#* f malpractice market to grow

Company

e St. Paul
Cos. Inc.

MMI Cos.
Group

Combined

1998 direct 1998

market share

Adjusted

premiums loss ratios

6.1% 86.5

$367,552,000

$208,925,000 3.5% 73.1

$576,477,000 9.6%

Source: AM. Best Co.

RIMS chapters
call on neighbors

By AMANDA MILLIGAN

Three Missouri-based chapters
of the Risk & Insurance Manage-
ment Society Inc. are proving the
adage "the whole is greater than
the sum of its parts."

Late last year, the RIMS chap-
ters of Kansas City, St. Louis and
the Ozarks area met on the cam-
pus of Southwest Missouri State
University to discuss how they
could help one of the few nearby
universities that offered a risk
management program.

At the same time, the chapters
also talked about other areas in
which they could work together,
said Dick Heydinger, director of
risk management services for
Hallmark Cards in Kansas City,
Mo.

What emerged from that diseus-
sion was the agreement to sponsor
a "drive-in," where members from
each of the chapters would con-
verge upon the Missouri capital,
Jefferson City, for two days in
mid-February.

Members will meet with legisla-
tors about insurance and workers
compensation issues. Among the
topics discussed at the meeting
will be commercial lines deregula-
tion, direct placement taxes and
the proposed ergonomics stan-
dard, said Mr. Heydinger.

Carol Ann Vasko, director of in-

surance and risk management at
H & R Block Inc. in Kansas City,
Mo., said the Kansas City chap-
ter's visit to the Kansas Depart-
ment of Insurance and with some
legislators in 1998 helped employ-
ers communicate their opinions on
critical issues. As a result, "it
helped us with work comp issues
and some of the taxes levied on
insurance programs," she said.

"We're hoping, when we go to
the Missouri Department of Insur-
ance, that we have the same re-
sponse," Ms. Vasko said.

Meeting with the St. Louis and
Ozarks area chapters, Ms. Vasko
said, gave her chapter an "aware-
ness that the other chapters are
probably struggling with the same
concerns," such as membership
and education.

"It's good to get to know mem-
bers in your state, so that when
you have a statewide regulatory
or legislative issue, you've got
friends to call on, so it doesn't be-
come a single-employer issue,”
said Mr. Heydinger. "l think legis-
lators respond more to that.”

Daniel Barry, director of gov-
ernment affairs for RIMS national
in New York, said that, by work-
ing together, neighboring chap-
ters "can help develop and exe-
cute a coherent legislative strate-
gy." RIMS supports such partner-

See Chapters on page 23
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The Seine River flooded its banks in Paris
(above), while winds destroyed the scaffold-
ing on a building in Barcelona (below), as a
result of two storms that hit Western Europe
last week. The storms may result in record
levels of insured damages.

PHOTOS: AFP

Europe walloped
by winter storms

Insured losses from windstorms Lothar and Martin,

which pounded Western Europe in the days after Chlist-
mas, may result in unprecedented insured losses in Eu-

Hurricane-force winds, snowstorms and alpine
avalanches brought on by the two storms that hit on Dec.
26 and Dec. 28 killed at least 120 people and, according
to initial estimates by a catastrophe modeling company,
could result more than 6 billion euros ($6.04 billion) in
insured losses.

Risk Management Solutions Inc. of Menlo Park, Calif.,
estimated that insured damages throughout Western Eu-
rope could top those from the 1990 windstorm Daria.
Daria was the most expensive insurance insured event
ever in Europe, with insured losses of 6 billion euros in
1999 values.

France was hit the hardest by the storms. Sixty-eight
persons died, most from falling debris. The most intense
winds from Lothar, which hit early on Dec. 26, moved
directly over Paris and into eastern France. Gusts of 90
mph were recorded on the streets of Paris, and the Seine
River flooded several areas of the city, prompting
Parisian officials to ask the government to declare Paris
a natural disaster area.

The RMS reconnaissance team that had been survey-
ing damage in France mported unprecedented levels of
losses. In central Paris, an estimated 60% of buildings
suEered some degree of roof damage, and in some towns
in eastern France, nearly all buildjngs sustained at least
some damage.

There was also substantial damage to historic monu-
ments, churches and gardens in France. In Paris, spires
blew off the roof of the Notre Dame cathedral, and the
Saint-Chapelle church sustained torn roofing and a shat-
tered stained glass window. And among the millions of
trees uprooted throughout the country were thousands of

trees in the Versailles Palace gardens, outside Paris.
Maria Kietmas
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NMMI

Continued from previous page
products and services to a full range
of clients, from the single-physician
practice to the world's premier
health care institutions.”

B. Frederick Becker, MMI chair-
man and CEO, said "integrating The
St. Paul's leadership position in
health care insurance services with
MMI's international reputation in
health care risk modification ser-
vices creates a world-class differen-
tiated product.”

In addition to insurance, 1VIMI
products and services include rein-
surance, clinical risk management
and operational consulting services.
Its operations include Unionamerica
Insurance Co. Ltd; a London-based
insurance and reinsurance company,
which will continue as a stand-alone
operation.

Few were surprised by the deal,

citing MMI's recent charge, its $57.7
million nine-month operating loss
and its recent stock market perfor-
mance. MMI's stock closed at $3.94
on Dec. 17, the last day of trading
before the deal was announced. MMI
shares had a 52-week high of $18.13.
Under terms of the deal, which is
expected to close in this year's sec-
ond quarter, St. Paul will pay S10
per share in cash-about $200 mil-
lion-and will assume current MMI
debt. 1VIMI's reserves will be brought
in line with St. Paul's conservative
reserving philosophy at the deal's
closing, said a St. Paul spokesman.
An integration team's work is ex-
pected to take at least two months,
said the spokesman, who noted St.
Paul and MMI have been in contact
with one another for about a year.
No decision has been made as to

whether Mr. Becker will retain his

position. He joined MMI as president

in 1985. Mr. Becker is former presi-
dent and CEO of Ideal Mutual Insur-

VWe know business

inside and out.

ance Co., which was ordered liqui-
dated by a New York court in 1985.
Observers at the time, however, not-
ed Ideal Mutual was troubled before

Mr. Becker took its helm.

'From a security
standpoint...il likely puls
policyholders in a better
position,' says Jay Cohen
of MMI's acquisition.

Observers say that while the deal
is unlikely to have a significant im-
pact on St. Paul policyholders, it is
clearly a positive for 1VIMI's policy-
holders. "Certainly you want to have
St. Paul backing you, as opposed to
MMI," said Michael A. Lewis, senior

insurance analyst with Warburg Dil-
lon Read in New York.

"MMI clearly has had balance
sheet issues, so from a security
standpoint. . .it likely puts policy-
holders in a better position," said Jay
Cohen, an analyst with Merrill
Lynch & Co. in New York.

The deal is clearly positive for pol-
icyholders "because it addresses an
area of weakness, which is capital,”
said Matthew Coyle, director at rat-
ing agency Standard & Poor's Corp.
in New York. MMI's reserve charge
"severely weakened" its capital po-
sition, and "St. Paul, with its vast fi-
nancial resources, certainly alleviat-
ed that problem."”

Other analysts also point to MMrs
financial condition. "1\£MlI's deterio-
rating financial results had led to
some concern about the company's
long-term financial health, and be-
cause medical malpractice insurance
is a long-tail product, policyholders
have to be concerned about long-
term viability," said Steve Huffines,
managing director at First Union
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Securities in Chicago. "This transac-
tion should eliminate any of those
concerns" because St. Paul is one of
the strongest insurers in the indus-
try, he said.

"l think it's fair to say IVIMI was
very clearly a distressed property
and was beginning to lose the insur-
ance market's confidence in itsabili-
ty to remain independent going for-
ward," said Michael Smith, an ana-
lyst with Bear, Stearns & Co. Inc. in
New York. When that happens, there
is the risk of a downward spiral in
revenues, he said. "The only exit
strategy was to sell out.”

Mr. Smith said 1\£Ml's problems
were caused by "underpricing and
underreserving in the face of a very
competitive market that finally
caught up to them."

The deal is also a good strategic
move for St. Paul, say observers.
With the deal, St. Paul "becomes the
major player in virtually all market
segments in the medical malpractice
market," said Mr. Smith.

The combination makes a lot of
sense, said Mr. Huffines. "St. Paul is
the largest med mal insurer, with
roughly a 7% market share, and
adding MMI will take them to 10.4%
of the total market.”

St, Paul has accounted for as much
as 20% of the market in the past, he
said, but it lost market share as pric-
ing eroded, and it was unwilling to
write underpriced business.

"Moreover, the past year and a
half, pricing has been firming, albeit
erratically,” said Mr. Huffines. "The
increased market penetration should
better enable St. Paul to lead the
market higher."

"Medical malpractice has been a
very difficult line of business for the
industry,"” said Merrill Lynch's Mr.
Cohen. "Many companies are now
trying to raise premium rates, and
the timing here may prove to be good
for St. Paul. . .(which is) potentially
buying at the bottom" of the market.

William M. Wilt, vp and senior an-
alyst at rating agency Moody's In-
vestors Service Inc. in New York,
said: "MMI has a particular niche in
the area of risk management in the
medical liability sector.

"They've got extensive databases
of medical malpractice claims and
what they call'clinical practice out-
come data,' and very much a part of
their culture has been to couple the
insurance product with risk man-
agement services." In addition to in-
creasing its market share with the
deal, St. Paul will benefit from these
databases, said Mr. Wilt.

John L. Ward, of the Cincinnati-
based Ward Financial Group, said
that "it's not surprising that St. Paul

Cos. would be interested in a medi-

cal malpractice specialty writer like
Mt\U Cos.

"The group of medical malpractice
specialty writers throughout the
U.S.-of which MMI is on-has his-
torically done an excellent job of be-
ing close to the customer, customiz-
ing a creative package of services to
their physician and hospital groups,
and has been tough competition for
the commercial carriers such as St.
Paul Cos., CNA and others.”

Mr. Ward said he expects medical
malpractice specialty writers "will
continue to eat away" at St. Paul's
market share because they have a
better knowledge of the market be-
ing served.

Mr. Ward also questioned the de-
gree to which St, Paul will retain
MM policyholders. "To the extent
St. Paul comes in and raises prices,
which is likely they will do, (policy-
holders) will go to companies that
are more competitive, and that
wouldn't be surprising at all," he
said.

The St. Paul spokesman said: "We
think this is going to position us to
maintain and increase our accounts.

| don't think it's certainly at all a giv-
en we would lose MMI clients.” 1
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C OoOpProiIinmnicorns——
Safe bets for new century

WITH THE 20TH CENTURY shortly drawing to a close, ,-

we are hurriedly coming up with our annual predictions on

e "in" and

risk of potential Y2K power outages.

This marks our 13th year of making predictions of likely
events and trends in the worlds of risk m
employee benefits. Looking back on our predictions for the
ins and outs of 1999, we scored more hits than misses.

Some of our predictions that became reality last year in-
clude: more risk securitization and capital markets in-

"out” in the yea

hat will
Business Insurance computers are shu

volvement in risk financing; lawsuits bein? filed over in-

surance coverage of Y2K prob

surers in demutualization; ACE and XL continuing their

acquisition spree; insurers using the World Wide Web as
more than a corporate billboard; and an end to stable

health insurance premiums.

We were not without our misses, however, which includ- ,

redlc?on

of: lobbying by U.S. insyrer, r tax breaks i -
O Catastiophe reserves; hore verticaimtegration among 1 --s

brokers and insurers; less goygryrgjrg%r]gtd)ergdgarpe for pen3|on

plan administrators; an end

s annual

venture system; and the defeat of patient protection bills

that would allow employees to sue their plan sponsors.
Our best guesses of what 2000 will hold includes:

IN: E-commerce solutions for commercial insurance.

IN: Lawsuits for coverage of Y2K remediation efforts.

IN: More lawsuits filed by governments against manu- sponsored plans.

OUT: Serious efforts to enact federal tort reform legisla-
IN: Generous cash balance plan conversion benefits to tion

OUT: Additional reserving for Unicover losses by rein-
IN: More talk than action on raising property/casualty surers.

OUT: Multiyear property/casualty insurance policies

facturers of unpopular products.

quell dissatisfaction.

insurance rates.

IN: Insurers and reinsurers relocating to Bemuda.
IN: Managed care reform as an election issue.
IN: Adoption by employers of "defined contribution" ap- only insurable risks.

proach to health care benefits.

IN: Mergers of insurance trade associations.
IN: More city governments setting domestic partner ben-

efit rules for contractors.

IN: Mergers of banks and insurers in wake of financial

services reform.
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OUT: Single-digit health care cost increases.

OUT: Rigid approach to managing care by HMOs.
OUT: The word "Y2K."

OUT: Generous prescription drug benefits in employer-

OUT: The view that risk management should deal with

OUT: NAIC foot-dragging on commerciallines deregu-

lation.

OUT: Employers absorbing health care increases with-

out cost-shifting to workers.

with captives.

OUT: Federal regulatory opposition to funding benefits

Tribal captives not a new concept

To the editor: Regarding the article
"Indian Nations Considered for Captive
Insurance Role" (Bl, Sept. 6, 1999), Mr.
Rudolph's and Mr. Routman's conclu-
sion that "an American Indian Nation
represents an acceptable offshore domi-
cile for the formation of captive insur-
ance companies" is hardly new news. In
1986, the Red Lake Band of Chippewa
exercised its sovereignty and issued an
operating charter for a tribal intergov-
ernmental risk pool. | was that pool's
first chief executive officer.

We suspected that tribal sovereignty
would be "discovered" by non-Native
groups, one day, to form onshore havens
for non-Indian captives. Our concern
was that these groups would try to use a
tribal charter to escape state insurance
department scrutiny. After all, at the
time it was already possible to create
captives both in Vermont and offshore.

The most interesting aspect of this
story relates less to insurance alterna-
tives and more to the unique sovereign
status of tribes. Behind the story is the
interrelationship between a tribe's
sovereignty and its use and protection of
that sovereignty. With passage of the In-
dian Gaming Regulatory Act, Congress
demonstrated that it was willing to lim- -
it tribal sovereignty. Few things would
please me more than seeing a tribe de-
rive needed revenue by issuing charters
to non-Native captives, so long as tribal

sovereignty remains immune from at-
tack. Unfortunately, there remains in
our society an element that opposes
tribal sovereignty and will use whatever
convenient excuse is available to attack
legitimate tribal governments.

The real problem with tribes issuing
charters to non-Native captives is that
organizations seeking such charters are
most likely to be looking for reduced
regulatory oversight. The reality is that
tribes are likely to have to establish
greater, not lesser, levels of regulatory
scrutiny in order to withstand that chal-
lenge, which is sure to follow. The end
result is likely to be a relatively
unattractive captive jurisdiction, given
the existing domiciliary alternatives,
which run the gamut from stringent to
minimal supervision.

So long as a tribe limits itself to issu-
ing insurance charters under principles
of "self-governance" of tribal activities,
tribal business and ever. insuring tribal
members for risks that occur within "In-
dian country,” challenges will be mini-
mized. As with gaming, however, when
a tribe begins issuing charters for non-
Native captives, federal constraints will
be sought.

Whether a tribe forms a captive or
» uses other alternatives, one of the best

uses of tribal sovereign powers is man-
aging tribal risk. Tribes with adequate
spread of risk and financially secure

tribes have much to gain by self-insur-
ing. Even smaller and less well-off
tribes can improve their lot with a cap-
tive. At a minimum, tribes can avoid
paying taxes to the state in much the
same way that other governments do.
Intergovernmental risk pools have a
proven record of serving their member
insureds in a superior manner. The nu-
ances of Indian law, application of the
Federal Tort Claim Liability Act to
some tribal activities, and sovereign im-
munity for governmental exposures re-
quires more than a little expertise to
structure a financially efficient tribal
risk management program.

Although gaming has improved the fi-
nancial status of some tribes and their
members, many tribes continue today in
much the same way as in the past-in
dire need of economic assistance. Self-
insuring, with appropriate excess cover-
age attachment points, can preserve
their limited financial resources.

As an academic exercise, exploring
the concept of forming non-Native cap-
tives using a tribe's sovereign status and
domicile is interesting, but neither new
nor particularly complicated. | am sure
that many of my native American col-
leagues will place this discovery in the

same category as Columbus' "discovery"
of America.

Lee Backus

Washington
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B/listing of employee benefit information resources

The Employee Benefit Information Resource section is an editorial compilation of current in-
formational and educational material on topics of interest to corporate employee benefits execu-

tives.

The listings are published as an editorial service by Business Insurance; there is no charge to

, list materials in the section.

All of the materials may be obtained free by Bl readers. To receive any of the materials listed
in this section, please write the item numbers of those materials on the reader service coupon
printed in the section, fill out the remainder of the coupon and mail it to:

Business Insurance Reader Service Center

519 E. Briarcliff Road

Bolingbrook, Ill. 60440

All requests must be received before April 10, 2000.

EMPLOYEE BENEFITS

| Managing Absences by Integrat-
ing Human Resource Policies and
Benefit Plans, a booklet by Aon
Consulting Worldwide, contains a
collection of easy-to-use, compre-
hensive checklists to help benefit
professionals and risk managers de-
velop effective absence and disabili-
ty management policies and procei
dures. Request item 501.

= Aon Consulting's 1999 Workforce
Commitment Indexbooklet discuss-
es trend measurement and major
factors in employee commitment as
well as offering analyses based on

region, industry and age. Request
item 502.

- ARAG Group's How to Choose a

Group Legal Plan explains the ben-
efit and offers tips for benefit plan-

Susfness

ners on how to find legal plans that

best fit their needs. Request item
503.

= The Bureau of National Affairs
provides a summary of Social Secu-
rity and Medicare benefits, includ-
ing retirement, disability and sur-
vivors' benefits. Request item 504.

= Child & Elder Care Insights Inc.
gives more than 70 reasons why
work/life programs work, backed up
with statistics, quotes and other
docurnentation on the use of these
programs in corporate America. Re-
quest item 505.

« Understanding Interactive Voice
Response Technology, by Informa-
tion Products Inc., provides an
overview of IVR, including a glos-
sary of related terms. Request item
506.

= The International Foundation of

Employee Benefits offers its CEBS
Catalog of Information about the
10-course professional certification
program it provides for those pursu-

ing the designation. Request item
507.

I Communicating Employee Bene-
fits via the Web, offered by the Cor-
porate Benefits Institute of the In-
ternational Foundation of Employee
Benefit Plans, reports the results of
a survey on how benefit profession-
als use the Internet and intranets.
Request item 508.

m Employer-Sponsored Group
Long-Term Care Insurance, an anal-
ysis of a survey conducted by the In-
ternational Foundation of Employee
Benefit Plans, summarizes the rele-
vance of the Health Insurance
Portability and Accountability Act
of 1996. Request item 509.

- Health Benefits for Alternative

To obtain copies of literature and information about products and

Information

services listed in the January 3 info section, simply indicate the
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Medicine, published by the Interna-
tional Foundation of Employee Ben-
efit Plans, answers questions about
insurance coverage for alternative

or non-mainstream methods of heal-

ing. Request item 510.

- Benefits Quarterly, published by
the International Society of Certi-
fied Employee Benefits Specialists,
focuses on policy developments and
the latest trends in benefits and

compensation. Request item 511.

» The International Society of Cer-
tified Employee Benefit Specialisi
lays out results from its survey t.-
tled, Health Benefits for Alternatire
Medicine: Is There a Fit? Request
item 512,

i Marsh Risk Consulting provides
recommendations for a new absence
management and prevention pro-
gram that monitors and quantiffes
all time away from work for aging
employees. Request item 513.

m Meridian Resource Corp. offers a
presentation titled Health Care
Subrogation Recoveries: Re-Invent-
ing Subrogation for the New Millen-
nium. Request item 514.

- Keep an Eye on Health Care
Claims by Meridian Resource Corp.
encourages consumers to doutle-
check their claims status and hal-
ances, reminding that people End

computers make mistakes. Request
item 515,

i Meridian Resource Corp. offers an
article that explains the Diagnosis
Related Group system and outlines
some of its advantages and disad-
vantages. Request item 516.

| The Resource, Prosource Fir.an-
cial L. L. C.'s quarterly newsle-ter,
provides trends, statistics, charts
and graphs on employee benefit is-
sues and concerns. The informatién
includes surveys and analyses of

regulations and cost, Request .tem
517.

« The Segal Co.'s 2000 Annual Re-
port & Disclosure Calendar for Ben-
efit Plans indicates general report-
ing and disclosure requirements ap-
plicable to pension and welfare ben-
efit plans on an annual basis Re-
quest item 518.

< Another look at HIPAA, an article
prepared by T.E. Brennan Co., sums
up the effect the Health Insurance
Portability and Accountability Act

has had since its enactment. Request
item 519.

- T.E. Brennan Co. offers a look at
employee benefit trends, such as'de-
signing benefit plans based cn the

needs of today's employees. Request
item 520.

- Watson Wyatt Worldwide o€fers a
survey, based on interviews with
more than 100 major employers, ex-
ploring the links between best prac-
tices, lower costs and employee sat-
isfaction with health benefits. Re-

quest item 521.

« Phased Retirement: Reshaping the
End of Work, a survey report by
Watson Wyatt Worldwide, examines
the growing popularity of phased
retirement programs, the business
case for such programs and how

they are implemented. Request item
522,

i The Fourth Annual Survey of Em-
ployers on Purchasing Value in
Healthcare, conducted by the Wash-
ington Business Group on Health
and Watson Wyatt Worldwide,

asked nearly 300 organizations to
examine the strategies they are
adopting to deliver value in health
care in the face of rising costs. Re-
quest item 523.

* Watson Wyatt Worldwide, in con-
junction with the Washington Busi-
ness Group on Health, sums up the
results of a survey of 178 major
companies on their experiences with
both integrated disability managed
ment and health and productivity
initiatives. Request item 524.

I Westport Benefits provides
a training guide for brokers on seri-

ous iliness insurance. Request item
525.

I An article offered by Westport
Benefits examines various benefits
of serious illness coverage for em-

ployees and employers. Request
item 526.

I Information from Buck Consul-
tants Inc. lists important employee
benefit limits, filing deadlines and
key Social Security and Medicare
figures for 2000. Request item 527.

« Buck Consultants provides an ar-
ticle that maps out key Medicare
values released by the Health Care

Financing Administration. Request
item 528.

« Buck Consultants offers a year-
end review for plan administrators
that sums up the effects of provi-
sions to employee benefit laws and
ways to maximize the benefits with-

in the confines of these laws. Re-

quest item 529.

FINANCIAL SERVICES

= In Accounting for Pensions and
Other

1999, Watson Wyatt Worldwide an-
alyzes disclosures under Financial

Post-Retirement Benefits

Accounting Standards Board state-
ments 87 and 106 as amended by
FAS 132 in the most recent financial
reports of the largest U. S. industri-
al and service companies. Request
itern 801.

i Capturing the VValue: How 401 (k)
Plans Measure Up by Watson Wyatt
Worldwide analyzes the aggregate
scores of more than 500 plans from
companies responding to a written

survey. Request item 802.

I A Buck Consultants Inc. article
discusses employers' need to seek
shareholder approval when consid-
ering executive incentive plans. Re-
quest itern 803.

INTERNATIONAL

| The Aetna/Generali Global Bene-
fits Network 1999 Country Benefits
Manual lists the general customary
benefits, such as health insurance
and retirement planning, offered

in almost 50 nations. Request item
901.

- A Baker & McKenzie magazine
lays out the current status of laws
affecting labor, employment and
employee benefits throughout the
world. Request item 902.

- Duff & Phelps Credit Rating Co.
provides an overview of U. S. life in-
surers' European medium-term note
programs, which offer investment
options to pension plan sponsors

and other institutional investors.

Request item 903.

I Duff & Phelps offers a pamphlet
examining competition among
Canadian life insurers. Request item

904. ial
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Agent/Broker Topics

Highlight of financial services legislation
for intermediaries is NARAB provision

By SALLY ROBERTS

ithough

and brokers view

agents

the passage of the

Financial Services
Modernization Act
as a positive devel-
opment for the insurance indus-
try, they do not view it as a
harbinger of dramatic conver-
gence between banks and insur-

ance intermediaries.

Instead, agents and brokers ex-
pect more consolidation to occur
between banks and insurance
companies.

The culture clashes between
banks and insurance intermedi-
aries is preventing large-scale
consolidation between the enti-
ties, some agents and brokers
say. At the same time, they do
see opportunities for agents and

brokers to take advantage of the
law and affiliate with banks to
distribute a variety of financial
products and services.

The Gramm-Leach-Bliley Fi-
Nnancial Services Modernization
Act, which President Clinton
signed into law in November, re-
moves many of the barriers that
have prevented banks, insurers

and securities firms from affiliat-

ing with one another and being

involved in each other's business
(BL Nov. 1,1999).

It also promotes uniformity in
insurance agent and broker state
licensing through the planned
creation of the National Assn. cf
Registered Agents & Brokers.
NARAB, which would serve as a
federal clearinghouse for multi-
state licensing, will be created .f
not enough U.S. jurisdictions act
to bring uniformity or reciproci-

IMPROVE
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6 E. 43rd St., New York, NY 10017 - 888-355-4626 « email: cvel@distinguished,com

ty to their licensing laws within
three years.

Intermediaries view the
NARAB provision as one of the
bill's strongest elements.

" One of the big issues for bro-
kers has been a national plat-
form for agent and broker licens-
ing, and one of the big benefits
of that bill was to come up with
some consistency with statutory
licensing regulations," said Gary
Griffith, chairman and chief ex-
ecutive officer of Summit Global
Partners Inc. in Dallas.

Bill Caplice, managing director
at Aon Risk Services Inc. in
Chicago, agrees.

"Anything that better manages
the licensing process will reduce
costs and increase quality," he
said. "Those are good things for

the business.”

In terms of convergence, how-
ever, 'TINn not sure a lot will

change for us in the insurance

brokerage and consulting
world,"” Mr. Caplice said. "We
need to continue to be solution
providers, effectively helping our
clients analyze their business
risks and implement solutions to
meet their needs.

"l see the banks more likely to
take advantage of the coming re-
forms and entering the life insur-
ance business, rather than the
property/casualty or broker/con-
sulting side of the business," he
said.

Other brokers agree.

"l think (the law) will create a
pathway for major financial ser-
vice companies to enter the in-
surance market,” Mr. Griffith
said. "My feeling is that their
primary interest is in underwrit-
ing and less in distribution. This
will lead to further consolidation
among the large bank holding
companies and insurers."

"l think it gives us the option
to team up with banks to create
the ability for them to distribute
our products, but | don't see an
immediate ground swell of inter-
est from banks wanting to enter
the insurance sales arena,"” Mr.
Griffith said.

Bernard H. Mizel, chairman
and CEO of USI Insurance Ser-
vices Corp. in San Francisco, said
that banks are not entering the
insurance distribution arena »be-
cause they have not figured out
how to manage effectively the
process of insurance sales.

"It's very hard culturally, be-
cause banks are bureaucratic, au-
tocratic and have a very difficult
time dealing with entrepreneuri-
al organizations," Mr. Mizel said.

Although financial moderniza-

Continued on next page
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tion creates great opportunities
for insurance brokers, "there has
to be a decision made at the se-

nior level of a bank to really
commit to offering a fully inte-

grated financial services program
to their clients.”

"Whoever can put together

the right model will reap the
harvest," he said.

USI currently has an affiliation
within Chase Manhattan Corp.,
in which the companies cross-

sell each other's products. Mr.
Mizel said that the affiliation has

been successful so far because it

targets a very limited market,
adding that the arrangement is
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"insignificant in terms of the
overall capital structure and cash
flow."

"Banks must have significant
cash flow to justify their efforts"
in purchasing an insurance
agent or broker, Mr. Mizel noted.

For Brown & Brown Inc., affili-
ating with a bank does not make
financial sense, according to the
broker's chairman and CEO.

There is "some good stuff" in
the new law, but "it will not
change the way we do business,"
said J. Hyatt Brown. "We're not
interested in partnering with a
bank. It's very difficult for one to
achieve a 25% pretax margin
today and try to partner with a

of Workers' Comp In:iu ,; i, ce For Ha
Americlnterstate Insurance Com

bank that wants 20% to 25% of

your commissions. How do we
make (the agency) grow on

There is some'good stuff
in the new financial
services reform law,
but'it w#/ not change
the way we do business.'
--J. Hyatt Brown

that?"
In addition, banks historically
have found buying insurance

agencies a bad investment, Mr.
Brown said. The banks "didn't

Business Insurance, January 3, 2000 / 12C

like running agencies and deal-
ing with the street mentality of a
salesperson. They found that re-
pugnant.”

Other brokers see the passage
of the modernization act as hav-
ing a larger impact on the insur-
ance industry.

Andrew L. Rogal, chairman
and CEO of Hilb, Rogal & Hamil-
ton Cos. in Glen Allen, Va., said
that he expects to see "a burst
of more players and a lot of con-
solidation" in the upcoming
year as a result of the passage of
S. 900.

Citing the hybrid Citigroup,
formed in 1998, Mr. Rogal noted
"the industry sort of blew by

Congress."

Very aggressive banks in some
geographic regions, such as
BB&T Insurance Services in the
Southeast and several banks pur-
suing insurance business in
Michigan, will continue to pur-
chase small regional agencies,
Mr. Rogal predicts.

"It all comes down to value,”
said Kavin Smith, director of
brokerage operations for Palmer
& Cay Inc. in Savannah, Ga.
"We've got to be nimble and

dustry.”

Amanda Milligan contributed to
this report.
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NARAB concept may benefit
Insurers as well as agents

Lower costs seen from streamlining of licensing paperwork

By MARK A. HOFMANN

gents and brokers

aren't the only

parties pushing for

greater uniformity

and reciprocity in

state producer li-
censing laws.

Although the Washington-
based Council of Insurance
Agents & Brokers took the lead
in promoting the National Assn.
of Registered Agents & Brokers
provision of S. 900, the federal

financial services modernization
act, insurers also have an interest
in the realization of greater uni-
formity in agent licensing. The
CIAB and many insurers have
long maintained that the current
patchwork of state licensing laws

needs to be streamlined to elimi-

nate unjustified expense and pa-

perwork, thus reducing cests to

intermediaries and consumers
alike.

Some critics of NARAB,
though, view the measure as a
backdoor route to feder:_ pre-
emption of state insurance regu-
lation. They say that the existing
state system can be reformed to
meet the goals of NARAB with-
out the creation of a federal role.

In fact, the NARAB prcvision
can be rendered moot, but only
if a sufficient number of U.S. ju-
risdictions act to bring unitformi-
ty or reciprocity to their licens-
ing laws within three years.

The National Assn. of _ nsur-
ance Commissioners wants to
head off NARAB by getting
enough states to adopt licensing
laws in compliance with S 900's
requirements (BIl, Dec. 20, 1999).
But many observers ccntend
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that achieving that goal by the
Nov. 12, 2002, deadline will be
very difficult, if not impossible.
Under S. 900, NARAB would be
blocked if at least 29 states and

territories achieve either re-

ciprocity or uniformity within
three years of the measure's en-
actment. Reciprocity means that
states would permit reciprocal
non-resident licensing subject to
a few qualifications, somewhat
similar to the way states treat

licensed out-of-state

legally
drivers. Uniformity, however,
would mean that resident and
non-resident agents would be
subject to all the same require-
ments, such as continuing edu-

'A state regulatory regime

going in 50 different directions

isn't the answer to

international competition

and cooperation.’

- Joel Wood

cation rules.
If the states fail in their efforts,

NARAB would be created to

function as a clearinghouse for
multistate licensing. NARAB
would set licensing and profes-
sional qualification standards,
and it would have the authority
to reduce duplicative require-
ments on agents and brokers
whose clients require them to do
multistate business, thus pre-
empting state licensing laws.

Joel Wood, the CIAB's senior
vp-government affairs, said he
believes NARAB could actually
serve to promote state regula-
tion, even though the idea could
give "heartburn”™ to commis-
sioners and state legislatures.

"We think that the platform of
NARAB may be just what is ulti-
mately needed to save state in-
surance regulation,” he said.

"To the extent that there is
pre-emptory authority in
NARAB, it is specifically limited
under S. 900 to laws that dis-
courage competition, not laws
that foster competition. A state
regulatory regime going in 50
different directions isn't the an-
swer to international competi-
tion and cooperation. The rifle-
shot peremptory authority given

See NARAB on page 12F
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NARAB

Continued front page 12D

to the NAIC through NARAB
may actually help state insur-
ance commissioners survive the
battles surrounding regulatory
turf in the wake" of the new law,
Mr. Wood said.

The CIAB is far from alone in
its support of lowering the barri-
ers hindering multistate busi-
ness, and insurers are among the
brokers' major allies in this
effort, though there is some dis-
agreement as to how its goals
should be achieved.

"We certainly did support
NARAB. Uniformity is some-
thing we've been working with;
we've endorsed the NAIC model
law as well. Basically, this is
going to facilitate multistate
policies, and that helps the cus-
tomer who's doing business in
more than one place," said Leigh
Ann Pusey, senior vp of the
AmMmerican Insurance Assn. in
Washington.

"Now NARAB is a fact, and it's
kind of set the agency licensing
debate on its ear. There are very
specific things that states have to
do to satisfy NARAB," said Larry
kibbee, vp-public affairs and
head of the Downers Grove, lll.-

based Alliance of American In-

surers' marketing committee.
The Alliance is interested in

NARAB because "our compa-
nies-and we have both direct
writers and agency companies-
are going to have to comply
with agency licensing laws," he
said. "The fact is that NARAB has
come along and forced recipro-
cal arrangements” that will lead
to efficiencies, he added.

'Do we want to see NARAB

go into effect? No. But we're
in favor of the incentive

that it creates to create

more uniformity.'

- Roger Schmelzer

The National Assn. of Mutual

Insurance Cos. in Indianapolis
also supports NARAB, to a point.
"We're in favor of NARAB be-
cause it promotes uniformity.
(Uniformity) is very important
to us," said Roger Schmelzer,
NAMIC's vp-regulatory affairs.
"Do we want to see NARAB go
into effect? No. But we're in
favor of the incentive that it cre-
ates to create more uniformity."
The Des Plaines, lll.-based Na-
tional Assn. of Independent In-
surers has consistently opposed
NARAB while supporting the

idea of uniformity.

"We look at NARAB as setting
a precedent that we don't want
Congress to duplicate in other
legislation,” said Robert Dibblee,
senior vp in NAIl's Washington
office.

"We prefer that now that the
strong arm has been flexed by
the federal government,” that
such a move is not duplicated in
the future.

Mike Koziol, senior director
and counsel in the NAII's head-
quarters, said that the group's
concern rests upon "federal pre-
emption of state law, primarily.”

"It's extremely important the
NAIC act, because some state
legislatures meet every other
year, and legislative sessions
start early (in 2000), so the time
is now," he said.

"We believe there's a good
chance it can be done in time,"
added Mr. Koziol.

"Our goal is to do whatever we
can to make sure that things will
go on as they need to nnake
deadlines," said the NAIll's Mr.
Dibblee. "Our folks are opti-

mistic that we can work with the
NAIC."

Congress could add an exten-
sion to the deadline, said Mr.
Koziol, "but you cannot pre-

sume that.”

"l think that the NAII has a

point, which is, if states fail to
meet this federal requirement,
there is going to be significant
pre-emption of state law. We dif-
fer over whether or not that pre-
emption is justified,” said the
CIAB's Mr. Wood.

'Ifs extremely important that
the NAIC act, because some
state legislatures meet every
other year, and legislative ses-

sions start early On 2000).'

- Mike Koziol

Currently, no two states are
truly reciprocal or un tform,
noted Mr. Wood. Getting 29
states to achieve either status in
less than three years "is going to
be an extremely difficult hurdle
to overcome," he said.

In addition, "the collective
forces of parochialism are the
greatest enemy, be that from
state insurance departments,
state legislatures and probably
most importantly, state insur-
ance agent associations,' said
Mr. Wood.

He noted, for example that
some state insurance agent
groups are skeptical of ckanges
that would open their members
to competition from out-o f-state

producers.

It's "too early to tell whether
they can do this in the three-
year time period or not,"” said
AlA's Ms. Pusey.

"There's truly a big job that
needs to be done,” said the Al-
liance's Mr. Kibbee. He said he's
optimistic that it can be done,
but the insurance industry will
need help from regulators, who
must make the effort part of
their legislative packages. "It's
probably going to be more effi-
cient” to have recommendation
for passage come from the regu-
lators, said Mr. Kibbee.

Mr. Wood said he is "extreme-
ly encouraged"” by the response
of state insurance commissioners
at the recent NAIC meeting in
San Francisco (Bl, Dec. 20). The
commissioners agreed to amend
the NAIC's model agency law to
bring it into compliance with
NARAB's mandates.

NAMIC's Mr. Schmelzer said
he thinks that going for re-
ciprocity-rather than uniformi-
ty-"makes it a little easier” to
get 29 jurisdictions to enact leg-
islation.

But if a sufficient number of
states fail to act, "it truly is the
proverbial camel's nose under
the tent in terms of moving to-
ward a national regulatory
scheme,” he warned. ig]
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Bright future if agents, regulators adapt to change

By Ken A. Crerar

e have
anally
reached
2000, and
with the
new year
two big, familiar issues for insurance
agents and brokers loom larger than

ever: regulation and the Internet.
In the wired world of the new

millennium, insurance
intermediaries, insurers and
customers are transacting business
in a truly global marketplace. While
most agents and brokers still focus
'on the U.S. market, it is now a
market in which everyone crosses
borders with a mouse click. This
poses a huge challenge for a slow-
moving, state-regulated system, and
the demands on the insurance
regulatory system to evolve quickly
will only grow stronger. On top of
this, agents and brokers face their
own business challenges to stay
ahead in the lightning-fast Internet
economy.

Can we keep up? What is the role
for intermediaries in an electronic
marketplace where corporate risk
managers and commercial buyers
can gather information and make
purchases that were previously
beyond their reach?

At The Council of Insurance
Agents & Brokers, our forecast is
that a bright future awaits those
commercial insurance agents and
brokers who understand how to use
Internet technologies to strengthen
customer relationships and deliver
new services, especially expert

advice and counsel.

Reforming
the regulatory system

The passage only two months ago
of sweeping finandal services
reform is dosely related to the
Internet challenge.

For years, The Council led the
effort to reform the antiquated
insurance licensing system for
agents and brokers. The passage of
National Assn. of Registered Agents
& Brokers provisions as part of The
Gramm-Leach-Bliley Act (S. 900)
will force the states to move on
licensing reform.

But NARAB's approval was only
the first step. Agents and brokers
across the country should not lose
any opportunity to tell their state
regulators and their state legislators
that unifonn licensing rules are
fundamental to the Internet
economy. How can we succeed if
we have modem technology that
affords access to vast markets and
numbers of customers, while our
hands are tied by anti-competitive
and market-restrictive rules like
non-solidtation laws?

The National Assn. of Insurance
Commissioners promises to act on a
model producer licensing law that
would at least allow reciprocal
licensing among the states. But will
state legislatures, often protective of
their turf, actually pass the law? We
hope so, and we strongly urge all

agents and brokers to take part in
the effort to ensure the creation of a

modem and effective regulatory
environment.

A reformed state-based system is
only the first step. With the
integration of all financial services,
however, there will be a renewed
and vigorous debate about the role
of the federal government in
insurance regulation. Washington
already is involved in some
insurance regulation, with the
Employee Retirement Income
Security Act and the federal flood

A/BT Perspect#ive

insurance programs being
prominent examples.

But the passage of S. 900 means
that, for the first time, traditional
banking regulator-the Federal
Reserve and the Treasury
Department-will be the lead
regulators of diversified finandal
services companies that sell and
underwrite insurance products.
Agents and brokers must recognize
that additional federal regulation of

Brs 1999/2000 Directory of U.S.-based Corporate
Buyers of insurance, Benefit Plans and Risk

Management Services, is now available in electronic
format for IBM-PC and compatible computer users.

Now, you can print your own labels or reports in a
variety of formats with the touch of a key.

insurance is inevitable. We will

begin to see a more sophisticated
federal-state regulatory structure
that will change the way agents and
brokers approach their business.

At The Coundl, we strongly
believe the fundamental issue is not
state vs. federal regulation but,
rather, "What is the most effective
system?"

Effective regulation is the
foundation upon which to build the
regulatory structure. It is the key for
the fast-evolving and global
Internet-driven insurance industry.

Harnessing the Internet

On a business level, insurance
intermediaries who fail to grasp the
power of the Internet economy will
not succeed. Without a dear e-
commerce and e-business game
plan, an agency or brokerage will
find it increasingly difficult to
remain competitive.

The Internet offers pitfalls as well
as promises.

First, you must understand how
the Internet works and is being

See Forecast on nextpage
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| CD-ROM player

« 20MB of free hard disk space

I 8a8MB RAM

I Windows version 3.1 or above
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$297.50 for an upgrade from a previous version. Special pricing is
available for network/multiple users.

Call Wendy Kobylarz at 313-446-0450 or
E-mail wkobylar@crain.com

MAIL YOUR ORDER TO:
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Wendy Kobylarz, BID Software
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965 E. Jefferson Ave., Detroit, M| 48207
Wendy Kobylarz, BID Software, 313-446-6782
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Forecast

Continued from page 12G
used-not only by the insurance
industry but also by other financial
services industries. Then you must
carefully think through your
strategy. The bottom line is that
your firm should never begin
spending to build a Web site until
it has completed a thorough
analysis of its business and
marketing goals.

The Council recently published a
comprehensive report on
harnessing the Internet. We found
that there are six key areas in
which insurance intermediaries
must focus their efforts on
analyzing and building their
Internet strategy. Those areas are:

Communication: Most
agents and brokers today use e-
mail, while a smaller number use
chat technology that allows two
people to communicate
immediately and to bypass voice
mail.

To interact efficiently with clients
and prospects, however, agents and
brokers should consider using a
mailing list server to handle the
many administrative and
distribution requirements of
communicating with a large
audience. Forums and video»
conferencing are two other
technologies that should be
considered to facilitate
communication among a firm's
employees.

Information: It is crucial to
consider how your current or
future Web site is designed and
whether it delivers a good overall
user experience and easy
navigation from page to page. The

ease with which information can

be accessed and the quality of your
content will determine both the
success of your information
offering and the likelihood that
clients, prospects and business
partners will return to your site.

Servicing: The rapid
expansion of Internet access
requires that intermediaries allow
clients to access a Web site and
request policy changes or print
certificates of insurance at their
convenience. Without these and
other e-commerce offerings that
facilitate the servicing of client
needs, a firm runs the risk of losing
business.

Advertising: As an insurance
intermediary, it is more likely that
you will be buying space on

Agent/Broker Topics
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someone else's site to attract
business to you, rather than selling
space on your own Web site. Up to
now, neither agents and brokers
nor the insurance industry as a
whole has taken great advantage of
this medium. An advertising
strategy is crucial, and you must
make it a key component of your
Internet business strategy.

Selling: While the global
nature of the Internet encourages
geographically distant clients and
intermediaies to meet in the
electronic marketplace, online sales
of commerdal insurance currently
are severely constrained by state
insurance regulation.

Also, most lines of business
insurance are too complex for
buyers to purchase confidently
online. For now, a sound course of
action is to use a Web site to gather

data on customers and prospects
and then forward the information

to executives in the firm.
Consulting Agents and
brokers with risk assessment and
management skills have the
opportunity to extend those skills
by empowering clients through
online interactive risk assessment
tools. By encapsulating the
knowledge of a firm's most skilled
practitioners in software tools, and
making them available via the
Internet to many more potential
customers, firms can create
enormous potential for revenue.
Some of our members who have
pioneered the use of the Internet in
servicing clients say that a growing
number of customers want to log
on to an Internet site and request
policy changes or print certificates
at their convenience. These
expectations will become
commonplace in the near future.
Here, too, we see that regulation
must evolve to remain effective in
the new marketplace.
Opportunities for insurance

intermediaries to make a successful

leap into the new regulatory
environment and wired
marketplace are enormous. The
winners will be those agents and
brokers who are willing to make
the commitment now to
redesigning their businesses and
pushing for an effective regulatory
system.

Regulation and the Internet-
these are the twin challenges for
insurance agents and brokers as we
enter the exdting era ushered in by
the new millennium. The Council
of Insurance Agents & Brokers is
committed to helping lead the
change, because innovation and
more-effective models for our
industry are the ticket to our
success in the 2Ist century. m

¥ _

<}

Ken A. Crerar is president of the The
Council of Insurance Agents & Brokers
in Washington.

New guide to finding producers

he Independent

sur-
! ! an!AenBof efi
| t!
t
Practices progfam.

The new manual, "Top Producers:
Discover, Train, Reward," tells agents
how to find top producers, how to
create career training paths, and
how to manage and motivate expe-
rienced producers.

"Finding new producers has al-
ways been a key need for indepen-
dent agendes," Chris Amrhein, IIAA
vp-industry affairs, said in a state-
ment. "But it's no longer enough to
focus on hiring a new producer, or
even an experienced producer. Inde-
pendent agents must find top pro-

ducers."”

"An effective producer, in particu-
lar, can significantly enhance an

AB/1 briefs

MGA support provided

CHICAGO-Aon Re Worldwide,
the world's largest reinsurance
broker, recently formed the Pro-
gram Business Practice Group to
coordinate support services for
managing general agencies and
ceding companies.

The new group, consisting of a
steering committee and 10 region-
al coordinators, serves as the cen-
tral clearinghouse for Aon Re's
program business throughout the
United States.

The group coordinates a broad
range of services that are available
directly from Aon, including actu-
arial analysis, claims management,
policy processing, catastrophe
modeling, capital generation, off-
shore captive operations and ac-
cess to issuing insurers.

"Not only do we have the exper-
tise, but we also have access to all
of the services and resources that
are essential to administering a
successful program in today's mar-
ket. It makes perfect sense that we
have a team of brokers dedicated
to coordinating these services for
both our MGA and company
clients,” Paul R. Davies, chairman
of Aon Re, said in a statement.

Gallagher/ARM team up

ITASCA, lll.-Arthur J. Gallagher
& Co. has teamed up with Associ-
ated Risk Managers International
to form an exdusive partnership
that will allow the brokers to dis-
tribute each other's products.

ARM, a distribution network
made up of more than 400 inde-
pendent agencies, says it is "excit-
ed" about the opportunities Gal-
lagher brings to the relationship.
Gallagher has "brought to the
table valuable corporate insurance
relationships, specialized niche
products and programs, leadership

and commitment that allows us to

do the thing that we do best-sell

insurance,” Leon Blanchette,

chairman of ARM, said in a state-

agency's ability to grow revenue, se-
cure company relationships, perpet-
uate internally and increase the
overall value of the agency," vir.
Amrhein said. "But all too often we
are reactive, not proactive, in meet-
ing agency staffing needs and ap-
proach the hiring process as a neces-
sary evil. rather than what it really
is-a substantial investment in the
future of your agency."

The 'gop Producer" guide is de-
signed to educate agencies about
what charactenstics to look for in
candidates; what interview ap-
proaches will uncover the imporrant
characteristics of potential top pro-
ducers; and what processes, training
and tools are necessary to develop
highly successful producers and to
keep them motivated.

The manual is divided into three

sections: selection, developrnent

ment.

The partnership gives Gallagher
access to products, programs, ser-
vices and distribution avaihible
throughout the ARM network.

"Gallagher is committed to the
independent agency system, and
this venture strengthens both
partners by making a brcader
array of choices available to our
clients," Michael Cloherty, Gal-
lagher's executive vp, said.n a

statement.

Web site honored

CHICAGO-Coregis Insurance

Co.'s Web site has won a Standard
of Excellence award in the 1999
WebAward corporate Web site
competition, sponsored by the
Web Marketing Assn. Inc.

The site, www.coregis.com was
recognized for its ability tc im-
prove the quality of service the in-
surer provides to agents, brokers
and its public-sector insu:ance
customers. Among other serAces,
the site offers electronic claims re-
porting capabilities and loss-run
ordering. Agents and brokers also
have the ability, via private arcess,
to augment their sales and market-

ing efforts by downloading re-
source materials from the site.

AlCisiteenlianced

NEW YORK-American Interna-
tional Group Inc. is now offering
an online system that provides
property/casualty insurance bro-
kers access to client billing records
via AccessAIG, the insurer's Web
site specifically designed fo: bro-
kers.

The site, www.aig.com, gives
brokers access to client billing
records, which AIG posts weekly,
through a secure, password-pro-
tected section. Brokers can then
download the data into a spread-
sheet program, which allows them
to sort and analyze the billing data

according to specific client needs
and to distribute the information

to clients.

"The implementation of inline

and motivation. Each section is de-
signed to stand alone or fit into an
overall producer development plan.

Worksheets provided in the man-
ual allow agents to set goals, calcu-
late related expenses and appropri-
ate compensation, measure sales
potential and track producer activi-
ties.

The manual also contains sample
contracts, a detailed appendix with
interview questions, and a diagnos-
tic tool that measures agency sales
performance according to bench-
marks set by the most successful
agendes in the country.

More information on the Best
Practices program is available in the
"Insurance Industry Professional: Re-
search & Education" area of the IIAA
Web site, located at www.indepen-

dentagent.com, or by contacting the
ILAA at 800-221-7917. Eli

billing further demonstrates our
determination to utilize Internet

technology to help streamline the
flow of information between AIG's
member companies, brokers and
their clients,"” Kristian P. Moor,
AIG executive vp, said in a state-

nnent.

Joint convention is set

ALEXANDRIA, Va.-The Inde-
pendent Insurance Agents of
America Inc. will host its 2000 an-
nual convention jointly with the

annual meeting of the National
African-American Insurance Assn.

The convention is scheduled for
Oct. 28-Nov. 1 at the Marriott
World Center in Orlando, Fla. All
NAAIA and IIAA attendees will be
able to participate in the entire
range of convention events, in-
cluding several new workshops on
multicultural agent and urban
coverage issues.

"Our most important goal at the
convention is to match minority
agents with companies that desire
to expand into urban markets,"
Jerald Tillman, NAAIA founder
and owner of the Cincinnati-based
J,L. Tillman Insurance Agency,
said in a statement. "Minority rep-
resentation in our industry is be-
ginning to grow, and NAAIA be-
lieves the numbers will continue
to increase as we stay committed
through joint efforts such as

these.”

HISC acqd

DALLAS-Summit Global Part-
ners Inc. recently acquired Hous-
ton Insurance Service Center,
which will become a division of
Summit Global Partners of Texas-
Houston. HISC provides benefit
consulting and executive compen-
sation services to corporate clients
in the greater Houston area.

Also at Summit Global Partners,
Barbara A. Reynolds was recently

appointed president and chief ex-
ecutive officer of Summit Global

Partners of Arizona Inc. in Scotts-
dale. Ell
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Nevertheless, Mr Boress and oth- a lot of people m their direction,"

Coalitions

The PBGH is still very competi- er focus of purchasing groups has

er employer coalition leaders say said Claire Carter, director of ben- tive, she said, especially when the always been on obtaining overall

that rate negotiations have grown efits for Oakland, Calif -based purchasing group IS examined for value, they were not created merely

Continued *om pag challenging

transportation company APL Ltd the cumulative rate reductions it to win cost reductions, said Louise

forcing some health J)Ians to shift A year ago, for example, rate in- Ms Carter was chairwortan of the has brought over the years tc ItS Probst, executive director of the St
their focus from building market creases in the Chicago market for 1999 Health Ne%otlatlng Alliance members, the increases, while of a Louis-based Gateway Purchasers

share to Improving profits individual employers in managed of the Pacific

usiness Group on similar percentage, are on top of Alliance Purchasing groups push

"Wall Street is only interested in care plans averaged about 5% to Health, a San Francisco-oased pur- rates that had been kept low, she for system changes that reduce

(health care) companies that have a 7%, and CBGH was able to beat the chasing coahtion
very solid financial base, and they market, keeping its members' avel -

said

are not interested in how many age increase to 4%, Mr Boress said going on" because that migration of losing, ground on the price issue.
Most of the purchasing ec ali- the health care market, she said
of the market you have if you don't creases have averaged 8% to 1595, HMOs "need to satisfy their share- tions came together when the nar-

lives you have or what percentage For 2000, those Chicago market m- employees is not occurnng, and

long-term medical costs and im-

"Now, there is a different reality But others see purchasing groups prove standardization and quality

measurement in plan design across

Because of a policy of not pub-

maintain a strong financial ap- and CBGH has held average mem- holders or their bankers Hence, we ket was falling, but they were just nely discussing the group's rates,
proach," said Larry Boress, execu- ber increases to about 8%, he said got a much larger (rate) increase capitalizing ona downward trend Ms Probst declined to say whether
tive directol of the Chicago Busi- Employers nationwide faced in- than we have had for the last five in premiums," said Eileen Raney, Gateway currently is beating mar-
ness Group on Health, which repre- creases in their total group health years," she sa national practice leader in Los An- ket prices charged individual em-
sents 13 employers that collectively care costs in 1999, according to a

pay $100 million in annual HMO

premiums

As a result, some large health in- 'Most of the purchasing er,

surers have reconS|dered contract-
ing with groups that use multiple
competing plans, he said Some of
these insurers are losing interest if
they can't write an employer
group's entire business or imple-
ment employee contribution strate-
gies that encourage use of the In-

surer

coalitions came
together when the
market was falling,’
says Eileen Raney.

Between 1995 and 2000, the geles for Deloitte & Touche L |_P 's ployers "We are doing pretty well,"

PBGH held members' plan costs to integrated health care group Ms she said
a net 5% increase In July, howev- Raney advises employers and

alth care premiums would rise gotiations
'Now it's very difficult for them ployers to develop common prac-
agreement reached between mem- to dellver a differentiated prerrium tice guidehnes for diabetes care

bers of the PBGH Health Negotiat- 01 premium reductions better :han The collection of trend and qual-
ing Alliance and 11 California market | don't think they are 1ty data by coalitions has mereased
achieving better than market any- their abihty to participate in quali-
HMO underwriters and other mole," she said
The CBGH's Mr Boress pointed years ago, coalitions were just try-

about 10% for 2000, under an

HMOs

market observers in California-
where PBGH membership is con-

UnitedHealthcare and CIGNA recent study by William M Mercer centrated-say that, on their own,
Corp declined to consider CBGH Inc (Bl, Dec 13,1999)
Some CBGH members did re- age increase of 7% to 9% for r
ther large insurers and several re- ceive below-market average rate newals of 2000 contracts They players, including

gional plans, however, were happy increases for 2000, Mr Boress said, stress that comparisons are impre- ourselves are willing to
including the rate Dayton Hudson cise, however, because of differ-

"l don't think you will find that Corp obtained for its Marshall ences in groups' risk profiles, mor-
the purchasing coahtions are losing Field's retail stores
Marshall Field's did win "sigmfi- and serv_ces provided, and consid-
leverage because plans are not cant rate reductions," probably as a erable vanation in regional health
wanting to deal with them," Mr result of working through the care costs throughout the state
Boress said "It's Just that we are Chicago coalition, said Carolyn Additionally, PBGH's announced out, however, that purchasing plan representatives say purchas-

Pare, director of benefits and risk renewal rate increases are for a coalltions reduce employer need for ing groups continue to raise the bar
Some health plan underwriters for Dayton Hudson m Minneapolls standard benefit model design that benefit consultants, so consul:ants in their demand for health plan
that have tightened up their pricing Members in other coalitions, has remained unchanged over the tend tc downplay the value th: t the data and performance guarantees,
maintain that their competitors though, report that rate negotia- years, said Emma Hoo, PBGH se- coahtions bring to employers
cannot continue to operate at a loss tions have grown tougher

buT]ness this year, Mr Boress said

to participate, he added

their impact or their (negotiating)

moving our business"

But Mr Boress said he believes

large employers have seen an aver-

bidity characteristics, programs

nior prolect manager In compari-

'Some of the larger

walk away from business,’
says David Olson of FHS.

Among other efforts, the coali-

the PBGH announced that health msurers in their renewa_ ne- tion recently worked with its health

plans, medical providers and em-

ty improvement, she said Three

ing to establish measurements and
obtain data on issues such as con-
sumer satisfaction and clinical out-
cornes

Now they have three to four
years of such data, allowing them
to increase their impact on care
quality For example, Ms Probst
said Gateway will begin looking at
health plan efforts in menopause
counseling

Coalition directors and health

such as target rates for dial)etic ex-

Ms Raney said that health plans anunations
"A couple of years ago, our nego- son, other employers may be made pricing mistakes m pre.nous

Ultimately, businesses join coah-

that, over the long term, health tiating alliance was newer, and we changing their plan structure- years, and they are realizing they tions because of the comprehensive,
plans cannot afford to ignore the seemed to have a little more clout such as modifying their pharmacy cannot continue to undercut them- long-term impact on health care
premium volume that coalitions at that point because the HMOs copayment amounts-to obtain selves by giving lower i ates to and the improvements they can
brtng thought that we were going to steer lower rates coalitions than they give to large bi ing to employee health and pro-

employers that negotiate indepen- ductivity, the PBGH's Ms Hoo
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The Fu# Spectrum of Automated Solutions
for Integrated Managed Care

Fully automated and integrated software/hardware solutions
for health care benefit administration - specializing in claim
processing, risk management, and managed care.

All FACT* products are year 2000 compatible.
- Claim processing / pre-processing - Pre-Auth, UR, Physician Referrals

- Automatic daimadjudication

- Automatic benefitcodegeneration

- Benefit administration

* Provider network management

- Providercapitation management
Clinicalediting/auditing

- Electronic Data Interchange (EDI)

‘j Optical Imaging / IOCR

- Interactive Voice Response (IVR)

- Case Management

PCP profiling/credentialing

- Point-of-Service (POS)

- MICR laser check / EOB encoding

- Electronic claim workflow distribution

- Workers' compensation

- Section 125 - Flexible benefits

- Over 150 reports /custom reportgenerator
- Lettergeneration

Full-service training, support, and consulting.

FACTS* Services, Inc.
1575 San Ignacio Avenue, Suite 406+ Coral Gables, Florida 33146
(305) 284.7400 « www.factsservices.com

General Automation Value Added Reseller
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CPCU® CIC and IIA

candidates

1 guar*P you'U.lemmorq less ime w,8 ship, said Glenn Terwilhge

dently
Some insurers confirm that they

rates

said

But purchasing groups continue

, have finally drawn the lire on to demand accountability for cost

increases, because there Stlll IS

"If there is a sea change, it 13 that waste m the health care system, Ms
some of the larger players, includ- Probst said One way to eliminate
ing ourselves, are willing to walk that waste is to push for uniformity
away from business if it is no: eco- in certain reports

normc, and I'm not sure we would
have done that five years ago, '

Her purchasing group IS one of

said eight major coalitions-including

David Olson, semor vp of industri- PBGH and CBGH-Lthat have been
al relations at Foundation Health standardizing their request-for-in-

Systems in Woodland Hills

formation formats Doing so wiill

At the same time, some large in- ensure they all are requesting com-
surers are still chasing member- parable data m a similar fashion,

er, vp of verifying that data in a similar

The BurnlW,stem - or oub5ey back’ corporate underwriting at acifi- manner, and presenting it to em-
Care Health Systems in Cypress, ployers in the same format

Ray Burnham, uClu. Cle. Air,Ah*m. Au. A

ool EEAORIRI Now

LAWRENCE TECHNOLOGICAL UNIVERSITY
&
THE GREATER DETROIT CHAPTER CPCU
PRESENTS

CHAT ROOM ENVIRONMENT
FOR SPRING 2000

CLASS OFFERINGS' Ilk. INTRO INS 21, INS 23,
AIC 33, START IN JANUARY 2000
CPCU'CPCU 1, CPCU 4, CPCU 5, START IN
FEBRUARY 2000
FEES $47500, MATERIALS "ONLY"
INCLUDED

CHECK OUT OUR WEB PAGE FOR MORE
INFORMATION:
WWW.LTU.EDU OR WWW.MICHAGENT.ORG

OR CALL
(248) 204-4050 OR (248) 204-3080
(800) CALL LTU EXT: 54

0 Check Us Out

www.businessinsurance.com

Calif PacifiCare, he said. has

As a result, Ms Probst said,

learned some lessons in pricing coalition members with employees

coalition business, and it has ad-

in various regions nationwide wiill

justed its underwritmg strategy to be able to easily compare and
look at the risks more closely Nev- comprehend their health care costs
ertheless, coalitions will remain a and determine whether plans are
force and will continue to be lin- meeting the employers' criteria
ON-LINE INTERNET INSURANCE COURSES portant clients for PacifiCare, Mr equally Em

Terwilliger said

When purchasing groups and
large employers focus only on pnce
reductions-arguing they can get
the right price elsewhere--then a
health plan's ability to diferentiate
itself by its quallty and programs is
diminished, said Jay Silverstein,
chief marketing officer in Min-
neapohs for UnitedHealthcare

"And history has proven that,
qulte frankly, in many cases we are
able to work with individual pur-
chasers and deliver better value to

each individual purchaser than we

are to a mass buying cooperative," Cybersettle com

he said

It is costly for health mainte_ Metropolitan Life Ins Co
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Global Briefs

Lloyd's of London underwriting group
Hiscox Group P L.C has signed an agree-
ment with WISe, an msurance e-com-

merce initiative, to use the WISe Trusted as a reslt of torrential rains and try's imports The area was blan-

Trading service The service is a new m-
surance trading framework that lets bro-
kers and insurers to do busmess over the

Internet New research into construe-

entists from Loughborough University
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Floods devastate Venezuela

By MARIA KIELMAS

beach developments and the port of

of Caracas from the Caribbean Sea,

CARACAS, Venezuela-Billions La Guaira Until the disaster, the
of dollars in damages are expected port had handled 15% of the coun-

mudslides in late December that keted in mud and rocks at thick-

caused Venezuela's worst natural nesses of up to 20 feet

disaster of the 20th century

The mudslides also caused the

" : < Out-of-season rainfall triggered collapse of a road tunnel that . 1.- J-321)PA
tion accidents will be undertaken by sci- massive mudslides and flooding in linked Caracas with Maiquetia In-* -1 4 2

he states of Vargas, Miranda, Fal- ternational Airport, the country s ,,agm. 1 r Ailk.,a-

and the University of Manchester Institute con, Nueva Esparta and Zulia, main international airport and the 5'i L n,7 ir

of Science and Technology The three-year causing an as-yet-undetermined collapse of the El Guapo irrigation SE » . --—--mmk-,i,.-4
study will be funded by the U K Health death to-1 that will range between dam in Miranda state

and.safely Executive.A.Reactical 20,000 and, 50,000, with some. The, airport remajned clesed until * 1, */1

loskeletal disorders, such as back prob-

lems, has been developed by two scientists tam areas

from the Robens Centre for Health Er-

assessment ool appies 0'a vane
ool applies fo'a v

tivities, including viewing computer mon-
itors, manual handling, assembly tasks,
warehouse and shop work The er-
gonomics guide, "Evaluating Changes in
Exposure to Risk for Musculoskeletal Dis-

£25 ($50) from HSE Books, 44-178-788-

phy wall begin underwnting on a new lia-
bility and professional indemnity syndi-
cate at Lloyd'sin January Syndicate 2525
will be managed by Trinity Syndicates
Ltd, now owned by CBS Insurance Hold-
ings Mr Murphy wall be assisted by Glenn

further 70,000 evacuated from cer- Airlines, British Airways and lberia

announced the cancellation of all 44

\ Ad14»-%42

George Weber, the secretary-gen- flights to Maiquetia or their diver-

ty ofac- Red Cross and Red Crescent Soci- Caribbéan airpo

eties, flew over the area and said January
the disaster was the worst in Latin

America in the 20th century

The hardest-hit area was a 60- mates

mile stretch of the coastal strip in

Avila, which separates the capital

Airlines looking

Withg eriioyes, pubic and foducts h-&t ways to quell

ability, and lan oble, who w11 under-
write a professional indemnity account

Ockham Holdings PLC. is moving
£70 million ($113 million) of private and
commercial motor underwriting capacity
out of Lloyd's and into a new insurer sub-
sidiary, Highway Insurance Co Ltd, as of
Jan 1, 2000 Ockham said the change was
prompted by "the relatively high comph-
ance and other regulatory cost of operat-
ing a motor insurance business within
Lloyd's" Erwin W. Heri will take over

as chief financial officer of Swiss insurer

air rage risks

By CAROLYN ALDRED

LONDON-Increasing incidents of air rage are focusing
attention on ways to reduce airlines' exposure to in-flight
passenger tantrums

At least one airline has revised its risk management and
insurance policies to cover air rage incidents, and a Lloyd's

Winterthur Group in April 2000, followmg of London syndicate has devised a new air rage insurance

the retirement of Gerhard Christen Mr

Heri also has been appointed deputy to
Chief Executive Officer Thomas Wellauer

Peter Hoehn wlll assume the group's new-

policy Meanwhile, the British government recently intro-
duced a new law to make air rage a criminal offense

Air rage incidents, in which passengers become unruly
and difficult to control while on board aircraft, are increas-

ly created position of chief technology of- ing in frequency Such incidents have led to passenger and

ficer in January, responsible for the
group's e-commerce strategy Paris-
based European 1nsurance association
Comite European des Assurances last
month signed the Maritime Industry Char-
ter on Quality The charter, proposed by
the European Comrmssion, encourages or-
ganizations to combat the use of substan-
dard ships CEA signed the charter on be-

cabin crew injuries, and they can even result in aircraft be-
ing diverted to airports many thousands of miles from their
onginal destination

In a particularly dramatic example of such a diversion, a
Lufthansa Airlines flight en route from Germany to Mexico
on Dec 18 had to land in Chicago because a passenger had
become violent U S prosecutors said it took eight people to
wrestle the passenger, a Russian national, to the ground,
and a doctor on board the flight had to inject him with two

half of European marine insurers The doses of Valium Prosecutors said the passenger tossed one

St. Paul Cos. Inc. last month won approval
from Austrahan regulators to sell ins ar-
ance Startmg Jan 1, St Paul Insurance
Australla will focus on commercial chents,
particularly in the technology, financial
and professional services sectors as weli as
marine, surety and medical sectors The
Sydney-based branch of the St Paul,
Minn, Insurer is headed by Chief Execu-
tive Officer Peter Lepparde Moocy's

Investors Service Inc has revised its out-

airline official around like a rag doll

According to the International Air Transportation Assn ,
occurrences of disruptive behavior by passengers have in-
creased 400% since 1995, to about 2,000 incidents per year

Britisn Airways PLC, one of the world's largest airlines,
recently changed its guidelines provided to staff members
about how to deal with such incidents and expanded its em-
ployer liability insurance coverage to compensate employ-
ees when such incidents occur, said a BA spokeswoman

"Extending our employers liability policy to include strict
liabilitk for incidents in the air and on the ground indemni-

look to stable from negative for Japanese fies the airline and opens the door for compensation claims

insurers Nippon Life Insurance Co., The
Dai-ichi Mutual Life Insurance Co. and
Mitsui Mutual Life Insurance Co. The m-
surance financial strength ratings of Aa3,
A3 and Baa3, respectively, remain un-
changed The ratmgs agency also placed
the CaaZ2 rating of Toho Mutual Life In-
surance Co. on review for possible upgrade
following the company's announcement
that it has reached an agreement to trans-
fer Toho Mutual's policy contracts and
other assets to GE Edison Life Insurance
Co for about $2 33 bilhon The transaction
is expected to close in March Edison Life
is the joint-venture company formed in
1988 by GE Financial Assurance Holdrngs
Corp, a unit of General Electric Capital
Corp, and Toho Mutual

See Air rage on next page
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See Venezuela on next

rts Through mid- difli):

Insurance executives are being
cautious in their initial loss esti-

David Wilson, managing director
orders-A Practical Tool" is available for Vargas state known as La Litoral of loss adluster Crawford
La Litoral contained shantytown Venezuela in Caracas, said that
1165 Liability underwnter John 1Vlur- settlements on the sides of 1VIount overall losses, including insured century, floods and mudslides have killed tens of thou-

page sands and caused billions of dollars of damage.
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AP/ WIDE WORLD PHOTOS
U.K. officials are calling for more safety checks on Korean Air-
lines' aircraft following the crash of this KAL cargo jet last month.

KAL crash spurs
safety checks

By CAROLYN ALDRED self recently imposed a 12-month
ban on new International routes for
STANSTED, England-More the airline followmg aUS report,
safety checks on Korean Airhnes released in November, on the crash
planes w111 be earned out followlng of a KAL Boemg 747 on the Pacific
the December 23 crash of a Boeing island of Guam in August 1997, the
747 cargo plane shortly after take- report blamed the accident on pilot
off from an airport m Stansted, error The ban has now been ex-
England tended an additional six months,
The plane crashed minutes after until May 2001, according to re-
taking off, bursting Into flames and ports from Seoul
kilhng its crew of four Although Delta Airlines suspended a four-
the crash site lay between two vil- year-old partnership agreement
lages close to Stansted Airport, no with KAL m April, pending a re-
one on the ground was Injured
The crash-KAL's frfth fatal ac- ations, including its safety prac-
cident in 12 years and its third fatal tices Delta IS still tallang with
crash in two years-reinforced KAL, as well as other airlines,
grave concerns about the airline's about the possible formation of a
safety practices
John Prescott, U K government Delta said

view of Korean Airlines' total oper-

global alhance, a spokesman for
minister for the environment, trans- The latest KAL loss IS Insured
port and the reglons, ordered fur- with Onental Fire & Marine Insur-
ther safety checks on KAL aircraft ance Co m Seoul for a hull value of
At least three ground checks on $38 milhon However the Korean
KAL planes already have been per- insurer retained lust O 3 percent of
formed by the United Kingdom s the nsk, reinsurng the remamder in
Civil Aviation Authonty dunng the the UK, French and German mar-
last year, following earher concerns kets, accordmg to a Lloyd's of Lon-
by the DETR, a spokesman at the don spokesman The spokesman
noted that Lloyd's wrote 25% of the

reinsurance

department confirmed
The South Korea government it-

1-4 -9.."
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PHOTO AFP
In what is Venezuela's worst natural disaster of the 20th
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state at about half the size of
Rhode Island, had been restored

by telecom company CANTV
But about 70% of the water and

ment "Although we have had a huge
Lloyd's syndicate 861, managed by amount of interest in the insurance Ve nezue I a
Brockbank Syndicate Management from airlines and lawyers, we have
Ltd, m 1999 developed an insurance had a very disappointing takeup so Continued from page 17 ) )
far," said the syndicate's underwrit- and uninsured damage, could to- sewage lines in Vargas were dam-
er Martm Reith tal about $2 billion aged, and those water lines that
Mr Reith said he beheves that Mr Wilson, who flew cver she continued to function became pol-
many airhnes have chosen to absorb disaster zone in a helicopter, said luted with mud With no water
any potential losses on their balance he believes that perhaps just 15% supply in the area, emergency ser-
sheets of the total property that had been vices were anxious to bring in
This fall, the British government damaged was insured or belonged drinking water
on air rage,' says Lord introdaced a new law making it a to individuals with income levels Mr Wilson said authorities had
Macdonald. criminal offense for air travelers to high enough to consider purchas- restricted access to the area with
act 4 in a disruptive manner " The ing insurance the greatest dama_lge on the Vargas
"It applles to all our people, not new offense, almed at a passenger Mr Wilson also repor'ted that coast, and the.natlonal guard had
Just air crew Any emplojee miured who threatens, insults or abuses a about three-quarters of' the elec- been moved in to the area to pre-
-while trying torestrain troublesome pollcy to indemmfy al-hnes for the member of an airhne crew or inter- trical distribution substanons in veqLqu\qng . )
passengers can now recover reason- costs of air rage Incidents, including feres with his or her cuties, carnes a the state of Vargas were downat ' "€ Marfquetia International
able, proven damages," he explained expenses Incurred In divermg alr- _maximum penalty of an unlimited the time of his'visit The substa- Airport did not sustain any dam-
"lt's Important that our people feel craft to other airports and in com- fine and/or two years impnsonment tions belong to the power utillty age, he said
they have British Airway's full back- pensating employees and other pas- "Tne new offense shows this gov- Electricidad de Caracas CA, coar Fermnandez Ponoe, the
ing when tackhng disrupfive passen- sengers for miunes or economic loss- emment is prepared to get tough on baged in the capital . president of Caracas broker Segu-
gers," agreed David Hyde, BA's di- es incurred as a result of the incl- ajir rage” said Transport Minister elecommuriications in tie state consult Corretaie de Seguros CA,
rector of safety, secunty and environ- dents Lord"Macdonald in a statement <I] of Vargas, Venezuela's smallest

Al r rage

Cont:nued from prev:ou: page
by our own people," according to a
statement issued by the airline
The change in pohcy "is to give
eople the confidence to:ackle vio- . .
fent'an d|sruprhve passengers, this government is
knowing that, m the unlikely event of prepared to get tough
bodily inlury, they're covered by the
airline," said Gordon Simpson, an m-
surance claims manager for British
Airways

'The new offense shows

See Venezuela on next page
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CITY OF LOS ANGELES
REQUEST FOR PROPOSALS

o . The City of Los Angeles is seeking Marsh-Befry is offe_rin? exciling opportunities
PLI Brokerage, a national insurance broker and subsidiary of The Chubb prcposals for a study to benchmark and to qualified candidates who have "th: right
Corporation, Is seeking ambit_ous, aggressive and experienced professionals compare fire protection services at the i *apmi ;

- o ) . . ) > 51JIf to join our *amic, growing team ol
for various positions nationwide PLI specializes m niche personal Insurance Port of Los Angeles (Port) with other . i
sales and marketing and offers you the advantages of an entrepreneurial sim,lar port facilitles to determine the ccnsullants In addlilon to our expedise m
culture with exceptional Fortune 500 benefits most cost-effectlve and efficient delivery agency valuallorls, perpetuation Issues,
of fire protection services The study will compensalion strategies, financial management

require a review Of, t'h'e current services, and stfategic planning, we me fast becoming
uipment and facilities used by the Los

e he L
Will manage sales and service for one or multiple PLI offices Should have Angeﬁes Fire Department to provide fire Ihd leader m the field of agency and bank
experience working with upscale clientele and strategic alliances, including protection to the Port Information mergers and acquisitions
financial consultants, mortgage lenders, and realtors

SENIOR CONSULTANT

Your Experience Is About To Pay Off.

Region.il ind Of hic Man.igets

Relatioir,hip M.inaget , City management m developing a exleflence asa CFO/Controller of an Insurance

comprehensive plan for the provision of agency, have excellent wntten and oral
Looking for highly motivated mdividuals who can foster new client relationships fire protection services, consistent wi

through partnerships with financial consultants, affinity groups and real estate the needs of the Port and its customers, at
businesses the lowest possible cost

A Proposers Conference To clarify RFP Mavel required
Objectives, answer u&sttirggspgptd | tour Marsh-Berg offers a competitive salaly, ful

vaJlous fire facilitie: beielits. 401 K pl fit shati d
held at 10 00 am, Thursday, January 13, elelits, plan, profit shating and a

2000 in the Board Hearirg Room at the long-term potential for ownefship if you have a
Por's Administration Building, 425 South buning desimtobecounted among Ihe Expefts
All candidates should possess valid P/C License and experience in Palos Verdes St, San Pedro. CA 90731 m the msurance Industry and would like the
S|m||a(npos|t|on For more information about PLI, visit our website Pr%posal packages may be picked up after opoortunity to join our team, fax your resume
at www pill com Send resume to Human Resources, PLI Brokerade, 900am, December 21, 1999 from the .
25 Independence Blvd, 4th Floor, Warren, NJ 07059 or fax to 908-903-6501 Reception Desk, Office of the City o Marsh-Berry at (440) 354-0371, or e-mail
ore-mailto rwetzel@plib com , Administrative Officer, 200 N Main St , mershberly@narshberry com

Room 1500CHE, Los Angeles, CA 90012
Written questions regarding the RFP or
requests for mailing of the RFP package -,

may be sent to Deidre Reyes by FAX at ,
213/687-8213 or 213/485-3568

communzation skills and have the ab lily to

Sillth F\ellttl,CS

If you have a strong entreprereurial spint and the ability to bond well with
prospects and clients, determine their needs and provide appropriate services,
we have a position for you

Notelephonecal/sacc®ted
Equal Opponunity Employer

Personal/nst.rance Professional Solutions PUB.kerage, Inc

e Stidy Wil Belp e Borand Tie ideal candidate will possess 5+ years Livj L

1&1:all?)

LegaljNolige

S—jor
Oor-' ...'S)
Realest'F«™*

R
]
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Pub/iShdd,4 Risk/Empl
31

w(tkwith mulliple clients and projects Some 1 ' _jj
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Calp™
--lrais Amleshi 3

(312) 649- 3%)

Pub/ishing January 24 in

Proposals must be completed
according to instructions contained in
the RFP and submitted, by Friday,
and women in the Insurance Januarg 28,2000 at 4:30 p.m. (PSTZ.

Proposals must be marked "Fire Prote:
tion Services at the Port cf Los Angeles"

and addressed/delivered to Office of the ,’
0 North =

City Administrative Officer, 20

Mar, St, Room 1500CHE, Los Angeles, CA
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Circulation Breakdown
Commercial Consumers

Administrative

CEO's, Presidents, and Owners, 4,194
Vice Presidents, General Managers and

Other Administrabve Personnel 3,9ES
Financial:

Chief Financial Oflicers and Vice Presidents

of Finance 4,190
Secretanes, Treasurem, controllers and

other Financial Personnel 4,945

oyee Benefits

Vice Presidents, Directors, Managers, and other
related department personnel of insumnce, risk
employee benefils, pemonnet, compensation,
pension, saf*, securl,industnal relabons,
human resources and employee/

labor relations 13,572
Sub-total 30,866
Associations 237

Government, Unions and
Educational Insbtdons 972

Commercial Consumers

L']J'E‘li'),q/ J / ' Sub-total 32,073
e C- - Insurance Agents and Brokers 7,763
Insurance Companies 6,357
Accountants, Actuanes,
Attorneys & Consultants 2,361
Adjusters, Appmisem, TPA's, Capbve Managers
& Health Care Providers 1,347
Others Allred to the Field 1,008
Total Qualified 50,909
Non-qualified/Paid Subscnpbons 21
Single Copy Sales 3
p TOTAL CIRCULATION 50,933

* Source Business/Occupabonal
breakdown of qualmed amulabon,
May 31,1999 Issue, as

Call Now To Reserve Your Ad Spacel
(312) 649-5340
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Hotel curbs,isks to young guests

ATLANTA-Responding to the rising number of business
travelers who bring their children on trips, an Atlanta-
based hotel chain has established a program to make guest
rooms safer for young visitors.

The program, dubbed Protect Our Little Ones or POLO,
was put in place by The Ritz-Carlton Hotel Co. Under the
program, guests with young children are given a kit of items
to choose from, including a night light, electrical outlet cov-
ers, a first-aid kit and a bathtub spout cover. The safety de-
vices are installed by a bellman on check-in.

Although the hotel has had very few incidents of injury
involving children, a spokeswoman for Ritz-Carlton said
the hotel wanted to continue that record in light of the in-
creased presence of children in their facilities. The hotel,
which began to implement POLO about a year ago, has not
examined whether the program has lowered the number of
child-related incidents, she said.

"We can't guarantee that these things won't happen, but

we can make the rooms a little more child friendly," she
said.

ALCOA adopts coal-tar safety steps

PITTSBURGH-ALCOA Inc. recently sent letters to
thousands of current and former employees of the compa-
ny's smelting facilities, warning they could be at a higher
risk of developing cancer due to workplace exposure to
coal-tar pitch than previously
realized.

Excessive exposure to the
substance can lead to lung or
bladder cancer.

After seeing the results of
studies on exposure to coal-
tar pitch above the levels ap-
proved by the Occupational
Safety and Health Administration, the Pittsburgh-based
aluminum manufacturer decided to issue the warning letter
and take steps to enhance its workplace safety program, a
company spokesman said.

A "small increase in cancer could be expected at lower
levels of exposure than had previously been accepted," the
Alcoa letter read. In addition, the letter said, "absorption
through the skin and ingestion through the mouth as a re-
sult of eating or smoking in environments where coal-tar

ALCOA

pitch is present may also be significant sources of expo-
sure.”

As a result, ALCOA's 22 smelting facilities now require
additional safety measures for employees working with or
near the substance.

Under the program, worker clothing is laundered by the
company, showering after exposure is mandatory, and eat-
ing and using tobacco are restricted to designated areas

INTERNATIONAL

within the facilities. In addition, ALCOA improved its res-
piratory protective gear.

These efforts contributed to ALCOA's reduction of expo-
sure levels to one-fourth of OSHA's permitted level, the
spokesman said.

ALCOA has not received notice of any lawsuits from em-
ployees involving overexposure to coal-tar pitch, he said.
"It's really to alert them to (the study findings) and have
them discuss this with their family physician.”

Bizarre California lawsuits of the '90s

SACRAMENTO, Calif.-A California man sued the City
of San Diego and a beer vendor at its baseball stadium, de-
manding punitive damages for emotional distress

he allegedly suffered when a woman used the
men's room at the stadium during an Elton |

“The plaintiff claimed in his

suit- WhICh recently was ==--

ragecus California lawsuits of the

S -that it was the beer seller's

fault that he repeatedly used the men's room and was there
when the woman opted for a shorter line, according to the
Civil Justice Assn. of California, a Sacramento-based tort
reform organization.

"Kudos to the federal judge who eventually slapped the
man and his lawyer with penalties for filing a frivolous law-
suit," the CJAC statement said. The tort reform group nom-
inated this lawsuit and others as the most outrageous law-
suits of the decade.

Other nominations from the CJAC include:

« A bank robber sought $2 million from a bank, the City
of Oakland and its police department after a bundle of
marked bills with a timed-delay tear-gas device exploded
in his pants, burning him.

« The Walt Disney Co. was sued for the emotional distress
suffered by several children who unexpectedly learned that
Disneyland cartoon characters are make believe when they
saw the characters taking off their costumes.

» A failing law student sued a college of law for not warn-
ing her that students with her admission scores have a min-
imal chance of becoming attorneys.

F,aud prevention training software

AUSTIN, Texas-The Assn. of Certified Fraud Examin-
ers has produced a new CD-ROM-based training program
for professionals involved with fraud prevention, detection
and deterrence.

The program, Investigating Fraudulent Financial Trans-
actions, is a basic-level course designed to assist anyone
with fraud prevention and detection responsibilities. Two
CD-ROMs cover the basic principles, skills and techniques

Venezuela

Continued from page 18
also estimated initial economic
losses from the disaster at ap-
proximately $2 billion.
"It's difficult to know exactly if
something is insured," he said.
Venezuela's largest business or-
ganization, the Caracas-based

Fedecamaras. estimated that loss-
es and reconstruction costs in the

wake of the disaster could total

'No one can sensibly
and responsibly state a
figure right not," Roy
Alvarado says of

disaster estimates.

between $15 billion and $20 bil-
lion over the next two years. That
figure includes the cost of public
infrastructure repair, housing,
roads, utilities and new job cre-

ation.

Some insurance industry
sources, though, are skeptical of
this figure.

"No one can sensibly and re-
sponsibly state a figure right
now," said Roy Alvarado, manag-
er at broker Marsh Venezuela C.A.
in Caracas.

"There is quite a lot of
uncertainty and quite a lot of
speculation. The situation has not

been clarified as to how things
will work out in practice,” he
said.

Mr. Alvarado noted that the

economy in the most-affected ar-
eas in Vargas state was based on
tourism and commerce. "It was
not an industrial area,” he said.

Claims are expected for losses
to vacation apartments, leisure
clubs, boats, vehicles, personal ac-
cident and container losses from
the port of La Guaira, as well as
eventual business interruption
losses, he said.

Insurance executives note that

there has been no single large loss
from the disaster that could result

in a major claim.

The rains and floods caused
considerable damage to the EI
Guapo irrigation dam in Merida
state, southwest of Caracas.

"It was an earth-fill dam which
failed and flooded the local ar-
eas," said Francisco Centeno, sec-
retary of the Caracas-based So-
ciedad Venezolana de Geotecnia.
The state authorities in Merida
foresaw the risk of dam failure
and had evacuated about 90% of
the population that could have
been affected, said Mr. Centeno.

Although the loss was signifi-
cant, the dam is owned by the
state, and no commercial insur-
ance claim is expected, Mr. Fer-
nandez said.

Atlanta

Interior Minister Julio Montes
announced that it would cost $40
million to repair the El Guapo
dam, which would take some two

years. lul

Bermuda
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involved in fraud examination.

The first, Key Elements of Fraudulent Transactions, out-
lines the types of occupational fraud-financial statement
fraud, bribery and corruption, and asset misappropria-
tion-and discusses such schemes as revenue and receiv-
ables skimming, larceny, fraudulent disbursements, bid rig-
ging, kickbacks and other illegal acts. The CD-ROM also
recommends how to prevent fraud.

The second CD-ROM, Key Elements of Investigation
Techniques, focuses on interview and research skills. Top-
ics include the five types of interview questions, the subtle
signs of deception, how to seek an admission of guilt, how
to obtain a binding confession, and how to document the re-
sults of an investigation in a written report. Also discussed
are several sources of information, such as public records
and the Internet, and how to use them.

The CD-ROMs may be purchased as a set or separately.
The set costs $149. If purchased separately, each CD-ROM
is $75. Purchasers can earn up to 10 hours of continuing

professional education credit by completing the final exams
on the CD-ROMs.

For more information, contact the Assn. of Certified

Fraud Examiners, at 800-245-3321 or 512-478-9070; or vis-
it www.cfenet.com.

Lloyd's insures Hermitage exhibit

ROME, Italy-A huge Impressionist art exhibition in
Rome's papal palace, featuring 100 works of art on loan
from Russia's Hermitage Museum in St. Petersburg, has
been insured at Lloyd's of London for $1 billion, making it
the largest single art risk ever placed at Lloyd's.

The complex policy was led by Nigel Paxman of syndicat€
575, which is managed by SVB Holdings PLC., and was
placed by Lloyd's broker Besso Ltd. The policy covers the
whole exhibition, including while it is transported from the
Hermitage to Rome, during its display and to its return to
St. Petersburg.

The exhibition, the largest of its kind in Italy, will be dis-
played in the refurbished wing of the papal palace, now the
official residence of the president of the Italian republic.

"We are proud to be leading this risk in the Lloyd's mar-
ket. It demonstrates the increasing maturity and breadth of

our underwriting skills," said Michael Wade, deputy chair-
man of SVvB.

Comings & Goings: Industry

P. Richard Hackenburg has been appointed president of
XL Market Services, part of Hamilton, Bermuda-based XL
Capital Ltd. He previously was chief executive officer oi
XL Insurance Co. of New York. . . .New York-based W/illis
Faber North America Inc. has named James E. Ryan senior
vp and chief information officer. Prior to joining Willis, Mr.
Ryan was a director at Swiss Reinsurance Co. gl

Reinsurance Intermediary
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Commentary

Dear diafy,

welcome to Y2K

While most everyone else spent 1999 worrymg about Y2K and
whether the world would have running water, electncity and func-
tioning AIMs, | was more concerned about whether I'd have my
trusty "Disaster Diary" to see me through 2000

Thls ectremely witly pocket calendar pokes fun at about every as-
pect of the msurance and remsurance busmess and many of its
celebnties Its hsts of best sellers, achievement awards and glossary
entnes are umque And few other dianes record the dates of disas-
ters-both real and imagmed-hence its name

In my commentary last January on the 1999 "Disaster Diary," a gtft
of TIG Re to its chents and brokers, | fretted that this treasure might
be a casualty of Fa]rfax Holdings Ltd 's purchase of TIG Holdmgs Inc
I need not have womed The "Special Millennium Edition (Oh-oht)"
has just hit my desk

Not only did the "Disaster Diary" survive as TIG Re morphed mto
Odyssey Re but it also is as irreverent and funny as ever Author Mark
Hmkley, whom I've dubbed the Mark Russell of the remsurance bum-
ness, has managed to outdo hiniself once again How this executive vp
of Odyssey Re comes up with this stuff eludes me

The "Special M]lennium Edition" first bids adieu to the second mil-
lenniurn "Goodbye, old years So long, Xng John, Enc the Red and
the Magna Carta See ya, Medicis Bye bye, Wordsworth, French Rev-
olutton, Logical Positivism, Dauy Queens and Mead Re Au revoir,

, black-and-white TV, push mowers, 70% of book
value, slily stock options, Fen-Phen and EMF "
The "warning"forthe year "The paradigm
for the next millennium assumes that demand is
inelastic and supply is constrained only by the
scarcity of knowledge transfer bndges, and
these are causative factors In the secular shijft
within financial services, bnnging reinsurance
mto alignment with the dairy cattle industry,
where supply and marginal utillty is governed
by the subtle co-dependency of weather, farm
subsidies, the populanty of 1 % milk and the
fundamental attitude of cows about reinsurance
Our ablhty to hve on a happy farm is the central
question of the next mifennium because, as you see, the spelling of
dalry 15 extremely close to diary, which confirms our keen eye for the
obvious”

Don't bother to read that again, as there is an additional warning
"Portions of the above paragraph, perhaps all, are meanmgless "

The remsurer's prayer is restated this year "God grant me the
knowledge to understand the gross, the decimals to calculate the net,
and the wisdom to know the difference " God's reply this year
"Fa'geddaboutit-Better start pamng off again
http // www unoahwho uarecom™

Among the "Reinsurance Best Sellers" are "Can't We All Just Be
French?" reportmg the "secrets of state-owned companies that no one
wanted to tell," and "War & Buffet m Lme for Lunch,"” which is the
"remsurance company buyers' guide " The "Reinsurance Achieve-
ment Awards" mclude a not-so-velled reference to the acqusitlve
Fairfax CEO Prem Watsa the "What's-a-Watsa Award to that insur-
ance execubve who can acquire a stable of companies solely using
eBay"

The glossary is back this year, with such astute definitions as

Carveout - a U-shaped hole m the ground where underwnters
hide dunng the soft market
Finite Insurance - insurance of flnites, small ferret-like crea-
tures found offshore who hve on mterest

rate spreads

Non-admitted reinsurance - password deficient, treaties you
don't admit you are on

Salvage - laminated TIG stock certlftcates make excellent
placemats

Underwriting Profit - (definition lost m the mid-'80s, never
seen smce)

In between all this clever stuff is a usable pocket diary, with the
dates of major disasters noted, such as the smlang of the Ttanic (Apnl
15, 1912) and the Northndge Earthquake (Jan 17, 1994) But only m
the "Disaster Diary" win you learn that it was on July 8 (year not not-
ed) that "re]nsurance brokers strike over airline upgrade policy Re-
placement brokers warming up m Tampa " All the traditional hoh-
days are nosed, as is the obscure fact that "February is Rudeness
Awareness Month around meeting of French walters and Lloyd's un-
derwnters "

If you want more of this "Special Mllennium Edition," drop Mark a
note at Odyssey Re m Stamford, Conn He may send you one-assum-
mg the Y2Kbug hasn't halted mail service

Pubasher and Ed:tonal Dzrector Kath,yn J Mcintyre's commen-
taly appears fortnzghtly She can be reached at kmcmtyl@cram com

ommended analyzing how employ- Some survey results were encour-
ees treat each other and how man- aging, though, Ms Unks said For
agement treats subordinates example

In addition, organizations should « Sixty-two percent of the re-

The report's authors outhned 16 "promote harmonym work groups, spondents have written policies ad-
measures that risk managers and encourage teamwork and sup- dressing violent acts in the work-
should take to prevent and reduce portiveness among co-workers," place, and 82% have written poh-
losses attnbutable to workplace vi- the authors said cies addressmg weapons in the
otence Though many organizations have workplace

The prolect was a loint effort of not formally assessed their work- The white paper's authors
the Risk & Insurance Management place violence risks, some have tak- stressed that upper management
Society Inc of New York and the en measures to minimize the risks, "first and foremost" must promote
Risk Management/Insurance Divi- the survey found Stlll, that number "a clear anti-violence corporate
mon of the Amencan Society of iS low, and those orgamzations of- pollcy" in a formal, wntten docu-
Safety Engineers of Des Plames, lll ten do not use all of the nsk control' ment that is distributed to and dis-
JoAnn Sullivan, administrator of resources at their disposal, accord- cussed with employees The organi-
the ASSE's risk management and Ing to the survey zation has' to make clear that ItS
insurance division and a vp in For example, less than half- zero-tolerance pohcy wlll apply
Marsh Inc's Phoemx office, co-au- 49%-of the respondents reported even to a "star performer," the au-
thored the project that they thoroughly investigate the thors noted

RIMS and the ASSE surveyed backgrounds of employment candi- « Many employers have imple-
1,000 risk managers and 500 safety dates The white paper's authors mented beefed-up security mea-
professionals m the fall of 1998 and sures For example, almost 59%
received 299 responses a 20% par- had added check-m desks for visi-
bcipation rate The respondents did o .\ yinate with care; the tors, 48% had mstalled access-card
not answer every question, howev- ) . entry systems, and 39% require all
er, so the percentage of responses to potentially violent should employees to wear or display photo
?ggtiln questions does not total feel they were cared for identification badges

. , The white paper's authors urged

The survey results and white pa- while employed,’ the risk managers and safety depart-
per w.ere re'?a_s_ed m December ) report advises. ments to recommend to manage-

In its definition of workplace vi- ment various measures to prevent
olence, the survey includes homi- workplace violence, such as inten-
cides, physical attacks, rapes, ag- or and extemor surveillance cam-
gravated and other assaults, characterized that low figure as eras and secunty guards
threats, Intimidation, coercion, ha- "stai-thng" - Many employers had employee
rassment and any acts that create Among those respondents who assistance plans that responded af-
hostile work environments do mvestigate employee back- ter violent mcidents occurred m the

Among the survey respondents, grounds, 88% check references, workplace Nearly 56% of the re-
22% reported that Incidents of 79% venfy previous work histol'les spondents offered counseling to
workplace violence had increased, and reasons for dismissals, and employees not directly involved in
and 41% reported that the number 72% check for criminal back- incidents, but only 22% offered
of such Incidents had remamed sta- grounds Less than 60% check mo- counseling to victims Less than
ble Six percent reported a drop in tor vehicle records, and a similar 15%, though, offered counselmg to
the number of incidents percentage venfy education de- victims' families Just shghtly few-

Nationwide, workplace homi- grees And less than 40% look into er-13 4%-oMered counseling to
cides fell nearly 18%, to 709, in mihtary discharge information and assailants
1998 from 1,080 m 1994, according conduct Great checks Five percent allowed an employ-
to the U S Department of Labor Only 4% reported that they use ee to take a hberalleave after a vi-

Shll, more than 2 milhon violent psychologtcal testing as a standard olent workplace Incident Between
victimizations occur at workplaces hinng process to weed out employ- one-fourth and one-third of the re-
every year, according to the U S ment candidates who have propen- spondents aided employees m find-
Department of Justice Approxi- sities for violence ing new jobs outside or within their
mately 12% of the non-fatal cnmes "Obviously, we'd like to see more organizations
cause inJunes, about half of which investigation,” Ms Unks said The white paper's authors recom-
require medical attention, accord- The white paper recommended mended that employers also use
ing to the latest Justice Department that employers improve their hinng EAPs to counsel laid-off and fired
statistics practices by usmg all of the tools employees and to help employees

The white paper's authors noted available to assess the risks that locate confidential counsellng ser-
that, under various federal and employment candidates may pose vices for financial, legal, personal
state workplace safety regulations A greater percentage of employ- and emotional problems
and case law, employers can be ers-58%-tram employees to rec- Other recommendations m the
held hable for the harm their em- ognize the warning signs that indi- white paper include
ployees sufferat the workplace cate a person may become violent, - Estabhsh effective grievance

The survey found that 70% of the the survey found Thidy-eight per- pohces and encourage empathetic
survey's respondents had not for- cent do not provide such training, management slalls to eliminate
mally assessed the risks of work- and 4% of the respondents were leadership styles that tend to pro-
place violence their organizations unsure, the survey found mote on-the-job violence
face, and 14% were unsure Only Among those orgamzations that - Estabhsh termination pohcies
16% had assessed their risks offered training and responded to "Terminate with care, the poten-

Yet 58% of the respondents re- the follow-up question regarding tially violent should feel they were
ported that their organizations' em- which department provided the cared for while employed," the re-
ployees had expressed fears of vio- training, the human resources de- port advises
lence m the workplace Fourteen partment-at 24%-most often -Traln management in threat as-
percent were unsure, and 28% re- was charged with that responsibih- sessment and de-escalation tech-
ported that their employees had not ty Safety departments conducted mques
expressed any such fears the training m 14% of the organiza- - Develop a plan on how the com-

Conducting a formal nsk assess- bons, and nsk management and se- pany wlll respond durmg and after
ment, or a vulnerabllity audlt, is curity each conducted the trammg an incident The plan should m-
one of the authors' 16 recommen- m 13% of the organizations Legal clude havmg a media spokesperson
dations to risk managers and safety departments provided the training - Review insurance pollicies that
departments for reducing the risk for 3% of the respondents may cover losses stemmmg from
of workplace violence Ms Unks said she was not con- workplace violence

Risk assessments can mvolve the cerned about which department
use of employee surveys, specially trained employees, "as long as A copy of the "Workplace Vio-
created focus groups or existmg someone was leadmg the trammg " tence Survey and Wh:te Paper":s
committess to better understand She noted, though, that she IS available at the RIMS World Wide
the general attitude of the work- surprised "no one was taking the Web site, www nms org, under
place, the authors wrote They rec- lead" in so many instances Cap:tat Alerts

Violence

Continued from page |

Envi ronmental directory near

Busmess Insurance Tmll publish in previous years, is an editorial enues of at least $250,000, and you
its 2000 directory of Environmen- service, and there is no charge to have not yet received a question-
tal Risk Management Consultants be included naire, please request one by call-
in the Feb 7 issue Companies must simply submit mg Assistant Directory Editor

The issue will also have an edi- a completed questionnaire by the Michel Schwartz at 312-649-
torial feature on environment extended deadlme of Jan 14 5313, or by downloadmg one from
risks If your company provides envi- Bfs World Wide Web site at

The directory, which iS being ronmental nsk consulting on an www busmessmsurance com/mag
published earher in the year than unbundled basis, with gross rev- azme/directones html
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31, 1999, expiration date, employ- York in Albany "It is a missed
ers urged New York legislators to opportunity to make health insur-
pare back the surcharges and as- ance more affordable to those al-
Continued from page 1 sessrnents ready providing it," he said
by surprise (Bl, Nov 25, 1996) Among other things, business But a spokeswoman for the Al-
That was because, under the groups argued that It IS unfair to bany-based Healthcare Assn of
original law, any employer-not have New York employers subsi- New York State, a provider group,
Just those located in New York- dize the cost of graduate medical described the legislative package
faced surcharges on bills of up to education through the covered approved by the Assembly as one
57 26% if it failed to meet a short lives assessment that will "meet the needs of New
deadline for filing paperwork in Business groups noted that the Yorkers and the providers that
connection with the law To avoid money raised by the assessment care for them "
the higher charge, employers had helps pay the cost of training pro- Back in 1996, benefit experts
to apply to pay surcharges direct- vided in state teaching hospitals predicted that passage of the New
ly to a state pool, rather than have to interns and residents who later York surcharge legislation would
providers individually collect the may leave the state The groups lead other states, eager to tap new

charges and pass
them on to the

Surcharge

revenue sources,

to enact similar

state measures

For example, 'This package falls well short of our goals,' St that has

. . ) A not happened
an minois em-  Says Elliott Shaw. 'lIt is a missed opportunity oniy one other

. . state--Massa-
ployer with an to make health insurance more affordable
employee who

took a business g those already pFOVIdlng It' implemented a
trip to New York sureharge law
in 1998, was in- That law,
though, 15 far
simpler than
taken to a hospital in New York also said it is unfair for employers New York's, with a flat 3 % sur-
City If the lllinois employer had that are not in areas with teaching charge imposed on hospital bills
not applied to pay the surcharge hospitals to subsidize the cost of and no application deadlines or
directly to the state pool, those facilities penalties
providers would tack onto its Others also complained that the States' need for new revenue
charges a surcharge totaling as surcharges for indigent care are sources to fund hospital care for
much as 57 27% of the employee's unfair to employers that already the poor has been somewhat offset
medical bill pay for health care coverage for by the booming economy, which,
To avoid the surcharge, employ- then employees In a sense, they in many cases, has increased tax
ers and plan administrators mi- argue, those employers pay for revenues beyond projections
tially were given only until Dec 2, health care twice-once for their In addition, many states are
1996, to mail an election form in- own employees and, through the sharing in a more than $200 bil-
dicating they would directly pay surcharge, a second time for the lion windfall as part of a settle-
the 8 18% surcharge to the state uninsured ment with tobacco companies In
pool But those arguments apparently fact, the legislation passed by the
Since then, the state has given made little impact on legislators, New York Assembly calls for us-
employers and plan administra- who were lobbied heavily by hos- ing a portion of tobacco settle-
tors periodic opportunities to file pital labor unions to renew the ment money, as well as a 55-cent-
the necessary applications to pay 1996 law per-pack increase in the state
the lower surcharges directly to "This package falls well short of cigarette tax, as an additional
the pool administrator But those our goals,"” said Elliott Shaw, di- revenue source for hospitals to
elections only apply prospectively rector of government affairs for offset their cost of providing indi-
As the 1996 law neared its Dec The Business Council of New gent care

chusetts-has

lured in an auto
accident and was

. with Zamansky & Associates in did take some fairly well-estab-
P rOd Ig y New York who represented the lished and old legal principles and

successful plaintiff in a compara- applied those to a fairly new set of
Continued from page 2 ble case decided in New York Su- circumstances arising out of the

Furthermore, said the court, "the perior Court in 1995, Stratton Internet " It took a "very practical
public would not be well served by Oakmount Inc us Prodigy Ser- and pragmatic approach," he said
compelling an ISP to examine and vices Co, said, "l believe that they Mr Bell said he believes the de-
screen millions of e-mail commu- wrongly decided the negligence is- cision will be very influential,
nications, on pain of liability for sue " "precisely because it comes from
defamation " "Prodigy clearly did not meet in- the highest court of je state and,
quite frankly, because that state
happens to be New York "

The New York COL.rt of Appeals
is "one of the most highly respect-
ed state final courts in the U S "
said Mr Bell Other courts will

Thomas V Marino, a New York-
based attorney who represented
Mr Lunney in the case, said, "Il
think it's a very important decl-
mon, and the court was confronted
with a basic policy choice, and it
found in favor of the industry over
what, | would arguably claim, are
very elementary individual rights "

"Frankly, | think it'S clear that,
in order for the rule of law to apply
to the Internet, there has to be per-
sonal accountability The court dustry standards in requiring ac
gave Prodigy immunity from neg- countability for customers by ob- sion is not necessarily of major sig-
ligence for opening accounts in taining valid credit card and ad- nificance "l think other courts
other people's names, and it had no dress information so that if some- were already on that track," said
responsibility to the law, accord- one committed a wrongful act they Ms Sayers "It's consistent with
ing to the court, to determine who could be held accountable,"” Mr the law as we have understood it to
was opemng the accounts In ef- Zamansky said be"” smce the enactment of the fed-
feet, Prodigy ensured that its IIn- Others, however, applauded the eral Communications Decency Act
postors would remain anony- ruling of 1996, she said
mous " The decision is rational and well "l don't think it will be tremen-

"If impostors are anonymous, reasoned, said Gretchen Sayers, dously influential,” said Mitchell
and Prodigy is immune, who iS senior claims counsel for Media/ Karmack, a partner with Rosen-
personally responsible to the law?" Professional Insurance in Kansas feld, Meyer & Susman LLPin
Mr Marino asked "As far as | can City, Mo "l think another outcome Beverly Hills, Calif, who hequent-
tell, no one, and if no one was re- would have had a pretty extreme, ly represents celebrity clients with
sponsible to the law for the chilling effect on ISPs," Ms Sayers Internet issues
usurpation of individual identify, | said "It again establishes in certain
think it's fair to argue that there is If Internet providers were sad- areas ISPs are going to be treated
no rule of law on the Internet,"” he dled with the obligation to monitor as publishers and in certain other
said the data they transmit, "yo-1 would areas they're going to be treated as

J Robert Lunney, an attorney just have snail mall," said attorney common carriers," he said "This is
with Lunney & Murtagh in White Michael J Silverberg with Phillips just another case go-ng in that di-
Plains, NY, who originally filed Nizer Benjamin Krim & Ballon, rection "
the case on behalf of his son, said who represented Prodigy in the
he was disappointed, "in that the case

appellate court failed to recognize
all the facts m the case "

'1 think another

outcome would have
had a pretty extreme,
chilling effect on ISPs,’
says Gretchen Sayers.

look at the decision m considering
comparable cases, he noted

The Court of Appeals is "gener-
ally considered around the country
to be a very prestigious court,”
said Mr Silverberg

Others, however, feel the deci-

Aterander G Lunney us Prodi-

Blake Bell, an attorney with gy Services Co et at, State of Neu,
Simpson, Thacher & Bartlett in York Court of Appeals, 99 B, Int
Jacob Zamansky, an attorney New York, said, "The court really 0165

Updates

Holiday bonus vanishing: Survey

Conanuedfrom page 2

The malonty of employers that stlll provide bonuses-59%-budget-
ed less than 1% of total payroll expenses for the awards By compari-
son, employers budgeted an average of 9 3% of payroll for performance-
based pay plans m 1999, according to Hewitt's study

The average monetary value of holiday bonuses and dfts vaned great-
ly by award type, with cash awards tending to have the highest value
For example, cash awards averaged $767 per employee, while compa-
nies hosting hohday parties spent an average of $52 per employee, and
those providing gft certificates spent $35 per employee The average
monetaly value of a food gift was $23

E&Y settles with Cendant

NEW YORK-Ernst & Young LLP says a $335 milhon settlement of
accounting negllgence htigation brought by Cendant Corp sharehold-
ersis "well within the firm's capacity, given our substantial msurance
coverage and overall financial strength "

The firm would not disclose detalls of its insurance coverage

The suit, filed last year in federal district court in Newark, NJ,
claimed that Ernst & Young was neghgent in faihng to detect account-
ing fraud at CUC International Inc, a company acquired by Cendant m
1997 The accounting fu:m had been CUC's outside auditor

A statement from Ernst & Young said the firm was "the victim of in-
tentional, collusive fraud on the part of CUC's management,” adding
that "even the best-planned and -performed audits of financial state-
ments cannot be rehed upon to detect material misstatements in these
circumstances”

While acknowledging that the settlement is large, Ernst & Young said
it was not an admission of wrongdoing "but srmply a recognition that,
m the htlglous environment in which we operate today, settlements are
an unfortunate reality and, sometimes, the only realistic option "

The firm said it would continue to pursue ItS fraud claims against
New York-based Cendant-which has its own suit against Ernst &

Young pending m federal court m Newark-and against Cendant per-
sonnelit claims were involved in the fraud

Bermuda captive use down

HAMILTON, Bermuda-Smgle-parent captives in Bermuda saw a
28% decline in gross premiums wntten m 1998, according to hgures just
released by the domicile's regulators

"More companies take advantage of the preferential premium rate
available in the commercial market in place of utillzing their captives,"
Robert D Steinhoff, chairman of Bermuda's Insurance Advisory Com-
mittee, said m a statement

Multiowner captives, however, saw a 10% Increase in gross premiums
m 1998

Single-parent captives, or Class | insurers, saw gross premiums fall
to $2 1 bulion in 1998 from $2 9 bilhon in 1997, multiowner captive, or
Class 2 Insurers, reported an increase to $44 billion from $4 billion
Gross premiums for Class 3 Insurers (finite nsk and other smaller rem-
surers) increased 16% to $14 8 bilhon, and gross premiums for Class 4
msurers (catastrophe reinsurers and excess halmhty insurers), fell 12%
to $2 9 bilhon

Overall, gross premiums for all insurers in Bermuda, including 11fe m-
surers, increased 5% to $26 6 bilhon m 1998 Bermuda permits rnsurers

to file statutory returns up to nme months after companies' fiscal year
ends

Briefly noted

Two subsidiaries of American International Group Inc. filed suit m
California Superior Court last week seeking a ruling that the ongoing
property/casualty busmess that ACE Ltd purchased from CIGNA
Corp earlier this year be held hable for the long-term business that
CIGNA had moved to a separately capitahzed runoff operation in 1996

Shares in both Zurich Financial Services Group and Royal &
SunAlliance Insurance Group P.L.C. rose sharply on European stock
exchanges last week after newspaper reports that Anglo-Swiss ZFSG
was preparmg a £7 billion ($11 30 billion) bid for London-based RSA
Neither company was prepared to comment on the reports Stan-
dard & Poor's Corp has cut the fmancial strength rating of Superior
National Insurance Co. to B+ from BB+ over concerns about its cash
flow, reserving practices and retention of business The workers com-
pensation msurer reported a $58 milton third-quarter operatmg loss af-
ter a $60 milhon boost in reserves The Callfornia Insurance Department
is also withholding release of Superior National's excess deposits, citmg
concerns about its $175 milhon reinsurance claim dispute with Bermu-
da-based Inter-Ocean Reinsurance Co Ltd S&P at the same time cut
the counterparty credit rating of parent Superior National Insurance
Group Inc to CCC+ from B+ The California Commission on Health
and Safety and Workers' Compensation announced on Dec 17 the elec-
tion of labor leader Tom Rankin as its chairman for 2000 Mr Rankm is
President of the Sacramento, Callf -based California Labor Federation

The Florida Supreme Court last week denied cigarette makers' ap-
peal of a lower court rullng that jurors could award punitive damages
as a lump sum rather than on an individual basis Jurors in state court
in Miami begin the damages phase of the trial on Jan 18, after earher
deciding the companies were hable for marketing a defective product
(BI, July 12, 1999) James V. Davis, chairman of Wilhs' Advanced
Risk Management Services m Nashville, Tenn, announced that he will
retire sometime in 2000 No successors have been named Mlarnl-
based Burger King Corp last week issued a voluntary recall of tens of
millions of plastic Pokemon balls included with its kid's meals, after a
13-month-old California glrl allegedly died from suffocation when half
of one of the balls covered her nose and mouth The balls, which open m
two pieces to reveal a Pokemon toy figure, are a potential suffocation
hazard to children under 3, the restaurant chain said m a statement
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I renwicCc k Even so, Trenwick still will be a second- million, is property catastrophe reinsur- B Insurance Index

tier reinsurer in most of the markets in ance
which it operates, Mr Watson said The assets of the combined companies 2,200

Contmued Jrompage 1 "They are still not a global competitor for would total more than $3 5 billion, share- > 150

going to pay high multiples for stand-alone the big reinsurers," he said holders equity would exceed $950 million ’

catastrophe reinsurers,” Mr Zimmerman Under the terms of the proposed merger, The merger with LaSalle coincides with 2,100

said . . .
shareholders of Trenwick and LaSalle will the end of a quota share reinsurance con-

The merger with Trenwick would place each receive shares in a newly formed tract with PXRE Corp, under which Tren-
LaSalle within a diversified reinsurer, and Bermuda-based holding company, Tren- wick accepted property catastrophe bum-
that would allow the catastrophe reinsurer wick Group Ltd , on a one-for-one basis ness underwntten by PXRE
to focus on its core business, rather than at- The merger values LaSalle at $432 mil- The establishment of a Bermuda holding ——1l
tempt to diversify itself, said Donald Wat- lion, based on the closing price of Trenwick company will bring tax benefits to Tren- 1.soot
son, a director at Standard & Poor's Corp stock on Dec 17, the last day the market wick for business written in Bermuda And, 1,850

in New York ) ] ) was open prior to the deal's announcement due to the less-onerous regulatory regime in
LaSalle's previous attempts to diversify LaSalle has more outstanding shares than Bermuda, Trenwick can write other lines.
have sometimes been unsuccessful, Mr does Trenwick, so LaSalle shareholders will that it could not so easily write in the Unit_ 1,750
Watson noted ) ) ~own 54% of the new comfaony and Tren- ed States, Mr Bensinger said These include 1,700
For example, earlier this year, LaSalle wick shareholders will own 46% LaSalle's finite risk programs and high excess cover- 11/5 11/12 11n911/26 12/3 12/1012/17 1/3

strengthened ItS reserves by $35 million for two-largest shareholders, CNA Financial age for workers compensation and profes-
incurred-but-not-reported losses from ex- Corp and Aon Corp, will each own less sional liability risks, he said

RN<A | An nn nor OQ 19/R

tended warranty and auto reinsurance than 10% of the new company, said Mr Several U S -based reinsurers have Source CNET/nvestor (Investor cnet com)Boulder, Colo
business The increase in reserves forced Bensinger moved their holding companies offshore in
LaSalle into the red for its fiscal year 1999, The board of directors will be dominated recent months, seeking tax and regulatory .
which ended on Sept 30, the reinsurer lost by Trenwick, which will have 12 seats, advantages They Include PXRE Corp, PCS catastrophe options
$5 7 million, compared with a S65 2 million LaSalle will hold four Everest Reinsurance Holdings Inc and As of [ec 23
profit in fiscal 1998 The 1999 gross premiums of the two com- White Mountains Insurance Group et o oread bidrmax
The loss for fiscal 1999 stands in stark panies total $962 million $380 million from Ironically, Trenwick was founded as an National Annual 1999 California Annual 1999
contrast to the lavish profits that LaSalle Trenwick America Re, its U S reinsurance offshore reinsurer in 1979 and soon became 60/80 140/195 60/80
and other Bermuda-based catastrophe rein- unit, $137 million from Canterbury Finan- a leading Bermuda-based reinsurer It pur- sof1eo oas- 80/100 ~/04
surers made in the mid-1990s, when rates cial Group Inc, Chartwell's primary pro- chased aUS reinsurance company in 1983 R, reomse o8
were high and capacity was scarce gram business, $174 million from Trenwick and later put ItS Bermuda underwriting Erstorn December 1956 Nostom Ammat 1906
LaSalle's 1999 results were also hurt by International, the former Sorema UK, unit into runoff 10120 _/a0 80/100 /1o
increased catastrophe losses and low rates $132 million from Chartwell Managing The Trenwick and LaSalle merger, which 20130 =0
"It's very difficult for a monoline reinsur- Agents Ltd , a Lloyd's of London syndicate is subject to regulatory and shareholder ap- 4060 -/2zo0 National Annual 2000
er to survive soft market conditions," Mr manager, and $139 million from LaSalle proval, is expected to close in the first half 60780 /s 1007150 7S5/
Watson said By line of business, the combined compa- of 2000 Somenst Dejjm:ﬂggg o oo
Trenwick also would diversify its book of ny will have $338 million in casualty rein- Donaldson, Lufkin & Jenrette Securities s e oo omar
business through the merger In addition, it surance, $276 million in primary insurance, Corp advised Trenwick, while LaSalle Re's 80100 /14
would have more than $1 billion in capital, $194 million in property reinsurance, and advisers were Lazard Freres & Co LLC, _
which is a significant barrier for reinsurers $154 million in business at Lloyd's Salomon Smith Barney Inc and Aon Capi- Total volume 0 Total open interest 6,737
to cross, he said Of the total premiums, 12%, or $115 4 tal Markets Inc ial For information on PCS cat options, call the Chicago Board of

Trade at 312 435 3674

"It was vetoed by the governor because of In addition to their lobbying efforts, the Source Chicago Board of Trade

C h a pte rS the local chapter presidents’ and their chapters hope to hold a Joint education day

members' actions regarding this bill," said Local companies could send members of e
British Issues

- Continued from page 3 Mr Ewing their risk management departments to at-
ships and hcpes to see more develop in the Allan Goldberg said working with other tend seminars and meet with their peers Price P/E Div Yield 52-week
future, he sa-d chapters when speaking out in the legisla- The event would be similar to the RIMS na- COmpanieS pence pence % high-low
Although not every state has more than ture about issues such as workers comp and tional conference, but without hefty travel
one chapter several states with multiple tort liability reform gives them "a stronger, and conference fees Logal & Gen 170 21 1 36 21 savaan
RIMS chapters have collaborated similarly, louder voice and a more-coordinated posi- "We think a good start is education and Royal & Sun s 56 57 GB53Bea

said Lance Ewing, director of insurance tion political action,”" said Jack Hadsall, risk
and loss prevention for Las Vegas-based Mr Goldberg is corporate insurance and manager for City Utilities of Springfield,

GES Exposnion Services and external af- risk manager for Siegel-Robert Inc, a di- Mo Mr Hadsall is also the outgoing presi- Brokers
fairs team lsader for national RIMS versified manufacturing company in St dent of the Ozarks area chapter, which has
Local chapters in lllinois, Texas, Ohio, Louis 18 company members Lmprt Fenchurch 140 140 42 30 142-58
Pennsylvania and California have worked It was a big step forward," said Mr Mr Heydinger said that he was quite T =47 111 120 a9 2867166
together on various initiatives, he said Goldberg, whose company is one of about pleased with the outcome of the joint meet- _
Note Pnces are Dec 29 dosings, other numbers from Dec 28

For example, in 1999, all of the California 65 member companies in the St Louis ing
RIMS chapters joined forces to defeat a RIMS chapter "l think it was a good ex- . .
p J p g Ce‘:’EaQ’rhafgthlt\ﬁ;@\mttﬁvlﬂtmnk everyb Source CNET /nvestor (investor cnet corn) Boulder, Colo

proposed workers comp bill change "
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; Top advancinP issues Sierra Health Services, HCC Insurance Holdings, Meadowbrook Insur Groug Leading dechners Accel International Corp, Reliance Gro%) HoIdinzgs, MAIC Holdings Inc. Most active issue Citigroup. The 8/Index fell 11%; the Dow
Jones 30 Industr,als increased 07%; the S&P 500 rose 0 4%, and the NYSE Composite Increased 0 3%. Average P/E. Brokers, 19 5, Insurers/reinsurers, 18 7, HMOs, 13
Source CNET investor (investor cnet com) Boulder, Colo



' Directors & Officers
- SAFEGUARDING THE FUTURE

| As a corporate director and officer, the organization’s
success can in great part, lay in your hands. One decision
that goes awry can jeopardize the company’s assets and
more importantly, its future. In today’s highly competitive
global economy, shareholders demand outstanding
| performance and solid results. Anything less could
potentially impact professional reputations and the
company’s continued operations.

At Reliance National, we’re very familiar with the
pressure that is placed upon corporate directors and officers.
Our portfolio of available insurance coverage includes:

B Commercial Directors and Officers Liability

‘M Diversified Directors and Officers Liability

M Excess & Surplus Directors and Officers Liability
M Community Banks Directors and Officers Program

jancial Institutions Errors and Omissions Coverage, including:
Financial Institution Directors and Officers

M Financial Services Directors and Officers/Errors and
Omissions

M Non-Profit Organization Directors and Officers Liability
- W General Partnership/Limited Partnership Coverage

M Real Estate Investment Trust

B Fiduciary Liability

M Trade Credit Insurance

We take a flexible and responsive approach to designing
‘coverages specific to each client. When offering ‘decisions
makers’ the ease and protection in which to operate, THE
CHOICE is Reliance National.

THE CHOICE
8 Reliance National

A Reliance Group Holdings Company

77 Water Street, New York, N.Y. 10005
http://www.RelianceNational.com

For further information
write us or call (212) 858-6602

E Reliance National products and programs underwritten by Reliance Insurance Company, Reliance National Indemnity
Compuny, Reliunce National Insurance Company, Reliance Insurance Company of Hlinois, Reliance Universal Insurance
Cuonipany, United Pacific Insurance Company, and/or Reliance Sutety Company.




