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Chuck Quackenbush's departure

creates uncertainty in the Califor-
nia Insurance Department.
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Large HMOs withdrawing

from Medicare risk business

WASHINGTON-More than 700,000 re-

tirees and disabled individuals now enrolled
in Medicare health maintenance organiza-

tions could lose their coverage next year, as
managed care companies withdraw from the
once-promising cost-cutting approach.
Several HMOs said last week that they will
significantly reduce their Medicare HMOs

next year in response to inadequate govern-
ment payments. The largest of those, Aetna
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U.S. Healthcare, is eliminating coverage

See Updates on nezt page

California’'s commissioner
resigns as probes intensity

By ROBERTO CENICEROS

LOS ANGELES-The resignation last week
of California Insurance Commissioner Chuck
Quackenbush was no surprise, given the
mounting allegations of corruption and mis-
management, business and insurance industry
leaders say.

Now, however, at least two issues are of
pressing concern to them.

Worried that the Department of Insurance
has fallen into disarray amid various investi-
gatory hearings, business and insurance indus-
try representatives said they hope a new com-

missioner can quickly restore the department's
integrity and operations yet give them fair rep-
resentation on regulatory matters.

Gov. Gray Davis said late last week he plans
to name a replacement within 30 days.

Another immediate concern involves the
oversight of the state's workers compensation
insurers, which have serious reserve shortfalls.

"It is critically important for all segments of
the industry that the Department of Insurance
get back to a normally functioning mode as
soon as possible," said Mark E. Webb, vp-state
affairs in Sacramento, Calif., for the American
Insurance Assn. "From the business communi-

Brokers debate need for added cover

Dueling views on D&0O

By GAVIN SOUTER

NEW YORK-New rules for independent directors on
company boards will likely lead to more shareholder suits
against public companies.

Whether existing directors and officers liability insur-
ance will cover the added exposure, however, is less clear.

The world's largest brokers-Marsh Inc., Aon Corp., and
Willis Group Ltd.-have recently written to their clients of-
fering differing views on the increased liability of audit
committee members of company boards.

While all three brokers agree that, in the short term, the
new rules promulgated by the Securities and Exchange
Commission and other securities regulators will likely lead
to increased exposure, Willis and Aon hold that existing

D&O policies should cover the added exposure, whereas
Marsh says t might not and additional coverage might be
necessary.

At the heart of the debate is the rescission of D&O poli-
cies, a rarely used right of an insurer to reject a claim by
stating there was a material misrepresentation in the appli-
cation for coverage and that, in effect, the policy never ex-
isted.

Marsh holds that instances of rescission are increasing
and that rescission may be used as a defense by underwrit-
ers seeking to avoid the new exposures. Consequently, some
policyholders may wish to buy a new policy offered by
Marsh to cover the possibility.

But Willis and Aon hold that rescission is still extremely

See D&O0 on page 34

Legislative doctoring

Congress OKs contentious health proposals

By MARK A. HOFMANN

WASHINGTON-Separate measures that could raise the
cost of health insurance for employers were approved in
both houses of Congress last week.

Patient rights legislation that would allow- managed care

ritlan participants to sue over coverage decisions in federal
court was attached to a spending bill that won approval by
the Senate on Friday.

Also on Friday, legislation that would exempt physicians
from federal antitrust laws in their negotiations with man-

The Senate patient rights measure was introduced as an
amendment to a Department of Labor/Health and Human
Services appropriations bill last Thursday. Unlike legisla-
tion the Senate passed last year, the amendment would
grant participants in managed care plans the right to sue
the plans-and, in some cases, the employers that sponsor

See Congress on page 37
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ty side, we still have some serious issues re-
garding the solvency of the benefit delivery
system."

California insurers faced a $4.3 billion re-
serve deficit at the end of 1999, according to
the San Francisco-based Workers Compensa-
tion Insurance Rating Bureau. The actual
deficit likely is less, however, because the rat-
ing bureau's estimate does not include reinsur-
ance arrangements.

Mr. Quackenbush's replacement will be
faced with the challenge of establishing a
credible system for regulating insolvencies,

See Resign on page 38

n OECD's sights

Captive domiciles the OECD declared 'tax havens'

Domicile

Number

of captives

Guernsey 364
Barbados 220
Isle of Man 169
British Virgin Islands 131
Turks & Caicos Islands * 129
Netherlands Antilles 18
Jersey 17
U.S. Virgin Islands o
Gibraltar 8
Panama 2

* Excludes

credit life insurers

Tax haven list

INcludes

big domiciles

By EDWIN UNSWORTH
and RODD ZOLKOS

The presence of 10 captive domiciles on a list of 35

aged care plans and insurers was approved by the House.

The future of both measures is uncertain, however, and

employer organizations and other opponents of the bills
vow to continue fighting them. In doing so, they may have
an ally in the clock, as time in the legislative calendar

grows short.
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jurisdictions singled out by the Organization for Eco-

nomic Cooperation and Development as having
"harmful" tax practices is causing little immediate

concern in the captive industry.

Many contend that the OECD has been vague in
setting out what it requires of jurisdictions to avoid
being labeled as "tax havens."

And, observers note, the release of a final list of ju-
risdictions that could be subject to possible, but as
yet unspecified, "defensive measures" is a year away.

Barbados, the British Virgin Islands, Gibraltar,
Guernsey, the Isle of Man, Jersey, the Netherlands
Antilles, Panama, Turks & Caicos and the U.S. Virgin
Islands all were named in the report released last

week by the Paris-based OECD's Committee on Fis-

See Captives on page 35
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Medicare HMOs pulling back

Contmued from previous page
for about 355,000 enrollees in 14 states In addition, Foundation
Health Systems Inc , Oxford Health Plans Inc and Sierra Health
Services Inc also announced withdrawals in certain markets last
week, though relatively few enrollees are affected by those moves
Previously, CIGNA HealthCare said it would leave markets in
more than a dozen cities and states, which will affect more than
100,000 enrollees

The pullouts came as the American Assn of Health Plans, a
managed care trade group, released a poll of member HMOs in
which respondents-which account for 85% of the total Medicare
HMO enrollment-said that 711,000 of their enrollees are in plans
that will be terminated next year

HMOs say they are leaving the Medicare market because gov-
ernment payments haven't kept up with their costs The industry
has been heavily lobbying Congress and the Clinton administra-
tion to boost the reimbursements

With Just over 6 million people in Medicare HMOs, the pullouts
will affect more than 10% of enrollment m the plans But en-
rollees unll not be left without coverage Some may find coverage
in other Medicare HMOs in their areas, while others can return to
the traditional Medicare program, though the benefits typically
are far short of what the HMOs had been offering

The contraction of the Medicare HMO market could play havoc
with employers that have been finding it cost-effective to give re-
tirees financial incentives to Join Medicare HMOs, rather than
covering them in corporate retiree health care plans

Pollution ruling upheld

LANSING, Mich -The Michigan Supreme Court has affirmed
without explanation a state appellate court's pro-policyholder
pollution coverage ruling

Australian insurer QBE
wins battle to buy Limit

By SARAH VEYSEY already operates four syndicates cash and convertible stock over
at Lloyd's that have a Dombined QBE's cash offer of 135 pence
LONDON-INn a dramatic turn- capacity of about £110 million ($2 04) per share At the time,
around in a lengthy bidding war, ($166 3 million) Limit Chairman Jonathan Agnew
Limit PLC has announced that Until its decision to accept the said that the Wellington'offer, de-
it will accept a takeover offer by QBE offer, Limit had strongly op- spite being slightly lower, was a
Australian insurer QBE Insurance posed a takeover by QBE, instead better deal for Limit sRareholders
Group Ltd favoring a merger with fellow Then, on June 26, both Welling-
QBE's most-recent bid, of 140 London-based Lloyd's business ton and QBE submitted "en-
pence ($2 12) per share, was ac- Wellington Underwriting PLC hanced"bids, according to Limit,
cepted by Limit on June 28. The The two groups had agreed to though Limit did not disclose the
bid values the company at about merge in April, then QBE stepped terms of either offer Rumors
£375 million ($567 0 million) and in with a hostile bid for Limit A abounded in the market that QBE
would create the largest Lloyd's- bidding war for Limit ensued, was prepared to make a hostile
based insurance business, with an with Limit saying in early June bid if its offer was rejected by thef
estimated capacity of £950 million that it favored a Wellington offer Limit board, but Limit sharehold-
($1 44 billion) Sydney-based QBE of 133 5 pence ($2 01) pe share in See Limit on page 37

House OKs Medicare coverage expansion

Reti ree drug bill advances

By JERRY GEISEL is possible, if unlikely President Clinton said he

wants to work with lawmakers to get legislation
WASHINGTON-If Congress acts to add a pre- passed, and Sens Bill Frist, R-Tenn, and John

scription drug benefit to the Medicare program, em- Breaux, D-La , last week unveiled what they said is

ployers with retiree health care plans almost certain- the only bipartisan prescription drug bill

ly will receive a financial windfall In addition, Senate Finance Comnuttee Chair-

Last week, prescription drug legislation man William Roth, R-Del, said his panel

In Arco Industries Corp us American Motorists Insurance Co, moved one small step forward when the ( -Ba would consider prescription drug legislation

an appellate court in October 1998 deferred to an earlier state
Supreme Court decision that the general liability policy's sudden-
and-accidental pollution exclusion bars coverage of pollution
damages that did not occur abruptly.

But, citing other state court decisions, including an earlier state
high court review of the Arco case, the appellate court affirmed
the trial court's decision to focus on the nature of the pollutants’
release into the environment rather than on the pollutants' subse-
quent migration Because the release of the pollutants was abrupt,
the exclusion does not bar coverage, the trial, appellate and
supreme courts agreed

All three courts also agreed that the general liability policy's
owned-property exclusion does not bar coverage for the cost of
cleaning a policyholder's property in all instances Public policy
bars insurers from imposing the exclusion when the pollution
threatens to migrate to groundwater, the courts found

Reversing a trial court, the appellate court ruled-and the high
court affirmed-that a state environmental agency's letter to Arco
is a lawsuit that triggers the company's defense cost coverage The
letter informed Arco that it was responsible for groundwater con-
tamination and that the company must take remediation action

The high court's affirmation also upholds the appellate court's
decision that Arco's various insurers are liable only for the por-
tion of the loss that occurred during their respective policy pen-
ods

The high court, with one lustice not participating in the case,
split 3-3 in its June 22 affirmation of the lower court's ruling In
Michigan, an equally split high court decision automatically af-
firms the ruling that is being appealed

Fungicide cases reopened

WILMINGTON, Del -E | du Pont de Nemours & Co. iS bracing
for additional claims in recently reopened cases involving its Ben-
late 50 DF fungicide

Courts have permitted approximately 40 cases that had been
settled in Florida and Delaware to be reopened, and a DuPont
spokeswoman said the company expects sunllar actions m a num-
ber of other states Claimants who petitioned to have their cases
reopened charge, among other allegations, that they were misled
into accepting less money than they should have received in their
settlements

DuPont, which has paid more than $1 billion since the early
1990s to settle claims that contaminated Benlate killed crops, will
“vigorously defend these cases," the spokeswoman said

Meanwhile, in a case unrelated to the alleged contamination, a
state court Jury in Starr County, Texas, last month awarded
$100 3 million to two melon growers who charged that the fungi-
cide failed to work as advertised and did not prevent a blight that
killed crops

The spokeswoman said settlements and defense costs are fund-
ed by a combination of Insurance and reserves The company
plans to take a charge against earnings of about $60 miillion in its
second quarter to help fund defense of the reopened cases

Comp losses worse than thought

BOCA RATON, Fla -Further deterioration of two key loss ra-
tios shows that 1999 was even more unprofitable for workers com-
pensation insurers than originally calculated, according to revised

estimates released last week by the National Council on Compen-
sation Insurance

Continued on page 38

House of Representatives passed-on a 217- c __--=3 after the July 4 recess
214, near party-line vote-a Republican 1...63,ii,i Whether a compromise can be reached
plan proposed by Rep Bill Thomas, R- this year isn't known What 15 known,
Callif, to give Medicare recipients a new however, is that all of the major prescrip-
drug benefit tion drug bills could shave billions of dol-
Underscoring the intense partisanship 15253086 G 63 lars off employers' retiree health care
that has surrounded the issue, House 72 bills and could slow-and perhaps elimi-
Democrats en masse briefly walked out of nate-the current trend of employers ter-
that chamber prior to last week's vote on minating retiree health care plans, some
the Republican bill, and President Clinton experts say
has said he will veto the measure if it comes «- "Employers would find appeal in
legislation that provides subsidies for
See Medicare on page 38
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to his desk in its current form

Still, there were signs that a compromise

Filing proposal delayed

Insurers, buyers laud further review of rate-and-form measure
mercial policyholders

By MEG FLETCHER
sioners is delaying formal adop- Instead of adopting the pack-

tion of a package of proposed more time to discuss ISSUES relat- age, however, committee members
model rate-and-form filing re- ing to financial and regulatory unanimously voted to merely re-
quirements while it considers how modernization ceive the controversial package of
they fit with its goal of streamlin- The Executive Committee's proposals and pass It to the
ing regulation of insurance agenda for the teleconfer€nce had NAIC's new Speed to Market
Critics of the requirements wel- called for members to "consider Working Group
come the delay, as it may give adoption" of the Property and Ca- That working group was estab-
them a new opportunity to lobby sualty Rate and Policy Form Mod- lished in March as part of the
regulators on changes they seek to el Law and accompanying regula- NAIC's initiative to streamline
the proposals tion The proposals, which have state regulation of insurance
The NAIC's Executive Commit- been in development for nearly while implementing new federal
tee made the decision during a two years, would allow a state in- financial modernization require-
conference call last week held to surance commissioner tc deter- ments imposed by the Gramm-
discuss various issues that had mine the appropriate method of Leach-Bliley Act (BI, Mmarch 20)
been set aside at its recent quar- regulation but, unless otnerwise
terly meeting to allow regulators stated, would require a regulator's

INSIDE

prior approval of forms and a file-
and-use system for rates The

KANSAS CITY, Mo -The Na- model would exempt large com-

tional Assn of Insurance Commis-

Representatives of risk man-
See NAIC on page 36
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High cost hikes

continuing
for benefit plans

By JERRY GEISEL
and MICHAEL PRINCE

ealth insurance rates continue to increase, with no
relief in sight.

Health maintenance organizations have been
boosting their rates this year by roughly 7 % to
12%, though some employers have been hit with
increases of more than 30%.

"There have been a lot of crazy things going on," said
Barry Barnett, a principal with UNIFI Network, a unit of
PricewaterhouseCoopers L.L.P. in Teaneck, N.J.

Rates for other types
of health plans also have
MIDYEAR been climbing in 2000.
Rate hikes for point-of-
MARKET REPORT service plans and pre-
ferred provider organi-
zations have averaged
roughly 10% to 12%.
Benefit managers
shouldn't expect rate
hikes to abate anytime

socon.

Renewals at year end

HEALTH CARE "could be really ugly,"”

said Kenneth Sperling, a
consultant with Hewitt
Associates L.L.C. in Norwalk, Conn.

Substantial rate hikes have become so much a part of the
landscape that benefit managers whose cost increases are
somewhat less than the norm-though still high compared
with only a few years ago--consider themselves fortunate.

"So far, so good. Rate increases have been lower than ex-
pected," said Michael Pikelny, benefit consultant and cor-
porate actuary with Hartmarx Corp., a clothing manufac-
turer in Chicago. Mr. Pikelny says HMOs that Hartmarx
uses have been increasing rates by about 7 % this year.

As has been the case for the last two to three years, soar-
ing prescription drug benefits have been a prime factor fu-
eling rate increases. Insurers, HMOs and others say pre-
scription drug costs are rising 15% to 20% a year with
double-digit annual increases likely to continue.

"There is no end in sight"” to hefty cost increases, said
Randall Abbott, client strategies leader in the Philadelphia
office of Watson Wyatt Worldwide.

"Prescription drug costs are running away," concurred
Mr. Sperling of Hewitt.

Prescription drug cost increases are being fueled by a
number of factors, not the least of which is direct advertis-
ing by pharmaceutical manufacturers, which, benefit ex-
perts say, increases consumer demand.

"The pharmaceutical industry has increased awareness
and prices," said Bryan Birch, chief sales officer with Em-
pire Blue Cross & Blue Shield in New York.

See Health on page 28

MIDYEAR
MARKET REPORT

LISTENING
FOR NEWS
OF A TURN

Buyers seeing

signs of firming
IN some areas

By MICHAEL BRADFORD
and DAVE LENCKUS

hether the insurance market is hardening de
pends on which buyer you ask.

From a buyer's perspective, the market is be-

ing characterized as crusty rather than hard.
There is firming in some areas. but soft spots

"There are definite signs of a turning market," said
Richard S. Betterley,
' president of Betterley

Risk Consultants Inc.

MIDYEAR

in Sterling, Mass. He

characterized the

MARKET REPORT

prevalence of firming
rates in the market,
however. as "spotty"”
during recent renewals.

Mr. Betterley, who
handles insurance re-

newals for the small-

RISK
MANAGERS

client segment of his
practice, recently com-
pleted the process for

three manufacturers

and a hotel. Generally. he said, general liability and fleet
rates are up 20%, property rates are 10% higher and work-
ers compensation prices have moved up 5%.

See Buyers on page 22
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Rates, terms vary
by account,
brokers report

By ROBERTO CENICEROS
and SALLY ROBERTS

rice firming and some tightening of terms and con-
ditions mark midyear renewals for most lines of
commercial property/casualty insurance, brokers
report.
More so than at year-end renewals, insurers at
midyear are looking to improve their financial po-
sition either by raising rates or by walking away from less
desirable accounts, several brokers report.
Insurers, however, still are setting their rates and terms
on an account-specific
basis, and there still

MIDYEAR

are wide variations in
pricing. they say. Ac- NMARKET REPORT
count size, risk location
and industry type are
among the factors de-
termining the size of
rate increase.

Such pricing varia-
tions aside, brokers
agree on the market's
current direction.

"The softness of the B RO KE RS
market that we have
experienced in the re-
cent past, the continual softening, has ended," said Thomas
A. Golub, president and chief executive officer of Hobbs
Group L.L.C. in Atlanta. "There is no more softening."

"The thing that we are seeing throughout the year is that
rates are getting stronger, not weaker," said Michael D.
O'Halleran, president of Aon Group Inc. in Chicago.

Insurers are looking more closely at their business and
are setting terms and prices on an account-specific basis,
said James J. Braniff Ill, junior vp at Arthur J. Gallagher &
Co. in Itasca, IIl.

"That is the healthiest thing going on in the insurance in-
dustry," he said. Insurers "are deciding what they need to
get to a profitable level, as compared to (imposing) an
across-the-board rate increase," he said.

Risk managers understand that the market has bottomed
out, and they are accepting moderate rate increases, bro-
kers note. Some of the larger increases, though, have caused
some buyer anxiety and have prompted inquiries into alter-
natives to purchasing insurance.

Extreme increases, however, remain uncommon.

"l wouldn't be so bold as to describe it as a hard market,"”
said Frank C. Witthun, president and CEO of Acordia Inc.,
which recently moved its headquarters to Chicago from In-
dianapolis.

"In some specific areas, we've seen some change. . .one
being workers compensation in California. Some property

rates are a little more difficult in some coastal ar-

See Brokers on page 23

INnsurers claim rate increases are across-the-board

By MARK A. HOFMANN
and MEG FLETCHER

nsurers see a light-albeit still
a rather faint one-at the end
of a tunnel they've been
traversing for more than a
decade.

Underwriters say that the
property/casualty insurance mar-
ket, which has been soft since the
late 1980s, is finally firming. In-
surers say they have been able to
get rate increases-some modest,
others substantial-pretty much
across the board during the
midyear renewal season.

At the same time, underwriters
are quick to point out that the
market is firming, not hardening.

REINSURANCE

.. PAGE 4

They aren't experiencing a reprise
of the mid 1980s, when rates sky-
rocketed, capacity disappeared
and many risk managers turned to
alternatives, such as captives, for
financing their risks.

In addition, insurers note that
risk managers aren't vehemently
resisting the increases. Some ac-
counts-particularly those with
poor loss histories and, thus, high-
er-than-average premium in-
creases-are being shopped to
other insurers, but many others
are remaining with incumbent un-
derwriters once the rationale be-
hind rate increases has been ade-
quately explained.

"The main thing we're looking
at is looking at each customer in-

dividually and trying to make
sure the retentions are right and
the pricing is right,” said Gail P.
Norstrom, president and chief ex-
ecutive officer of Industrial Risk

MIDYEAR
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Insurers in Hartford, Conn. He
said underwriters have "better
tools™ to understand risks than
they did 15 years ago, so "we're
going about in a much more
thoughtful way than perhaps we
did in the mid '8Os."

Current circumstances indicate
a "firming market. We're seeing
more across-the-board increases,
that's what we're hearing from

the agents,"” said Steve Pozzi, se-
nior vp and managing director of
Chubb Corp. in Warren, N.J. "It's
been across the board; there's not
one single area."

The rate increases have resulted
from the "cumulative aggregation

of lower and lower rates,” said

Mr. Poz=zzi. "It doesn’'t look as

much like a knee-jerk reaction,”
he said.

"We are clearly seeing price
strengthening across commercial
lines," particularly in the middle-
market segment of commercial ac-

counts-which between

pay
$50,000 and $1 million in annual
premiums-for core lines of cov-
erage, including workers compen-
sation, general liability, auto lia-
bility and auto property as well as
general property coverages, said
Doug Elliot, chief operating
officer-commercial lines at Trav-
elers Property Casualty Corp. in
Hartford, Conn. Mr. Elliot said
Travelers has been able to get
steady increases during the last

See Insurers on page 24
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Reinsurers driving higher rates,

By GAVIN SOUTER
and DOUGLAS McLEOD

nsurers are paying significant in-
creases for many of their reinsur-

ance programs at midyear re-
newals.

Cedents with losses on their
property catastrophe reinsurance
programs are paying the largest in-
creases, reinsurers and brokers report.
Loss-free property programs are
also being hit with rate hikes and
higher retentions, though, as reinsur-
ers try to turn around their poor re-
sults.

And while casualty reinsurance
rates are not hardening as fast, insur-
ers often are paying more for cover-
age, reinsurers and brokers say.

The hardening likely will con:inue
for the rest of the year, as reinsurers
strive to increase profits, they say.

While increases vary by line, the
rate reductions that have been com-
mon for the past several years have
come to an end, said Jerome Karter,
president and chief executive officer
of SCOR U.S. in New York.

"We haven't seen any price reduc-
tions anywhere," he said.

Most reinsurers have reviewed their
poor results for the past few years and
determined to improve them by in-
creasing rates, he said.

Property catastrophe reinsurance
continues to lead the tightening trend
in the market.

Ceding companies are seeing re-
newal rate increases averaging 10% to

MIDYEAR
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15% on cat coverage, depending on
geographic area and loss experience,
said Steven Bclland, senior vp with

intermediary Gill & Roeser Inc. in
New York.

retentions

Cbmpanies with good experience
and relatively low exposure may see
8% to 10% increases, while those with
heavy losses could see hikes,of up to
2536, Mr. Bolland said.

B.y year end, he said, some ceding
insu-ers will likely consider raising
their retentions or will look at risk
transfer alternatives, such as eatastro-
phebonds, in response to rising costs.

Cht bonds "are not alternatives
wh€n reinsurers are giving aray rein-
surance. Once you start raising the
price 25%, people are going to start
looking at these alternatives" he ob-
served.

"The firming that we saw in Jan-
uary is continuing," agreed Sean
Mooney, senior vp and chief
economist with Guy Carpenter & Co.

Our client changed partners four times
in five years and we never lost a step.
No wonder they' re dancing on air.

With 5000 employees and an annual payroll over

$100 million dollars, controlling workers com-

pensation costs isn't a cakewalk for Rhode

Island-based Pembroke Management Services

Inc., a professional employer organization (PEO).

In 1994 they hired us to help them control

workers compensation costs and claims. Since

that time, in their on-going effort to better man-

age the workers comp program and enhance

the support they were receiving, the company

has switched workers comp carriers several times.

Knowing that reducing insurance costs and

enhancing reporting capabilities were essential

to the mission and success of this client, we cus-

tomized our data collection and carrier reporting

fQ.reflect the.q

org tion,

responding to the information requirements of

each new carrier. Systems issues never hindered

transition from one insurer to another or impeded

the claims management process. And the continuity

Cambridge has provided through these transitions

- in adjuster staff and account management - has

n-going growth of the company from -,

on

wW.. Q

£ O —

also helped Pembroke fine tune their programs even as they've expanded.

The ability to adapt to and support evolving client needs are hallmarks of the service Cambi idge Integrated

Services Group provides. It helps us keep our clients a step ahead of the rest. Call us if ycu'd like to be

in the lead, t0O0.

7 Cambridge

.../ Integrated Services Group, Inc

We've revolutionized our business to serve yours better.

8 Centre Drive, Jamesburg, New Jersey 08831 « 877/272-0180 - www.cambridgeintegrated.com

Inc. in New York. "It's very difficult
for clients to get any rate reductions”
for either catastrophe or property
treaty programs.

Florida catastrophe reinsurance re-
newals renewed on June 1 with in-
creases ranging from 10% to 25%, de-
pending on the underlying book of
business, said Russell Smith, senior vp
at Renaissance Reinsurance Ltd. in
Bermuda.

Many of the companies renewing
derived their business from risks for-
merly covered by the Joint Under-
writing Authority in Florida and have
been established over the past three
years, he said. Previously, much of the
reinsurance coverage written for these
new insurers was based on their busi-
ness plans, but this year the coverage
is based on the actual portfolio of
business, Mr. Smith said.

"Those that have good business
plans, an established portfolio that we
are comfortable with and are making
money will only have increases in the
range of 10%, but those that have had
rapid growth outside of their plan
have seen higher increases," he said.

No insurers in Florida suffered
large catastrophe losses in 1999, but
some have rapidly expanded in high-
risk areas so their rates are increasing
to reflect the higher risk profile of the
business, Mr. Smith explained.

Nationwide, insurers that were re-
newing on July 1 have been seeing
rate increases that varied greatly de-
pending on loss experience, he said.

Some insurers that suffered losses
from Hurricane Floyd as well as other
natural catastrophes in 1999 are see-
ing rate increases of more than 30%,
Mr. Smith said.

In Europe, primary property insur-
ers will probably not impose big rate
increases even after large cat losses,
said Donald Watson, a director with
Standard & Poor's Corp. in New
York. As a result, reinsurers will react
by forcing ceding insurers to take
larger retentions and by withdrawing

pro rata reinsurance capacity, writing
instead on an excess-of-loss basis that

limits reinsurers' risk but also reduces
reinsurers' premiums, Mr. Watson
predicted.

The market for non-catastrophe
property programs, meanwhile, is still
looser than that for catastrophe risks,
observers say.

"l don't see a big change," Mr. Bol-
land said, explaining that reinsurers
in some cases are "jiggling terms," re-
ducing rates, for example, while cut-

ting the maximum loss recoverable
under a contract.

"It's been difficult to see if there has
been any price increase at all," he
said.

John W. Smithson, chairman and
chief executive officer of PMA Rein-
surance Corp. in Philadelphia, said
the property per risk reinsurance
market is tightening, but slowly, with
rate hikes hitting accounts that have
produced losses.

"Property accounts with good ex-
perience are being treated a little dif-
ferently, but prices are generally
heading north," Mr. Smithson said.

Several reinsurers are refusing to
support proportional property rein-
surance treaties with adverse results,
said Roderick P. Thaler, executive vp
at Willis in New York.

And to make the treaties acceptable
to reinsurers, insurers have had to
take larger retentions, he said.

Also, brokers have had to make
greater use of modeling and quantita-
tive analysis to demonstrate to the
reinsurers that treaties will likely be
profitable, he said.

"The modeling allows you to go to a
Doubting Thomas reinsurer and say,
'This really is a viable proposition, "
Mr. Thaler said.

And senior managers at reinsurers
are getting more involved in the pro-
cess of reviewing large treaties as the

See Reinsurance on page 6
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Reinsurers

Continued *cm page 4
performance of those treaties can
have a significant effect on overall re-
sults of a reinsuier, he said.

"So we are seeing much more com-
mittee underwriting and much more
actuarial analysis," Mr. Thaler said.

The casualty reinsurance market is
also seeing some increases.

"We are finding that the market is
getting tighter by the day," said H
Elizabeth Mitchell, executive vp
North American casualty at St Paul

Re, a New York unit of St. Paul Insur-
ance Cos. Ine

Rates are inxeasing significantly
for excess-of-loss treaties, ceding
commissions are beng reduced signif-
icantly for proportional treaties, and
brokers are haiing djfficulties placing
poor-performing business, she said.

In the most extreme cases, casualty
rates are increasing by 60%, and 10%
to 20% increases "are not unusual,”
Ms. Mitchell said.

The reinsurance market is going
through a marked change, agreed
Fred Madsen, executive vp at NAC Re
Corp., a Stamford, Conn.-based unit

of XL Capital Ltd.

"We are turning business down,
and more often times than not we find
it coming back," he said.

A year ago, if a reinsurer turned
down a poorly rated program, brokers
would easily find another reinsurer to
take on the risk, Mr. Madsen said. But
rejected business is being repackaged
and presented again to reinsurers that
previously turned it down, he said.

Rate increases are averaging 5% to
10% for casualty reinsurance, Mr.
Madsen said.

In some cases, reinsurance capacity
js drying up for particularly poor-per-

forming sectors, he said.

For example, reinsurers are walk-
ing away from programs for nursing
homes in some areas of the United
States where there have been large li-
ability awards, and the primary insur-
ers are having to walk away too or
take the risk net of reinsurance, Mr.
Madsen said.

Heavily reinsured programs for
poor-performing areas, such as um-
brella liability or workers compensa-
tion, are seeing severe retractions in
capacity, said Ms. Mitchell. "There are
significant rate increases and people
are pulling out," she said.
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Reinsurers are either not using the
capacity they formerly devoted to
those areas, or they are using it to cov-
er new products, such as enterprise
visk coverage and Internet liability,
she said.

The casualty reinsurance market is
still dragging behind other sectors.

"The news is not good" for reinsur-
ers, S&P's Mr. Watson said, though
with rates not actually falling any-

more, "l really believe we are at the
bottom of the market.”

Accident and health reinsurance

rates have jumped 20% to 45% after
reinsurers were hit last year by rising
pharmaceutical costs, and medical
malpractice coverages are seeing
"modest" 5% price increases, he said.

But rate levels are poor in the prod-
ucts and professional liability and
workers comp reinsurance lines. And,
while there is hope for improvement
in general liability lines, "a lot of GL
is (written) on multi-year contracts, so
we won't see any improvement for a
few years," he said.

In the workers comp arena, the
Unicover Managers Inc. debacle has
prompted withdrawal of capacity and
rate increases, but the increases are
still far below profitable levels, Mr.
Watson observed.

A workers comp reinsurance pool
that Unicover managed unraveled in
1999 when huge losses began hitting
the participating reinsurers, prompt-
ing lawsuits and causing turmoil na-
tionally in the workers comp market
(BIl, March 15, 1999)

Taylor Collings, a Seattle-based
Guy Carpenter managing director
and national workers comp practice
leader, said that reinsurers are taking
a more analytical approach to setting
workers comp renewal rates. Increas-
es have ranged from 10% to 100%,
averaging about 20%, he said, with
the best terms typically coming from
a program's existing reinsurers rather
than from new players.

Mr. Collings added that there has
been little overall change in market
capacity except in the unusuallower-
layer programs-below $250,000-in
which Unicover was a key player.

Loss of this working-layer reinsur-
ance has meant that most ceding in-
surers "have relegated themselves to
taking the retentions they had be-
fore," he said.

For casualty renewals generally,
"reinsurers are not behaving consis-
tently," with some still pricing aggres-
sively and others hanging back, Mr.
Smithson said.

Underlying primary casualty prices
may be rising, but not enough, he

raising rates in the "mid-single digits"
on some business, "they are still less
than the double-digit increases that
would really do the job," he said.

Specialty casualty, mostly written
on a pro rata basis, is especially tough,
Mr. Smithson said, with reinsurers
facing the choice of continuing to
write on a pro rata basis-taking a
share of primary premiums-or shift-
ing to excess of loss.

Overall, the renewal market from
reinsurers' perspective is not getting
any worse but is not improving quick-
ly for most lines and is likely to con-
tinue tightening.

"You look at the first-quarter ORein-
surance Assn. of America) results-
they're horrible,"” Mr. Bolland said.
Reinsurers "have to do something,
and | think they are going to start do-
ing it."

"There are a lot of underwriters in
this market that have never seen a
hard market, and they may not know
what to do,” he added.

Despite some large increases at the
July 1 renewal, there is still a need for
further increases at year end and be-
yond, said Mr. Karter of SCOR. "A
20% rate increase doesn't mean much

if the business is 50% underpriced,"
he said. Ell
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Squabbles delay Rx benefit

T SEEMOHARDE aeateases byihaksomesne-n

Medicare to cover retirees' rug expenses.

Last week, Sens. Bill Frist, R-Tenn., and John Breaux,
D-La., offered such a proposal, while the Clinton adminis-
tration offered another. Those come on top of a plan ad-
vanced by House Ways and Means Health Subcommittee
Chairman Bill Thomas, R-Calif., that cleared the full House
of Representatives last week. No doubt other proposals will
be introduced in its wake.

The danger of so many competing proposals, and the at-
tacks sponsors are making on rival plans, is that no mea-
sure will garner adequate support to be enacted. Expand-
ing prescription drug coverage for retirees, however, is a
worthwhile goal and demands bipartisan support. The key,
of course, will be compromise.

It's understandable why politicians are scrambling to get
on the Medicare drug coverage bandwagon: This is a po-
tent issue with the growing population of retiree voters.

Prescription drugs costs are soaring, with the annual es-
calation in costs now in the 15% to 20% range and show-
ing no sign of abating any time soon.

Retirees are especially vulnerable. They are much more
likely to use prescription drugs-and more of them-than
are non-retirees. Just as important, because Medicare does
not provide coverage of outpatient prescription drugs, re-
tirees have to pay for this medicine out of their own pock-
et, unless they have purchased a Medigap policy or are cov-
ered under a former employer's retiree health plan.

This situation clearly is ripe for congressional interven-
tion. Given both the growing cost and importance of pre-
sci'iption drugs to treating illnesses, coverage of medicine
should be part of any government-provided health care
plan for the elderly.

Unfortunately, Republicans and Democrats now seem
more interested in bashing each other's proposals than
working to enact meaningful reform of Medicare coverage.
The odds of a compromise being reached before the legisla-
tive session ends this fall are not good.

That's a shame, because we don't think it should be that
hard to craft a package that can win the support of both
parties. Some of the elements are already out there.

Clearly, there has to be cost sharing on the part of Medi-
care beneficiaries to discourage unnecessary utilization.
Both parties agree on that.

One stumbling block-whether the beneEt should be of-
fered by the Medicare program or private health insurers-
can be avoided by adopting a structure that does not take
an all-or-nothing approach. Just as retirees can choose to
obtain hospital and physician coverage from either Medi-

11)06TAKE

20-0

care or a Medicare+Choice plan-typically an HMG-why
not allow retirees to choose prescription drug coverage
through Medicare, private insurers or even their former
employers? The resulting competition among plans for gov-
ernment and retiree dollars could lead to better service and
options than a system with no choice.

Any legislative package cannot ignore the role that em-
ployers still play in delivering retiree health care benéefits,
many of which already provide prescription drug coverage.

Fortunately, both Republicans and Democrats agree on
this. Fudhermore, there is agreement that employers
should be encouraged to continue to provide prescription
drug benefits through their retiree plans, thereby avoiding
the disruption that would occur if their retired workers
were shifted to a new public plan.

The Clinton plan would do this by subsidizing employ-
ers' premium costs for offering a prescription drug benefit
that is at least as good as what would be provided under
Medicare. Under Rep. Thomas' plan, employers would be
directly subsidized for a portion of retirees' prescription
drug costs that fall within certain ranges.

While we can't say which approach would work better,
we're at least glad to see that both parties would provide
financialincentives to keep edsting private coverage of re-
tirees' prescription drug costs intact.

We hope that by next year-perhaps when partisan feel-
ings are not as intense as they are during this election
year-lawmakers will recognize that they are in fact closer
to an agreement than they now may realize.

Tax havens need to clean up act

ARENTS OF CAPTIVE insurance companies
should welcome international pressure on countries
that are regarded as tax havens to clean up their act.

For companies with legitimate risk financing programs
operating from these countries, anything that would cast
doubt on that legitimacy is unwelcome. It also may be a
risk for U.S. companies that for years have faced an Inter-
nal Revenue Service that at times has appeared hostile to-
ward captive insurance arrangements.

As we report, 35 countries have been identified as tax
havens by the Organization for Economic Cooperation and
Development. Of those, 10 are captive domiciles. Two of
the world's largest domiciles-Bermuda and the Cayman
Islands-avoided the OECD list by agreeing to end prac-
tices that drew scrutiny from the organization.

While tax advantages are a welcome benefit of owning a
captive in a particular domicile, today it is rarely the pri-
mary reason for selecting the locale. And choosing a domi-
cile because it has secretive and harmful tax practices
should never be the reason for selecting a home for a cap-

tive insurer.

The OECD list by itself will not lead to punitive action

against companies with operations in these locations; it
will depend on the member nations of the organization-
which include most developed nations-to impose sane-
tions and take action.

For U.S. companies, there is a particular risk that the
IRS could take some kind of punitive action against a com-
pany with a captive in a tax haven domicile. For years, the
IRS has challenged the deductibility of premiums paid to
legitimate captive insurance programs, pressing its view
that these alternatives do not represent a valid transfer of
risk. Federal courts have overturned many of these IRS ac-
tions, but only after lengthy and costly legal battles.

To give the IRS an excuse to take action against a cap-
tive insurance program that is located in a domicile that is
a tax haven seems foolhardy.

We applaud the pledges made by Bermuda and the Car
mans to take any steps the OECD deems necessary to avoid
being labeled a tax haven.

Now it is up to other domiciles appearing on the tax
haven list to do likewise and demonstrate that they offer
the parents of captives far more than the avoidance of

taxes.
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Surplus lines benefiting as overall market hardens

By JOANNE WOJCIK
and LEE FLETCHER

s the admitted market

grows more selective

and charges more for

the risks it underwrites,

surplus lines insurers

are seeing more busi-
ness come their way.

In addition to increased cover-
age submissions, surplus lines ex-
ecutives also report that they are
enjoying some of the same firming
of rates in selected lines-particu-
larly for property coverage-seen
in the admitted markets.

"Companies are keying in on
risk selection to improve prof-

itability,"” said Kevin Kelley,
chairman of Lexington Insurance
Co., a unit of American Interna-
tional Group Inc. in Boston.

A more rigorous underwriting
approach in the admitted market
is helping surplus lines under-
writers appear more competitive.
For the second year in a row, the
surplus lines market is reporting
increased submissions and firmer
pricing, especially in such lines as
property catastrophe, medical lia-
bility and transportation.

"We're getting a sense from our
brokers that our approach-to be
responsible-is being rewarded
now," said Bryan Salvatore, a vp of
Zurich U.S. Specialties in New
York, a unit of Zurich Insurance Co.
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Indeed, as a result of the firmer
pricing in the market, Zurich Spe-
cialties already has surpassed its
goal of writing 10% more in pre-

miums this year than last Mr.
Salvatore said.

Coverage submissions are up
substantially for every surplus
lines company surveyed by Busi-
ness Insurance.

"We've seen a pretty good spike
up in our submission ac:ivity
overall over the last four or five
months, well beyond what rie an-
ticipated," said Gerry Albanese,

chief underwriting officer at
Evanston Insurance o in
Evanston, Ill. "In the month of
May alone, our submission autiv.-
ty was up about 30%.'

At Farmington Hills, Mich.-
based managing general agent
Burns & Wilcox Ltd., submissions

are up even more-approximately
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75 % for the year, according to
Steve Allen, executive vp,

"They're definitely shopping the
market,"” said Mr. Allen, who
added that the company's writ-
ings also have climbed more than
20% over last yoqr.

Tim Pedersen, president of
Chicago-based wholesaler Travis-
Pedersen & Associates Inc., of-
fered a more cautious assessment
of market conditions.

"We're seeing a firming or
jelling, but I think it would be
premature to call it =
turnaround,” said Mr. Pedersen,
who also is president of the Na-
tional Assn. of Surplus Lines Of-
fices Ltd.

"We're seeing standard markets
either hold the line or seek rate
increases on renewal, and this
forces the broker to shop around,”
he said. Mr. Pedersen noted, how-
ever, that there are still some
standard markets capturing cov-
erage that traditionally would be
placed in the surplus lines market.

R. Max Williamson, president of
Scottsdale

Insurance Co. in
Scottsdale, Ariz., also was eau-
tiously optimistic.

"This is not a hard market, just
a firming," Mr. Williamson said.
"It's an upward trend, and | like
it

Perhaps the most striking
change this renewal season has
been seen in the property market,
particularly for risks with catas-
trophe exposures, such as coastal
windstorms or earthquakes, or for
those with poor loss experience.

"The property business has got-
ten pretty hard,” said Bob
Greenebaum, president of Chica-
go-based wholesaler Insurance
Brokers Service Inc. "It's charac-
terized by increasing rates and re-
strictions in capacity.”

"We're definitely seeing some
changes," said Chris A. Brown,
president of Los Angeles-based
Brown & Riding Insurance Ser-
vices Inc. For example, he said,
"fire rates are up about 10%."

Property rates for apartment
buildings in the Midwest and on
the East Coast also are up be-
tween 15% and 20%, according to
Burns & Wilcox's Mr. Allen.

The property insurance market
also is hardening for hotels, ac-
cording to Marcus Payne, presi-
dent and chief operating officer of
Crump Insurance Services Inc. in
Dallas, a unit of Marsh & MelLen-
nan Cos. Inc.

"In the commercial property
area, we're seeing the opportunity
for modest rate hikes, in the
neighborhood of 5% to 9%," said

Mr. Williamson of Scottsdale.

"Many of the risks are coming
back that were with us and then
went away for a couple of years,"
due to soft pricing in the admitted
market, he said.

As for coastal property and oth-
er catastrophe-exposed risks,
such as California earthquake,
rates are up anywhere from 15%
to 25% compared with a year ago,
he said.

"Reinsurers are trying to raise
catastrophe coverage prices 10%
to 15%, so this is affecting cat
cover prices,"” Mr. Williamson ex-
plained. "We're passing this cost
on to the best of our ability."

Reinsurers also are trying to re-
duce their catastrophe exposures
in general, he said.

"The (property) values have in-
creased so dramatically in the
past couple of years that reinsur-
ers are saying, 'No, my exposure

See Surplus on page 14



O YOU STILL THINK AN EMPLOYMENT
S practices suit can't touch your
company? In the past six years, the
number of sexual harassment charges has

doubled. The number of discrimination

charges has climbed over 4-1%.And the rev-
enues lost in courtroom battles have soared

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

We understand what others don't.

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

At Lexington Insurance Company, we know
the latest arsenal of employee discrimination
suits better than anyone. The reason we
understand more is that we have one of the
industry's largest client bases, giving us a
broader view of the trends as they develop.

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

has a loving

wife,three

great kids,
and no logical

explanation

for what he's

about to de.

AsS an insurance

company, we've

uncovered an idea
some CEOs would

rather overlook:
consensual or not, it

can be a costly affair.

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

We can cover what others won't.

Its no surprise we were among the first
to provide employment practices protection.
Or that our integrated risk management
package provides employment practices
audits, a toll-free hotline and free seminars.
To look into protecting your company, call
the company rated A++ by A.M. Best and
AAA by Standard & Poor's, at 617-772-4586.

LEXINGTON INSURANCE COMPANY PIONEERS IN REVOLUTIONARY PROTECTION
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Continued from page 12

base is high enough,’' and are
declining to provide reinsurance
for many catastrophe risks,"Mr.
Williamson said.

At the same time that property
rates are climbing, insurers are
asking policyholders to assume
larger deductibles.

For example, Florida's wind-
storm deductibles are about 2 % to
5% larger, according to Crump's
Mr. Payne.

And, "in DIC, there have been
attempts by the major players to

reduce limits and increase de-

ductibles," resulting in an overall
capacity reduction in difference-
in-conditions insurance policies
of, on average, about 15%, said
Mr. Brown.

Some casualty lines also are
tightening.

"Our professional liability lines
are seeing firming almost across
the board," said Zurich's Mr. Sal-
vatore, adding that, in some casu-
alty lines, "the rate of increase is
getting larger with each passing
month."

"As the different markets recog-
nize that we need increases and

that takes hold, the rates are
creeping up,”" he said.

"Specialty commercial auto (li-
ability), such as for sand and
gravel haulers, is perhaps the
firmest of all” the lines Scottsdale
writes, said Mr. Williamson. Rates
for this line of transportation cov-
erage are up between 10% and
30 %, he said.

"There also are changes in the
context of medical business," said
Evanston's Mr. Albanese. "If you

look at physicians' business the
sense is that the pricing is going
up. | think it's always related to
losses. Severity seems to be going

Wilcox, who said that pricing for
these facilities' professional lia-
bility coverage previously varied
but is definitely firming.

'Our professional liability lines are seeing

firming almost across the board,’ says Bryan
Salvatore. In some, 'the rate of increase is

getting larger with each passing month.'

upi”

In particular, "we've seen a lot
of activity on nursing homes this
past year, especially in the last six
months," he said.

"lI've got branches calling in
asking for markets for nursing
homes," said Mr. Allen of Burns &

... is only part of the picture.

For over forty years, we've been committed to our clients' success.

That means making time to listen, providing technical solutions and offering

service that actually feels like service.We're making the right decisions -

however difficult they are. It's always been our approach.

To know more call. We're listening.

One nursing home insured
through Burns & Wilcox was
forced to pay $3 million to renew
its liability coverage that cost just
$500,000 last year-a 600% in-
crease-because of its poor loss
experience, Mr. Allen reported.

Mr. Pedersen said his brokerage

CNA RE

phone: 1-800-200-1546 www.cnhare.com

also had trouble placing liability
coverage for a Midwestern nurs-
ing home with adverse loss expe-
rience.

"We had a renewal coming up,
but the (insurer) said it was with-
drawing from the business. It ex-
tended the policy for 60 days
while we tried to find a new carri-
er, but before we could bind the
coverage, the new insurer de-

clined the business. So we had to

go to a third company,” he re-
counted.

"The insured ended up taking
the third quote, which was 30%
higher than the prior year," Mr.
Pedersen said.

"Nursing home lines have got-
ten very difficult,” agreed Mr.
Greenebaum of IBS. "In certain
states, like Florida, there was a
pretty aggressive plaintiffs bar,
which has pushed through a num-
ber of patient's rights bills that
resulted in pretty large awards.
When the claims are larger and
the premiums are not, the insur-
ance companies don't fare very
well.™

Another tough line of business,
perhaps as a result of volatility in
the stock market, is directors and
officers liability coverage for
high-technology companies
launching initial public offerings,
according to Brown & Riding's
Mr. Brown.

"It's a pretty tough market,"” he
said. "There's also a big reduction
in capacity.”

Some product liability business
also is starting to seep back into
the surplus lines market, accord-
ing to Evanston's Mr. Albanese.

"l think it's a change in the oth-
er companies who are re-under-
writing their book of products
business. We're seeing accounts

come back to the excess/surplus
lines market that have been can-

celed out of a standard market-
place," he said.

Umbrella and excess liability
pricing also is firming, as losses
begin to penetrate the higher lay-
ers of coverage, according to
Brown & Riding's Mr. Brown.
"The primary carriers already
have absorbed the losses, so now
they're hitting the excess layers,"
he said.

Despite tightening in some lia-
bility lines, employment practices
liability insurance is still being
priced competitively. This is good
news for buyers, who seem to be
more interested in this line of cov-
erage than they've been in the
past, industry observers say.

"There's more availability in
employment practice liability
than last year because there are
more buyers," said Mr. Albanese,
who estimates that interest is up
about 20% compared with four
years ago, when many EPL cover-
ages were first introduced.

"It's a product reaching down to
any size firm. It's been an educa-
tion process to not only to educate
producers, but also customers

about where their exposures lie
and how to best take care of
them," he said.

At least one line of coverage is
getting mixed reviews, depending
on who is asked.

Pricing for California contrac-
tors liability is still competitive,
with declining rates, according to
Mr. Brown of Brown & Riding.

But Alan Kaufman, chairman of
Burns & Wilcox, said that con-
tractors liability coverage "is
hardening throughout the West"
as a result of the California
Supreme Court's 1995 Montrose
decision, which set a continuous
trigger to pollution liability poli-
cies that also has been applied to
construction defect claims. 81
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In London, most rates appear to have bottomed out

By EDWIN UNSWORTH
and SARAH VEYSEY

uyers of insurance have
enjoved the low pcint in

the current undernting K

cycle and are oeginning
to see to,igher terms and
conditions from London
underwriters, with the prospect of
even-stiffer terms to come
A year ago, overcapacity, ram-
pant competition and mul:iyear
deals combined to keep London

MIDYEAR

MARKET REPORT

LONDON
LOJARKETS

market property/casualty rates at tam to rise further

their lowest point in years out

The ability of direct inderwrit-

ngness to provide capacit> to the seeing some heartening rate in- difficulties, Mr Yates said
lirect market-who now take a creases for reinsurance and for In June, FPK released a study
firmer line on rates and terms as some of the bigger risks we under- on the global reinsurance indus-
:heir own capacity consolidates write " For some classes, Mr His- try, saying that signs of an upturn 1
Q ientin Heaney, London-based co c said, :he increases are 20% to were detectable in the 2000 re-
nternational development direc- 3036 newals Still, the study noted that
Bob Yates, head 01 the insur- rates, having fallen since 1994, are
tlexander Forbes Ltd said anze team at the London invest- now only slightly above the lows
"Reinsurance rates are nsing Infnt banl- Fox-Pitt, Kelton of 1989 and 1990
quite significantly There 13, gen- Group, a unit of Swiss Reinsur-
erally, a lag between reins irance arce Co, said, "We telieve that, ratings at Standard & Poor's
and what you might describe as although the reinsurance industry Corp in London, said reinsurance
retail rates, and if reinsurance is Still not oit of the woods, there rate increases are being held back
rates are rising, then undervnters are irdicaticns of recovery " this year by the large number of
are going to have tc put up their While the reinsurance sector multiyear policies, which are not
rates :t some stage to follov, sti_1 has substantial overcapacity, due to expire until year end De-
Robert Hiscox, chairman of His- consolidaticn has been taking spite this, some reinsurance sec-

:or for the South African oroker

Rob Jones, director of insurance ,

London market participants now ers to introduce stiffer terms has cox PLC,a leading property/=a- place, and further con-raction can tors are seeing rate increases, no-
say that rates are definitely oSf the been helped by reinsurers-criti- sualty underwriting agercy at be expected becaise many tably retrocession and excess of 1
bottom in most lines and are cer- cized in the past foi an over-will- Lloyd s of London, said, ' We're marginal players are experiencing loss, and some territories that |
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have been affected by recent loss-
es, such as the Caribbean, France
and Denmark, also are seeing in-
creases

As multiyear policies expire,
rates should rise further in 2001,
Mr Jones said

"There are indications that the

A market is turning, but how quick-
P ly it will turn is another matter,
said Robert Smith, senior analyst
with Moody's Investors Service in
D - A - London

In June, Hannover Reinsurance
Co Chief Executive Officer Wil-
helm Zeller said that, in property

P and casualty reinsurance, "rock
bottom has at least been reached "

He noted that favorable indica-
tions are particularly discernible
in the London, U S and Latin
Amencan markets
Colin Bird, CEO of Besso Ltd, a
Lloyd's broker with a heavy con-
centration in North American
risks, said, "There's no doubt
rates have bottomed out | don't
think anyone's seen any malor de-
. creases in any rates
ar - - Mr Bird, like many others in
the market, stressed that the in-
creases are patchy "There is a
definite move upwards in Ameri-
can property rates anywhere
between 10% and 25% There is a
move upwards in directors and of-
ficers liability rates, certainly be-
tween 10% and 40% And (within
D&O0), it depends on the class of
business
R - - S The largest D&O rate increases
are for those working in the high-
tech industry, where the recent
- - volatility of share prices has gen-
erated considerable uncertainty,
Mr Bird said
He explained that the general
upward rate trend IS inevitable
o o "There's no profit in the business,
and people have seen that they've
lost too much money and they
- - - can't continue, Mr Bird said
" Some companies, particularly in
America, have taken a real ham-
- = mering in the last couple of years,
(and) there's only so long that
companies can live off investment
income -
There is, however, a downside
- to a rising market after so many
years of price declines, Mr Bird
said "There's no doubt that there
is a perception in the marketplace
that many of the brokers-1 mean
individuals-because this soft
market has gone on for so long,
have never seen a hard rnarket
and so won't know how to react to
it There IS a feeling that, for the
*q past few years, people have been
order-takers and not brokers "
f Mr Heaney of Alexander
m 09/.u r/m m, d/- Forbes Concu:i that the market
rise is not uniform
e Certain classes have "undoubt-
4 edly bottomed out," some are see-

. ing price rises, and rates in other
See London on page 20
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There's nothing like a nice mild
winter to cool an energy company's
income. Which is why one of
America's largest suppliers of natural
gas asked Stuart Mercer how to

insulate revenues from the effects of

abnormally warm winters.

Stuart and his téam combined the
best from insurance and the capital
markets to devise a groundbreaking
insurance structure that protects the
company from the downside of

weather's ups and downs.
Applied ingenuity to keep your

revenues following your forecasts

whatever the weather.
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classes continue to drop. "But, as
a generalization, it is fair to say
that rates have stabilized,” he
said.

Ken Carter, CEO of Jardine
Lloyd Thompson Group PLC.,
expressed a slightly more positive
view. Asked if he sees signs that
the market is turning from last
year's low levels, Mr. Carter said,
"It is very sporadic, and it doesn't

.have a real pattern other than
the fact that, nowadays, if you re-
new a client's policy and it has
had a bad claims experience, you
will find the market in all areas is
much harder.”

There also is evidence Ula. Lon-
don is still seen by many around
the world as a place to do busi-

ness, and Lloyd's has not lost its
astractiveness despite its prob-
Ic ms in the 19905. Observers note
that 12 new syndicates have been
formed at Lloyd's this year. many
of them of foreign parentage.

The mcst rezen: of these is
Broadgate Underwriting Ltd., a
corporate vehicle that was due to
start operations this month.
Owned by Sorema S.A., the rein-
surance subsidiary of the French
insurance giant Groupama-SAN
S A., and by Chaucer Syndirates
Ltd., Broadgate will take over
most of Groupama's existing Lon-
don market internarional proper-
ty/casualty and :reaty business.

Sorema Chairman Alexis Ruset
has expressed confidence in the

London market.

"We believe that the Lloyd's en-

vironment will best suit our

strategic objectives of diversifica-

alternative
market

corporate accounts

Commonwealth Risk

Empowering producers, associations

and corporate insureds to...

Access Control

Gain greater control of your financial

destiny with loss-sensitive programs.

Access Profits

Participate in risk/reward opportunities

such as the return of underwriting profit

and investment income.

Pt RRATITE host innovative

insurance structures from leading

tior. and development of specialist
lines of business. The London
market is an extremely important
cenler for internaticnal business,"”
Mr. Ruset said.

'What we are seeing is,
in certain pockets, there
are significant rate
increases,' says Patrick
Gage of Groupama.

Regarding the state of the mar-
ket. Patrick Gage, head of city
and commercial lines fer Groupa-
ma Insurances in London, said,
'We are seeing quite meaningful
hardening of rates in some areas
of the world on facultative prop-

er.y business, as local markets
suffer results of underpricing. On
the treaty side. we are seeing
meaningful increases of rates on
the risk expense program and,
certainly, catastrophe programs
where they have been affected by
the losses last year. There is a def-
in__te contraction of capacity in
certain areas, and the law of sup-
ply and demand comes into effect,
and we can start pricing risks at a
more sensible level.”

The trend at Lloyd's has been
toward consolidation among the
syndicates, motivated in part by a
desire to profit from increased
size. Still, the overall number of
pr)perty/casualty insurance syn-
dicates is increasing, and Lloyd's
continues to be popular both for
investment and the placement of

risks.

Lloyd's "remains an attractive

experience

specialty

programs

stability

CommonwealthRiski

An MRM C inipany

Your Access to the Alternative Market

Cal 1.800.4743330 www.AccesslARM.com

place for insurance companies to
do business; that is why they are
putting their money there," said

Kevin Willis, an insurance spe-
cialist with Standard & Poor's in

London.

In June, S&P, which rates the
Lloyd's market A+, released its
Lloyd's Syndicate Performance
Measure 2000 Service, which en-
ables policyholders and advisers
to the Lloyd's market to compare
the performance of individual
Lloyd's syndicates relative to one
another.

It expressed the view that "the
Lloyd's insurance market will
maintain its pivotal role as a cen-
ter for insurance expertise."

The desire among foreign insur-
ers to invest in Lloyd's, and
among units within the Lloyd's
market to consolidate, is well
demonstrated by the recent
takeover battle for Limit P.L.C.

Both Wellington Underwriting
Group P.L.C., another integrated
vehicle at Lloyd's, and the Aus-
tralian insurer QBE Insurance
Group Ltd. made bids to acquire
Limit. Wellington sought to create
one of the largest investment ve-
hicles at |,loyd'ss, and QBE want-
ed to gain a stronger foothold in
the Lloyd's market. In a surpris-
ing move last Wednesday, Limit,
whose board has promoted the
merger with Wellington, an-
nounced it would accept QBE's
latest offer.

Speaking before the merger an-
nouncement, Jonathan Agnew,
Limit's CEO, said he believes the
market generally is turning up-
ward. "In most classes of reinsur-
ance. . .there have been some very
big increases, some much less,
some of 50% and some of 5%. In
property, it is starting to come
through, and in motor. There are
some other areas where there is
little sign of upward movement,
but | think all sections of the mar-
ket have bottomed out now,"” he
said.

The London unit of Salomon
Smith Barney Inc., in the June
edition of its Global Insurance
Monthly, praised QBE's interest
in Limit, "given the clear evidence
now that the U.K. insurance cycle
has bottomed for many lines of
business.”

Groupama's Mr. Gage was reti-
cent about indicating the level of
rate increases. He said, "At the
moment, it is not wholesale, so we
could not put a percentage in-
crease on rates. What we are see-
ing is, in certain pockets, there are
significant rate increases. It is dif-
ficult to put a rate monitoring fig-
ure on a facultative account, for
example, because some areas are
hardly moving at all."”

Mr. Gage did say, however, that
he expects to see 15% rate in-
creases in facultative business by
the end of the year, "and then, as
the market moves into 2001, 1|
think more bad news will start fil-
tering through, and it should con-
tinue.”

London aviation rates are also
on the increase.

David Whiter, senior class un-
derwriter for aviation at the
Brockbank Group at Lloyd's, said
aviation rates in London "have
been rising more or less since
April."

Major airlines tend to renew
their accounts in the final quarter
of the year, and, because of their
purchasing power, that is a diffi-
cult time for underwriters to im-
pose tougher rates and conditions.
But smaller accounts are being
placed and renewed in the spring,
and it is with these that aviation
underwriters have been able to

See London on page 22
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What's in a name? Depends on what's behind it

By JOANNE WOJCIK

ance agents

and brokers

struggle to

brand them-

selves in

today's competitive market, cus-

tomers may be more interested in

what agents and brokers do for

them than what they call them-
selves.

"It's not about price and prod-

uct in this market; it's about

brand identity, or reputation,
and the services provided by an
agency," says Jack Burke, presi-
dent of Sound Marketing Inc. in
Thousand Oaks, Calif.

An agency with a good brand
identity will have "the ability to
gain top-of-mind position within
its marketplace," he said.

"A name is something that cre-
ates an impression, conjures up
an image," explains Kimberly Pa-
terson, president of Creative In-
surance Marketing in Red Bank,
NJ.

As such, coming up with an apt
moniker "begins with quantify-
ing who is your customer and
what is your promise to that cus-
tomer. Once you have a clear
image of what that is, then you
work on finding something to
represent that image," she said.

For example, Willis contacted
its risk manager customer base
before deciding on a name
change. And Aon's name is a

Gaelic word that means "one-

ness."”

By contrast, Acordia is a made-

up name, chosen primarily be-
cause of its early position in the
phone directory, according to
Charles Ruoff, senior vp of Chica-
go-based Acordia.

All - three  carne up with
"straplines" that reflect their
brand identities in the market-
place: Willis is "the risk practice,”
while Aon "insures your vision,"
and Acordia is "America's Local
insurance broker.”

While the largest insurance
brokers have the resources to de-

velop catchy names and slogans,

LU LULU.pe ace-of-mind-for-your-coil ector-clients.com

luwuu.expeditious-and-knowledgeable-claims-handling.com

uu u, uu.hou-to-protect-and-preserue -a-collection.com

Luu; uu. couera ge-tailore d-t O-meet-Your-client's-needs.com

luu,lu.all-brokers-welcome.com

(or click bere)

Nordstern
ART

collectors preserve culture. we insure it.

The AXA Nordstem Art Insurance Corporation is solely responsible for its own obligations.

MARKEIING STRATEGIES

such is not usually the case for

smaller agents and brokers.
That doesn't mean it can't be

done.

Mr. Burke recommends that
agents and brokers simply define
themselves as their customers do.

"Most agencies don't know
what they are. They tend to try to
be all things to all people-even
those who claim to be'niching ™
he said.

He suggests the following exer-
cise: The owner or management
of the agency or brokerage, its
employees and its customers
should all define the agency sepa-
rately-in writing. They should
answer the question, "What does
this agency stand for?"

Owners shouldn't be surprised
if different answers emerge, Mr.
Burke warns.

Interestingly, when the Inde-
pendent Insurance Agents of
America Inc. conducted a similar
survey of its members and their
customers, it found that sort of
difference of opinion. Insurance
consumers prize services that
agents don't regard as highly.

For example, 87% of con-
sumers responding to the IIAA
survey said they rated round-the-
clock customer service as impor-
tant, while just 34% of agents
did.

In addition, although indepen-
dent agents often use the Big |
logo in their advertising and mar-
keting materials, consumers can-
not distinguish between indepen-
dent agents and captive agents,
and many do not even distin-
guish between agents and insur-
ance companies, the survey
found.

Mercury Insurance Co. is a
good example of this, Mr. Burke
pointed out.

"Although Mercury agents usu-
ally advertise by price, if you talk
to a Mercury consumer and ask
why they bought that company's
insurance, they'll say 'l get an
agent with Mercury, he said.

"It's an interesting dichotomy"
that agents and brokers should
take into consideration when cre-
ating their individual brand iden-
tities, advises Tim Cunningham,
principal of Insight Management
Consultants in Chicago.

"Today, the insurance product
is a commodity, so the consumer
doesn't perceive any difference in
coverage whether they're insured
by GEICO or Chubb. To them,

See Brand on page 20D
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it’s just an aut> policy,” he said.
“If there isn’t a focus on customer
needs, then tke fear of low-cost
providers taking the business is
going to come ~rue.”

But even if an agency is success-
ful in defining itself and gaining
name recognition in the market-
place, it also should make sure
that every part >f the organization
consistently reflects that brand
identity—from the look of the of-
fice stationery :o the way the re-
ceptionist answers the telephone,
experts say.

“A brand is the sum total of the
clients’ experience of dealing with
an organization,” said Ms. Pater-
son. “Those ccmpanies successful
in branding heve total alignment
in all lines of business. Everyone
has to work together as a team.”

“It’s providing a service level be-
yond the sales drocess,” according
to Mr. Cunningham.

“If you brand yourself as a
friendly adviser of risk manage-
ment services for business, it goes
all the way from the look of your
letterhead to the way you conduct
your business—even the tonal
quality of the person answering
the phone,” Mr. Burke concurred.
“You have to d2monstrate you are

what you claim tc be.”

For example, “if you re an agent
in tornado alley, you could keep
your storeroom stocked with blan-
kets, batteries, flashdights. transis-

‘The best focus Jroup
I know of is the agency
head taking his oest
customer to lunch.’
— Jack Burke

tor radios to distribute after a tor-
nado strikes,” Mr. Burke
suggested. “That tells me I've got
an insurance agent who cares for

me, not just the premium [ pay.”

Likewise, an agency seeking to
build a reputation of prcviding
personalized service should have a
live receptionist answe- the
phones instead of using a comput-
erized voice-mail system.

Unfortunately, egos ofter. stand
in the way of successful branding,
with names sounding more like
law firms than insurance brokers
after a series of mergers or acquisi-
tions, experts point out.

“So many agencies are amalga-
mations, naming as many people
as possible so as to not damage
their egos, rather than establish-
ing a brand identity,” Ms. Pater-
son observed.

- More and more agents and clients are seeing ¢

readyknow us for expert underwriting

- Creative solutions. Fast response. The flexibility to meet special bonding requirements.

NA Surety in this light.

s

: g, financial stability and the broadest
array o'fb'tn; ing products in the industry. Get to know us for what we can do for you.
Tell us what you need. Challenge us.

CNA surery

www.cnasurety.com

CHA is & registered service mark and trade
narae of CNA Financial Corporation.

After a merger or acquisition,
“smaller brokers, unlike the alpha-
bet houses, can't afford to spend a
lot of money announcing a name
change,” Mr. Burke pointed out.
“In some cases, it may be better to
keep the existing name because
the recognition is already there,
and focus on building reputa-
tion.”

For example, Willis—formerly
Willis Corroon Group P.L.C.—set
a $5 million budget for develop-
ing a new brand name, imple-
menting the change by reprinting
business cards, making new signs
and purchasing advertising space
to announce the change to the
public.

Some of the development
money went into focus groups
and telephone interviews with its
risk manager customers in both
the United States and the United
Kingdom, according to Kevin
Gwin, Willis' director of North
American communications, who
is based in Nashville, Tenn.

In the end, “we went with what
the marketplace already knows us
by,” he said. It's the first name in
the string of names that reflected
the broker's numerous acquisi-
tions.

But branding doesn’t always
have to be expensive or involve a
lot of research, such as the use of
focus groups.

“The best focus group | know of
is the agency head taking his best
customer out to lunch. It costs a
lot less, and it's less formal,” said
Mr. Burke.

“And only three questions need
to be asked in that luncheon
meeting: ‘What do you like about
us?’ ‘What could cost us your
business?’ and ‘What do you need
us to be doing down the road to
walk hand in hand in your fu-
ture?” "

These open-ended questions
can provide much more informa-
tion than can the multiple-choice
questions usually found on sur-
veys, Mr. Burke said.

Despite its size, Aon, the world’s
second-largest insurance broker,
didn’t spend a lot of money com-
ing up with its name, according to
Jeff Jacobs, senior vp of brand de-
velopment in Chicago.

“Having Pat Ryan’s vision to
start with made it easy,” Mr. Ja-
cobs said, referring to the compa-
ny’s founder and current chair-
man and chief executive officer.

Mr. Ryan’s vision was that the
company provide integrated solu-
tions, working together. To repre-
sent this idea, Mr. Ryan chose the
name “Aon,” a Gaelic word mean-
ing “oneness.” The name also re-
flected his Irish heritage.

But even though the name
“Aon"” has some significance,
“there are still people who ask,
‘What’s an aon?’ "’ Mr. Jacobs said.

That's precisely why every
brand name should also have a
brand identity, according to Mr.
Burke.

“Once you determine who you
are, you have to review all aspects
of your business to ensure a con-
sistent message is being deliv-
ered,” he said.
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Fair

Continued from page 20l

bridge, over the Royal Gorge, 10-
cated just outside Canon City,
Colo.; and on the nearby Pikes
Peak Cog Railway, which took
some attendees to the top of
Pikes Peak.

The two-day event was an
open forum where independent
agents could communicate di-
rectly with the niche specialty
insurance operations that com-
prise AMO and ASG.

"Given our sense of impor-
tance and value that indepen-
dent agents and brokers provide
our operations, we created a
forum so they'd have the oppor-
tunity to network with all of our
resources," said Larry Sorensen,
executive vp of AMO in Chicago.

The resource fair is intended "to
be an educational- and informa-
tional-type conference, with a
bit of marketing,” Mr. Sorensen
said.

AMO is Aon Group's 3-year-
old specialty underwriting unit
that comprises 22 managing

general
Media/Professional

agencies, including

Insurance
Agency Inc., Muirfield Under-
writers Ltd., K&K Insurance
Group Inc., SLE Worldwide Inc.
and Wexford Underwriting
Managers. Mr. Sorenson said
that 90% of AMO's premiums
come from independent agents
and brokers.

"We're very bullish on the in-
dependent agency business,"”
said Michael D. Rice, chairman
of ASG, during a news confer-
ence at the event. If the indepen-
dent agency system were to fail,
"we'd have 30 companies go out
of business,"” Mr. Rice said.

ASG, Aon's specialty insurance
and administrative services arm
houses several wholesale opera-
tions, including Sherwood Insur-
ance Services, Swett & Crawford
Group and Insurance Brokers

Service Inc.

Of ASG's premium volume,
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80% comes from independent
agents and brokers, Mr. Soren-
son said.

Since the resource fair, AMO,
which is led by Kenneth J.
LeStrange, has become a unit of
ASG. The move is a reflection of
Mr. LeStrange's recent appoint-
ment as chairman of Aon Risk
Services Cos. Inc. of the Americ-
as, Aon's retail brokerage opera-
tions, the company said.

In addition to strengthening
existing relationships and foster-
ing new ones, AMO also used
the occasion to launch two new
offerings.

Princeton, NJ.-based Spectrum
Captive Services is a new agency

captive services company that
coordinates the design, sales and
management of alternative risk
programs using various Aon-
owned or Aon-managed rent-a-
captives. In addition to targeting
large corporate clients, Spectrum
targets independent agents and
those MGAs that want to share
in the profits of their preferred
books of business by forming
captives.

agency Spectrum,

which currently has three affili-
ated rent-a-captives-two in
Berrnuda and one in the Cay-

Inan Islands-can

arrange
fronting, reinsurance, claims
handling, underwriting and

technical support.

Business Insurance, July 3,2000 / 20K

Also during the resource fair,
AMO showcased its new compre-
hensive insurance Internet por-
tal, dubbed Specialty Insurance
Risk.net, which gives agents ac-
cess to more than 300 specialty
insurance coverages and pro-
grams offered through AMO's

managing general agencies. In
addition to the searchable
database, there are also links to
industry trade publications,
breaking news about product de-
velopment and trends in the
specialty insurance markets,
and online discussion forums
and bulletin boards. More infor-
mation is available at www.

sirisk.net. Eli

Insurance ®

- SERVICES -

REPRINT SERVICES

B/'s Reprint Department can pro-
vide reprints, in quantities of 100 or
more, of any article appearing in
the weekly newsmagazine. Legal
permission, complying with U.S.
copyright laws, also can be provid-
ed to companies wishing to reprint
on their own, material appearing in
the newsmagazine. For informa-
tion, call or fax:

312/649-5319
Fax: 312/280-3174

Okay. You've already got all the markets you need. They know you. You know them. They're

doing thejob. But is "doing business as usual” doing4n some new business and renewal opportunities?

It could be. Especially if your prospects include construction, motel or real estate clients. The fact

is, if you're still using your "usual" carriers for their umbrellas, your new business proposal isn't every-

thing it could be. That's because our Umbrella Purchasing Groups give agents buying power youjust

can't get from your everyday markets. Buying power that translates to double or triple the prospect's

coverage for less than they're spending now - all with the security of markets rated A- or betten So

don't let old habits be the death of your next sale. Call Carla Vel today.

D

THE DISTINGUISHED PROGRAMS GROUP

6 E. 43rd St., New York, NY 10017 - 888-3554626 - email: cvel@distinguished.com
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UNLEVELTHE PLAYING FIELD.

Looking for a way to gain a strategic advan-
tage in today's complex, competitive business
environment? Consider earning the prestigious
Chartered Property Casualty Underwriter
(CPCU®) designation from theAmerican Insti-
tute for CPCU.

CPCUs have a competitive advantage. They
are proven high-achievers. They have the confi-
dence that comes from meeting high ethical
and educational standards. And their achieve-
ment is recognized by colleagues, customers, and
employers.

Employers seek employees who have a proven
ability to create and sustain a high-performance,
winning organization. CPCUs have acquired
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AMERICAN INSTITUTE FOR CPCU
INSURANCE INSTITUTE OF AMERICA

Phone: (800) 644-2101
Fax: (610) 640-9576
E-mail: cserv@cpcuiia.org
Website: www.aicpcu.org

insurance-specific technical knowledge and skills
and are the type of motivated, results-oriented
performers employers seek-and promote.
CPCUs have another competitive advantage
in the insurance and financial services business:
membership in the CPCU Society. With nearly
30,000 members, the CPCU Society provides
access to a network of other insurance profes-
sionals and continuing education opportunities

in critical career areas.

Make a decisive move to «unlevel the playing
field.» Contact the American Institute for CPCU
today to find out how to gain a competitive
edge by earning the CPCU professional insur-
ance designation.
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Agent/Broker Topics

A/ST Briefs

BB&T acquisition

RALEIGH, N.C.-BB&T _nsurance
Services Inc. is expandhig its Georgia
operations with the acquisition of
Pruden Risk Management Inc.,
which has offices in A-pharetta,
Chatsworth and Dalton, Georgia.

The transaction is expected to be
complete in August. Terms were not
disdosed.

Raleigh, N.C.-based BB&T, a sub-
sidiary of Branch Banking & Trust
Co., ranked as the 12th-laigest bro-
ker of U.S. business in 1999, based
on $80.7 mmon in U.S brokerage
revenue, according to Business Inst,r-
ands annual broker rankings.

InsuranceNoodle

CHICAGO-New insurance e-

broker InsuranceNoodle.com re-

cently announced that The Hart-
ford Financial Services Group.
American International Goup Inc.
and CNA Surety Corp. will be offer-
ing a full range of commercial in-
surance products for small-business
owners via its Web site.

Chicago-based InsuraneNoodle
has contracts pending wirh three
other top 10 commercial insurers
and a number of specialty -nsurers,
the company said. It expects to
launch its site in late July.

The Web site will provide com-
plete online solutions to small-busi-
ness owners and access to tailored
insurance coverage. Commercial in-
surance products sold via the site
indude business owner iolicies,
workers compensation, com_madal
automobile, umbrella, surety and
other specialized products.

In a statement, Richard b,fadock,
co-founder and president cf Insur-
anceNoodle.com said, "Smill-busi-
ness owners will be able to access
the site directly or through partner-
ships with professional anc indus-
try associations, financial institu-
tions and traditional insurance
agendes."

"By teaming with partners who
have built strong relationsnips in
the small-business community, In-
suranceNoodle.com will provide a
valuable addition to existing service
offerings,’ Mr. Madock said.

Herndon award

WASHINGTON-The Indepen-
dent Insurance Agents of America
Inc. and the Professional Indepen-
dent Insurance Agents of lllinois re-
cently presented its Maurice G.
Herndon National Legislative Award
to the Independent Insurance Ag-

ents of Louisiana.
The Herndon Award is bestowed
annually upon the state association

whose legislative achievements on
behalf of the I[AA and its members

have been deemed most outstand-
ing.

The laisiana assodation was
honored for its lobbying efforts in
the state dgislature; its successful
work with Insurance Commissioner
James H. Brown; its members' high
rate of partidpation in the state's

and IIAA's government affairs pro-
grams; and its commitment to the

III\A's political action committee, In-

surrac.

In addition to the louisiana IIAA

chapter, Mike Thompson, 1999
chairman of the Independent Insur-
ance Agents of Arkansas' InsurPac
fundraising efforts; and Randy Alli-
son, the Arkansas state assodation
past president, were jointly awarded
the Bernard J. Bums Award for out-
standing fundraising work in their
state.

The Bums Award is presented an-
nually by the Independent Insur-
ance Agents of Connecticut.

The IIAA also honored L. Scott
Stanford, the 1999 New Jersey Insur-
Pac chairman, with the InsurPac
Young Agent Recognition Award.
The award is presented annually to
the agent who has made the greatest

overall contribution and has exhibit-
ed the most dedication to InsurPac
fundraising and increasing the in-
volvement of young agents in the
IIAA's government affairs endeavors.

The awards were presented at the
IIAA's 24th annual National Legisla-
tive Conference, held recently in
Washington.

Scheduling system

SAN MATEO, Calif.-Xtime, a
San Mateo, Calif.-based electronic
appointment and reservation tech-
nology company, recently an-

nounced a free Web-based sched-

uling system for small and

medium-sized businesses.

The system, Xtime Scheduler 1.0,
allows small businesses such as in-
surance agencies to service clients,
accept new appointments, confirm
appointments via e-mail, build cus-
tomer profiles and check their ap-
pointment books using a Web
browser.

For more information, see the

Xtime Web site, at www.xtime. com.

BrokersPortal

WRENTHAM, Mass.-StarNex
Inc., an insurance technology ser-
vice company, recently launched
BrokersPortal.com, an electronic
marketplace that connects insur-
ance providers, brokers and other
vendors.

"The role of the independent in-
surance broker is being challenged,
largely by technology, and we're
here to provide technological solu-
tions that will preserve the valuable
role the broker plays,' said John
Unipan, president and chief execu-
tive officer of StarNex, based in
Wrentham, Mass., in a press release.

With both online and offline ap-
plications, BrokersPortal eliminates
redundant paper processing when
quoting or distributing insurance
products, the company explained
in the release.

StarNex is concentrating its initial
sales and marketing efforts on em-
ployee benefit brokers. It has the
ability to process both small and
large employee benefit plan re-
guests for proposals. In the future,
Star Nex will expand its offerings
into other insurance lines, includ-
ing specialty commerdal proper-
ty/casualty insurance. =1
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implement increases of up to 10%
to 15%, Mr. Whiter said.

This, hcwever, represents an in-
crease frcm very weak levels, he
sail.

Mr. Wh:ter added that total pre-
miums being collected previously
by aviation underwriters were suf-
fic:ent to cover only about half of
their claims- Even with rate in-
creases, total premiums are suffi-
dent to meet only about 55% of
claims

Mr. Whiter is confident, however,
thst aviation rates in the London
market are set to rise further. He
compared the current state of the
market to that of the spring of 1991,
when rates were recovering from a
very deep trough. That spring, rates

increased by around 10% to 15%,
and by the end of the ypar, they had
doubled. While Mr. Whiter would
not go so far as tc say the same will
happen this time around, he pre-
dicted "we are going to have a very
big reaction at some stage. | would
not be surprised with 50% increas-
es to very clean accounts within 12
months.”

In the marine sector, rates remain

low and are, at best, cnly starting to
firm.

Mr. Hiscox said the London ma-
rine market is exhib. ting-"a de-
pressing lack of sense,"” with busi-
ness still being done below cost. He
said marine rates "have probably
leveled," but they are still unprof-
itable.

S&P recently said 01 the marine
market at Lloyd's tha: "only now,
in 2000, do we see any real signs of
rate hardening in :his key Lloyd's

market sector but the benefits will

b 2 slow in ariving in view of :he
p-evalence oi multiyBar policies
written within recent years."

One event ove.shalowing :he
Lloyd's markEt i. the Ja#ray us.
Lloyd's fraud trial, now being
heard in London. A ruling in the
case, in which the plaintiffs allege
they were duped into :oining loss-
making syndicate:,is expected in
the fall.

Dominic Skeet, associate director
a: S&P, said he found it hard to
predict the ramifications of Lloyd's
being found Builty of fraud. "It is
difficult to speculate to what extent
the Lloyd's brand wculd be tar-
mshed, but it is safe to say that
there would be- a dificult period for
Lloyd's to get cver " Mr. Skeet said.
'Lloyd's reputation will, to some
extent, be harmed regardless of the
/2]

outcome.”

It takes decades oF focused expertise, combined with the rare trait of flexibility to devise

the kind of innovative solutions necessary For mday's reinsurance programs. And we keep

oo

your programs m,ving swiftly toward their objectives because qou work directly with

decision makers, reinsurance professionals whc chart a smooth ¢ mirse around bureaucraric

waters. These are the resources you need to move business n the right direction.
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Product liability ra:es are flat,
while general liability for risks,
such as hotels, that have a public
service exposure are firming, sai;d
Mr. Betterley, whose clients re-
port annual sales of $25 million to
$100 million.

Mr. Betterley said that while
underwriters are trying not to im-
pose tougher terms and condi-
tions, many have "stiffened their
backs" on rates and are not nego-
tiating oil the amount of increases
they will accept. "When they say
20%, they want it-nor 10%."

The hotel client was given that
"take-it-or-leave-it"” ultimatum
from a general liability insurer, he

said.

Some underwriters were willing

—— b
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to negotiate rates during the re-
cent renewal, but insisted on a
rate hike of some measure, ac-
cording to Mr. Betterley. Those
insurers, he said, "negotiated be-
cause they came in higher than
they needed to be and rolled back
rates to make you feel good."

For example, one client-a
windstorm risk located in the

Southeast-faced a 15% rate hike
from its highly protected risk
property insurer. That client had
not seen a rate hike in 15 years,
Mr. Betterley noted. "We got it
down to a 10% increase.”

Hartz Group Inc. of Secaucus,
N.J., was hit with a 28% rate hike
on its property renewals, accord-
ing to Anita DiGiulio, director of
insurance and risk management.

The company suffered a $10
million loss two years ago and was
hit with a rate hike last year as
well, she noted.

The good news was that the re-
cent hike "was a little better than
we expected," based on warnings
from broker Marsh Inc., Ms.
DiGiulio said. Hartz was braced
for as much as a 45% increase.

The primary property market
was considerably tougher than the
excess market, Ms. DiGiulio said.
Rates for primary coverage were
up 35%, while excess rates in-
creased 15%, she said.

To hold down the primary cov-
erage rate increase, Ms. DiGiulio
added a second market to that
layer. The renewing insurer and
the second market now partici-
pate in the layer on a 50/50 quota-
share basis, she said.

At the same time, some policy-
holders faced the repercussions of
insurers modifying their risk port-
folios.

Mr. Betterley said the umbrella
liability insurer for a manufactur-
er with a fleet loss sought such a
large rate increase that the figure
is "not even worth printing.” In
that case, the insurer, which
wrote limits of $20 million excess
of a $5 million primary layer, -re-
ally wanted out and was doing it
by jacking up rates," he said.

"There has been a lot of moan-

ing and groaning from underwrit-
ers on how bad their fleet losses
have been,” Mr. Betterley said.
Policyholders with substantial
fleets saw rates rise 20% to 25%,
and those with small fleets were
handed increases of around 10%,
he said.

Michael Benishek, risk manager
for Pacific Tomato Growers in
Palmetto, Fla., and 33 other com-
panies under the ownership of
four individuals, said workers
comp costs for his companies' op-
erations in California spiked by
36% at his most recent renewal.

Still, he emphasized, the price
for the coverage is lower than it
has been in the recent past. "It's
still a deal, compared to what it
was five years ago," he said.

Two of the companies outside
California » renew their workers
comp coverages in August, and
Mr. Benishek said he doesn't fore-
see hikes on those risks, which are
large-deductible programs writ-
ten by Liberty Mutual Insurance
Co. "lI've had everybody come in
and quote. When they see what
I'm paying, they shake their heads
and walk away."

Other buyers are wondering
where the hard market is hiding.

"I haven't felt it," said Georges
Baleer, director of risk manage-
ment at Bowater Inc., a timber
products company in Bowater,
S.C. "Maybe it's because we went
to market and got competitive
bids. I'm very pleased.”

With a change of insurers,

See Buyers on net page
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comp and financial bond risks The Ms Dickinson said SunTrust is it was a surprise to me," Mr Koval- able for some risks
B u ye rS bank renewed excess layers with all comfortable making such commit- cik said Rates dropped more than Mr Betterley said one of his
expiring insurers except one Cov- ments "We hke long-term relation- 10% and rate cuts were obtained on clients got a rate cut on its EPL in-
Cont:nued from prev:ous page erage hnuts were renewed at expir- ships," she said, and the bank is an all three layers of coverage, he said surance at the last renewal In oth-
Bowater was able to score a 15% ing levels understanding buyer when an in- Last August, Mr Kovalcik budget- er cases, rates were flat for the cov-
drop in the cost of its casualty cov- The market "is hardenmg a little surer can justify a rate hike ed for a 3% "cost-of-hving" rate in- erage
erages at recent renewals, Mr Bal- bit," Ms Dickinson noted, but she "We don't want to see them shoot crease Renewing at a flat rate is hke get-
cer noted doesn't believe it w111 reach the In- themselves in the foot, we don't Because rates were low, Mr Ko- tmg a rate decrease, Mr Betterley
He declined to name the previous valcik said he increased Wendy's observed, because exposures build
insurer or the new one but said D&O limits by adding a fourth lay- up every year under the provision
"We were not very satisfied with , - er of coverage to the three-year pol- that extends coverage to the incep-
the service and the reorganization” We wanted to see if someone could offer icy And CO\?erage terms ;lllowption date of the claimg—made pohgy

of Bowater's insurer after It had Wendy's to reinstate its limits once for the risk

us a better service package. And, lo and

gone through a merger "We want- in the second or third pohcy year at Mr Balcer said he thinks Bowa-
ed to see if.Someone could offer us a behold , th ey offered us better financials as 150% of the ongmal premium ter may not have an entirely smooth
better service package And, 10 and . , , Mr Kovalcik said underwriters experience with its property cover-
behold, they offered us better fi- well,' says Bowater's Georges Balcer. also broadened D&0 coverage For age renewals later this year Lon-
nancials as well example, the purchase price of an don market insurers are talking

The July 1 renewal sewed up acquisition now can be as much as about the need to change some
workers comp, general hability and 25% of Wendy's total assets before terms and conditions in the cover-

commercial automobile coverages tensity of the last hard market cycle drive a hard bargain and we don't Wendy's would have to pay addi- age "We sort of expect on the prop-
for Bowater The coverages were in the mid-1980s "Not unless we scream and yell and change carriers tional premium The previous erty to have some difficulties,” he
renewed at expiring limits with no have some bad catastrophes along if there is a tiny increase,"” Ms threshold was 10%, Mr Kovalcik said
significant changes m terms and the way " Dickinson said said Mr Benishek said he expects to
conditions SunTrust is moving toward mul- Rates have been so attractive on Wendy's is "not terribly active" cruise through his August property
Renewing excess casualty layers tiyear policies when possible, Ms some casualty nsks that buyers are in acquinng companies, Mr Koval- renewals Written for the past six
at SunTrust Banks Inc in Atlanta Dickinson said, to save time and increasing their limits cik noted years by Zunch US, the cost of the
cost a little more "but nothing expense on the renewal process The directors and officers habili- Underwnters also deleted their coverage has never risen, and "I get
huge," said June H Dickinson, first The bank's casualty program was ty insurance market in late June pollution exclusion for claims filed more coverage every year," he said
vp and risk manager written on a three-year policy, and was "very favorable," said Joe Ko- outside the United States, another The 34 companies he watches
The bank owns Madison Insur- property coverages that expired at valcik, vp-risk management for remote nsk for Wendy's, Mr Ko- over have never had a general lia-
ance Co , which writes the primary the end of last year were on a three- Wendy's International Inc of valcik said bility claim, he pointed out, and
layers on its parent's commercial year schedule put together by Lon- Dublin, Ohio Even rates for employment prac- coverage costs are not expected to
auto, general hability, workers don market underwriters "Pricing was down and, frankly, tices liability coverage are reason- rise this year

B ro ke rS rates are up 10% and higher, de- losses, are driving the rise in prop- Anzona move Into the surplus Imes increases for many of Aon's mid-
pending on where the account is 10- erty insurance rates, several bro- market, because standard insurers dle-and upper-market clients are

cated kers said are not willing to renew those poli- not that severe because Aon, "as
Contmued from page 3 Middle-market professional lia- Some "high-hazard industries, cies advocates of the clients, will seek

eas," he said bility rates are up between 5% and such as chemical manufacturers, He attributes this movement to other alternative solutions, some of
Apart from targeted rate increas- 10%, he said, noting that D&O and health care and tobacco com- the California Supreme Court's which will not get the double-digit
es, insurers are proposing a tight- rates for technology firms are "up panies, are facing an increasingly 1995 ruling involving Montrose numbers being sought out by the

ening of terms and conditions, par- signihcantly” tough market for liability insur- Chemical Corp, which allowed markets today," he said

ticularly for accounts with unfa- In the large-account market, ance, several brokers said For one, policyholders to tap all of their Mr Brown pointed out that buy-
vorable loss records The tightened general liability insurance policies ers generally have acknowledged
terms include a continued relue- from the time damage first begins price dechnes over the last 10 years
tance to wnte guaranteed-cost pro- ' . . until liability is known Attorneys and are accepting 10% rate in-
grams and a reduction of limits for Most underwriters will pUt out feelers have been using this case, which creases with httle oblection
hagh-hazard nsks originally dealt with pollution, in "A 25% increase, however, is a

Despite the market's upward about gettlng Increases, but attractive various construction defect cases whole different ball game and cre-

trend..pricing for profitable larger accounts are still getting attractive (81, Feb 10, 1997) ates anxiety.” he said Although

accoun Some risk managers are respond- clients may be inclined to take
al brokers said As for middle-mar- renewa|s,' says Willis' Kevin McGill. ing to the current market by seek- their business elsewhere if they see
ket accounts, there is greater con- mg alternatives, some brokers say a 25% increase at renewal, in more
sistency in insurers' willingness to Compared with six months ago, and more cases, they cannot find

increase rates across all hnes Gallagher has been getting more coverage that is less expensive, he

"We didn't see much of a (price) there is greater competition for there are fewer underwnters that calls from risk managers who want said

bump m January," said Bernard H business, brokers say will write that business compared to evaluate alternatives, such as Mr Golub noted that buyers are
Mizel, chairman and CEO of USI "Most underwriters will put out to last year forming captives or increasing seeking higher deductibles or are
Insurance Services Corp in San feelers about getting increases, but Accounts with those exposures their retentions, Mr Braniff said looking to self-insure more of their

Francisco "We are now starting to attractive accounts are stlll gettmg may not find the specific limits or Those calls are coming from exist- nsks, perhaps through an existing
see some momentum it's startmg attractive renewals," Mr McGill conditions they are seeking, bro- ing chents and new prospects alike captive That is particularly true of
to develop " Most of USI customers said "Some pretty competitive kers said When the higher limits Mr O'Halleran noted that rate property coverages, he said Ell
are midsize companies deals are still available for an ac- are found, they are not likely to

In general, Mr Mizel said that he count everybody would like to come at pnces seen during past re-

is seeing rate increases of 7% to have newals

10% in the overall property/casu- Even among large accounts, "Everybody might not be run- _

alty marketplace Workers com- however, there are some vanations mng to quote a chemical manufac- Subscri ptlon
pensation coverages are experienc- The property market for large turer with some of the more haz- -

ing some of the greatest change, accounts is "a very hardening mar- ardous chemicals in their account,” I n S u ra n Ce Service

shooting upward 20% to 50%, de- ket," Mr O'Halleran noted Not said Mr McGill of Willis But cov-
pending on the state where the only are rates increasing by 10% or erage is still available, and, overall,

risks are located, he said more, but terms and conditions pricing is being determined on an www . businessinsurance.com
The California workers compen- also are tightening Insurers, for account-by-account basis, Mr

sation market has seen the steepest example, are not offermg as low an McG111 said New Subscriptions

increases, several brokers agreed aggregate attachment point as they "Certain lines have gone

You can now subscribe to our publication over the Web
Middle-market accounts in gen- once did, he said bonkers,"” noted J Hyatt Brown, Simply fill out our subscription form

eral are seeing rate increases, with Brokers say that properties with chairman, president and CEO of and we will get your first issue to you right away

the possible exception of very prof- poor loss histones or those located Brown & Brown Inc in Daytona
itable accounts, said Gallagher's m catastrophe-prone areas, such as Beach, Fla In particular, rates for

Mr Bramff He added that middle- the coasts or seismic zones, are see- nursing home professional liability Moving? Change of address? New job?

market accounts with exceptional- ing some of the stiffest increases coverage-particularly m Florida, If you're leaving your current location, make sure you don't leave

ly bad loss histories could see in- An account with few or no catas- Texas and California-have gone behind the late-breaking, agenda-setting news

creases of 50% to even 100% trophe exposures might escape up substantially that helps you stay on top of your business
Middle-market liability rates without a rate increase, except for Many nursing homes are going You can change your information with us online, immediately

generally are rising by 5% to 10%, a price rise for increased property bare because they can't afford the
noted Kevin MeGill, a casualty ex- values, said Mr Golub of Hobbs premiums,"” he said He attributes
pert and senior vp and director of Group the rate hikes m Florida to the
Wilhs of New York Inc At the other end of the spectrum, plaintiffs bar, which has "con-

Billing or renewal inquiry?
Verify your subscription details or pay an invoice .
If r iv notice from r hav i
Insurers writing that coverage an account that has faced signifi- vinced juries that bedsores are . yf)u eceive a notice from us afte y‘_)u ave pa d’_
" it is likely due to correspondence crossing In the mail
However, if you receive a second notice after you have paid,

have been successful in pushing cant losses and has property expo- malpractice

through rate increases, Mr McG111 sures in a catastrophe-prone area Mr Brown also characterized the k -
said The increases can be consid- could see rates rise 200% to 300%, market as "hrming"” contact us and include a copy of both sides of your canceled check
erabl reater, though, for ac- Mr Golub said " . . L.
y 9 9 | cannot make a categoncal For more information about a subscription,
counts with losses In general, property coverages statement” with regard to rate in-

. bl please contact the customer service department at
Generally, for middle-market ac- for catastrophe-prone areas are ex- creases, "because it simply doesn't

counts, property rates are increas- periencing rate increases of per- apply across the board,” he said 1-888-446-1422
ing 10% and higher, while primary haps 20% to 50%, said Mr Braniff Mr Brown said that within the
casualty and umbrella rates are flat of Gallagher last 90 days, he has seen general h-

or increasing up to 5%, Aon's Mr Reinsurers, attempting to com- ability insurance for residential www.businessinsurance.com

O'Halleran said Workers comp pensate for recent international building contractors in Nevada and
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I Texas and Oklahoma companies, however, are seeing Wausau is getting rate increases companies, said Clive Tobin, chief
I 'S u re rS Greg Vezzosi, chief underwrit- more changes in terms and condi- of about 10% in general liability executive officer of XL Insurance

ing officer for Royal & SunAl- tions For example, such clients accounts, said Mr Mcintyre

Co Ltd m Hamilton, Bermuda

Continued from page 4 liance USA Inc, in Charlotte, are seeing increases in both de- Commercial automobi_ e rates XL writes excess casualty and li-
three quarters N C, said that increases have ductibles and maximum premi- have risen by the low double-dig- ability as well as property cover-
"In general, we are seeing a been more prevalent m the North- ums on retro policies, Mr Gilles ItS, said Mr Mcintyre Trucking ages It also writes directors and
firming, | wouldn't call it a hard- east than in other parts of the said accounts seem to be firming a lit- officers liability cover, including
ening," said Jim Mcintyre, execu- country, with the exception of the coverage for large intermediaries,
tive vp-commercial insurance California workers comp market such as brokers, and large ac-
markets at Wausau Insurance, a For Liberty Mutual's middle- . . . counting and law firms
Wausau, Wis -based unit of Liber- market client companies, which it 'PrlceS are flrmlng across the board ,' "For the dotcoms, it's a very dif-
ty Mutual Insurance Co defines as those "up to Fortune ferent market,” he said They are

™ : . ; i says Ron Chronister. 'We've been able
e severity of rate increases 500 companies,” rates are going
depends in part on geography, up an average of 14% this year to tO get the prlce we Want among

said Joe Gilles, senior vp-com- date on a variety of general cover-

mercial markets for Boston-based ages, compared with last year at the accounts we want to retain.’
Liberty Mutual He said 18% to this time, said Mr Gilles Last

21% increases on all lines are be- year, rate increases for this group

ing seen in some states-including were in the single digits, he said

only able to get $5 miillion to $10
million in limits, compared with
about a $200 million maximum

for other types of D&O liability
risks

In addition, there has been "tur-

moil” in the market as D&O un-

California, lllinois, New Jersey, Fortune 500 companies, howev- Of the various lines Liberty Mu- tle more than general commercia. derwriting teams have changed

New York, Pennsylvania and Wis- er, are facing average rate in- tual writes, Mr Gilles said gene- auto, he added
consin-because of losses In- creases of 5% to 7% this year, al liability rates have gone up the Rates on most professional lia-

companies, he said
For D&O, fiduciary liability,

creases of about 10% are being which are smaller increases than least, with average increases of bility coverages are "pretty sta- kidnap/ransom and ocean marine
seen in the South, southwest they saw at midyear 1999 Such 9% this year to date ble," except for those for dotcom coverages, rate adjustments are
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running from flat to about 7%
higher for current renewals, said
Royal's Mr Vezzosi

Excess liability and casualty
rates are not increasing, but there
is not the drive that there has
been to decrease rates, said Mr
Tobin of XL

Prices for employment practices
liability are stable, and there is
increased demand for that cover-
age, which is still written on a
claims-made form, said Mr To-
bin

Rates for both physician and
hospital malpractice coverage are
on the rise as well said Ron Chro-
nister, vp-regulatory affairs for
PHICO Insurance Co , a Meehan-
icsburg, Pa -based company that
specializes in liability insurance
for health care providers "Gener-
ally, what we're seeing is a contin-
uing hardening in the market-
place Prices are firming across
the board,” with rate increases
ranging from the high single dig-
its to double digits, depending on
the size and loss history of the ac-
count, he said

He said that some customers do
shop theil accounts after being
presented with a rate increase
upon renewal, "but we've been
able to get the price we want
among the accounts we want to
retain

Hartford Steam Boiler Inspec-
tion & Insurance Co 's typical cus-
tomer has seen an average 7 5%
increase for bollei and machinery
coverage since the beginning of
this year, said Normand Mercier,
senior vp of the Hartford, Conn -
based speciality insurer

Some special risk customers are
getting 10% increases due to poot
loss experience Rates may stay
steady only if a customer had
some kind of price increase last
year, he said

The longstanding soft market
for property coverage also is
showing signs of significant firm-
ing, according to underwriters

A drying up of property cover-
age availability in catastrophe-
prone areas is bringing Royal
some new customers, said Mr
Vezzosi And the insurer is charg-
ing them 25% to 50% above the
expiring rates written by previous
companies, he noted

The "volatility" of that business
Avariety.of fagtors.
terns and the development of
coastal areas, said Mr Vezzosi of
Royal Flooding is more prevalent
because wetlands have dimin-
ished, he said In addition, "a lot
of flood maps are out of date and
not as useful as they used to be,”

he said

Property rates are up 15% to
20% for classes of risks with the
worst experience, including

See Insurers on page 26
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Continued from page 24
petrochemical risks and risks with
significant losses, said XL's Mr.
Tobin. In addition, risks in cat-
prone areas, such as southeast
Florida, or earthquake-prone ar-
eas of California have seen hikes in
the 15% to 20% range, he said.

Unsatisfactory results for highly
protected risks have led to a de-
creased appetite for such business,
especially for large industries, said
HSB's Mr. Mercier.

Underwriters of highly protected
property risks had "very poor re-
sults” in terms of combined ratio
in 1999, and they are returning to
underwriting-driven results, said
Roland Bonitati, senior vp at Fae-
tory Mutual Insurance Co. in John-

ston, R.I.

After a downward pricing trend
that has lasted for about a decade,
"it's fairly predictable that. ulti-
mately, you will reach a point
where that can't continue, and |
think that's where we are,” he said.

"We've been seeking pricing
change across all our business,"”
driven in part by the impact of a
"significant amount of catastro-

phes" through the end of last year,
said Mr. Bonitati.

The "market was positioned at
end of year to begin to change,”
and change it has, with Factory
Mutual "now getting roughly 10%
to 15% rate increases on average,”
he said. And accounts with bad
loss histories are facing even high-
er rate increases, he added.

Rates are rising in workers comp
as well, underwriters say.

Wausau has been able to get
double-digit rate increases in

workers comp, which is its core

business, said Mr. Mcintyre.
The increases in the market are

being driven by "profitability-or
lack thereof-of the workers com-

'We are willing to
negotiate, but we'll walk
if we can't get the price
we want,' says Joe
Gilles of Liberly Mutual.

pensation writers," he said.

For workers comp in California,
Royal expects to get increases in
the 35% to 40% range on business
that the insurer would like to re-
tain, said Mr. Vezzosi.

The rate hikes don't mean that
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most customers will face an avail-
ability crunch, though, say under-
writers.

'There is a significant amount of
capacity available,"” especially
from the London market, said
HSB's Mr. Mercier.

"The London market has not yet
begun to firm as the U.S. market
has," and it appears to be to lag-
ging behind the U.S. market by
about six months, he said.

XL's Mr. Tobin said there is still
an abundance of excess casualty
and liability capacity, so most buy-
ers will not experience availability
problems unless they are located in
cat-prone areas.

And market firrning hasn't yet
sent clients to the alternative risk
financing market, say underwrit-
ers.

"Alternative risk fi nancing
mechanisms are not a major factor
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in the market today," because cov-
erage continues to be reasonably
available and affordable, said Mr.
Elliot of Travelers.

XL's Mr. Tobin agreed. "l don't
think the market is at the stage to
stimulate the alternative market,”
he said, noting that the current
price increases have come after
several years of decreases. "Prices
are going up because they were
low relative to loss costs,"” so turn-
ing to self-insurance won't help a
customer get a better deal, said
Liberty Mutual's Mr. Gilles. At the
same time, there is a move toward
increased risk sharing through
retro plans and a decrease in guar-
anteed-cost plans, he said.

"Price firming in the U.S. is not
radical enough to encourage cus-
tomers to seek out alternatives,”
said HSB's Mr. Mereier. "Alterna-
tive risk financing has not taken
off in any big way," he said.

The slow change in market con-
ditions hasn't triggered mass resis-
tance from risk managers, say un-
derwriters.

Despite rate increases, retentions
have been "very strong," said Mr.
Elliot of Travelers. "We've seen
customers and agents willing to
work with us for price adequacy."

"We're trying to get out ahead of
the curve" and explain well before
renewal date, said Wausau's Mr.
Mcintyre. "We're finding accep-
tance where there are no surpris-
es."

"It's never easy" to get cus-
tomers to accept rate increase, but
if "you take the time to explain it,"
there is less objection, said
Chubb's Mr. Pozzi.

Most risk managers understand
the reasons behind rate increases,
said IRI's Mr. Norstrom. "All we're
trying to do is have a reasonable
discussion with our brokers and
our risk managers about what the
drivers of pricing are and how it
affects their particular situation,”
he said.

"We are willing to negotiate, but
we'll walk if we can't get the price
we want," said Mr. Gilles of Liber-
ty Mutual. Although Liberty Mu-
tual's willingness to do walk away
from business hasn't changed
much since last year, "l think the
industry is probably walking away

more this year than in the past,”
Mr. Gilles said.

"Insurers and reinsurers are
more willing today to walk away
from inadequately priced risks
than in the past,"” said Mr. Elliot.
"Terms and conditions are about
the same.”

In addition, insurers and rein-
surers are pushing to write only
annual policies rather than multi-
year policies, because they don't
want to be locked in at this time.
Part of that reluctance stems from
uncertainty about the outcome of
Y2K claims, said Mr. Tobin of XL.

Underwriters have been able to
control terms "slightly better"” this
year, so there is less willingness to
use customers' own manuscripted
forms, said Mr. Tobin. Reinsurers
also are requiring more informa-
tion about international exposures
of global U.S. companies because
of last year's earthquakes in
Turkey and Taiwan, he added.

"We are getting significant im-
provement in terms and condi-
tions, which may be worth more to
us," said Royal's Mr. Vezzosi. For
example, Royal is getting cus-
tomers to assume larger de-
ductibles, which requires a cus-
tomer to retain more of the risk
and, thus, address it more aggres-
sively. "Whenever customers have
more skin in the game they have
a greater commitment to safety

and loss control than when they
didn't.” Eli
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Health

Continued from page 3

Soaring prescription drug costs
are one of several factors fueling
rate hikes. Providers are demand-
ing and winning rate increases
from health insurers and HMOs,
which the plans are passing on to
custonners.

Doctors are bargaining harder
as 'they haven'l made any money
in d while" and are looking to in-
crease their incomes, said Blaine
Bos, a principal :n the Chicago of-
fice of William M. Mercer Inc.

"TherE are clear indications
that doctors are rebelling,"” added

Phillip Neff. national practice
leader for Willis Benefits in Wi-

chita Kan.

At che same time, hospitals
around the country, whose oper-

h

=1

ating costs are rising substantial-
ly, are raising their rates.

"Hospitals are being squeezed.
Reimbursement frcm Medicare
hasn't been keeping up with costs
while their operating expenses
keep rising,"” said Michael Sei-
bold, chief operating officer with
Blue Cross & Blue Shield of llli-
nois in Chicago.

"They are demanding huge in-
creases," said Bob Pures, senior
vp and chief financial officer at
Horizon Blue Cross & Blue Shield
of New Jersey in N ewark, N.J.

And as insurers are pressured to
increase what they pay providers,
those cost increases are being
passed on to employers

"This is one of the reasons we
are seeing increases m our rates to
employers," said Stephen Bocma,

senior vp of sales and marketing
with Blue Cross & Blue Shield of
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Massachusetts in Boston.

Not only are providers-hospi-
tals and physicians alike-win-
ning rate increases, but there also
has been "an expansion of

turned by market share under-
writing in the mid-1990s, now feel
pressure from investors to keep
their financial statements healthy.

The message from investors was

'We are in a tight job market. Employers

are making sure they have a motivated
workforce and they are not passing on
rate increases,’' says Harvey Sobel.

claims."” says Mr. Seibold, at-
cribcting that factor to an aging
population.

"There is an uptick in utiliza-
ton as the population ages,”
agreed Hewitt's Mr. Sperling

To be sure, insurers and HMOs,
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"profitability was more important
-han market share,” Mr. Pures
said.

"The days of trying to grab
greater market share by under-
pricing rates. . .we don't see that
today," Mr. 3ooma said.

Even as insurers and HMOs
raise rates, employers have been
reluctant to pass on, in any signif-
icant way, those cost increases to
employees.

With many employers unable to
fill jobs, the last thing they want
to do is discourage-by passing on
health care premium increases-
prospective employees from join-
ing or encouraging existing em-
ployees to leave.

"Nobody wants to chase away
their employees by adopting cost-
shifting strategies,” said Kenneth
Jacobsen, senior vp and national
health practice director for The
Segal Co. in Atlanta.

"We are in a tight job market.
Employers are making sure they
have a motivated workforce and
are not passing on rate increases."
said Harvey Sobel, a principal
with Buck Consultants Inc. in Se
caucus, N.J.

"The bottom line is change js
slow,- Mr. Sobel adds.

Still, this isn't to say that
changes aren't occurring in the
design of benefit plans. More em-
ployers, for example, are moving
to a three-tiered drug plan where
the lowest copayment is for a
generic drug, a higher copayment
for a non-generic drug on an ap-
proved list and the highest copay-
ment for a brand name drug not
on the approved list.

AnNnd there has been discussion-
though not much action yet-of a
four-tiered prescription drug re-
imbursement system. In this
fourth-tier would be so-called
lifestyle drugs, like Viagra. Em-
ployees would pay lower prices
for the drugs, through the buying
clout their employers' pharmacy
benefit managers have, but their
employers would not pick up any
of the costs.

"This is just starting. Employers
are moving to the general philoso-
phy of giving access to pharma-
ceutical products, but are not nec-
essarily paying for the costs," Mr.
Sperling said.

Health plans themselves hope to
cut costs by relying more on the
Internet to process claims and in-
teract with providers.

"We are moving in that direc-
tion," said Empire Blue Cross &
Blue Shield's Mr. Birch, referring
to the insurer's goal of increasing
its e-commerce initiatives.

Meanwhile, employers continue
to move away from traditional
HMOs in favor of more open-end-
ed products, like PPOs, because of
employee dissatisfaction with
more restrictive plan designs, said
Carmine Morano, president of An-
them Health & Life Insurance in
New York.

"Right now, the HMO is not
selling. It is dead in the water,"”
Mr. Pures said.

Amid the current pricing situa-
tion, some believe costs can again
be kept under control through a
greater emphasis on quality of
care and wellness programs. Man-
aged care has wrung out all the
savings it could from the health
care system, they contend.

Improving quality of care and
disease prevention "will be the
only way to help things down the
road," said Elaine Morrow, direc-
tor of corporate benefits at Amer-
ada Hess Corp. in New York.

And prescription drugs, now a
culprit behind rising benefit Costs,
could, some say, be the hero in
bringing costs down.

"I'm optimistic that there are
technological forces that will hold
down costs. Wouldn't it be nice if
one could take a handful of pills
to cure an illness? Technology
may be the key," said Mr. Sobel of

Buck Consultants. [al



Global Briefs

Pan-European insurer Eureko B.V. has
said it will make an announcement today
regarding its future. The Amsterdam-
based group of eight mutually owned and
listed insurers and financial service groups
is widely expected to unveil details about
its long-term strategy to expand and at-
tain a stock market listing via an acquisi-
tion....An alleged insurance fraud in
Canada has been detected by the
RISKMASTER/World software system,
developed by Policy Management Systems
Corp. of Columbia, S.C., doing business as
Mynd. The system identified 40 question-
able claims on the database of the Toronto
Transit Commission by recognizing com-
mon characteristics, such as type of acci-
dent, injury and settlement.... Changes to
the way the London Processing Centre is
operated are expected after the board of
the International Underwriting Assn. last
week was granted control of the center,
which processes claims for the insurer
members of the IUA. IUA Chairman Tim
Carroll said it did not make sense to keep
the LPC as it is, given the consolidation of
companies and Lloyd's syndicates within
the insurance market. Options being con-
sidered include a convergence with the
Lloyd's bureaus, continued independent
operation, a sale of the bureau or outsourc-
ing of some of the services the LPC pro-
vides. Mr. Carroll said that there was no
timetable for changes but that he hoped
they would be implemented quickly....
Moody's Investors Service Ltd. has
changed its rating outlook on Swiss Rein-

: surance Co. and its subsidiaries to negative
from stable. The credit rating company
said that, although it still views Swiss Re
as one of the strongest reinsurers in the
world, the change in outlook reflects
mounting evidence that market and share-
holder pressure are driving Swiss Re to
take a comparatively aggressive stand in
capital management, acquisition and busi-
ness development, leading to a deteriora-

i tion in the company's underwriting disci-

! pline as the result of an effort to maintain
or increase market share. The change in
outlook also reflects Moody's negative
view of the reinsurance industry as a
whole.... Michael Spencer is joining the
construction risk solutions team of Zurich
Specialties London Ltd. In his new role,
Mr. Spencer, who previously was manager
for engineering risks worldwide for Assi-
curazioni Generali S.p.A. in London, will
provide integrated insurance for large con-
struction project owners and large global
contractors.... Andre Clerc has been ap-
pointed chairman and managing director
of La Reunion Aerienne and La Reunion
Spatiale, the French aviation and space in-
surers, where he was previously general
manager. Mr. Clerc replaces Jacques Gan-
gloff, who is retiring after 47 years, having
helped found the two groups. Jean-Michel
Gicquel has been promoted to general
manager from deputy general manager....
Risk and claims management group Craw-
ford & Co. has won the contract to supply
desktop and traditional claims handling
services for the online commercial insur-
ance business of HSBC Select (U.K.) Ltd.
The service, aimed at small and medium-
size businesses, operates from the Web site
www.totatinsurance.co.uk....In its latest
analysis of the Dutch life insurance indus-
try, Moody's says it expects its ratings on
Dutch insurers such as AEGON N.V. and
ING Verzekeringen N.V. to be increasing-
ly influenced by their expanding U.S. and
other non-domestic operations. Moody's
says the ambitious strategy of internation-
al expansion of Dutch life insurers and the
resulting reduction in the relative contri-
bution of their domestic operations to their
total revenues is accompanied by a gearmg
up of their balance sheets or a redeploy-
ment of surplus capital out of domestic
companies to fund acquisitions. The risks
involved have led Standard & Poor's to as-
sign negative outlooks to AEGON and
ING Verzekeringen.
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Claims likely in deadly fire

Century-old hostel insured for damage resulting from fatal blaze

By DAMIEN TOMLINSON

MARYBOROUGH, Australia-
The Queensland government has
launched a fire safety initiative fol-
lowing a fatal fire in a hostel in
Childers, Australia.

Fifteen backpackers, from Aus-
tralia and other countries, are con-
firmed dead after a fire ripped
through the Childers Palace Back-
packers' Hostel early in the morn-
ing on June 23. At least 60 back-
packers escaped the fire, which is
believed to have been deliberately
set. Childers is 220 miles north of
Brisbane, near the city of Marybor-
ough. Backpackers are attracted to
the region to work on farms during
the fruit- and vegetable-picking

Following a nationwide man-
hunt, police on June 28 captured
Robert Long, a backpacker and

former hostel resident. Witnesses
said Mr. Long, who was wanted for
questioning in the incident, left the
scene soon after the fire erupted.

Raymond Jones, Australian gen-
eral manager of Sydney-based
QBE Insurance Group Ltd,,con-
firmed that QBE was the insurer of
the 100-year-old hostel, but he re-
fused to provide details of its cov-
erage.

Mr. Jones said QBE sent repre-
sentatives to Childers to assist
forensic and fire investigators in
piecing together the circumstances
surrounding the tragedy.

"We're currently going through
the preliminary steps of assess-
ment, but it is particularly compli-
cated, as you can imagine, with a
fire, as well as the loss of life," he
said.

Questions have arisen as to

See Hostel on net page
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An early-morning fire at this 100-year-old hostel in Marybor-
ough, Australia, claimed the lives of at least 15 backpackers.

Resu Its speak well of bespoke names

Traditional members posting better returns than corporate investors

By SARAH VEYSEY

LONDON-Traditional unlimited-liabil-
ity bespoke names are achieving better re-
sults at Lloyd's of London than are corpo-
rate investors, according to a study by the
Assn. of Lloyd's Members and A.M. Best In-
ternational Ltd.

For the 1997 underwriting year, tradi-
tional unlimited-liability bespoke names-
those who decide for themselves which syn-
dicates they invest in-made, on average, a
profit equal to 0.2% of their individual ca-
pacity, compared with a marketwide loss of
1.8%. of invested capacity.

For the 1998 year, which will close at the
end of 2000, the projected results are an av-
erage loss of 3.8% of individual invested ca-
pacity for traditional names, compared

pacity for corporate investors.

"The insurance companies who have
come into Lloyd's aim to manage their syn-
dicates in a conventional big-company way.
The latest results demonstrate that this ap-

LLOYD'S

proach will produce an inferior financial
performance," said Michael Deeny, chair-
man of the ALM.

Mr. Deeny, who also is a promoter of rock
concerts and whose clients include the band
U2, said that the names still underwriting
at Lloyd's bear out the maxim "survival of

"The names that are still underwriting at
Lloyd's are battle-hardened survivors. They
have learned to be cautious, and they have
learned the importance of syndicate selec-
tion,"” Mr. Deeny said.

"We believe that many of the big insur-
ance companies that come into Lloyd's are
not suited to Lloyd's. Names have learned
from experience, where some of the new
corporates have not."

Private capital accounts for about 33% of
Lloyd's £10.05 billion ($16.23 billion) ca-
pacity in 2000, compared with 34% of
1999's £9.87 billion ($16.38 billion). Mr
Deeny said, however, that the ALM expects
new names to enter the market in the next
few years.

"We believe there will be new names join-
ing Lloyd's. We will probably see them

with an average loss of 7.2% of invested ca-

the fittest.”

See Names on net page

Benefits satisfyi ng Marsh to bolster
for U. K. workers

But study identifies areas for improvement

By STACY SHAPIRO

Employee benefit packages are
meeting the needs of most workers
in the United Kingdom but not ev-
eryone is satisfied with the benefit
communications they receive, ac-
cording to a recent study.

These conclusions are just a
small part of the "UK@Work 2000"

report issued

by Aon Em-
study is designed to provide "a
unique source of information on
employee attitudes and commit-

ment within the U.K. workplace"
and the effectiveness of various or-

ployee Risk
Solutions
Ltd. last

month. The

ganizational practices "all from
the perspective of the employee,”
said Patrick Carter, managing di-
rector of Aon Employee Risk Solu-
tions in London.

The study, based on 1,570 tele-
phone interviews with U.K. em-
ployees, found that 41.2% of re-
spondents are not satisfied with
their "overall recognition and re-

wards."”

In addition, 53.6% said they ex-

perience a level of stress at work
that is higher than expected.
Meanwhile, only about a third,
39.2 %, feel management recognizes
the importance of balancing per-
sonal and family life with work.

However, within the study, Aon
points out that benefit packages
"are in general meeting the needs
of most workers.”

Among the survey respondents:

« 76.1% feel their benefit pro-
grams meet or exceed their needs;
60.3% are "very satisfied" with
their pension/retirement plan,
while 22.1% are not. The others in
the study had no definite opinion.

= 50.3% are very satisfied with
the communications they receive
about their benefit programs, while
23.2% are not. The others had no
definite opinion.

- 47 .4% feel their benefits are
about the same as what other orga-
nizations offer, 32.3% feel theirs
are better, and 20.3% feel theirs

Despite these fairly positive re-
sults, Aon says 44.5% of the re-
spondents report that their benefit
program is not particularly impor-
tant in keeping them from looking

See Aon on page 31

European offices
for small clients

LONDON-Marsh Inc. is planning a major expan-
sion of its European operations, principally by in-
creasing the brokerage and consulting services it de-
livers to small and medium-size businesses.

Dan Jones, appointed in January to the newly cre-
ated position of president and chief executive officer

of Marsh Europe in London, is
spearheading the expansion be-
yond Marsh's traditional client
base of large companies.

"There are significant opportu-
nities to develop Marsh business
in every business sector in Eu-
rope,"” Mr. Jones said in a state-

ment at the time of his appointment.

Over the next five years, Marsh plans to hire about
3,000 additional people-1,800 in continental Europe
and 1,200 in the United Kingdom.

Despite the expansion program's focus on small and
medium-size companies, growth will be sought in all
areas of Marsh Europe's operations, including finan-
cial services, affinity arrangements, risk consulting
and high net worth individuals. Marsh Europe also
aims to increase its specialty business, such as trans-
portation and directors and officer liability cover.

Over the past several years, New York-based Marsh
has already successfully increased its business in the
small and middle-market sectors in the United States.

-By Edwin Unsworth
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Hostel

Continued from precious page
whether the hostel. h two-story
timber structure, had taken ade-
quate-firie.-safety,precautions, or
whether its protective system was
faulty. The hostel was listed with
the Queensland Heritage Council,
which protects and governs the
use of histdtically significant
buildings.

Responding to suggestions that
fire safety rules for Heritage-list-
ed accommodations are not suffi-
ciently tough, Richard Balsillie,
executive director of the Fire Pro-
tection Assn. Australia in Mel-
bourne, said that the rules are
based solely on how structures are
used, not: on their age. "An old
motel would require the same lev-
el of fire protection as a new one,"

he said.

A high-level government task
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force has been formed to head.the
new safety effort, which will in-
spect structures that provide ac-
commodations throughout the
state and determine whether
changes to fire safety legislation
are. needed, said Queensland
Emergency Services Minister
Stephen Robertson.

The task force will evaluate cur-
rent fire safety legislation and
regulations, as well as the en-
forcement of existing fire safety
measures. Mr. Robertson, who es-
tablished the task force, said sev-
eral steps already have been taken
in the campaign, including pro-
viding multilingual fire safety
brochures to guests upon check-in
at backpacker hostels, distribut-
ing safety brochures in Internet
cafes frequented by backpackers
and posting information on popu-
lar backpacker Web sites.

"Fire officers will inspect all
Queensland premises offering
backpacker accommodation to
ensure they have fully operating
fire protection systems, such as

Names

Continued from previous page
coming in on a limited-liability ba-
sis, There won't be a flood in the
next 12 months, but when the rates
turn further, then we will see new
names coming into the market,"” he
said.

Although traditional names are
outperforming the market, Mr.
Deeny said he did not foresee a re-
turn to a market dominated by pri-
vate investors.

"There will always be insurance
companies at Lloyd's," he said. But
he added, "I can certainly see par-
ticipation by names going back up
to 40% or 50% of Lloyd's capaci-
ty."

Mr. Deeny said that there may be
more companies, such as QBE In-
surance Group Ltd. of Sydney,
Australia, that seek to snap up so-
called integrated Lloyd's vehicles,
which are listed on the London
Stock Exchange. QBE, which has a
Lloyd's syndicate that is not listed
on the stock exchange, has been
engaged in a hostile takeover bid
for Limit P.L.C. since last year. In
a surprising announcement last

fire alarms, fire evacuation plans
and clearly marked emergency ex-
its,"” Mr. Robertson said.

Officers of the Queensland Fire
and Rescue Authority have au-
thority to inspect and close down
buildings for violations.

Insurance brokeri say it is diffi-
cult to place coverage for old
buildings-particularly Heritage-
listed buildings-in part because
it is expensive to refurbish the
structures.

David Harris, managing direc-
tor of Brisbane-based Premier In-
surance Brokers (Aust.) Pty. Ltd.,
said a "worrying number" of hotel
and motel fire claims involve ar-
son, because of the "free access"
to many people. Few Australian

underwriters will insure Her-

itage-listed hotels and motels, he
said.

Graham Jones, Queensland re-
gional manager of the Insurance
Council of Australia, the repre-
sentative body for insurers, said
older premises generally require
higher rates for coverage.

week, Limit said it was accepting
QBE's most-recent offer.

"There will be corporations like
QBE who think ILVs are good val-
ue, and those companies will come
in," Mr. Deeny said.

The share prices of integrated
Lloyd's vehicles have performed
badly in recent years.

According to Chris Hitchings, an
insurance analyst at Commerzbank
in London, the share prices of most
Lloyd's vehicles are about 40% to
60% below their levels of two years
ago. In a special report for the
ALM, Mr. Hitchings said that,
though the QBE bid for Limit has
prompted a recovery in the sector
of listed Lloyd's vehicles, corporate
investors are shying away from
putting their money into the stocks.

"On the corporate front, the rush
of insurers anxious to buy up
Lloyd's businesses has slowed, and
a few are now withdrawing," Mr.
Hitchings said. "More to the point
for the ongoing businesses, two or
three years ago, unlimited amounts
of capacity were available for al-
most any Lloyd's project; now,
capital-raising proposals for
Lloyd's go down like the proverbial
bacon roll at a bar mitzvah.” 51

Medical technology
poses risks: Taylor

By EDWIN UNSWORTH

LONDON-Hospitals and doctors
must consider the increased liabil-
ity risks they face as use of tech-
nology rises in the health care in-
dustry worldwide, the chairman of
Lloyd's of London said.

Addressing the Physician Insur-
er Assn. of America annual con-
ference last month in Washington,
Lloyd's Max Taylor warned that
the increasing use of computers to
store patient records and to run
equipment is creating a host of
new legal liabilities. The most sig-
nificant exposures involve the po-
tential for breaches of patient con-
fidentiality and for misdiagnoses,
according to Lloyd's summary of
Mr. Taylor's speech.

Mr. Taylor cited some recent
cases that illustrate the risks he
outlined. In one, a hacker copied
patient records from a medical
school's database and published
them on an Internet bulletin
board. In another, patient medical
records at the University of Michi-
gan's hospital were accidentally

placed on the Internet.

In addition, he described a ma-
jor incident, made public earlier
this year, at the Northern General
Hospital in Sheffield, England,
where a computer malfunction led
to 154 women being misdiagnosed
as being at risk of having children
with Down's syndrome. At least
one of those patients has said she
is considering suing the hospital,
Mr. Taylor said.

Mr. Taylor told his audience of
doctors and health industry man-
agers that, with regard to hackers
and computer viruses, "unless
safeguards are put in place, hospi-
tals could find themselves increas-
ingly entangled in litigation re-
sulting from technological fail-
ures.”

Mr. Taylor said Lloyd's already
has a cyber-insurance policy, E-
Comprehensive, which has been
endorsed by the American Hospi-
tals Assn. The policy includes cov-
erage for extortion, costs associat-
ed with hackers and viruses,
fraudulent acts by employees and
intellectual property losses. 51
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Weather risk hedge to keep bars' business from drying up

By CAROLYN ALDRED & Barrow will receive £15,000

LONDON-INn one of the first Eu-
ropean weather derivative deals of
its kind, a group of London-based
wine bars is protecting itself against
a cold British summer.

Corney & Barrow Wine Bars Ltd.,
which owns 12 wine bars in Lon-
don. has struck a deal with Enron
Europe, a subsidiary of Houston-
based Enron Corp., according to

Corney & Barrow Managing Direc-
tor Sarah Heward.

The deal is based on the number
of Thursdays and Fridays between
June 1 and Sept. 30 of this year in
which the temperature falls below
24 degrees Celsius (75 degrees
Fahrenheit). If the number of days
exceeds a specified amount, Corney

AoOonN

Continued from page 29
for a job elsewhere and only 26.6%
feel that it is very important or criti-
cal. "So, benefit programs are per-
haps not a strong retention factor for
most workers," the study concludes.
A benefit package in the United
Kingdom typically includes a pen-
sion and life insurance, though some-
times a company car and private
medical coverage are included. Se-
nior executive benefit plans might
also include reimbursement for trav-
el to work; tuition for private schools;

and membership in local health
clubs.

'Benefit programs are
perhaps not a strong

retention factor for
most workers,' an Aon

study has found.

The Aon study identifies four areas
in which U.K. organizations can im-
prove to meet employee needs: re-
wards, including salary and benefits;
internal communications, particular-
ly when announcing changes to the
company; work/life balance; and job
stress.

In particular, when adjusting the
work/life balance of employees, or-
ganizations should "recognize that
employees are individuals with per-
sonal and family needs," the study
says.

Therefore, companies should cre-
ate flexible programs and practices
that allow employees to balance their
work and personal lives and reduce
the amount of time lost to stress, the
study says. For example, the compa
ny should offer: employee assistance
through occupational health; flexible
working practices; preventative med-
ical/dental care benefits; family/em-
ployee-friendly time-off programs,
and time management courses that
focus on work and personal issues.

The study concluded that "there is
significant opportunity to improve
employee commitment. Organiza-
tions expect that employees will
work longer hours, that they will
work harder and that they will have
more pride in their organization and
products. To realize the increase in
commitment, organizations need to
improve workplace practices that

most significantly affect commit-
ment.”

For copies of the report, contact
Charlotte Mandel at Aon Consulting
Ltd., 15 Minories, London EC3N
1 NJ; 44-207-767-2220; e-mail. aers@
aouconsulting.co.uk.

($22,457) for each Thursday and
Friday this event occurs, said Ms.
Heward, who would not disclose
how much the deal cost the compa-
ny.

Several of the bars, located in
London's financial district, have
outside seating and attract more
drinkers on warm days.

Research regarding typical sum-
mer temperatures in London and
the point at which temperature af-
fected the company's business was
conducted by London-based Speed-
well Weather Derivatives Ltd..
which also arranged the transac-
tion.

According to Speedwell Director
Rob Preston, the Corney & Barrow
deal is one of the first primary deals

of its kind in Europe. However. it
likely will herald a huge growth in
the field, Mr. Preston predicted.

"Since the beginning of the year,
there has been a growing numbei of
transactions by energ.y companies in
Europe. but the Corney & Barrow
transaction is one of the first highly
tailored specific deals in another
sector,” Mr. Preston said.

Now that one company has
"dipped its toe in," though, others
will feel more confident, Mr. Pre-
ston sad. He predicted a "massive
potential” for individual deals and
said that Speedwell has already re-

ceived :wo commissions for studies
in the restaurant and bar sect(>r
since news broke of the wine bar

deal

According to Mr. Preston, indus-

tries likely to benefit the most from

weather derivatives include:

= Tourism and leisure. Two ski
resorts in Japan recently arranged
deals based on the level of snowfall,
he pointed out.

= Agriculture.

= Transportation.

- Government sectors, such as the
health service and social services.
For example, colder weather can in-
crease the number of people using
the health service and local govern-
ment must maintain roadways that
are affected by the cold.

* Retailers in many areas, includ-
ing food and clothing.

Speedwoll provides a fee-based
consulting service for corporations.

Even if the consulting does not re-

learn a lot about its business and the
extent to which its profits are
weather-related, Mr. Preston said.

Speedwell also provides advice to
the professional market, including
investment banks, reinsurers and
brokers.

Although :ho weather derivatives
market was developed by deregulat-
ed U.S. energy companies in 1997,
deregulation in many European
countries has led to trading by Eu-
ropean energy companies. Invest-
ment banks. insurers and reinsurers
also are becoming major players in
the market, Mr. Preston said.

As a result, Speedwell recently
has been approached by several in-

surance brokers that want to add

weather derivatives to their clients’

sult in a deal, it will help the client insurance programs, he noted. Ell
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Inamed

iNCreases cover

Breast implant maker has $ 100 million for liabilities

By CAROLYN ALDRED

SANTA BARBARA, CALIF.-
Inamed Corp. has more than $100
million, including more than $65
million in insurance coverage, to
meet liabilities arising from the
removal and replacement of Tri-
lucent breast implants in up to
10,000 women in Europe.

The British Department of Health
early last month advised women
with the breast implants to have
them removed as a precautionary
measure, following the release of
new data from the UK Medical
Devices Agency on the long-term
safety of the implants.

The Trilucent breast implant,
which is unique in containing a
soybean oil filler, was introduced by
Lipomatrix Inc. for commercial sale
in the European Union in 1995. It
was withdrawn from sale in March
1999 following reports of swelling.
In that time, about 10,500 women
received the implants-including
about 5,000 in the United King-
dom-according to investor infor-
mation issued by Inamed last week.
The product was not sold com-
mercially in the United States.

Santa Barbara-based Inamed,

which acquired the habilkies of
Lipomatrix followng Inamed's ac-
quisition of Collagen Aesthe€ties in
1999, has alTarged to pay for all the
women's medical costs through AEI
Inc., a special UK unit based in
Caversham, Berkshire. Compensa-
tion claims wi=I be dealt with on a
case-by-case basis according to a
spokesman for AEIl. Collagen
Aesthetics had acquired Lipoma-
trix at an earlier date.

At the time Ir.amed acquired
Collagen in September 1999. there
was $13 milton of irserves on
Collagen's balance sheet to cover
potential Trilucent exposure. Since
then, Inamed has increased its
financial protection for Ttilucent
liabilities to more than $100 million,
consisting of $35 million resemes on
its balance sheet and more than $65
million of insurance coverage, ac-
cording to a Dompany statement
released in early June.

The $35 million covens all the
premiums, co-payment obligations
and deductible potentially payable
under its various insurance policies,

the company noted.

Inamed's insurance

coverage
consists of two types of policies
underwritten by United States-

based carriers "with the highest
category of ratings issued by A.M.
Best and other rating agencies," the
company stated.

The first policy is a $50 million
non-cancelable, mukiyear, world-
wide medical expense reimburse-
ment policy owned by Inamed. A $5
millicn premium was paid at the
time the policy was written.

"This policy was specifically
negotiated and designed to cover
the reasonable medical costs asso-
ciated with explanting and replac-
ing all Trilucent breast implants,”
the ccmpany declared.

In addition, Inamed is a named
insured under more than $50
million of traditional claims-made
pnoduct liability insurance coverage
obtained by Inamed, Collagen and
the current owner of LipoMatrix,
said the company statement.

Of that insurance coverage, $35
nlillion is for the current policy
year.

These policies have basic and
extended discovery periods that
range from five to 10 years, during
which liability claims can be
asserted and applied against the
applicable policy year. the company

said. Eli

Diet drug users get $29.2 million

Ore.-American

COQUILLE,
Home Products will appeal a $29.2
million award that an Oregon state
court has given to two users of the
company's diet drug.

AHP is uninsured for the award,
having exhausted relevant liability
coverage limits in prior lawsuits (Bl,
Oct. 11, 1999).

The Oregon case involved two indi-
viduals, Juanita Batson and her son,
Richard Wirt, who took Pondimin,
the company's brand of fenfluramine,
which was often teamed with phen-
termine to form the popular "fen-
phen" drug combination.

Both Ms. Batson and Mr. Wirt de-
veloped mild heart valve damage
from the drug, said Russ Abney, an at-
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torney with Flerning & Associates in
Houston.

Of the award,$25.3 million consist-

ed of punitive damages,
Mr. Abney said. The Al
plaintiffs argued in

court that the
compa- 10

ny knew
the drug

caused

heart valve damage but kept that in-
formation secret, he said.

What ses this case apart from prior
verdicts, Mr. Abney said, is that prior
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cases involved juries in more pro-
plaintiff areas, Texas and Mississippi.
But this trial is "a conservative ar€a
with a conservative jury," he said.

Furthermore, in prior cases, plain-
tiffs had severe heart valve damage,
unlike these plaintiffs, whose injuries
were categorized as mild. At the trial,
AHP tried to equate mild damage
with no damage whatsoever, "and the
jury didn'tbuy it,” Mr. Abney said.

An AHP spokesman said the ver-
diet would have no impact on the
company's nationwide settlement of
class-action fen-phen suits. In that
case, -he judge is expected to role this
summer on whether to approve the
settlement, the spokesman said.

-Bu Michael Prince

New York HMOs

vary in

quality

Study gauges care, patient satisfaction

By MICHAEL PRINCE

Wide variations in the ;tuality of
care and level of patient satisfac-
lion exist at health maintenance
organizations in New York, ac-
cording to a study released last
week.

The study examined all 25
HMOs that operate in New York,
evaluating their performance with
regard to 12 measures. Six of the
measures focused on patient satis-
faction, while the others addressed
clinical quality.

Those measures provide "an en-
riehed snapshot of how an individ-
Lal HMO is doing," Dr. John Mc-
Grath, health policy adviser for
the New York State Health Ac-
countability Foundation, said at a
news conference. The foundation,
which produced the rel: ort, is a
ron-profit organiza:ion co-spon-
sored by the New York Business
Group on Health and IPRO, an or-
ganization that evaluates health
plan quality.

Results were derived from infor-
mation the HMOs submitted to the
National Committee for Quality
Assurance and the New York De-
partment of Health Quality Assur-
ance Reporting Requirements. All
this information is independently
audited to assure its accuracy.

An employer can use the results
to evaluate how its HMO fared
compared to the others in the state.
Each HMO is assigned a grade-
average, above average or below
average-for each measure, and
the results are presented in a re-
port card format.

For example, Capital District
Physicians Health Plan R as rated
above average for five service cat-
egories and average for the sixth.
On the other hand, CIGNA Health-
Care of New York was rated as be-
1cw average for five categories and
d:d not report data for the sixth.

In addition, while 98% of mem-
bers of Blue Cross & Blue Shield of

the Rochester Area hospitalized
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for a heart attack received a beta
blocker drug-a proven treatment
to prevent another heart attack-
only 54% of such patients in
Health Insurance Plan of Greater
New York were given the drug, ac-
cording to the study.

Other HMOs that fared well on
patient satisfaction include Mo-
hawk Valley PHP with five above-
average ratings, while Preferred
Care Inc, and Blue Cross of
Rochester both received four
above-average ratings

On the other side, in addition to
CIGNA, UnitedHealtheare of New
York Inc. received five below-av-
erage ratings, while Oxford Health
Plan received four below-average
ratings.

The study's measures
provide 'an enriched
snapshot of how an
HMO is doing,' says
Dr. John McGrath.

The patient satisfaction mea-
sures, based on surveys of plan
members, include members' over-
all rating of the plan, the rating of
a member's personal physician, the
ability to get needed care, the abil-
ity to get services quickly, cus-
tomer service and the percentage
of primary care physicians that
stay with the HMO.

Looking at clinical quality, Blue
Cross of Rochester scored above
average on all six measures, while
Capital District Physicians Health
Plan and Preferred Care graded
above average on five measures.
Health Services Medical Corp. and
Health Care Plan received four
above-average grades.

On the other hand, Aetna U.S.
Healthcare graded below average

on five measures, the report shows.

Clinical rmeasures include

whether pregnant women receive
early prenatal care, rates of wom-
en who received testing for cervi-
cal cancer, rates of women receiv-
ing tests for breast cancer, child-
hood immunization rates, percent-
age of members hospitalized for
mental illness receiving a follow-
up visit after leaving the hospital,
and the beta blocker rate.

Information on plan quality is
increasingly needed by employers,
said Laurel Pickering, the execu-
tive director of the NYBGH. Plan
quality is now almost as important
to employers as plan cost, she said.

For employers concerned about
their HMOs rating it's a good idea
to press for changes, William
Shanahan, vp of human resources
for the Teachers' Insurance & An-
nuity Assn.-College Retirement
Equities Fund, said at the press
conference. Only after giving the
plan a few years to make improve-
ments should an employer consid-
er switching plans, he said.

TIAA-CREF, based in New
York, is one of the world's largest
providers of retirement funds for
teachers.

Only through employers pressur-
ing HMOs by showing them quali-
ty data such as the report card will
HNios improve, Mr. MeGrath said.

Copies of the report are available
at the foundation's Web site,
www.nyshaf.org.
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Risk management plan time-saver to launch

WESTPORT, Conn.-A new In-
ternet service aims to drastically
cut the time it takes to develop a
risk management plan.

Scheduled to launch this fall,
GoRisk works on a proprietary
software that its developers say
harnesses the knowledge of indus-
try experts.

The software is written to assess
the range of an organization's
risks and advise as to the appro-
priate form of protection to man-
age that risk. That may mean a
recommendation to purchase in-
surance or some other means to
control the exposures.

Westport, Conn.-based GoRisk
Inc. claims the product can reduce
the time needed to complete a risk
management plan to just a few
days.

The software includes an online
claims reporting module, which
matches claims with the appropri-
ate policies and automatically no-
tifies the insurer of a claim. It also
allows risk managers to analyze
the risks associated with mergers
and acquisitions, divestitures and
other projects.

More information is available at

www.gorisk.com.

IT start-up cover

WARREN, N.J.-Chubb Corp. is
offering a new package of cover-
ages for emerging information
technology companies.

Warren, N.J.-based Chubb's In-
novator program includes blanket
property limits of $100,000 and
errors and omissions liability in-
surance to limits of $ 1 million
with a $1 million aggregate. Gen-
eral liability is written to per oc-
currence limits of $ 1 million, with
a $2 million general aggregate and
a $1 million aggregate for product
liability claims.

An additional $5 million in cov-
erage is available through an um-
brella policy.

Agents and brokers can submit
coverage applications and bind a
policy online if coverage is ap-
proved.

The blanket limit includes cov-
erage for computers, loss of in-
conne and research and develop-
ment expenses. The E&O insur-
ance provides coverage against
lawsuits alleging breach of con-
tract and for the failure of a prod-
uct that results in a financial loss
for a client.

The policy's standard liability
coverage extends to third parties,
including vendors, lessors of
equipment, leased workers and
volunteers.

Commercial umbrella liability,
workers compensation and com-
mercial automobile coverage also
are available under the Chubb
program.

More information is available at
www.chubb. com. Agents and bro-
kers can contact local Chubb un-
derwriters or e-mail Tim Ehrhart,
assistant vp and Innovator product
manager, at tehrhart@chubb.com.

Small-business cover

SAN  FRANCISCO-A  now
"clicks and mortar" marketplace
is offering commercial insurance
coverage to small businesses over
the Internet.

Policies geared toward busi-
nesses with 5C or fewer employees
are available through InsureZone,
at www.insurezone.com.

Employers can purchase prop-
erty, liability, workers compensa-
tion and umbrella liability cover-

Products & Services

ages from several insurers, among
them The Hartford. Kemper and
St. Paul.

In addition, InsureZone offers

an Internet platform and access to
a call center that allows a bank or

insurer to market insurance on-
line under its own brand. Thus,
companies can co-brand with In-
sureZone or do private-label mar-
keting without the expense of cre-
ating their own agency force, the
company said.

To get a quote, customers fill
out an application at the Insure-

Zone site.

Quotes usually are provided

within about an hour and a half,
said Mark Duchesne, San Francis-
co-based vp of marketing and
sales at InsureZone. "We guaran-
tee eight hours," he said, but
quotes generally take far less time
to generate.

If the buyer has questions, a
team of licensed insurance agents
is available to take telephone
calls.

InsureZone recently merged
with Higginbotham & Associates,
a Fort Worth, Texas-based agen-
cy, giving Internet insurance
shoppers access to traditional
agency services.

McLARENS TOPLIS

More information is available at
the InsureZone Web site or from

the company's San Francisco of-
fice at 415-477-3600.

Program for coaches

Gulf Insurance Group and Sum-
mit America Insurance Services
are offering a new insurance pro-
gram called Coaches' Choice for
sports camps, sports clinics, teams
and leagues.

The program provides general
liability coverage for coaches and
their staffs and excess medical
and catastrophic medical insur-
ance for sports participants.

The program offers limits of $ 1
million in general liability cover-
age under the program. The life-

time medical benefits to injured
players is written to limits of $10
million. In addition, seriously dis-
abled participants can receive up
to $500,000 in cash. A $10,000
death and dismemberment benefit
is included.

The program makes it easier
coaches to obtain comprehensive
coverage, according to Ronda

Ashley, vp of special programs for
Summit America.

For example, "in the event a
coach has a year-round sports
league, as well as a sports camp,
the desired coverage can exist on
a single insurance policy," she
said in a statement announcing
the program.

For more information, contact

Ms. Ashley at 800-955-1991 or by
fax at 913-327-0201. ial
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As the leading global adjustment company in the

property field, McLai-ens Toplis offers you some powerful

advantages

The most experienced and technically si<illed

staff in the industry to ensure accurate, cost-effective

claims service.

= A strategically-placed network of 350 offices in

75 countries to provide expedited response times should

a loss occur.

| State-of-the-art technology to provide instantaneous

communication

keeping you up to date

When combined, these advantages result in an unparalleled level of fast

cost-effective adjustment services

anywhere on the globe

TOPLIS

No,-th America, Inc.

UNMATCHED ADJUSTING SERVICES THROUGHOUT NORTH AMERICA AND THE WORLD.

To discuss your property claims needs call today!

Robert J. Barnett

McLarens Toplis North America, Inc.
5670 Wilshire Boulevard, Suite 2000
Los Angeles, California 90036

Tel: (323) 904-4128

Robert Steller

Chicago, lllinois 60606
Tel: (312) 5659-4837

McLarens Toplis North America, Inc.
233 South Wacker Drive, Suite 2420

McLARENS TOPLIS NORTH AMERICA, INC.

INTERNATIONAL LOSS ADJUSTERS AND SURVEYORS
350 OFFICES IN 75 COUNTRIES

WWW.MCLARENSTOPLIS.COM
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committee must be comprised of will attempt to show that the new short-term exposure and ad- heightened exposure as a result of
at least three "financially liter- rules were not implemented prop- dressed the issue of rescission the new rules, the exposure will
ate" independent directors, must erly, most observers say The "We are experiencing an in- still be covered by standard D&0
have a committee charter that lawyers will argue, they say, that creasing number of situations policies
rare and is inapplicable in most outlines its responsibilities, must proper implemertation of the where underwriters have asserted
instances provide the details of discussions rules would have prevented any a right to rescind directors and of- a branch of the board of directors
If policyholders still fear rescis- with outside auditors, and must misstatements ficers policies based upon mater.- and iS typically composed of a
sion, there are other measures warrant that It has discussed the "In the short term, we feel that al misrepresentation of facts re- small number of the directors, this
that can be taken, according to financial statements with man- there is a much greater likelihood sulting from financial restate- exposure is clearly encompassed
Willis and Aon agement for civil and criminal actions al- ment-an audit committee over- by standard D&O insurance,” the
The rules causing the debate Most observers expect that, in leging fraud,” said Dana F Kop- sight issue,” the letter said letter says
were introduced in late 1999 by the long term, the new rules will per, senior vp in Los Angeles and In response to the short-term And many policies protect indi-
the SEC, the New York Stock Ex- lead to lowered liability exposure, national practice leader for problems, Marsh will offer policy- vidual directors against the un-
change, the American Stock Ex- they say that the rules will pro- BoardWorks, a consulting unit of holders an overview of the new likely possibility of rescission
change, the National Assn of Se- vide a system of checks and that Marsh Inc rules and a "new, non-cancelable through severability clauses, the
Curitles Dealers and the Account- compliance may furnish evidence Marsh, Aon and -Willis all wrote insurance program for audit com- Willis letter says Severability
ing Standards Boards They apply that a company took the necessary letters-copies of which were ob- mittee members," the letter says clauses ensure that the insurance
to the members of audit commit- measures to prevent the deception tained by Business Insurance-to But the letter that Willis sent to policy is considered a separate
tees of company boards and were of investors their policyholders about the mat- ItS policyholder clients takes a contract as to each policyholder,
intended to address financial dis- In the short term, especially in ter earlier this year different view of the issue the letter says
closure problems cases where companies restate The Marsh letter, dated May 5, The Willis letter, which is dated "Even without severability,
Under the new rules, an audit their financials, plaintiffs lawyers outlined the poten:ial increase in June 1, says that, while there is a See D&O on next page

Because the audit committee is
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Request for Proposal

$30 MILLION CA/AZ PERSONAL
LINES AUTO MGA seeks equity

. . Marketing AE/Nat'l Broker, Loss Control, and 8+ years exp m the admin of WC . .
underwriter openings across the USA PaC Sales Mgr, IT/VP, Sr Account Mgr claims (TPA, Insurer or Risk Mgmt) The City of Henderson, Nevada, Is now accepting proposals shareholder and acquire new
Benefits Consultant, Benefits AE, Life Supervisory exp and management of -Or Workers' Compensation Administration Services until underwriting markets 12 years

Visit us at www.UWJOBS.com Sales Associate Salanes $60K- $125K Fax multi-state programs 3000+ claim 3 00 pm_on August 7, 2000 Please contact the following profitable operating experience

O call us at 972-470-0505 113:520:0526, Call 800-458-9176, Email yolume Please call 1-800458-9176, individual for information regarding the sealed bid procedures and Reply to

partner to help take out 37%

daher,n

MARKETING DIRECTOR

FOR P/C INSURANCE COMPANY
IN MID-ATLANTIC STATE GREAT
OPPORTUNITY FOR ONE WITH PROVEN
TRACK RECORD, A SELF-STARTER,
ENERGETIC, CREATIVE

SEND RESUME TO BUSINESS INSURANCE,
BOX 3131, 740 NORTH RUSH STREET,
CHICAGO, IL 60611-2590

ASSOCIATE CREDIT MANAGER
Dallas, TX

As a Associate Credit Manager for Bank of
America, you will analyze complex
statistical, financial & credit data for

insurance industry, research, monitor & -

analyze financial status of clients &
financial trends and construct complex
transaction models

Requires a Bachelors degree In Actuartal
Science plus 5 years Actuarial experience
Prefer ASA designation with substantial
progress towards completion of FSA
Competitive Salary Send resumes to
Bank of America
Attn Lynn Saratore
231 S LaSalle Street
-231-13-08
Chicago, IL 60697
or e-mall to

Lynn Saratore@Bankamerica com

Assistant Director. Financial Division with a Bachelors in Business, Risk, Safet

Arizona Department of Insurance,
Phoenix, Arizona
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« Risk Management
*'White Pr*ss:onals . Insurance Brokerage
*51¢1* Their ¢dreers" « RMIS Technology
- Safety & Loss Control
» Claims Management

EXeCUtlve » Risk Management Consulting
15 James Street, Main Level,
Recruiters Flomam Park, N! 07932
Call 973-765-9000
. . Fax 973-765-9009
Nationwide  ascasascuour

Temporary Opportunities

RICHARD MEYERS
Be ASSOCIATES. ING

www nnainc.com

Risk Executive

Washington County Health System, a three time Top 100 Hospital
Award recipient and a 230 million dollar non-governmental
healthcare provider, has an immediate opening for Risk Executive
Reporting to the Pres,dent/CEO, this newly created position will

manage safety, secunty and clinical rtsk This represents a

conscious effort to upgrade and integrate these activities into a

comprehensive risk function The ideal candidate will have

experience in all areas, healthcare experience preferred, along

preferred, and five to seven years of progressively increasing

Grade E-2 (exempt), $55,479 $90,000 management responsibility

DOE

The Arizona Department of Insurance seeks
applicants for a new Assistant Director

Hagerstown, located in scenic Western Maryland, is a

family-onented community only 70 miles from Baltimore and

position, responsible for oversight of Washington, D C The area offers a safe, non-urban Westyle with
Arizona's Insurer Solvency Regulation, an abundance of history and a wealth of cultural and recreational

Insurer Licensing and Insurance Premium Tax
Collections Programs The Assistant Director

opportunities Along with friendly people, there are excellent

will manage the activities of the Financial schools and affordable real estate

Affairs Division, including financial
examinations, financial surveillance,
admissions and accreditation maintenance
The Assistant Director will supervise the
Department's Chief Examiner, Chief Analyst
and Compliance Section Manager and will
report to the Deputy Director To be
considered for this position, furnish by July
31, 2000, a resume and cover letter to Sara

:910 NErm «thustreet reLItre 210,nphix,

Arizona 85018 7256
The Arizona Department of Insurance d an
equal opportunity employer that complles
with the Americans With Disabilities Act
(«ADA") of 1990 Candidates that require
accommodation for a disability may contact

the Department's ADA Coordinator at (602)
912-8402

Qualified applicants should submit current resume to

Employment Manager

Washington County Health System
251 E. Antietam St.

Hagerstown, MD 21740

301-790-8500, 888468-6179,
FAX 301-790-9298, TDD 301-790-8501

email: kellerc@wchsys.org
www.wchsys.org

EOE WI/F/DN

O/ %A22//0///A4A4//94*K/*B Yo Yo SMa////4 1

y or Security, Masters

to receive a copy ofthe RFP No 113-99*00

Joanne Renme, Risk Manager
City of Henderson

240 Water, Street, Suite 200
Henderson, NV 89015

Telephone 702-568-8313
Fax 702-566-2664
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Your Erperience Is About To Pay Off.

PLI Brokerage, a national insurance broker and subsidiary of The Chubb
Corporation, Is seeking ambitious, aggressive and expenenced professionals
for various posmons nationwide PLI specializes m niche personal insurince
sales and marketing and offers you the advantages of an entrepreneunal
culture with excepbonal Fortune 500 benefits

Regional And Office lianagerf

Will manage sales and service for one or multiple PLI offices Should have
expenence working with upscale clientele and strategic alliances, including
financial consultants, mortgage lenden, and realtors

Relationship Managers

Looking for highly motivated individuals who can foster new client relation-

ships through partnerships with financial consultants, affinity groups and real
estate businesses

Sales Eiecutives

If you have a stmng entrepreneunal spint and the abllity to bond well with
prospects and clients, determine their needs and provide approonate jervices,
we have a position for you

All candidates should posfesi valid P/C License and expenence m
similar position For Job opportunittes in your area, visit our website at
www phbrokerage com Send resume to Human Resourcef, PLI Brokerage,
25 Independence Blvd, 4th Floor, Warren, NJ 07059 or fax to 908-903-6501
or e-mail to careers@phbrokerage com

Equal Opportunty Employer

HRCentury@hotmail com
or Fax 310-768-0332

R,sk Manager

,- The City of Aurora, lllinois is seeking

qualified applicants for the position of

Risk Manager In the Finance Department

The successful candidate will be flexible in
managing routine to complex aspects of
safety and loss prevention The ability to
work independently, creatively, and
professionally at all times is a must

Primary responsibilities include but are
not limited to ensuring the City's
compliance with employee safety and
health laws, managing the City's safety
and loss prevention programs, overseeing
worker's compensation and liability
insurance programs, developing and
implementing policies and procedures to
prevent injuries and reduce loss,
conducting safety training and meetings,
inspecting work sites for potential safety
hazards, developing capital improvement
recommendations and cost analyses,
negotiating with insurance agencies for
City coverage, preparing and coordinating
various reports and documentation
for investigations, hearings, other
administrative purposes

Requires a bachelor's degree In an
occupational health and safety, business
or public administration, or closely
related field Must have at least 3 yrs exp
in the field of risk management Must
have strong PC skills and a valid driver's
license Mumcipal or public organization
background preferred

Anticipated hiring range from $46,945 60
to $53,539 20, DOQ Excellent benefits
including health, dental, and life

Come m to complete an application or
send resume with cover letter, references,

Pmonal insurance Professional Solutions PU Brokerage,lic and salary history by July 28,2000 Office

Bl's NEXT ISSUE: JULY 10, CLOSING JULY 5

hours are Mon Fri,800am-500pm

City of Aurora

Human Resources Department
44 E. Downer Place

Aurora, IL 60507
Equal Opportunity Employer

When the most talented men and women In the insurance

Looking for a
candidate to

fill the job?

industry want to make a move, they turn to..

ous, ness
Insurance
®

Call 312-649-5340 for Advertising details
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D &O "Absent extraordinary circum- pollcy is rescinded, he said mons for misrepresentabons or fraud, sions and the hmits of the coverage,
stances, the new rules do not appear You cannot rescind (the new poh- "because it's never our Intention to because the new rules may lead to an
to Increase the need to purchase a cy) unless there is fraud in the imtial cover dellberately bad behavior," Mr increase in allegations against audit

Continued from previous page separate D&O insurance pohcy," the apphcation for coverage," Mr Bryan Galban said But most pohcies also committee members, she said

however, the remedy of rescission is letter says said mclude a severabihty clause that re- Claims that revolve around the re-
uncommon and would primanly oc- And the new rules will not hkely So while the pohcy could be re- stnets the exclusions to those direc- statement of financials are more hke-
cur with first-time D&O0 purchasers increase the use of rescission by m- scinded if the financial statement tors or officers who knew about the ly to brmg a threat of rescission from
or first-time excess D&O0 purchasers, surers, Aon says - fraud or misrepresentation, he said Insurers, said Wayne Borgeest, a
or when significantly mcreasmg lim- "Rescission remains an extreme Consequently, an independent di- partner m the msurer law firm of

its In such instances, main form ap- remedy for carners that, absent par- 'Any time new rules are rector would not be excluded from Kaufman Borgeest & Ryan in New
cati arranties may be ticularl dama acts, is a d.lf‘i1 " erage if a misrepresentation was
Rl ea et M Lo N’ U e h argairshEGBo s WHICH t prevail,” introduced, you need made in a pohcy apphcation. Mr One of the issues with respect to

deciding to underwnte the risk the letter says to be circumspect,’ Galban said companies that restate their finan-

Again, even in this instance, res 'ﬁ If a pohcyholder is stlll womed "Any time new rules are mtro- cials is that directors face a risk of 11-
sion Is a remedy of [ast resort.” the abou any mereased exposure, its ex_ says Carol A.N. duced, you need to be circumspect abihty and seek coverage under a
letter says istmg pollcy can be ' 'tweaked" to Zachdrias of CNA Pro. and make sure that the audit com- D&0 poIIcy, and the threat of rescis-

Wilhs does not recommend that give more protection to independent mittee comphes with the new rules,” mon is part of this," Mr Borgeest
pohcyholders buy additional cover- directors, said Kenneth Ross, director said Carol A N Zacharias, general said
age, but it does urge them to review of Aon Financial Services Group Inc counsel at CNA Pro, a New York- When companies restate their fi-
their pohcies and the extent of any in New York that was included in the application based unlt of CNA Financial nancials, underwriters are more hke-
severability clauses and to consider "I don't think that you need to buy was restated, an underwnter wlll not But, in the event that all the rules ly to say that there was a matenal
whether they need to increase their a separate pollcy,” Mr Ross said be able to rescind the pohcy if finan- were not comphed with-if, for ex- misrepresentation in the application
hmits to address the increased expo- In most cases, the increased expo- cial statements for subsequent years ample, an audit committee lacked a and attempt to rescind the policy, he
sure, the letter says sure willl hkely be covered by existing are restated, he said sufhcient number of quahfied mem- said

If a pollcyholder is stlll womed D&O pohcies, said Marsh's Mr Kop- The pohcy is underwntten by a re- bers- the failure of a director or of- Although rescission is still uncom-
about the possibillty of rescission, it per cently formed company, Global Risk flcerto follow the rules would prob- mon, it is effectively used as a threat

could set up an individual trust ac- But Marsh says that some pollcy- Specialists, and supported by Swiss ably fall within the definition of a by msurers in claims settlements, Mr
count for each of its audit committee holders may want to buy its new pol- Remsurance Co and Liberty Mutual wrongful act under a traditional Bor%\e/est said o
members, said the author of the icy Insurance Co, Mr Bryan said The D&O policy, Ms Zacharias said hen D&O policies incorporate
W11Ils letter, Susanne Murray, senior "We are not saymg that rescission average premium w111 be about And the failure to follow the rules broad severability clauses, there IS
vp and national D&O habihty prac- iS hkely or that underwnters intend $2,000 to $5,000 per $1 milhon of would hkely be added to other alle- much less hkehhood that a pohcy can
tice leader in New York to use rescission as a tool for all fi- coverage, he said gations, she said be rescmded, Mr Borgeest said "But
"That would be solely for the de- nancial restatement issues But we The pohcy acts hke a diference- "While there's no doubt that a vio- there are quite a few pollicies out
fense costs m the unlikely and are saying that it is somethmg that i is in-conditions pohcy, covering the lation of audit committee rules could there that do not have severablhty "
strange event that a D&0 p011Cy IS on underwnters' radar screens," Mr gaps in an underlying D&0 pohcy, form the basis of an action against a National Union Fire Insurance Co
rescmded,"” Ms Murray said Kopper said Mr Bryan said director alleging breach of hduciary of Pittsburgh, Pa, mtroduced sever-
Aon, in its letter, dated June 15, The new Marsh pohcy, which was The Marsh pollcy is "extremely duty, what's more hkely is that those ability into a D&0 wording released
agrees that the new rules could lead introduced last month, is designed to contingent coverage," said Tony Gal- allegations wlll be added as addition- in February to address fears of
to increased exposure offer more protection to Independent ban, vp and D&O underwnting man- al alleged transgressions in the m- rescission, said John Keogh, presi-
"These new rules enable plaintifs directors of boards, said Don Bryan, ager at Chubb Executive Risk in creasing number of financial fraud dent of the Amerlean International
to, at least, plead a more-persuasive a managmg director at Marsh m Simsbury, Conn cases,” she said Group Inc unit
case for director wrongdoing and, Chicago Rescission of D&0 pohcies is ex- Nevertheless, policyholders should Previously, National Union did not
thus, may result in not only a higher The pollcy covers the personal ha- tremely rare, and most insurers use it review their D&0 coverage in hght of include severability clauses in many
frequency of cases against comttee bility of directors and would apply to only as a last resort when pohcyhold- the new rules, Ms Zachanas said of its policies
members but also larger settle- any type of claim made against an ers are blatantly fraudulent, Mr Gal- Directors and officers should "We are trylng to address the expo-
ments," the Aon letter says audit committee member, Mr Bryan ban said check to be sure there is a severablll- sure that has developed over the past
But existing D&O pohcies should said The new pohcy has strength- "I've seen a handful of rescissions ty clause in their policy that would 12 months," Mr Keogh said, noting
cover the increased exposure, Aon ened wording that should cover a m the past 10 years," he said protect directors who act in good the National Union rarely attempts to
says board member if an existing D&0 Many D&O0 policies have exclu- faith and should review other exclu- rescind D&O policies En

- competition practices by Dec 31, 2005," the form program to adapt our legisla- their tax,- Mr Butterworth said
‘ a pt I Ve S Under OECD guidelines, a mem- OECD report said tive and regulatory environment to "Once results are declared, if there's
ber country must eliminate by April "We consider that we wall contin- meet the rapidly changing needs of any profit, 90% has to be chvidend-
Continued from page 2003 any features of its tax system ue to cooperate and have dialogue the global economy So, as far as we ed back to the U K So the U K IS
cal Affairs The OECD s report iden- that the OECD regards as harmful with the OECD over the next 12 are concerned, the OECD report is onIy gaining from that In my opin-
tifies jurisdictions that fit critena to competition A grandfather clause months," Mr Butterworth said already outdated " ion, ‘that's not harmful at all But |
the group outimed m 1998 to identi- for taxpayers benefiting from such ' The problem with the OECD is "On international tax practices, don't think the OECD understands
fy tax havens The OECD, which tax preferences requires that those they've asked us to sign up to some we support the OECD aim of creat- that "
comprises 29 nations, including the benehts must be removed by the end vague commitments, but they ing fair tax competition, even "It's possible (that), in the follow-

United States, seeks to develop and of 2005 haven't told us what, precisely, they though its work is still clearly at a ing 12 months, we can convince

improve international economic and The recommendations also call for want " preliminary stage," said John Cash- them of this," he said

social pohcy a dialogue with non-OECD coun- Offering Gibraltar's perspective en, chief finance officer of the Isle of Rather than tax-structure issues,
Six jurisdictions, including Ber- tries on how they would apply the on the OECD's list, Paul Savignon, Ma Mr Eldridge said he beheves the

muda and the Cayman Islands, guidehnes To counter the spread of chairman of Norwich Union Gibral- There is a long way to go before OECD's real concern is the ellmina-

avoided inclusion on the list by the harmful tax practices, the guide- the international community speaks tion of financial secrecy

making what the report called "a lines set out criteria for identifying with one voice,” Mr Cashen said "From the insurance industry

pubhe political commitment at the tax havens Those criteria Include  'If the two big domiciles We see not only discrepancies be- point of view, if what they want is

highest level to eliminate therr having no or only nominal taxes,
harmful tax practices and to comply having a lack of effective exchange

tween international bodies, but be- exchange of tax information, | don't

were on the list, then | tween influential member countries think we'd have a problem with that

with the principles of the 1998 re- of information, having a lack of believe it would have of the OECD itself * at all," Guernsey's Mr Butterworth
£ transparency and attracting bum- In the report, the OECD notes that said

P i not overly concerned,” said ness with no substantial activities more of an effecti' says its goalls nottopromote theharmo- While notmgthat it's still tooear-
Stephen C Eldndge, a tax attorney, Steve Butterworth, director of in- W. Scott Frazier. nization of income taxes or tax ly to draw solid conclusions, Mr
certified pubhc accountant, and surance m Guernsey, said he wasn't structures, nor is it to dictate the ap- Frazier said it's possible the "tax
captive expert at the Eldndge Law surprised to see his jurisdiction in- propnate level of tax rates haven” designation could cause a
Firm in Weston, Conn "Look at cluded on the OECD list "We fully Rather, the proiect IS about en- handful of captives owned by US-
what's happened Bermuda and expected to be on this initial hst," he tar and managing director of Euro- stmng that the burden of taxation is based parents to redomesticate on-
Cayman were not on that 11st said pean Insurance Management Ser- fairly shared, and that tax should shore from offshore domiciles

"And | believe that if you look at "This is a technical hst," Mr But- vices Ltd, said "l don't think it'S not be the dominant factor m mak- "There are the odd two or three

the tone of that report, these colin- terworth said "It's not the blackhst got anything to do with captives ing capital allocation decisions," the companies that might move because
tries are being asked to present a That comes out in 12 months' time " necessarily | don't believe that it's report said "The pro |éect is focused of perception," Mr Frazier said
plan to bring their countries m line Indeed, the current report, pre- detnmental " on the concerns of OECD and non- "But then, if they were concerned
with international standards,” Mr sented June 26 at the OECD's 2000 "It's a change that all finance cen- OECD countries, which are exposed about that perception, they proba-
Eldridge said "l find it hard to be- Ministerial Council Meeting, notes ters will have to go through," Mr to significant revenue losses as a re- bly wouldn t be offshore in the first
heve that a place like Barbados that its tax haven 11st isn't intended Savignon said "Gibraltar is cooper- sult of harmful tax competition " pla

wnll not be able to comply and re- to reflect the committee's technical ating to the hilt with OECD Gov- But several observers note that, In general Mr Butterworth sug-
solve any issues After all, the Unit- conclusions or serve as the basis for ernment policy on it is, Gibraltar typically, captive income is taxed gested fallout from the report hkely
ed States has an income tax treaty any coordinated defensive measures w111 not trailblaze " and that captives are rarely formed Mil be minimal _ _
with Barbados " Instead, the group w111 develop a "We don't beheve that by not be- solely for tax purposes We're not getting partlcularly

"I the two big domiciles were on further "List of Uncooperative Tax ]ng within thehst of those six (coop- In the case of U S companies, excited at this stage," he said "I
the list, then | beheve it would have Havens" for that purpose erating countries), Gibraltar is say- "virtually all captive income is cur- don't think there will be any effects
more of an effect,” said W Scott That group of lunsdictions-those ing it won't cooperate," Mr Savi- rently taxed," noted Mr Eldridge, a on the captive mdustry "
Frazier, drrector of Aon Insurance that choose not to ehminate what gnon said "At the moment, there's a tax attorney "Most captives that are In fact, we're getting more in-
Managers (USA) Inc, in Burhngton, the OECD regards as harmful tax lack of definition as to what 'ex- offshore choose these places for reg- qumes " Mr Butterworth said "I've
Vt "But I'm not so sure that even if practices"could be the sublect of a change of information' means ulatory reasons ' had an mquiry from a leading msur-
they were on the hst, if the big domi- coordinated approach to defensive "The OECD has set a tune scale of "There would be aUS tax in any ance company today for setting up a
ciles had just ignored the OECD, measures," the report said 12 months before it sets its blacklist, event," he said, noting that if an off- protected-cell company "
what impact this might have" "The commitment necessary to and | can assure you, Gibraltar shore captive elected not to pay fed- 'l get the feehng that whatever

In 1998, the OECD pubhshed a re- avoid inclusion on the List of Unco- won't be on it," he said eral income tax, it would likely be the OECD issues truly are, the pop-
port, "Harmful Competition An operative Tax Havens is a publle po- The Isle of Man government is- sublect to a federal excise tax _ ular captive domiciles will b_e able
Emerging Global Issue," that estab- btical commitment by a jurisdiction sued a statement June 26 saying "If you look at what happens in to, and wlill want to, bring their laws
hshed an international framework to adopt a schedule of progressive "After two years of preparation, we the UK, if it's aUK parent of a into OECD conformity," Mr E|-
to counter the spread of harmful tax changes to eliminate its harmful tax embarked last week upon a tax re- Guernsey captive, the U K is getting dridge said
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Insurers’' client

a matter of policy

| was astonished last week to hear someone ask a group of in-
surance company marketing professionals: "Is the insurance
company's customer the agent or the policyholder?"

| was even more astonished to hear several people vehemently
answer: "The agent.”

| thought the answer to the question "who is the insurance
company's customer?" had been answered years ago. And |
thought the answer was an undisputed endorsement of the "the
policyholder" as the ultimate customer.

The setting for this exchange was the annual meeting of the In-
surance Marketing Communications Assn., where | was moderat-
ing a panel on e-commerce in the insurance business. The mem-
bers of IMCA are the marketing and cornmunications specialists
for primarily property/casualty insurance companies, some of
which write commercial lines and others which are personallines
specialists.

The questioner was the previous speaker, who at the end of his
keynote address was nicely setting the stage for our panel discus-
sion on trends in e-commerce-that is until he endorsed the
pim)osition that it is the agent rather than the policyholder, who
is the customer of the insurer.

| am adamant that the insurance company's customer is the
policyholder. Of course, the agent or broker can be an indispens-

able member of the team handling a compa-
ny's or individual's risk management needs.
The bottom line is, it is the policyholder that
foots the bill for the premium and it is the
policyholder's assets that are protected by
the insurance policy. If there is a loss, the
check is made payable to the policyholder.
Therefore, it seems obvious that the policy-
holder is the ultimate customer.

The agent/broker's obligation to place a
client's insurance with the company best
suited for the policyholder, not the agent,
also supports my position.

Even the current mantra among insurance
brokers that they are evolving into advisers and consultants from
intermediaries for the insurance transaction reinforces my posi-
tion that the insurance company's client is the policyholder, not
just the agent/broker.

Indeed, Business Insurance was founded in 1967 on the premise
that the policyholder is the ultimate client and those buying com-
mercialinsurance needed more information about the insurance
business to make informed purchasing decisions.

Those who still consider the agent the insurance company's ex-
elusive customer are holding on to the notion that without the
agent to "produce"” the business for the insurer, there would be no
policyholders. Therefore, they conclude that the agent is the cus-
tomen

Of course, insurance companies that accept business from
agents and brokers should consider them customers. But insur-
ance companies should realize their more important customer is
the policyholder, who is also a customer of the agent or broker.

| should have expected that the agent- vs. policyholder-as-
client debate would surface again as insurers, brokers, policy-
holders and e-commerce gurus explom how the Internet's "bet-
ter-quicker-cheaper" applications can improve insurance-related
transactions, both in personallines insurance and commercial in-

After all, the Internet can put the policyholder and insurer to-
gether without the help of any agent. There is an explosion of
dotcom companies seeking to carve their niche in insurance cy-
berspace, some of them seeking to bypass the agent/broker. I'm
convinced that the next generation of consumers will certainly
buy their homeowners insurance and auto insurance over the In-
ternet. And | suspect some will use agents and others won't.

As for commercialinsurance and reinsurance transactions, |
can imagine some commodity insurance products being pur-
chased over the Internet, even directly by risk managers.

The real promise of the Internet is its ability to reinvent how in-
formation is exchanged and how policyholders are serviced by
their bmkers, insurers, third-party administrators and advisers.
There also are much needed efficiencies to be gained in informa-
tion exchanges between insurers and their agents and brokers.

I don't have a lot of confidence in my ability to foresee how the
Internet will change the way insurance is marketed, purchased
and serviced. | am sure, though, that the e-commerce companies
that keep their eye on the policyholder as the insurance compa-
ny's ultimate customer will be the winners in the long run.

Publisher and Editorial Director Kathlyn J. Mcintyre's com-
mentary appeansfortnightly and at www. businessinsurance.com.
She can be reached at kmcintyre@crain.com
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them--over coverage decisions. The
new Senate approach would not,
however, expand liability nearly as
much as a measure the House passed
last year.

To date, however, Senate and
House conferees have been unable to
work out differences in those origi-
nal patient rights proposals. The
amendment's significance, however,
may lie more in signaling that Sen-
ate Republicans are willing to accept
some expansion of liability in man-
aged care legislation rather than in
any chance that expanded liability
will be approved this year.

Although the appropriations bill
was approved in the Senate by a 51
to 47 vote on Friday, it has to be rec-
onciled with the House appropria-
tion measure and faces a possible
presidential veto over unrelated pro-
visions in the legislation that would
delay promulgation of an er-
gonomics standard by the Occupa-
tional Safety and Health Adminis-
tration.

The idea of expanding health care
plan liability may ultimately be de-
termined by the legislative calendar,
as the July 4 recess and looming po-
litical conventions occupy lawmak-
ers' time.

"l think the prospects for enact-
ment of a patient's bill of rights re-
main clouded. Time is running out in
this short session of Congress," said
Frank McArdle, a consultant with
Hewitt Associates L.L.C. in Wash-
ington. "Partisan differences domi-
nate the debate, and there is uncer-
tainty as to whether a sufficient
number of House Republicans would
vote for a bill like this. And even if
House and Senate Republicans agree
on the measure, it could still face a
presidential veto," he said.

"But the action is significant be-
cause for the first time in this long
debate the Senate has approved lan-
guage allowing health plans to be
sued for denial of coverage in feder-
al court,” as well as permitting suits
against employers that act as the fi-
nal decision-makers in claims re-
quiring a medical judgment, Mr.
McArdle said. "But participants
would first have to exhaust all inter-
nal and external appeals" before
they could sue, he noted.

The amendment would change the
Employee Retirement Income Secu-
rity Act by creating a "cause of ac-

tion relating to denial of a claim for
health benefits" that resulted in

death or "substantial harm"” to the
participant. This would cover both
failure to comply with external re-
view or a wrongful determination
resulting in delay in providing bene-
fits by a designated decision-maker.
Decision-makers are defined as

Limit
Continued from page 2
ers proved amenable.

AmMmid speculation that Limit
shareholders were, in fact, pushing
for the board to accept the highest
cash offer, Mr. Agnew announced
that Limit would agree to QBE's bid
of 140 pence per share. The QBE of-
fer was accepted on the grounds
that it was significantly higher than
any Wellington offer and that QBE
was more likely to be able to deliver
an offer, Mr. Agnew said in his
statement.

Wellington Chairman lan Ag-

new-who is Nnot related to

Jonathan Agnew-said that, in the
interests of its own shareholders,
Wellington was not likely to make a
higher offer.

"The board of Wellington greatly
regrets that Wellington's proposed
acquisition of Limit is now unlikely
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those people who have "exclusive
authority" to make coverage deci-
sions.

The amendment would ban puni-
tive damages and the filing of class
actions against health care plans. Al-
though litigants would be entitled to
unlimited economic damages, non-
economic damages-such as awards
for pain and suffering-would be

'1 think the prospects for

enactment of a

patient's bill of rights

remain clouded,' says
Frank McArdle.

capped at $350,000.

Even the limited scope of the pro-
posed liability, however, worries
some employer representatives.

Kate Sullivan, director-health
care policy for the U.S. Chamber of
Commerce in Washington, expressed
concern about the expansion of lia-
bility contained in the Senate
amendment. "Employers ought to be
very nervous" about the willingness
of previous foes of expanded liabili-

ty to back some liability expansion,
she said.

The amendment contains"more li-
ability than we can ever feel com-
fortable with," said Neil Trautwein,
director-employment policy for the
National Assn. of Manufacturers in
Washington.

Hewitt's Mr. McArdle said that
"even if nothing happens this year,
the issue will certainly be taken up
again next year. With this new Sen-
ate action, the bar has been raised,
with liability being a starting a
point."

Meanwhile, the House proposal to
exempt doctors from federal an-
titrust laws in their dealings with
health care plans also faces an un-
certain future.

Although the Quality Health Care
Coalition Act won House approval
by a 276-136 vote early last Friday
morning, no companion legislation
has been introduced in the Senate.

Proponents of the measure, which
was drafted by Rep. Tom Campbell,
R-Calif; claim that an antitrust ex-
emption would allow physicians to
band together and better promote
their patients' interests while im-
proving the bargaining position of
independent physicians when nego-
tiating with large managed care or-
ganizations.

Opponents of an exemption,
which include many employers and
the U.S. Justice Department, argue
that the measure would allow doc-
tors to form cartels and drive up the
cost of health care without increas-

ing its quality.

to proceed," he said. "The combina-
tion of Wellington and Limit would

have created a leading independent
force within the London insurance

market, generating substantial ben-
efits for shareholders, clients and

'The combination of

Wellington and Limit

would have created a

leading independent
force,' says lan Agnew.

employees." But Wellington may
yet step in to buy Limit if the QBE
offer falls through, market sources
say.

An announcement of a formal of-
fer is expected from QBE soon.
Frank O'Halloran, QBE's managing
director and chief executive officer,

The American Medical Assn., the
chief proponent of the measure,
hailed the vote as a "milestone victo-
ry for America's physicians and their
patients.” The measure "provides a
much-needed counterbalance to the
growing power of insurers as they
merge and use their ever clout to dic-
tate medical decisions,” the AMA
added.

But, as with the patient rights leg-
islation, foes of the antitrust measure
hope that the dwindling legislative
calendar will not allow further ac-

tion on the measure.

cian antitrust exemption had ebbed
in the weeks before the vote, noted
the Chamber's Ms. Sullivan.

"It is closer than where we were

about four weeks ago. | think people
really started realizing what is in
and what is not in the this bill vs.
what they don't like about managed
care," she said.

"We are going to be letting the full
Senate know that we have great con-
cerns about this moving forward.
More importantly, we've going to
continue to watch what's going on in

the managed care conference," she
said. Ms. Sullivan said that "a lot of

the debate" late last week focused on
perceived flaws with managed care.

The NAM's Mr. Trautwein said,
"We'11 have to take a lot of care to
make sure that the Senate doesn't
take the wrong conclusions from the
House vote.”

He said he wasn't certain of the

short legislative calendar's impact.
"This time of year, if experience
teaches us anything, it's to be ex-
tremely wary-anything and every-
thing could happen yet."

The vote on the antitrust exemp-
tion came less than a week after the
American Assn. of Health Plans, a
Washington-based trade group rep-
resenting managed care plans, re-
leased a study that claimed the
Campbell bill could increase health
care expenditures by $141 billion
over a five-year period.

The AAHP study projects that pri-
vate health care costs would increase
about 8.6% by 2004. The study also
predicts that passage of the legisla-
tion would add about 3 million peo-
ple to the ranks of the uninsured by
2005.

The survey's estimate of the costs
of the measure are considerably
higher than those projected by the
Congressional Budget Office in an
analysis released in mid-May.

James Langenfeld, director of
LECC, an economic consulting firm
in Evanston, lll., and co-author of
the new survey, said the disparity
stemmed from the CBO's use of
overly optimistic assumptions, par-
ticularly regarding the percentage of
eligible physicians who would take

advantage of the antitrust exemp-
tion. EIll

said in a statement that he is
"pleased with the outcome of nego-
tiations."”

Last summer, Limit rejected a bid
from QBE of 170 pence ($2.57 at the
current exchange rate) per share; in
March of this year, it began pursu-
ing a merger with Wellington to cre-
ate a new company, Ensign Under-
writing P.L.C. After those plans
were scuttled by QBE's interven-
tion, the Limit board consistently
and vehemently rebuffed QBE's ad-
strongly supporting
Wellington's offers.

A spokesman for the U.K. Assn.
of Insurance & Risk Managers said
it was too early to comment on the
effect that a merger between QBE
and Limit might have on insurance
buyers.

Last year, QBE acquired Iron
Trades Insurance Co. Ltd., the Unit-
ed Kingdom's fifth-largest employ-
ment practices liability insurer, for
£175 million ($264.6 million). M

vances,
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dicted the commissioner's earlier than $8 million in campaign con-
statements that he did not person- tributions from insurers, according

ally participate in negotiations to The Foundation for Taxpayer &

Contmued from page 1 over contributions to the founda- Consumer Rights, a Los Angeles-
Mr Webb said tions based group headed by consumer
Mr Quackenbush had been con- advocate Harvey Rosenfield The
Wednesday, a day before he was sidered a rising star in California's commissioner continued to receive
expected to be grilled by the As- Republican Party and was expect- insurer campaign contributions af-
sembly Insurance Committee The ed to seek higher office when his ter his re-election to office in 1998,
committee, investigating the alle- current term expired in November even though state law prohibited
gations against Mr Quackenbush, 2002 him from seeking re-election after
was collecting evidence for poten- When the investigations began, his current term expired, according
tial impeachment proceedings Mr Quackenbush characterized to the foundation
stemming from the use of assets the hearings as a political witch
held by a foundation that was cre- hunt by Democrats But as the bush often sided with commercial
ated to aid victims of the 1994 hearings continued, Republican policyholders, said Wilhe Washing-
Northridge earthquake legislators were among Mr Quack- ton, legislative director for the
Earlier last week, an Insurance enbush's harshest critics and Sacramento-based
Department staff attorney testified toughest questioners They did not Manufacturers & Technology Assn
before the Assembly Committee come to his defense There were very few instances
that Mr Quackenbush directed When the commissioner finally when the association sought Mr
staff lawyers to collect $4 million resigned, he provided little expla- Quackenbush's support and did
from settlements with title insur- nation In his June 28 letter to the not receive it, Mr Washington said
ers The money was to be used to California secretary of state, the Gov Davis now must pick a new
buy media advertising featuring commissioner merely stated, "Il commissioner to finish Mr Quack-
the commissioner hereby resign my position as msur- enbush's term, and the Legislature
Another department attorney ance commissioner of the state of must confirm the appointment
also testified last week that senior California, effective July 10, 2000 "
aides to the commissioner directed Mr Lockyer, the attorney gener- surfaced in Sacramento as poten-
her and others to shred documents al, issued a statement saying he tial candidates to fill the vacancy
related to settlements with insurers would continue his investigation One person whom insurers and
over Northridge quake claims and seek criminal prosecution, if business leaders like is state Sen
Legislators and state Attorney appropriate Patrick Johnston a member of the
General Bill Lockyer began inves- After Mr Quackenbush's resig- Senate Insurance Committee He
tigating the commissioner after al- nation, several insurance industry earlier served as chairman of the
legations surfaced that Mr Quack- associations also issued statements Assembly Insurance Committee
enbush allowed personal-lines in- "We encourage Gov Gray Davis and the Senate Industnal Relations
surers to forge paying around $ 1 to quickly appoint a new commis- Committee, which oversees work-
billion in potential fines for im- sioner who can restore the integm- ers comp regulation
properly handling earthquake ty and credibility to the office that In those positions, he authored
claims (BI, June 12) is essential to both insurers and bills that showed an understanding
Instead, the insurers were en- consumers," said a statement from of the financial complexities of in-
couraged to donate $12 8 million the National Assn of Independent surance, Mr Webb said
into a foundation created by the Insurers
department A judge recently froze The Sacramento-based Assn of fair to commercial policyholders,
the assets of the foundation after California Insurance Cos said It Mr Washington added
finding that its money was mis- was disappointed the commission-
spent (BIl, June 26) er had been forced to resign, be- "honored" but thought the gover-
According to testimony m the cause consumer confidence m the nor would "first choose a profes-
legislative hearings, substantial regulatory system will suffer sional regulator rather than some-
amounts went to political consul- The ACIC said it supported Mr one from the polltical realm "
tants and others who arranged for Quackenbush's election "because Meanwhile, legislation that
public- service television adver- we agreed with his free-enterprise would allow the reopening of liti-
tisements featuring the commis- philosophy " But the ACIC added gation for Northridge quake-relat-
sioner A portion of the money also that "his resignation is disappoint- ed claims has passed the Senate
allegedly went to a football train- ing but understandable, given what S B 1899, authored by Senate
ing camp attended by Mr Quack- has transpired-according to pub- President Pro Tem John Burton, D-
enbush’s sons lie testimony-at the Department San Francisco, does not distinguish
Some of the Insurance Depart- of Insurance " between personal and commercial
ment staff's testimony has contra- Mr Quackenbush received more property claims

The commissioner resigned last

His troubles aside, Mr Quacken-

California

So far, a number of names have

The state senator also has been

Sen Johnston said he would be

reimburse plans for 30% of expenses the expanded Medicare program

that fall between $1,250 and $1,350, But, rather than allowing employ-
50% of costs between $1,350 and erstopocket the savings, the 19881aw
$1,450, 70% of costs between $1,450 required them to distnbute savings to
benefit programs they now have," and $1,550, 90% of costs between retirees, either by enriching other
said Peter Riemer, a consultantin the $1,550 and $2,350, and 90% of costs benefits or providing cash, ma "mam-

New York office of Watson Wyatt exceeding $7,000
Worldwide

Medicare

Cont:nued from page 2

tenance of effort" provision
The Chnton administration's plan None of the prescnption drug pro-

Currently, prescription drug cover- would take a somewhat differentap- posals mcludes any such requirement
age makes up roughly half the cost of proach m regard to both the design of Instead, because of the subsidies,
a typical employer health plan offered the prescription drug benefit and the "employers would have a strong fl-
to Medicare-ellgible retirees Benefit employer subsidies
consultants estimate that the Thomas Under that proposal, Medicare» said Frank McArdle, a consultant m
bill, for example, could cut employers' rather than Insurers-would offer Hewitt Associates' Washington office
health care costs for Medicare-ehmble prescnption drug coverage, with Others, though, say it remains to be
retirees by between 10% and 35% Medicare initially paying half of the seen whether employers would, in

That cost savings would be first $2,000 of a beneficiary's expens- fact, retain coverage "l don't think
achieved through a "remsurance" es That limit would gradually nse to anyone knows the answer to that,"

mechanism that is an integral part of $5,000 by 2008
the Thomas bill

nancial incentive to retain coverage,

said Mary Case, a principal with Unih
Employers whose retlree health Network, a unit of Pricewaterhouse-
Under the bill's standard prescrip- care plans offerprescnption drug cov- Coopers LLP m New York
tion drug plan, which could be offered erage at least equal to Medicare's Some employers, for example,
either by pnvate insurers or directly would receive cash payments from the might terminate coverage and, In-
by employers, a beneficiary would government roughly equal to $200 per stead, reimburse retirees for a portion
pay the first $250 of prescription drug retiree and ultimately increasing to of retirees' prescription drug premi-
bills The next $2,100 would be shared about $350 per retiree, according to ums Through such an approach, em-
equally by the beneficiary and his or estimates earher made by Hewitt As- ployers' hability for retiree health care
her health care plan, and prescnpbon sociates LLC
drug expenses over $6,000 would be Providing subsidies to employers amount, pointed out Nick Vasilopou-
fully covered by the plan that offer prescnption drug cover- los, leader of managed pharmacy con-
In addition, employers and insurers age-whether through reimburse- sulting with Wilham Ivl Mercer Inc m
could offer plans that were the "actu- ment of a portion of costs or simple New York
anal equivalent" of standard plans per-retiree payments-sharply con- But, Mr Vasilopoulos cautioned, al-
For example, a plan could have a trasts with the approach Congress though employers ought shave retrree
higher deductible if It covered a took when it last expanded Medicare health care plan costs if Medicare cov-
greater share of the costs above the Under 1988 law-repealed after ers prescription drug costs, some of
deductible one year-Medicare was expanded to those savings could be offset by high-
Regardless of whether an employer cover a much greater portion of bene- er taxes that might be needed to fund
or Insurer uses the standard plan or ficianes' hospital and physician ex- the new benefits
one that is equivalent, it would be eli- penses That change allowed employ-
gible for Mechcare subsidies ers to cut back on retiree health care and that funding could come from
In a standard plan, Medlcare would plans so their plans did not duplicate other taxes," he said

costs would be hmited to a fixed

"Medicare costs have to be funded,

UPDATES

Comp losses worse than thought

Continued from page 2

The Boca Raton, Fla -based NCCI's update of its April estimates
found that the 1999 accident-year combined ratio climbed to
134 6% from 130% estimated in April for losses from accidents
only in that year, regardless of when claims were paid The com-
bined ratio for the 1999 calendar year detenorated to 116 8% from
115% estimated in Apnl for all losses paid m that year, regardless
of when the accident occurred

"The announcement of these new numbers only re-emphasizes
the speed at which the market is declining The negative develop-
ments that we are seeing suggest that the final numbers for acci-
dent-year 1999 could be even worse than these estimates," said
NCCI President and Chief Executive Officer Bill Schrempf

Among the factors Mr Schrempf identified as having a negative
impact on the market were excess capacity driving competitive
pricing, an increase in assigned-risk applications, rising claim
costs, pending state or federal proposals for benefit increases, pro-
posed rollbacks of legislative workers comp reforms, and chal-
lenges to the workers comp system as an exclusive remedy for in-
Jured workers

One favorable development is a 24% drop in the frequency of
workplace injuries between 1990 and 1999, though it is unlikely
that decline can continue indefinitely, he said

Deal boosts asbestos trust assets

DENVER-The trust that owns most of Johns Manville Corp
will see its assets swell and ItS ownership shrink under a $3 bil-
lion leveraged buyout of the roofing-products manufacturer

The proposed purchase of Denver-based Manville by Hicks,
Muse, Tate & Furst Inc and Bear, Stearns & Co would pump $1 6
billion into the Manville Personal Injury Settlement Trust The
trust, which currently owns 76% of the company, would be given
an 8 5% stake under the new ownership

The trust was established to pay claims to victims of asbestos-
related ailments blamed on products manufactured by Manville
Thousands of asbestos-related claims have been filed against
Manville, which declared bankruptcy in the early 1980s

The trust has paid approximately $2 3 billion to settle around
300,000 asbestos claims and its habillties remain at about $20 bil-
lion Claims are expected to continue to be paid until around 2049,
according to David Austern, general counsel for the trust

As of May 31, the trust's assets stood at approximately $956 mil-

lion

Aetna U.S. Healthcare fined

PHOENIX-Aetna U S Healthcare Inc has agreed to pay a
$10,000 fine for violating numerous provisions of a 1998 Arizona
law that gives health plan members the right to appeal their plans'
coverage decisions

The fine is the maximum that state insurance regulators could
have imposed for unintentional violations, an Arizona Insurance
Department spokesman said

The settlement over Aetna's violations, which largely involved
group plans, is the first that regulators have secured as they assess
how well plans are complying with the law Regulators found that
Aetna U S Healthcare routinely failed to complete expedited
medical reviews of urgent cases on time, to explain its formal cov-
erage review decisions to plan members and to inform plan mem-
bers who were denied coverage that they could seek external in-
dependent reviews of their cases

An Aetna spokesman said the problems were procedural and not
substantive He also said the National Council on Quality Assur-
ance awarded the plan with a three-year accreditation in the
midst of the 13-month audit process

Briefly noted

The District of Columbia's City Council has given preliminary
approval to a package of insurance reforms, including a broad
commercial insurance deregulation bill and a measure that would
establish Washington as a captive domicile Final council approval
of the reforms is expected July 11, but the legislation must under-
go congressional scrutiny before taking effect The National
Assn of Insurance Commissioners this week formally approved a
resolution establishing July 1, 2001, as the new deadline for insur-
ance-related companies to implement the consumer privacy regu-
lations that the NAIC is drafting The regulations are required by
the Gramm-Leach-Bliley Act The resolution, which extends the
compliance date from Nov 13, 2000, makes state regulators' dead-
line for insurance-related companies identical to one federal au-
thorities previously adopted for the banking and securities indus-
tries Connecticut's newly appolnted insurance commissioner Is
Susan Cogswell, the state Insurance Department's former chief of
staff and spokeswoman She replaces George M Reider Jr, who
voluntarily retired to pursue other activities, including teaching,
according to the office of Gov John Rowland President Clin-
ton signed into law on Friday a measure that gives electronic sig-
natures the same legal status as their traditional ink counterparts
under most circumstances Moody's Investors Service Inc has
downgraded its financial strength rating of Reliance Group Hold-
ings Inc. to Bae from Baa2 The Hartford Financial Services
Group will change the name of its runoff unit next week to Hori-
zon Management Group L.L.C. from ITT New England Manage-
ment Co Inc The name change is intended to reflect the third-par-
ty runoff services the company offers
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| MARRIOTT'S DAVENPORT RETIRES Arnold sion mformation through the Internet was ex- lawsuit a greater threat to the gun Industry than the tobacco mdustry Other factors, s+<" 2 =<
Davenport, a former Bus,ness Insurance Risk pressed by employees aged 18 to 24, of which the numerous suits filed by cities, according to posure to asbestos, carcinogenic plastics and
Manager of the Year, is retiring after 23 years 38% wanted onhne access. That compares with the New York attorney general's office Those fumes-and not 30 years of smolang-caused
at Marriott International Inc, Bradley R Wood, 35% of employees aged 35 to 49 who wanted lawsuits assert that gunmakers have been negh- Clyde Anderson's cancer, the jury ruled, ac-
who is vp-risk management for the Washing- the access, 32% aged 25 to 34,29% aged 50 to gent, whtch is a harder standard to prove cording to attorneys in the case The decision
ton-based company, succeeds Mr. Davenport 64, and 28' 0 over age 65. The survey of 1,013 shows that these clases ar(? truly !nd|V|dua|, and
Mr. Davenport, who employees nationwide was conducted m June h FEMA EVALUATES EROSION COSTS Exposure you cannot determine habihty without loolang
rettres June 30 as se- for CIGNA by Bruskin Audits & Surveys to erosion losses should be taken Into account at the mdividual
mor vp-risk manage- Worldwide. when National Flood Insurance Program rates facts of each case," r
ment, said he plans to ) are set, according to a report issued last week by said Michael York, a )
“pursue a personal Me | P/C NET INCOME DOWN A variety of factors the Federal Emergency Management Agency lawyer representing -
for a change" and will contributed to a dechne of about 28% m the Erosion along IJ S coasthnes could cause an es- Phllip Moms Cos Inc The
[ilililli not become a consul- property/casualty Insurance Industry's 1999 net timated $500 nullion m losses annually if cur- g&cision by

IIpllilillli.. tant or start a business. income, accordmg to a study released last week

He is moving to an is- by the Insurance Services Office Inc. According Kmgs

land home on the St to the ISO, the Industry's net aftertax income — - C <> w ar »t>

Lawrence River m fell to $22.17 bilion last ) ) Supreme Court also supports tobacco compa-
Mr. Davenport Canada Mr. Daven- year, compared $30.77 _1 nies’ contention that smokers are aware of the

port was named Brs bllhon m 1998. The ISO mherent risks of smolang, said Stephen J
Risk Manager of the Year m 1991 He was report cited increased - | Kaczynski, a lawyer at Jones, Day, Reavis &

Marriott first risk manager, having lomed the underwriang losses, Pogue m New York who represented R J

; ; : investment In- R Ids Tob Hold Inc, which
company in 1977 as director of casualty claims Ic%vr\g and realized cant | tho load dofemdont c.e):rlo tshoeac(cgaosrgs nc, which was
4 MANAGED CARE SUITS FILED Stx managed care tal gams and very slug- .
companies are accused of defrauding their gish premium growth as et ot < ¢ (ER'EF',;Y I\$TED Tr}? Senate J“d'cﬁric;?m'
members in lawsuits fled late [ast month m fed- reasons for the drop In-r-n -+ e N S erc e o o e o o
eral court m SRR SUft ﬁefj gg art%)rnegstw{ers' un erv[)ritln 0S: 0 ; )  Class Action Fairmess Act, which would per-
représenting members of the plans, charge that ses grew by more than 39% to, $23.39 btlhon Ocean-front homes, such as this on on mit the removal of certain interstate class-ac-
the insurers failed to disclose to members that last year compared to 1998, while net mvest- Oak Island, N.C., are susceptible to ero- ~ tion suits from state tofederal courts The bi's
doctors were offered mcentivestodeny careand ment income fell 3.3% to $3861 bilhon in sion damage. supporters, including employer groups, say it
hrnit hospital admtssions Plaintiffs charge thai 1999. will greatly reduce so-called forum shopping,

the plans violated federal racketeering laws b rer]t populatiop and erosion trends.continue, in yvhich plamttﬁs. attorr)eys attempt to fllg na-
gffatding members Named m the suits afe STATE SUES SUNMAKERS New York has be- said FEMA Director James Lee Witt as he re- tional class-action suits in the most plaintiff-
Aetna U S. Healthcare, CIGNA HealthCare come the first state to sue gunmakers. In a suit leased FEMA's "Evaluation of Erosion Haz- friendly state courts Fitch IBCA has up-
Inc, Foundation Health Systems Inc., Pacifi- filed m Manhattan last week, the state said it ards" at a Washington press conference graded its financial strength rating of the In-
Care Health Systems Inc., Prudential Health seeks to alter the way that gun'manufacturers Roughly 25% of the Structures currently with-'surance Co. of North Amenca intercompan
Care and United Healthcare Corp An Aetna and wholesalers conduct business. The lawsuit, m 500 feet of Atlantic, Gulf Coast, Pacific and pool to A+, with a stable outlook The IN
spokesman said that the plaintiffs are "stretch- which does not seek monetary damages but m- Great Lakes shorelines will be lost to erosion pool represents the bulk of Bermuda-based
mg legal theories that don't exist " Attorneys stead alms to change gun industry practices, within the next 60 years, he said As a result, the ACE Ltd 's U.S. operations. Fitch said the up-
may seek to have the suits aqalnst the msurers charges eight ?unma ers and eight wholesalers report recommends that Congress allow FEMA grade reflects improved underwntln% results
|

consolidated, along with a similar suit agamst with contributing to a pubhc nuisance by man- to account for the cost of erosion when setting .A.M Best Co has upg?raded its Tinancial
Humana Inc. filed earher, into a single case ufacturtng and distnbuting guns they know w111 NFIP rates, said Mr. Witt Current law forbids strength rating of Farmers Insurance Group to

end up m the hands of FEMA from considering erosion risks when de- A+ from A Best's upgrade reflects Farmers
| PENSION SURVEY A sigmhcant proportion of criminals. Specifically, termming rates The report also recommends improved performance and strengthened capi-
employees either have Internet access to their the sult seeks to require that Congress authorize FEMA to prepare ero- talization as part of the Zurich Financial Ser-
pension plans from home or want such access, t tmﬁlkecrjs to acljd s(?ggt?y fea- mon rr}apsdsimrilla:ttosthehflood plam lr(’;larlJls the vices Group
; . ures to handguns In addition, agency already charts Such maps would allow
;Z%?;ﬂgﬂttg ?njggfri{e;pggi‘,’gjj 8?&3&? it seeks to prevent sales to those re- municipalities and developers to choose less 4 Tonetbreak*new:as/toccurs. Ws#Bus/-
ees that have Internet access at home, 35% can tallers that have track records of sell- erosion-prone areas on whtch to bulld ims Insurance’ tree online Updates at www.

huslnes:Insurance.com. All el the material In tile

am gccess to thetr refirement ttiformation op- ) Ing to criminals and to create a court-ap- )
fine. the survey said Uithose who have Inter- pointed monitor of the system gz which guns K TOBACCO COMPANIES WIN CASE Smoking For menecog#co/#mn. astée#rasothepcontent

net access but can't reach their pension infor- are distributed The illegal possession or distri- was not a substantial cau§? of a longtime ?m K- m mis week'". issu?,, [: generated \)\;om ,da#%
mation online, 38% want such access, the sur- button of handguns i a public nuisance under er's lung cancer, a New York state'court lury newspostings mata icapedon me Website /
vey said The greatest Interest m receiving pen- New York law Such an approach makes this found last week in a surprise legal victory for I.*Inweet
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Enhance Financial Se,lces NYS 1438 0.44 11.54 22.63 863 324 Unico American CorT NDQ s.88 2.08 1607 1075 a.50 1 1,850
Everest Reinsurance NYS 32.88 2.94 a7.3a 36.50 2050 1286 United Fire & Casualty NDO 1550 aas 31 a9 26.56 1550 313 1,800
Fremont t General | Corp NYS 3.94 ass 4661 21.25 3.88 1632 Unitrin NDO 29.38 e84 21.93 a2.38 2938 612 oh 2 519 5/26 6/2 6/9 6n 6 6/23 6/30
Frontier Insurance Greup nNYs oes 28.57 8182 17.19 063 1550 UNUM Corp NYS 20.06 031 37.43 56.88 11 94 3516

Base=100 on Dec 29,1978

Top advancing Issues Seibels Bruce Group, John Hancock Financial Service, Accel International Corp Leading decliners Reliance Group Holdings, Sierra Health Services, Frontier Insurance Group Most active issue: Citigroup The 8/ index increased
0 04%, the Dow Jones 30 Industrials rose 0 4%, the S&P 500 went up 0.9%, and the NYSE Composite increased 0 3% Average P/E Brokers, 20 5, Insurers/reinsurers, 16 6, HMOs, 13 7

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



Grocery Distribution Center.

Partially-Exposed Gas Pipe.
Gareless Night-Shift Floor Buffer:

Your Business. Your/Risk. Understood.

There are so mary things out therz that can cause your business tc go up in flames. That’s why you ROYAL &
want an insurance partner who knows your needs inside and cut. One who has walked a mile in your

shoes. And one who can provide the best possible zoverage, in 130 countries werldwide, for matters SUNALLI ANCE

you may never see coming,

You Have Our Attention?
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