
JULY 10,1995

Busness
8nsur¢,nce
Reporting Weekly on Corporate Risk, Employee Benefit and Managed Health Ca,e News / $4 Crain Communications Inc. All rights reserved

© Entire contents copyright 1995 by

Maternity stay
backlash grows
Bill would mandate minimum inpatient stay

By JERRY GEISEL fornia, comes in the wake of an

ongoing trend by many health in-
WASHINGTON-The backlash surers and HMOs that new moth-

against ever-shortening hospital ers and their infants be dis-

stays for childbirth has reached charged from a hospital 24 hours
Congress. after an uncomplicated vaginal

Bipartisan legislation intro- delivery and 72 hours after a C-
duced last nnonth in the Senate section.

and House would require all Nationally, hospital lengths of
health care plans, including self- stay for childbirth have been in a
funded plans, to generally provide free fall for more than 20 years.
at least 48 hours of inpatient care The average length of stays for
for the mother and infant follow- both vaginal and C-section births
ing a vaginal delivery and 96 have plunged by nearly 50% dur-
hours of inpatient care following ing that period. In 1992, the most
a Caesarean section. recent year for which complete

The legislation, modeled after statistics are available, a woman
measures enacted this year in giving birth by vaginal delivery
Maryland and New Jersey, and a spent an average of 2.1 days in the
soon-to-be introduced bill in Cali- See Maternity on page 22

California ruling
may widen cover

Court upholds continuous trigger
By ROBERTO CENICEROS Unanimously, the seven justices

rejected an argument that insur-
SAN FRANCISCO-Policyhold- ance companies have long made

ers may have an easier time ob- that only the CGL policy in effect
taining coverage for pollution when personal injury or property
claims following a recent Califor- damage is first discovered should
nia Supreme Court ruling adopt- be triggered.
ing the "continuous trigger" of Outside the trigger of coverage
coverage in cases of continuing or dispute, Admiral Insurance Co.
progressively deteriorating injury also argued that the coverage
or damage. should be voided because Mon-

The July 3 decision in Montrose trose allegedly was aware of its
Chemical Corp. us. Admiral Insur- potential liability when it bought
ance Co. means that insurers that the coverage. That issue is ex-
wrote comprehensive general lia- pected to be considered by the
bility policies in effect from the trial court. The high court ruling
time pollution first begins until dealt only with a motion for sum-
damage or bodily injury is discov- mary judgment. not mith actual
ered may be liable to provide a liability.
defense. See Trigger on page 21

Congressman argu
The probtem with the Occupa-

tional Safety and Health Adminis-
tration, says Rep. Cass Battenger,
R-N.C., is it sees its primary roles
as policing and penalizing

Rep. Ballenger says OSHA's
function shoutd be one of educat-
ing businesses about workplace
safety and considering the indi-
vidual needs ofspecific industries.

The congressman, who has rep-
resented a northwestern North

Carolina district since 1986, is

chairman of the Economic and
Educational Opportunities Sub-
committee on Workforce Protee-

tion. He recently introduced the
Safety and Health Improvement
Regulatory Reform Act (BI, June
19).

Among other things, the reform
tegistation would require that at
least half of OSHA's budget be
spent on consutration and training
to help employers operate safe

workplaces and comply with reg-
ulations, that OSHA be subject to
the risk assessment regulations
and cost/benefit analysis ap-
proved by the House earlier this
year, that the penalty structure be
chanoed. that OSHA be merned

upgares -

Cat losses, weak investments
blamed for insurers' low returns

NEW YORK-Massive catastrophe losses
and only marginal growth of investment in-
come caused property/casualty insurens' af-
tertax income and return on net worth to

plummet in 1994, the Insurance Services Of-
fice Inc. reports.

Following a record 1993, "forces largely
outside the industry's control," primarily
the Northridge earthquake and declining
stock and bond markets, eroded aggregate
net income by 47.7% to $10.1 billion in 1994
from $19.3 billion in 1993, while causing its

See Updates on nezt page

Hurricane activity may rise
Insurers and risk managers heed scientists' warning

but say the forecast comes too late to avoid exposure
By MICHAEL SCHACHNER

and LEE VELKER El Nifio produces low-level, westerly winds that
typically cut up hurricanes in the Atlantic before

Just three years since the worst hurricane in his- they take shape. El Nifio existed in full force from
tory hit the United States, risk managers and in- 1991 to 1994 and reduced hurricane activity,
surers are in for a potentially wicked season of though Hurricane Andrew hit during that period.
tropical storms, according to a study by a group of Although the scientists note that El Nifio largely
atmospheric scientists. has vanished, Atlantic Ocean waters have

The 1995 hurricane season has all the trappings warmed, increasing hurricane potential.
of being a bad one, the group contends. Several • Upper stratospheric winds, which blow direc-
key atmospheric and climatic conditions point to tionally in two-year cycles called quasi-biennial
above-average hurricane activity between now oscillation, have shifted to the west.
and September. In a worst-case
scenario, as many as three se- --
vere hurricanes could hit some- -- Z
where in the United States this It only takes one . . ,
year. »

'U'*he number of hurricanes reaching theThese projections were issued 1 ited States in recent years is relatively 1.\ 992 ./recently by the group of re-
ll, though some of these are among the @A fsearchers at Colorado State

70 70 61 I lagest insured-loss catastrophes ever. 7 7 8 4 tUniversity led by William Gray,
a professor of atmospheric sci-
ence. 7 -6% 4 1968:1 1977:1 1986:4 2 *. 3
Mr. Gray has been issuing  ' 4 1969: 2 1978:0 1987:1 %8 9similar hurricane forecasts for 1970:1 1979:3 1988:2 QAV 0/the past 11 years with a fair de- 12 1971: 3gree of accuracy, and his group , 1972: 1 1: 0 1:  461 "0

vtle= tronterooi  1973: O 1982:0 1991:1

storms in the last 25 years. 1974:1 1983:2 1992: 4 20325
The Colorado State University 1975:1 1984:5 1993:1 .

group is basing its prediction for 1 1976: 1 1985:6 1994:0 .6
above-average storm activity ----- ---- - - - ----
this year on three factors that Source: Insurance Information Institute GRAPHIC BY MIKE GARVEY

generally are considered to be
the main determinants of Atlantic and Caribbean Historically, hurricane activity has been more
hurricanes: forceful in westward periods.

• Rain and moisture in the Western Sahel por- The CSU group predicts that there will be 12
tion of Africa. tropical storms this year, eight of which will qual-

Decades of drought across countries like Mauri- ify as hurricanes and three of those will be severe
tania, Senegal and Mali have produced mainly enough to qualify as a Grade 3,4 or 5 hurricane-
weak hurricane seasons. meaning winds will exceed 110 mph. However, the

This year, though, the rainy season in the Sahel scientists do not predict where or when the storms
has been very active. Scientists believe that it is in will strike.

the Western Sahel that hurricanes form and In fact, they make no promises that the hurri-
gather strength and then move westward, where canes will reach shore at all in the continental

they pick up even more power and moisture before United States or in the Caribbean.

becoming full-scale hurricanes in the South At- Over the last 30 years, "landfalls" have been far I
lantic. less frequent than during the period between 1944

• The dissipation of El Nifio, a warm water cur- and 1965, Mr. Gray pointed out. "But if we were to
rent that periodically builds up in the equatorial See Forecast on page 20

es for an overhaul of OSHA
with the federit Mine Safety and
Health Administration and that

OSHA take over some of the func-
tions of the National Institute Of
Occupational Safety and Heatth,
which would cease to exist.

Rep. Batlenger, who is also the
founder and chairman of Plastic
Packaging Inc., a manufacturing

company in Hickory, N.C., re-
cently discussed his OSHA reform
bill with Associate Editor Mark A.

Hofmann on Capitol Hill.

Why are you pursuing OSHA re-
form Rn vigormiflv?

You've got to realize that I've
served on the

committee that

deals with OSHA

reform-this will

be my ninth year-and it's ac-tually the first
year I've had a
chance to say
anything or do
anything to have

Mr. Ballenger any effect. We've
always tried to put together a bill
that was defensive: What would
wp niit rin thA flnnr tri rlofnri mir-

selves against some crazy Demo-
crat bill that was coming up.

The basic idea is OSHA has lost

its purpose. Its purpose started off
being the health and safety of
workers, and now it's been more

like a cop on the beat who gets re-
warded for the number of tickets

he can hand out. And it has be-

come an anti-business operation
of the federal government.

Which reforms do you think will
be easiest to pass, and which
hardest?

-
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Updates
Insurer income off in 1994
Continued from previous page
return on net worth to drop to 5.5% from 10.4%.

The industry's combined ratio deteriorated to 108.5% in 1994 from
106.9% in 1993. The biggest culprit for the industry's $22.4 billion un-
deriting loss last year was the Northridge earthquake, which caused
an estimated $11.7 billion in insured losses. Total catastrophic losses of
$16.2 billion made 1994 the second-worst catastrophe year after 1992.

Slumping equity and bond markets limited growth in investment in-
come to 1.2%-$33 billion, up from $32.6 billion. Realized capital
gains fell 72.4% to $1.7 billion from $9.8 billion.

ISO also said that industry surplus grew 4.6% to $190.6 billion from
$182.3 billion at year-end 1993. As a result of the soft market, pre-
mium growth also slowed, to 3.4% in 1994 from 6.196'.

Bronx fire claims settled
NEW YORK-Scottsdale Insurance Co. will fund the largest portion

of a $15.8 million settlement to the families of 92 people killed or in-
jured in a 1990 fire at an unlicensed Bronx nightclub.

Morris Jaffe and Jay Weiss, who sublet the building containing the
Happy Land Social Club from its owner, Alexander DiLorenzo I[[,
bought a plimary and excess liability program with limits of $6 million
from the Scottsdale, Ariz.-based insurer. It will pay the full amount of
the policies plus $800,000 in interest.

Contributing a total of more than $2 million are three other insur-
ers--Landmark Insurance Co„ a unit of American International Group
Inc, Transamerica Insurance Co.; and Federal Insurance Co., a unit of
Chubb Corp-which together wrote $26 million in primary and excess
liability coverage for properties owned by Mr. DiLomnzo.

Contributing a total of about $5 million are 12 companies that man-
ufactured products in the building and their insurers. Alexander & Al-
exander Services Inc, the broker for Messrs. DiLorenzo and Weiss,
also agreed to pay $200,000; and the City of New York $250,000.

Several factons made the case hard to pursue: The club owner, who
was killed in the fire, sublet from Messrs. Jaffe and Weiss and was un-
insured; Mr. DiLorenzo has led for banlmiptcy protection; the build-
ing housing the club was not listed as an insured property on Mr.
DiLorenzo's policies; and Mr. Weiss became effectively judgment-proof
after selling most of his property to his wife, actress Kathleen Turner.

"Getting records was tough," said 1VIic}lael Lippman, a lawyer with
the Bronx County Public Administrator's office, which represented the
families of 55 of the 87 people killed in the fire (BI, April 2, 1990).

CHA pension fraud indictment
CHICAGO-With the trial of two defendants in a Chicago Housing

Authority pension fund fraud case still two months away, federal law
enforcement officials haven't ruled out asking a grand jury to add ad-
ditional charges or defendants to the indictment.

For now, the indictment names only Joseph Polichemi of London
and Fort Lauderdale, Fla, and Lyle E. Neal of Hi Hat, Ky; on wire
fraud charges in connection with an investment scheme that caused a
loss of more than $13 million from CHA pension funds. But the US.
Attorney's Office could ask the grand jury to add charges or defen-
dants, said Assistant U.S. Attorney Brian Blanchard.

John D. Lauer, the CHA's former director of risk management and
benefits, who placed the authority's funds in the investments (BI, June
27, 1994), has not been indicted.

Messrs. Polichemi and Neal-who allegedly promised to put the
funds in investments earning returns of 25% to 75% that did not ex-
ist-are set to go to trial Sept. 11 in U.S. District Court in Chicago.

Meanwhile, the CHA has made no claim against its $1 million public
officials liability policy with the Housing Authority Risk Retention
Group. When the loss was revealed last year, CHA omcials said it was
fully insured. Since then, "we advised them that they were not fully in-
sured," said John Salisbuiy, HART%G's chief executive officer.

Senate reviewing regulations
WASHINGTON-The Senate will consider major changes to the

federal regulatory system this week as debate begins on a new version
of the Comprehensive Regulatory Reform Act of 1995.

The bill, S. 343, would require federal agencies like the Occupational
Safety and Health Administration and the Environmental Protection
Agency to subject most proposed federal regulations that have an an-
nual econornic impact of at least $50 million to cost/benefit analysis.
The bill, sponsored by Senate Majority Leader Robert J. Dole, R-Kan.,
and Sen. J. Bennett Johnston, D-La., also would allow judicial review
50 determine whether agencies were obeying that law.

Federal agencies also would be required to publish a list every five
years of any edsting regulations they intend to review along with a
schedule for completing the reviews within the next 11 years. Rules
subject to review would include those deemed unnecessary, out of com-
pliance with the cost/benefit requirements, or those that could be m-
vised to save money or enhance benefits.

College gets endowed chair
NEW YORK-The College of Insurance plans to appoint a "world-

class professor" to a $1.5 million endowed chair established by XI+ In-
surance Co. Ltd.,says Ellen Thrower, president of the college.

The endowment honors Michael J. Kevany, the former chairman,
president and CEO of the Bermuda-based insurer, who died in May.

The endowment strengthens ties between the college and the Ber-
muda community, said Gavin Arton, senior vp of X.L.

The professor who is appointed to the post will focus on cutting-
edge issues, particularly on risk financing, Ms. Thrower said.

See Updates on page 22

OxyChem settlement insured
By MICHAEL BRADFORD

and SARA MARLEY

CORPUS CHRISTI, Texas-Oc-
cidental Chemical Corp. has in-
surance coverage to pay the $65.7
million settlement of a class-ac-
tion lawsuit filed by residents
who claim they were injured by a
chemical released from an Oxy-
Chem plant located near their
homes.

The Dallas-based subsidiary of
Occidental Petroleum Corp.
agreed to the settlement in the
105th State District Court in Cor-

pus Christi, Texas, late last

month.

The settlement came several

days after a jury awarded small
cash payments for actual damages
to five of 12 plaintiffs who origi-
nally brought the suit on behalf of
8,600 residents of Robstown,
Texas.

The plaintiffs claimed health
problems caused by the 1992 re-
lease of the chemical butadiene at

the Corpus Christi plant.
The settlement offer was made

before the jury considered a puni-
tive damage award after finding
Occidental Chemical acted with

gross negligence and malice in the

chemical release.

Occidental Chemical has pri-
mary liability coverage written by
a subsidiary of American Interna-
tional Group Inc. in New York
and excess insurance coverage
written by two Lloyd's of London
syndicates that is sufficient to
fund the settlement, according to
Mark Romness, an attorney with
Occidental.

State District Court Judge Man-
ual Banales was scheduled last

Friday to hear arguments against
the agreement from an attorney
who represents plaintiffs ousside
the class action. lai

HMO aims to boost revenues from medical centers

FHP positioned for growth
By JUDY GREENWALD

FOUNTAIN VALLEY, Calif.-
FHP International Corp.'s move
to reorganize its 57 medical cen-
ters to accept fee-for-service pa-
tients and provide services to
other health maintenance organi-
zations and preferred provider or-
ganizations is a smart strategic
move that could increase competi-
tion in the market, many health
care observers say.

The Fountain Valley, Calif.-
based HMO plans to create a phy-
sician practice management com-
pany, to be called Comprecare

Medical Group, that will encom-
pass FHP's staff model operations
in Arizona, California, Nevada,
New Mexico, Utah and Guam. At
least initially, FHP's HMOs would
be its major customer, although
the group will operate indepen-
dently (BI, July 3).

Regulatory approval for the new
company, which will include more
than 500 doctors and 95 dentists
and have more than $350 million
in annual revenue, is expected by
Jan. l. FHP also plans to sell its
four hospitals.

FHP, which was founded in
1961, was purely a staff-model

system until about eight years
ago, when it started to contract
with private practice physicians
and hospitals rather than exclu-
sively provide care directly in its
own medical centers "and .hat

business took off dramatically," a
company spokeswoman said. Af-
ter the acquisition of TakeCare
Inc. last year (BI, Jan. 17, 1994),
80% of its business was in a con-

tract delivery network and only
20% in its staff model or medical

center operations.
At the same time, the spokes-

woman said, California was going
See FHP on page 9

Benefit education making strides
By CHRISTINE MANY

PHILADELPHIA-Employee
benefit educators are constantly
adjusting their curricula to reflect
changes in the field.

Some of those changes, such as
increases in managed care pro-
grams and a federal pension re-
form law, have generated an "in-
creased awareness" of the em-

ployee benefit field among stu-
dents, said Jerry Rosenbloom, a
professor of insurance and risk

management at the University of
Pennsylvania's Wharton School.

Five years ago, the Philadel-
phia-based business school recog-
nized the importance of studying
employee benefits when it estab-
lished the nation's first professor-
ship in employee benefits. That
professorship was made possible
through a $1 million endowment
from the Brookfield, Wis.-based
International Foundation of Em-

ployee Benefit Plans.
See Wharton page 20

Olivia Mitchell holds the bene-

fits professorship at Wharton.

Dependent care services directory deadline 1
Business Insurance will pub-

lish its second annual directory
of firms that provide dependent
care resource and referral ser-

vices in the July 31 issue. Ac-
companying the directory will
be a Spotlight report on trends
in work and family benefits.

The directory is published as
an editorial service and there is

no charge to be listed. However,

Inside

to be included in the directory,
companies nnust provide depen-
dent care resource and referral

services to corporate and institu-
tional clients in at least three

states. Also, a questionnaire pro-
vided by BI must be completed
and returned by the deadline.

Resource and referral services

must be offered on a stand-alone

basis. Actual dependent care

• Lack of interest has grounded plans for a group health
care purchasing co-op in Wisconsin. PAGE 4

• Proposed PBGC regulations would require some un-
derfunded pension plans to provide more detailed finan-
cial and actuarial data. PAGE 6

• Congress has a good starting point to debate Super-
fund reform, this week's editorial says. PAGE 8

• Archiving old insurance policies is a very good idea for
companies, Perspective columnist David M. Halbreich
writes. PAGE 15

• Uncertainty at Lloyd's of London is causing some re-
alignment of the market's syndicates. PAGE 17

• Australia's Federal Parliament has passed an amend-
ment to its aviation legislation that would lift the minimum
liability limit for international airlines. PAGE 19

and benefit consulting services
are not considered to be resource

and referral services.

If your company would like to
be listed in this directory and
you have not yet received a
questionnaire, please call Kathy
Welyki at 312-649-5279.

The extended deadline for re-

turning completed question-
naires is July 17.
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Muni bond insurers Trickle down savings
see slow first half Small firms also can reap benefits from risk management programs

By MICHAEL BRADFORD the various exposures the parking time accident "This represents
garage company has to manage in over eight years without a lost-

Competition increasing in '95 SAN FRANCISCO-A success- lt* efforts to maintain a successful time accident," Mr Martin em-
ful risk management program can risk management program that phasized

By JUDY GREENWALD issue volume was $69 2 billion, provide bottom-line benefits to has reduced claims in half As a result, Bommer Industries

down 25 4% from the same period smaller companies as well as their A successful program must be has averaged a 34% refund of its
Declining municipal bond issu- in 1994 Insured volume dropped larger corporate counterparts, ac- built on princl- workers compensation insurance

ance caused by higher mterest an essentially parallel 22 5%, to cording to two corporate execu- p_-'r---'k ples that "fit premiums during the past five
rates and an uncertain political $27 1 billion Thirty-nine percent tives with expenence the firm"for its years In 1994, Bommer Industries
environment is increasing compe- of the new issues were insured, "Positive financial results are LIBERTY particular expo- reported 15 workers comp claims
tition among municipal bond 1- about the same as in first-half possible-even within a small sures, said Mr that totaled lust $6,621 From
surers 1994 firm-with sohd, long-term risk MUTUAL® Martin of Bom- 1990 through 1994, there were 56

Although growth m bond issu- "You had such an enormous management programs," said RISK MANAGEMENT mer Industries, claims-none resulting in lost
ance was less-than-stellar in the amount of volume in '92 and '93, Charles A Martin, treasurer and CONFERENCE which is a 119- time-amounting to only $43,809
first half of the year, insurer exec- particularly with the large director of finance and admims- year-old maker The key to such success in con-
utives predict that volume will amount of refunding so anythng tratlon at Bommer Industnes Inc of hinges and apartment mail- trolling workers compensation
pick up in the second half that follows is going to look in Landrum, S C boxes with annual sales of less claims is being committed to es-

Still, volume is highly unlikely poorer in comparison," noted He was speaking at the Second than $25 million tablishing a safety program that
to reach the $291 3 billion level of Mike Romanowski, vp at Conning Annual Liberty Mutual Risk Man- In designing its own risk man- works and frequently communi-
1993, when lower interest rates & CO in Hartford, Conn agement Conference in San Fran- agement program, Bommer Indus- eating with employees and insur-
sparked a large volume of refund- Higher interest rates, leading to cisco, sponsored last month by tnes put together a safety plan ers, Mr Martin stressed
ing Refundmgs occur when an a drop in refunding, are consid- Boston-based Liberty Mutual In- that caused some of the financial A small firm can find its size is
existing bond is retired by issuing ered a key factor in the dechne surance Group decision-makers in the audience an advantage in dealing with em-
new securities, generally at a With higher interest rates, even Also speaking at the conference, to sit up and take notice ployees, Mr Martin said, allowing
lower interest rate As interest new money issues are down this Stephen W Nislick, executive vp Earlier this year, the company's the company to understand and
rates rise, though, refundings year, henoted of administration at Edison Park- 200 employees completed 3 mil- "impact its risk better than a
make less economic sense Higher rates also may lead issu- 1ng Corp in Newark, NJ, related lion labor hours without a lost- See Small on page 10

By 1994, the volume of bonds is- ers to delay new issues, said
sued dropped to $164 million and Brady Tournillon, an analyst with
some observers predict that 1995 Fitch Investors Service in New Skandia America deja vuvolume will decline further to be- York
tween $125 billion and $150 bil- Other factors were at work as
lion well, however, including political Dowd returns to old post to reposition reinsurer for growth

For the first half of 1995, ac- forces There were 17 governors,
cording to industry figures, new See Muni bond on page 23 By JUDY GREENWALD lis Corroon Group PLC ket, and they thought-and I

"I left originally because the agreed-it was probably time to
NEW YORK-James F Dowd is public offermg that we tried to do reassess their position in the U S

Mental health care back as the chairman and CEO of in 1992 unfortunately had to be reinsurance market
Skandia America Reinsurance withdrawn for reasons that had .

Since we were so similarly in-
Corp and is developing a business more to do with the economic con- clined as to where we thought it
plan to position the reinsurer to ditions in Scandinavia than any- was going directionally," Mr

purchasing group take advantage of opportunities in thing else," said Mr Dowd "I was Dowd said, he was asked to rejoin
the market disappointed by that" (BI, Oct 5, the company

Mr Dowd, who had been chair- 1992) Discussing the market's direc-
man and chief executive of New However, he said, "When I left tion, Mr Dowd said, "I am gener-

Employers, unions form coalition York-based Skandia America, a Skandia, I left under very good ally of the view that in this bum-
unit of Stockholm-based Skandia terms with my Swedish col- ness, and perhaps in reinsurance,

to negotiate high-quality care Group, from 1984 to 1992, re- leagues I kept in pretty regular bad news often translates into
turned to his old position July 1 contact with them over time and good news "

By MICHAEL BRADFORD From 1993 until last month, he over the last few months we've Mr Dowd cited the expected
was chairman and CEO of Willis had increasing discussions It be- continuing consolidation in the

PHOENIX-A group of mostly self-insured Arizona employers Faber North America, a reinsur- came clear we shared a common insurance business, as Illustrated

and unions is forming a umque coalltion to provide workers men- ance brokerage subsidiary of Wil- view with respect to the U S mar- See Dowd on page 23
tal health and substance abuse benefits in a managed care plan

The participants-six employers and two labor umons-are de-
veloping a plan that will work for a group with diverse working Medicare cuts may shift costs to employers
conditions and business interests while satisfying management
and labor representatives By JOANNE WOJCIK that received less funding from "But, it may turn out that your

Coalltions often "come together with well-intentioned ideas the federal and state governments job's going to get a lot harder,"
that can be agreed upon by all the companies," said Louis Gial- SAN DIEGO-Employers that simply passed on the cost of un- Mr Altman asserted
lonardo, vp with The Segal Co m Phoenix "But when it comes have negotiated compensated care to employers, "When you go to extract those

down to making the hnal decision, they often struggle and end up deep discounts according to Mr Altman discounts in 1996, you may find a

taking the route that is least resistant group purchasing " GWAA with health care "When the payment structure of hospital that says, 'I'm sorry, if I
However, Mr Giallonardo, who worked as a consultant to the providers are in Medicaid and Medicare faltered give it to you then Ill go broke

coalition-dubbed The Arizona Healthcare Evaluation Project- for a rude during the latter part of the 1980s, You'll just have to take my
said this group was more concerned with quality of care than in awakening if the privates were forced to pay price,' " he said
negotiating price discounts they expect the savings to survive more," he said "This was called But Mr Altman was highly crit-

' The project also differs from some other coalltions because it future Medicare and Medicaid the great cost shift " ical of employers that have given
consists of a group of "strange bedfellows" that at first glance cuts, a health care economist "But, what has happened over up the health care cost fight either

' wouldn't appear likely to band together to purchase health care warns the last couple of years?" Mr Alt- by discontinuing health care ben-
coverage He also chastised employers for man asked efits or by discouraging employees

The members of The Arizona Healthcare Evaluation Project are increasingly turning the job of "Medicare and Medicaid have from enrolling spouses and depen-
Arizona Public Service Co, grocery store chain ABCO Markets purchasing health care coverage become much better payers to dents
Inc, Cable Systems Inc, grocery store chain Bashas', Fry's Food over to their employees American hospitals over the last He also criticized employers
Stores of Arizona Inc, Magma Copper Co, Southwest Teamsters In addition, employers must re- three or four years," he said that offer their employees a flat
Local 104 Security Fund, and United Food & Clerical Workers define their commitment to pro- And while employers m recent dollar amount for health care ex-
Local 99R Health & Welfare Trust Fund viding health care benefits if they years have prided themselves with penditures under flexible benef-t

It's unusual to see a large group with such varying interests are to survive in today's competi- using thelr bargaining clout to ne- plans
,come together to agree on health care benefits, said Gary Petersen, tive world economy, a benefit gotiate discounts, "maybe it turns Look at what's happening to

managing principal at Buck Consultants in Phoenix. "Self-inter- consultant insists out that you had a hospital system the employer-based system" for
est stands in the way of a lot of these groups forming " Mr Pe- Over the past three to four that was willing to give you those providing health care coverage, he
tersen added years, Medicare payments to hos- discounts" because "Medicare said "Between 1988 and 1991,

The coalition not only is putting together a managed mental pitals and health care providers and Medicaid actually became there was a reduction in employ-
health care/substance abuse program but also will develop pro- have increased, allowing many better payers," he suggested er-sponsored insurance by 2 7%
grams in the Phoenix area that will establlsh cardiovascular cen- private payers to negotiate signif- Acknowledging this correlation, And despite improvements in
ters and provide benefits that meet women's health care needs icant discounts, said Stuart H employers today should be asking the economy in 1992 and 1993, the

The idea for the coalition came from Fry's Food Stores, whose Altman, a professor m the Heller themselves -what's going to hap- number of uninsured increased to
management was interested in banding together with other Graduate School at Brandeis Uni- pen in the latter part of this de- 41 3 billion in 1993 from 34 7 bit-
employers to establish a managed care health plan that would versity in Waltham, Mass, during cade as these numbers turn sour?' lion in 1989, he added
include mental health care benefits and substance abuse ben- a session titled "The Future of he asked "Will the providers have In 1994, only 61% of Americans
efits Employer-Provided Health Care the ability to" shift the cost to the were covered by employer-based

Fry's was familiar with the benefits of a coalition because of the Benefits" at the 45th annual private sector? insurance, down from 67% in

experience of its parent, The Kroger Co of Cincinnati, which par- Group Health Institute The con- "If it is true that you have the 1988, according to statistics gatn-
ticipated in a successful purchasing coalition ference, sponsored by the Group market power that you think you ered by Brandeis University

Mr Giallonardo said much of the credit for the coalition's de- Health Assn of America, was held have, then the answer will be no, At the same time, Medicaid cov-
velopment goes to James Nygren, director of labor relations at in San Diego June 18-21 they will not be able to, and cost- erage increased to 13% of the

See Arizona on page 10 This trend followed an earlier shifting will be in trouble," he population from 9% and the per-
__ _. period during which providers said See Cutbacks on page 16
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Lack of interest kills purchasing group plan
BROOKFIELD, Wis.-Plans to

create a group purchasing coopera-
tive for small employers in south-
eastern Wisconsin have been

grounded due to the lack of interest
among area agents, brokers and
health insurers.

The Health Care Network of Wis-

consin, am employer-sponsored
health care purchasing organization
that currently provides insurance to
more than 247,000 individuals, had
attempted to form a purchasing
group to provide small businesses
better access to more affordable
health insurance.

The network had planned to form
the Wisconsin Health Insurance
Purchasing Program, which would
have served as a voluntary regional
cooperative offering a range of
health insurance options to small

---

ESTABL

Benefit Beal

employers (BI, Dec. 12, 1994). The
purchasing program's purpose was
to achieve small group market re-
form in southeastern Wisconsin

without having to resort to legisla-
tion, said Jim Wrocklage, chief ex-
ecutive officer of the network.

In December, the network re-
quested proposals from area bro-
kers, agents and consultants, listing
the group's requirements for guar-
anteed issue, continuity of coverage,
modified community rating and
comparable premiums for all partic-
ipants. The program would have of-
fered a standardized set of compre-
hensive medical services through
various accountable health plans,
including health maintenance, pre-

GAuTION

ferred provider and point-of-service
plans.

However, the response among
area health insurers and brokers

was so minimal that, according to
Mr. Wrocklage, it is "not enough for
us to go forward." In fact, he said,
the group has no plans to pursue it
further until the market demands it

or the state require5 it.
Consultants who worked on the

project noted that the msurers were
probably concerned about changes
in standard underwriting and rating
procedures. And, they pointed out,
the absence of state reform legisla-
tion probably played a part in insur-
ers' decisions not to participate.

Meanwhile, Mr. Wrocklage re-
ported that the Health Care Net-
work of Wisconsin continues to

grow and to control health care

SALES ARE STRONG. PROFITS ARE UP. SO ARE YOUR RISKS.
LET'S TALK D&0.

costs for its current larger members.
In 1994, 217 self-insured compa-

nies and insurers participated, up
from 198 in 1993. The number of

people receiving coverage grew
7.7% to 224,305 at year-end 1994
from 208,105 in 1993. Of those
covered, 89,722 were employees
in 1994, up 7.8% from 83,242 in
1993.

Mr. Wrocklage said the number of
inpatient and outpatient claims rose
in 1994, but he noted that the num-
ber of inpatient days dropped, mir-
roring a national trend.

"The real value in our collective

purchasing program is in real dollar
savings," he asserted. "HCN mem-
bers saved an average of 34.3% on
inpatient charges in 1994 and 19.2%
on outpatient claims" due to the
group's power to negotiate with

-1 r r;NrT ·· St K r·

F man's
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health care providers.
-B!/ Christine Wootsey

Benefit communication
More companies are using so-

phisticated technology in :heir
benefit communications, but
many are unsatisfied with the re-
sults of their promotional efforts,
according to a new survey.

Although employers are turning
to high-tech communications
methods like interactive software,
voice-response phone systems and
video-based training, only about
one-third of the companies said
they are satisfied with the results.

The survey of more than 1,500
communications and training pro-
fessionals by Watson Wyatt
Worldwide found that the use of
interactive software and voice-re-

sponse systems in benefit commu-
nications programs nearly tripled
to 25% in 1994 from 9% in 1991.

More than half of those sur-

veyed, 53%, also said they are us-
ing electronic mail for strategic
communications programs and
39% said they are now communi-
eating with employees through
audio-visual presentations: up
from 33% in 1991, the last time
Wyatt did a similar survey.

"By leveraging advances in
technology-ranging from inser-
active software to multimedia

video disks-companies hope to
boost corporate communications
and training effectiveness," said
Paul Sanchez, a consultant with
Watson Wyatt.

Still, new technology has put up
a rather unimpressive record in
benefit communications, the sur-
vey points out.

Only 35% of employers said
they were "satisfied" or "very sat-
isfied" with the results of their ef-

forts to promote and explain em-
ployee benefit changes through
communications projects.

Employers cited two primary
reasons for poor response:

• Lack of strategic focus. De-
spite some gains, communications
remains a very small part of sea-
tegic planning. Only 56% of com-
panies said their benefit commu-
nications objectives are directly
related to their organizations'
business objectives.

• Too much reliance on tcp-
down communications. Employ-
ers are devoting too many re-
sources to top-down communica-
tions like management memos
and newsletters as opposed to up-
ward, two-way communications
like open meetings and focus
groups.

"Employees do not change their
mindsets and behaviors because

management says to do so," noted
Mr. Sanchez. "To change em-
ployee behaviors, organizations
need to listen as well as talk."

That obviously isn't happening,
at least to judge from the survey
results. Only 4% of companies
surveyed rated their upward corn-
munications programs as "excel-
lent," and just 27% said they were
"good."

The survey also made it clear
that despite growth of technology,
companies are stiil relying mostly
on traditional communications

methods. For example, 90% of re-
spondents said they use ongoing
employee publications to commu-
nicate change; 87% use benefits
summary plan descriptions; 82%
use bulletin boards and 75% use

employee memos.
The survey is available for $125.

For copies, call Barbara Dickens,
202-508-4846.

-By Michael Schachner
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PBGC may require more plan data
Proposed regs would require certain employers to provide detailed information

By JERRY GEISEL

WASHINGTON-Employers that
have more than $50 million in un-

funded pension liabilities or that
have skipped making a required
contribution of at least $1 million
will have to disclose new actuarial

and financial information directly to
the Pension Benefit Guaranty Corp.
under proposed regulations.

The regulations, proposed July 6
by the PBGC, also would apply to
employers that have received a
waiver from the Internal Revenue

Service allowing them to temporar-
ily defer contributions of at least $1
million to their pension plans.

Ballenger
Continued from page 1

The consultation part should be
the easiest; I think they're already
doing that. In fact, there are several
things in the Maine 200 project that
are working right now. It's not
quite as permissive as mine, it's
more mandated. But I think that

part of it will be far and away the
easiest.

Editor's note: In the Maine 200

project, OSHA targeted the 200 em-
ployers that reported the highest
number of workers compensation
claims to identify their primaiy
workplace hazards. Companies in
the project identified 95,000 haz-
ar(is and corrected the majority of
them within two years, according to
OSHA Administrator Joseph Dear
(BI, Dec. 12, 1994).

Most difficult is putting OSHA
and the Mine Safety and Health
Administration together, though
there's good justification for it.

The mine workers think they've
got the greatest thing in the world
and everybody else recognizes how

Actuarial information to be filed
with the PBGC would include the

value of plan liabities and plan as-
sets, as well as the distribution of
participants in five-year age group-
ings.

Financial information would in-

clude audited financial statements,
such as balance sheets and cash

flow and income statements. If au-

dited statements were not available,
unaudited statements could be pro-
vided.

If an employer already provides
this information to the Securities

and Exchange Commission, the
company could file a statement to
the PBGC indicating when the

bad OSHA is.

Some people have pointed to the
Mine Safety and Health Adminis-
tration as a more effective and bet-

ter targeted agency than OSHA. Do
you see any possible negative im-
pact on it by combining it with
OSHA?

Well, the gimmick you got is
OSHA's budget is $300 million and
MSHA's is about $240 million, so
it's almost as big.

Yet MSHA has only about 14,000
workplaces to take care of, whereas
OSHA has 6 million MSHA has

done the job that was there, and it's
gotten to the point that every mine
always has some inspector in it.

As far as I can tell, if you've got a
perfectly safe mine with no history
of accidents, you don't need some-

body there all the time.
So what our bill does is change

the mandate from four inspections
a year to one inspection a year. And

for a bad mine, you can expect an
inspection 10 times a year. But why
should you tie up people that way?

OSHA is just completely under-
manned and underfunded. Possibly

statements were made public and
where the PBGC can obtain the in-
formation.

In cases where a company does
not have audited or unaudited fi-

nancial statements, it could file a
copy of its tax return to the PBGC.

Generally, the actuarial and h-
nancial information would be due

no later than 105 days after the
close of the employer's fiscal year.
In the case of an employer with a
fiscal year ending on Dec. 31, the
actuarial and financial information

would have to be filed by April 15.
Alternatively, employers could file

the required actuarial information
no later than 15 days after the dead-

by putting the two together, you
can cut off a lot of the overhead

and you can contract out to private
contractors. Then you should be
able to do a better job with a lesser
amount of money.

Private contractors also would act

as consultants and inspectors and
be certified through some central
authority?

They'd be certified through
OSHA or some training program,
but the consulting services would
be paid for by the manufacturer. It
woukin't be an expense to the oper-
ation of OSHA.

Given your own experiences as a
businessman, if you could enact
only one of the changes in your bill,
which would it be?

I don't think there's any one-you
have to have about two or three to

really make it work.
Subjecting standards to cost/ben-

efit analysis and risk assessment
and the consultation provision are
the basic things needed for OSHA
to actually work with business for
the safety and health of workers in
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line for filing their pension plan's
annual report.

Employers with Underfunded
plans with fewer than 500 partici-
pants would be exempt from filing
the actuarial information as long as
they do not have any outstanding
IRS funding waivers or missed con-
tributions to their plans.

The PBGC has proposed that the
rules apply beginning next January.
The PBGC estimates that about 100

employers would be affected by the
new rules. Employers that fail to
provide the information would be
subject to a penalty of up to $1,000
for each day the information is late.

The reporting rules are intended

a legitimate, sensible way.

What impact will the reform bill
have on state workplace safety pro-
grams, such as the one in North
Carolina that came under intense

criticism after it was learned that

state inspectors never visited a
poultry processing plant in Hamlet,
N.C., where more than 20 workers
died in a 1991 fire?

to give the PBGC more detailed and
up-to-date information about the fi-
nancial condition of employers with
underfunded plans and the relative
health of their plans. That will allow
the agency to move faster to put
pressure on companies to step up
contributions to underfunded plans,
benefit experts say.

But benefit experts do see sorne
potential problems.

They say the rules should be clari-
fied so that privately held compa-
nies that submit requests with the
IRS for an extension on filing tax
returns should be allowed to delay
filing financial information with the
PBGC.

StiM, "overall, the PBGC has tried

to be pretty flexible and reasonable
in the information they are request-
ing," says Larry Sher, a partner
with Kwasha Lipton in Fort Lee,
N.J. Ig'

they've got right now is the fall
standard. You shouldn't have the

same fall standard for a guy climb-
ing a telephone pole as you do for a
roofer. They're two completely dif-
ferent things. Yes, there should be
some variation along those lines.

And the cost/benefit analysis is the
same trigger as the House regula-
tory reform bill,$25 million?

Subjecting standards to cost/
benefit analysis and risk assessment
are needed for OSHA to work with business

in a sensible way.

I hope it would get state pro-
grams to work in the manner in
which we're trying to get the fed-
eral program to work. I think the
states are further along in doing
this than the feds are. I know in

North Carolina at the present time,
they have independent contractors.
If you ask North Carolina OSHA:
'Do you have anybody who will
help me without coming in and pe-
nalizing me?' they'll give you the
names of some people who will
come in, go through your plant and
straighten it all up so that you don't
have to worry about OSHA when
they come. And that's what we'd
love to see the federal government
do.

So this bill actually would be tak-
ing something from the state expe-
riences and building that into the
federal system?

What we're trying to do is take
the good parts that we know exist
throughout the country that are not
in the federal operation and then
put them into the federal program.

The idea of cost/benefit analysis
and industry-specific risk assess-
ment enjoys considerable support
from risk managers. Do you see sig-
nificant opposition to this approach
and, if so, where is that opposition
likely to come from?

One thing to be sure that rnine
owners and mine workers know is

that the inspectors they've got now
are the ones they're going to con-
tinue to have, because they were
mine workers and they understand
it.

The big argument we had in the
past was the fact that OSHA in-
spectors really didn't know the
business they were inspecting.

We have put into the bill that
OSHA inspectors should be, if not
perfectly industry-specific, at least
knowledgeable of what manufac-
turing is or what construction is.
Obviously, one of the worst things

Yes.

What's the outlook for the bill? Do

you foresee serious difficulties in
working out a measure that will be
acceptable to both the House and
Senate? Has the administration

given any indication whether it will
accept any reforms?

I think we're at over 80 co-spon-
sors now, both Republicans and
Democrats. Surprisingly, the diffi-
cult part of the thing is, the reaLly
anti-bill people in this thing want
to do away with OSHA tomorrow.

I'm a businessman, and I realize
there are crooks out there and dis-

honest people, so I think there's a
need for OSHA. It just needs to
change its direction.

As far as I can tell, we'11 get it
through the subcommittee, we'll get
it through the full committee, I ac-
tually think we'll pass it on the
floor. Just in discussions I've had

with Senate staff, you may find
them picking up this bill and hav-
ing it run in the Senate, too. It
would be great if we both ran the
same bills.

There are other bills in the Senate,
right?

Oh, yeah, the Senate's got about
three or four bills, where we only
have two. One of the House bills

does away with OSHA, that's Rep.
Joel Hefley's, R-Colo., bill, and
there's mine. And, as far as the ad-
ministration's concerned, surpris-
ingly they have recommended a
whole bunch of the stuff that's in

this bill. The truth of the matter is

the whole attitude of OSHA

changed last Nov. 8. And it's a dif-
ferent ball game now,

I'd like to redirect OSHA in such

a way that were we to lose control
of the House in the next election,

they couldn't turn around and run
it back the way it was before,

Regulations they can turn around
themselves, but if the law is there,
at least they'll have to fight to
change it. ial
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Opinions

Superfund starting point
A LTHOUGH WE have yet to see major Superfund

flreauthorization legislation this session, one of the
lawmakers charged with putting together a bill is pro-
viding a road map to reasonable reform.

In fact, the reform "outline" recently released by
Sen. Robert Smith, R-N.H., to elicit comments on Su-
perfund goes much farther than many risk managers
would have dreamed possible only a year ago.

Sen. Smith, chairman of the Senate Environment
and Public Works Subcommittee on Superfund, Waste
Control and Risk Assessment, makes clear that he
wants a total overhaul of Superfund's liability system
(BI, July 3). Not surprisingly, he singles out Super-
fund's imposition of retroactive liability for cleanups
resulting from actions that were legal at the time they
occurred as one of Superfund's greatest inequities.

"When Superfund was originally adopted in 1980,
its primary purpose was to clean up hazardous waste
sites that threatened human health and the environ-

ment," wrote Sen. Smith as he explained the principles
that guide his Superfund reform plan.

"The adoption of retroactive liability to pay for this
program has unfairly penalized a number of individu-
als and corporations that disposed of hazardous mate-
rials in compliance with then-existing federal and
state environmental laws," he wrote.

In addition, Sen. Smith notes that the current liabil-
ity system invites litigation, which has been singled
out as one of the major impediments to actual clean-
ups.

Litigation, he writes, "has resulted in slower clean-
ups and more money going to lawyers."

Sen. Smith's outline stops short of entirely abolish-
ing retroactive liability, though.

His proposal would repeal retroactive liability for le-
gal dumping that occurred before Dec. 11, 1980, the
date the Comprehensive Environmental Response,
Compensation and Liability Act that created Super-
fund was enacted. Many risk managers and insurers
would like retroactive liability repealed for legal acts
that took place before 1987, when Congress last over-
hauled Superfund.

For those held liable for cleaning up sites that were
fouled after CERCLA's enactment, Sen. Smith advo-
cates replacing the current system of strict, retroactive
and joint and several liability with a system of propor-
tionate liability. While this would not be as broad a re-
form as repealing all pre-1987 liability, we think it
would be infinitely fairer than the current system.

Nb

As the outline puts it, "no person shall be held liable
for more than .he share of removal, response or natural
resource damage costs attributable to that person's
conduct." An independent allocator would apportion
liability, and those that accepted the allocation would
be protected from further assessment. Those who ref-
used could be sued by the federal government.

Sen. Smith, of course, deals with more than liability
allocation in his 15-page outline. . He also calls for:
more flexibility in selecting remedies for polluted sites;
limits on the liability of lenders for cleaning up land
they've acquired through foreclosure; new limits on
how many sites can be added to the National Priorities
List of she sites most in need of cleanup; and a greater
state role in cleanup administration.

These are all guideposts to Superfund reform. Ques-
tions such as exactly when retroactive liability repeal
should kick in remain for Congress to decide.

Sen. Smith's ccunterpart in the House, Rep. Michael
Oxley, R-Ohio, has yet to issue a bill or reform outline,
though it is not likely that his proposais in general will
differ dramatically from Sen. Smith's.

Debate over Superfund should begin in earnest this
summer With the Smith outline serving as the starting
point, the road to meaningful reform should be clearer
than it has been at any time since Superfund was en-
acted nearly 15 years ago.

Letters

Another evolution' that looks awfu Ily familiar
To the editor: The May 29 issue con-

tained an article, "Captives' Appeal to
Corporations Remains Strong," about
trends in captive insurance company ac-
tivities.

It characterizes single-parent captive
funding of deductible and retention pro-
grams as "another evolution" of captive
utilization.

I wonder what the risk management
executives of many major American and
British oil companies thought they were
doing when they established their cap-

Business Insurance welcomes letters '

'to the editor. This section is intended a,

forum for readers' opinions and com-
ments. We reserve the right to edit let-
ters for clarity or space. We win not
publish unsigned letters. Please send
your letters to Letters to the Editor,

 Business Insurance, 740 N. Rush St.,

Chicago, IU. 60611. Fax. 312-280-3174. ,

tives-mainly property insurance-in
the 1950s and '6Os.

Also, the major surge in captive incor-
porations that took place during the
'73-'84 period was to reinsure and fund
some portion of the parent's primary ca-
sualty program. Perhaps "another evo-
lution" simply means that what goes
around comes around.

In the same article, an executive from
Aon Captive Management Inc. is quoted
as saying "risk managers are pretty
smart these days," the implication being
that the earlier crop had lower IQs or
that risk managers of the '7Os and '8Os
who are still in the profession somehow
got brighter.

The remark follows the comment that

risk managers are seeking 30% to 40%
of their premium from "controlled
third-party business" to achieve tax de-
ductions. That was tried before by many
cap:ives with universally disastrous re-
Sults.

Possibly the key word that may make

·TWO LrNS TO PLOG-

it different this time around is "con-

trolled." Some examples of what that
may be might have been illuminating for
your readers, Thirty percent to 40% is a
lot of premium for a significant captive
insurer. Insuring employee benefits
won't do the trick. Where does that pre-
mium come from?

Is there really anything particularly
new about the part captives may play in
a risk management program?

While some captive insurance compa-
nies rnay have bought into finite risk
programs, they do seem akin to chrono-
logical stabilization plans, which were
:outed 30 years ago.

I believe most financing techniques-
forget derivatives-have been tried, but
here is an ebb and flow in their usage
depending on insurance market condi-
lions and a natural turnover of financial

and risk management executives.
S. Peter Law

Consultant

Rowayton, Conn.
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best shot at doing so because I
think their staff-model product has BC/BS plan ends claims handling jobs
not been a highly desirable option

Continued from page 2 for a lot of employers " ALBUQUERQUE, N M -New New Meaeo BC/BS, senior manage- Department of Health and Human
through an economic downturn However, Michael LeConey, an Meaco Blue Cross & Blue Shield is ment last winter received an anony- Services, began an investigabon The
and many employees who had been analyst with RAS Securities in not renewing its contracts to process mous letter alleging that a 1990 pro- Blues launched a parallel mvestlga-
using its medical centers were laid New York, pointed to FHP's re- Medicare Part A claims in New vider audit conducted by the flrm tion with an mdependent auditor
off, leading to declines in its reve- cently appointed chairman, Jack Mexico and Colorado next year was faulty Management investigated "I beheve this w111 be resolved

nues FHP, however, had to con- Anderson, who had previously The Medicale Part A mtermediary the audit and found "there may have within the next month or so As so
tlnue to pay fixed costs on the cen- been TakeCare's chairman "I don't contract is with the Blue Cross & been an overpayment" by Medicare far as we can tell, the problems are
ters, which cut into its operating think of Jack as a price cutter or Blue Shield Assn, so operations unll to a Denver hospital that either was limited to those thlngs we told

Income taking a disrupting type of an ap- be assumed by another BC/BS plan not discovered or was covered up, HCFA about in the first place," said
By attracting other HMO and proach " based on competttive bidding Medi- but "nobody knows exactly what the the spokesman He said that the

PPO members to its centers under "My guess would be that frankly care Part A covers hospitalizatton, figure is," the spokeswoman said Blues had recovered $19 million in

the reorganization, "the end re- he would probably capture more of Part B covers physician services New Mexico BC/BS reported its overpayments from the hospital,
sults, we hope, will be a dramatic the untapped market rather than Next year, the Albuquerque, fmdings to the federal Health Care which was then paid back to the
increase in the revenue that comes necessarily pull market share away N M -based company also wlll give Financing Administratlon, fired one government on June 23
in The fixed costs are gomg to re- from somebody else That's not re- Up ltS contract for processing Medi- employee and disciplined several New Meaco BC/BS processes
mam the same, so all that extra ally his style," he said cart home health care and hospice others, the spokeswoman said claims submitted by hospitals, home

revenue unll just fall to the bottom "It wlll make the plan look a lot claims m Arkansas, Louisiana, New According to a spokesman for the health agencies, hospices, slalled
line" more similar to other competing Meaco, Oklahoma and Texas Blues plans, the Investigation of the nursing facihhes and certmn other

Analysts and other observers say HMOs, certainly in this market- New Mexico BCBS made the de- overpayment also uncovered evi- service providers New Mexico
it is a good move place," said Foster Higgins' Mr cision because of "performance ls- dence that performance reports were BCBS paid $33 bilhon in total ben-

"It seems like an intelligent decl- Meister But he added he is unsure sues" and business masons, accord- not correct The Blues reported this efits and processed 49 rmlhon bills
mon," said Thomas Snow, an ana- whether this will make it more mg to a company statement to HCFA, which in conlunchon with m fiscal 1994
lyst with Buckingham Research in competitive El Accordmg to a spokeswoman for the mspector general's office of the -By Deborah Shalountz Cowans

New York Sellmg off the hospitals
wall ehminate that drag on earn-
ings, he said And bringing m
non-HMO member patients will
keep doctors buster "and hopefully
make more money "

"My sense is they're headed 11
the right direction," said Steve Where on earth '4* . 6

Richter, Los Angeles-based health
Np

care practice leader for Watson
Wyatt Worldwide in southern Call-

cari I find that?
1

fornia Staff-model plans generally
4

K
are not growing and this new ap-
proach unll make them "much
more market driven in terms of

flexibility "

,h:* 4 -1, .
4 5 e

"I think it'S the nght thing for
them to do," agreed Randall Huy-
ser, an analyst with Furman Selz : *-,A
m San Francisco The staff-model

operation "has really been a dram
not only on prohtability but also e

on management tune"

4b, '.
"%.

6,, 24
'This new physician 41 '' 4

company may become Sc
r

.dly#

an important compelilor T

to doctor-owned chains,' .1 L

says Thomas Snow. /1411, 5, '11,

Furthermore, he added, -I think
they decided that they might be
able to create sonne incremental

rr T .1 Liwo r # L
values for shareholders by separat-
ing K out as a separate company
because this physician manage-
ment area has been one of the hot- 1994 DIRECTORIES 1995 DIRECTORIES

test areas in health care " Are you looking for a list of aBents

FHP has said that Comprecare Issue Date Directory and brokers, TFAs. HMOs, or other Issue Date Directory

may sell shares to the pubhc to Feb 7 Third Party Administrators suppliers of Insuran Ge services7 Feb 6 Third Party Administrators
raise capital for future expansion Feb 21 Utilization Review Providers Search no more Every year, Feb 20 Utilization Review Providers & Case Managers
and may spln off a portion of its Mar 7 Risk Management Consultants Business insurance compiles Mar 6 Benefits Information & Claims Systems
shares to FHP shareholders

Mar 21 Employee Benefits information Systems Mar 20 Risk Management Consultants
The move "might make them a comprehensive directories of the

little bit more palatable to compa-
Apr 18 Captive Managers insurance sen/Ieee providers that

Apr 3 Prescription Benefit Managers

Jun 6 Property Loss Control Consultants Apr 24 Captive Managers
mes Interested m merging or ac-

Jun 27 EAPs & Mental Health Networks
you need the most

quiring them," said Glenn Meister,
May 29 Alternative Facilities

a principal in the Los Angeles offi- Jul 4 Alternative Risk Financing Facilities 6ut these issues are 90 popular Jun 12 Property Loss Control Consultants

cerof A Foster Higgins & Co Inc Jul 18 Agents & Brokers they mieht not make it past the
Jun 26 EAPs & Mental Health Networks

Comprecare could also increase Jul 25 Dependent Care Resource 6 Referral Services first name on your company's
Jul 17 Agents 6 Brokers

competition in the market Aug 1 9,sk Management Information Systems Jul 31 Dependent Care Resource 6 Referral Services
routin0 slip So when you're tryine

"I guess longer term, this new Aug 15 Benefit Communication Systems Aug 14 401(k) Plan Administrators
to locate lists of vendors you know

physician company may become an Aug 29 Leading Reinsurers Worldwide Aug 28 Leading Reinsurers Worldwide

important competitor to doctor- Sep 5 401(k) Plan Administrators
must exist some where, don't go to Sep 11 Surplus lines Insurers & Wholesalers
the ends of the earth trying to findowned chains," said Buckingham's Sep 26 Surplus lines Insurers & Wholesalers Oct 2 Environmental Risk Management Consultants

Mr Snow Oct 17 Safety Consultants & Rehabilitation Services them Just take a look at the Oct 9 Safety Consultants & Rehabilitation Services

"It could create more competi- Oct 31 Reinsurance Brokers exclusive directories 5/ offers Oct 23 Reinsurance Brokers

ton, especially in the Orange Nov 21 Environmental Risk Management Consultants Nov 6 Intemailonal Insurers & Benefit Networks
You're sure to find the ones that

County market among the major Dec 5 International Insurers & Benefit Networks Nov 20 Benefit Communication Systems

doctor groups because FHP wtll no Dec 19 Employee Benefit Consultants
are right for you To order your Dec 4 Risk Management information Systems

longer be a captive, he said "But I copies, call 1-800-678-9595Dec '94 HMOs & PPOs Dec 11 Employee Benefit Consultants
think it W111 take time for them to Dec '95 Managed Care Providers
wean away from bemg closely
identified as an FHP affillate, and

the hon s share of their patients
wall still be FHP patients," said Mr

Business To reserve your 1995 directory issues, call
If you're in Immediate need, order now from

Snow Insurance® Dan Sped( at 1-800-678-9595

our het of 1394 issues. while quantities last, For directory info-mation, contact Kathy Welykt
"There's been a tremendous con-

Gail Dan Speck at 1-800-678-9595
a publication of Crain Commumcations Inc

sohdation m the market, so if they
at (312) 649-5279

can merease competition, that's a
real positive for the purchasing
community," said Watson Wyatt's
Mr Richter "I think this is their
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Study sees no linkage
of implants, illnesses

BOSTON-A new study has found no link between silicone
breast implants and connective tissue diseases.

Hundreds of thousands of women are seeking restitution from
silicone gel breast implant manufacturers, alleging the devices
made them sick.

About 400,000 women have registered to participate in a global
settlement with implant manufacturers and 11,123 have filed law-
suits on their own.

But, those women may be more inclined to join the global settle-
ment in light of "the mounting evidence of lack of connection,"
said Dean Hansell, a partner with LeBoeuf Lamb Greene & Mac-
Rae in Los Angeles who was involved in an early stage of coverage
litigation involving implant manufacturers.

The study will carry particular weight because it comes from
well-known researchers and prestigious institutions, added Mr.
Hansell.

Doctors from Harvard Medical School and Brigham & Women's
Hospital in Boston conducted the study, which was funded by the
National Institutes of Health and published in the New England
Journal of Medicine.

The study followed 516 women with definitive connective tissue
disease identified through a survey of 87,501 nurses. Of the nurses
in the study, 1,183 had implants, of which 876 were silicone.

Of the number of women who had connective tissue disease, only
three had implants, and only one of these nurses had silicone im-
plants.

Over a 14-year period from 1976 to 1990, the study found no evi-
dence that scleroderma, rheumatoid arthritis, systemic lupus
erythematosis or more than 40 symptoms seen in connective tissue
diseases occurred more often in women with implants than in those
without.

It is the largest epidemiologic study with the longest follow-up
period conducted to date, but critics claim the number of women
was inadequate and the method flawed because the women re-
ported their own symptoms and were not examined by researchers.

Plaintiffs attorneys maintain that silicone implants cause a still-
unidentified disease with symptoms that may overlap those of con-
nective tissue disease but not meet all of its diagnostic require-
ments.

-By Sara Marley

Investment Capital
for Insurance Companies

We are interested in backing talented executives who want
to expand or build focused and efficient insurance companies.

ORCHID HOLDINGS, L.P.

555 California Street, Suite 5180

San Francisco, CA 94104-1716

415/781-2200 telephone • 415/781-2189 facsimile
Contact Peter M. Joost or Christopher J. O'Brien

B E P International

Congratulates John Howard
in his election as

Vice Chairman of NRRA

National Risk Retention Association

Small
Continued from page 3

large firm because it knows its
employees better."

Bommer Industries established

incentive programs for its em-
ployees, offering free doughnuts,
coffee and soft drinks each time

workers reach 50,000 hours with
no lost-time accidents and setting
other benchmarks that rewarded

workers with gifts and time off.
"Communicate, cornmunicate,"

Mr. Martin emphasized. Safety
should be stressed at every oppor-
tunity, including in memos from
the company president that can be
read at the end of employee meet-
ings.

Bommer Industries posts a run-
ning total of hours without a
lost-time accident and sets goals
with rewards at increments of

250,000 hours.

The most important benefit of a
successful safety program, apart
from the financial savings, is high
morale, Mr. Martin pointed out.
Workers will view the company as
a good place to work and will be-
come proud of maintaining their
safety record.

But, companies that succeed in
improving safety in the workplace
can't rest on their accomplish-
ments, Mr. Martin warned.

Risk management decisions
must be re-evaluated over time,
he said. "Just because a risk man-

agement decision is proper for to-
day does not necessarily mean
that it always will be. What is a
good decision today may change
in five years due to the insurance
market or factors at your com-
pany that would impact it."

Edison Parking Corp. found it-
self re-evaluating risk manage-
ment decisions in the face of ex-

posures that had conference at-
tendees wondering why anyone
would enter the parking garage
business and whether they ever
again should park in those facili-
ties.

Edison Parking, which operates
140 garages and 10 mini-storage
warehouse facilities nationwide,
has 1,400 employees and gross
revenues of about $150 million a
year.

Typical exposures Edison Park-

John H. Howard, Sr. Vice President

B E P International

SEP International
Reinsurance Brokers

Jersey City, Minneapolis, Seattle, Montreal, Toronto

ing faces include slips, trips and
falls. Vehicle owners who park in
a garage expose the vehicles to
weather damage, collision and
theft of the vehicle or its contents.

Customers are exposed to mug-
gings and assaults, and some have
been struck by cars in the garages,
Mr. Nislick said.

In one case a few years ago, a
car that had accelerator problems
was driven down an elevator shaft

by an employee.
And, in another, a new Mer-

cedes-Benz was splashed with
paint from a can crushed in a gar-
bage truck while parked in an Ed-
ison facility. Some Edison em-
ployees, trying to be helpful, at-
tempted to remove the paint with
steel wool.

Edison Parking Corp. also faces

"We replaced our professional
risk manager with one of our op-
erating executives who had prior
administrative experience" but no
actual risk management experi-
ence, said Mr. Nislick.

Then the company developed a
reporting system that connected
risk management, executive man-
agement and operating perscnnel
and reflected claims activity by
separate facilities. A loss control
committee was formed and

chaired by Edison Parking's head
of operations.

The operations personnel at
each location emphasized to the
company's facilities that the loss
of a claim dollar equaled the loss
of a dollar of revenue and operat-
ing personnel became responsible
for loss control, Mr. Nislick ex-

'Just because a risk management decision
is proper for today does not necessarily
mean that it always will be,' warns Charles
A. Martin of Bommer Industries.

exposures, such as water damage
to contents, related to its mini-

warehouse storage business, Mr.
Nislick added.

About 15 years ago, with losses
mounting and insurers retreating
from Edison Parking, "we em-
barked on a program to establish
a risk management department."

Two years after hiring a risk
manager with a loss control back-
ground, loss experience was dete-
riorating further and efforts at
risk management were failing, he
said.

"We did not have the right per-
son as a risk manager, we did not
have the support of operating per-
sonnel and we did not have a re-

porting system which accurately
reflected the cost of these risks to

the individual facilities," Mr. Nis-
lick said.

"After all this, we still believed
in the effectiveness of loss preven-
tion," he added. To rein in losses,
the company decided to rebuild
its risk management operation
and hand much of the responsibil-
ity to its operations personnel.

Arizona
Continued from page 3
Fry's Foods. Mr. Nygren could not
be reached to cornrnent on the

project.

"When this group first started
meeting, one issue that I had was
to make sure they talked about
delivery of quality health care and
not go on the path of becoming
merely a volume-purchasing coa-
lition," said Mr. Giallonardo.

Interviews were held with area

hospitals and physicians to gauge
the quality of care they could pro-
vide and that sparked a lot of in-
terest, said Mr. Giallonardo.

That attention, in turn, put
pressure on the group to do more
than just beat the bushes. It was
"OK to stir up the muck," said
Mr. Giallonardo, but with the

health care community becoming
involved, the group was encour-
aged to forge ahead.

The coalition ultimately evalu-
ated 16 companies that provide
managed mental health networks
and employee assistance pro-
grams. It focused first on quality
of service, then on price, network
size and other variables.

The coalition unanimously de-
cided on Personal Performance

Consultants of St. Louis, a unit of
Medco Behavioral Care Corp.

plained.
Therefore, each facility became

responsible for identifying the
risks at their own operations.

Although the company now has
a handle on controlling losses, like
Bommer Industries, it cannot af-
ford to stop being vigilant.

Edison Parking, which self-in-
sures its third-party property and
liability exposures, reduced
claims to less than 3,000 from

about 6,000 over seven to eight
years.

The company buys coverage for
workers compensation and garage
liability and, even though it has
more locations and exposures, its
coverage costs 10% less now than
it did 10 years ago, he said.

Mr. Nislick agreed with Mr.
Martin that risks must be re-eval-

uated because their frequency and
severity can change dramatically
over time. "The effectiveness of

programs and systems for pre-
venting risks on an ongoing basis
is the responsibility of the loss
control committee" at Edison

Parking, he said. IMI

The program that finally took
shape is one that offers EAP ser-
vices to coalition members, as

well as outpatient and inpatient
mental health and substance

abuse services. Benefits are avail-

able on both an in-network and

out-of-network basis.

The coalition covers 80,000 peo-
ple, most of whom will be enrolled
in the new program by Jan. 1.
Funding for the program will
come from assessments to each

member based on the number of

people covered.
It's not clear whether the coali-

tion's success will lead to the for-

mation of similar groups. "I don't
know if we'll see a lot more," said
Mr. Petersen. "This is a fairly
unique situation."

He said the biggest hurdle in
such arrangements often is "de-
veloping a cooperative spirit" to
agree on things like plan design.

"Coalitions in general continue
to be popular," said Mr. Gial-
lonardo. "But I don't know how

many more we'll see along the ·
lines of this one."

He said other companies can
"look at this and say it's a great
idea," but to put a similar coali-
tion together will take "the right
leadership and commitment" to
keep the group from straying off
the path of searching for quality
care. IMI
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North American Re
Introduces Its New Name

And Symbol.
North American Re is now

Swiss Re America.

Our new name and symbol
are all part of Swiss Re's new
worldwide corporate identity.

The new Swiss Re America

will be stronger than ever, and
will be well positioried to play

 an expanded role within ths
Swiss Re Group.

We are embarking upon a new
strategy to serve clients' changing
needs in a dynamic marketplace.

And our people are energized
by the new capabilities, products,
and services that we are building.

SWISS REINSURANCE AMERICA CORPORATION 237 PARK AVENUE, NEW YORK, NY 10017 (800) 223-1919
ATLANTA BOSTON CHICAGO DALLAS LOS ANGELES NEW YORK PHILADELPHIA SAN FRANCISCO

1$4

We are creating new synergies
everywhere we do business in
the world, from Atlanta to Zurich.

Swiss Re America.

We may have changed our
name and symbol. But we'11 never
change our relationship of trust
with our valued clients.

Swiss Re America
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famillar with your plan and the type Insurers should be mlhng to pro-

Right questions tweak risk programs of busmess you're in vide a range of prospective pro-
The account representative must grams that Include features hke de-

nave the ability to identify problems ductibles and retentions and cover
By MICHAEL BRADFORD should know the capacity of the un- could affect the company That could affect the busmess and all contingencies, including long-tail

derwnter for specrfic lines and 7 How should I measure the h-
come up with solutions, he said risks that may not produce claims

SAN FRANCISCO-Although whether lt can offer services nancial stabllity of an insurer? 10 Do I have the best I'lsk financ- for several years from the inception
each company's risk management through lomt ventures with other There are a number of sources for

ing program for my business? of coverage, Mr Lepage said 1
program is different, the same ques- coverage providers like health main- financial and corporate information,
tions should be asked by anyone im- tenance organizations noted Mr Ashwood, who mentioned
plementmg or evaluating a system 3 How well does my nsk manage- A M Best Co, Standard & Poor's
for controlhng losses, two insurance ment "partner" understand my bum- Corp, Moody's Investors Service
executives say ness? Inc and Dun & Bradstreet Corp Risk management issues

In fact, a look at the 10 most fre- The rtsk manager and insurer Those sources can provide infor-
quently asked questions covers should be involved m a company's mation like reserve amounts, premi- SAN FRANCISCO-Good Attendees heard from speak-
many of the basics of creating an ef- strategic deci- um-to-surplus ratios and prior risk management means check- ers hke Charles A Martin, trea- ,
fective program, according to J k---1'---/k mon-making be. years' performance mg the weather report surer and director-finance at
Michael Ashwood, senior vp-busi- 1 1 \ cause they can Mr Ashwood also suggested that The five-year forecast indi- Bommer Industries Inc m Lan-
ness market sales, and George E LIBERTY provlde mforma- prospectnve pohcyholders request an cated this would be a good time drum, SC, who gave testimoni-
Lepage, vp-business accounts un- tion that will annual report from the msurer of the year to be m San Fran- als on how to hold down claims
derwriting, at Liberty Mutual MUTUAL® make decisions along with the names of current cisco, said John F Ryan, vp of costs with effective nsk manage-
Group m Boston RISK MANAGEMENT eamer, Mr Lep- customers m the same type of bum- commercial marketmg at Lib- ment Executives from Liberty

Their list provided an outlme for CONFERENCE age said ness as themselves as a reference erty Mutual Insurance Group in Mutual cov-
fmancial executives who attended For example, if 8 What security requirements do Boston The meteorological data /r--+--/A ered the top
the Second Annual Liberty Mutual a bumness lS considenng relocattng I want at renewal and how can I proved accurate and Mr Ryan '1 1 | 10 questions
Risk Management Conference m or expanding into new temtones, "sell" them to the insurer? and his staff drew kudos for LIBERTY for evaiuatmgSan Francisco last month the rtsk manager and Insurer can The pollcyholder has to forecast plannmg an event that went off nsk man-

"There is an organized way to provide information related to an losses to show the insurer what it without a hitch under clear slaes MUTUAL a
® agement pro-

evaluate and select a cost-effective area's legal environment, workers expects to expenence m the future and mild temperatures m the RISK MANAGEMENT gram Insur-
CONFERENCErlsk management program through compensation insurance costs, as a way to gain favorable terms at i City by the Bay ance market

a partnership with your insurance building codes and other matters, renewal Even the city's trademark fog trends and

carrier," said Mr Ashwood And, thereby preventing potential prob- Forecastmg mvolves such factors stayed away for the June 11-13 the future of fmancial depart-
with no apologies to TV personality lems that could hinder the move as conmdermg changes m the bum- gathering of the Second Annual ments were other topics covered
David I,etterman, the pair presented 4 How does my risk management ness operation that could reduce Liberty Mutual Risk Manage- at the conference
their Top 10 Questions for Evaluat- "partner" measure and reward the certain losses or legislative changes ment Conference, which was The mild weather held on dur-
ing Risk Management Programs performance of its employees? that would accomphsh the same presented m partnership with mg an evening reception aboard

1 Are the company's assets ade- How an insurer treats its workers thmg, said Mr Lepage CFO Publishmg Corp m Boston the Balclutha, an 1886 square-
quately protected? can rnake a difference in the type of 9 What value-added services do I 4 The conference, titled "Facing ngged ship docked at the Hyde

The first step in answenng this service a pohcyholder receives, Mr get or want from my account repre- the Issues that Face Anancial Street Pier.
question is to "thoroughly under- Ashwood noted sentative? f Executives," featured a number Details for next year's confer-
stand every part, every facet of your 5 Should I consider alternative An account representative "abso- of sessions aimed at educating ence have not been finalized

operation," Mr Lepage advised A methods of risk transfer at renewal? lutely has to have a focus on the i chief financial officers and other For more information, contact
risk management program must en- Mr Ashwood suggested that thls market" that he or she serves, Mr I fmancial decision-makers on the Liberty Mutual at 617-357- ,
sure there are no latent exposures decision rests m part on the eco- Ashwood stressed "Your account art of rlsk management 9500

that could appear from sources like nomic conditions of the business, representative must be completely I
asbestos or hidden environmental the markets lt serves and the gen-
hazards, he warned eral economy as a whole

2 Is there hkely to bea "problem" 6 Has re-englneenng created new Continued lobbying of Congress urged:line of busmess at renewals? exposures for our company,
It is vital to keep up with regula- Mr Lepage pointed out that many By MICHAEL BRADFORD leal to the financial well-being of .

After years of clamoring for
tory and legislative changes that companies have gwen workers new the insurance industry," he re- product liability and tort reform by
could affect coverage availabihty in responsibilities, and those bumnesses SAN FRANCISCO-Insurers and marked, and "lust about anyone businesses and insurers, Congress
some lines, Mr Ashwood said must take a close look at any new pohcyholders have dodged some else should be concerned about (Su- stands ready to enact, at minimum,

Pollcyholders also must know exposures that could be created as a legislative bullets lately, but now is perfund) bankrupting much of product hability reform and maybe,
whether the insurer offers coverage result The company must set some not the time to let down their American industry " lust maybe, some broader tort re-
in every state where the insurance boundaries as to how much power a guard, an insurance executive • Product hability and tort re- forms"
buyer operates And the buyer worker has m making decisions that warns form Repubhcans rode into Washing-

"On the msurance side, we lust Health care, ton this year with tort reform as a
never seem to run out of major po-        Superfund and pnme objective, Mr Gregg said

NOTICE htical issues," said Gary R Gregg, 1 1 1  tort reform iS- "With common-sense legal reform
executive vp with Liberty Mutual

TO LIBERTY sues"overwhelm as a key feature of the Contract
The American Policyholders of National Insurance Group in Boston. "I don't all others in with America, House Repubhcans
Employers' Mutual General Insurance know whether that's our fault or MUTUAL® terms of their quickly passed a bill containing
Association Limited (In Liquidation)

it's ]ust the fact that we have such RISK MANAGEMENT economic, pollti- many changes which until now
Pursuant to the terms of a conservation agreement between Anthony James M¢Mahon and Roger Smith enormous fiduciary responsibihties CONFERENCE cal and social businesses and msurers could only
as Liquidators (the"Liquidators") of National Employers' Mutual General Insurance Association Limited, and are In control of so much complexity," he dream about "
("NEMGIA") and the Supenntendent of Insurance of the State of New York as Conservator (the wealth " said Those changes included limits on'Conservator) of NEMGIA, dated March 31, 1995 ¢lhe Agreement"), the Liquidators are required to pro- Insurers have watched with some "The obsession with health care pumtive damages, estabhshment ofvide notice to American Pollcyholders that the Conservator has petitioned the Supreme Court of the

relief as the effort to overhaul the reform at the federal level, as a federal product hability standardsState of New York supemising the conservation of NEMGIA for an order approving the Agreement
Accordingly, this it to notify you, as an Amencan Policyholder, as follows nation's health care system hzzled, matter of national polltics, is over and elimination of joint habihty for

but they remain aware that Con- for now and perhaps for the fore- non-economic damages "Many of
(a) Pursuant to an order of the Supreme Court of the State of New York dated July 12, 1993, the gress wlll revisit health care and seeable future," he noted "How- the refomis apphed not just to
Conservator is conserving trust funds in the amount of $1 5 million posted by NEMGIA pursuant to other issues that will impact insur- ever, the federal government is stlll product hability cases but to allNYCRR Section 275 (Regulation 41) for the benefit of American Policyholders as defined In the
trust agreement dated December 31, 1985 between NEMGIA and Bankers Trust Company ance companies and their pollcy- extremely concerned about the cost civil lawsuits m any state or federal

holders, he noted of health care, particularly Medi- court," he said
(b) The Conservator and Liquidators have entered Into the Agreement, for the purpose of avoid- Spealang at the Second Annual care's bite out of the federal bud- The House bill met resistance lIt
Ing duplication of effort and expense, by which the Conservator will distribute the trust funds to the Liberty Mutual Risk Management get " And, not only m Washington the Senate, however, and votes to
Liquidators for distribution for the creditors of NEMGIA Conference held last month m San but also in the states, forces against pass the original version never ma-

Francisco, Mr. Gregg added that managed care are on the march, terialized(c) The Agreement provides that the Liquidators will either combine the trust funds with the gen-
eral assets for distribution to ail creditors of NEMGIA, if American Policyholders would receive a "many of the issues facing the m- said Mr Gregg The Senate bill was scaled bac.<

greater pro-rata distribution from the general assets than they would receive from the trust funds, or surance Industry are Imposing slml- Rather than baslang in the defeat and, among other changes, would «
that the Liquidators will distribute the trust funds to Amencan Polic¥holders (as agent for the lar challenges on other sectors of of the "111-conceived reforms of the apply only to product habillty
Conservator), If American Policyholders will receive a greater pro-rata distribution out of the trust the American economy," Clinton administration, we need to cases, not all civil lawsuits
funds than out of the general assets He addressed an audience of fi- focus on the lessons we learned "With different bills in the House

(d) The Agreement provides that the Liquidators will determine the value of all claims and that the nancial decision-makers at the con- over the last few years as we look and Senate, the likely scenario is
final adjudication of claims by the Liquidators will be binding on the Conservator ference titled "Facing the Issues to the future," Mr Gregg warned that a conference committee wiL

that Face Financial Executives Tort reform battles also continue work out the diferences," he said
(e) The Conservation Proceeding will be terminated following distribution of the trust funds to the Mr Gregg said the critical politi- to be fought, he said. "The final product wa probably
Liquidators

cal issues facing insurers and poll- "Apnme example of how the le- look more hke the Senate version
cyholders mclude gal system has run amok lS the re- because (Repubhcans) don't hae(f) A hearing has been scheduled before Hon Alice Schlesinger of the Supreme Court of the State

of New York on the 6th day of September, 1995 at 9 30 a m at 80 Centre Street, Room 279 at which • Health care reform "Given my cent case of a woman who spilled a the votes to pass a more sweeping
time all persons who object to the Agreement may be heard company's business, we have been hot cup of McDonald's coffee on tort reform bill"

particularly interested in how her lap as she was leavmg the Most observers, he added, expec
(g) American Policyholders who wish to be heard must serve written objections on the Conservator health care reform affects workens dnve-through, then sued for, and President Clinton to sign a version
by 23 August 1995 Written objections should be served on the Superintendent of Insurance of the compensation and automobile in- was awarded, a multlmilhon-dollar of the law despite his hints at aState of New York as Conservator of NEMGIA, 123 William Street, New York, New York 10038-3889

and must be filed in the Supreme Court of the State of New York, County of New York, 60 Centre surance," Mr Gregg said "But, the judgment," he said (BI, Feb 6) veto "This would be an important
Street, New York, New York 10007, In the proceeding entitled «tri the Matter of the Conservation of issue is Of course much bigger than While no one wants to eliminate step toward getting our nation's le-
NATIONAL EMPLOYERS' MUTUAL GENERAL INSURANCE ASSOCIATION LIMITED, Index No that " compensation to someone who lS gal system back in balance It
403456/93"

• Financial services deregulation harmed negligently or mtentionally, would also open the door to getting
Dated July 3,1995 EDWARD J. MUHL Legislators are examining how to "we also don't want people using broader civil Justice reforms en-

Superintendent of Insurance of the keep the Insurance, banking and se- the courts as the equivalent of a acted "
State of New York as Conservator of cunties industnes competing fairly winning lottery ticket," he said Mr Gregg urged businesses to
NATIONAL EMPLOYERS' MUTUAL GENERAL while staying ahead of intema- "Fortunately, the country finally "keep the pressure on Congress and
INSURANCE ASSOCIATION LIMITED

tional competition, Mr Gregg said seems ready to curb some of these on the state legislatures" to enact
• Superfund reform This is "cnt- excesses such reforms

--
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Chasing down lost policies
By David M. Halbreich

 hen it comes to archivinginformation-particularly documents relating
to insurance-even the best-managed companies often
fall short.

Rarely do companies organize their insurance

policies by year, or by type of coverage. Rather than
finding policies worth millions of dollars stored neatly
in plastic sheathes, bound together in the company
vault, a request for lost policies often yields the
somewhat sheepish admission that the documents
were lost or destroyed years ago.

Why keep the information, most managers wonder.
What difference does it make once the policies expire?
It can mean millions of dollars to a corporation.

Take Fibreboard Corp., for example. The company
faced more than 200,000 bodily injury claims that fell
under policies dating back to the 1950s and beyond,
and through insurance coverage litigation managed to
pass almost all of its $3 billion-plus settlement
agreement onto its insurance carriers by referencing
expired policies.

Surprisingly few companies follow
the simple maxim'save your
policies' thal could provide
immediate solace if trouble arose.

Other corporations in a mix of industries have faced
major issues and claims-from pollution and
subsidence, to electromagnetic fields and
tobacco-that have triggered old coverage. Any time it
can be shown that there was injury or damage during
an older policy, it is sufficient to trigger the older
coverage.

Without the policy, what is to stop an insurance
company from swearing that it never issued the
coverage? And what if other events during the regular
course of business worked to exhaust that coverage?
Or worse yet, what if your company was among the
last to be hit with a certain kind of lawsuit, long after
the insurance companies put absolute exclusions for
that type of claim into the policies?

Despite the stakes, surprisingly few companies
follow the simple maxim "save your policies" that
could provide immediate solace if trouble suddenly
arose and evidence of past insurance was needed. In
fact, companies should do more than just save their
policies. Management should save everything
associated with the purchase of the policies-the
checks, correspondence with the insurer and the
broker, promotional material sent by the broker or
insurer, accounting documents showing the purchase
of the policies, etc.

Assuming the worst, then, what can a company do
to find evidence of its coverage? And even if some
evidence of coverage is found, will that be sufficient?
Here are some issues for management to consider:

The search begins

The first step is to zero in on the relevant time
frame, since certain claims have the potential for
triggering 40 years of coverage or more while others
may involve events in the more recent past.

Consider what the name of the company was at the
time. Have there been mergers or acquisitions during
the relevant time periodthat have resulted in a name
change? Also, consider what line of business the
company was focused on at the relevant time.
Typically, companies have to provide evidence of
insurance to different regulatory entities, which may
serve as another lead.

Also look at whether the structure of the company
has changed over time. Was there a reorganization? A

purchase of substantially all of the assets of another

company? A merger? Was there a parent company?
Copies of the policies may reside in the other
company's files.

Additionally, try to determine who was responsible

for purchasing insurance. Was it a risk manager, the
company treasurer or CFO, the general counsel's

office? Keep in mind that the company's current
reporting lines may in no way match the way in which
insurance was purchased in the past. Also, try to

determine if brokers were involved. By interviewing
those in-house people who were responsible for
purchasing the coverage, you may be able to gather

more information on outside brokerage houses. All of
the brokers should be contacted and the individuals

responsible for the account should be interviewed.

What to look for

It is virtually impossible to catalog all the different
kinds of evidence that may reference insurance
purchased by a corporation within the confines of this
article.

What is important for companies to consider is how
secondary evidence can be used as clues that
ultimately may lead to finding the actual policy. And
in some cases, secondary evidence may even be
sufficient to persuade the insurer to drop a defense
based on lack of coverage. If that tactic is not
successful, secondary evidence can be used to help
establish the material terms of the coverage through

litigation.
Here is a brief rundown of sources of secondary

evidence that a company should track down in its
efforts to locate a lost policy:

• Documents-those that contain policy

information such as policy number, term limits, name
of the insurer or broker.

• Correspondence-documents relating to the
policy, such as claim documents, records of premium
payment, applications for coverage, solicitations for
coverage, insurance requirements for certain
contracts.

• Insurer's internal documents-prior reserves
established, evidence of reinsurance placed on the
policy.

• Document retention programs-may make
specific reference to procedures for maintaining
coverage.

• Legal department files-may have referred to
coverage information in the ordinary course of
handling a then-existing claim.

• Corporate indexes/documents-include listings of
the contents of the corporate vault, any written
guidelines for handling claims against the company or
accident reports. These documents may refer to the
name of the insurer or provide other useful
information.

• Accounting records-accounts payable work
papers prepared in the course of audits may indicate
the name of the insurer or the policy number.

• Licensing records-governmental permits and the
like often require evidence of insurance as part of the
permit process. Checking these files may yield these
certificates or they may be maintained by the
regulatory agency itself.

• Miscellaneous sources-minutes of meetings of
the board of directors, minutes of shareholders'

meetings, files on easements, construction projects,
lines of credit, vendors' files and safety records.

Remember, there is really no limit to the extent of
the search. Your company's efforts likely will depend
on the size of the claim at issue. In other words, the

more dollars at stake, the more exhaustive the search
within the company's archives.

Proving lost coverage

If the insurer is going to force you to litigate the
existence of the older coverage-in spite of the
strength of the secondary evidence obtained-then a
few additional points need to be noted.

First, the corporation (or policyholder) will have to
prove that the original policy cannot be found and
that it was lost or destroyed without fraudulent
intent. All that usually is required to verify this is
proof that your company has conducted a reasonably
diligent search for the policy in places where it would
ordinarily be located.

Once the policyholder meets the "search test," then
the company can introduce secondary evidence to the
policy's term. How can you introduce evidence of a

document that your company does not possess?
There are a myriad of ways, including:
• Employee testimony. People who remember the

coverage can testify to its terms. You would be
surprised at the intricacy of the details that from time

Searching for missing insurance
policies can involve hstraling and
painstaking work. The altemalive,
however, is usually unacceptable.

to time are recollected, sometimes after more than 20

years from when the policy expired.
• Insurer files. Often, some of the best evidence

comes from the insurer's own files, including loss

prevention records, old claims files, old marketing
files, premium receipts, etc. If your search turns up
certificates of insurance, then this can go a long way
to proving the coverage bought.

• Industry standards. Evidence of what standard
forms of coverage were in use during a given period of
time is not difficult to develop and tends to shift the
burden to the insurer to prove that something other
than the standard form was used.

Similarly, you may have evidence of other coverage
placed with the same insurer during different time
periods. Testimony then could establish that the type
of coverage did not change from year to year. By the
same token, you could use another insurer's policies
that were purchased from a different period to the
same effect.

Burden of proof

It is important to remember who has the burden of
proof in these insurance coverage cases.

Typically, the policyholder must prove by a
preponderance of the evidence that the policy was
issued and what its material terms are. The insurer

typically has the burden of proving restrictions on
that coverage, such as exclusions and limits of
liability.

Searching for missing policies can involve
frustrating and painstaking work. The alternative,
however, is usually unacceptable to management. As
in the case of Fibreboard or other companies facing
"bet the company" litigation, proving the existence
and parameters of missing coverage can be absolutely
essential to the continued life of the company.

Even for those companies facing more limited
threats, the continuous resource drain of paying to
defend against claims that should be covered by an
older policy is untenable. After all, what were the
premiums for, if not the security of knowing the
company's insurer would be there years later when a
claim materializes out of the blue? ial

David M. Hatbreich is head of the
Southern California Coverage Group
and a partner with law firm Brobeck,
Phleger & Harrison in Los Angeles.
He represents policyholders in

disputes with insurance companies.
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Ounce of prevention can cut care costs
Greater attention to factors causing illness is needed: Expert men in Bangladesh, according to a complications and co-morbidity,

By JOANNE WOJCIK recent widely reported study that or related health problems, she
ticularly in the area of early de- 1ty of more than 800,000 between Ms Gruman did not identify said

tection and screening," she ac- 1989 and 1993
SAN DIEGO-Managed health knowledged "And, just as in Eastern Europe, And, as the number of people

Most of the deaths were not due cardiovascular disease is primar- over the age of 65 grows, medical
care systems must treat the mind "But what's lost in the glare of to erosion of the medical system 1ly responsible for this," she said providers increasingly will be
as well as the body to improve those pyrotechnics is the really or epidemics of infectious disease, These and other studies all called on to treat these individu-
outcomes and reduce health care mundane reality of individuals but rather due to increased inel- prove that "divorce, unemploy- als' chronic illnesses With agecosts, a health care expert says and their families who are coping dence of cardiovascular disease ment, violence in the neighbor- comes a decrease of functioning,

Unfortunately, "there's this on a daily basis with being chron- among young men-those be- hood play a critical role in the an increase in chronic disease andfunny mismatch between the cur- ically 111 or disabled," she said tween the ages of 30 and 55rent orientation of medical care health of the population at large," a loss of independence, Ms Gru-
As a result, these people often The study attributed the in- Ms Gruman said man noted

toward providing superb acute become high-cost users of the creased mortality rate among Unfortunately, while the U S Already the number of peoplecare and the growing need of the medical system young men to pohtical and eco- health care system historically has over the age of 65 has risen dra-population to The recognition and adoption nomic upheaval, greater poverty, excelled at treating acute illness, matically to 164% of the popila-
receive services by the medical system of a unemployment, divorce, migra- it is not equipped to accommodate tion today from 41% at the turn

GWAA  that help to pre- broader understanding of what tion, hopelessness and conflicts in the types of chronic diseases that of the century
vent and man- factors determine health and work and family now afflict the population, Ms At the same time, life expect-chronic well-being does offer strategies This natural experiment shows Gruman asserted ancy at birth has increased to 75
conditions and for helping to reduce costs and the influence of social stress on For example, seven of the 10 years from only 47 years in the

thus avoid acute care," according improve health outcomes," she morbidity and mortality, and leading causes of death in the year 1900to Jessie C Gruman, executive di- said
rector of the Center for the Ad- while we don't have the same gen- United States are due to chronic "Until medicine as we know it

For example, "we need to con- eral level of social upheaval in diseases for which there is no comes to cure old age and com-vancement of Health in Washing- sider factors that are broader than this country, among certain social cureton press morbidity into a matter of
disease in planning health care strata we certainly do," Ms Gru- "For these conditions, the focus days, this lS going to be a continu-The center was founded ln 1992 that's both efficient and effec- man said of medicine must be to provide ing challenge for medicine in gen-by the John D and Kathryn T tive," she said, such as "psycho- • The life expectancy for men in care That's long-term manage- eral and health care in particu-

MaeArthur Foundation and the logical, social and behavioral ones central Harlem is less than it is for ment of disease and prevention of lar," she saidNathan Cummings Foundation to like stress, like social support, like
advance an evidence-based view depression and anxiety "
of health that recognizes the con- Unfortunately, this raises sig-
tributions of a range of behavioral nificant problems for the medical 3,197 attend GHAA institute
and psychosocial factors to help community, which has been
outcorrles trained primarily to detect and SAN DIEGO-Even though Amenca, the nation's largest for the GHAA," he said, m

There's a huge gap between treat organic illnesses, pointed out health care reform legislation and oldest managed care in- keeping with this year's Groupwhat we know and what we do ln Dr Andrew L Epstein, primary was never enacted in Washing- . dustry trade group, to be care- Health Institute theme, "Build-health care," Ms Gruman said care internist at Harvard Commu- ton, managed care is fast be- ful with their newfound power ing on a Legacy of Health Careduring a session on "Integrating nity Health Plan and assistant coming the de facto national "We want to do everything Leadership "
Mental Health Care and Physical professor of medicine at Harvard health care policy, according to we can to make sure the public "You can now be the elder
Health Care Therapies" at the re- University in Cambridge, Mass Steven A Schroeder, president benefits from the surge" in sta tesmen" and " raise ourcent 45th annual Group Health For example, according to a of the Robert Wood Johnson managed care growth, "to be health care system's perfor-
Institute, sponsored by the Group 1961 study of 1,000 people, only Foundation sure we don't win the battle mance to a new level," Dr
Health Assn of America in San one of 250 people who reported "In my more than 45 years"
Diego June 18-21 and then lose Schroeder urged the audience

one or more illnesses or injuries in in the health care industry,"I the war " Besides Dr Schroeder's ad-
"We need to go beyond the eas- a 30-day period were referred to a have never seen such incredi-

ily measured disease states as the university medical center for ble change," Dr Schroeder
focus of medical intervention," treatment told the 3,197 attendees of the GUAA

Specifi- dress the institute featured a

cally a d- satellite speech from House
she said dressing Speaker Newt Gingrich, R-Ga,

"And that lS where physicians 45th annual Group Health In- health main- and numerous continuing edu-
"The old adage, 'When all you are trained," he said stitute, sponsored by the tenance organization execu- cation classes designed to edu-

have is a hammer, everything "Conventional medicine regards Group Health Assn of Amenca tives, Dr Schroeder admon- cate leaders of the managed
looks like a nail,' applies We need things like depression, anxiety June 18-21 m San Diego is}led "As you worry about care industry
to add tools to medicine if we are and social support as too elusive "It's as if the country voted market share, don't destroy Next year's Group Health In-
to meet the changing needs of our to measure, let alone to manipu- for it, but it didn't," Dr your seed corn," refemng to stitute will be held June 16-19
population of patients," she said late," Ms Gruman said "But this Schroeder said "It's become a the primary care physicians m New Orleans

Simply investing in more ex- simply isn't true anymore We default health pohcy " 1
that were used to build their For more information, con- 1pensive technology, however, lS have robust, empirically sound But Dr Schroeder, whose networks tact Bonita Nunez at the Group, 1not the answer, according to Ms and scientifically based evidence foundation has provided finan-

Gruman He also warned that "exces- Health Assn of America, 1129
that the way we think, the way we cial support to numerous sive focus on short-term profit 20th St NW, Suite 600,

"Ninety-five percent of the $1 feel and the way that we act affect state-based health reform mi- and market share could invite Washington, D C 20036, 202-
trillion that we spend on health in the onset of some diseases, the tiatives, urged the members of regulatory backlash " 778-8490
this country goes for medical progression of many and the man- the Group Health Assn of -This is really a critical time -By Joanne Wolciktreatment, yet we know that med- agement of nearly all "
ical treatment affects only a tenth Scientific studies that Ms Gru-
of the preventable mortality," she man pointed to as evidence in-
said cluded behavior of trying to bribe their duced managed care that re-

"The focus of medicine on the • A UNICEF study last October Cutbacks employees not to buy insurance," stricted employee access to lower
stark power of high-technology that described a new health crisis he said cost plans and providers, Mr Lei-
diagnostics and therapeutics can in Eastern Europe related to the Continued from page 3 "They're called cafeterla plans," sure pointed out
really offer significant gains, par- fall of communism excess mortal- centage of umnsured increased to he said

16% from 15%
Recent changes in the Federal

Employers that offer flexible Accounting Standards for requir-

Ruling frees Lloyd's underwriters "Employer-based insurance de- benefit programs in which a fixed ing employers to reserve for fu-
clined across the board," Mr Alt- sum is allocated to each employee ture retiree health care expendi-
man said

from posting bonds in dispute
for health care expenditures are tures also have altered employers

"And the number of uninsured actually encouraging employees attitude toward health care bene-
actually increased," he said, espe- to "go get health care from your fits

SAN JOSE, Calif.-Lloyd's of I,ondon underwnters need not post a cially among the highest-paid spouse's employer" and use those Now employers are seeing
$475 milhon bond pnor to litigating a pollution coverage dispute with . workers flex dollars to buy other perks, health care benefits as a part of
Lockheed Martm Corp, a Callfornia supenor court ludge ruled In contrast, the percentage of such as additional vacation time, employee compensation, and

I,ockheed tried to use a little-known provision in Callfornia and those uninsured "actually fell Mr Altman said "flexible benefit plans are a way
other states' msurance code that requims non-admitted insurers to post , among the poverty group because But U S employers must rede- of treating health care benefits

a bond pnor to a coverage dispute I,ockheed sought a bond fIOm its they were able to get Medicaid fine their commitment to provid- hke compensation," Mr Leisure
London insurem-led by the Anel syndicate managed by Methuen 1 coverage," Mr Altman pointed ing health care coverage if they explained
(Lloyd's Underwnbng Agents) Ltd. and by Bntish Aviation Insurance i out are to remain competitive in the "I do believe in the future that

! Group-in its dispute over environmental damage at 13 Callforma sites  This shows that the majority of world economy, asserted Larry employers are going to treat1

1 Several other aerospace manufacturers m rihforma have filed Siml- c the population that became unin- Leisure, a partner with Pnce Wa- health care benefits like compen-
lar cases against their overseas Insurers (BI, June 19). sured were employed, according terhouse in San Francisco sation and employees and retirees

In rejecting the claim, Judge Alden Danner in the Santa Clara Supe- to Mr Altman "In the early 1980s and late will be given a flat dollar amount
nor Court cited the $11 bilhon Lloyd's American Trust Fund and other ; And, if this trend continues, 19705-'the good old days'-m- that they can apply to any number

 trust funds held in the Unlted States by Lockheed's other insurers as ' more than half of the working ployers were fairly paternahstic," of choices" of health plans, he
j sufficient to guarantee any future rls,ms population in the United States and provided generous health care predicted

"This is especially grat*ing because laige corporate pohcyholders j will be without health care cover- benefits to employees and retirees, This approach also puts the
j have been abumng these statutes for Improper purposes," said Jim Bar- age by the end of the decade, he he recalled health care purchasing decision

ber, a partner at Hancock, Rothert & Bunshoft, which represented the predicted "But many employers discov- back into the hands of the actual
Lnndon insurers  Unfortunately, "the concept of ered that was unsustainable," he consumer And, this serves to dis- But, the Judge ruled that insurers may have to post a bond for liabill- , collectively purchasing insurance said suade employees from looking to

, ties ansing m 1977, when Lockheed's surplus lines broker, Swett & 1 is breaking down," Mr Altman Some employers shifted the their employer as a third-party
Crawford, allowed its suiplus lines license to lapse in violation of Call- said higher health care costs to em- "tooth fairy" who will a_ways
fornia's msurance statute A heanng Irall be held Aug. 4. For example, "more and more ployees in the form of copayments pick up the tab, no matter how

-By Gavm Souter  employers are now engaged in this and deductibles, he said unreasonable that tab might be,
legal, but morally questionable Other employers, though, intro- Mr Leisure said

- - --
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Syndicate realignment seen at Lloyd's
By SARAH GODDARD

LONDON-The nunnber of active

Lloyd's of London syndicates is con-
tinuing to fall as uncertainties re-
main about the market's trading
base.

In the past few weeks, syndicates
have been moving to other managing
agencies or merging or both to posi-
tion themselves for the new-style
Lloyd's envisioned in the market's
reconstruction plan.

Notable among the recent changes
was investment banlcing company
Cater Allen Holdings P.L.C.'s an-
nouncement that it will withdraw

from the Lloyd's managing agency
business at the end of this year.

The company was not confident it
could raise enough support for the
syndicates for next year, explained
David White, deputy chairman. It
could not accurately assess the num-
ber of members that would be in the

market in 1996 or the amount of

capital they would provide, he said.
Subsidiary Cater Allen Syndicate

Management Ltd. currently manages
three active Lloyd's syndicates and
eight in runoff. Methuen (Lloyd's
Underwriting Agents) Ltd. is in the
final stage of talks with Cater Allen
about taking over marine syndicate
375, which has capacity this year of
£58.2 million ($91.1 million).

Directors of the two companies
have reached an agreement, but it

has not been formalized, said Rich-

ard Sumner, manager of special pro-
jects at Methuen in London.

Mr. Sumner also confirmed that

Methuen was taking a "provisional
look" at another Cater Allen syndi-
cate, non-marine syndicate 322. He
added that Methuen looked at every
Lloyd's syndicate from time to time
to keep "abreast of what is going on
in the market."

Syndicate 55, the last of Cater
Allen's active syndicates, will an-
nounce its plans within the next:
week, said its underwriter, George

Lloyd-Roberts.
Discussions about the future of the

runoff syndicates also are taking
place, said Mr. White, but no deci-
sions have been taken yet.

At the end of last year, Cater Allen
transferred management of syndicate
190, which wrote predominantly
North American business, to Liberty
Syndicate Management Ltd. The
syndicate manager is 25%-owned by
Liberty Mutual Insurance Co.'s Lib-
erty Europe (Holdings) Ltd. unit.

Under new corporate capital regu-
lations at Lloyd's announced last
week, Liberty Europe can take over
full ownership of Liberty Syndicate
Management in the near future, said
Ewen Gilmour, manager of Lloyd's
corporate membership unit. The syn-
dicate is 100% capitsli:Zed by Lib-
erty Corporate Capital Ltd., a wholly
owned subsidiary of Liberty. Rich-

ard Hazell, chairman of Liberty Eu-
rope in London, was underwriter for
the syndicate from 1967 to 1992.

He said it was a "distinct possibil-
ity" that Liberty Syndicate Manage-
ment will be an agent for more syn-
dicates in the future. "Nobody
knows the capital situation for 1996,
but...if good opportunities present
themselves, Liberty will take them."

Liberty Mutual also has increased
its involvement in the London mar-

ket with the formation of Liberty
Reinsurance Co.

Grahame Potter-previously chief
executive of Copenhagen Reinsur-
ance Co. (U.K) Ltd.-was recently
named the company's chief operat-
ing officer. James Payne, former
chairman of reinsurance bmker E.W

Payne Cos. Ltd., earlier was ap-
pointed chairman of Liberty Re.

Meanwhile, managing agency
Murray Lawrence & Partners Ltd.,
one of the largest in the Lloyd's mar-
ket, has decided to merge two of its
smaller marine syndicates into two
larger syndicates next year.

Paul Archard, managing director
of Murray Lawrence in London, said
the mergers would secure the future
of the smaller syndicates in a market
that was "moving toward larger
business units." Although he didn't
foresee any major drop in Lloyd's
capacity next year, he thought that
smaller syndicates may lose out in
favor of the larger ones, partly be-

Store's collapse largely uninsured
By KATE TILLEY

SEOUL, South Korea-The de-

parbment store building that col-
lapsed in Seoul late last month had
only minimal property insurance
coverage, according to foreign insur-
ers based in this city of 12 million
people.

Although coverage could have
been written by a foreign insurer, it
was much more likely written by the
government-owned insurer, Korean
Insurance Co., observers say.

The building collapsed just before
closing time on June 29, and the
death toll as of last Wednesday was
112 confirmed dead, 381 missing,
and between 1,000 and 1,500 injured.

Foreign insurers were uncertain
whether Sampoong Co., which built
and operated the five-story Sam-
poong Department Store, had any
public liability coverage but ex-
pected that coverage also would be
minimal, if it had any at all.

"It would be a very modest
amount; it probably wouldn't cover
even one fatality," said one insurer
active in the market.

Because of the rigid tariff struc-
ture in the insurance market and the

resulting high premiums, it is not
unusual for owners of large proper-
ties to buy very little insurance, un-
derwriters confirmed.

Some of the dead and injured may
have had bersonal or group sickness

and accident or life insurance poli-
des, as South Korea's life insurance

market is the sixth4argest in the
world.

But, Gerry Carter, CIGNA Insur-
ance Co.'s general manager in Seoul,
said many of those 1dlled and in-
jund were women, and they were
less likely to have life or sickness/ac-
cident policies than men.

Foreign insurers say the tragedy
may highlight problems with the in-
surance market and prompt the
South Korean government to speed
its plans for deregulation of the in-
surance industry.

In 1992, the government released a
plan to progressively deregulate the

See Collapse on page 19

Orion paying ILU claims
BY SARAH GODDARD

LONDON-Policyholders who
bought coverage from the insol-
vent Orion Insurance Co. P.L.C.

through the Institute of London
Underwriters are receiving their
first claim payments under a spe-
cial agreement decided upon last
October.

Under the agreement, Orion's
parent, Internationale Nederlan-
den N.V., should pay in full all
claims under policies that were is-
sued after 1970 by Orion and its
subsidiary London & Overseas In-
surance Co. P.L.C. through the
ILU (BI, Oct. 24, 1994).

The first $11 million was made
available last week under this

special agreement to policyhold-
ers who held proof of claim. Fur-
ther payments will now be made
on a monthly cycle.

The total unaudited liabilities of

Orion and London & Overseas are

estimated to be $1.66 billion as of
Dec. 31, 1993, and total assets are
estimated at $1.07 billion, accord-

ing to the provisional liquidators'
most recent rei)ort. These figures

are expected to be confirmed by
audit in the near future and the

1994 year-end position is cur-
rently being reviewed, said the
provisional liquidator, Paul
Evans, a partner at Price Water-
house in London.

The arrangement with the ILU
provides for the payment of
claims on policies that were writ-
ten on or after March 20, 1969, for
Orion and Aug. 28, 1970, for Lon-
don & Overseas.

Currently, the insolvent compa-
nies are only paying insurance
claims, but cedants who are not
retrocessionaires of the companies
should soon have their reinsur-

ance claims incorporated into the
arrangement, as well.

The ILU plans to establish a
further program to cover retroces-
sionaires' claims, but the program
would be very complex and there
is no start-up date in sight, said
Edward Walker, membership fi-
nancial director of the ILU.

Mr. Walker said he is confident

that all valid claims presented
through the current plan will be
Daid in full. though the total

amount of ILU policyholders'
claims has not been estimated.

"The ILU has guarantees from a
number of parent companies of
members," he said, "and where a
member fails, that guarantee will
be used."

In conjunction with brokers, the
ILU has chosen certain policy-
holders to receive the first pay-
ments under the arrangement.
Generally, these are the larger
claims and the agreement speci-
fies that claims greater than
$50,000 will be made direct to the
policyholder. Claims below this
threshhold will be paid through
the broker unless the broker re-

guests direct payment to the poli-
cyholder. Mr. Walker said the ma-
jority of claims that have been
presented are less than $1,000.

The arrangement is already be-
ing reviewed by the ILU and com-
puter systems will be developed to
speed up claims payment. "Rather
than hold up payments, we manu-
ally prepared them for July," said
Mr. Walker, "but we are aiming to
develop the computer systems to
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cause of the lower expense ratios for
bigger syndicates.

Other moves in the market include

the transfer of aviation syndicate 53
from Marchant & Eliot Underwrit-

ing Ltd. to Crowe Syndicate Man-
agement Ltd. next year.

Among Crowe's five syndicates
currently underwriting is specialist
excess-of-loss aviation and catastro-

phe syndicate 808. Crowe Managing
Director Kevin Collins said that the

two syndicates will not be merged,
partly because they write very differ-
ent books of business. This leaves

Marchant & Eliot with just one syn-
dicat-282-and Mr. Collins said

that Crowe was given an opportu-
nity to "look closer" at it but decided
not to since the agency does not
want to expand any further for 1996.

According to syndicate 282's un-
derwriter, Andrew Elliott, there are
no immediate plans to relocate the
syndicate outside the Marchant
agency. A fall in capacity to £35.5
million ($55.5 million) for this year
from £131.3 million ($245.5 million)
in 1992 has forced the syndicate to
review its underwriting strategy, fo-
cusing on what Mr. Elliott calls its
core accounts.

It continues as a joint lead on the
Marchant Space Consortium, along-
side syndicate 800, but space busi-
ness accounts for only 25% of the
syndicate's book. The rest is divided
between catastrophe, war and politi-

cal risk and marine liability. He says
there has been interest in investing
in the syndicate from corporate
Lloyd's members, particularly those
already involved in the industry.

Meanwhile, the Brockbank Group
PLC. has sold its subsidiary, Senti-
nel Run-Off Ltd., to runoff experts
Market Group Management P.L.C.
Ian Martin, previously chairman of
Sentinel and investment director of

Brockbank in London, said the sale
would benefit names on the seven

syndicates that were being adrninis-
temd by Sentinel because of the
scale of MGM's operation.

"It is becoming increasingly clear
that it is in the best interests of

names to have their runoff dealt

with by larger organizations because
these businesses can provide econo-
mies of scale," he said.

MGM employs 350 people and the
17 Brockbank employees who
worked on the runoff are being
brought on board. Mr. Martin said
the sale lets Brockbank "concentrate
on its core business."

Brockbank syndicate 861 is the
second largest in Lloyd's this year,
with capacity of £245.3 million
($383.9 million). It recently recruited
professional indemnity underwriter
Miriam Goddard-previously with
Burnhope syndicate 1212-to ex-
pand the syndicate's errors and
omissions business, particularly from
the United States. El

Sampoong Co. may have only minimal property coverage and per-
haps no liability coverage to apply to the collapse of its Seoul store.

KOKOs' future in doubt

after Gerling withdraws
By DON LEWIS KIRK

COLOGNE, Germany-Gerling
Konzern Allgemeine Versicherungs
A.G. is now the second major insurer
to abandon the controversial under-

writing consortium that sets prop-
erly insurance rates for large indus-
trial risks in Germany.

The move by Gerling, one of Ger-
many's leading industrial insurers,
comes less than a month after Al-

lianz Versicherungs AG. announced
a similar step (BI, June 5).

The consortium-called konsor-

tialkommissions, or KOKOs-has
come under fire from large industrial
companies in Germany as it has
raised rates across the board to off-

set sizable industrial property losses
in recent years.

Gerling Chief Executive Juergen
Zech said the insurer will implement
a new rating system for commercial
risks-using individual risk assess-
ments rather than a broad tariff-by
next month.

The move should help Gerling
keen mAinr rlipnts frnm Ariftincs tn

foreign competitors, as has happened
with some German companies, said
Mr. Zech.

Dieter Nowak, Gerling's property
insurance director, said he expects
many companies with good loss ex-
perience will be able to take larger
deductibles or make additional im-

provements to safety and loss control
programs to keep their rates low.

Gerling will take a "harder line"
with loss-prone policyholders, he
added. "We plan a check-up. Those
not willing to change their safety
philosophy and management will see
their premium rise-or lose us as
their insurer."

While the "new orientation" in the

German property insurance market
will reduce rates for many larger cli-
ents, Mr. Nowak said the change
could mean rate hikes for middle-

size and smaller commercial clients

if conditions merit.

Mr. Nowak also believes the move

by Gerling and Allianz, as well as
the complaints of policyholders, have
sealed the fate of the KOKOs.
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Aviation liability limits Orion
to increase in Australia

By KATE TILLEY

CANBERRA, Australia-Austra-
lia's Federal Parliament has passed
an amendment to its aviation legisla-
tion that would lift the minimum lia-

bility limit for international airlines
to about $500,000 Australian.

The Transport Legislation Amend-
ment Bill No. 1 has been passed by
both chambers of Parliament and

was expected to be approved by the
Governor General today.

The bill would raise the minimum

liability limit for international flights
by Qantas Airways Ltd. and Ansett
Airlines Ltd., Australia's two inter-

national carriers, to 260,000 Special
Drawing Rights, or about $573,000
Australian, per passenger (BI, Jan 2).
That would bring the country's inter-
national limits in line with the do-

mestic limit, which also was in-

creased to $500,000 Australian last
year (BI, Nov. 28, 1994; Aug. 29,
1994).

The Australian government cannot
force other international airlines

travehng to Australia to agree to the
new limit but wrote to them seelcing
voluntary compliance. A spokesman
for the Department of Transport said
"most are in favor," though some
airlines were concerned that it would

be hard to implement diSerent limits
in different countries.

International limits were discussed

at the International Air Transport
Mssn.'s conference in Washington
late ldst month.

Steve Showell, general manager of
risk and insurance for Sydney-based
Qantas, Australia's major intema-
tional airline, said the airlines had
agreed to establish two committees
to examine liability limits.

The airlines have favored a limit

of 250,000 SDRs if a countly's laws
require it or a carrier voluntarily
adopts such a limit.

Mr. Showell said Qantas opposes
any proposals for unlimited liability
but conceded that the pmvious limits
in Australia were too low.

A second amendment bill, which

would enforce mandatory, non-void-
able insurance for all airlines operat-
ing in Australia, also was passed by
the Federal Parliament on June 30.

That bill would prevent insurers
from denying liability coverage, re-
gardless of whether the airline was
negligent. The Transport Depart-
ment spokesrnan said the bill was
likely to apply starting Jan. 1, 1996.

The bill, which also amends the

Gerling
Continued from page 17

"There will be no more KOKOs as

we know them," said Mr. Nowak.
An official death knell was ex-

pected July 4 at a meeting of fire in-
surers in Frankfurt. The Verband der

Schadenversicherer, a property in-
surer group that determines the fate
of the KOKO, would not cornrnent
on the speculation.

By leaving the tariff system be-
hind, Geling and Allianz have re-
moved an advantage from smaller
insurers, which rely on German
Property Insurers Assn. statistics.
Data fmrn the two companies will
no longer be available to the gmup

Mr. Nowak also predicts a change
in the competitive environment: "The
competitive factor in industrial in-
surance will be more in technical

services than in premiums."
By concentrating on market seg-

ments that demand "specific know-
how." Mr. Zerh hplieveR (lerline rAn

Civil Aviation (Carriers' Liability)
Act, would require the department
to set regulations on the minimum
level of coverage airlines must buy
and would require all Australian
states to pass mirror legislation.
Those minimums would depend on
the number of aircraft in operation
and the number of passengers,
among other things.

Aviation brokers say the amend-
ments are unlikely to change ticket
prices greatly but will mean that in-
surers will seek strict compliance
with safety standards from airlines.

Aviation undenuriters say they
will raise premiums as soon as the
law making insurance non-voidable
takes effect. Geoff Butler, director of
Australian Aviation Insurance

Group (Agency) Pty. Ltd. in Mel-
bourne, said rates rose when the do-

mestic liability limit went up last
year (BI, Nov. 28, 1994), and would
lift again when the law took effect.

He anticipated rises of at least
200%, but said the increase would

depend on the aircraft operator.
Some "fringe" charter operators
were no longer operating charter
flights because of the increased lia-
bility limits, Mr. Butler noted.

Underwriters would look more

closely at risks and seek audits of
airlines unfamiliar to them. Under-

writers also would impose more
stringent pilot qualifications, he said.

Ruben Alvaro, aviation specialist
with the Sydney office of Sedgwick
Ltd., also expects underwriters to
seek additional premiums once the
law making coverage non-voidable
goes into effect. But he said it would
be hard for undenwriters to assess

the increase because there is no pre-
cedent for non-voidable cover.

"Insumrs are being required to
cover something outside the con-
tract...the level of increases are go-
ing to depend on claims experience,"
he said. He expects inmizers to set a
nominal figure and monitor it in
light of claims. "The risk for the un-
derwriter is so much greater that no
one knows what to charge," he said.

At this year's Aviation Insurance
Assn. conference (BI, May 15), air-
lines were warned to expect steeper
liability premiums. And at the Inter-
national Airline Insurance Confer-

ence in London earlier this year (BI,
March 20), airline risk managers
were told the cost of liability claims,
plus the move to larger aircraft,
rneant current limits were insufEi-

cient to cover the perils. m

hold its market position. "Competi-
tion has made it difficult to make a

profit with normal property insur-
ance business."

Gerling intends to strengthen its
profile as the commercial insurer for
difficult risks, Mr. Zech said. "I must
deal with difficult risks so that they
remain insurable," he said.

In 1995, Gerling expects gross pre-
mium volume to rise 7%, following
an 11.3% increase in 1994, when
premium volume totaled 3.8 billion
DM ($2.45 billion). Net premium vol-
ume increased 20% to 2.1 billion

DM ($1.36 billion) in 1994 from 1.7
billion DM ($979 million) in 1993.
Net profits rose 54.5% to 23.8 mil-
lion DM ($15.3 million) from 15.4
million DM ($8.9 million).

A higher frequehcy of large claims
last year boosted gross losses by
18.5% to 1.68 billion DM ($1.08 bil-
lion) in 1994 from 1.42 billion DM
($817.8 million) in 1993. However,
because a large portion of business
had been reinsizmd, the insurer's net
imriPTWritins:r ln=PR nArrowerl tn 42 2

Continued from page 17
clear the backlog "

Both Orion and London & Over-

seas stopped paying claims last Oc-
tober.

Meanwhile, Mr. Evans, Orion and
London & Overseas's provisional
liquidator, is constructing a scheme
of arrangement for business that
was not placed through the Institute
of London Underwriters. He hopes
hopes the scheme of arrangement

Collapse
Continued from page 17
industry, with the final moves be-
ing made in 1998, when the high
tariffs would be eliminated and

foreign brokers permitted to oper-
ate fully in the market. There are
no independent brokers in South
Korea.

Currently foreign brokers can
establish representative offices in
South Korea bu: cannot provide
risk management or loss control
services.

"It's unfortunate that it takes a

tragedy for (faster deregulation)
to happen," Mr. Carter said.

Another foreign insurer agrees
that deregulation may be has-
tened by the department store col-
lapse. Already it has hastened the
use of foreign inspection services
on South Korean construction

sites.

Underwriters say once brokers
are able to offer risk management
services to South Korean compa-
nies, the companies will begin to
appreciate the need for a range of
coverages to limit their exposures.

The chairman of the department
store's operating company and
several other executives have been

arrested and face criminal charges
of involuntary manslaughter over
the building's collapse. Media re-
ports allege company executives
knew the building was unsafe but
did not order its evacuation.

The government has announced
that it may change the law so that,
in the future, company executives
in similar circumstances could be

charged with second-degree mur-
der.

The building was constructed in
1989, and additions were made
last year.

Since the loss, the South Korean
government has instigated inspec-
tions of residential apartment
buildings built during South Ko-
rea's construction boom in the

million DM ($27.2 million) from 53.4
million DM ($30.7 million).

Gerling plans to make large in-
vestments to improve its services.
Foreign expansion of its distribution
network is a priority with new
branches or subsidiaries planned in
Asia, Australia and the United

States, Mr. Zech said. The insurer

also plans to expand its network in
the new German states.

New products also will strengthen
the Gerling profile, said Mr. Zech.
Changes in Germany's political and
economic climate, for example, moti-
vated Gerling to offer directors and
officers liability insurance at the re-
quest of its clients. While several pol-
icies are in effect, Gerling plans ag-
gressive marketing of D&0 coverage
later this year. "It's an area that has
been neglected," said Mr. Zech. "Es-
pecially considering the increased
number of court cases involving
company management."

Allianz, Chubb Corp. and Ameri-
can International Group Inc. also of-
fer T)0 rovermfig in CormAnv liTI
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will be in place by the end of this
year.

Policyholders not covered by the
ILU arrangement will only receive a
percentage of their claims, but that
level is yet to be decided, he said.

In a recent report to brokers and
intermediaries, Mr. Evans said that

preparing the audited accounts for
1993 and 1994 had been difficult be-

cause of cross-guarantees between
Orion and London & Overseas-

which had been requested by the
U.K.'s Department of Trade and In-
dustry after Orion bought its subsid-

1980s, and similar checks of office
and retail buildings are likely to
follow.

And Mr. Carter said his com-

pany is likely to review its risk se-
lection process to ensure it writes
coverage only for safe buildings.

iary in the 1970s.
Also creating difficulties are the

existence of third-party liability,
pollution and asbestos claims, which
are difficult to quantify; the uncer-
tainty of recovery from reinsurance
companies; and the fact that some
claims have not been reported yet.

Orion had operated a number of
aviation and marine insurance

pools, mainly since 1977, and agree-
rnents are being completed with
most of the pool members to resume
malcing claims payments on pool
business. lom

The department store collapse
follows last year's failure of a
partly constructed bridge in
which 32 people died (BI, Oct. 31,
1994). Poor construction also was
blamed for that loss, which was
not insured. ini
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Forecast prediction is something to look at until Sept 15," said Steve Lil- lection, Mr Doyle said formation and then get it out to all
and ponder ienthal, a senior vp with USF&G He also said that the Gray study businesses affected by climate

Dean Churchlll, an assistant pro- Corp in Baltimore "But, by the lacks two key elements that msur- changes Now, the question is, if
Continued from page 1 fessor of meteorology and oceano- tune he predicts this, it's too late ers and reinsurers could use to bet- Bill Gray in Colorado says there's
go back to an active landfall pe- graphic geography at the Umver- for us to change anything All we ter manage their hurricane risk going to be six storms, can you use
mod, we will see greater damage sity of Miami, said Mr Gray is re- can do is hope he's wrong " and exposure It is not released that information or is there more
than we have ever seen" spected by peers and is widely con- Mr Lihenthal said it takes about during renewal season and lt does you need?" Mr Michaels askea

"This is the highest forecast to sidered to be the only person doing three years for a large commercial not predict where the storms wlll Business needs mput on weather
come out in the 11 years Dr Gray this type of prediction insurer hke USF&G to reduce its hit patterns from more meteorologists
has been doing this," added Chns- However, "his predictions cause exposure m a certain geographic "The direction of the storm has and scientists than just one group,
topher Landsea, a researcher with more excitement m the media than area Thus, insuring property in ultimate bearing on loss If it hits he contends "Others are doing the
the CSU group "The forecast among meteorologists," Mr storm-prone areas must be done an uninhabited part of Mexico and statistical analysis on chmate, but
might be nght, but we don't know Chruchill said based on mathematical ratios and peters out, who cares if it was a they're not going public with it m
for sure whether they will Inake He agreed that atmosphenc and projected rates of return, not gut Grade 49" Mr Doyle asked the same way" as Mr Gray "But,
land or where they'll hit But, with climatological signs point to a feeling and hurricane projections A spokesman for the National surprisingly few are actually work-
more humcane activity out there, large number of hurricanes "But "You have to decide how much Hurncane Center in Miami also ing solely on humcanes "
the chances increase for landfall " that's not saying where they wlll corporate net worth you'll put up cautioned against reading too With most scientists agreeing

Predictions for 1995 are very hit or whether they will stay at at nsk We need to know our gross much into Mr Gray's forecast with the CSU forecast, though, the
similar to studies performed in sea" and net loss potential and then bal- "It is often assumed, especially in Insurance Institute for Property
1966, 1971, 1975 and 1980, he said the insurance industry, that an in- Loss Reduction is urging Insurers

Mr Landsea noted that 1966 and creased level of activity means to help policyholders prepare for
1980 were two especially severe , more (humcanes) wall make a the worst
humcane seasons In 1966, there I look at this forecast with great interest. It landfall and do a lot of damage, A spokesman for the Boston-
were seven humcanes, of which and no one can tell you that Be- based Insurer-supported orgamza-
three were major storms, and in dictates the acid level in my stomach and sides, what does it matter, anyway? tion said it'S important for insur-
1980, there were mne humcanes, how well I sleep until Sept. 15,' says Steve It only takes one," the spokesman ance companies to take catastro-
two of which were major storms said, referring to Humcane An- phe forecasts seriously and doOver the past 11 years that the Lilienthal, a senior vp with USF&G Corp. drew what they can to mitigate loss
CSU group has issued a formal In order to provide comprehen- "For commercial buildings, there
hurricane prediction, Mr Gray sive hurricane forecasts to insurers may not be that much you can do
said the forecasts have been quite and all businesses that can be af- now besides moving out loose de-
close to correct in all but two The major problem for insurance ance that with premium intake fected by heavy storms, the Ber- brls, but lesidential buildings can
years 1989 and 1993 companies looking at the forecast The fact that there has already muda Biological Station for Re- get shutters ready and put up hur-

Mr Gray said that if the group's is that even if the CSU group's pre- been a humcane this year (Hum- search has begun a project called ncane clips on the roof," the
prediction holds up--and 11 has diction is dead-on correct, gwen cane Alhson) lets you know the the Risk Prediction Initiative, spokesman said
been amended once already to re- the fact that the scientists only fi- water's warm There's definitely which m theory would "forge a Barnett Banks Inc, which has
fleet less severe humcane activity nallze their forecast m June, there concern for the rest of the season," closer connection between science 700 properties in Florida, isn't tak-
than originally predicted in is nothing insurers can do now to he said and business," said Tony Michaels, ing any extra risk management
April-"it w111 be one of the busiest hmit their potentially larger expo- Larry Doyle, chief executive offi- an associate research scientist with steps based on Mr Gray's forecast
humcane seasons m the past (30) sure cer with Global Capital Reinsur- the station "He's Just hke any other weath-
years " It's now July, and even though ance m Bermuda, said the Gray Mr Michaels said other scientists erman, so I don't put a lot of

Others m the atmosphenc sci- the forecast is grlrn, regulation and study lS interesting but still un- besides Mr Gray are doing state- weight behind it We've already
ences field say that while the CSU common sense prevent msurers proven of-the-art chmate variability stud- done what we're going to do " said
group's humcane prognostications from canceling pollcies m hum- "Any study conducted in the les, but noted that the Information James Dineen, rtsk manager for
have been closer to accurate more cane-prone areas, one Insurer exec- area of hurncane forecasting iS in- collected by these other researchers Jacksonville-based Barnett Banks
times than they have been maccu- utive said teresting, but it would be better if iS not being processed en masse "If I haven't taken proper pre-*»
rate, it's not a guarantee of what "I look at this forecast with great we could get different scientists to- and put out in one usable form for cautions for humcanes yet, then
w111 happen interest It dictates the acid level in gether" to compare information the publle I'm in trouble It's a little late

Nevertheless, they say the CSU my stomach and how well I sleep and come up with a consensus pro- "We'd hke to format all that ln- now," he added [il

Wharton opment has been excellent, said ate, MBA and Ph D programs " must now learn about their bene- tion," said Ms Mitchell
Mr Rosenbloom "We've developed The changes within the benefits hts and know what's available to Foreign students describe their
a few couIses and still have more field over the past five years have them," said Ms Mitchell, who countnes' benefit plans m Classes

Contznued from page 2 on the drawing board," he said had a great impact on course mate- teaches both undergraduate and so students can compare the
The endowment brought to frui- Currently, the insurance and rlsk rial, said Ollvia Mitchell, who in graduate courses in employee ben- United States' and other nations'

tion the school's desire to recognize management department offers 1993 was selected to flll the bene- efits systems
the field of employee benefits as an about two employee benefits fits professorship at Wharton Pre- "People are worried about "Students begln to realize that
academic discipline, said Mr courses persemester viously, she had been a professor of whether or not they are making the what we do in the United States as
Rosenbloom Offenngs have included em- labor econonucs at Cornell Unlver- right decisions about their bene- far as benefits are concerned is not

The school already had consider- ployee benefit plan design and h- sity for 16 years The position, fits," she said "They are aware the norm," said Ms Mitchell
able experience in benefits educa- nancing, employee beneht plan- called the International Founda- that in some cases, they won't The changes m the benefits field
tion For 19 years, it has developed ning, and social insurance mea- tion of Employee Benefit Plans know for years if they made the have led to an mereased awareness
the cumcula for the Certified Em- sures such as Social Secunty and Professorship of Risk Management nght decision" about employee benefits among
ployee Benefits Specialist profes- Medicare and Insurance, was not hlled until The constant changes create students, said Mr Rosenbloom
sional designation Mr Rosen- A wide range of students, from three years after ltS establtshment "confusion and discomfort among He noted that some students take

bloom is the acadermc director of traditional undergraduate and because lt first had to be partially employees," she said a personal interest because they
the CEBS program graduate students to people al- funded "What I have to teach to students are looking for jobs themselves and

The IFEBP grant enabled ready working in employee bene- Because of the constant changes is how they must make their em- they reallze the importance of
Wharton to also develop courses in fits, have taken the classes in the employee benefits held, peo- ployees feel comfortable and help knowing their choices
employee benefits within the "There's also been a spin-off ef- ple spend a lot more time thinking them understand their benefits " "People are finally starting to
school's insurance and risk man- feet," said Mr Rosenbloom "We about benefits and their conse- To help her students keep up understand that employee benefit
agement department try to incorporate employee bene- quences, she said with the constant changes, Ms plans go way beyond the concept

Since the professorship was es- fits materials into the broader in- "There's been a shifting of re- Mitchell tries to strike a balance of fringe benefits," Mr Rosen-
tablished, progress in course devel- surance courses m the undergradu- sponsibility to employees, who between conceptual material and bloom said "They're beginning to

current practices see that this concerns their finan-

"We do a lot of case studies and cial security and future " lei

look at what some companies are
doing," she said Guest speakers,

66Be Sure that you return it. including actuanes, benefits man-
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Trigger
Continued from page 1

Although the high courts in four
other states have adopted the con-
tinuous trigger theory-not all in
pollution cases-many attorneys
expect the California ruling to be
influential.

Policyholder attorneys also say
their clients will now find it easier

to obtain coverage for pollution
claims in California without having
to resort to lawsuits.

"The court has opened the door

for the spreading of costs among
multiple insurance carriers and that
should lead ultimately to fewer cov-
erage disputes and fewer lawsuits,"
said Dom Bishop, an attorney with
Latham & Watkins in San Diego
who represented Montrose and
drafted the briefs used in the ap-
peal.

However, an attorney for Admi-
ral said the case's impact is not so
clear-cut. "The definition of what is

continuous or progressively deteri-
orating' must still be settled" in
such cases, said Peter Abrahams, a

partner in the Encino, Calif., firm
of Horvitz & Levy.

In its decision, the state Supreme
Court ruled that Admiral could be

liable even though the environmen-
tal damages in question first hap-
pened before its policy went into ef-
fect

"In the case of successive policies,
bodily injury and property damage
that is continuous or progressively
deteriorating throughout several
policy periods is potentially covered
by all policies in effect during those
periods," the state's high court
*ated in its 60-page opinion.

"Stated in the insurance indus-

try's parlance, we conclude the
continuous injury' trigger of cover-
age should be adopted for third-

party liability insurance cases in-
volving continuous or progressively
deteriorating losses. In this case, be-
cause the potential of coverage
arose under Admiral's policies, so
too did its duty to defend Montrose
in the underlying lawsuits," the
court said.

While other state high courts
have ruled similarly, the California
decision is significant because it's
often a harbinger state, attorneys
say.

"Any decision the California Su-
preme Court renders is preceden-
tially significant," said Barry Os-
trager, a partner at Simpson Th-
acher & Bartlett in New York.

The court stated that the plain
language of the policy supports the
iontinuous theory trigger. And it
also examined the decades-old

drafting history of CGL policies
and concluded that the continuous

trigger theory is consistent with the
mtention of insurers.

"The insurance industry hates
that because they have been fight-
ing all over the country to keep this
drafting history out of litigation,"
said David L. Mulliken, national
ihair of Latham & Watkins envi-

ronmental department and lead at-
torney representing Montrose in the
zase. "They have fought bitterly to
keep drafting history out of courts."

Policyholder attorneys were
Juick to point out that insurers
have argued over the years for the
'manifestation" trigger, under
which only the policy in effect
when damage is first manifested
iould be tapped.

"It's resounding," said Jordan
Stanzler, a partner in San Fran-
isco with Anderson Kill Olick &

Dshinsky, a policyholder firm that
Eiled an amicus brief in the case.

The justices "take everything
apart, piece by piece and then put it
back together again. They really
took on all the arguments. It brings

area," Mr. Stanzler said.
Another coverage attorney char-

acterized the ruling as a warning to
insurers.

The decision increases an insur-

er's liability because now policies
written years ago are at risk for le-
gal defense costs against claims
that repeated exposure to hazard-
ous substances caused progressive
or deteriorating property damage or
bodily injury, said Jeffrey Kauf-
man, a partner in San Francisco for
Kaufman & Logan.

"This decision sends a message to
insurers that they'd better get their
underwriting houses in order or
they will pay for losses they never
intended to cover," Mr. Kaufman
said.

The California court also rejected
the insurer's argument that "the
fact that Montrose knew it was

more probable than not that it
would be sued is not enough to de-
feat the potential for coverage."

The high court's ruling affirms a
1992 decision in which a state ap-
peals court in Los Angeles ruled
that a policyholder facing pollution
claims is entitled to CGL coverage
from the time pollution first begins

until the time liability is known
(BI, March 9, 1992).

The case stems from property
damage and bodily injury claims
arising from waste dumped at the
Stringfellow acid pits near River-
side, Calif.

Montrose manufactured DDT for

use in pesticides from 1947 to 1982.
The now-defunct company pur-

court ruled in favor of Admiral,
which argued that the property
damage and injuries stemming from
the pollution did not occur during
its policy period. The trial court
also agreed with Admiral that a
manifestation trigger of coverage
should apply.

While the case arose out of a de-

fense coverage dispute-and Cali-

The Montrose decision tells insurers 'they'd
better get their underwriting houses in
order or they will pay for losses they never
intended to cover,' says Jeffrey Kaufman.

chased primary and excess CGL in-
surance from seven insurers from

1960 to 1986. All but one-Admiral

Insurance Co., which sold four CGL
policies to Montrose from 1982 to
1986-agreed to provide a defense
to property damage and bodily in-
jury claims related to the waste site.

Montrose sued Admiral seeking
coverage for defense costs. A trial

fornia's Supreme Court noted it
was only ruling on the duty to de-
fend-the decision's impact is sig-
nificant because environmental liti-

gation primarily involves defense
costs, attorneys say.

"The duty to defend is over-
whelming" in environmental cases,
said Mr. Abrahams, Admiral's at-
torney.

Value Health, J&J enter joint venture
AVON, Conn.-Value Health Inc.

and Johnson & Johnson Inc. jointly
will develop disease management
products and services under a new
five-year contract.

Two subsidiaries-Value Health

Sciences Inc. of Santa Monica, Calif.,
and Johnson & Johnson Health Care

Systems Inc. of Piscataway, N.J.-
will create integrated health man-
agement programs to assist managed
care organizations and medical pro-
viders in delivering high-quality,
cost-effective care.

Under the terms of the contract,
Value Health Sciences will form a

multidisciplinary team of health ser-
vices researchers and medical profes-
sionals dedicated to J&.T's work.

Value Health previously had en-
tered into a similar disease manage-
ment arrangement with Pfizer Inc.

For more information, contact Ju-
dith Hyfield-Starr at Value Health at
203-678-3472, or Sarah Colamarino
at Johnson & Johnson at 908-562-

3132.

D&0 joint venture
NEW YORK-A new joint venture

of Chicago-based CNA Insurance
Cos., Centre Reinsurance Co. of New

York and Zurich-American Special-
ties, a Zurich-American Insurance

Group unit, will focus on writing
multiyear finite risk dinctors and of-
ficers liability insurance for financial
institutions.

Up to $30 million of capacity per
risk will be underwdtten. The ven-

ture is set up and ready to go and
business will be written "as soon as

it comes in the door," said a Centre
Re spokeswoman. She would not say
how much business the venture is

projected to write.
For more information, contact

William Jewett, senior vp of under-
writing and business development at
Centre Reinsurance Co. of New

York, at 212-898-5388.

Large property risks
HARTFORD, Conn,-TrI' Hart-

ford Group Inc. is using a new prod-
uct called "Major Account Corner-
stone" to expand from the small to
mid-size commercial property mar-
ket into the large commercial prop-
erty account market.

The policy is designed for national
accounts and high-valued properties
in a single large location or multiple
locations such as manufactuISS.

wholesalers and universities. It can

be combined with casualty coverages
as a package policy or written as a
monoline property policy.

Accounts must have a total insur-

able value of at least $10 million and
meet minimum requirements of a
$50,000 property premium and a
$5,000 deductible.

The product currently is filed in 49
states and approved in 46. Addi-
tional information is available by

Markets

contacting an rIT Hartford under-
writer or commercial account repre-
sentative.

Risk management unit
SCHAUMBURG, Ill.-A new Iik

management services unit of
Roanoke Brokerage Services Inc. will
concentrate on marketing to and ser-
vicing corporations with complex
risk management challenges.

The new unit, located at the com-

pany's headquarters in Schaumburg,
Ill., will be headed by John W. Elder
and Ralph M. Wilson, both vps. For
more information, contact Roanoke
Brokerage Semices at 708-490-9540
or 800-762-6653.

In 1994, parent company The
Roanoke Cos. Inc. reorganized its
nine individual national insurance

brokerage subsidiaries into the single
Roanoke Brokerage Services unit,
with Robert P. Froese named presi-
dent and chief operating officer of
the new corporation.

Syndicate reactivated
CHICAGO-The reactivated RCA

Syndicate #1 Ltd. on the Illinois In-
surance Exchange is interested in
underwriting casuallb coverages, in-
cluding professional liability insur-
ance for podiatrists and environmen-
tal consultants.

The original syndicate began its
I[E affiliation in 1982, though it has
been inactive for several years.

RCA was reactivated last month

by L&W Holdings Inc. of Las Vegas
to take advantage of the syndicate's
name recognition and some prior
state approvals, among other things,
said Steven M. Lademan, president
of Principal Management Inc. in
Lansing, Mich. He will oversee the
svndicate's oDerations

He expects the syndicate also will
follow in Principal's footsteps and
write excess indemnity coverage for
Texas employers that are non-sub-
scribers to that state's workers com-

pensation system. It also may pro-
vide limousine operators with com-
mercial liability and physical dam-

age coverages.
Mr. Lademan is a director of both

L&W and Pegasus Insurance, which
is domiciled in the Cayman Islands.

For additional information, call
Mr. Lademan at 800-397-1853.

J&H energy unit
HOUSTON-A new global energy

unit at Johnson & Higgins will serve
the risk management needs of the
oil, gas and petrochernical industries.

The new unit, based in Houston,
will be headed by William J. Keck-
eisen, a managing principal. The unit
also will have of[ices in Dallas, Den-
ver, New Orleans and Tulsa, Okla.

For more information, call 713-
651-1900.

Health care merger
LOS ANGELES-Managed be-

havioral health care and employee
assistance program services provid-
ers Managed Health Network Inc.
and Health Management Center
have merged.

HMC will retain its own name and

function as a separate division of
MHN to handle trust fund and labor

accounts. Terms of the transaction

were not disclosed.

With the merger, MHN's individ-
ual provider network will increase
nearly 50% to 14,850 nationwide
while its total contracting facilities
will nearly double to almost 900. The
new alliance will serve more than

380 clients representing about 2.3
million covered lives.

For more information, contact
MHN in Los Angeles at 213-299-
0999.

Voluntary benefits
CHICAGO-Jardine Insurance

Brokers Inc. has formed a new vol-

untary benefits division specializing
in the enrollment of voluntary pay-
roll deduction universal life and as-

sociated products.
The new voluntary benefits divi-

sion will perform all marketing, ad-
ministrative and enrollment func-

lions ancl is deRionerl to marlcpt
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Policyholder attorneys contend
the California court is certain to

also apply the continuous trigger
theory to indemnification claims.

"It's just hard to think why this
wouldn't apply," Mr. Stanzler said.
"It's hard to imagine they would
come up with a different rule for
indemnity."

Several other attorneys also think
that the decision may have some re-
percussions for indemnity coverage
since the contractual language in
Montrose's insurance policies is
identical to the language used for
covering other losses, including
product liability and construction
defects.

"Under the language of most
third-party liability insurance poli-
cies, coverage will be triggered if
damage occurs during the policy
period-not when it is discovered
or manifests itself," said Mark
Newell, an attorney for Latham &
Watlcins, one of the Montrose attor-
neys.

Montrose Chemical Corp. us. Admi-
rat Insurance Co., California Su-
preme Court, Juty 3, 1995,
SO26013.

turnkey enrollment services to Jar-
dine clients and independent insur-
ance agencies throughout the coun-
try.

Cesar Goldman has been named

president of the new Chicago-based
division. For more information, call
Mr. Goldman at 800-526-6672.

Operations transfer
HONOLULU-Industrial Indem-

nity Co. plans to transfer all under-
writing functions from Honolulu to
Seattle in an effort to reduce the cost

of operating in a "difficult workers
compensation market."

About 15 workers will make the

move. Industrial Indemnity's claims
service and marketing will not be ef-
fected.

"We've been in Hawaii since

1959," said Jack Miller, the San
Francisco-based company's CEO.
"But over the last several years, a va-
riety of factors in the workers comp
system have affected our ability to
achieve our goals in the state. It is
our hope that recent legislation and
additional needed reforms will take

place to help improve the current sit-
uation in workers compensation for
all concerned. Unlike other insurers

who have exited the market, how-
ever, it is our intention to continue
to serve the Hawaii employer com-
munity."

Hawaii Gov. Benjamin J. Cayet-
ano on June 29 signed a comprehen-
sive workers comp reform package
that employers hope will contain
runaway costs (BI, May 22).

For more information, contact In-
dustrial Indemnity in Seattle at 206-
667-3800.

Buck opens office
NEW YORK-Buck Consultants

Inc. has established a consulting of-
fice in Trinidad and Tobago. The
practice, named Buck Consultants
Ltd., is located in Port of Spain with
the staff headed by Kyle Rudden.
The new office can be reached by
phone at 809-637-6449 or by fax at
809-633-7968.

Willcox in Seattle
NEW YORK-Willcox Inc. Rein-

surance Intermediaries has opened
an office in Seattle.

The new office's address is 11

Third Ave., Suite 2500, Seattle,

Wash. 98101, and the telephone
number is 206-583-8350. New

York-based Willcox is a wholly
owned subsidiary of Johnson & Hig-
dine :rEn'
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Maternity
HMO trade association in Wash- While average lengths of inpa-
ington tient hospital stays for childbirth

Updates
"The real issue is the entire con- have been falling, some employ-

Continued from page 1 tinuum of care from prenatal ers, though, have been increasing Some robbery losses covered
hospital, down from an average of through followup after the mother coverage
3 9 days in 1970 During the same goes home," said Suzanne Mer- Engineering Research Associ- BERLIN-A spectacular bank robbery m Berlin recently may cest
period, the average length of stay cure, benefits administration ates Inc recently expanded cover- msurers several milhon dollans

for women giving birth by C-see- manager at Southern California age for C-sections to four days On June 27, four mbbers vanished mto tunnels they had excavated
tion fell to four days, down from Edison Co in Rosemead, Calif from three days because of em- beneath a Commerzbank branch m suburban Berlin with 5 milhon

an average of 7 8 days Indeed, in birthing centers- ployee concerns and because re- DM ($36 mihon) m ransom money and an undetermmed amount
The dechne shows no sign of where mothers typically go home search revealed that four-day cov- taken from safety deposit boxes

abating Managed care organiza- 12 hours or less after giving erage was the norm, said Nina The helst baffled pohce, who had surrounded the building and
tions, for example, are experi- birth-the emphasis on prenatal Falci, benefits managei for the Vi- blocked an apparent getaway van after four armed masked men €n-
menting with programs in which care and education "makes us feel enna, Va -based company tered the bank and took more than a dozen hostages
women and babies are discharged After nine hours, pohce dellvered 5 milhon marks ($36 mmon) m
in 12 hours or less plastic garbage bags to a bank entrance While the police waited out-

In the view of some politicians, side, the robbers escaped with the loot through a hole chiseled in the
childbirth has become little more Lengths of tay get shorter basement floor The hostages were not harmed
than a "drive through delivery " Commembank said its theft insurance would cover damages suffered
They believe short hospitaliza- by bank customers Under certain circumstances, normal theft and
tions are placing at risk the health robbery msurance m Germany could cover such a loss
of both newborns and mothers A spokesman would not say whether the bank had kidnap and ran-r

Sen Bill Bradley, D-N J, one of th som coverage Such pollcies are voided if the pollcyholder discloses
the sponsors of the Senate legisla- F that it has coverage
tion to mandate coverage for a
minimum length of stay for a
mother and child following birth All deliveries Lloyd's capital changes
said a 24-hour stay does not allow LONDON-Lloyd's of London is moving closer to becoming a mar-
health professionals to detect ' 7/ Vaginal ket of Insurance companies rather than syndicates under several
many health problems facing /6 changes m corporate capital regulations announced last week by
newborns, such as jaundice and Chairman David Rowland

dehydration
C-section

The changes, outlmed m a report to be published this week, InClude
In addition, a 24-hour stay, he 4 permission for corporate members and msurers to fully own Lloyd's

said, does not give mothers the managing agents for the first time
opportunity to be taught basic in- 3 Capacity rules also are bemg relaxed, allowing corporate investors to
fant-care skills, such as breast- 2 fully capitalize individual Lloyd's syndicates Solvency requrements
feeding

1
for these investors will be assessed individually to reflect the spread of

"This, combined with the fact business being wntten
that many mothers are simply too 0 Meanwhile, Lloyd's for the first time will hold four weekly auctions
exhausted to care for their child 1970 1975 1980 1985 1990 1992 for 1996 capacity starting Aug 3, to give 1995 members the opportu-
24 hours after delivery, often Source National Center for Health Statistics nity to sell syndicate participations in 1996
leads to newborns receiving inad- Also, the 12-person names' advisory committee, which wall advise
equate care and nourishment dur- GRAPHIC BY MIKE GARVEY the Council of I.loyd's on the allocation of the £28 bllhon settlement
ing their first crucial days of life," offer ($4 48 bilhon) in the rescue package presented m May (BI, May
Sen Bradley said comfortable that the mother will It isn't known how much the 29), was selected last week from all parts of the Lloyd's membership,

It is time, Sen Bradley added, know how to handle and feed Bradley legislation would in- meluding prominent action group members
for legisla tors-by m and a ting their baby when they go home," crease employers' hospitallzation The committee Includes Michael Deeny, chairman of the Gcocla 4
minimum lengths of health care said Ruth Watson Lubic, general costs, though with group plans Walker Action Group, Angela Gillibrand, a Lloyd's name, Richard
coverage for childbirth-to count- director of Maternity Centers covering the bulk of costs for the Hartley, a member of the High Premium Group an association of big-
eract what he says are the nega- Assn in New York nation's 4 million births annually, ticketmvestors at Lloyd's, Desmond Heyward, a name, Damon de Las-
live effects of premature dis- Also lost in the debate over the cost could be substantial zlo, chairman of the Feltnm Names Assn, John Mays, chairman of the
charges what should be a minimum length Aside from added costs, em- Merrett 418 (1985) Names Assn, Chnstopher Messer, chairman of the

But managed care organizations of stay, HMO officials say, are ployee benefit experts worry that Janson Green Action Group, Alan Porter, chairman of the Devonshlre
and others say there is no evi- their efforts to provide more care if the legislation passes, it could Names Action Group and Cuthbert Heath Names' Assn, John Rotson.
dence that earlier discharges are to mothers after they leave the be the start of more congressional . dtrector of Anton Members Agency Ltd and a workmg name, Richara
leading to an increase in health hoopital interference in the design of Spooner, chairman of Gresham 321 Action Group and committee
care problems for mothers or their For example, Prime Care auto- health care plans member of the Assn of Lloyd's Members, and Bernhard Steinhart, a
infants matically includes coverage for a "You get the problem of what name

In normal deliveries, "It is med- followup home visit by a health comes next That 13 what hap- Sir Adam Ridley, a committee member of the ALM, is the chairman

ically appropriate for women to care professional within 48 hours pened at the state level," said Lloyd's Chief Executive Peter Mlddleton w111 attend the meetings to
go home after 24 hours It has after the woman has been dis- Henry Saveth, a principal with A act as a facilitator

been shown over the years-with charged from the hospital Foster Higgins & Co Inc in New
that policy in place-there has The mother may have more York, referring to the hundreds of Environmental reporting guide
been no increase in readmissions questions at home because, unlike laws states have passed imposing
or complications," said a spokes- in the hospital, she now has to benent coverage requirements or. NEW YORK-All businesses would have to accrue environmantal

man for Prudential Insurance Co take full care of the baby, Prime health care plans offered by in- clean-up hablhties under a proposal before the Anancial Accounting
of America in Newark, N J Care's Mr Rambo said surers IIi Standards Board

"There is no body of evidence Under a draft wntten by a committee of the Amencan Institute cf
that earlier discharges have led to Certified Publlc Accountants, the habilities to be accrued woull 9-
an increase in adverse health out- clude Incremental dimet costs of remediation, the costs of compensa-
comes," adds Mary Case, a princi- 6 Horseplay' ruling upheld lion and benefits for employees' expected time devoted to clean-up
pal with Kwasha Lipton LLC in tasks, a company's share of the hability for specifflc sites, and its por-
Fort Lee, N J Injury covered by comp system, court rules tion of the amount that other parttes or the government wlll not pay

HMO executives say it isn't just SAN BERNARDINO, Calif - ment, according to their Los An- In addition, the draft indudes guidance on the inclusion of ennron-
efforts to lower costs-the average Injuries caused by horseplay spe- geles attorney, H Vincent Mc- mental clean-up habilities m financial statements and on disclcsures
cost for a vaginal delivery in 1993 cifically condoned by an employer Nally about elvlronmental cost-related accounting prnciples, and loss con-
was $6,430 and $11,000 for a C- are compensable under the exclu- In appealing the lower court's tingencies for clean-ups
section-that have driven them to sive remedy of workers compensa- ruling, the plaintiff argued that The proposed guidelines "appear redundant" at fust glance said
reduce coverage periods for un- tion, a California state appeals the trial court erred in part be- Chen Hawkins, assistant treasurer and director of insurance for Wei-
complicated deliveries They ar- court ruled last month cause she believed practical jokes erhaeuser Co in Tacoma, Wash, and chair of the Risk & Insurance
gue that getting women and their The decision stems from a case were not common and not con- Management Society Inc's environmental committee
infants out of the hospital faster lS ln which three defendant employ- doned by the employer "Internal costs are already built mto the company's numbers, SO if
better for both, noting the greater ees cited the exclusive remedy But the appeals court disagreed, you accrue them again, you're doubbng up," she said "They're not ad-
likelihood of being exposed to in- provision when a co-worker sued argLing in part that an injured ditlonal contingent habilltles that need to be dealt with"
fections in hospitals them for negligence after she suf- worker cannot recover damages If approved by FASB, the guidelines would become generaLy ac-

"Going back to the home envi- fered a back injury when they from a co-employee if the em- cepted accounting prmciples The AICPA executwe committee expects
ronment is generally healthier for lowered her chair and she ployer would have been liable for the guidelines to become effective for fiscal years begmnmg after Dec
the mother and the child," says abruptly sat in it the co-employee's tort had the in- 15, 1993 It is sollcitIng comments on the proposed guidellnes from fi-
Larry Rambo, president of Prime The plaintiff was a part-time iured person not also been an em- nancial statement preparers, auditors, users and other mterested par-
Care Health Plan Inc in Milwau- cashier for First Federal Credit ployee ties The deadlme for comments is Oct 31

kee Union in San Bernardino when The state appellate court also
HMO officials and others also the injury occurred in 1986 found that the co-workers were Briefly noted

say the debate over what should She received workers comp ben- within the scope of their employ-
be a mimmum length of hospital- efits for the injury and then sued ment The House Appropnatlons Cornrmttee's Subcommlttee on Veterans
ization for childbirth obscures her three co-workers in San Ber- "The injury resulted from a risk Affas, HUD and Independent Agencies is expected to vote tc slash
what they say is a much more im- nardino County Superior Court created by the employer when it appropnations for the federal Supe*md program when it meets to-
portant issue the type of care an In a deposition, a supervisor urged ltS employees to engage in day Burnham, Pa -based hedom Forge Corp reached an agree-
expectant mother receives stated that the credit union en- pranks and practical jokes," the met with the Pension Benefit Guaranty Corp to make supplemental
throughout her pregnancy and af- couraged practical Jokes and Judges concurred contributions to a pension plan through October 1999 to ensure the
ter she goes home pranks as a way to build carnara- Susan Oliva et al us Peggy plan has hquid assets to cover at least three years of benefit payments

"It is important to view preg- derie The court ruled that the Heath et at, California Court of The plan has $12 million in unfunded habilities, while three other
nancy and childbirth as a pro- co-workers acted within the scope Appeals, 4th Appellate District, plans provided by the manufacturmg firm have $33 milhon in un-
cess," says a spokeswoman for the of their employment and granted No EO12513, June 9, 1995 funded habillties

Group Health Assn of America, a their motion for summary judg- -BY Roberto Ceniceros
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Muni bond Orange County did lead to some higher ally disrupted the market tembly," said Joe
pnces, though only temporanly "I think that Salzano, senior vp and head of public finance Bi Insurance Index
lasted about two months," said Mr Smith at AMBAC Indemnity Corp m New York, who ----

Contlnued frompage 3 However, Orange County's impact may not noted that market shares and msured penetra- 1.040
all Repubhcans, elected in November who had become evident before year-to-year compari- bonhaveremained relatlvely constant
diferent pnonties, and "that w11 take a long sons can be made, said Enhance's Mr Gross Insurers are also becorning more active in the 1,020
while to sort out," said Daniel Gross, president And, Richard Wall, president of Armonk, secondary market, say observers "To a decent
and chief executive officer of Enhance P'man- N Y -based MBIA Inc, noted that at least m degree, the pickup in the secondary market ac-

1,000

mal Services Group Inc, which operates En- Callfomia, msured penetrallon has increased to tlvlty has helped offset the sigmhcant decline 980
hance Reinsurance Co 49% fmm 42% last year "One long-term im- in the pnmary market volume," said Connlng's

In New York and Connecticut, for Instance, pact of (*ange County wlll be to show the Mr Romanowsla 960

:he new governors are trymg to cut capital ex- value of insurance to the marketplace," he said At the same tlme, Insurers are mereamng 940
Denditures, said Anne Ross, vp and manager of Lower volume has mtensifted competition their efforts to divermty into areas such as asset
research at Roosevelt & Cross m New York among muni bond insuiss that are also look- management and asset-backed secuntnes, as

920

And many states are consolidattng the number mg at deals they might not previously have well as mcreasing their focus on internattonal ! 900
if agencies that can issue bonds conmdered, observers say business

And with Repubhcans controlling Congress, "What you see here, the insurers are golng af- These divermfication efforts "would have 1
mumcipalities are waiting to see how funding ter smaller deals and they're sbll cuttmg their happened anyway" as the mdustry matured, 860
requirements may change, said Mr Ro- fee structures and loolangat types of transac- said Laura I,evenstein, an analyst at' rating
manowsla sA9 5/26 6/2 6/9 6/16 6/23 6/30 m

tions that for a vanety of reasons they might agency Moody's Investors Service Inc in New
There has also been "polltical disenchant- previously have avoided," Ms Ross said As for York "It was mevitable" But the lower munl Base=100 on Dec 29,1976

ment with government debt of any land" and whether they are lowenng their standards, bond volume accelerated that process, she said - Source Noraby internationa Inc

because of the improved economy "many gov- „that's up for grabs, quite frankly," she said Insurers and others also point out that muni
ernment lunsdicttons chose to pay for capital More agglsmve compettbon among the bond insurers receive their pmmiums up front, Catastrophe insurance option call spreads
projects more on a pay-as-you-go basis than companies was c.early evident," posmbly to an then amortize them over the hfe of the bonds As 01 July 7
Mll normally be the case," said Richard A Cic- alarming degree, said Kemper's Mr Ciccarone they insure, and at least some of that older Call Pnce Rate CaN Pnce FES

earone, executive vp and dimctor of tax-ex- Insurers' "ability to malntam premiums over business was highly profitable Asa result, spread bid'ask on hre spread bid/ask or ne

empt fixed-mcome research at Kemper Securl- the longer term 13 cause for concern," he said even a few years of premium volume wlll not
39,

Eastern September 1995 Western Annual 1995

ties Inc in Chicago There is also concern that Insurers interested m necessanly have a significant detnmental etfect 45/65 65'69 325.34 5 20/30 -/13 -,13

Concerns about tax issues, mcluding the pos- generating new bumness might be tempted to on their mcome statements "We must look at 50nO 59'62 295/. 33/40 -/-

60/80sibility of a nat tax rate, "has caused mvestors lower their credit standards, he added 5.'6 25ao
our bumness over a 20-year honzon," said Mr

31/30 -/- -t-

100c 10,12 10,12 5)no -/- -1-to be less eager to buy the bonds" as well, said But, the increased competition has "not re- Salzano 150c 45,55 W 1 6)80 -/-
Richard P Smith, senior vp at Standard & Total volume 33 Total opninterest 1,642
Poor's Insurance Ratmg Services in New York For quotes, call the CBOT trajn,1 ,low at 312-341-3341 30.

Observers also note that issuers that might ties it may be missing He said he will "try general mfornation, call 32 -35-3672

normally have come to market this year went Dowd to shape those to the views that I have and Source Chucago Board of Trace
mstead last year and the year before to take that my Swedish colleagues have" and
advantage of the lower mterest rates, themby Cont;nued from page 3 bring those factors together into a business
exhausting at least some of the pent-up de- by the recent Home Holdings Inc -Zurich plan

British Issues

mand Insurance Group and Continental Corp - Shortly after the estimated $162 million July 6 Price F/E Div Yield 1 week

"Issuers pushed forward some of the borrow- CNA Financial Corp deals IPO was canceled, Skandia America's par- Companies pence pence % hig,- ow
Comml Union 591 13 -30 56 60 -EE·,3

Ing because rates were at an all time low," said In addition, he said, "I see dramatic loss ent, Skandia Holding AB, detailed its GenIAccident 600 E E 33 6 0 602-Er

Ann C Stern, chairwoman and chief executive reserve increases and I see a continuing plans to reduce its reinsurance operations, Gdn Royal Exch 214 i./Id 103 48 21 E-2C 2

officer of New York-based Financial Guaranty troubled situation at Lloyd's, a venerable and Skandia America's operations were Independent 286 79 119 42 28E-ZE-

Insurance Co If you pull out the "camel's institution " subsequently trimmed (BI, Sept 20,1993, Royal 319 EC 150 47 32E-310

Sun Alliance 342 5 197 58 34/-32*.bump" of volume created by that low mterest All of that suggests opportunities for Nov 2,1992)
rate environment, a clearer perspective of the companies like Skandia that are well capi- In 1994, Skandia America reported $164 4 Brokers

muni bond insurance busmess as a stable in- talized, have good market positions and million in net premiums written, Just 41% Bradstock 59 56 71 120 59-59

dustry emerges, she said
Fenchurch 146 1 2 110 68 146-146

maintain strong relationships with the bro- of the $4044 million net premiums written CE Heath 203 15 E 21 0 98 203-2C

Meanwhile, some observers say Orange ker community, said Mr Dowd in 1991 JIB Group 119 1/: 9. 79 119-11.

County's problems have at least so far not He declined, however, to discuss details of Mr Dowd said it is a "little premature," Lloyd Thmpson 153 12€ 56 64 155-153

given insurers a boost as onglnally hoped (BI, the business plan he is developing, describ- however, to conclude if Skandia's premium Lowndes Lmbrt 162 40 10 3 64 165-162

Dec 19, 1994)
Nelson Hurst 143 111 EC 58 148-143ing the timing as premature volume will increase However, he noted,
PWSHoldings 16 */1 CE 50 16-16

"When you really get down to it, there has Over the next six weeks, said Mr Dowd, "My view of the market is that over the next  Sedgwick Grp 14 12 88157 142-136
not been a wmdfall of people nmning to the he will conduct a strategic and operational two years or so there will be definite growth Steel Bri Jones 85 130 1 3 133 85-85

market to be insured," said Roosevelt & Cross' assessment of Skandia America, focusing on opportunities," and his business plan will Willis Corroon 146 kN 83 57 148-1.6

Ms Ross its current strengths and what opportuni- seek to take advantage of them  Source Philip Olsen, London Estimated 1994 data
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Weekly Year to date Annual Mktjak Weekly Year to date Annual Mkt/9€

BROKERS Price % charge % change High low Vol (000) $ Div % Yield P/E Book value value Pnce % charge % change High low Vol (000) $ Div J '-etc F/E Book value value

Acor(lia Inc NYS 3188 -0.79 485 34 SCI 2463 17 072 226 16 1324 2 41 NAC Ae Corp NDO 31.88 239 485 3525 2425 18-Z 020 0. 15 1975 le

Alexander & Alexander NYS 24.75 364 3378 2644 17.25 172 0.10 0.40 13 6.08 4 07 National Re Corp NYS 3350 000 27.62 33.50 22.25 3E 016 0 4 19 1731 1 El

E W Blanch Holdings Inc NYS 19.25 3.33 667 2300 1750 44 040 208 15 455 423 Navigators Group NOQ 1675 635 1552 1975 12.75 61 0.00 0 OC 4 1021 1 EZ

Gallagher Arthur J & Co NYS 36.00 104 1250 3638 2900 158 100 278 16 6.48 5.56 Ncbel Insurance Ltd NDQ 1050 1.16 27 27 1050 7.75 2 0.20 19C . 6.84 1 EI

Hilb Rogal & Hamilton NYS 12.13 3.00 000 13.13 1050 13 056 462 15 4.72 257 Oho Casualty Corp NDQ 32.00 1.59 13.27 34.25 27.00 29E 1.52 4 Z 1' 24.68

Marsh & Mclennan NYS 8088 -031 205 8838 71.25 441 290 359 16 19.40 4.17 Old Republic int I NYS 2638 0.94 24.12 2638 1888 95 0.52 1.57 1C 24.60 l Mb W 4Poe & Brown NDO 23 50 108 8.05 24.50 19.50 10 048 204 16 4.49 5 23 0,en Capital Corp NYS 3875 -064 993 4025 2813 24 0 80 2 CE E 2586

BROKERS AVERAGE 04 64 25 11 Partner Ae Holdings Ltd N[)0 2600 -050 2530 2625 1850 552 0 40 1 S E NA N

Penn America Group inc NOO 963 132 3051 975 650 42 012 12 11 6.21 1.55

INSURERS/REINSURERS
Phiadelphia Cons Holding NDO 15 25 4.24 2449 15 25 963 72 000 02 IE 8.43 181

ACE Ltd NYS 2963 2.16 26.74 31.38 20 75 274 0.56 189 13 22.45 132 Phoenix RE Corp NDQ 24 25 3.19 14.16 2900 21.00 112 060 247 4 2286 06

Acceptance Insurance Cos NYS 14 00 3 45 667 1800 1263 108 0.00 000 8 983 142 Prcvldent Life NYS 22.88 1 61 517 29 88 20.50 128 072 3.15 10 27.09 0.84

AEGON N V NYS 3600 3 21 41.73 36.13 21.69 80 3.60 1000 14 4384 0.82 Reaance Group Holdings NYS 675 385 30.12 6.75 4.88 920 032 4.74 1 348 94

Aetrna Life & Casualty NYS 64.25 2.18 3634 64 25 42 25 993 276 430 12 57 21 112
Reastar Financial Corp NYS 3763 1.63 29.74 39.63 27.00 166 1.00 266 1 24.81 152

AFLAC Inc NYS 43.63 -0.29 36.33 44.75 31.63 255 0.52 1.19 15 57 21 076 RU Corp NYS 2363 385 44.05 23.63 15.91 6 052 2 5 2 2051 11.

Allied Group Inc NDQ 2813 132 13 64 31.00 2200 98 068 242 6 2343 120 St .aul Companies NYS 4900 -051 950 51.88 39.38 758 1.60 32 9 31.88 154
Allmerica Prop & Casualty NYS 22 50 1.67 3333 2250 1425 171 0.16 0 71 10 1945 1 16 SAFECO Corp NDQ 58.13 1.19 11.78 5988 4675 742 212 361 2 4694 124

Alistate Corp NYS 31.50 631 32.63 31 88 22.63 2501 078 248 11 1960 1 61 SCOR U S Corp NYS 9.13 1.39 896 12 25 750 7 020 21* 6 13.60 C 6

American General NYS 3550 5.19 25.66 3550 25.63 1168 1.24 3.49 14 20.39 174 Se,bels Bruce Group NDO 100 000 -6000 350 075 55 000 1014 1 1.05 C 95

American Heritage LiIA InI NYS 21.00 1.18 1053 2150 1625 66 068 324 11 1242 169 Selective Ins Group NDQ 33.25 0.76 31.68 3350 2325 255 112 33- t 1 2336 142

American Indemnity/Fin I NDQ 1050 349 3.70 1275 10.00 7 0.28 2.67 3 1592 066 Sprefe Drake Holdings NYS 1525 -085 991 1650 10.75 27 016 10. 8 13.15 11€

American international NYS 115.13 099 1747 11950 8763 2036 0.51 0.44 16 49.75 231 TIGHotdings NYS 23.25 1.09 2400 2463 1700 365 020 081 Z1 17.25 13E

American Re Corp NYS 3738 034 1589 3988 2525 96 0.32 0.86 15 1685 222 Tita i Holdings Inc NYS 1263 408 2949 1263 784 99 0.24 19[ 10 931 13€

Aon Corp NYS 36 75 134 1484 38.00 29.25 574 136 3.70 11 21.96 1 67 Tok o Marine & Fire NDO 59.38 3.48 226 6563 4988 39 046 07 5772 10&

Argonaut Group NDQ 31 25 1.57 1062 32.50 27.25 78 132 422 11 29.80 1 05 Torchmark Corp NYS 3863 232 11.96 44.50 32.38 490 1.12 2 SC 11 1749 221

AVEMCO Corp NYS 1788 285 1626 18 25 13.38 14 044 246 14 630 284 Transatiantic Holdings NYS 65.13 0.19 1655 65 63 47.75 13 040 Of 13 32.43 201

Baldwin & Lyons Inc NDQ 15 75 1.61 678 1763 1450 13 032 203 12 13.56 1 16 Transnational Re Corp NDQ 2075 344 11.70 25 25 18.75 150 000 OCC 5 NA NA

BeR[ey W R Corp NDQ 36.88 387 1.67 39.63 32 50 161 048 130 20 3647 101 Trajelers Corp NYS 46.13 543 42 47 46.13 30.38 2467 0.80 7= 12 2426 19C

Berkshire Hathaway Inc NYS 2370000 1 07 16.18 25200.00 16100.00 0 000 000 58 915779 2.59
Trenwick Group Inc NDO 4300 1.18 147 4575 36.00 64 112 11 2920 147

Capital AE Corporation NYS 2600 000 502 2738 2050 54 020 077 9 2148 121 United Fire & CaSualty NDO 2925 000 572 2981 26.25 1 080 Z n 3 2896 1.01

Capsure Holdings Corp NYS 1413 0.89 3 42 1488 1213 6 000 000 14 13.72 103
Unit in NDO 46.63 1.84 843 51.50 38 50 222 200 £25 14 3864 121

Chubb Corp NYS 8000 -016 339 8525 6863 1126 1.96 2 45 12 4840 165 UNUM Corp NYS 47.63 1.59 26.16 5000 35.13 456 106 222 2. 27.78 171

CIGNA Corp NYS 79.63 2.57 25.15 7963 5900 544 304 382 8 8098 098 US Facilities Corp N[)0 1650 1 54 6500 1650 913 164 0.20 i 21 11 1107 149

CNA Financial Corp NYS 8650 043 3333 86.88 60 00 42 0.00 0.00 20 7383 117
USFSG Corp NYS 1588 231 1759 1725 1225 929 0 20 1 25 1004 158

EMC Insurance Group Inc NDO 1225 208 2895 1225 8.63 10 052 4 24 8 10.77 NA
USL FE Corp NYS 3975 1 24 13 98 41.50 3088 145 132 132 9 40.82 3.37

Emphesys Financial Gr Inc NYS 23.13 2.14 27.17 39 50 23.13 343 060 259 6 NA NA
Wasington National NYS 2100 1 79 1053 2288 1775 84 1 08 5.14 8 23 61 ) 39

EXEL Ltd NYS 53.00 192 34.18 53.38 36.00 1628 1 32 2.49 15 31.62 1.68
Zen, h National Ins NYS 20.88 2.36 -824 27.38 1938 22 100 479 1 1754 /19

Fremont General Corp NYS 24.75 257 5.88 26.13 17.16 163 080 323 8 22.90 108
Zurich Reinsurance Centr NYS 2825 133 216 30.88 25.00 64 000 COG 39 2226 1.27

Frontier Insurance Group NYS 27 00 0 45 2343 3750 1675 48 048 178 20 1494 1.81
INSURERS/REINSURERS AVERAGE 11 162 23 12

Gainsco Inc ASE 988 -065 1970 1100 725 48 0.04 0.41 13 3.79 261

General RE Corp NYS 133 25 -0 47 789 13838 104.50 951 196 1.47 15 5717 233 HEALTH MAINTENANCE ORGANIZATIONS
Guaranty National Corp NYS 1888 203 2.72 1888 15.13 29 048 254 10 1184 1 59 FHP International NDO 2294 027 1092 31 00 1950 893 000 000 1C 12 22 88

Harleysville Group N[)Q 2444 225 0 77 2650 2000 51 068 278 10 20.18 121 Humana Inc NYS 1750 141 22.65 27.13 1650 5908 000 000 14 604 2.90

Hanford Steam Boiler NYS 43.63 1.70 9.40 4625 3588 60 2.20 5.04 16 1462 298 Pacihcare Health Sys NDO 49.75 1.97 2361 7950 4425 504 0.00 000 14.21 2 50

ITT (Hartford Group) NYS 11963 1.81 3498 120 00 77 00 1089 198 166 15 4995 239 Safeguard Health Enter NOQ 1050 455 1351 1375 8.25 2 0.00 000 7C 6.16 70

Lincoln National NYS 42 63 2 57 21.79 4625 3463 602 172 4.04 13 3199 133 Sierra Health Services NYS 24.13 1.53 2372 33 63 22.13 292 000 000 14 604 299

Markel Corp NDQ 57.75 359 39.16 57.75 40.25 24 000 000 16 25.15 230 United Healthcare Corp NYS 4038 243 1053 5538 34.13 7839 0.03 007 23 6.57 6 5

Mid Ocean Ltd NOQ 34.13 789 2523 34.25 2225 710 100 293 10 2024 169 U S Healthcare NDO 30.50 -0.42 2606 4900 2650 5722 1.00 32E 12 504 605

Mutual Risk Mgmt Ltd NYS 3350 000 2762 3638 21.13 321 032 096 18 9.11 368 Wellpoint Health Networks NYS 28.25 000 300 39 00 24.25 259 000 OX 13 1273 222

HMOs AVERAGE 16 134 04 18

ALL COMPANIES AVERAGE $0 31 24 14

Top advancing issues Mid Ocean Ltd , Navigators Group, Allstate Corp Leading decliners Safeguard Health Enter., American Indemnity/Fin'I; Acceptance Insurance Cos Most active issue· United Healthcare Corp The Bl Index fe[101%, the Dow Jones
30 Industrials rose 3 2%, the S&P 500 increased 21% and the NYSE Composite gained 2 0%

System des'gn: Nordby International inc_



OUR FINANCIAL SKILLS HELPED ONE GOLD MINING COMPANY

FIND THE LIGHT AT THE END OF THE TUNNEL. TheAIG Companiesse-ue oneof

the world's most successful gold mining companies with excess casualty and directors and officers insurance. But when

management saw they neededprotection againstfalling goldprices and rising diesel®e[ costs, we hndachance toshow a d(fferent

mettle. With a one-million-ounce gold hedgingficilit!J And a series ofjixedforfloating-rate®el transactions known asjinancially set-

tledswaps. Both arrstnged by ourAIG 7)adirg Group Inc. Sothecompany wasable to lockinreasonable costs andtfalthyprofttsfor

agood long time. By consistently providing theddinitive respolse to risks likethese, welight thewayfor or.ecustomerafteranother

a UR[DIZILIB ILIEADERS ZIN MNSURANCE AND [FMNANCHAIL SERVIICES.

American International Group, Inc., Dept. A, 70 Pine Street, New York, NY 10270.


