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Court dismisses

USAU convictions,
criticizes feds' case

By DOUGLAS McLEOD

NEW YORK-Insurer and

policyholder lawyers are at
odds over a federal appeals
court ruling throwing out crim-
inal convictions of U.S. Avia-

tion Underwriters Inc. and its

former president, John Bren-
nan, on charges relating to
their handling of claims from a
1987 air crash.

A panel of the 2nd U.S. Cir-
cuit Court of Appeals last week
reversed the 1996 convictions

on the grounds that the
charges, stemming from the
crash of a Pacific Southwestern

Airlines jet in California,
sho.uld have been brought by
federal prosecutors in Manhat-
tan rather than in Brooklyn.

In a move that cheered insur-

ers and worried at least one

policyholder attorney, howev-
er, the panel went on to note
that the case against USAU
and Mr. Brennan "appears se-
riously problematic in several
respects." The main problem,
the court said, was prosecutors'
questionable contention that
USAU owed a fiduciary duty to
its policyholder, co-insurers
and reinsurers.

William J. Muller, executive
assistant U.S. attorney in
Brooklyn, said prosecutors are

reviewing the opinion but have
not decided whether to seek a

rehearing.
Officials of General Re Corp.,

USAU's parent, said they are
"very pleased" with the ruling.
A lawyer for Mr. Brennan
could not be reached.

PSA Flight 1771 crashed in
1987 when a disgruntled airline
employee smuggled a gun on
board and shot his supervisor,
the pilot and the co-pilot dur-

ing the flight from Los Angeles
to San Francisco. All 43 pas-
sengers and crew died.

USAU, manager for U.S. Air-
craft Insurance Group, led the
liability coverage for both US-

Air Inc., PSA's parent, and Og-
den-Allied Corp., an airport se-
curity firm potentially liable
for the crash. While USAU

placed reinsurdnce for all of
USAIG's coverage of the air-
line, it did not fully reinsure its
coverage of Ogden-Allied's
risks. USAU later allocated all

of the PSA crash liability to the
fully reinsured USAir policy
and none to Ogden-Allied.

In 1995, federal prosecutors
in Brooklyn indicted USAU
and Mr. Brennan, charging that
they defrauded USAir, US-
AIG's co-insurers and its rein-

surers by allocating the loss to
only USAir. USAU did so
knowing that USAIG would be
hit with up to $7.5 million in
losses if it had allocated liabil-

ity to Ogden-Allied instead,
prosecutors charged.

A jury found USAU and Mr.
Brennan guilty on 43 fraud
counts in 1996, but the three-
judge panel of the 2nd Circuit
overturned that verdict last

Wednesday.
The panel ruled that the case

should have been brought in
the Southern District of New

York in Manhattan, where

USAU is based. The judges
warned, though, of several "se-
riously problematic" elements
in the prosecution's arguments.

The government alleged, for
example, that USAU owed
fiduciary duties to USAir and
USAIG's co-insurers and rein-

surers and violated those duties

by failing to disclose the Og-
den-Allied reinsurance gap.
The appellate judges, however,
cited a string of civil cases
holding that there is no such
fiduciary relationship and
questioned whether USAU
could have known it might be
committing a crime.

"The government has pointed
to no precedent for criminal li-
ability based on non-disclosure
to sophisticated corporations in

See Brennan on page 4
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Updates
NewYork's Con Ed self-insured

for $3 million in blackout claims
NEW YORK-The Consolidated Edison Co.

of New York Inc. has insurance above a $3 mil-
lion self-insured retention for losses and poten-
Ual lawsuits from a blackout last week that af-

fected nearly 200,000 Manhattan residents.
One proposed suit by the City of New York

stillis in the planning stages, a spokeswoman
for the Office of Corporation Counsel said. The
suit will seek reimbursement for city property
destroyed by the blackout, such as spoiled food
from city schools and damaged computers. The
suit, however, will not seek reimbursement

See Updates on next page

Court raises threshold

for shareholder suits
By ROBERTO CENICEROS

A pro-defendant ruling in a se-
curities fraud lawsuit won't

broadly reduce directors and offi-
cers liability coverage rates for
the frequent targets of sharehold-
er class-action complaints, insur-
ers say.

The ruling, however, imposes
tougher standards for plaintiffs
who want to file lawsuits. The

July 2 decision by the 9th U.S.
Circuit Court of Appeals in San
Francisco also could cut the set-

tlement value of pending cases,
some insurers and attorneys say.

In addition, the decision could
help slow the growing number of
class-action lawsuits that typical-
ly follow a drop in a company's
stock price. Such suits often al-
lege accounting fraud, insider
trading or misleading statements
made by company officers to try
to recoup investment losses.

The decision marks a substan-

tial turn in shareholder class-ac-

tion litigation because the court
considered, at length, Congress'
intent in the Private Securities

Litigation Reform Act of 1995,
said Bruce G. Vanyo, a partner in
the Palo Alto, Calif., law firm of

Wilson Sonsini Goodtich &

Rosati. Mr. Vanyo argued the case
for defendant Silicon Graphics
Inc. and has argued similar cases
before several appellate courts.

But Mr. Vanyo and other ob-
servers expect that either the U.S.
Supreme Court or a full 11-mem-
ber en banc panel of the 9th Cir-
cuit eventually will revisit the de-
cision.

Insurers, however, note that the
9th Circuit ruling is at odds with a
standard set by the 2nd Circuit in
New York. The standard that the

New York court adopted requires
See Shareholder on page 23

Motorola joins pension wave
Hybrid plan a response to more mobile workforce
By JERRY GEISEL

SCHAUMBURG, Ill-Motorola
Inc. is converting its traditional
defined benefit pension plan to a
more-flexible hybrid plan.

The new pension equity plan
will offer faster benefit accruals,

benefit portability and a benefit
formula that is easier to under-

stand-features Motorola execu-

tives say today's employees want.
Motorola alse is sweetening its

401(k) plan by improving its
matching contribution, immedi-
ately vesting participants in
matching contributions and

adding five investment options to
the four it already offers.

In addition, the Schaumburg,

Ill.-based high-tech company will
give employees the opportunity to
purchase Motorola stock at a 15%
discount.

The changes are a response to a

 MOTOROLA
more mobile workforce and will

better enable Motorola to compete
for talent in the high-tech indus-
try, company benefit executives
say.

"Our objective was to design a
package that could help to attract
and retain employees," said Rick
Dorazil, Motorola's vp and direc-
tor of global rewards.

With its new pension equity
plan, or PEP, Motorola joins the
hundreds of employers that, in re-
cent years, have converted old-
style final-average-pay plans to
hybrids. Hybrids, such as PEPs
and cash balance plans, are so
named because they are designed
to combine the best features of de-
fined benefit and defined contri-

bution plans.
But, in several ways, Motorola's

move to a hybrid plan sets the
company apart from many other
employers that have made similar
moves.

Employers often require at least
some current employees to move
into the new plan. Such require-

See Motorola on page 22

Diversity training programs
help reduce risk of bias suits

By AMANDA MILLIGAN

Employers with diversity training programs in
place are not only likely to be seen as more progres-
sive but also could be less exposed than other compa-
nies to liability for discrimination claims.

Taking measures to eliminate bias in the workplace
is especially important for employers seeking to
avoid vicarious liability for discrimination or harass-
ment by managers in light of new guidelines by the
Equal Employment Opportunity Commission and a
U.S. Supreme Court decision, both issued last month.

Diversity training programs vary broadly, but most
attempt to examine the differences that can drive co-
workers apart and encourage candid yet constructive
talk about perceptions of differences in gender, race,
age and abilities.

"Diversity programs are. good in and of themselves
and are good legal protection," said John Sikorski,
partner and head of the employment law practice at
Robinson, Donovan, Madden & Barry P.C. in Spring-
field, Mass.

The U.S. Supreme Court is sending an extremely
strong signal with Faragher, Elterth and Kolstad to
corporations that having effective policies, proce-
dures and training programs should count very heav-

See Diversity on page 21
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Updates
Con Ed has $3 million retention
Continued from previous page
for the costs of extra city services, such as police overtime, resulting from
the blackout. No dollar amount has yet been calculated for the city's loss-
es, she said.

A record-setting heat wave in New York caused power usage to sky-
rocket, leading to a blackout for 68,000 customers in northern Manhat-
tan. One customer might be, for example, an entire apartment building;
that drives up the number of affected people. The outage was caused
when six primary feeder cables burned out in the Washington Heights
section of Manhattan. Two of them were replaced, but one subsequently
malfunctioned Power officials then were forced to shut down all the

power in that ana around 10 p.m. on July 6, a Con Ed spokeswoman said.
Power was returned to most customers late the next afternoon, but some
customers stilllacked power as late as Friday.

The Con Ed spokeswoman said the company would reimburse resi-
dents up to $100 and businesses up to $2,000 for spoiled food. Con Ed has
liability insurance above a $3 million self-insured retention.

The move to reimbunse customers, however, is not enough for state Sen.
David Paterson, D-New York City, whose district includes the blacked-
out area. He is leading the effort to organize and file a class-action suit by
customers against Con Ed, claiming the utility cut power to the area to
prevent outages in other sections of the city.

Columbia University suffered damage to numerous scientific experi-
ments when the blackout knocked out freezers storing tissue and blood
samples at its health sciences division. Although damage estimates were
unavailable, the university said they are expected to be "considerable."

Buyer trying long-term product
DANBURY, Conn-Union Carbide Corp. is the first company to use a

new long-term excess insurance product developed by Swiss Re New
Markets that ties annual premium changes to a pmapproved combination
of capital markets and hazard indexes.

Richard M. Inserra, assistant treasurer at Danbury, Conn.-based Union
Carbide, said that, for his company, the new product, dubbed GAMMA,
addresses the need for a long-term relationship with an undetwiter while
"determining a way that the pricing can move up and down in a way
that's appropriate for both partners."

GAMMA achieves that by *ying the price of insurance to fluctuations
in both the insumr's loss experience in a particular line of business and its
overall financial performance, according to Edward Guzik, a director and
head of product development at Swiss Re New Markets in New York.

From Union Carbide's perspective, the approach "tends to smooth out
the swings, and it makes the pricing changes transparent," Mr. Inserra
said, while for Swiss Re it provides "a more-predictable and long-term
premium flow" and allows the company to use its capital to its best ad-
vantage, Mr. Guzik said.

Mr. Inserra said Union Carbide's GAMMA policy is a five-year contract
with prices adjusted annually, covering both excess property and liability
exposures. The GAMMA program is capable of providing $400 million in
coverage, and Swiss Re now provides $300 million of coverage to Carbide
in a combination of property and liability coverage, Mr. Inserra said.

2Q cat losses at $3.25 billion
NEW YORK-Thirteen catastrophic events cost insurers about $3.25

billion in insured property losses during the second quarter, the Property
Claim Services unit of the Insurance Services Office Inc. says.

That pushed the total estimated cbtastrophe loss figure to just under
$5.1 billion for the first half of 1999, a slight decrease from the $5.5 bil-
lion in insured properly losses registered during the first half of 1998, ac-
cording to PCS.

Most of the second-quarter catastrophe losses arose from tornadoes and
windstorms that devastated portions of 18 states in early May. Those
storms caused an estimated $1.5 billion in insured property damage; Ok-
lahoma sustained the greatest amount of damage at $955 million. The
storms resulted in 370,000 of the 2.1 million catastrophe-related claims
handled by insurers in the second quarter of this year, PCS said.

PCS defines a catastrophe as an event that causes at least $25 million
in insured property damage and affects a significant number of policy-
holders and insurers.

Tobacco companies lose suit
MIAlVII-Tobacco companies will have to wait for a damage award be-

fore they can move to dismantle last week's jury verdict in a class action
lawsuit in Florida.

Jurors in state court in Miami held that tobacco makers produced a de-
fective product that caused illnesses in hundreds of thousands of smok-
ers. The suit, commonly called the Engle case, was filed in 1994 on behalf
of Florida smokers with smoking-related illnesses and the estates of
smokers who died.

The jury will next determine what, if any, damages should be paid to
the nine representative class members. If damages are awarded, the re-
mainder of the class can seek recoveries, and tobacco makers would be
allowed to challenge the decision.

Observers say it is likely the cigarette companies will move to decertify
the class, which usually means they will argue there are not enough com-
mon factors among class members or that resolving their claims would be
too unwieldy.

A settlement isn't likely unless a ruling upholds the validity of the class,
said Floyd Matthews, a plaintiffs attorney who handles tobacco cases
with the firm of Spohrer, Wilner, Maxwell & Matthews in Jacksonville,
Fla. "They are not likely to settle this outside of a ruling that the class is
appropriate. It seems like they would want to get an appellate court rul-
ing as soon as possible."

Mr. Matthews said that, at this point, the verdict "probably has more
impact from a public opinion standpoint than anything else."

See Updates on page 22

Employers eager for data
from new revi ew of PPOs

By MICHAEL PRINCE

WASHINGTON-Employers are
welcoming news that the National
Committee for Quality Assurance
will begin evaluating the quality
of preferred provider organiza-
tions, a representative of an em-
ployer group says.

Starting in 2000, the organiza-
tion, best known for accrediting
health maintenance organiza-

tions, will take a look at the na-

tion's 1,035 PPOs. The move

comes in response to employers
who have asked the NCQA to pro-
vide information on PPOs that

currently is unavailable, an
NCQA spokesman said.

The NCQA's decision has been

enthusiastically greeted by em-
ployers, said Laurel Pickering, ex-
ecutive director of the New York

Business Group on Health, a

group of some 150 members, in-
cluding such large employers as
American Express Co., Bell At-
lantic Corp. and Citigroup Inc.
Ms. Pickering said the lack of ac-
creditation of PPOs has bec6mea

problem, as more employees are
now choosing PPO plans.

The lack of data became evi-

dent, Ms. Pickering said, when the
NYBGH began creating the pur-

See NCQA on page 4

Cat bonds to grow
Increasing frequ
By DOUGLAS McLEOD

NEW YORK-The rising fre-
quency of large catastrophe
losses and reinsurance industry
consolidation Will fuel the

growth of catastrophe bonds as
an alternative to traditional

reinsurance, Standard & Poor's

Corp. analysts predict.
Widespread property devel-

opment in catastrophe-exposed
areas of the southeastern Unit-

ed States is one factor con-

tributing to the increase in

Y2K risks

not limited

to technology
By MARK A. HOFMANN

WASHINGTON-Computers aren't the only things that
might go haywire when the year 2000 arrives.

In fact, the arrival of the millennium will be an "enor-
mous invitation to terrorists, criminals and wackos," said
Neil C. Livingstone, chairman and chief executive officer of
GlobalOptions LLC., a Washington-based crisis manage-
.-- ment firm. "We expect in the runup to the

/4 new millennium, a certain number of

 Livingstone predicted during a sympo-

,M-T, i >7•"'- sium in Washington last week.
1 ' - - Entitled ''The Other Y2K Problem," the sympo-

sium examined the potential problem of terrorism and

crime linked to the better-known Y2K computer problem.
Mr. Livingstone stressed to his colleagues that this problem
could spill into the workplace as well.

"From a law enforcement standpoint, Jan. 1,2000, will be
the full moon of all full moons. Police departments across
the land are bracing for an increase in crime, especially vi-
olent crime, on the eve of the year 2000," he said.

"I think violence in the workplace is a real possibility,"
in part because of stresses connected with the Y2K comput-
er problem, warned Gary Stubblefield, GlobalOptions'

See Y2K on page 21
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erage for outpatient prescription drugs in the federal Medi-
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ency of losses wi
catastrophe losses, noted Fran-
eis Parisi, director with S&P in
New York.

"We are seeing more and more
catastrophic events happening,"
he said. "As the population (in
catastrophe-exposed areas) has
grown and all of the businesses
associated with that have

grown. . .that's causing more-
frequent large losses to occur."

While only a handful of catas-
trophe bond deals have been
completed in the past two years,
these have been done despite a

11 contribute: S&P

relatively soft reinsurance mar-
ket. This, S&P officials say, sug-
gests there will be rising de-
mand for bond products in the
future, as reinsurance industry
consolidation and tightening
market conditions make alter-

native sources of capacity more
attractive.

In a typical catastrophe rein-
surance bond structure, a ced-
ing insurer forms a separate
company, known as a "special
purpose vehicle," to act as its

See S&P on page 22

Deadline near

for directory
of international

reinsurers

Business Insurance will publish its an-
nual Directory of Worldwide Reinsurers in
the Aug. 30 issue, which will also include a
Spotlight Report on international reinsur-
ance markets.

The directory is published as an editori-
al service, and there is no charge to be in-
cluded. To be listed, a company's consoli-
dated net reinsurance premiums written-
including both property/casualty and
life/health-must exceed $100 million. In
addition, a company must provide premi-

ums written and capital and surplus fig- 4
ures for 1997 and 1998 to be included in

the directory. If your company meets the
requirements and has not received a ques-
tionnaire, please request one immediately
by calling Directory Editor Kevin Edison
at 312-649-5279.

Copies of the questionnaire also can be
printed from the BI World Wide Web site
at www.businessinsurance.com/maga-
zine/directories.html.

Completed questionnaires must be sub-
mitted by the extended deadline of July 23.
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New coalition seeks range of therapies, Including growing momentum nationally See Alternat,Feon page 6

to reduce fraternity Ilestroy privacy expectations': Lawye r
By RODD ZOLKOS ployee has enforceable privacy rights "

alcohol abuse, losses A key lS whether the employee has a 'reasonable
ATLANTA-While employee right-to-privacy suits expectation of privacy,"he said The employer deter-

against employers are on the rise, employers mines whether there fs a reasonable expecta-
do enjoy broad information-gathering rights, tion

By ELIZABETH LINDSEY drug abuse among fraternity if they take the proper steps to maintain them What my recommendation to you would be

members A study by Harris & "Information is power Employers want it ---452 is though we all value privacy. you don't want
A national fraternity, a broker Harris showed that 88% of frater- Employees want to contain it And we have 1 1 a to create an expectation of privacy, however

and an association of university nity deaths involved alcohol and this clash of rights," said Jonathan A Segal, a 1 1 C well-intended," Mr Segal said Instead. "you
risk managers are among the 61 % of fraternity claims were as- partner at the Wolf, Block, Schorr & Solis-Co- want to destroy privacy expectations "

members of a new coalition sociated with underage drinking hen LLP law firm in Philadelphia ,(, cifin n,R While an employer can create privacy rights
formed to combat alcohol abuse in Additionally, 95% of falls from Speaking late last month at the annual con- It 11 M \ \ by providing assuranc es of employee privacy,

college fraternities and avoid al- roofs, 93% of sexual abuse claims, ference of the Society for Human Resource it can eliminate such expectations by having
11 /.1)1 It{ 1·

cohol-related losses 87% of automobile incidents, 94% Management in Atlanta, he noted that the em- a clear policy that reserves its nght to search
'4 \ \ /f Mk & 1

In addition to saving lives by re- . of fights, 67% of slips and falls, ployer's right to search an employee's belong- Such a policy should explicitly apply to em-

ducing alcohol abuse, the group and 49% of hazing claims in- ings, work area, desk, locker, vehicle, comput- ployees' personal belongings on the WObk

believes that more-responsible volved alcohol er, e-mall or voice mail "depends on whether the em- See Privacy on page 19

drinking will lead to lower losses D Jean Demchak, senior vp and
"The greatest exposure among chair of Marsh's Global Higher

fraternities, as far as risk manage- Education Group, said lt lS too Structu re set for expanded ACE
« ment goes, is people being under early to prolect the insurance

the influence of alcohol," said claims savings that CAAPP could Completion of CIGNA deal makes insurer a major U.S. player
Jacques L Vauclain, executive di- produce for fraternities and uni-
rector of Sigma Phi Epsilon, a Lersities, but a rough estimate HAMILTON, Bermuda-ACE contains Brandywine Holdings, and property business that ACE
Richmond, Va -based fraternity would be between 10% and 30% Ltd is now a major player m the which manages the runoff of writes from its headquarters in
that has chapters on 260 college Defending lawsuits over accidents U S insurance market and has CIGNA's long-tail liability busi- Bermuda Gary Sc hmalmedt will
campuses in 48 states or rape cases, for example, is ex- expanded ltS operations world- ness become president and CEO on

Sigma Phi Epsilon and a Marsh pensive and victims often receive wide, with the completion of ltS Another division of ACE USA, Aug 1
Inc division, the Global Higher large settlements, she said $3 45 billion purchase of CIGNA Commercial Insurance Services, •Tempest Re is a properly

Education Group, earlier this year CAAPP has no timetable for Corp 's domestic and internation- may be put up for sale, the com- catastrophe reinsurer based In
initiated the program, which calls seeing results Instead of looking al property/casualty operations pany said The division offers Bermuda and led by President
itself the Campus Alcohol Abuse at how much money iS saved and The deal, which was announced middle-market and guaranteed and CEO John Engstrom
Prevention Program how quickly changes occur, Mr in January and finalized July 2, cost workers compensation cover- • ACE Global Markets in Lon-

Joining the coalition were the Vauclain said he will measure the results in the creation of several age, whereas most of ACE's other don houses the Lloyd's of London
University Risk Management program's success by how well new units of ACE that will en- business is specialty coverages, operations of ACE William
Assn, the National Assn of Col- fraternities and universities work compass former CIGNA units said Dennis Reding, president and Loschert is chairman, John Char-
lege & University Business Offi- together to hold fraternity mem- Hamilton, Bermuda-based ACE chief executive officer of ACE man is CEO
cers and the Campus Safety bers accountable for their actions Ltd will now be the holding com- USA Concurrent witn the closing of

Health & Environment Manage- The idea for CAAPP was devel- pany for four main units ACE ACE International houses the the purchase a $1 25 billion rein-
ment Assn The coalition, which oped when Mr Vauclain and Ed INA Holdings Inc, ACE Bermuda, former CIGNA international busi- surance program was bought by
held ltS first meeting in April, Holinski, senior vp and vice chair- Tempest Re, and ACE Global ness under four subdivisions ACE CIGNA from National Indemnity
aims to encourage responsible use man of Marsh's Global Higher Markets The composition of those Europe, ACE Far East ACE Asia Co , a subsidiary of Berkshire
of alcohol, craft behavior guide- Education Group, began dis- four units are as follows Pacific, and ACE Latin America Hathaway Inc, to cover an) re-

lines for fraternity members and cussing ways to reduce fraterni- • ACE INA lS the holding com- The chairman, president and serve shortfalls in Brand>wire
make sure those guidelines are en- ties' insurance costs pany for ACE's U S operations CEO of ACE INA is Dominic (BI, Feb 1)
forced CAAPP decided to seek support and comprises ACE USA and Frederico, and Kingsley Schubert Also, CIGNA took a S64 m 111 i an

CAAPP was scheduled to pre- from groups such as URMIA, ACE International is president and CEO of ACE In- charge in its second-quarter earn-
sent its guidelines to the Fraterni- NACUBO and CSHEMA because ACE USA now houses the for- ternational ings for expenses related to the

ty Executive Assn last week they represent the financial and mer CIGNA property and casual- • ACE Bermuda will continue to sale It woald not give iurther de-
The program recognizes that safety interests of colleges and ty business as well as ACE's exist- house the high-lerel excess liabil- tails

losses often stem from alcohol and See Campus onpage 19 ing U S domestic business It also tty, directors and officers liability -By Govm Souter

Alternative market growth flat .-Alibial*ark-lfhaily-gewdjT 73»(1
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But firmer insurance rates could spur new demand: Conning 77 W 7448& , 1 4,0 1 7 c #11 122 f 3' *i. 14rIETRaditional ,#46&.Iu State funds !, 'I'-,-rkdt-© 1-I Alternative, 31
4-

By LEE FLETCHER ty/casualty insurance rates, the As past experience has shown, 4 LSE----4294*5>C·j L $90
insurance analyst predicts once businesses cross the line to =·***.0 4.1 'li, '' 1

The alternative market is ex- "One of our themes is that if the alternative markets, they rarely {4-22- 18(1 j,4-  --0 :Surii,r - - r 5.-*1", 4 - , .1  *va= ; - - *
... "

pected to experience only slight market turns and rates start in- return to the traditional market, 3--9.--70 I . .
29%

growth over the next few years, creasing, companies that are in she added SE ':60 "Li- .

, * : 4 9 fi : 6 4%*»2.-- S.Z...
but that could change if rates in- the traditional marketplace will The study, the seventh in a se- < B '456 r I

71%

crease in the commercial insur- be asking the question, 'What oth- ries on alternative markets by 6 KS4O -'_
ance market, an analyst predicts er options do I have for risk pro- Conning, is based on anecdotal & a

Alternative risk financing op- tection?' The other option that evidence and informal interviews 536 * I . r
rn .i 20 +tions account for about one-third comes clearly to the surface iS with risk managers and various + C C.- '.«IZI«
--

of the total commercial "risk pro- looking to the alternative mar- insurance industry executives 040
r

tection market," according to re- kets," said Mary Ann Godbout, a Conning predicts that alterna- +24 ,-0 - r Pe__L
search by Conning & Co But that vp at Conning & Co in Hartford, tive markets' share of the total 3WoIkers com'p#29 Liability_»11' 1-=Prolierty w, 4 :IVYilevel could grow even with modest Conn, and author of a new study risk protection market will.in-

. Source A M Best, Connng Market@ance fe«/ i ,, , i .'% #Irl  4'* ·14»
increases in commercial proper- on alternative markets See Conning on page 10 --
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NCQA
Continued from page 2
chasing alliance the group is about
to unveil. The organization was able
to get quality data for the HMOs but
not for the two PPOs offered.

"You're not then providing a real
comparison of quality of the plans
you're offering," she said.

The NCQA has been looking into
PPO accreditation because, in recent
years, the number of enrollees in
PPOs has exceeded those in HMOs,

said NCQA President Margaret
O'Kane. "Without this piece of the
picture, it's a very incomplete pic-
ture," Ms. O'Kane said.

The evaluation will involve two

steps. Starting later in 1999, the
NCQA will introduce a satisfaction
survey, which will be a modified
version of the Consumer Assessment

of Health Plans Study currently
used for HMOs. Any PPO seeking to

#1

PBM

S CAREDATA®
CAREDATA REPORTS INC
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SATISFACTION

AWARD

be evaluated will contract with an

NCQA-approved vendor to conduct
a survey of the PPO's enrollees, with
results ready for release in early
2000.

A full-fledged evaluation program

tions are expected to be announced
in the fall of 2000.

One possible problem with the ac-
creditation process is that, given the
large number of PPOs and the limit-
ed number of evaluators, many

A full-fledged accreditation program for PPOs
will starl after the NCQA releases standards in

July 2000. The first designations are expected
to be announced in the fall of 2000.

will start after the NCQA releases its
standards for PPO accreditation in

July 2000. This evaluation will be
similar to those currently used for
HMOs, modified to eliminate items
not relevant to PPOs, such as pre-
ventive health programs, the
spokesman said. The first designa-

PPOs may never undergo evalua-
tion. To avoid this pitfall, Ms. Pick-
ering of the NYBGH recommends
that employers and other health
care purchasers demand that their
PPOs receive accreditation.

It has not yet been determined
whether the PPO accreditation will

be based on the newly updated
HMO designations that took effect
July 1, Ms. O'Kane said. These new
designations-excellent, commend-
able, accredited, provisional and de-
nied-replace the older, four-level
designations. Eventually, the NCQA
would like to use a similar ranking
system to evaluate PPOs and HMOs,
Ms. O'Kane added.

The focus on PPO quality was
welcomed by Richard Sinni, prac-
tice leader-group and health care for
Watson Wyatt Worldwide in New
York.

PPOs claim to concentrate on

quality, "but they primarily func-
tion as a discount network with

minimal medical oversight," Mr.
Sinni said.

He also noted that many PPOs are
small and might not have gathered
the necessary data to become ac-
credited. In such cases, the PPOs

might forgo the accreditation pro-
cess, he said. [al

For more information on how Merck-Medco can work with

you, contact us at 1 -800-248-2268 or on the world wide web at
http:#www.merck-medco.com.

5 Merck-Medco
Managed Care, LLC.
©1999 Merck-Medco Managed Care, LLC., is a subsidiary of Merck & Co., Inc.

* Based on an independent survey of national PBMs (including Aetne/US Healthcare, Caremark, CIGNA, DPS,
Express Scripts, Merck-Medco, Paci fiCare/Prescription Solutiors, PC 3, Prudential, and Rite-Aid) conducted by
CareData Reports, Inc., White Plains, NY, from May 1998 thrcugh August 1998.
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Brennan
Continued from page 1
arms-length contractual insur-
ance relationships," the panel
found. "Indeed, there was sub-
stantial reason for (the defen-
dants) to conclude that the rela-
tionships at issue were not fidu-
ciary under New York law or oth-
erwise."

In its instructions to the jury
defining fiduciary relationships,
the trial court also failed to em-

phasize that such relationships
must involve "control and domi-

nance" of one party in a transac-
tion by another.

This is important in the USAU
case, "where the alleged victims
had a variety of practical and con-
tractual rights to participate in or
challenge defendants' decisions,"
the court found.

Insurer representatives cheered
the decision: "If the conviction

had been upheld, it would have
opened the door to numerous law-
suits every time an insurance ex-
ecutive makes a good-faith busi-
ness decision," said Patrick Watts,
assistant vp with the Alliance of
American Insurers in Downers

Grove, Ill.

If parties to insurance agree-
ments had wanted to establish the

kind of fiduciary duties prosecu-
tors argued for, they could have
done so through their contracts,
said William F. Sheehan, a part-
ner with the Washington firm of
Shea & Gardner who represented
several British and French avia-

'The idea that the industry
ought to be reformed by
(federal prosecutors)
came as a surprise,' says
William F. Sheehan.

tion insurers as friends of the
court.

"The idea that the industry
ought to be reformed by (feder-
al prosecutors) carne as a sur-
prise to many of us," Mr. Sheehan
said.

At least one policyholder lawyer
is disturbed by the ruling, though:
"I think this sets policyholder
rights back 130 years," said Eu-
gene Anderson, senior partner
with Anderson, Kill & Olick P.C.
in New York.

While the panel was right in
finding no fiduciary duty between
insurers and reinsurers, it was

wrong to find none between US-
Air and USAU, he said. "An in-
surance company owes its policy-
holders a fiduciary responsibility.
It can't put its own interests above
the interests of the policyholders."

One thing both sides agree on is
that the criminal case against
USAU and Mr. Brennan is likely
at an end.

"The last couple of pages of the
court's opinion are a strong invi-
tation to the U.S. Attorney's office
to drop the case," Mr. Sheehan
said. lai
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Alternative
Condnued from page 3

to offer this coverage, leading either to
mandates in some states or the volun-

tary introduction of coverage by
health insurers eager to stand out in
today's competitive market.

The Washington law was set to take
effect in 1996 but was delayed by a
federal suit brought by insurers that
oppose the legislation. T'he way was
cleared when the 9th U.S. Circuit

Couit of Appeals ruled in the state's
favor last year and the U.S. Supreme
Court earlier this year refused to hear
the insuren: appeal,

The hold placed on implementation
of the coverage mandate while the
federal litigation was resolved is ex-
Fected to be lifted within the next few
weeks, said a Washington Insurance
Department spokesman. Meanwhile,
regulations promulgating the law are
tentatively set to be issued Thursday.

But there may be additionallitiga-
tion. Two state lawsuits brought by
insurers had been stayed pending res-
olution of the federal case; those cases

are now expected to proceed, said a
spokesman for one of the insurers, Re-
gence Blue Shield in Seattle.

The Washington law essentially
says insurance policies must provide
coverage for treatments and services
by every category of health care
provider, which would include li-
censed alternative medical care prac-
titioners. Washington provides licens-
es to a large number of alternative
medical providers, including natur-
opaths, acupuncturists, midwives and
massage therapists.

Managed care plans can continue to
restrict access to providers in the
plans' networks. But the law would
require them to include all categories
of health care within their network,

meaning they would be unable to re-
strict access to, for example, a natur-
opath by claiming the network does

A A

not include the specialty, according to
the Insurance Department spokes-
man. Self-insured health plans would
not be subject to the state law.

The law may not have a dramatic
impact in Washington itself, because
many insurers already have intro-
duced at least some coverage for alter-
native medical therapies in anticipa-
tion of the law's implementation.

"I think it's a pretty nlixed bag at
the moment as to who's offering and
who's not offering, and the types of
coverage they're offering," said Beth
Rutherford, a Seattle-based consul-
tant with William M. Mercer Inc.

She noted that while the law ap-
plies only to insured plans, a number
of self-insured businesses in the state

also are offering at least some level of
alternative care coverage.

Most of the insurers "did implement
on their insured plan some level of
overage" when the legislation was
originally passed, said Mary Green-
ing, a senior vp with Aon Consulting

NATIONAL

INDEMNITY

in Seattle.

Anita Boser, executive director of

the Seattle-based Employers Health
Purchasing Co-op, which represents
about 500 small companies, said her
organization's members already offer
coverage for alternative care.

Seattle-based Starbucks Coffee Co.

already provides coverage for a_terna-
tive health care, including chiroprac-
tic, homeopathic and naturopathic
treatments, said a spokeswoman.

Implementation of the law. though,
will expand the number of employers
offering such coverage and could pro-
vide valuable insight into the zost of
covering alternative medicine. One
school of thought says employees will
save employers money because they
will go first to less-expensive alterna-
tives to conventional medicine,

The theory is that when alteInative
care is available, costs Will decrease

because patients using it get better
more quickly and therefore do not use
conventional services.

AXA Re Group
has purchased a $300,000,000

5-Year, Second Event, Retrocession Index Cover.

The entire program was assumed by
National Indemnity Company,

a subsidiary of Berkshire Hathaway, Inc.

This transaction was

arranged and completed by
Guy Carpenter & Company.

"We haven't found it to be expen-
sive," said Ms. Boser. She said her

plan has controlled costs by requling
a physician referral to go to an alter-
native practitioner and by limiting
coverage for spinal manipulation by
chiropractors to 10 times per year.

But others believe employees will
use these therapies as a last resort,
which means the cost of covering
these treatments would come in:ddi-

tion to the cost of conventional care,

thereby increasing overall claims.
Which view is right may be se:tled

in Washington state, consultants say.
The Washington program is likely

to spur more research on alternative
medicine costs, said Janice Stanger, a
Mercer principal in San Francisco.
Health plans in the state will begin to
generate data, and "the data will be
very useful in determining when it's
clinically appropriate and effective"
to offer alternative therapies, she said.

"I think it will also demystify alter-
native medicine," she said "Eight
now, people think it's something
that's totally inappropriate, or just
something that's very'New Agey, and
that the people who do it are kind of
kooky." That will change, though, if
alternative medicine outcomes can be

grounded in evidence and research
and used appropriately, Ms. Stanger
said.

The Washington program "is going
to create a test, if you will, for employ-
ers to see what kind of impact this is
going to have on their costs, and what
the utilization will look like, how

many people are actually going to use
the service," said Camille Haltom, a
consultant with Hewitt Associates

LL.C. in Lincolnshire, Ill.

More employers may introduce cov-
erage for alternative therapies "if they
like what they see in Washington,"
she said.

Many who are concerned about in-
creased costs are likely to wait a year
or two to see what happens in Wash-
ington before introducing alternative
medicine coverage themselves, said
Lee Launer, a partner with Pricewa-
terhouseCoopers in New York. If it is
found that the cost of broadening cov-
erage is not excessive, then "there will
be others who will, in fact, follow that
path," he said.

Rollout of the law also could in-

crease momentum for health plans to
provide coverage for alternative med-
ical therapies.

"I think the country has already
looked to Washington state as a lead-
er in alternative medicine, perhaps
because it's the location of a couple of
schools of naturotherapy and this law
has been in the news the past several
years," said Nancy Hakes, a Phoenix-
based health care benefits consultant

with The Segal Co.
"We've had lots of inquiries from

around the country about this law,"
said the Washington Insurance De-
partment spokesman.

"I think coverage is definitely going
to expand just through voluntary de-
cisions made by employers and insur-
ance companies and health planssuch
as HMOs," said Mercer's Ms. Stanger.

According to a Mercer survey of
employer-sponsored health plans
conducted last year, from 45% to 65%
of employers with at least 500 work-
ers now offer chiropractic coverage,
depending on the type of health plan
they offer. The percentage covering
other alternative therapies drops pre-
cipitously, though. For instance, only
5% to 10% of large employers iffer
coverage for biofeedback.

"I think we're going to see those
percentages growing over time, be-
cause alternative medicine is very
popular among plan enrollees, and it
also tends to be relatively low-cost,
and it's a good way to maintain com-
petitive advantages," said Ms.
Stanger.

"It's a very hot topic right now,"
said Hewitt's Ms. Haltom. "A lot of

employers are asking for it, and em-
ployees are asking for it as well." iii.
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Opinions

A complete health plan
HOEVER HEARD of a health care plan
that doesn't offer coverage for outpatient
prescription drugs?

Well, there is at least one and, regrettably, it is the
federal Medicare program, the nation's largest group
health care plan.

Looking back, one can perhaps understand why
Congress in 1965 did not include a prescription drug
benefit when it passed the legislation that set up the
Medicare program.

Federal legislators 34 years ago didn't worry much
about prescription drugs because they still were a
relatively small, incidental item in overall health
care costs, which themselves were very low. At the
same time, drug therapies had yet to develop as a
widespread alternative to hospitalization.

As we all know, however, the world has changed
drastically since the mid-1960s.

Today, no one would describe prescription drugs
as an incidental cost item. Drug costs, in fact, are in-
creasing much faster than any other health care good
or service and are a major factor behind medical in-
flation.

We also know that the use of prescription drug
therapies has exploded-though this is not necessar-
ily a bad thing. A patient who takes a prescription
drug that costs $100 a month, for example, may be
avoiding a stay in hospital room that costs a $1,000 a
day.

While the costs and usage of prescription drugs has
changed since the 1960s, the Medicare program has
not been altered to recognize that change, an omis-
sion the Clinton administration quite properly wants
to correct.

As we have reported, the administration has pro-
posed adding, commencing in 2002, a prescription
drug benefit to Medicare (BI, July 5).

The administration's approach to adding coverage
of prescription drugs under the federal program
stands in stark and pleasant contrast to the over-
reaching health care reform plan it advanced-with
disastrous results-in 1993.

To start, the proposed prescription drug benefit
wouldn't begin until 2002 and wouldn't go fully into
effect until 2008. That should give government regu-
lators sufficient time to work out any bugs.
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At the same time, the design of the prescription
drug benefit is well thought out. On each prescrip-
tion, Medicare and the retiree would share equally in
the cost, which should discourage unnecessary uti-
lization of the benefit.

In addition, with 50% of drug costs-up to
$5,000-reimbursable, retirees will have a good ben-
efit without creating an enormous fiscal burden on
the government. In fact, the benefit could even save
the government money if greater use of drug thera-
pies keeps retirees out of the hospital.

Another plus is that the administration wants to
include employers in this change.

Recognizing that Medicare, administratively, can
handle only so much change at once, the Clinton ad-
ministration would give financial incentives-rough-
ly $200 per retiree per year-to employers that con-
tinue to offer retiree health care plan coverage with
a prescription drug benefit at least equivalent to that
which Medicare would offer.

We hope that this plan for fixing a health care plan
that lacks coverage of prescription drugs is one
health care reform on which Republican and Demo-
crat lawmakers alike can agree.

Letter.c

Quality of some buyers may be poor
To the editor: I have received my copy

of the RIMS/QIC 1999 Quality Scorecard
rating the performance of brokers and in-
surance companies.

Five thousand individuals participated
in this year's survey, compared with
1,700 in 1998, so the survey results should
have more validity. Therefore it's surpris-
ing that this year's ratings were only
slightly better than last year's "C" evalu-
ations.

This poses two questions. First, are the
brokers' and insurers' performances real-
ly this poor? Second, if the answer is
"yes," why aren't risk managers doing
something about it?

I personally find these ratings suspect.

Business Insurance welcomes letters to

the editor. The section is intended to be a

forum for readers' opinions and com-
ments. We reserue the right to edit letters
for clarity or space. We witt not publish
unsigned letters. Please send your letters
to Letters to the Editor, Business Insur-
ance, 740 N. Rush St., Chicago, Rt. 60611,
far: 312-280-3174, e-mail. pwinston@
crain.com

Wm. Wrigley Jr. Co., for example, rated
our two brokers, Marsh and Aon, as well
as our insurers, quite high in almost all
categories. If risk managers or other
raters are this dissatisfied, and if they
can't resolve service problems, they
should change brokers and/or insurance
companies.

Now that RIMS/QIC has conducted this

scorecard survey for two years, perhaps
it's time to allow brokers and insurance

companies to rate the risk managers and
insurance buyers with whom they must
work on their expertise, integrity, initia-

tive, cooperation and other traits. I ex-
pect there would be more than a few sur-
prises in the results, showing many risk
managers and other raters rated as "C" or
lower in the performance of their duties.

But before RIMS/QIC conducts any
more surveys, perhaps it would be bene-
ficial for all parties to find a way to bet-
ter accentuate the positive aspects of bro-
ker/client relationships.

Kenneth P. Simpson

Corporate Risk Manager
Wm. Wrigley Jr. Co.

Chicago

Solve licensing headache
To the editor: I read with great inter-

est the June 14 article "NAIC Supports
Federal Licensing Plan."

Because I have clients in many states,
I am hearing increased concerns from
insurers about how to service them. In

fact, I get the impression that, unless I
get a license in all of the states in which
my clients reside, it would probably be
in the insurers' best interest to ignore
these clients rather than to maintain
contact with them.

I'm sure the insurers are obsessed by
compliance regulations, but this concern
should not create a barrier to my con-
tacting out-of-state clients. A federal li-
cense would solve this problem. It would
certainly make life easier for me. Give
me the freedom to keep in touch with all
of my clients, and get the insurers off my
back.

Richard P. Duffy
Duffy Associates
Millbrook, N.Y.
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Conning
Continued from page 3
crease only slightly over the next few
years, rising to 35% in 2001 from 34%

in 1997, the most recent year Conning
analyzed. That increase. however, is
based on an assumption that the com-
mercial market's rates may be reach-
ing the bottom; if soft pr.cing contin-
ues, the alternative market's share
will remain at about 34% of the over-

all market according to Conning.
Conning broadly defines the alter-

native market to include any risk fi-
nancing option outside of traditional
insurance. The laigest of these is self-
insurance, other alternatives include

captives, risk retention groups and
even capital markets inssruments, Ms
Godbout explained.

Ms. Godbout said sha: even a mod-

est increase in rates will likely drive
risk managers to explore new alter-
native market options.

"I maintain that we don't need

rates to increase to levels that we saw

in the 1980s, where companies went
to the al:ernative markets because

rates were so high. I am conter_ding
that smaller rate increases will drive

businesses to ask the question, 'What
are my other options?,' " she said.

"I talked to various insurance cons-

panies, risk managers, agents and
brokers,"said Ms. Godbout, explain-
ing the study is based cn information
gathered through informal converss-
tion

The people she spoke with agreed
that it's not going to take much if
rates go up before people will be look-
ing at other options she said.

"Commercial insurers are kind of

stuck right now hoping that rates are
going to increase. I don't think that

they've really thought fbout the next
step, which could be that they are go-
ing to lose business," Ms. Godbout
said.

Melton J. Segal, eha.Iman and
chief executive officer of Meadow-

brook Insurance Grouo Inc, based in
Southfield, Mich., disagrees that
modest rate firming would drive more
buyers to the alternative market.

'I think the change has to be fairly
dramatic. Prices have'.0 p up at least
10% to 15% before comganies stat'tto
panic," he said,

If th€ Tarket does tarn and buyers
abandon traditional insurance, Ms.
Godbout said insurers will have to

look to new opportunities
One way for insurers to remain

competitive, she suggpsted, would be
to expand their product cfferings and
develop new coverages Another idea
is to offer integrated r-sk financing
products that include different Types
of risk, such as operational risk and
financial risk, that previ iusly have
not been -nsured.

"For =hose companies that only of-
fer single-line insurance, business
will get harder and harder," she pre-
dicted

Jeffre Ward, charman and CEO
of Ward North America Inc., a San

Diego-based claims administrator,
strongly agrees with Ms. Godbout's
conclusions.

"An' broker, insurer c,r reinsurer
who has not deviseda strategy in the
alernative market-if they can't ac-
commodate small and rn-d-sized ac-

counts-they're going tc be limited in
their grcwth. Others are going to out-
do them " said Mr. Ward.

Ms. Gidbout noted that most large
commercial insuranzie companies al-
ready are providing senices in the al-
ternative markets.

-
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"When prices increase, it's the mid-
dle-sized and smaller (insurance)
companies which will be looking for
the new arrangements and options,"
she said.

Meadowbrook's Mr. Segal said the
smaller insurers will be best posi-
tioned to respond to any shift to the
alternative market.

"I don't believe that the larger (in-
surance) companies will be better po-
sitioned in this marketplace, because
they are in general the more tradi-
tional, the more entrenched in their
ways and less agile and flexible," he
said.

"Many of the smaller companies
will have the agility and flexibility to
cope with the changes. They're just
smaller and less institutionalized," he
said.

Despite the potential for change,
Ms. Godbout said she does not see

any dramatic turn in the commercial
insurance market in the near future.

"Right now, it just makes sense for
companies involved in traditional in-
surance to stay put, because they're
getting a terrific value for their mon-
ey," Ms. Godbout said.

Even in the midst of a soft market,
however, Meadowbrook is seeing
continuing strong interest in its alter-
native market services, said Mr. Se-
gal.

"We're busier than ever. We're

adding more alternative risk pro-
grams Every year we have more than
the year before," he said.

The study "Alternative Markets:
An Ever-Evolving Mosaic" is avail-
able from Conning & Co. for $575
by calling toll free 888-767-1177 or
860-520-1245 or can be purchased
through the company's Web site at
wune.conning.com.

LTC demand low: Study
The 1996 federal law that ex-

tended tax benefits to employers
and employees who buy long-term
care insurance has not sparked
much new demand for the cover-

age, a new study shows.
But, nearly half-47.5%-f the

' survey respondents that do not of-
fer the benefit said they may offer it
eventually, and 1.3% said they def-
initely would. Still, nearly as
many-44.9%-said they would
not offer LTC benefits.

The International Foundation of

Employee Benefit Plans in Brook-
field, Wis., surveyed 1,411 of its cor-
porate members in June 1998. Of
those, 448, or nearly 32%, respond-
ed. The IFEBP released results last
month.

The LTC coverage tax benefit
was created under the Health In-

surance Portability and Account-
ability Act of 1996. For an LTC
plan to qualify for tax-favored sta-
tus, the beneficiary must meet a
minimum disability level for at
least 90 days.

The survey's results on low em-
ployer sponsorship of LTC benefits
and low employee participation in
the plans that employers do sponsor
mimic earlier studies, said Larry V.
Aarbus Jr., an IFEBP research as-
sociate.

Sixty-five of the 448 respon-
dents-or 14.5%-offered the ben-

efit. The top reasons for offering
the benefit were a desire to offer an

emerging benefit-76%-and the
benefit's importance to employ-
ees-68%.

Employers with 1,000 or more
workers accounted for 74% of the

companies that offer the coverage.
Most employers that offer the

benefit-80%-sponsor a volun-
tag, employee-paid LTC benefit.

But, for nearly 71% of those em-
plc)yers, employee participation is
less than 10%, and participation is
below 5% for more than half of

those employers.
Nearly 48% of respondents that

offered LTC reported that their em-
ployees were satisfied with the ben-
efit. But almost 25% said their em-

ployees were not satisfied. Nearly
22% said measuring employee sat-
isfaction now would be premature.

The survey shows, however, that
the HIPAA may have both in-
creased employer awareness of the
benefit and created a larger poten-
tial market for LTC insurance, Mr.
Aarbus said.

"For employers considering the
benefit, ensuring employees are
aware of the need for LTC insur-

ance can contribute to a more sue-

cessful implementation of the ben-
efit," he said.

Fifty-one percent of the survey
respondents that do not offer the 4
benefit said it is too new and

untested; 35% said employees are 1
not interested or do not understand

the benefit; and 28% said it is too
expensive.

Free copies of the IFEBP study
are avaitabte from Michette Mc- ,
Doweit at 414-786-6710, ext. 8219,
or by e-mail: pt@ifebp. org
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Links to the New Basics
The World Captive and Alternative Risk Financing Forum brings together the most innovative captive sponsors as
well as the leading experts serving the risk financing needs of corporations and institutions to examine cutting
edge risk financing programs and explore the future.

New for 1999 - Two Session Tracks

The World Captive and Alternative Risk Financing Forum is structured to create two parallel tracks: One focuses
on issues involving captive insurance companies and the other focuses on the use of capital markets, employee
benefits financing and integrated risk financing programs. Attendees can attend sessions in one suggested
track, or select sessions from either track to best meet their information needs. Topics to be covered include:

• Capital markets • Employee benefits in captives • Rent-a-captives
• Reinsurance • Captive case studies • Group captives

• Integrated risk financing programs • Improving captives' financial performance • Shutting down a captive
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meYou kept promise for three hundred years?Vlidn was the last

CG]U The new CGU traces its roots back

to London in 1696, making it the oldest,

continuously operating insurance company

in the world. CGU has kept its promises to

clients across four centuries. Among those

clients have been Queen Victoria, Winsgon

Churchill and two American Presidents.

- And well keep our promises to you. -

*&.

fia

-

189*3&

1 +

1



\A/e're the new CGU some eight thousand people strorg across America, dedicated to continuing

cur over three hundred year global history of keepirg promises to our =lients. acents and brokers:
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The promise of financial strength, leadership and stability. THe promise of quality service and

support. The promise to be there when your customers need us most - when thev have a loss.
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WINSTON CHURCHILL

A CLIENT

FROM 1906 T01963
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ulin©e «1696,

The merger of Commercial Union

and General Accident in the UK

created CGU, the ]]th largest

insurance company in the world.

Here in the United States, CGU

has the size, stability, experience

We have kept

our promise

across four

centuries.

and regional network to provide a comprehensive range of innovative

personal, commercial, specialty and life insurance products as well as

responsive claims service through 7,100 independent brokers and agents.

CGU's goal is to become the premier independent agency and broker property/

casualty insurance company in America. That's our promise to you.

CGU
IT'S NOT A PROMISE UNTIL YOU KEEP IT.

PERSONAL COMMERCIAL SPECIALTY LIFE



Global Briefs

Lloyd's of London regulators have put
an unexpected risk-based capital loading
on syndicates of four agencies for next
year's account. Amlin Underwriting Ltd.,
Chartwell Managing Agents Ltd., Crowe
Syndicate Management Ltd. and Omega
Underwriting Agents Ltd. have been in-
formed they will need to provide an extra
10% in funds to back their syndicates'
underwriting plans for the 2000 year of
account. All four agencies have said they
are working with Lloyd's regulators to
resolve the situation by the end of the
year. Lloyd's regulators declined to com-
ment. . . .Underwriter Timothy Humm
has resigned from Hiscox P.L.C. to take
up the reins at CGU PLC.'s marine syn-
dicate. Mr. Humm, active underwriter for
Hiscox syndicate 625-merged into syn-
dicate 33 at the beginning of 1998-also
was an executive director at Hiscox.

Derek Netherton and Carol Franklin En-

gler have been appointed non-executive
directors at Hiscox. . . .London-based

broker Bradstock Group P.L.C. has
launched a p61icy to cover contingency
fee libel cases in the United Kingdom
through its Bradstock Insurance Brokers
Ltd. subsidiary. The broker, still the sub-
ject of market speculation as a takeover
target, has teamed up with specialist me-
dia law firm Peter Carter-Ruck & Part-

ners, and premiums are expected to be
about 10% of the amount of coverage
purchased. . . .Achim Bauer has been ap-
pointed principal and head of insurance
marketing at Swiss Re New Markets,
part of the Swiss Reinsurance Co. At the
same time, Charlotte Gubler has been

elected principal of Swiss Re New Mar-
kets. Mr. Bauer and Ms. Gubler will be

based at the organization's Zurich,
Switzerland, office. . . .Zurich Financial
Services has announced that Zurich In-

surance Co. (Slovakia) Ltd., based in
Bratislava, has been licensed to write
non-life business in Slovakia. . . .German

reinsurer Munich Reinsurance Co. has set

up a service company in Santiago, Chile.
Munchener Consultora Internacional
SRL will coordinate life reinsurance

business in South America. . . .Mean-

while, Munich Re has said it wants a
global resolution to Holocaust claims
stemming from life and property policies
that survivors say they were not allowed
to claim against after World War II. As a
reinsurer, rather than a direct insurer,
Munich Re is not a target for unresolved
claims, it said in a statement. . . .German
non-life insurer Wurttembergische Ver-
sicherung A.G. is expanding its London
market business with the appointment of
Alan Howell, former managing director
of Eagle Star Re, as j6int managing di-
rector of Wurttembergische U.K. Ltd.,
working with John Solder. Georg Mehl,
chairman of the parent company, said he
saw "early signs of a more rational ap-
proach to pricing" and that conditions
are now right "to enter into a new phase
in the development of our international
business.". . .The People's Insurance
(Group) Co. of China has officially
closed, after approval from China's State
Council. . . .Russian insurance group
Megaruss likely will pay out $15 million
for last week's failed launch of the

Raduga military communications satel-
lite on the Proton rocket. A malfunction

resulted in the engine and parts of the
booster detaching from the Proton, and
the satellite shattered over the Siberian

steppe. . . .French insurer Axa Group is
merging its Axa Al Amane subsidiary
with Compagnie Africaine d'Assurance
to form a new Moroccan property/casu-
alty insurer, Axa-Ona... .U.K.-based
Midland Bank is appealing a court award
of £50,000 ($77,990) for five employees
who developed arm pain when working
as processors for the bank. The bank ar-
gues that the so-called repetitive strain
injuries are psychogenic rather than
physical in nature.

INTERNATIONAL
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Change in law sought
for punishing companies

By CAROLYN ALDRED

LONDON-Prosecuting lawyers and a se-
nior judge are pressing for a change in the law
to make it easier to charge companies with
corporate manslaughter.

The push for a broader definition of corpo-
rate manslaughter follows the failure to
prosecute a railway company after
the Southall train crash in

September 1997, which
killed seven passengers and injured
more than 150.

Old Bailey Justice Scott Baker this
month dismissed charges of corporate
manslaughter against Great Western Trains
Co. Ltd., based in Swindon, Wiltshire. The
prosecution could not prove gross negligence
by one person in a position of responsibility, as
required under existing corporate manslaugh-
ter law, though it was able to prove general

negligence under health and safety legislation.
But the Judge said in his ruling that many

people regard the present law as unsatisfacto-
ry and want it changed to make it easier to

prosecute large corporations for
manslaughter.

Manslaughter convictions would
carry unlimited fines, but experts
say it is the stigma attached to such
charges that would severely harm
the offending companies.

Justice Baker said it is up to Par-
liament, not the courts, to change
the law. He pointed out that the

Law Commission, a government-funded body,
had recommended changing corporate
manslaughter legislation three years ago.

"There is little purpose in the Law Commis-
sion making recommendations if they are al-
lowed to lie for years on a shelf gathering
dust," Justice Baker said.

Syndicates make
moves to exit

underpriced lines
By SARAH GODDARD cate 1224, managed by PXRE

Managing Agency Ltd., started
LONDON-Tough market con- writing a diversified book of acci-

ditions with little prospect of dent and health, excess of loss
change have forced Lloyd's of treaty, and direct and facultative
London syndicate 1224 to stop business. Since the syndicate's in-
writing facultative reinsurance. ception, competing facultative ca-

Peter Butler, underwriter for pacity has increased substantially,
syndicate 1224, said the £10 mil- and large outfits are offering up to
lion ($15.7 million) capacity the $200 million, said Mr. Butler.
syndicate was offering for faculta- "We started off optimistically
tive business and believed

was not enough we could write

to compete through the
with large in-

LLOYD'S market..*. a
surers for the  decent book of

best business. quality busi-
Up until the end of last year, the ness," he said. But market condi-
syndicate was offering capacity of tions have consistently toughened,
£5 million ($8.3 million), but it while competitors have become
boosted capacity at the beginning stronger
of the year in order to remain 4 'I don't believe it is realistic for

competitive us to compete for business of the
Lloyd's agency Janson Green quality we would like to Write"

Ltd. recently has made a similar with the amount of capacity the
decision and has ceased writing syndicate has to offer, Mr. Butler
non-proportional reinsurance said. "We think that, for people
business on syndicate 79. like us, the prospects are very

At the beginning of 1997, syndi- See Lloyd's on ne:rt page

Queen's Counsel Richard Lissack, the prose-
cution lawyer for the state in the Southallliti-
gation, told the Central Criminal Court at the
Old Bailey, London, that criminal law had
failed to keep pace with the changing face of
the corporate world in the last part of the 20th
century.

"If a company is large, with responsibility
for safety assumed by no one and avoided by
everyone, it may conduct its undertaking as
negligently as it wishes, knowing that, unless
the prosecution can prove beyond doubt that a
directing mind of the company personally au-
thorized, procured or directed the specific
wrong, that neither that individual nor the
company can ever be convicted of manslaugh-
ter, with all that a conviction for that offense
conveys," said Mr. Lissack.

A5 a result, the Crown Prosecution Service,
the state legal body responsible for prosecut-

See Charges on next page

E-commerce forum

aims to improve
London market

By EDWIN UNSWORTH

LONDON-Insurance buyers
and brokers are being promised
speedier processing of their Lon-
don market business from a new

e-commerce initiative.

As part of the process, a joint ef-
fort by Lloyd's of London and the
International Underwriting Assn
of London, the work of brokers

and underwriters will be closely
monitored to see how they per-
form against a new set of"ambi-
tious service standards."

The attempt to improve services
to policyholdens by the two lead-
ing bodies in the London insur-
ance market was unveiled last

week when they set up a joint fo-
rum to examine ways to stream-
line processes and make full use of
e-commerce for the benefit of cus-

t6mers, intermediaries and under-
writers.

The forum will examine the

fastest way to deliver claims pay-

ments, issue policies and pay pre-
miums. It also will establish ser-

vice benchmarks in key areas and
then publish statistics comparing
these standards against the per-
formance of brokers, underwriters

and central services such as policy
and claims processing. In addi-
tion, the new forum will: support
new and existing initiatives to im-
prove broker access to the London
market by simpliing procedures,
adopting international processing
standards and sponsoring joint
developments between the IUA's
and Lloyd's processing centers;
and promote the early adoption of
e-commerce and electronic trad-

ing.
Lloyd's and the IUA are each

putting up five leading members
to participate in the forum. These
members will meet monthly.

In a statement, the chairmen of
the two bodies, Tim Carroll of the
IUA and Max Taylor of Lloyd's,
See E-commerce on next page

Work-related stress gets a break
By CAROLYN ALDRED

BIRMINGHAM, England-A
recent U.K. court award for work-

related stress is likely to increase
employers' attention on ways to
minimize the problem in the
workplace, risk management
groups say.

The award, which may repre-
sent the first time a U.K. employer
has accepted liability for work-re-
lated stress, was handed down
July 5 by Birmingham County
Court.

The claimant, a former Bimling-
ham City Council employee, was
awarded 67,000 pounds ($105,860)
for work-related stress, after the

Birmingham City Council accept-
ed its liability for the worker's in-

"The decision was made on the

very particular circumstances of.
this ease. The authority accepts it
was at fault in the way it trained

and equipped (Beverley) Lancast-
er for the job, which led to her
medical condition," according to a
statement from the council.

Ms. Lancaster was transferred

from a technical position to one
dealing with members of the pub-
lic, for which she didn't receive
adequate training.

"This case relates to a restruc-

turing when the council had to re-
duce its staffing levels. The
grievance is based on a series of
actions taken some considerable

time ago. Since that time, the
council has reviewed and revised

its personal and management pro-
./

Birmingham City Council is
self-insured for the award, the
spokeswoman said.

"All local authorities will be

looking at their stress cases very
carefully following the Birming-
ham City Council award. Even be-
fore this case, stress was high on
the agenda of local authorities
throughout the U.K.," said a
spokeswoman from the Assn. of
Local Authority Risk Managers.
"Local authonties treat stress cas-

es very seriously. Their policies to-
wards stress-related illnesses are

constantly under review," she
said.

David Gamble, executive direc-
tor of the Assn. of Insurance &

Risk Managers, agreed that U.K.
employers increasingly are con-

the workplace.
"The last time we did a survey of

AIRMIC members, they identified
stress as the fastest-growing risk,"
he said (BI, April 12).

"Clearly, this case has indicated
that they were right to be con-
cerned. Stress is a significant
problem for us all and is well on
the way to becoming an enormous
problem," said Mr. Gamble.

The Health and Safety Execu-
tive, a U.K. government-funded
agency responsible for monitoring
and enforcing workplace health
and safety, recently issued a con-
sultation paper looking at how
employers could reduce stress in
the workplace. A comment period
on the consultation paper expires
at the end of July, said an HSE



--.

16 /Business Insurance, July 12, 1999

INTERNATIONAL

Charges be brought only where a 'ccrporatton.
through the controlhrig mind of one of
its agents, does an act which fulfills More consolidation in Scandinavia

Continued from preutous page the prerequisites of tie crime of
ing criminal cases, wlll ask the attor- manslaughter," accordmg to the Law By MARIA KIELMAS er in the Nordic region," an SEB *nll be one of the non-hfe alliance's

ney general to refer the pomt of law to Commission In other words, for a spokesrnan said main competitors and that it iS

the Court of Appeal company to be prosecured, gloss neg- COPENHAGEN, Denmark- SEB bought Trygg-Hansa Insur- seeking a partner in the Danish
"We need to get the law clanfied," hgence must be commtted by some- Consohdation ofthe Scandinavian ance Co in 1997 Thebankhas been market

said David Calvert-Smith, director of one m a semor pc,sition Insurance market continues apace seeking a buyer for the non-hfe op- The Pohiola-Skandia-Stote-

pubhc prosecutons In the above series of d_sasters, it with two recent mergers erations since February but riall re- brand non-life alhance unll spread
Such an appeal, however, would was impossible to identify one person Swedish bank Skandinaviska tain the hfe insurance business its operations over four so-called

not be retroactive and thus would not who was a "controllrng mind" of a Enskilda Banken on June 21 an- Codan Finance Director Jen Per centers of excellence Oslo, Norway,
affect the Great Western case, the company that was responsible for an nounced it would sell its non-hfe Jensen said Codan's expanded non- for private chents, Stockholm,
CPS pointed out The CPS chose this incident, even though gross negli- insurance company, Trygg-Hansa life division w111 compete with an Sweden, for small and medium-
form of appeal to avoid delaying the gence may have occurred Forsakring AB,to Damsh Insurer as-yet-unnamed non-life insurance sized companies, Helsinla, Flnland,
pubhc inquiiy, due to start Sept 20, But the Law Commission, m the re- Forsikringsselksabet Codan A S Joint venture created by Sweden's for large industnal clients, and
into the crash In the Umted Kmg- port, saw "no reason why companies for 43 billion Swedish kronor Skandia Insurance Co and Nor- Bergen, a center for the Norwegian
dom, any criminal proceedings must should contmue to be effectively ex- ($506 1 milhon) way's Storebrand A/S in February 011 industry, for marme and energy
be done before a pl«blic inquiry so as empt from the law of manslaughter" As part of the deal, SEB wtll ac- On June 24, three days after the business

not to preludice the cnminal verdict and recommended tha: a corporation qurre Codan's banking division, Co- SEB/Codan deal was unveiled, Fin- Stock market analysts say the

The CPS also has dropped its pros- should be hable to prosecution if "a dan Bank A/S, for 750 milhon Dan- land's Pohlola Insurance Co an- second-laigest Finnish msurer,
ecution of the trarn dnver, Larry Har- management failure" by the corpora- ish kronor ($103 3 million), 49% of nounced its non-life business would Sampo Insurance CO, iS likely to
nsion, on seven charges of man- tion resulted in a person's death and its hfe insurance unit, Codan Lmk, become part of the non-llfe insur- seek an alhance with other Scand-
slaughter because expert reports de- that fa-lure constituted conduct below for 25 milhon Danish kronor ($3 4 ance venture with Skandia and navian msurers as a defensive mea-
termined GWT to be more at fault be- reasonable expectabons million), and 15 8% of the stock m Storebrand The new ownership of sure
cause the train's automatic braking Meanwhile, a hearing wtll be held Copenhagen, Denmark-based bank the entity will now be Skandia "Sampo wanted to buy Trygg-
system failed to activate on July 23 to deternzine the penalty to Amagerbanken A/S held by Codan with 42%, Storebland with 33%, Hansa," said Matthew Wright, m-

In a report published in 1996, the be imposed on GW'I following its for 80 milhon Danish kronor ($11 and Pohlola with 25% Each of the surance analyst at mvestment bank
Law Commission recommended that gtulty plea to an offense related to the milhon) Copenhagen-based Codan partners, though, w111 equally hold Daiwa Europe in London He
there should be a new offense of "cor- crash under the Healsh & Safety at is 72% owned by Bnt_sh insurer one-third of the voting nghts thinks Sampo may now try to link

porate lalling " to replace the offense Work Act 1974, which carnes an un- Royal & SunAlhance PLC The entrance of Pohjola mto the with Codan

of corporate manslaughter The report hmited fine, saic a GWT sgokesman In a joint statement, the compa- partnership gives the non-life ven- A Sampo spokesman was un-

followed the lack of prosecutions London-based Flrst Group PLC, mes said that Stockholm, Sweden- ture a combined 1998 premium vol- available foi comment
brought in the wake of a series of dis- which acquired GWT in March 1998, based SEB would continue to dis- ume of 23 4 bilhon Swedish kronor Mr Wright said he beheves the

asters in 1987 and 1988, including the has ' made prcvision to cover ary tribute Trygg-Hansa's non-lifein- ($275 bilhon), 01 approximately non-lifeventuies arebeing formed
loss of 187 hves in the mnklng of the pena_ty," said she spokesman, who surance products through existing 20% of the Nordic non-life market not so much to achieve growth m
Herald of Free Enterprise ferry, the said he did not know tne amount that distribution channels The state- A Pohiola spokesman said that sector but instead because
Piper Alpha 011 platform disaster, had been set aside ment also said SEB intends to de- greater cooperation with Skandia Scandinavian Insurers wish to shed
which killed 167 people, the King's Meanwhile, compensation claims velop new integrated insui anceand and Storebrand was "self-evident" volatile non-life business and con-
Cross subway fire, which left 31 peo- for crash victims and their relatives financial products for the Swedish as Pohlola and Skandia have stakes centrate on hfe business
ple dead, andthe Clapham rail crash, haveteen settled oraremthe process market in each other's companies as well 10 "I think Skan(ila wanted to free

m which 35 people died of being settled by th€ company's ln- SEB also has entered Into a long- years of close cooperation in the itself from the dead weight of non-
Under existing leglslatton, prosecu- surer, London-based St Paul Intema- term asset management and cus- non-hfe market hfe business," he said, notmg there

tions for corporate manslaughter can tional Co Ltd tody agreement with Codan The Pohiola spokesman ac- iS limited growth potential in the
"We are going to be a major play- knowledged the expanded Codan Scandinavian non-life market

E-commerce 1999 Claims Scheme *o replace the
1994 version The upgraded facilry don-based Lloyd's insurance gIOUp place, he said
allows claims to be handled and set- Lloyd's Amlm PLCHeleft Amlin m Malch The announcement of Mr Keehng's

Contmued*om previous page tled e. ectronically and enables oiga- More recently, Amlin Chief Exeeu- departure comcided with the notiflca-
said "We must continue to strive to nizations outsrde Llovd's to adjust Continued from pretnous page tive Officer Richard Keeling quit the lion of Amlin subsidiary Amlin Un-
reduce costs and meet the changing claims poor' organization at the beginning of this derwriting Ltd by Lloyd's that it
expectations of our customers It 15 the product cf the Claims The agency is retaining class under- month Just days before Amlin's annu- must Increase its capital baclang of
The market lS now more cohesive Handling BLsiness Committee, wnterforfacultative business David al general meeting Finance Director syndicate 2001 by 10% fot the 2000
than ever before, and we have the which is comprised of senior market Klllelay for thenextfew months to or- Charles Phillpps was immediately year of account All underwrrters re-
opportunity to work together to claims dllectors and the semor man- ganize the runoff of the busmess named as Mr Keeling's successor cently filed their business plans for
make London faster, more cost-ef- agement of Lloyd's C-aims Office 1\,# Butler said the synd-cate would This brings the number of Amlin next year with the Lloyd's authonties
fective and user-friendly Better use Lloyd's also has launched a new "much prefer to continue with (facul- board executives down to just three, Followmg a review by its under-
of electronic commerce will make it Web site to augment the services of tative busmess), but we just didn't feel including Deputy Group Chief Exec- writing agents department, Lloyd's
easier to do busmess with the rest of IT Direct, its infolmat-on technology we could justify the commitment go- utive Officer John Stace, a former regulators decide-d the risk-based
the world " procurement service The site, ing forward " deputy chairman of Lloyd's, and capital iatio-the needed ratio of cap-

Meanwhile, starting in July, www it-direct co uk, aims to ma:e Facultative reinsurance represent- Group Director of Risk Management ital to prermum volume based on the
Lloyd's upgraded its claims handling Lloyd's IT services more accessitle ed less than 10% of the syndicate's David Harnes Mr Hames-a long- rlskiness of the business-should be
facilities, introducing the Lloyd's to members of:he marke. Ill book, he said, and"we couldn't see it time colleague of Mr Keehng-was raised Amlin Underwriting deter-

building up to a meaningful propor- voted back onto the Amlin board at mined that this means its total risk-
tion of business without (loosemng) last week's annual general meeting based capital ratio w11 be 46% for the

f

@*;75ervites Dumf-,»2@ our underwnting standards " Amlin is likely to make announce- 2000 year of account

Instead, the syndicate is diversify- ments about the management of the Because of the increased load re-
mg It has recently hired David Armes organization in a few weeks' time, quirement, Amhn has decided to de-
to wnte aUK professional indemni- said Mr Phihpps "We don't want to fet its merger of syndicates 902 and

'1= To place youg ad„sontact frals Amleshi s=« fi ty book of busmess Mr Annes previ- rush We want time toget consen- 1141 mto syndicate 2001, though Am-
ously was the under'wnter for syndi- sus about the key roles and develop- lin hopes to have the loading removedPha'ne: (312) 649-5340 Fa (312) 64967937 cate 820, managed by Murray Law- ing them," as well as ensuring the before syndicate 2001 starts to wnte

' , renee & Partners Ltd, part of Lon- nght management structure is in next year
: 4 44& * 47*:. E-Mail*iamledhi@craid:c

Bill in Russia causes confusion
CPCU® CIC and IIA By MARIA KIELMAS the same bill, the legislators voted to Alexei Stepanov, Moscow-based

candidates Check Ils Out remove the 49% hmit on foreign par- deputy general manager of the East
1 guarES'tee youIlle«150re-m less time with MOSCOW-Russia's upper house ticipation m the share capital of any European Insurance Co, a general in-
The Bum!&;System -oryo,;>.oney back'

Ray Burnham, dpiu,au,ae, Ate. Ali, A.6 Au. Aa: Are of parhament, the Councd of the Fed- Russian Insurer surer that is mainly Russian owned,

19 Evere¢Bt*whbndge, MA1550 mvw.businessinsurance.com eration, has passed an insurance bill The bill also would ban any foreign blames the state-owned insurer In-
Call 1-888tBURNWAM Now! that has confused and frustrated some company from participating in the gosstrakh for the bill's restrictions on

foreign and Russian msurance execu- Russian market unless it has been es- foreign compames "They are the only

Publishing August 2 in
tives, who say it is too restnctive tabllshed in Russia for at least two company which is womed about for-

The legislation stipulates that the years and in its own country for at eign competition," Mr Stepanov said

Business Insunince® total stake held by foreign Investors m least 25 years Foreign compames are Ingosstrakh holds 15% of the market
the entire Russian Insurance sector also banned from sellmg life msur- Mr Stepanov said he thinks most
cannot exceed 15% of the market ance under the new law As a result, if Russian Insurance companies would
share The bill defines ths participa- the bill were enacted, only two foreign welcome foreign companies as lomt
tion figure as 15% of the Russian in- companies, AIG Russia and East- venture partnersBenefits: Managed Care Trends & Issues Z surers' market capitalization Insur- West Alhanz, both based in Moscow, The bill now goes to President Borls

Directory: Prescription Benefit Managers S ance executives point out, however, would be able to operate in the Rus- Yeltsin, who can either sign it or
I nforrnation Resource: Employee Benefits S thatitis virtually impossible to calcu- man insurance market, but both could amend it and pass it back to parha-

late Russian compames' market capi- have their life insurance hcenses re- ment The Duma, the lower house of
Ad Closing: July 21 talizatlon, as most of these companies' voked One foreign insurance execu- parhament, returns in September af-

assets are held in instruments, such as tive who asked not to be named said ter the summer break But Duma
government debt, that have been val- such a restnetton on trade was incom- elections are in December, and insur-

Call Now To Reserve Your Ad Space! ueless smce the financial crash last prehensible at a time when Russia ance executives beheve that any fur-

(312) 649 - 5340 August was negotiating for new loans from ther debate on the legislation may be
Adding to the confusion, as part of the International Monetary Fund postponed again
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Court orders domestic partner benefits

SAN FRANCISCO-A federal judge has ruled that airlines
landing at San Francisco International Airport must begin the
process of providing certain non-health benefits to domestic part-
ners of employees worlcing in San Francisco within 30 days.

U.S. District Court Judge Claudia Wilken had mled last month
in Air D'cnsport Assn. of
America us. City and
County ofsan Fmncisco

I- I. ... . that the airlines must
44*

, **s·' ,. provide benefits, includ-

416*4."=55. h : .1'4.>2' *fif ing bernavement leave,
E-,. mi,vVw N,- ilii,• 18% 53: unpaidfamily medical

1-*dil--9,1.'Qili'WA leave and travel

9, £9- F"  111• perquisites to domestic
1 - ._-_._ -z=--r-= partners as a condition

for operating at San
Francisoo International

San Francisco International Airport Airport In her latest
rulinglastweek, she re-

fused a request by the ATA and other plaintiffs to delay imple-
menation pending an appeal.

The ATA, as well as United Airlines Inc., Federal Express Corp.
and:he Airline Industrial Relations Conference, had filed suit in

1997, challenging San Francisco's 1996 domestic partner ordi-
nance, which requires companies doing business with the city to
provide equal benefits to the spouses and long-term partners of
their employees. The airport is owned by the city of San Francis-
co. Last year, Judge Wilken had ruled San Francisco could not
force the airlines to provide health insurance benefits to dc,mestic
partners, though the law still applies to other businesses that con-
tract with the city (BI, April 20, 1998).

San Francisco's chief assistant city a:torney, Dennis Aftergut,
commented, "Why we're fighting over bereavement leave and oth-
er non-cost benefits is beyond me."

A spokesman for the Washington-based ATA said no decision
has been made on whether to appeal.

Aon executive slain in shooting

CHICAGO-Ricky Byrdsong, vp-community affairs for
Chicago-based Aon Corp., was fatally shot Juh, 2 near his
home in Skokie, Ill.

Mr Byrdsong, who was 43, was coach of the men's basket-
ball team at Northwestern Universizy in Evanstoi Ill., tor four

seasons, beginning in 1993-94.
Mr. Byrdsongwas killed in a shooting

spree that was apparently racially mo-
11 tivated by a gunman who allegedly
3I killed another person in Bloomington,

Ind., and iniured others in Illinois. The

pezz'f suspect later fatally shot himself.
Patrick G. Ryan, chairman and chief

executive officer of Aon, said in a state-
ment: "It is with heartfek sorrow that

we mourn the death of Ricky Byrdsong.
Ricky devoted his life to his family, to

Mr. Byrdsong coaching and to working with disad-
vantaged children. His genius was in

coaching children in the game of life. He was ab.e -0 instill vi-
sion and provide hope to all he touched. While at Aon, he also
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WE'VE INSTITUTED

A NEW POLICY

THAT WILL PROVIDE

SURETY BONDING

ON ONE CONDITION.

YOURS.

ACSTAR has developed a reputation for witing difficult suty.

But difficult bonds don't always mean high collatpral. Now we

can write a bond to your needs - with Dr without collateral.

So, whether you need coverage for a starda-d ordifficul, case,

find out why we want to become your "00-10" company. Give

us a call at 860-224-2000 to set something Lp - on your terms.

• BONDING * RATED EXCELLENT BY A.M. BEST

* TREASURY L]STED * LICENSED NATIONWIDE

energized hundreds of employees to actively participate in
community affairs."

Residents sue Kaiser plant over fumes

GRA-MERCY, La.-Kaiser Aluminum & Chemical Corp. could
face thousands of claims from residents who live near a Louisiana

plant that was heavily damaged by an explosion last week.
The cause of the blast, which injured 21 and destroyed nearly a

quarter of the plant in Gramercy was still undetermined late last
week. Shortly after the explosion, the first lawsuit was filed on be-
half of a group of area residents who claimed injuries from toxic
fumes released in the accident.

Gov. Mike Foster declared a state of emergency in St. James
Parish, where the plant is located. Parish officials are handling
thousands of complaints that include accounts of medical prob-
lems and property damage.

The explosion was triggered in an area with equipment that
converts dry bauxite into liquid form. The substance is used in the
manufacturing of alumina, a component of aluminum.

Estimates of losses from property damage and business inter-
ruption were unavailable late last week. "We know it will be a lot
of money" in property damage, said John Jennings, Kaiser's con-
troller.

He said insurers in the United States and Europe write proper-
ty and business interruption insurance for the plant. While he
could not provide limits, Mr. Jennings referred to comments by a
Kaiser executive who said, "We are adequately covered."

City of Hope honors Marsh's Healey

CHICAGO-Marsh Inc. executive Quill 0. Healey is the recipi-
ent of she 1999 City of Hope Insurance Industry Council's "Spirit

of Life" Award.

1 Mr. Healey, chairman of the Americas
for Marsh, will receive his award at a ben-
efit on Oct. 28 in Chicago.

The City of Hope is a treatment and re-
search facility for cancer and other dis-
eases in Duarte, Calif. The Insurance In-

Hope activities for more than 20 years
dustry Council has sponsored City of

and for the past six years has directed its
donations to the City of Hope's breast
cancer research and treatment programs.

Mr. Healey Since 1993, the insurance industry has
raised nearly $4 milhon to aid the facili-

ty's efforts. For more information on the award dinner, visit
www.cityofhope.org.

W.R. Grace to settle SEC charges

WASHINGTON-W.R. Grace & Co. has agreed to settle Secu-
ities and Exchange Commission charges that it falsified the eam-
Ings of its health care operations between 1991 and 1995.

Without admitting or denying the charges, Boca Raton, Fla.-
based Grace agreed to pay $1 million into an education fund re-
lated to generally accepted accounting principles and agreed not
to violate securities laws in the future.

The SEC had alleged that senior officials of Grace, a packaging
and specialty chemicals company, and its Waltham, Mass.-based
I·Tational Medical Care Inc. unit intentionally altered NMC's re-

A
 WHEN NO ONIE .... CANDI.
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sults to meet Grace earnings projections. NMC, one of the nation's
largest kidney dialysis providers and Grace's main health care
unit, created "excess reserves" of up to $63 million that Grace
fraudulently used to alter its health care group's earnings, accord-
ing to the SEC.

For example, while Grace's annual health care net income
growth varied from an 8% decline to a 61% increase between 1991
and 1995, the company manipulated the NMC excess reserves-
which had no purpose other than "profit planning"-to report rel-
atively smooth growth rates ranging between 23% and 37% an-
nually, the SEC charged.

The SEC also alleged that two partners of Price Waterhouse
L.L.P., now PricewaterhouseCoopers L.L.P., knew of the misstate-
ments but nevertheless provided clean audit opinions on Grace's
consolidated financial statements. Without admitting or denying
the charges, the two accountants, Eugene F. Gaughan and Thomas
J. Scanlon, agreed not to violate securities laws in the future.

Zurich's lordanou awarded medal

NEW YORK-Zurich U.S. Chief Executive Officer Con-

stantine Iordanou recently was awarded one of 140 Ellis Is-
land Medals of Honor, awarded annu-
ally to ethnic Americans who have

n of Organizations.
distinguished themselves" as U.S.

citizens by the National Ethnic Coali-

Mr. Iordanou, who arrived in the

7 United States from Cyprus as a young
/'  .A adult, began his insurance career in
.-

-  1977 as a management trainee with

 American International Group Inc.New York-based NECO is an um-

brella organization for 275 ethnic or-
.VIr. lordanou

ganizations. Its mission is to promote
cultural understanding and harmony,

to encourage the preservation of diversity and to fight against
hatred and bigotry.

Other winners of the Medal of Honor distinction have been

U.S. presidents, athletes, and religious and business leaders.

Comings & Goings: Industry

Boston-based Liberty Mutual Insurance Co. has named
Gary Gregg to head its commercial insurance business unit.
Also at Liberty Mutual, Edward Troy recently left the compa-
ny to pursue other business interests, according to a company
spokesman. Mr. Troy was executive vp/manager, national
market. . . .George P. Reeth Jr., president of Willis Faber
North America of New York, has also been appointed chief
executive officer. Mr. Reeth succeeds Peter T. Pruitt, who will

continue as chairman until his retirement, which is scheduled
for December 2000. .Hamilton, Bermuda-based XL Capital
Ltd. has named Paul S. Giordano executive vp. Mr. Giordano
also will continue to serve as general counsel and secretary.
.Accordant Health Services Inc. of Greensboro, N.C., has
named Dr. Richard Hodach medical director. He previously
was associate director of Regional Parkinson Center in Mil-
waukee. .Chicago-based Unitrin Inc. has named James W.
Burkett senior vp. Mr. Burkett also serves as president of the
Unitrin Property and Casualty Group and is chairman of all
the group's property/casualty companies. lai
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Privacy approach could generate 111 wlll, he while they are m transmission, mstead how investigators collect information treat them as confidential"
noted As a result, searches should be examrnmg them before or after they and whether the employer receives m- With only narrow exceptions, em-
conducted only when there is reason- are sent formation unrelated to the purpose of ployees' authorization should be re-

Contmued *om page 3 able suspicion to warrant them Employers' nghts are less clear with the search Reporting of employee quired before disclosing information
premises, in work areas, desks, lock- With regard to searching employ- regard to voice mall than e-mall, Mr medical mformation, for example, from personnel flles Employers also
ers and motor vehicles, and computer ees' voice mail or e-mai Mr Segal Segal cautioned In both cases, those could lead to claims, he said should consult the employee before
documents, e-mall and voicemail, Mr said, "Youheara lot about, 'Can you nghts become less clear if the sender "It's in your self-mterest as an em- responding to a subpoena request for
Segal recommended search e-mall, can you search voice of the message in question is a non- ployer not to know prwate facts about personnel file information, he sald

"The first key point is to have the mallY The answer is generally'yes " employee who has not received the employees," he said As regards such off-duty employee
pohey That's the easier part," he said Employers should ensure their employer's search pohcy One way an employer can protect behavior as supervisor/subordinate
"The second key part is how do you workplace pollcies specifically ad- Employers must balance the legal itself is by providing an "engagement dating, Mr Segal noted that such sit-
Implement it?" dress voice mall and e-mall, Mr Segal ilsks agamst the business need for the letter" to investigators that sets out uations raise potential sexual harass-

In searching an employee or his or advised Employers also should make mformatton bemg sought, he said the means for acqulrtng Information ment claims "every way you turn "
her belongrngs or work area, Mr Se- sure there is a legthmate busmess pur- Mr Segal noted that there are no and hmits the mformation the inves- He noted that the employer's goal in
gal cautioned, "Unless you have as a pose for such momtonng federal statutory restrictions on video tigator can provide the employer deahng with such activibes should be
career goal becoming a defendant, Employers' actions in monitoring surveillance of employees, as long as Mr Segal noted that employee per- to regulate reporting relationships in
don't touch the person " voice mail and e-mall are restricted by there is no audio component Survell- sonnel files are not confidential by the workplace, not datmg, and those

A person of the same sex as the em- the federal Electronic Commumea- lance rn prlvate areas, such as em- law in most states, and he encouraged pollces should focus on the impact of
ployee belng searched should witness tions Prwacy Act as well as apphcable ployee locker rooms, however, could employers not to create an expecta- such behavior on the workplace and
the process, as should a umon steward state wiretapping laws, Mr Segal raise common law, employee relations tion of pnvacy confhct-of-Interest issues it can raise

if the employee is a member of a bar- said Because the ECPA distinguishes or pubhc relations issues, he noted "I would recommend that you don't Such pohcies should be apphed
gaining unlt between messages m transit and those Employers that engage undercover say thmgs hke, 'Your files are conh- consistently, avoiding distinctions

While an employer pollcy could re- m storage, employers can reduce their Investigators in employee survellance dential ' " he said "Because they're based on employees' marital status, he
serve rights to random searches, this risk by never examining messages could face privacy 1SSUeS related to not That doesn't mean you shouldn't added
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Trends prompting changes in benefit plan designs
By RODD ZOLKOS the annual conference of the Society • What happens after an employee employees who earn more than main with their compames later in

for Human Resource Management, leaves a company? $40,000 a year pay 2% of their earn- bfe Such changes may necessitate
ATLANTA-While years of rela- held late last month m Atlanta On the issue of who pays, Mr ings the redemgn of retirement programs

tively low benefit costs have lulled And such redesigns are Kushner suggested that pass- "For a lot of us, our plans are fund- and long-term disabihty plans to ac-
many employers into complacency warranted both by the m- ing added costs on to employ- ed the way they have been for the commodate Social Security's in-
with regard to benefit plan design, creasing cost of some benefit ees is creatmg unintended past 15 to 20 years, and we don't tend creased "normal retrrement age" and
that trend is beginning to change plan components and by Lit) consequences to make changes," Mr Kushner said resulbng longer work hfe

Jokmg that employers someday changes over the years in an "We're seeing employees "The world has changed," he said, Coupled with changes in Medicare,
might recall 1999 as "the era of low- employer's business and in -1. -1.-  making 'groceries or health and if a company has grown, merged the longer work hfe also wlll mean
cost health care," consultant Gary B the nature of its workforce care' decisions," he said or otherwise changed, ltS cash flow employers unll be the pnmary
Kushner, president of Kushner & Co 'fYou should be able to go

h<}(IFT Foll "And I don't think that was probably has also changed, prompt- providers of workers' health-care
Inc in Kalamazoo, Mich, said, through your entire benefit part of our HR strategy " ing a need to examine how benefits coverage later mto employees' hves
"We're seemg employers begmmng to plan strategy and show align- 11 t' \1  \

Such scenarios often are are funded Regardmg retiree health benefits,
get involved in what I would call 'the ment with your HR reward Rk»01 "/ K dnven by third-party adrmn- Another signlflcant factor m bene- Mr Kushner said human resource
value purchasing of health care "' strategies and your overall M i; 1(.1· 116.1 r istrators who warn of higher ht plan design is the impact of legis- managers should discuss the purpose

That value purchasmg Involves at- busmess strategy goals," Mr costs and chief financial offi- lation "You can't talk about benefits and ments of such programs with
tempts to combme high quallty with Kushner said An employer should be cers who say their compames won't without talking about Washington, their companies' CFOs "If people are
reasonable cost, and it sees employers able to show how each benefit fits pay those extra costs and that such DC, and the states," he said lust going to stay with your company
formmg their health care networks mto the overall employee reward costs should be passed on to employ- Among the most significant legisla- for three to flve years, I'm not sure
based on which practitioners get the strategy, he said ees, he said tive and regulatory trends lS the you need retiree health benefits"
best results at a reasonable cost, Mr Among the questions employers Suggesting a possible alternative "anti-managed care backlash," he In terms of benefit plan adminis-
Kushner said should consider are model, Mr Kushner asked, "What said, noting that, together, Democrats tration, "We're seeing a significant

And, for some employers, the re- • Why lS the benefit plan struc- would happen if you begm to go to and Repubhcans introduced 68 dif- trend toward outsourcing," Mr
englneenng goes beyond the health tured the way it is? some sort of a means-tested basis?" ferent bills in Congress last year re- Kushner said He cautioned the audl-
portion of their benefit programs, he • Why tie benefits to employee re- Whle conceding that such an ap- lated to managed care and that there ence, however .Do not outsource be-

said tention in an era when people stay proach won't work for everyone, he lS substantial activity on the state lev- cause everyone else is doing it If out-
"We're seemg employers begmning with the same employer, on average, said he knows of at least one Fortune el as well souremg is a strategically appropnate

to go back and reinvent the design of only three to five years? 500 company that has adopted a plan And changes to Social Security, (option) for you, absolutely "
their benefit plan," said Mr Kushner • Who pays for the benefits and under which employees who earn less such as higher retirement ages, may "In all cases, keep the strategic por-
durmg a presentation on current and how much do they pay? than $40,000 annually pay 1% of have numerous effects on existing tion of this in house," he said "Don't
future trends m employee benehts at • How are the plans funded? their earnings for health care, while plans, mcludmg employees who re- outsource the strategic funchon " Eli

Tiptoeing through HR legal minefields SHRM
By RODD ZOLKOS One area of the enforcement guid- In general, when employers address He encouraged employers to have a

ance he questions is theguidelineson ADA accommodation, "oneofthekey "user friendly" sexual harassment meeting
ATLANTA-The Americans with leave and leave pohcies Among other issues I thmk you have to focus on in pollcy and suggested such pollcies de-

Disabilities Act, employee retaliation things, the EEOC's guidance suggests thisareais the issue of reasonable ac- fine "harassment" so that the prohib-
claims and sexual harassment claims that moddying workplace pohcies, commodation rather than the ited behavior doesn't need to

attracts
all present legal "minefields" through mcluding leave policies, is a form of issue of undue hardship," he have a sexual aspect but can
which employers must navigate reasonable accommodation said T- -1--1 involve simply hostillty 9,000

John F Wymer III, an attorney This ddfers, however, from courts' The second major "land- 1_-_1_ Employees also should
with Powell, Goldstem, Frazer & analysis "Being at work (is) a fadly mine" Mr Wymer said he sees have various means of mak-

Murphy LLP m Atlanta, said part of essential concept," he said "It's pret- is employee suits charging _1 -1-  Ing complaints "You want to ATLANTA-The Society
the difficulty in traversmg the ADA ty hard to funchon, it's pretty hard to thew employer retallated give people as many options for Human Resource Man-

mineheld is difermg mterpretations be accommodated, lf you're not against them because of their 0() 4 11- T  F (:1{ as you can under reasonable agement's 51st Annual Con-
of the law by courts and the Equal there" opposition to discrimination circumstances," he said ference and Exposition
Employment Opportunlty Commts- Contrary to the EEOC's guidance agamst themselves or others,

HI 1 , ;
Employers should tram drew 9,000 paid registrants

mon "most of the courts that have ruled or. or their mvolvement ina cov- 1< p .{,1 12< # new hires on their harass- to Atlanta June 27-30

Recent guidance the EEOC provid- this say if you can't work, you're not ered proceedmg, such as testi- „„ „ F „F NT ment pollcy and conduct pe- Among those attending
ed to employers on reasonable accom- qualited," Mr Wymer said fylngmahearmg nodle training on harass- the conference were some

modation and undue hardship under Another area he questioned m- "For the past four or five years, the ment issues, including how to investi- 125 international SHRM

the ADA "m many cases is helpful volved reassignment as a reasonable number of retallation claims has in- gate claims members from 30 different

and, m my opinion, is nght on," he accommodation, which the EEOC creased 20% to 25% per year," he When an Incident is alleged, the countries

said late last month at the annual says an employer must do even if it said And, he noted, a worker needn't employer should document all as- Next year's Society for
conference of the Society for Human does not let other employees switch prove the underlying claim to win pects of its Investigation "From a Human Resource Manage-
Resource Management m Atlanta positions And, the EEOC says, that More incumbent employees now Jury's standpomt, if you didn't docu- ment's 52nd Annual Confer-

In other cases, however, that guid- obllgation is not limited to vacancies are brmgmg retallation sults "You ment everything you did, you didn't ence & Exposition will be
ance is not helpful and sometimes is within an employee's office, branch, have to be very, very careful about do anythmg," Mr Wymer said held June 25-28 in Las Ve-

contrary to prior rulings, he said agency, department, facility, person- how you deal with the mcumbent em- The employer also should have a gas
Word choice is important," he nel system or geographical area ployee who has some kmd of claim or follow-up system to determme For additional 1nforma-

said, notmg courts have looked more "What I read this to say is that, un- made some kind of charge agamst whether the harassment ended tion on future conferences

at whether an accommodation of- less it's an undue hardship, you have you, because the ante from that pomt "What better way to determme or upcoming SHRM semi-
fered to an ADA-protected employee to canvass the entire workforce," he on goes up dramatically" with regard whether the action you took was ef- nars, contact the SHRM
is "reasonable" than whether it poses said "Do I think this is the law? No to retallation claims, he said fective than to go back to the victim Customer Service Depart-
an "undue hardship" on the employ- Do I thmk the EEOC unll be upheld A tlurd mineheld facmg employers and say, 'What's going on?"' Mr ment at 800-283-SHRM or

er on this?No" is sexual harassment claims, he said Wymer said 703-548-3440, by fax at 703-
535-6490, or by e-mail at
custsve@shrm org

Campus behavior that the member groups plete by the beginning of the ing on campuses Officials at
will promote within fraternities 1999-2000 school year, and Mr many universities also have been
Fraternities will continue to buy Vauclain expects that the rules trying to reduce alcohol abuse on

Continued from page 3 their insurance individually, how- will be similar to the FIPG stan- their campuses for years
universities, Mr Vauclam said ever dards but will be enforced more Previously, for the most part, ADVERTISE R

A similar effort to address loss- "Our immediate goals are to get strictly by fraternity organiza- individual fraternities have deter-
es was mounted in 1985, when the guidelines and standards com- tions and campus authorities mined their own rules of conduct

several national fraternities municated and to get fraternities FIPG standards include the fol- But CAAPP will bring the more
formed the Fraternity Insurance lowing restrictions A fraternity than 67 fraternities that are mem-

INDEX
Purchasing Group Inc in response must comply with applicable laws bers of the National Interfraterni-
to the liability coverage crisis at gBehavior modification about the sale of alc ohol during ty Conference to an agreement on Issue of July 12
that time events that could be associated minimum behavior standards

Although FIPG still retains its iS one Of the hardest with the fraternity If individuals Ms Demchak did acknowledge ADVERT[SER PAGE #

name in acronym, its aim has things to effect in all of are going to drink at a function, that waiting until college to intro- ACSTAR Insurance Co 17

changed Since the mid-1980s, the the chapter itself cannot sell the duce students to the CAAPP pro- AIG Corporate 24organization has developed into a us,' says Marsh Inc.'s alcohol Instead, a third-party gram makes it less effective For
risk management consortium in D. Jean Demchak. vendor must be brought in or the program to significantly re-

Av Med 20

which members agree to abide by guests must bring their own alco- duce losses due to alcohol con- Brown & Brown, Inc 17

and enforce a risk management hol sumption, she believes lt has to Burnham Systems 16
policy at their chapters nation- Fraternities also can neither reach students in high school

Guy Carpenter & Co, Inc 6wide working with URMIA and buy alcohol with their own money i'm hoping that, within a year,
Liability insurance still can be NACUBO," Mr Vauclain said nor coordinate the purchase of al- we will have developed programs GCU 11,12-13,14

difficult for fraternities to obtain, CAAPP is also designing an ac- cohol Kegs, cases of beer and par- that will be appropriate for high GAB Robins 9

according to Dave L Westol, di- countability program, though its ties without guest lists that in- schools," she said
rector of policy interpretation for guidelines are still being devel- volve non-members are prohibit- While she lS enthusiastic about

Merck-Medco 4

FIPG Inc in Indianapolis In oped In extreme cases, Mr Holin- ed Buying alcohol for and serving CAAPP and the programs it plans The Willis Group 7

1998, the average cost of coverage ski said, a national fraternity or selling alcohol to minors is also to implement, Ms Demchak not- Wausau Insurance Company 5

per fraternity member was $100, might shut down a chapter house prohibited ed, "Behavior modification is one
World Captive Forum 10he said for a few years Fraternities are not alone, how- of the hardest things to effect in

CAAPP will draft standards of The guidelines should be com- ever, in working to reduce drink- all of us " ial
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According to the most recent Newsweek and U S News & World Report polls, AvMed is Florida's highest rated health plan

And now that we're affiliated with Kaiser Permanente, we can offeryour employees m Florida the same level of service and care you've

come to expect everywhere else To find out how Av*'led can increase productivity around your office, call 1-800-432-6676 ext 27321
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Commentary
Diversity In a case where an employer, rather that approach diversity because they

than merely a supervisor, is being are afraid of lawsuits and there are

Attention, passengers: sued, he said, a diversity program companies that are implementing di-
Cont:nued from page 1

ily in deciding both the liability and sults of the program that provide you they see it as an opportumty"

Expect flight delays damages phases of employee discrim- with a viable defense," he said, notmg From strengthenmg product devel-

femng to a tno of U S Supreme a company to recruit a more-diverse message, companies that embrace di-
Court decisions

As an all-too-frequent flyer, I more than appreciate all the safe- In its guidance document, the ing some vicanous liability claims from these programs, she saidty rules observed by airlines. But, in addition to this commitment EEOC expands on two 1998 rulings-- The mere presence of a diversity Ms Rogers recommends that diver-to passenger safety, I wish they'd also display a httle more con-
cernforthe comfort and schedules of their customers ty B Elterth and Beth Ann Faragher much to a court, he said annually, if not more frequently She

We expect flight delays, especially those of us who fly m and vs the City OfBoca Raton-m which This was the case with a recent suit also encourages the use of humor to
out of the highly congested Chicago-0'Hare International Ar- the high court set forth both the stan- agamst Amtrak, which the rail com- make discussion less combative
port If it's not air traffic control problems, it's usually the weath- dard of vicanous hability and an af- pany agreed to settle earher this LeBoeuf Lamb's Ms Petrini, who

er holdmg up departures and amvals Indeed, that's why pnots flrmative defense that companies can month for $8 milhon The swt, which also has conducted diversity trammg
use to minimize their hability for sex- sought class-action status, was filed in programs, said it is important for ancrow about an on-time arnval on the rare occamon that they pull
ual harassment of employees by su- August 1998 in the U S Distnct Court employer to tallor its diversity pro-up to the gate as scheduled
pervisors The EEOC's new guidehnes for the District of Columbia, it alleged gram to meet the needs and the demo-But tlus spnng and summer, I have had abnormally bad luck also apply to vicarious hability for that Amtrak discriminated against graphics of its workforcegettmg m and out of O'Hare other forms of harassment or discnm- Afncan-Amencan employees Carol Tait, a consultant with Wat-

In each of the delays or canceled ights, the pilot asserted that ination, such as actions stemming Amtrak appointed a director of di- son Wyatt Worldwide in Washington,
the airhne was concerned for not only our safety but also our from racial, gender or age bias versity one year pnor to settlmg the said diversity programs have changed
comfort and schedule But, while the pilot professed to care, we The high court ruled last month in suit A diversity department, with a smce the time when compames first

Carole Kolstad us the Amencan Den- vp that reports directly to the compa- started to implement themshll didn't get where we were supposed to be on time. Ill share
tat Assn that a plaintiff need not ny president was created m Apnl, said "A lot of diversity programs m the]ust three mcidents of many.
prove "egregious" employer conduct a spokesman for National Railroad late 1970s and 1980s were initiated asOne evening m May I sat on the runway m Detroit for seven
to receive pumtive damages for em- Passenger Corp, which operates as 'it's the right thlng to do,' " but morehours waiting for thunderstorms to pass through and clearance to ployment discnmination A malonty Amtrak, m Washington companies are now realizing it also isbe given to proceed to thunder-struck Chicago The clearance of the court also ruled m Kolstad, The new department wdl conduct a smart busmess move, she saidfrom Chicago never came and, neanng midmght in Detroit, the however, that an employer is not vi- seminars and workshops on diversity, In McDonald's Corp 's Hartford,flight was canceled. The captain apologized profusely, because he canously hable if a manager's dis- and attendance wlll be mandatory for Conn, region, employees have access

had been assuring us howly that we would get off the ground crlmmatory decisions "are contrary" all 25,000 Amtrak employees The de- to McGenerations, a resource and re-
I might have spent the night in the Detroit aiiport, because all to the employer's good-faith efforts to partment wlll also review and revise ferral service that caters to the diver-

· the nearby hotels were Eled with passen- avoid discnmination the company's apphcation, interview- sity of its employees Addressing the
gers whose flights were canceled earher But Diversity training programs "wlll Ing andhinng practices needs of a diverse workforce, such as

absolutely bode as favorable evidence Followmg court approval of the set- chld care, can affect the duration ofthemgenuity ofa colleague who happened
m any court case" m which an em- tlement, complaint procedures and an employment for some crew members,to be on the same flight saved the day-or ployer seeks to avoid vicarious habili- appeal board for review of disci- said Robin Gohghtly, human re-should I say night. He walked up to a car ty for bias, said Marla Petrini, of plinary actions wall be estabhshed sources manager for the reglonservice desk m the aixport and asked, "Any- counsel and head of the national labor Amtrak w11 also commission a com- Because of their socioeconomic

one want to drwe to Chicago?" Fortunately, and employment group practice in the pensation review to identify and cor- level, they have a ton of issues on the
a young man who had never been to Chica- Jacksonvine, Fla, office of LeBoeuf, met any discrepancies in pay thatmay personal front," she said of the com-
go said "sure" and I cat napped m a car untll Lamb, Greene & MacRae LLP have been racially motlvated pany's restaurant crew workers
4 45 a.m Chicago time when I was flnally "Now, there wlll be even greater "Most importantly, that depart- our industry, it'S difficult to attract

emphasis on training programs that ment w111 make sure there isn't even quallty people and keep them "home. It wasn't that expenmve and sure beat
mttlng m the airport all night. do not specifically focus on sexual ha- the perception of mequallty at Am- In a squeezed labor market, ad-

I certainly didn't want the pilot to fly into rassment but w111 broaden to the en- trak in its hinng and administrative dressmg how a company deals with
tire panoply of Title VII discrimina- operations," said the spokesman "It diversity is increasingly critical, saida thunderstorm that mght, a point that was tion and also disability and age," said w11 ensure that company pohcy as it Ms Taitnot lost on me when, shortly after this tnp, passengers were lolled Ms Petrini, referring to Title VII of relates to anti-discnmmatory policies "Organizations are looking at it as aand Injured In a crash landmg dunng bad weather in Little Rock, the Civil Rights Act of 1964, which are earned out thoroughly and accu- three-legged stool," she said "You're

Ark. But I question why the captain of my Detroit-to-Chtcago governs employment discnmination rately throughout the company " looking at representation on the
Bght kept telbng us we would eventually hft off, only to kick us "Absent a tangible employment ac- But employers need to be aware board, you're still looking at the em-
off the plane Who was giving him bad infomiatlon? Shouldn't he tion, such as firing or falling to pro- that an improperly designed diversity ployee group, and also at your supph-
or someone at the airlme have canceled the Bghtsooner? mote, an employer can avoid hability program can create new hazards, said ers It's a constant vigllance, contmu-

In June, a Bght crew was late for a flight to Los Angeles from completely by estabhshing that it ex- Mr Goldman ally hstening to employees and the
ercised reasonable care to prevent or There is a potential for an employee customer populationChicago By the time they amved and I was allowed to board,
promptly correct any harassing be- or job candidate to bnng a reverse- At Monsanto Co, a St Louis-basedthunderstorms ht Chicago and we were delayed two and half
havior and that the plaintiff failed to dlscrunination case, and that could conglomerate, the need for diversity ishours, Just enough to miss an international connection m Los An- take advantage of those preventative subject a diversity program and hinng mtegrated into its employee benefits,geles Rerouted to Sydney, I landed m Auckland, New Zealand, or conective opportunities," she said pollcies to scrutiny for any imphca- compensation, professional develop-

at 2 p m., eight hours after the scheduled 6 a.m. I regretted losmg But other attorneys warned em- tions that could support a reverse bias ment and work/life programs, said
those hours m New Zealand more than the extra flying time ployers against relymg on the mere claim, Mr Goldman said Careful Susan Ryan, director of diversity

Once agam, you may say, better to be on the ground worrying existence of a diversity training pro- wordrng that doesn't imply the use of In fact, 50% of cash mcentives paid
about how to get up than the alternative But the departure mlght gram to shield them from liability for quotas is essential for diversity pro- to every "people manager" is factored,
have missed the thunderstorms if not been for a tardy crew Improper employment practices grams to avoid such suits, he said m part, on a diversity measure of his

And last weekend, my Right to Washmgton from Chicago was "To the extent that you have good "It's equally unlawful to say, 'We or her department, she said
pohcies and procedures m place so prefer to hire mmontles, or any other Ms Rogers applauds such an ap-delayed in perfectly good weather because the "No Smolang
thatpeople haveasafety valvetohave protected class,' " Mr Goldman said proach "Whendiversityprograms aremgns were not working from row 13 aft m the anplane We were small disputes resolved beforetheyes- "There'snothing wrong with settmg a tied to pay and performance, you tru-all set to pull away from the gate when the malfunctiomng signs calate mto 111:lgatlon, these procedures goal to create a diverse workplace, but ly see a company that's putting powerwere spotted Everyone 1mows therels no smolang on an alr- help reduce your exposure m court if you get into quota selection, you're behmd diversity," she said

plane, so what's so dangerous about flying without the signs lit but don't msulate you from lawsuits," going to have problems " Some of Monsanto's diversity Inl-
up? Posed with that questton, an mdignant Bght attendant lee- said Dona Kahn, of counsel with An- In addition to potentially reducing tiatives are corporatewide, but others,
tured that the malfunctioning sign could mdicate other electncal derson Kll & Olick m New York habihty, greater workforce diversity such as a program m a Luling, La,
problems, endangenng everyone's safety The mechames came Elliot Goldman, a partner with can glve compames a competitive manufactunng plant, are localized
on, worked awhile, and then we had to leave the plane while they Wildman, Hanrold, Allen & Dixon in edge, said Mary-Ellen Rogers, CEO The Louisiana plant has its own di-
worked some more Fmally, two houns later, it was decided to just Chicago, said he's never seen the mere for Family Care & Workforce Diver- versity team and estabhshed a wom-

eastence of a diversity program "car- sity Consultants in Wethersfield, en's mentormg network, Ms Ryandisconnect all the "No Smolang" signs and let us back on board ry the day" Conn "I thmk there are companies said ImWe departed two-and-half hours late And no one lit a cigarette
Why couldn't someone at the airline have decided to disconnect

all those signs m about 15 mmutes mstead of two hours?
Don't get me wrong I don't want any airline or pilot to com- Y2K indicators of potential workplace vio- into what he termed a "maelstrom" of

lence among employees and to inter- terrorism made worse by terronsts'
promise passenger safety to be on time But I do wish there was vene as early as possible, said Mr .

fascination of starting a new centu-
Continued from page 2 Stubblefield ry" with a senes of outragesbetter communication among pilots, ground operabons and air
chief operabng officer and managing Employers should have ensis man- Thomas Ondeck, the consultant'strafhc control, so when there is bad weather, crew delays or
director of crisis management agement plans in place to deal with managing director-marketing andequipment failures, passengers are fully mformed and given op-

Three factors--social, organization- potential problems, he said strategic planning, warned his audi-tlons other than sitting for hours on a runway I wish that airlines
al and personal-help engender Retired Adm Wilham Crowe, for- ence not to rely on the recently passedalso were committed to looking after the comfort of their passen- workplace violence, he said The so- mer chairman of the Joint chiefs of federal Y2K Act to provide much ingers and trymg more to help them reach their destmation as cial factor involves such elements as a staff, former ambassador to the Umt- the way of legal protection for corpo-

planned, even if it means puttmg them on another airhne, which general culture of violence, while the ed Kmgdom and currently a semor rattons (BI, July 5)
used to happen a lot more frequently than it does now organizational factor revolves around adviser at GlobalOptions, stressed the "In reahty, it does very httle to pro-

My advice to anyone who sees me boarding their flight Re- such matters as workers havmg to international terronsm exposure ag- tect agamst legalhability" because it
book on another flight, mine surely wtll be delayed or canceled cope with downsmng and the accom- gravated by the year 2000 doesn't apply to personal injury cases

panying increase in workloads that Now that the Umted States is the and places no hmits on compensatory
downsizing causes The personal fae- sole superpower, terrorists "are con- damages, he said Instead, employersPubasher and Ed:tonal D:rector Kath,yn J McIntyre's com-

mentam appears fortnightly She can be reached at kmantr® tor involves such traits as alcohol and stantly seeking opportumties to hurt must form Y2K task forces charged
drug abuse, he said Amencan interests and citizens," he with implementing a plan to mitigatecram com

As the millennium approaches, em- said There is a "distmet possibillty" potential losses from the computer
rc,Irn An,-1,-,r --61-v 1- - A
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Motorola careers with Motorola understand benefit formula Under Updates
The traditional plan was demgned the plan, an employee is credited with

in an era when there was a much a percentage each year, uith that per- Tobacco companies lose suitContinued from page 1 greater expectation that the average centage based on years of service For
ments often prompt complamts from employee would spend most, if not all, example, each year of service for the Continued hom page 2
older employees, who say changing of his or her career at the company first five years of employment receives Richard Daynard, a law professor at Northeastern University m Boston
plans can cause them to lose out on But m today's environment of in- a 4% credit, while the annual credit and chairman of the Tobacco Products Liability Project, said the decerti-
benefits, such asearly retirementsub- creased job mobility, a pension plan for between five and 10 years of ser- fication argument already has been heard and failed m the case "They're
sidles, for which they were neanng el- under which benefit values begin to vice is 5%, and a 6% annual credit is gomg to appeal I'm not sure they can move to decertafy any more, that is-
1glblilty bold only after many years of service provided for 10 to 15 years of sennce sue may be lost in Flonda "

By contrast, all Motorola employees is not very appealing tomany employ- A 7% annual credit iS provided for Mr Daynard said the case is important because there are legal doc-
who began employment pnor to July ees, Motorola executives say more than 15 years of service trmes that could block the tobacco companies from usmg m other states
1, 1999, TAnll have the choice to either "In the high-tech Industry, individ- To determine an employee's benefit, the arguments that failed m the Engle case
enroll in the PEP or remain m the cur- uals are so marketable, they are not the credits would be added up and Both sides m the case were barred by order of Clrcult Judge Robert
rent traditional plan The new plan, hkely to stay with one company for multiphed by his or her final average Kaye from commenting on the jury verdict
which goes mto effect July 1,2000, theirentirecareer," said Shella Fors- pay The result would be the employ- Meanwhile, a state court jury in Baton Rouge, La,on Fnday ruled
w111 cover employees who begrnon or berg, Motorola's director of global ee's lump-sum beneht An employee against the family of deceased smoker Robert C Gilboy Their lawswt
alter 3uly 1,1999 benefits strategy With employees wall have the option of converting the charged that his death from emphysema was the result of negligent man-

In addition, when companies likely to move on after a few years, lump sum Into an annuity ufacture and distnbution of cigarettes by R J Reynolds Tobacco Co and
change the design of their pension they are more Interested m plans with Because the PEP benefit formula is Brown & Wlillarnson Tobacco Co

plans, they often give employees short faster benefit accruals, she said easier to understand than the comph-
notice-sometimes as httle as two Michael Johnston, a consultant cated formula used in the traditional PMSC buys DORN Technologymonths That lack of notice can force plan, employees wlll have more ap-
an employee to make a rushed deci- preciation for the pension plan, Ms LIVONIA, Mich -Inswance software and systems vendor Pollcy Man-
mon as to which plan makes most A PEP allows a Forsberg said agement Systems Corp has acquired DORN Technology Group Inc, a
sense for him or her and, thus, can sig- Apart from the defined benefit plan self-insurance nsk and claims management system vendor and the devel-
mficantly affect the amount of bene- job-hopper to take his changes, Motorola is improving its oper of a non-propnetary claims data standard
fits that w11 be received or her benefits along 401(k) plan It wnll match employees' PMSC, a 25-year-old publicly traded company with 6,000 employees

By contrast, each Motorola employ- salary deferrals on the first 3% of pay and more than $600 mlillonin annual revenues, completed the acquisi-
ee w]11 have until April 1, 2000- and roll the benefits into and w01 match 50% of deferrals on tion June 30 DORN, which has a staff of 46 and annual revenues exceed-
about nine months after the company an IRA, for example. the next 3% of pay Currently, Mo- Ing $8 milhon, w,11 retam its name and operate as a separate business unit
announced the benefit changes-to torola matches 100% of salary defer- of PMSC DORN founder Mark E Dorn, president of the Livoma, Mich -
decide which plan to choose rals onthe fust 1% of payand 50% on based company, wall remain with the company

Dunng that time, Motorola, along the next 2% of pay
with Arthur Andersen LLP m with Lincolnshire, Ill -based Hewitt "We wanted to make the plan more Former dissident made chairman
Chicago, wlll begin a comprehensive Associates LLC, which helped Mo- robust" to make it more competitive,
pension education program, including torola design the PEP, said "With a Mr Dorazil said LOS ANGELES-Paul R Dupee Jr, a former dissident shareholder of
semrnars and workshops, to help em- PEP plan, you have large front-end In addition, employees in the 401(k) Los Angeles-based Mancare Health Plans Inc, has been named the
ployees better understand the old and benefit accruals That lS something plan, which has about $6 bilhon in as- HMO's chanman in a move some beheve could pave the way for its sale
new plans employees see immediately" sets, wlll get five new investment op- Last year, Mancare, which has 480,000 members in Cal]fornia, Indiana

In addition, Motorola lS providing The increasingly mobile workforce tions These options unll include an and Louisiana, became locked In a proxy fight with Mr Dupee At the
personalized statements with benefit also led to another pension plan de- international equity fund, a small- time, Mr Dupee said he wanted to enlarge the company's board by nam-
projections under both plans and an sign change Whlle the traditional company equity fund, a midsize com- ing directors who would consider a sale
Internet-based pension modehng pro- plan allows an employee to take ben- pany equity fund, a long-term bond Both sides filed htigation against one another, which eventually led to
gram that w11 enable employees to efits only as an annuity and no earher fund and a balanced fund that invests a settlement under which Maxicare elected Mr Dupee to its board and
project benefits under various as- than age 55, the PEP allows a termi- more heavily in equities compared agreed to reimburse him for certain erpenses (BI, Aug 10,1998)
sumptlons natmg employee to take benefits at with an existlng balanced fund The Mr Dupee's election closely follows the June retirement of Peter J Rat-

"Hopefully, employees wlll make any age and as a lump sum eastmg balanced fund also will con- ican, the company's chairman, president and CEO A company
an informed decision That is so enti- That w111 allow a job-hopper to take tmue to be offered to employees as spokesman said, however, that there was no connection between the two
cal," Mr Dorazil said his or her benefits along and, for ex- well as a large cap fund, a Motorola events The spokesman would not say whether Mr Dupee's election

Compared to Motorola's traditional ample, roll the benefits into an indi- stock fund and a short-term bond means the company wll be sold
"backloaded" plan, the PEP offers vidual retirement account or, if per- fund Mr Dupee's election "definitely is surpnsing," said Arun N Kumar, a
more rapid benefit aceruals dunng an mitted, into a new employer's pension "Participants have asked for a managmg director at Standard & Poor's Corp in New York "We'll have
employee's first years of employment, plan wider range of investment options," to see what kind of direction he wants to take the company in if, in fact,
resulting in larger benefits for short- "Portability is something employees Ms Forsberg said he wants to sellit "

er-service employees and lower bene- have been asking for," Ms Forsberg Motorola executives say the
fits than the current plan offers for said changes, taken together, are intended Briefly notedemployees who spend most of their The PEP also features an easy-to- to be cost-neutral lai

General Motors Corp wlll appeal a $4.9 billion verdict, believed to be

S&P
the largest-ever personal Injury award, handed down agamst the au-

dozen cat bond deals completed this er if current dollars were used, Mr tomaker Ptiday in a case involving six people severely burned after their
year, said Patricia McWeer-ey, an Pansi noted 1979 Chevrolet Malibu's gasol,ne tank exploded after a 1993 rear-end col-
S&P director in New York S&P also calculated that the prob- hsion m Los Angeles A Superior Court jury in Los Angeles awarded the

Continued from page 2 The Interest In the bonds so far has abihty of a $1 bilhon loss occurring in six $107 milhon in compensatory damages and $48 bilhon in punitive
rernsurer The special purpose vehicle been dnven partly by the rising fre- any glven year is abOLt 68%, while damages for injuries suffered The plaintiffs charged GM knew the gas
then sells bonds m the capital mar- quency of multibilhon-dollar hum- the probabillty of a $3 billion loss tank design was unsafe but chose not to pay for a recall GM claims the
kets to back a reinsurance pohey is- cane, earthquake and other storm drops to about 31% The chance of a design metor exceeded federal safety standards Nicholas Mark Cooke
sued to the Insurer If a humcane or losses, the S&P study found $15 bilhon loss m a given year, mean- has resigned as president and chef executive officer of Stirling Cooke
earthquake produces losses above the The number of major catastrophe while, is about 4% Brown Holdings Ltd but w11 remain chairman of the board Len Quick,
relnsurance pollcy's attachment losses since 1989 is nearly double the Focusing only on wmdstorms, the who has headed U S operabons, unll take over as mterim CEO while an
point, the special purpose reinsurer total of the preceding two decades, study found that a storm packing executive search firm looks for a new CEO Allstate Corp. is acquiring
would pay the losses from funds that the study shows While the insurance winds of 75 mph is likely to occur Amencan Heritage Life Investment Corp for $1 1 bilhon in cash, stock
would otherwise go to its bondhold- industry saw 11 large humcane, shghtly more often than once a year, and assumption of debt AHLIC, based m Jacksonv,]le, Fla, specializes m
ers, puttmg the bondholders' mterest, earthquake, tornado and flood losses while storms with 125 mph winds re- markebng Me, disability and health insurance to employees of small corn-
principal or both at rlsk between 1970 and 1988, the number turn every 3 6 years and storms with panies m their workplaces Berkshire Hathaway Inc.'s National Indem-

Special purpose vehicles have jumped to 19 such events in the seven 150 mph wmds return every 10 7 nity Co unit has written a $300 milhon five-year catastrophe second-
largely been set up offshore for tax years between 1989 and 1995 years event mdex cover for AXA Re Group, according to Guy Carpenter & Co,
and regulatory reasons, though Kem- In addition, the seven most expen- The probability of a 75 mph storm AXA Re's broker Lloyd's Council and the Financial Services Authon-
pei Insurance Cos earlier this year sive catastrophes of the past three occurring in any given yeal is about ty have approved changes to how the market disburses dividends from
formed a Delaware company, Do- decades-ranging from $3 4 bilhonto 82%, whilethepiobabillty of more- underwnting profits, after an uproar from members U3I, June 14) Lloyd's
mestic Inc, to issue notes backing $16 bilhon m insured losses-nave all severe storms drops to about 9% for a onginally calculated that more than £100 milhon ($1683 milhon) of
$100 million m Midwest earthquake occurred since 1989 These included 150 mph storm, according to S&P names' 1996 profits would have to be withheld from distnbubon to cover
coverage (BI, March 29) humcanes Andrew and Hugo and the While insurers have recognized the habihties on open syndicates In a letter to members last week, Lloyd's

S&P Issued its first rating on a Northndge and Loma Pneta earth- growing exposure, the development Chairman Max Taylor wrote that refmements to the test mean that less
catastrophe bond deal in 1996, in quakes of the catastrophe bond market has than £50 milhon ($84 2 millon) wtll be withheld Massachusetts Gov
1997, the market saw seven bond With ongoing property develop- been slow, in part due to the abun- Paul Celluccilast week proposed a state piescription drug plan for the el-
transactions totaling about $1 bilhon, ment in catastrophe-prone areas, the dant capacity in traditional reinsur- derly Under the proposal, retirees paymg a monthly premium of about
and last year there were another elght Insurance mdustry's exposure to huge ance markets $50 would be reimbursed forall prescnption drug costs exceeding $1,500
deals totallng the same amount, ac- losses is only increasing, the study Worldwide consohdation of rein- annually Low-income retirees would not have to pay a premium, and the
cording to an S&P report, "Modeling notes sureis is likely to Intensify ceding in- plan would pay the first $750 of bills, with retirees paymg the next $750
Catastrophe Reinsurance Risk Imph- Analyzing data generated by Swlss surers' hunt for alternative sources of and the plan covenng everythmg above that Prompt action in extm-
cabons for the Cat Bond Market " Remsurance Corp, S&P calculated capacity, though, S&P predicts gwshing a fire and evacuabng people from the Norwegian ferry Prinsesse

So far this year, S&P has reviewed that a $1 bilhon huiricane earth- Bond deals, which have tended to Ragnhild after an engine fire last Thursday means claims likely wtll
four bond Issues, including Kemper's quake or other catastrophe loss lS be somewhat more expensive than fall well below msured levels The 1981-built ferry, owned by Color
Domestic, an issue providing south- hkely to occur at least once a year, traditional reinsurance, may look Line of Norway, is msured for 522 milhon Norwegian kroner ($658mll-
eastern U S humcane cover to and a $3 bilhon loss is likely to hit more attractive if reinsurance mar- hon) Fmancial modernizabon legislabon passed by the U S House of
USAA Group of San Antomo, one more frequently than every three kets begin to harden, S&P officials Representabves earher tkns month would allow mutual insurance com-
providing cover on a portfolio of years A $15 bilhon loss, such as Hur- say panies to relocate from states without mutual holdmg company laws to
treaties written by Gerling Global ricane Andrew, 15 likely to come Several of the ceding compames states that have such laws without pnor approval from their current reg-
Reinsurance Corp, and one providing roughly every 25 years, according to that already have formed bond deals ulators The provision was not included in a Senate financial modermza-
earthquake coverage directly to a the survey have done so, in part, to become fa- tion bill passed m May The 1VIassachusetts Supreme Judicial Court last
Japanese corporation without Insurer S&P used 1992 dollars in the calcu- millar with the structure in prepara- week struck down an executive order issued by Boston Mayor Thomas
involvement lations, and the frequency of cat loss- tion for a possible hard reinsurance Meninos extending health benefits to domestic partners of city workers

The market may see as many as a es actually would be somewhat high- market, Ms McWeeney said 51
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Shareholder company's forecasts strong as (the Sihcon Graphics case), the defense
The ruhng by the 9th Circuit Court upholds lawyers wlll have a strong argument that this

Bi Insurance Index
dismissal by aUS District Court Judge of con- case TAnll not survive," Mr LaCroix said 2,200

Contmued*om page 1 sohdated class-action htigation filed m 1996 Mr Vanyo, the attorney who represented Sill-
2,150

plaintlffs to show either"simple recklessness" or against Silicon Graphics Purchasers of the com- con Graphics, said the spht in the appellate
amotive to commit fraud and the opportunity to pany's stock claimed that share value was inflat- courts does not diminish the impact of the 9th 2,100
do so ed by false statements made by corporate offi- Circuit Court's rullng 2,050

The 9th Circult, m contrast to the federal ap- cers and directors Shareholders also alleged m- "I have never seen a lower court say, 'I'm not
peals court m New York, found that Congress m- sider tradmg going to give that case as much weight because 2,000

tended to elevate the pleading requirement Plaintiffs and defense attorneys said they ex- there was a dissent,' so that is an msignihcant 1,950
above the 2nd CIrcuit's standard, which previ- pect the 9th Circult's ruling wlll make it harder consideration," he said

1,900ously was considered the nation's toughest, ob- to bnng lawsuits allegmg secunties fraud Mr Vanyo predicted the Supreme Court Wlll
servers said It w111 be more difhcult, m part because the take up the 1ssue, because it has yet to define the 1,850

The ruling in Edmund J Janas us Edward R standard of "conscious reel(lessness" is a new standard for establlshing criminal mtent m se-
1,800McCmeken et at stems from the 9th Circuit's re- term that has not been defined, said Paul F Ben- cunties lawsuits In addition, other federal dis-

view of two cases dismissed by a Northern Call- nett, a partner at Gold Bennett & Cera, a San tnet courts should be ruling soon on the issue, 1,750
fornia federal district court agamst Silicon hancisco law firm that represented plamtifs m and their standards could vary, he said
Graphics and several of its officers the suit against Silicon Graphics In fact, just days after the 9th Clrcult Issued its

1,700

521 5/28 6/4 6nl 6/18 625 7/2 7/9
The appeals court held that, before a case can The malonty of the secunties lawsuits are filed ruling, the Gth U S Circuit Court of Appeals in

proceed, plaintiffs must plead m "great detall" m California and New York, accordmg to the Cmcmnati mtroduced yet another standard Base-loo on Dec 29.1978
that a defendant mtended to defraud sharehold- Stanford Secunties Class Action Cleannghouse, when lt dismissed shareholder claims agamst Source Nordby /ntemational inc (nordbycom) Boulder, Colo

ers an Internet site mamtamed by Joseph Grundfest, Comshare Inc , a software maker based m Ann
In the decision, Judge Joseph Sneed wmte that a Stanford University law professor and former Arbor, Mich

"a heightened form of recklessness, ie, dellber- SEC commissioner The site, located at securl- To survlve a motion to dismiss, plaintiffs must PCS catastrophe options
ate or conscious recklessness, at a minimum, is ties stanford edu and run by the Robert Crown plead sufficient facts to create a strong mference As ot July 9

required to establtsh a strong inference of in- Law Library of Stanford University School of showing defendants acted with the requisite
Call Price Call Pnce

spread bid/ask spread bid/ask

tent" Otherwise, the case will be dismissed, Law, tracks Information about shareholder-re- state of mmd, the 6th Clrcult ruled National Annual 1999 California Annual 1999

Judge Sneed wrote lated lawsuits nationwide The 6th Clrcult's standard is not as favorable 40/60 150/190 60/80 08/18

To reach its decision, the court reviewed the The 9th Crcwt decision came from a 2-to-1 to defendants as the 9th Clrcult's ruling, but it is 60/80 100/160 80/100 06/1 6

legislative history of the Pnvate Secunties Liti- panel spht, msurers noted One of the two con- shll helpful, Genesis' Mr LaCroix said The 6th
80/100 50/- 150C 12nS

150C 53/90

gation Reform Act The court noted that cumng iudges actually is a distnct court judge Circuit, however, is not as influential as the 9th 200/250 36/60 Western Annual 1999

Congress was "prompted by signihcant evidence on special assignment, and plamtiffs attorneys or the 2nd circuits because far fewer of the cases 80/100 08/1 9

of abuse m pnvate secuntles lawsuits " Congress have considerable financial motivation to seek are filed there and because the 9th and 2nd are Southeastern September 1999

intended to reduce the volume of such htigation an appeal, the Insurers added viewed as more presttgtous, he said 40/60 281- Midwest June 1999

by preventmg plamtiffs from assertmg baseless Some "more-aggressive camlers" might con- There is a potential for seemg fewer lawsuits 60/80 23/- 10/20 87/97

80/100 22/-
claims, Judge Sneed wrote clude that the ruling walllead to a reduction in asa result of the 9th Circuit's rullng, Mr Vanyo

Florida Sept /Dec 1999
The reform act was a response to complaints risk and may lower rates, said Kevin LaCroix, said He also expects there w,ll be greater lag Eastern September 1999 100/150 1 8/-

from high-tech companies that they are frequent president of Genesis Professional Liability Un- time between the period when a company re- 40/60 33/-

targets of frivolous lawsuits seeking to extort derwnters in Beachwood, Ohio But uncertainty leases unfavorable earnings news and when law-
Total volume 0 Total open interest 10,022

settlements These compames' rates for D&0 remains, and Mr LaCroix said the decision is SuIts are filed, as plaintiffs attorneys w,11 have to
coverage have continued to rise despite soften- just one battle m an ongoing war conduct lengthier Investigations Forinformation on PCS cat options, call the Chicago Board of

mg m recent years of the commercial msurance "If it stands, it clearly stands as one of the most Immediately after the passage of the Reform
Trade at 312-435-3674

market important developments in the securities htiga- Act, that time delay lengthened But, more re-
In 1995, Silicon Graphics' D&0 hability msur- tion arena m years," Mr LaCroix said cently, plaintiffs attorneys have reverted to fil- Source Chicago Board of Trade

er fled Sihcon Valley' s high-tech market, said Ultlmately, the U S Supreme Court likely wlll ing the suits immediately after earnings news 1.s
Sandra Escher, vp and general counsel for the have to rule "on tkns very, very important issue," released, then gathermg evidence through dis- British Issues
Mountain View, Callf -based computer compa- said Nick Conca, frrst vp and claims counsel for covery, attorneys said
ny Ms Escher decllned to name the Insurer Rehance National Insurance Co's Fmancial The volume of lawsuits, which dropped after Price P/E Div Yield 52-week

"It waspartofa trend where a number of m- Products Division m New York the Reform Act was passed, also has picked up
Companies pence pence % high-low

surance compames iust decided they didn't want "We have the 9th and the 2nd Circuits talang agam, insurers and attorneys said Last year was
to be m that business in that market, and their fairly confhcting positions, ' he noted "So we a record year, with about 250 class-action secu- Gdn Royal Exch 360 56 43 12 423-227

reason was directly related to the prevalence of certainly are not gomg to change our underwnt- nties lawsuits filed nabonwide, accorchng to Mr Legal & Gen 159 201 36 28 237-158

the 11ttgation," Ms Escher said ing gwdelines or our pncing" Grundfest's Web site Royal & Sun 583 20 5 23 0 49 633-455

The appellate court's decision is consistent Defense costs for the lawsuits remain high, As of March, about 700 of the lawsuits filed in

with Congress' objectives in passing the reform and if plamtiffs attorneys are forced to reduce state and federal courts were waiting to be re- Brokers

act, she said Silicon Graphics became an early the volume of cases they file, then they are hkely solved, accordmg to information on the Web site
test case because the company quickly saw the to fight harder for higher settlement amounts, The average settlement value vanes between Lmbrt Fenchurch 82 82 42 63 94-58

reform act as an opportunlty to openly provide Mr Conca said about $6 1 milhon and $10 6 milhon, according JLT 249 112 120 61 253-166

guidance to the pubhc about its future and in- But other observers say the ruling could lead to the mte Note Pnces are July 9 dosings, other numbers from July 8

dusty trends, she said However, such forward- to the dismissal of more cases and downward
lookmg statements provide fodder for share- pressure on settlement amounts Edmund J Janas vs Edward R McCracken,

holder claims when expenence drffers from a "If a case that is up for settlement is not as 9th US Circuit Court of Appeals, No 97-16204 Source Nordby international mc (nordby com) Boulder, Colo

Bi Industry Stock Report JULY 5, 1999, THROUGH JULY 9, 1999

Weekly Year to date Yea, to date Weekly Year to date Year to date Weekly Year to date Yea, to date

BROKERS Price 96 change % change High Low Vol (000) Price % change % change High Low Vol (000) Price % change 96change High Low Vol (000)

Aon Corp NYS 42.44 6.09 1355 4950 32.19 968 CNA Surety NYS 1538 -040 293 1600 10.19 69 SCOR NYS 4963 329 23.65 7275 4800 17

E W Blanch Holdings Inc NYS 70.00 4.67 4993 70.25 3488 229 EMC Insurance Group tic NDQ 1294 1011 1.47 1463 9.00 98 SAFECO Corp NDQ 4375 -028 2.94 49.38 3669 2101

Gallagher Arthur J & Co NYS 51 00 4.48 16.57 51 00 3488 92 ESG Re Limited NDO 1463 2.63 26.18 23.88 1275 193 SCPIE Holdings Inc NYS 3069 4.47 208 3550 23.69

Hilb Rogal & Hamilton NYS 21 00 261 1275 22.50 1556 47 Enhance Financia Services NYS 19.94 063 3409 37 31 1731 1051 Seibels Bruce Group NDO 5.63 1250 6071 728 269

Kaye Group Inc NDO 8.00 6.67 1034 838 5.00 4 Everest Reinsurance NYS 3200 2.20 1278 4350 2875 588 Selective Ins Group NDO 22.13 1346 9.26 2300 1669

Marsh & McLennan NYS 79.13 675 3383 81.50 43.38 3036 Executive Risk Inc NYS 8469 109 - 5719 9288 3550 237 Terra Nova Ins Co Ltd NYS 26.75 0.47 9.74 3500 21 25

Brown & Brown NYS 3881 7.44 11.09 4250 2931 36 EXEL Ltd NYS 54.63 385 23.67 8325 53 63 1468 Toi<to Marine & Fire NDO 57.13 2.01 2.97 6288 3900

BROKERS AVERAGE 4.57 22 42 Fremont General Corp NYS 1831 201 24.09 30.06 16.50 515 Torchmark Corp NYS 3525 662 144 47.19 30.69 5: 52 68 51@E:: 5Frontier Insurance Group NYS 15.19 2.10 21 50 24.00 1088 499 Transatiantic Holdings NYS 75.00 0.74 -083 94.50 7250

INSURERS/REINSURERS Gainsco Inc NYS 5.63 3433 1089 806 394 244 Travelers Property Casualty NYS 3944 080 2878 45.75 24.13

ACE Ltd NYS 26.19 5.42 19.89 42.63 24.38 4050 Harleysville Group NDO 20.38 031 20.10 27.25 17 00 81 Trenwick Group Inc NDO 24.69 1.25 2194 4000 2450

Accel International Corp NDO 1.50 769 50.00 3.38 1.50 16 HSB Group Inc NYS 4094 046 1.87 5956 3475 174 Unico American Corp NDO 10.19 0.00 1166 1525 863

Acceptance Insurance Cos NYS 1488 206 25.16 2481 12.06 59 HCC Insurance Holdings NYS 2494 1840 47.23 2506 16.00 816 United Fire & Casualty NDO 2600 1.46 2188 41 50 2225

AEGON N V NYS 73.44 517 39.77 130.13 69 25 2242 ING Groep N V NYS 5375 118 11.89 7675 3606 341 Unitrin NOO 39.63 -047 11.82 4238 2788

Aetna Ltle & Casualty NYS 88.63 0.35 11.04 99.88 60.19 3206 IPC Holdings Ltd NDO 20.06 158 11.81 30.63 1738 105 UNUM Corp NYS 56.19 3.13 -6.26 6250 41.75 2135

AFLAC Inc NYS 46.63 4.78 597 56.75 25.13 2413 Hartford Financial Services NYS 60.63 5.43 8.62 66.44 37 63 2203 Vesta Insurance Co NYS 463 8.64 19.57 22.13 338 300

Allmenca Financial Corp NYS 64.38 5.75 1369 7525 3838 517 LaSalle Re Holdings Ud NYS 1681 7.88 1848 39.13 1163 160 Zenith National Ins NYS 2594 4.53 12.16 2850 20.31 43

Allstate Corp NYS 37.31 529 3.08 52.38 34.75 11945 Lincoln National NYS 57.00 11.90 37.56 57.00 33 50 2985 INSURERS/REINSURERS AVERAGE 2.37 253

AMBAC Indemnity Corp NYS 59.00 5.12 156 6594 4088 511 MAIC Holdings Inc NYS 2863 129 1055 33.13 23.25 40

American Bankers Ins NDO 54.44 0.23 1401 60.94 30.13 1824 Markel Corp NYS 18200 164 097 19300 13200 24 HEALTH MAINTENANCE ORGANIZATIONS
American Financial Group NYS 3463 128 1593 44.88 30 50 176 MBIA Insurance G oup NYS 6656 380 0.38 80.13 46.06 1061 Foundation Health Systems Inc NYS 1594 000 4489 2688 588 1521

American General NYS 80.81 13.12 3.27 8081 52 38 3097 Meadowbrook Insur Group NYS 1331 -047 18 39 31.50 1231 52 Humanalnc NYS 1313 047 30.69 31.69 10.06 2228

American Heritage Lite Ins NYS 31.06 2943 2909 3106 18.63 1974 MMI Cos Inc NYS 1575 7.23 562 23.00 1375 71 Oxiord Health Plans NDO 1494 12.13 670 24.25 581 6251

American Indemnity/Fin I NDO 1438 0.88 3529 1538 10 25 #N/A Mutual Risk Mgmt Ltd NYS 3275 643 13 67 4325 25.38 1103 Pacd,care Health Sys NDO 65.25 9.14 8.74 10038 55.63 1708

American Intl Group NYS 120.06 0.41 23.30 134 00 6488 6171 Navigators Group NDQ 1538 4.24 082 1950 1325 13 Sateguard Health Enter NDO 4.00 33.33 1228 7.19 234 41

American Safety Insurance NYS 831 3.62 1250 1250 6.63

Argonaut Group NDO 2544 3.78 599 33.13 21.25 6t OhCy Corp
NYS 15.25 4.69 2695 2863 1200 28 Sierra Health Services NYS 1431 537 31 44 25.13 1044 240

NDO 36.19 350 1201 47.88 3375 382 United HealthGroup NYS 6056 0 21 3590 7000 2956 1944

AXA UAP Group NYS 64.44 818 9.96 80.25 3825 205 Old Republic Int 1 NYS 1663 2.21 22.45 31.25 1663 2266 Wellpoint Health Networks NYS 85.13 -029 0.87 9700 50.50 1948

Baldwin & Lyons Inc NDO 2275 4 21 267 26.00 1850 40 Orion Capital Corp NYS 40.75 20.74 3.99 59.25 27 56 1600 HMOs AVERAGE 077 350

Berkley W R Corp NDO 26.88 7.23 2037 4063 2350 544 Panner Re Ltd NYS 38.13 184 1563 5188 3363 263 ALL COMPANIES AVERAGE 2.57 7.80

Berkshire Hathaway Inc NYS 7100000 2.60 395 8110000 57000 00 2 Penn America Group Inc NYS 1000 123 811 1338 813 #N/A

Capital RE Corporation NYS 15 50 164 20 77 3800 1194 504 PMA Capital Corix,ration NDO 1988 393 1.60 22.25 16.63 40

Capitol Transamerica Corp NAS 13 75 476 22.26 2275 1250 84 Philadelphia Cons Holding NOO 2325 437 941 2550 1863 238

Centris Group Inc NYS 10.25 3.80 933 1406 7.94 54 PXRE Corp NYS 1900 629 24.75 30.50 16.00 180

Chartwell Re NYS 1900 194 1828 3094 1325 711 Reliance Group Hcldings NYS 700 000 4589 1981 6.25 1592

Chubb Corp NYS 68.75 117 5.87 88 81 54 00 2149 ReliaStar Financial Corp NYS 45.75 11.25 223 5244 29.00 1844

CIGNA Corp NYS 91 50 4.80 1768 98.63 57.19 2201 Renaissancele Hcldings Ltd NYS 3650 102 104 48.31 30.00 80

Cincinnati Anancial Corp NYS 3750 033 5.08 41.88 3050 802 Risk Capital Holdings NDO 1375 10.57 3491 2550 1200 173

Citigroup NYS 48.94 11.70 45.18 51.75 1900 32081 RLI Corp NYS 3725 033 11.61 4563 27.88 13

CNA Financial Corp NYS 3956 171 064 46 88 3300 302 St Paul Companies NYS 2913 10.38 1679 43.63 2806 8218

Top advanc,ng issues· Gainsco inc, Safeguard Health Enter., American Heritage Life Ins Leading dechners Oxford Health Plans, Risk Capital Holdings, St. Paut Cos Most active lssue Cltigroup The mindex increased 41%, the Dow Jones 30 Industrials
gained 61%, the S&P SOO jumped 6 7% and the NYSE Composite Increased 55%. Average P/E Brokers, 19.9, Insurers/reinsurers, 19.4, HMOS, 21 9

Source Nordby /ntemattonal /ne (nordby com), Boulder, CO
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Mergers and Acquisitions services

.LOU did your homework. Everything was legal

and aboveboard. But somehow, something went wrong.

This is the real world companies live in. And if your

company is not properly covered, the world becomes

an ugly place.

How can AIG help? Take our Mergers and Acqui-

sitions services. Few scenarios demand the speed and

creative thinking that an M&A deal does. At AIG, we

know that in any deal there is always a surprise, and

it is never a good one.

We have the resources and industry-specific

knowledge that allow us to guide you through most

any M&A issue you face. So whether a deal is known

or merely being contemplated, our M&A team is

prepared to help minimize existing and potential

liabilities to make deals happen.

And because our reputation is solidly backed by

Triple -A-rated financial strength, you can rest assured

that the AIG Companies will be there for you.

Who insures

No matter what the risk, no matter where the

risk, the AIG Companies possess the experience and

sophistication to help protect you from the unexpected.

Call your broker or e-mail In&a@aig.com to find

out more about our Mergers and Acquisitions division.

What's the worst that could happen? That's what

we think about every day.

AIG
WORLD LEADERS IN INSURANCE AND FINANCIAL SERVICES

ALL FORMS OF COMMERCIAL INSURANCE • PERSONAL AUTO AND HOMEOWNERS INSURANCE • LIFE, ACCIDENT

AND HEALTH INSURANCE • RETIREMENT PRODUCTS AND MUTUAL FUNDS THROUGH SUNAMERICA . WWW.AIG.COM


