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Aetna, ING deal
to bring new focus

By JUDY GREENWALD

HARTFORD, Conn.-Aetna Inc.'s $7.7
billion deal to sell its financial services and
international operations to ING Groep N.V.
does not address problems the company
still faces in its health care business.

Those problems include rising medical
costs, which resulted in lower-than-expect-
ed second-quarter earnings, continued
problems in its provider relationships, and
the need to place an experienced health
care executive at its helm, analysts say.

The deal with ING, unveiled last week af-
ter months of negotiations, is not expected
to directly affect employers that do busi-
ness with Aetna U.S. Healthcare, though
the sale of Aetna's other operations could
focus management's attention more closely
on the health care business, analysts say.

Under the definitive agreement reached
with ING, Aetna will sell its financial ser-
vices and international businesses for about
$5 billion in cash and the assumption of
about $2.7 billion in debt.

Aetna will then spin off to its sharehold-
ers a new health insurance business. to be
called Aetna Inc., that will include Aetna
U.S. Healthcare, group insurance and large
pension plans, as well as Aetna global ben-
efits. It will continue to be headquartered

in Hartford, Conn.

Aetna’'s current stockholders will receive
one share in the new health company and
about $35 per share in cash for each share
they currently hold.

Aetna U.S. Healthcare reported $459.7
million in operating earnings in 1999. Its
large-pension business is a discontinued
operation that is basically in runoff mode,

See Deal on page 22

Snapshot of Aetna

1999 revenues of Aetna Inc.'s core
operations. ING's purchase highlighted

In millions

Divisions of dollars

Aetna U.S. Healthca,e: $20,888.0
Aetna Financial Services: $1,530.4
Aetna International*: $2,807.8
Large pension plans: $1,171.8

Source: Aetna Inc. * Excludes Aetna Global Benefits

PBGC clarifies intervention

Rules of engagement

By JERRY GEISEL

WASHINGTON-The Pension Benefit
Guaranty Corp. will intervene in corporate
transactions, such as mergers or spinoffs,
only when they pose a significant risk of
creating major losses for the agency.

The PBGC is releasing today a 10-page
technical update that, for the first time
clearly stipulates when it will contact em-
ployers seeking more information about a
transaction. In addition, the update ad-
dresses the remedies the agency may
seek if it believes the transaction »
could significantly increase the
likelihood of it incurring losses. . 4 i

The guidance has long been
sought by employers, which , "i,
have complained not only ,
about the lack of written

standards for intervention, I e - C
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but also that the PBGC has
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involved itself in transactions that posed no
real threat to the federal agency's insurance
program, which guarantees participants’
basic pension benefits.

"In effect, the PBGC wasted its internal
resources," said Mark Ugoretz, president of
the ERISA Industry Committee, a Washing-
ton-based benefits lobbying group repre-
senting large employers.

The new guidance is a response to both of
those concerns.

"Because we had not published clear

guidance, there was uncertainty among

employers as to what we were looking
at. Now, the program will be a lot

more transparent,” said PBGC

Executive Director David

Strauss.

At the same time, he said, the
PBGC's involvement will be
tightly focused.

"Unless you are involved in a
transaction that poses
a risk of a long-run
loss to the PBGC,
which | interpret to
mean a catastrophic
loss, we are not going
to be meddling in your
transactions. This is a
tool we intend to use
most judiciously," the

See PBGC on page 21

UPDATES

Pension reform prospects
brighten as House passes bill

WASHINGTON-Passage last Wednesday
of comprehensive pension reform legislation

by the House of Representatives by a 401-25

vote significantly increases the chances that
a reform bill could be enacted this year.
"This is a huge momentum boost for the
package," said James Delaplane, vp-retire-
ment policy at the Assn. of Private Pension

& Welfare Plans in Washington.
The bill, H.R. 1102, was introduced by
Reps. Rob Portman, R-Ohio, and Ben

Entire conlents copyright © 2000 by

Crain Communications Inc. All rights reserved

Cardin, D-Md. It would, among other things,

See Updates on nert page

Tobacco firms set

strategy for appeal

By MICHAEL BRADFORD

MIAMI-Tobacco companies will
stake much of their appeal of a nearly
$145 billion punitive award on their ar-
gument that sick Florida smokers should
not be treated as a class in litigation.

The industry was hit with the stagger-
ing judgment on July 14 when a Miami
jury in the 2-year-old Engle us. R.J.
Reynolds Tobacco Co. et at. case ordered
the defendants to pay that amount to the
class of 500,000 to 700,000 sick Florida
smokers. The state court jury already
had awarded $12.7 million in compen-
satory damages to three representatives
of the class after deciding the companies
manufactured a defective product.

Defendants are R.J. Reynolds, Philip
Morris Inc., Brown & Williamson Tobac-
co Corp., Lorillard Tobacco Co. and
Liggett Group Inc.

Tobacco makers vowed to fight th«
award and pointed to Florida law ba*
ring judgments that would bankrupt#
company. During the trial, the indust*
claimed a net worth of about $15 billi*.

The tobacco industry denounced,#he
award, calling it grossly excessive al# in
error. Tobacco company attorneys said
they don't expect to pay anything, as
they are confident of a successful appeal.

The industry also contends that if a

judgment is upheld, separate trials
would be needed to determine each
plaintiffB award.

"We *e confident it will be reversed
on appeal,” Dan Web an attorney for
Philip Morris, said afkr the award was
announced. He said tlIS verdict "is in fa-
vor of no one and, ul*mately, will have
no impact on anyone.t'

Gordon Smith, an attorney for Brown
& Williamson, said in a written state-
ment that the defendants were subjected
to "a kangaroo court setting, where fair-
ness, justice and plain-old common
sense have been thrown out in favor of
emotion and prejudice.”

He gave several reasons why Brown &
Williamson believes the judgment was in
error, including that certification of the
class was inappropriate, as most courts
have determined in tobacco cases. He
said Circuit Court Judge Robert Kaye
inappropriately allowed the jury to es-
tablish punitive damages for an un-
known class before the members of the
class presented their claims for compen-
satory damages.

The issue of whether smokers should
be treated as a class will be at the heart
of an appeal, said Daniel W. Donahue,
senior vp and deputy general counsel for
R.J. Reynolds.

See Tobacco on page 20

Sparking a fire?

Awardmay fuel tort reform

By MARK A. HOFMANN

A Florida state court jury's decision to
hit the tobacco industry with a punitive
damages award of nearly $145 billion
may focus renewed attention on tort re-
form.

, Tort reform advocates say there are
signs that the huge award is causing the
public to think again about possible
abuses of the civil justice system. The

, verdict could act asa catalyst, they say,
for renewed efforts to enact tort re-
forms-particularly rdgarding class ae-
tions and punitive damages-at both the
state and federal levels.

The Miami jury that heard the case,
Engte vs. R.J. Reynolds Tobacco Co. et
at.,had previously awarded $12.7 mil-
lion in compensatory damages to three
representatives of a class consisting of
hundreds of thousands of Florida smok-
ers and former smokers, thus paving the
way for the punitive damage award (Bl,
April 10). That compensatory award had
followed the same jury's decision that
the tobacco industry had produced a de-

fective product (BI, July 12, 1999)

The tobacco companies already have
announced their intention to appeal the
verdict. Under Florida law, they wiill
have to post a bond of up to $100 million
to appeal the case.

Dismayed as they are at the jury's ver-
diet, some tort reform advocates view it
as a call to action.

"l think the whole question of class ae-
tions has moved right to the f(*efront of
the agenda for civil justice reform at
both the state and federal levels," said
Sherman Joyce, president of the Wash-
ington-based American Tort Reform
«Assn. "l think is a rebounding call for
both pfbcedutal and substantive reform
of punitive damaget”

I..""bwant to say.*h*t it will (result in re-
fofin), but there have been so many of
these large punitive damage awards
lately. Maybe there will be more push in
states to do something, but in a national
context, it always seems to get bogged
down," said Glenn Lammi, chief counsel
of the Washington Legal Foundation.
See Tort on page 21
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Pension bill passes House

Continued from previous page
gradually increase to $15,000 from the current $10,500 limit the
maximum annual salary deferral an employee could make to a
401(k) plan

Other provisions in the bill would allow employees age 50 and
older to make an additional $5,000 in annual "catch-up" contri-
butions to their 401 (k) plans and allow employees moving back
and forth between the for-profit and non-profit sectors to trans-
fer funds from 401 (k) to 403(b) plans and vice versa

In addition, the pension measure would shorten, to three years
from the current five years, the maximum amount of time in
which employers' matching contributions to savings plans must
be vested

The measure also would allow employers to prove, through as
yet undefined "facts and circumstances,” that their pension plans
do not discriminate in favor of highly paid employees This ap-
proach would replace current rigid mathematical non-discrimina-
tion tests

The bill now moves to the Senate, where the biggest question is
whether there is enough time remaining in the session to consider
the measure

President Clinton opposes the legislation, under which he says
too many benefits would go to higher-paid employees But he
stopped short of saying he would veto the measure

IRS OKs automatic enrollment

of workers into 403(b) plans

By JERRY GEISEL Wyatt Worldwide

Under automatic enrollment

ment, up from 4% in 1997
And many benefit experts ex-
WASHINGTON-Non-profit plans, which the IRS approved for pect that the number of automatic
employers with 403(b) retil ement 401 (k) plans about two years ago, enrollment programs for 401 (k)
savings plans now can automati- employers can automatically en- plans will increase significantly in
cally enroll their employees m the roll employees in the plans as long the next few years as employers-
plans as the feature IS explained to em- especially those without other re-
The Internal Revenue Service ployees and employees have the tirement savings plans-look for
last week in Announcement 2000- opportunity to opt out These pro- new ways to get more employees
60 gave the green light to auto- grams are aimed at employees, to save for their retirement
matic enrollment for 403(b) plans, typically recently hired and low- In the wake of last week's IRS
which are offered by non-profit er-paid employees, who make no announcement, employers with
employers-principally colleges decision on whether they want to 403(b) plans also are likely to im-
and universities and health care enroll in 401 (k) plans plement automatic enrollment
systems-and are similar to 401 (k) While only a small percentage programs, though perhaps not at
plans offered by for-profit compa- of employers offer automatic en- the same rate as employers with
nies In both types of plans, em- rollment programs for their 401(k) 401 (k) plans
ployees generally can make pretax plans, that percentage has grown That is because one incentive
contributions of up to $10,500 an- since the IRS first permitted the that employers with 401 (k) plans
nually practice A recent study by Hewitt have to implement automatic en-
"This is a very positive step,” Associates LLC of nearly 500 rollment-making it easier to pass
said Chris Kellogg, a consiltant in employers found that 7 % of them a key non-discrimination test-is
the Minneapolis office of Watson last year offered automatic enroll- See 403(b) on page 22

Travelers buys more of Reliance Jury finds unit responsible for defective latex

NEW YORK-In the ongoing piecemeal sale of Reliance Group
Holdings Inc units, Travelers Insurance Co agreed last Friday to
buy the renewal rights to an unspecified portion of Reliance's
commercial middle-market business

Financial terms were not disclosed, but the ultimate payment
will depend on how many contracts Travelers successfully renews,
a Reliance spokesman said

The middle-market business was the largest unit remaining at
Reliance and is the second chunk of business that Reliance has
sold to Travelers In May, Travelers completed its purchase of Re-
liance's surety business

The news followed closely on last week's announcement by Leu-
cadia National Corp that It IS pulling out of its proposed $300
milhon purchase of Reliance Reliance said it would try to restruc-
ture the more than $500 million in debt that the troubled insurer
has due this year and would attempt to sell more of its insurance

units

Baxter faulted in glove suit

By MEG FLETCHER sponsible for manufacturing defective gloves that
caused her to develop a disabling allergic reaction

MeGAW PARK, Il -Allegiance Corp , a sub- while workmg at St Joseph Hospital, also in Stock-
sidiary of Baxter International Inc that manufac- ton, during the 1990s The plaintiff alleged that, un-
tures latex gloves, plans to appeal the first jury ver- til 1996, the company failed to use an effective wash-
diet ever rendered against it for making a
defective latex product

ing system that would have removed, or greatly re-

duced, allergenic proteins found in the
Manufacturers of latex products are natural rubbei used to make the gloves
concerned because Allegiance is one The jury in MeGinnts us Barrter
of the largest latex glove manufac- Health Care initially awarded
turers and because hundreds of sim- - the plaintiff nearly $1 13 million

ilar cases are pending against It and in compensatory damages but

Reliance has also sold parts of its other businesses to other in- other makers of latex pioducts (Bl, Aug 9, 1999) * later reduced the company's lia-

surers The Hartford Financial Services Group Inc bought the h-
nancial services and excess and surplus lines business, Kemper In-
surance Cos bought renewal rights to Reliance's large-account
casualty and construction wrap-up business, and Overseas Part-
ners Ltd bought its reinsurance unit

The middle-market business makes up the largest part of Re-
hance Insurance Group, which overall recorded $693 million in
net written premiums in 1999 The casualty business sold to Kem-
per was also part of Reliance Insurance Group, however, and the
premiums have been significantly depleted further by non-re-
newals

Sales of other Reliance businesses are also being negotiated, she
spokesman said The remaining businesses Include international,
CyberComp, Reliance's online workers compensation business,

profet:accident and health, credit life and warranty, and per-

Reliance, meanwhile, faces further deterlorating ratings After

the collapse of the Leucadia deal, Moody's Investors Service i

downgraded Reliance's financial strength rating to Ba3 from Ba2

Frontier sells renewal rights

NEW YORK-Frontier Insurance Group Inc has reached an
agreement in principle to sell the renewal rights to certain casual-
ty and surety business to Gulf Insurance Co, a surplus lines unit
of Travelers Property Casualty Corp

Included in the deal are renewal rights to Frontier's excess and
surplus lines casualty business, general liability coverages for en-
vironmental contractors and consultants and various classes of
surety bond business, said Mark H Mishler, an executive vp for
Rock Hill, N Y -based Frontier

Mr Mishler would not disclose the premium volume of the bum-
ness being sold, and Gulf Insurance officials could not be reached
Other terms of the agreement were not disclosed

The move is part of restructuring plan that has seen Frontier
shed several operations Also last week, the insurer announced the
sale of its World Wide Web portal, OneStop com, to Solution-
sAmerica Inc, a Culver City, Calif -based e-commerce company
As part of the deal, Frontier will receive 10% of the common stock
of privately held SolutionsAmerica

Suzanne R Loughlin, a Frontier executive vp, said she could not
give a valuation for the deal, but said Frontier is optimistic about
recouping its roughly $13 million investment in OneStop com

Frontier also announced it has completed its $7 1 million sale of
subsidiary Regency Insurance Co to Tomoka Re Holdings Inc, a
umt of Tower Hill Insurance Group

Meanwhile, Frontier and several of ItS top officers have been
named in a shareholder lawsuit charging that the company mis
represented its performance in financial filings, inflating its stock
price

The lawsuit, filed last Wednesday in federal court in New York,
seeks class-action status and alleges that Frontier made a variety

See Updates on page 22

McGaw Park, Ill -based Allegiance, which Baxter bility according to a formula

formed in a 1996 spinoff, will seek to overturn the that factored in her 15% negligence and
July 13 California state court jury verdict That ver- the 15% negligence of her hospital employer

aict requires the company to pay approximately Ultimately the Jury asked that the manufacturer
$878,400, plus costs, to Christine MeGinnis of Stock- be solely responsible for the iudgment, which was re-
ton, Calif, a former respiratory therapist, according duced to $878,400 plus costs, according to Mr
to plaintiff's attorney Philip Harley of Kazan, Me- Harley The hospital will not be required to con-
Clain, Edises, Simon & Abrams in Oakland, Calif

Specifically, the jury found that Baxter was re-

tribute to the award, but the negligence finding
See Latex on page 14

Questionnaire deadline nears

for directory of reinsurers

Business Insurance will pub- um volume must exceed $100 one immediately by calling Di-
lisH its annual Directory of million (including both proper- rectory Editor Kevin Edison at
Worldwide Reinsurers in the ty/casualty and life/heath pre- 312-649-5279
Aug 28 issue, which will also miums) Copies of the reinsurance
contain a Spotlight Report on
int&rnational reinsurance

Companies must provide pre- company directory question-
miums written and capital and naire also can be printed from
The directory is published as surplus figures for 1998 and the Bl Web site at www busz-
an editorial service, there is no 1999 to be hsted
chkrge to be included If your company meets the re-
To be hsted, a company's 1999 quirements and has not received must be submitted by the ex-
net written reinsurance premi- a questionnaire, please request tended deadline of Aug 4
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Comp costs rising

Total medical cost per injury

1998 1997 Percent
average average increase
Texas $2,.314 2,122 9.0%
Alaska 2,282 11,7338 31.3
California 2,062 1,903 3.9
Colorado = 2,055 1,423 44.4

Source: Dallas/Fort Worth Chapter of RIMS
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Comp medical costs as big as Texas

RIMS study finds state's workers comp medical costs highest in nation

BY SALLY ROBERTS

The Dallas/Fort Worth chapter of the
Risk & Insurance Management Society
Inc. has confirmed what it already be-
lieved: Employers in Texas pay some of
the highest workers compensation
medical costs in the country.

And not only are Texas employers
paying more for treatment of the same
types of injuries than most employers
in other states, but workers comp med-
ical costs in Texas and three other
states also seem to be on the rise, ac-

cording to findings from a recent na-

tional survey.

The Dallas/Fort Worth RIMS chapter
set out in March to survey RIMS mem-
bers nationwide about their companies’
workers comp medical costs. The goal
of the survey was to determine whether
Texas' workers comp medical costs
were in line with those elsewhere in the
nation, and to give other RIMS mem-
bers an idea as to where their state fell
in the cost range (BIl, March 6).

RIMS asked respondents to provide
actual paid amounts, valued as of
March 31, 2000, for medical expenses
related to workers comp claims in 1997

and 1998. In all, 194,814 claims from
1997 and 178,540 claims from 1998
were collected and analyzed from more
than 50 RIMS members in the retail,
grocery, restaurant, hospital and pack-
age/cargo handling industries across
the country. The RIMS chapter also
surveyed members at airlines and in
school districts, but the information
they supplied was not sufficient to aid
in the analysis.

The survey lists, by industry, the
states whose average medical cost per
workers comp claim is higher than the

See Costs on page 12

115 36th annual seminar

Louisiana facilities
Laws should protect buyers

By GAVIN SOUTER

this month.

fight class action
over transfusions

Chiefly, regulators should try to ensure that finan-
VANCOUVER, British Columbia-As regulation of cial services companies' internal regulatory compli-
the global insurance marketplace becomes
more complicated, regulators throughout

the world should work together to develop

ance efforts reflect the business they are

- transacting, he said. To achieve that goal,

i
SA1

regulators should develop a close relation-
a realistic approach to protecting buyers, ship with the senior executives of the busi-
says the United Kingdom's financial ser-

vices regulator.

nesses they regulate, said Sir Howard.

By MICHAEL BRADFORD

AnNnd as the insurance and financial-ser-

Because insurance buyers differ :n terms vices industry becomes increasingly global, NEVW ORLEANS-Louisiana hospitals and blood banks are de-

of sophistication, insurers need different fending themselves against scores of hepatitis C claims, some of

regulators should exchange more informa-

kinds and degrees of regulatory oversight, More tion and work together more closely to find which are so old that patient records have been destroyed and in-
said Sir Howard Davies, chairman of the conference common approaches to regulation, said Sir surance coverage is difficult to ascertain.

Financial Services Authority in London, Howard, who is also chairman of the Inter- The hundreds of suits threaten to bankrupt the facilities and
who was speaking at the International In- coverage national Assn. of Insurance Supervisors. could cause health care prices in the

surance Society's 36th annual seminar held on page 6 The role of insurance regulators is not to state to escalate, according to defen-

in Vancouver, British Columbia, earlier See Regulate on page 4 dants and others connected to the cases.
Plaintiffs allege that they contracted

hepatitis C through transfusions involv-

ing tainted blood. A suit filed last year in

a New Orleans state court seeks class-

Health plans join forces

New coalition aims to address doctor, patient complaints

action status on behalf of about 200
plaintiffs, who are seeking an undeter-

mined amount in damages from hospi-
tals.

If the class is certified and the plain- J
tiffs ultimately _prevail, a large award ,
could drain most of the funds from tb

hospitals, already operating with thin

NEW YORK-Nearly two dozen health insurers
and managed care companies have joined forces in a

= Improving patient access to doctors, such as per-
mitting an obstetrician/gynecologist to be a woman's
bid to streamline administration of health plans for

both patients and doctors while also improving
, health care quality.

primary care physician.
= Eliminating administrative burdens placed on

health care providers. margins, and cause a rise in health

The group, known as The Coalition for Affordable
Quality Healthcare, consists of 22 total health insur-
ers, health maintenance organizations and health in-
surer trade groups covering more than 100 million
Americans. The participating companies hope that
the collaboration will promote better medical care,
and will make it easier for patients to choose physi-
cians and to compare health plans.

The long-term goal is to "improve the health care
experience for our customers,"” H. Edward Hanway,
president and CEO of CIGNA Corp. in Philadelphia
and the group's vice chairman, said at a press confer-

In addition, the plans hope that they will be able to
reverse the pounding that the HMO industry's public
image has suffered during the past several years.

"We have lost the trust of many Americans,”
Leonard Schaeffer, the chairman of :he group and
chief executive officer of Thousand Oaks, Calif.-
based WellPoint Health Networks Inc.. said at the
press conference.

Principally, the group will focus on three areas:

= Working with physicians to improve the quality
of health care.

No timetables have yet been set with regard to the
coalition's goals, Mr. Schaeffer said. Instead, he said,
in six months, the coalition will announce what
progress has been made.

"This effort is just the beginning,” Mr. Hanway
said.

The group has agreed to allow members to appeal
denial of treatment decisions to independent outside
reviewer, and agreeing to the decision made. Also,
the group will cover the costs of emergency care
when the patient believes it is truly an emergency.

The group also will work to create a standardized
grid outlining all the benefits of each plan using lay-
man's language. This will make it easier for con-
sumers to compare plans.

Also, by sharing information the group members
hope to encourage the practice of evidence-based
medicine leading to higher quality care for all plan

members.

-By Michael Prince

care costs, according to Clark Coss6, vp 4
of legal and governmental affairs at the

Louisiana Hospital Assn. in Baton Rouge

"If this suit succeeds," he said, 'it could

send a lot of people into bankruptcy.” .
tens of millions, L--/M-4 /'

Mr. Coss6 said there are

i/.

maybe hundreds of millions, in potential lia
bility out there. If the class is certified, all the hospitals
will be in the soup.” He said some individual cases against hospi-

tals already have made their way through the courts, with "signifi-

cant” judgments against some facilities and settlements of some

cases in recent years.

The suit seeking class-action status is somewhat unusual in that

plaintiffs allege that the 57 defendant hospitals are responsible for
their health problems under strict liability laws that were changed

18 years ago.

Plaintiffs charge that all the transfusions that led to their con-
tracting hepatitis C occurred before July 15, 1982-the date state

law changed to require plaintiffs in blood transfusion cases to prove
that health care providers acted negligently. The state's blood shield

See Hepatitis on page 14

Health care plan gives consumers more choices

Strategy treats employees like adults

the hospital to bill its paying pa-
tients more, which is a major
cause of health care inflation, he

By MICHAEL PRINCE

NEW YORK-Adopting a de-
fined contribution health care
strategy requires a philosophical

leap by employers.

By switching to a defined con-
tribution model from a defined
benefits model, employers will be-
gin to treat their employees as
adults capable of making in-
formed decisions, three speakers
said at a recent seminar in New
York.

Perhaps the largest issue to be

overcome in making a switch is
understanding that consumers
and other participants in the
health care system do not realize
how much they are paying for
health said

care, Kenneth

Abramowitz, health care analyst
with Sanford C. Bernstein & Co.
Inc. in New York.

For example, employers are
picking up the tab when one of
the 44 million uninsured people in
the United States gets free treat-
ment at a hospital.

Treating the uninsured forces

explained.

"Corporate America does not
understand they are paying for a
lot of.. .services the government is
responsible for," Mr. Abramowitz
said at the presentation, hosted by
Foundation Health Services Inc.
"Someone must convey the word
to us that we're spending our own
money."

Instead, employers should push
for a tax to fund catastrophic care
for all uninsured people, Mr.
Abramowitz said.

Generally, employers are con-

cerned about liabilities that might
emerge from patient-protection
bills pending in Congress that
could hold employers liable for
selecting a health plan, said Bruce
Taylor, director of health care for
GTE Service Corp. in Irving,
Texas.

In addition, employers want a
health care strategy that helps re-
duce employee complaints and
makes costs more predictable, Mr.
Taylor said. He said he likes to
think of a defined contribution
health plan as "direct to con-
sumer,” as the employee, instead
of the employer, becomes the con-

sumer.

As a result, health plans will be
forced to become more consumer-

friendly, he said.

The downside is that with the
employer's role diminished, it's
unclear who will evaluate the dif-
ferent health plans and push them
to improve their quality, Mr. Tay-
lor said.

But switching to a defined con-
tribution system won't be easy.
"Corporate America has made a
grave mistake and now it's time to
correct this mistake and stop
treating its employees as babies,”
Mr. Abramowitz said. This means
giving people a choice and forcing

See New plan on page 14
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Regulate

Continued from previous page
guarantee that there will be no insur-
ance failures, Sir Howard said. "That
is impossible and undesirable."

The scope of such an initiative
would be prohibitively inefficient. In-
stead, he said, regulators should fccus
on what is reasonably attainable to
reduce the risk of insurer failures.

In the United Kingdom, the FSA
weighs the underlying risk of an in-
surer's busjness, Sir Howard said.
"For example, in the London market,
the underlying business risk is higher
than in retail insurance," he said.

- AVWeb of On

On the other hand, the customers of
retail insurers usually are less sophis-
ticated-and thus more vulnerable-
than a knowledgeable commercial in-
surance buyer purchasing coverage in
the London market, Sir Howard said.

Given the vaiying needs with re-
gard to regulatory control, the FSA
focuses on the internal compliance
measures insurers have in place in de-
termining the degree of scrutiny the
companies warrant, he said.

"There is a tradeoff between a
firm's compliance and outside regula-
tory measures. The more internal
compliance, the less intrusive we will
be," Sir Howard said.

To assess the adequacy of compli-

ance measures, the FSA looks at the
business strategy of a financial ser-
vices company and then examines
whether its risk management is con-
sistent with that strategy, he said.

One illustration of a disparity be-
tween those two elements is the col-
lapse of :he British merchant bank
Barings PLC. in the 1995, Sir
Howard said.

Barings embarked on a strategy of
trading in highly volatile investments,
but it lacked the risk management
needed to control that strategy, he
said. As a result, the bank collapsed
after a huge derivatives investment
made bb one of its traders in Singa-
pore, Nicholas Leeson, turned sour.

To reduce the chance of such prob-
lems occurring, regulators need to de-
velop a direct relationship with the
top managers of the businesses they
regulate, Sir Howard said.

"It is crucial that the boards of in-
surance companies understand how
they are seen by regulators," he said.

The regulation of insurers is becom
ing more challenging as insurers
merge with banks and as securitiza-
tion of insurance products becomes
more common, Sir Howard said. For
one, capital requirements for banks
and insurers differ. Insurers and rein-
surers become involved in buying
risks from banks through securitized
bonds. Banks, by issuing wind and
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disaster derivatives, become involved
in insurance underwriting, he ex-
plained. Further con*licating matters
is that the derivatives are often issued
through special vehicles located in
offshore jurisdictions, he said.

"In the long term, regulatory struc-
tures will need to adapt to market
forces," Sir Howatri said.

In particular, international insur-
ance regulators need to collaborate to
agree on a common approach to regu-
lation and to develop an exchange of
regulatory information, he said.

Regulation is also a competitive
business, Sir Howard said. With the
development of technology, insurers
and reinsurers are often able set up
shop wherever they choose, he said.

"But that doesn't mean that they
will gravitate to (the) regime with the
lowest regulation, because their cus-
tomens want regulation," Sir Howard
said. Nevertheless, if regulations in
one domicile are not cost-effective,
then insurers will move elsewhere, he
said. Consequently, regulators need to
ensure that their regulations keep
pace with mobile businesses and mo-
bile customers, Sir Howard said.

Regulation of Internet insurance
business also highlights the need for
common regulatory principles, Sir
Howard said.

Insurers can easily establish them-
selves in remote parts of the world,
and consumers can access the prod-
ucts over the Internet, he said.

As a result, consumers need to be
educated to understand the risks in-
volved in buying products from poor-
ly regulated domiciles, Sir Howard
said. "People have to understand that
if they make deposits in an obscure
part of the former Dutch empire, then
they have got what's coming to them,"
he said.

Overall, regulators need to strive to
create an environment that does not
stifle businesses but, at the same time,
provides reasonable safeguards of
policyholders, Sir Howard said. "We
want to be an organization that is
helpful when appropriate and rigor-
ous when necessary,"he said Ell

Poll, honors

all part of
IS seminar

VANCOUVER, British Colum-
bia-The 36th annual seminar of
the International Insurance Soci-
ety Inc. attracted arecord 704 at-
tendeesto VancouverJuly 9-12.

Insurance executives from 55
countries attended the plenary
sessions and discussion groups.

At the awards dinner on July
10, Hans Gerling, a former senior
executive of Gerling Group, and
Jose Pinera, the author of Chile's

private national pension system,
were inducted into the New York-

based IIS' Insurance Hall of
Fame.

At the conference, participants
completed a survey on what are
the main challenges for the future
for insurance companies.

The top five selections were:
technology and e-commerce,
25.1%; retaining and acquiring
talent, 17.6%; rapidly changing
markets, products and services,
12.9%; effective distribution,
10.1%; and creating an environ-
ment of innovation, 10.0%.

Next year's IIS seminar will
take place at the Hotel Inter-Con-

tinental in Vienna, Austria, July
8- 13.

For more information contact:
International Insurance Society
Inc., 101 Murray St., New York,
N.Y. 10007. 212-815-9291. Fax:
212-815-9297.

-By Gavin Souter
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M&A minutiae can be distracting, execs warn

By GAVIN SOUTER

VANCOUVER, British Columbia-
Insurers engaged in mergers and
acquisitions should be wary of be-
coming bogged down in the merger
process at the expense of ongoing

business, an
insurer execu-
tive says.

Although
new initiatives
and services
should not be
put on hold
during the in-

tegration process, great care also
needs to be taken to ensure that
large mergers are successful, said
Antoine Jeancourt-Galignan,
chairman and chief executive offi-
cer of Paris-based Assurances Gen-

erales de France.

Managers must know what
changes are taking place, appoint-
ments should be based on ability

rather than internal politics, older

should work with

managers
younger ones, and common man-
agement incentives such as stock
options should be introduced
across the whole group, he said.

Th6se were some of the lessons
learned by AGF when it was demu-
tualized and bought by Allianz
A.G., Mr. Jeancourt-Galignani
said.

Also, merged companies should
ensure that they have a decentral-
ized management structure and
give their managers a sense of own-
ership in the company, recom-
mended Brian Duperreault, chair-
man, president and chief executive

officer of ACE Ltd.

The two executives made their
comments during the 36th annual
seminar of the International Insur-

ance Society held earlier this

rmonth in vancouver, British

owned insurer, said Mr. Jeancourt-
Galignani.
The insurer suddenly had to fo-

cus on providing shareholder value
and it soon became embroiled in

mergers and acquisitions, he said.

A decentralized management approach is
helpful. "You have to allow managers to
operate' and have 'a sense of ownership,’
says ACE's Brian Duperreault.

Columbia.

AGF underwent profound

changes when it was privatized in
1996, after 50 years as a state-

OUR

"It was a shock to managemen:,
Mr. Jeancourt-Galignani said.

In 1997, AGF bought a rival
French insurer, Athena Assur-
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ances, and then AGF itself was the
target of a takeover bid from Italy's
Assicurazioni Generali S.p.A.

After rejecting the Generali bid
as insufficient, AGF turned to Al-
lianz as a white knight and it
merged with Allianz's operation in
France, he said.

"So we had quite a lot of chal-
lenges," Mr. Jeancourt-Galignani
said, "but by mid-2000, we have
made large steps towards achieving
our objectives."

AGF learned the following five
key lessons from the experience:

- Don't get bogged down in the
merger process.

Insurers should keep pursuing
new opportunities while they
merge with other companies, and
find new ways to grow rather than
become absorbed with the internal
workings of their companies, Mr.
Galignani said.

AGF, for example, launched a
new Internet-based service as well
as other major initiatives during
the merger process, he said.

= Senior executives should en-
sure that they communicate with
their managers.

At AGF, in particular, managers
had to grasp from executives the
"new concept of profitability" and
understand the culture of Allianz,
Mr. Jeancourt-Galignani said.

« Managers of a newly combined
company should be appointed ae-
cording to their talent, not the or-
ganization they came from.

"That sounds obvious, but when
you merge three companies with
different cultures, it is not that easy
not to try to build some political
balance. If you start doing that, you
will have a lot of problems,"” Mr.
Jeancourt-Galignani said.

To aid it in this process, AGF em-
ployed an independent consultant
to evaluate the managers, he said.

« Compensation should be based
on the whole organization's perfor-

"We felt that that was important
for people to come together," he
said of adopting a uniform com-
pensation structure.

- Management teams need to be
mixed to balance differing abili-
ties.

At AGF this mixing of teams in-
volved younger managers, who eas-
ily adapt to an international envi-
ronment, working together with
older managers, who are more used
to the domestic environment or
have difficulty mastering English,
which is the official language of the
group, Mr. Jeancourt-Galignani
said.

That way, older managers make
an easier transition and younger
managers are not held back, he
said.

ACE Ltd. has also gone through a
transforming merger, said Mr.
Duperreault.

In 1999, it bought the property
and casualty and international op-
erations of CIGNA Corp. and
changed from being a largely
Bermuda-based specialty insurer
into a worldwide commercial in-
surance company, he said.

With the huge increase in the size
of the operations, ACE had to
adopt a decentralized approach to
management, Mr. Duperreault
said.

"You have to allow managers to
operate. You have to give them
room to maneuver and a sense of
ownership," he said.

ACE regards its senior managers
as CEOs of their individual units,
Mr. Duperreault said.

"Through that process we look to
coordinate policy so things are be-

ing done to the common good," he
said. Ell
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OPINIONS

More tort reforms needed

FLORIDA JURY'S RECENT award of nearly

$145 billion in punitive damages in a class-ac-

tion suit against the tobacco industry ought to
breathe new life into the tort reform movement.

You don't have to like tobacco or tobacco companies
to feel that something's seriously awry with the civil jus-
tice system when a jury that had previously awarded less
than $13 million in compensatory damages to three rep-
resentatives of the class deliberates for only a few hours
before returning with a whopping punitive damage
award of almost $145 billion.

That the punitive damages award seems almost cer-
tain to be reduced-or even reversed-on appeal is be-
side the point. Such an outrageous award should never
have been made in the first place. After all, it was only
four years ago that the U.S. Supreme Court ruled in
BMW Of North America us. Gore that punitive damages
can indeed be so disproportionate to compensatory darn-
ages as to violate a defendant's constitutional rights. Un-
fortunately, the high court didn't provide a calculus for
determining the point at which a punitive award is so
out of whack with the underlying compensatory award
that it violates the Constitution.

Nonetheless, the punitive award in the landmark
BMW us. Gore case was about 500 times the compen-
satory award. In the recent Florida smoking case-Engle
vs. R.J. Reynolds Tobacco Co. et al.-the award was
more than 10,000 times the compensatory award made
so far.

Under Florida law, defendants in cases like Engle
have to post a bond of up to $100 million to appeal the
award. Outlandish as that may seem, until recently, the

law required defendants to post bond in excess of the ac-
tual award. Still, $100 million is a pretty steep price for
anyone to have to pay to get a day in court.

As we said earlier, you don't have to be sympathetic to
the tobacco industry to feel a sense of outrage at what
happened in that Florida courtroom. That outrage ought

to be channeled into a renewed drive at both the state

and federal levels for fair and meaningful civil justice re-
form.

A good starting point would be the issue of punitive
damages, to make sure that state laws are in line with
BMW us. Gore, hazy as that guideline might be. This
would require lawmakers to set limits on the size of an
award relative to compensatory damages, which would
serve as a reasonable guideline.

Class-action reform, which is drawing some support
in Congress but is highly unlikely to become law this
year, also merits some attention. Although the proposed
federal legislation-which would allow the removal of
certain class actions to federal court from state court,
where interstate interests are involved-would have had
no effect on the Florida case, it would help curb so-called
forum shopping, in which plaintiffs' attorneys file inter-
state suits in state courts most favorable to their clients.

Tort reform advocates can look back at an impressive
series of victories, primarily on the state level, over the
past decade or so. But the Florida tobacco award under-
scores that much, much more needs to be done. The best
possible effect of that unreasonable punitive award
would be its transformation into the rallying point for a
successful drive to restore reason to the civil justice sys-

tem.

Y 2K time bomb still ticking

[HE FYSTRRIAANI PEAR 0verhe millenium

its potential to bite the insurance industry is still
very much intact.

It turns out, as we now know, that the actual losses
resulting from the Y2K bug were few and far between.
There were no widespread meltdowns caused by mal-
functioning elevators, embedded chips, medical devices
or traffic signals.

Although very little in the way of actual damage
occurred after the clock struck midnight on Dec. 31,
1999, that fact is irrelevant to many companies that
spent billions of dollars to eliminate this risk. Indeed,
several companies now contend that the costly efforts
they undertook to avoid those losses should be covered
by insurance. Their argument for indemnification un-
der their insurance policies has yet to play out in the
courts.

Many in the industry-across the spectrum from buy-
er to intermediary to seller-likely have forgotten about
these lawsuits, or thought they would disappear when
nothing happened on Jan. 1. They may be even more
surprised to learn that new lawsuits seeking indemnifi-
cation for Y2K remediation efforts continue to be filed
(Bl, July 17).

The argument in all of these cases is that the "sue and
labor" clause in all-risks insurance policies should cov-

LETTERS TO THE EDITOR

Business Insurance welcomes letters to the editor.
The section is intended to be a forum for readers’
opinions and comments. We reserve the right to edit
letters for clarity or space. We witt not publish un-
signed letters. Please send your letters to Letters to
the Editor, Business Insurance, 740 N. Rush St.,
Chicago, IN. 60611; faz: 312-280-3174; e-mait: pwin-

ston@crain.com

er the cost of those remediation efforts. The clause pro-
vides coverage if a policyholder should act to "sue, la-
bor or travel” to minimize or avoid an actual or immi-
nent loss to covered property. It was introduced in the
17th century to assure that ship owners would take nec-
essary steps, such as jettisoning cargo, if it meant avoid-
ing the loss of an entire ship.

To the Y2K claimants, the analogy is apt, as there was
a very real fear that their insured operations could be
stalled or idled by the failure of computers to read the
change to the year 2000. Y2K remediation efforts were
made to avoiding business interruption that would have
proved costly to insurers, they argue.

If there's a chance that there may be coverage of these
remediation costs, companies may feel a duty to file a
claim or else face charges of negligence and possible di-
rectors and officers liability exposures.

If a court upholds buyers' sue and labor coverage ar-
gument, Y2K will swiftly return to the forefront of the
industry's mind as more companies file claims for cov-
erage and sue when those claims are denied. If insurers
win, the stakes are such that few plaintiffs will throw in
the towel before several appeals have been exhausted.

Regardless of the outcome of the first cases to go to
trial, this issue will take years to untangle. The Y2K
bug, therefore, is likely to continue biting the industry

for some time to come.

VISIT WWW.BUSINESSINSURANCE.COM

Business Insurance's editorial opinions and car-
toon also can be found on the magazine's home page
every Friday before an issue's publication date. The
Web site, www.businessinsurance.com, also offers
visitors a chance to provide online feedback to Busi-
ness Insurance, from letters to the editor to news

tips, to suggestions for improving the magazine and
Web site.
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10:45 AM
STRATEGIES FOR REDUCING
HEALTH CARE COSTS

Moderator:

Robert L. Gelb

President, Bay Brook Medical Services

A Division of QTC Management Inc.

Panelists:

Fred Scardellette

rrice President, Disability Management
Product Development

Intracorp

Victor L. Paganucci

Director, Integrated Disability Systems
Champion International Corporation
William R Molmen

General Counsel

Integrated Benefits Institute

12:00 PM

LUNCHEON

Hosted by: Hack, Piro, O'Day,
Mer/dinger Wallace & McKenna
Hall & Evans, L.L.C.,

Hinshaw & Culbemon and

Litigation Solutions Law Group LLP

1:15 PM

THE NEVW WORKPLACE:
MANAGING LIABILITIES DUE
TO CHANGING EMPLOYMENT
RELATIONSHIPS

Moderator:

Barry Thompson
National Practice Co-Leader of Disability

Management Services
Deloitte & Touche LLP

Panelists:

David J. Thompson
Work/Life Manager Diversity
Microsoft Corporation

Jeffrey W Pettegrew

Vice President, Risk Management & Insurance
Westaff

James R. Nau, CPCU, ARM

General Manage/; Worke,s Compensation
Residual Markets

NCcCI

2:15 PM

TOP WORKERS COMPENSATION
ATTORNEYS TELL YOU HOW
TO AVOID PROBLEMS WITH
CLAIMS

Moderator:
RISK MANAGER OF THE YEAR
Paul F. Buckley

7)?asury Diredor Risk Management
Lucent Technologies Inc.



Presented by Business Insurance and IBF-<International

Panelists:

Patricia J. Clisham

Member & Chief Marketing Officer
Hall & Evans, L.L.C.

John T. West

Partner

Hack, Piro, O'Day, Merklinger,

Wallace & Mcl<enna

Mary Skelton

President of WORKDOTCOMRCOM
Workers Compensation Solutions,
Services & Consulting

Cheryl Wilke

Partner

Hinshaw & Culbertson

3:15 PM
TABLETOP EXHIBITS &

REFRESHMENTS

Hosted by.- Bayne Consulting Group, Ltd.

3:45 PM
ADDRESSING PRIVACY ISSUES
AND LEGAL EXPOSURES
FACING EMPLOYERS: WHAT
EMPLOYERS NEED TO KNOW
Eric Oxfeld

President

UWC Inc.-Strategic Services on
Unemployment & Workers'
Compensation

Terrence Delehanty
General Counsel

NCcCI

4:30 PM

FIGHTING FRAUD IN AN
INCREASINGLY CHALLENGING
ENVIRONMENT

Moderator:

Tim Fargo

President

Omega Insurance Services

Panelists:

L.A. Andy Casto, CPCU
Director Workers Compensation
Kmart Corporation

Anshell Boggs

Workers Compensation Manager

Pep Boys

Tim East

Manager, Risk Management Business Process
The Walt Disney Corporation

5:30 PM

COCKTAIL RECEPTION

Hosted by: Kemper Insurance Companies

WEDNESDAY, OCTOBER 18

7:45 AM
CONTINENTAL BREAKFAST

Hosted by: Intracom

9:00 AM

A PRACTICAL GUIDE TO
DEVELOPING AN AWARD
WINNING ERGONOMICS
PROGRAM: CENTER FOR
OFFICE TECHNOLOGY WINNER

COMMENTS FROM SOME OF LAST YEAR'S ATTENDEES:

"Great range of ideas and approaches. The conference

provided new and current iformlfion. Speakers had
significant experience.” s ,

Diane Perkins, SVP Risk Management « Teantaff Eompanies, Inc.
_—1—/_.1 —

"Still yet another gireat yeafrain opponlunity to learmn more

about integratioA and a great networking opportunity. "
Sharon Van Sant, Cle%ims,lMar}a/g;r' ergen Brunswig Corp.

"This conference*updates.me and.my sta#on<what is working

successfully as well as specific contacts with professionals who

are in.the mainstream Of making it happen."

Barbara Y. Anderson, Finance Smvices Manager. Risk Management « Metropolitan Water District

REGIS TRATION

To register or to receive more information, please write or call

International Business Forum IBF eInternational Business Forum

V I B I: 100 Merrick Road, Suite 500, West Bldg.,

Rockyville Centre, NY 11570

TEL: (516) 594-3000 « FAX: (516) 594-5979
E-MAIL: cathyf@ibforum.com « www.ibforum.com

ACCREDITATION

IBF-International Business Forum

has been approved by the California

Insurance Board as a course provider
for 12 CE credits.

For sponsorship infonnation contact:
Jennifer Carratu, Conference Producer at IBF
(5616) 594-3000, ext. 19
or email: jenniferc@ibforum.com

*These events available for sponsorship

Winner of "The 2000 Outstanding

087ce Ergonomics Award"
PRESENTED BY:

The Center for Office Technology

Panelists:
Elizabeth A. Grosh, CSE ARM
Loss Control Specialist

The Prudential Insurance Company
of America

Pamela Faccone, MS, ETT, HFI
Exercise Physiologist

The Prudential Insurance Company
of America

Diane Lee, MS
Ergonomist

Safety and Health Team
Seattle City Light

Steve M. Davis, M.Ed

Consulting Ergonomist

Prezant Assodates, Inc.

Former Ergonomist, Seattle City Light

10:00 AM
TABLE-TOP EXHIBITS &
REFRESHMENTS

Hosted by: Omega Insurance Services

10:30 AM

IMPLEMENTING SAFETY AND
LOSS PREVENTION STRATEGIES
THAT WORK

Robert S. Anderson, ACIl, ARM
President

The Worksafe Group

John Leonard

President

Maine Employers' Mutual Insurance Co.

Business Forum

1115 AM

BEST PRACTICES: HOW TO
MEASURE THE PERFORMANCE
OF YOUR DISABILITY
MANAGEMENT PROGRAM

Moderator:

Maria A. Bayne

President

Bayne C6nsulting Group, Ltd.

Panelists:
Elise Macinka

Safety and Risk Manager

Cox Communications OC

Peter Rousmaniere

President

Rousmaniere Designs

Bernadette Melchionne
Senior Corporate Insurance
Administrator

Mattel Inc.

12:45 PM
LUNCHEON WORKSHOP:™

INNOVATIVE TECHNOLOGIES
TO SAVE MONEY AND
EMPOWER WORKERS

Greg Owen

Claims Manager
Sears Roebuck & Co.

2:00 PM
CONFERENCE ADJOURNS

YES, please register me for the Eighth Annual Business Insurance
Workers Compensation and Disability Management Conference.

0 | am a service provider - $1,095 0 | am a risk, employee benefit or safety manager - $795

0O 10% Group Discount - $985
O 15% IBF Alumni Discount - $930

O Group Discount - $715
O IBF Alumni Discount - $675

0 Sign me up for the Golf Outing (Must register by September 17. 2000)

NAME

NAME ON BADGE

TITLE

COMPANY

ADDRESS

CITY/STATE/ZIP

TELEPHONE NO.

FAX NO.

E-MAIL

O Check enclosed (Payable to International Business Forum. Write WC '00 on the check.)

0 PLEASE CHARGE TO: 0 American Express 0 MasterCard/Visa

Cardholder name:

Billing Address:

Card No.

Signature:

Exp. Date:

O Please forward information about sponsorship opportunities. Contact Jennifer Carratu at IBF
(516) 594-3000 ext. 19 « Email: jenniferc@ibforum.com

O Please forward information about table-top exhibits. Contact Julie Tarsi at IBF

(516) 594-3000 ext. 14 « Email: julict@ibforum.com

New Group Discount Policies:

« Register two or more people from your firm and receive a 10% discount off each registration fee.

« Refer an industry colleague. Register at the same time and you both will receive a 10% discount.

(All parties must register at the same time to obtain a group discount offer. Cannot be combined with any other discount offers).

81 140
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Avoiding job discrimination lawsuits

By Gerald L. Maatman Jr.

Han 1esuee prolessionais-comaralecounsel

ourt’s recent decision |n’Rog eeves vs.
Sanderson Plumbing Products Inc. gave workers a
significant victory in employment discrimination litigation.
It makes even more important the need for careful risk
management of employment practices liability exposures.

In its June 13 decision, the Supreme Court eased the
evidentiary burden on plaintiffs in age discrimination cases
by lowering the amount of circumstantial evidence a
plaintif needs to prevail on the merits.

In practice, the Supreme Court made it considerably
easier for workers to get to a jury by avoiding summary
judgment. While the decision involved an age
discrimination case, the ruling affects all types of
employment discrimination cases, such as sex, race,
national origin, and disability discrimination litigation.

Most employment discrimination cases are resolved on
the basis of circumstantial evidence. Employers rarely
admit to job bias, and plaintiffs customarily litigate
workplace discrimination cases by focusing on facts from
which a judge or jury may reasonably infer that the
employer jntended to discriminate. For over 30 years, such
cases have been tried under an evidentiary framework
stemming from the seminal decision in Green vs.
McDonnell Dougks, which lets workers prove their case
through inferences drawn from circumstantial evidence.

In the three stages of that framework, a worker must
first establish a prima facie case: generally by
demonstrating that he or she was a member of a protected
class, was otherwise qualified for the position, and that the
employer fired or treated him or her in an adverse fashion.

The employer then must show that the personnel
decision was supported by legitimate, non-discriminatory

To prevail, the employee has to prove that the reason
given by the employer was just a pretext for discrimination.

The question presented in Reeves involved whether an
employee must produce additional evidence that
illegitimate reasons motivated the adverse personnel
decision, or whether merely showing that the employer was
not motivated by the offered reason---combined with the
prima facie case-is enough. Many circuit courts had held
that "pretext plus" other evidence of discrimination was
necessaly before an employer had to answer for damages in
a jury trial.

In Reeves, the Supreme Court rejected the pretext-plus
standard as a misconception of the evidentialy burden
borne by plaintiffs in workplace bias cases. The Supreme
Court indicated that when a worker demonstrates that an
employer's explanation of the personnel decision is
unworthy of belief, a judge or jury can infer discrimination

by the mere fact that the employer falsified the reason for
the personnel decision or covered up its true motivation.

In theory, the ruling holds open the possibility that a
showing of pretext for discrimination might not always be
adequate to sustain a finding of liability for an employee; in
practical terms, Reeves demonstrates that such
circumstances would be rare in the real world.

The Supreme Court also addressed an important
subsidiary issue regarding the evidence an appellate court
may consider when niling on a motion for judgment as a
matter of law under Rule 50 of the Federal Rules of Civil
Procedur'e. This issue is critical in workplace litigation
because employers have had considerable success-
particularly in age discrimination cases-in overtuming
jury verdicts based on arguments of bias or insufficient
evidence of pretext.

At issue is whether courts should consider all the
evidence in the case. or only facts that favor the winning
litigant. Associate Justice Sandra Day O'Connor wrote that
an appellate court should review all the evidence in the
record, but "the court must draw all reasonable inferences"
in favor of the victorious party, "and it may not make
credibility determinations or weigh the evidence. "™~
essence, the ruling will make it harder for employers to
overturn jury verdicts rendered in favor of plaintiEEs in job
bias cases.

Employers are already feeling the impact of Reeves.
More cases likely will survive summary judgment, and
there will be an increase in the settlement value of such
claims. Not unexpectedly, members of the plaintiffs' bar
also have predicted an overall increase in workplace
litigation, explaining that the decision in Reeves will
strengthen the resolve of lawyers who have been reluctant
to take on worker's cases. Because settlements often are
evaluated on the basis of a plaintiff's ability to survive
summary judgment, settlement values and negotiation
dynamics undoubtedly will be affected by the decision.

The impact of Reeves also will be felt by employers that
have lost jury trials, as plaintiff's lawyers will now have a
powerful argument with which to prevent a trial court
from overturning a jury's verdict.

At the heart of Reeves is a lesson in risk management:
Employers are playing with fire if they don't handle
personnel decisions with care, candor, consistency and
compassion. Proactive risk managers and human resource
professionals must structure personnel decisions in a
manner that safeguards employers' interests. Reeves
confirms that any adverse employment decision should
have a basis in fact and a legitimate business purpose
supported by contemporaneous documentation.

The termination of a worker is a good case study in this
context. Under Reeves, termination is easier to defend and
justify if an employer can show that it passes a notice-and-
fairness test. In other words, did the employer warn the

employee of the company's expectations-provide notice-
and did the employer afford the worker a sufficient
opportunity to confonn his or her behavior to company
standards? In this respect, employers have more discretion
and ability to terminate employees who did not follow the
company's rules and expectations.

An employer that uses a thorough set of personnel
practices, and administers them in a fair and impartial
fashion, can more easily show that its treatment of workers
is fair. Because courts and juries often view anything that
has the appearance of unfairness as constituting unlawful
discrimination, employers can more easily avoid
discrimination problems by ensuring that employees know
the basic ground rules and expectations. To that end,
before firing any worke, employers should be able to
answer the following questions:

* Does the employe have all the facts pertinent to the
worker and his or her particular situation?

» Was the employer's investigation of the employee's
situation fair and objective?

* Did the employee know what the company expected in
terms of job performance or workplace rules?

« Did the employee have a forewarning or linowledge of
the possible consequences of repeated rules violations or a
failure to improve job performance?

 Has the employee had a fair and reasonable
opportunity to improve his or her performance?

« Is the proposed discipline or termination reasonably
related to the seriousness of the employee's offense?

* Is there adequate documentation of previous
discussions between management and the employee to
show notice and fairness?

» Has the company treated similarly situated employees
in a consistent fashion in terms of discipline or tennination
for violation of workplace rules or poor job performance?

* Did the manager handle the termination in a manner
which he or she would expect if the roles were reversed?

Adoption of such loss cont:ml andrisk management
techniques will promote sound decision making.
Employment discrimination lawsuits under the new
standard in Reeves can be more easily avoided or defended
by proactive employers. Ell

Gerald L. Maatman Jr. is
partner at the law firm of Bak-
er & Mckenzie in Chicago. Mr.
Maatman is chair Of the firm's
Global Labor, Employment,
and Employee Benefits Prac-
tice Group.
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Worker with prior injury entitled to compensation

" eMpigyEeS AU SeouTenA ie:eourse

of Civil Appeals luled.

Herschel Oldham worked with heavy equipment. He
suffered a work-related neck injury in 1991 but declined
surgery until April 1995. During the period between the
initialinjury and the surgery, Mr. Oldham experienced falls
due to numbness in his legs. In August 1995, Mr. Oldham
was operating a heavy crane at work. A relief operator
arrived and Mr. Oldham climbed down the crane cab. He
rested against the crane's track and then eithe turned and
fell or took a few steps and fell as a nesult of the numbness.
His left shoulder was injured in the fall.

He filed for and was awarded workers compensation
benefits. But a panel of the compensation court: reversed the
award. Mr. Oldham appealed.

The appellate court said that when an employee is injured
in the course of employment and such injury is the direct
and natural consequence of a prior work-related injury,
then the new and distinct subsequent injury likewise arises
from employment, absent some intervening cause. Thus, the

LEGAL BRIEFS

new injury was deemed compensable and the lower court
decision was reversed.

Otdham vs. OK Iron & Metat, Court of Civil Appeals of
Oklahoma, Oct. 18, 1999, Certiorari Denied Oct. 18, 1999.
(B#01/Au. -$10)

Injury while off duty compensable

An employee who sustained an injury while off duly but
present at her employer's workplace to obtain her
paycheck, was entitled to workers compensation benefits,
the Pennsylvania Supreme Court ruled

Namie G. Hoffman, a clerk/secretary for Westmoreland
Health System, was paid biweekly. Employees had three
options for obtaining paychecks, one of which was personal
retrieval by the employee from her workstation. On Aug. 20.
1993, Ms. Hoffman was not scheduled to work but visited
the employer's premises only to obtain he paycheck, as was
her longstanding practice. While there, she fell and injured
her knees, left hand and lower back. She filed a workers

comp claim, which was denied. The compensation board
and trial court Affirmed the denial. Ms. Hoffman appealed.

On appeal, the employe argued that Ms. Hoffman's
presence at her workplace merely to obtain her paycheck
was not in furtherance of the business or affairs of the
employer and, thus, herinjuries did not arise in the course of
her employment. The court concluded that, regaldless of
other available options, an employee's presence at the
workplace to obtain a paycheck pursuant to an employer-
approved practice bears a sumcient relationship to a
necessary affair of the employer-payment of due wages-
to fall within the course of employment. Consequently, the
court said that Ms. Hoffman should IECeive workers comp
benefits.

Hof,nan us. W.CA.B., Supreme Court of Pennsylvania,
Dec. 23, 1999. (BI/03/Au. -$10)

These abstracts were prepared by Mayo H. Stiegler.
Copies Of these decisions are available by sending a $10
check payable to Mayo H. Stiegter, to Business Insurance,
740 N. Rush St., Chicago, m. 60611-2590. P70uide the listed
number./breach opinion.
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I_ t after a bee sting and, in rare cases, Overall, Jury verdicts against la- "adequate insurance to cover this P C in Rockville, Md "It basically
a ex can include death tex manufacturers have been claim,” she added She declined to comes down to what did the man-
The MeGinnis case was the first "mixec," and about 200 cases have provide additional details ufacturer know and when did it
Continued from page 2 of about 40 latex glove cases in been dismissed, she said Hundreds of other eases, howep- know it "
against it will preclude it from fil- California to make it through tri- As part of Baxter's 1996 spinoff er, are pending m federal courts in Standard defenses emphasize
ing hens against Ms MeGinnis to al California, and even more cases that latex is a common material
recover the workers compensation " We were pleased with the ver- are pending in other state and fed- found in many products outside
benefits it paid her, he said diet It was the first (in California), "It basica”y comes eral courts nationwide health facilities and that health
Judge William Pate, who presid- and the first cases are always dif- ; In addition, some federal and care workers are sophisticated
) . . . K down to what did the S .
ed over the recent jury trial, de- ficult,” Mr Harley said The histo- state jurisdictions have consoli- users
med the plaintiff's request that the ry of such mass cases is that plain- manufacturer know and dated large numbers of latex glove In addition, many would-be
jury consider awarding punitive tiffs typically get better and better when did it know it.' cases, which allows attorneys pur- plaintiffs are precluded from
damages, Mr Harley said verdicts as time goes by, he said ’ suing individual cases to share ev- bringing lawsuits because of
Ms McGinnis, now 41, has been An Allegiance spokeswoman of- says Christian C. Mester. idence and submit common mo- statutes of limitations Also, the
unable to find a Job in an environ- fered a different perspective tions exclusive remedy doctrine gener-
ment free of latex-related prod- "Baxter and the Industry has a Pending cases are being brought ally limits workers' recoveries for
ucts that could trigger symptoms pretty good track record,"” she under several theories, 1nclud_ng job-related injuries to workers
affecting her skin and respiratory said of the company, Allegiance agreed negligence, product hability, compensation benefits, although
system, the attorney said The McGinnis case was the first to indemnify Baxter for any glove- fraud, failure to warn, failure to that is subject to challenge
Reactions of latex allergy suffer- Jury verdict against Baxter in any related claims, the spokeswoman take action to reduce the dangers,
ers typically range from skin rash- latex-related case, she said Baxter said and breach of warranty, according McGznnis vs  Barter Health
es to respiratory problems similar has never settled any such cases Regarcless of the outcome of the to Christian C Mester, a plaint_ffs Care, Alameda Superior Court,
to those seen in an allergic person filed against it, she added appeal, though, Allegiance has attorney with Freeman & Freeman No 771258-2
= = ers and malpractice insurers likely Sledge noted cases that resulted in judgments, discount all causes except the
H e patltl S will engage in finger-pointing un- As do most blood banks, United but "a number have settled ' t| ansfusion "That's the plaintiffs’
til a court determines who is on today self-insures its liability risks across the country, and rulings in theory," he said
Continued from page 3 the hook, he said and buys excess coverage above its some suits have favored defen- Mr Cossa said it is unfair to ask
statutes do not apply to cases in- A plaintiffs attorney said that if retention, accoiding to Mr Sledge dants hospitals to pay the claims for an
volving transfusions performed the class is certified, plaintiffs will Blood banks are named in many Mr Cossd said some of the illness that could not be detected
before that date seek a large award of the Individual suits in claims in the class action date until well after most of the plain-
The class-action suit was filed in "You have to know that when Louisiana, but they have been back to transfusions that were tiffs contracted hepatitis C
June 1999, after Louisiana law- someone has hepatitis C, they are dropped from the lawsuit seeking performed in the 1960s "No other "There was no reliable test for
makers last year passed a bill that state allows these things to drag hepatitis C before 1991 We could-
required claims for injuries occur- on for 40 years," he noted n't find It, and we couldn't test
ring before July 15, 1982, to be ' .. . . . "Louisiana is alone in the U S blood for it,"” he said "We saved
filed by July 1, 2000 Louisiana is alone in the U.S. in in having a period of time in whicn lives," yet hospitals now are being

Suits involving transfusions transfusions are deemed strict-lia- accused of exposing patients to

having a period of time in which

performed after the law change bility claims," said Mr MeGoffin the disease even though the trans-

date are being treated as malprac- transfusions are deemed Str|ct_||ab|||ty Mr MeGoffin said plaintiffs fusions were life-saving measures,
tice cases cannot prove that a transfusion he said

Mr Cossa said suits against hos- Claims,' SayS Gary MCGOffln - caused the illness, so they use a Plaintiffs attorney Ms Jacobs,
pitals have the potential to drive process of elimination to deter- however, asserts that "there was a
up health care costs, as price in- mine that a transfusion was re- test as early as 1956" that cost one
creases may be needed to fund sponsible By claiming they were dollar to administer and was used
large awards While hospitals have going to die," said Darleen Jacobs, class-action status Although not intravenous drug users, sexu- in hospitals outside Louisiana
coverage to pay for current losses, an attorney with the New Orleans plaintiffs said they dropped the ally active with high-risk partners She said it is not known why the

any uninsured losses from old firm of Jacobs & Serrat, who rep- facilities because "they didn't de- or participants in other lifestyle test was not used in the state
hepatitis C cases would have to resents plaintiffs in the class ac- liver transfusions, the real reason situations that could cause the 111- "Hopefully, our discovery will tell
come out of pocket, said Mr tion "So how do you put a value iS because they are not-for-profits ness, claimants are attempting to us "

Cossa on human life? It has to be done- and many have no insurance and
"Margins at hospitals are very, and it will be high " few assets” to pay awards,
very thin right now Hospitals just Ms Jacobs said that if the class charged Gary MeGoffin, an attor- = The amount given will be too
don't have the cushions they once is not certified, plaintiffs will ney w.th Durio, McGoffin & Stagg N eW p I a n much for some people who are
had," Mr Coss@ said bring their cases against the hos- in Lafayette, who is representing healthy, while not enough for oth-
A further complication is that pitals Individually hospitals in the class action Cont:nued from page 3 ers who are ill and have to pay a
many facilities have been unable Dwight Sledge, executive direc- Of the hepatitis C suits filed in them to acknowledge they are rn higher premium
to find proof ot insurance cover- tor of United Blood Services, a the United States, most have been fact paying for their own health To overcome these bari'iers, a
age for claims that stretch back Lafayette-based blood bank, said in Louisiana, where Flaintiffs can care system could be implemented that
into past decades, he said And that "depending on the outcomes," take advantage of the state's strict To start the conversion process, would give employees credits, but

even if coverage is unearthed, lim- suits against blood banks in liability standard that doesn't re- employers need to educate emp_oy- not actual money, toward buying a
its probably were written to no Louisiana have the potential to quire proof of neg.igence, ob- ees about how much of their com- plan Also, the employei would still

more than $100,000 on policies "bankrupt our systems " He said servers note pensation goes to pay health care be the actual contractor, ensuring

from the 1960s, he said Some lat- two suits are pending against Theresa Wiegmann, general benefits For example, employers employees access to the system at a

er policies may have higher limits, United counsel for the Amer-can Assn of could spell out on workers' pay- group rate, while still providing

Mr Cossa noted, but prior claims Mr Sledge said United doesn't Blood Banks in Bethesda, Md, checks theli total compensa:ion enough choices to satisfy employ-

could have reduced or exhausted have patient records stretching said that while hepatitis C cases and the amount they're paying for ees, he said

those limits into past decades, but the blood are pending in other states, health care, Mr Abramowitz said And finally, the employer sub-
In addition, coverage disputes bank does have information on its Louisiana IS believed to have most But to switch successfully to a sidy can vary by employee, making

are likely to arise among those in- historical insurance coverage An of the cases "because of the defined contribution plan, employ- It easier for sick employees to buy
surers identified as underwriters undetermined amount of coverage uniqueness of Louisiana law" with ers need to manage that plan-just coverage

on some of the old claims, Mr IS in place that will cover claims if regard to strict liability She said as they do a defined contribution One solution Mr Sperling touted

Coss6 said General liability insur- the lawsuits are successful, Mr she is unaware of any blood bank pension plan-not simply give em- was the Sageo online system that

ployees money and dump them into Hewitt unveiled earlier this year

the health care marketplace he With Sageo, which becomes active

said this month, an employer gives its

665 - In a defined contribution health employees numerous options of

re th at O u retu rn It care plan, employees are responsi- plans from various insui ers The

e S u y - ble for selecting a health care plan employees enroll over the Internet,

and paying any difference between where they also can tap into a huge

If you're racing through this Issue of Business Insurance pecause you the employer contribution and the library of health-related 1nforma-

plan costs ton (BI, March 20)
"borrowed" it from a colleague, you should have your own subscrip- Without management by em- Mr Abramowitz, however, dis-
tion Then you'll be first on the list. You can take as much time as you ployers, many people simply will agreed with a fundamental aspect

like with all of Business Insurance's exclusive worldwide news of loss pull out of the insurance system if of Sageo With Sageo, employees

they pay more in premiums than can choose from health plans from

prevention, risk financing and benefit management every week. they receive in benefits, leaving various insurers But Mr Abram-

only the sick in the program, Mr owitz said a better approach would

TO SubSCI"Ibe, use the Cal"d |n thIS issue Abramowitz said be to have one msurer offer various

Currently, three obstacles exist plan types, such as HMO and PPO,

or Call 1 (888) 446-1422 Toll-Free. to adopting a defined contribution and cover all employees of one em-

plan, said Kenneth Sperling a con- ployer The employer would pro-

Ask about our L i . sultant with Hewitt Associates in vi(ie money at a set level and the

special 20%-off Subscription Rates in U.S. Dollars BUS| ness Rowayton, Conn employee would pay for the costs

group subscription for 1 year, 52 Issues. Insurance - Money given to employees to of a health plan that exceeds that
rate for five or more USA $89 Subsgcilption Dept buy health care is taxable as .n- amount

subscriptions A Canad.1%/Mexico %108 965 E Jefferson come ) . Despii_:e it? drawbacks, Mr Tay—

Al other countries Detroit, Ml 48207 - Employees can't buy insurance lor maintained that Sageo is a

great way to save . . as individuals in many places, es- move in the right direction for em-
money And avoid by expedited air 209 Outside the USA pecially if they are in poor health ployers

pass-along problems ~ Price includes Canadian GST Call (313) 446-0450

"The people who need it the most "It may not be perfect, but let's

won't be able to get it at any price,"” not let perfect get in the way of a
Mr Sperlimg said good step," he said
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INTERNATIONAL

GLOBAL BRIEFS

Cordis Consulting Ltd., the consulting
division of London-based Willis Group
Ltd, has been hired by the Turkish gov-
ernment to help create a national insur-
ance plan for earthquake and flood risk
Cordis will provide catastrophe and fi-
nancial modeling services and hazard
mitigation advice The plan is being
sponsored by the World Bank, as part of
the Turkish Emergency Flood and
Earthquake recovery program Sales
at London-based CGNU P.L.C. grew
24% m the first half of 2000, the compa-
ny announced CGNU said new-business
sales totaled £3 7 bilhon ($5 54 bilhon) in
the first half, giving the company a 10%
share of the U K long-term savmgs mar-
ket CGNU also announced it is form-
ing a bancassurance venture with Royal
Bank of Scotland. CGNU is to pay £600
million ($898.7 million) for a 50% stake
m Royal Scottish Assurance and Nation-
al Westminster Life Assurance, two RBS
subsidiaries London-based Moody's
Investors Services Inc has downgraded
Markel Syndicate Management syndi-
cate 329 to C- from B- U S -based
Markel Corp announced earlier this
year that it would withdraw its backing
from syndicate 329 at the end of 2000
Markel acquired the marine syndicate
after a merger with Terra Nova but said
syndicate 329 no longer fit its strategy
Moody's said the downgrade reflected
concerns about the "material uncertain-
ty over the future of the syndicate "
Lloyd's aviation loss adjusting division
has been sold to Charles Taylor Grcup
P L C Lloyd's Aviation was formed in
1960 to provide aviation loss adjusting
and surveying services Its current chief
executive officer, John McKay, will be-
come CEO of the newly created Charles
Taylor Group LAD (Aviation) Ltd

Nelson Hurst Professional Indemnity

and the U K Law Society's Sole Practi-
tioners Group have chosen Hiscox P.L C.
professional mderri-

Y-Attsk|'eapopaint

d

der Forbes Group Ltd, as its recom-
mended provider of E&O insurance to .ts
members in February Members of the
Sole Practitioners Group comprise al-

most half of the United Kingdom's law
firms Munich Reinsurance Co. has

announced it expects a 6% increase in
premium volume for 2000 The world's
largest reinsurer had previously forecast
a 3% to 4% rise in premiums At the
reinsurance company's annual meeting,
CEO Hans-Juergen Schinzler said that
favorable exchange rates and recent ac-
quisitions would help boost the compa-
ny's growth Mr Schinzler predicted
that Munich Re's reinsurance income
would rise by about 7% m 2000, while
primary insurance income would go up
by about 5% In 1999 the company
recorded $25 37 billion of premium in-
come The abolition of capital gains
tax on shareholdings in German compa-
nies wlll hkely produce a surge in profits
for large Insurers m the country, accord-
ing to ratings agency Standard and
Poor's Corp in London S&P warned,
though, that small rnsurers may become
vulnerable to takeover or rating down-
grades when the new rules go into effect
in January 2002 The abolition of CGT

on shareholdings will allow insurers per on Environmental Liability," pubhshed in existing E C directives-could no longer use as

with large cross-shareholdings to sell

their holdings and gain more flexibility Assn of Local Authonty Risk Managers and the they had compiled with regulations Further-

to expand abroad, S&P said The U K
Trades Union Congress has gone to the
Court of Appeal to contest the govern-
ment's implementation of European
Union parental leave regulations. Th€
TUC took the government to court in
May, arguing in the U K High Court
that the government's imposition of a
cutoff date for parents qualifying for
parental leave was unlawful The High
Court referred the case to the European
Court of Justice The court could take up
to two years to reach a decision
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Jaffray arguments end

losses that threatened to hit the market in
the 1980s and fraudulently recruited in-
vestors to provide capital to bolster the mar-
brought against Lloyd's in UK courts over ket when those losses hit
allegations of fraud with regard to asbestos- "When matters came to a head in 1981,
LONDON-Arguments in the high-profile related losses from the period 1978 to 1988 1982, the one thing Lloyd's could not prop-
Jaffray us Lloyd's fraud trial have ended, In the fmal week of the tmal, all three par- erly do was allow external names not to
after eliciting testimony from many key fig- ties involved-Lloyd's, the Jaffray names, know the problem was there," said Simon
ures from Lloyd's of London and forcing the and htigants in person-were invited to pre- Goldblatt, lead attorney for the names class,
market to revisit one of the most painful pe- sent their closing arguments Litigants in in his closing remarks
riods in its 312-year history person are names who are pursuing individ- One thrust of Mr Goldblatt's arguments
The 20-week trial attracted worldwide ual lawsuits against Lloyd's apart from the was that misrepresentations were made in
media attention, as witnesses such as former  Jaffray guit, which was backed by members the brochures sent to prospective names in
Lloyd's Chairmen Sir Peter Miller, Walter of the United Names Organisation Ironical- the 1980s
Nicholas "Murray" Lawrence and Sir David ly, Sir William Jaffray-whose original suit "The brochures are the essence of the mis-
Rowland took the witness stand and were developed into the class action-himself ap- representation You read them and you think
questioned about the market's years of peared as a litigant in person, because he you are entering a well-regulated market in
struggle in the 1980s and early '90s and split with the UNO over ideological differ- which you could rely on theresults," said Mr
names' allegations that they were fraudu- ences last year Goldblatt "But you couldn't"
lently recruited to Invest m Lloyd's In a suit that named 33 senior figures at Mr Goldblatt argued that key insiders at
The presiding Judge, Mr Justice Cresswell, Lloya's as defendants, the more than 200 ht- Lloyd's knew about the impending asbestos
is expected to deliver a verdict in the fall igating names argued that Lloyd's had con- problem and the difficulties there would be
The Jaffray case is the last that can be cealed the true extent of asbestos-related See Jaffray on page 20

EPL is among niches .
behind Besso's growth

By EDWIN UNSWORTH

Autumn verdict expected in case

By SARAH VEYSEY

.t flit . pufi

Mr Bird said that "even simple things," such
as giving employee references, can become an
LONDON-Employment practices hability employer hability This is "one of the biggest
is a growlng problem for U K employers and growth areas of employment practices habili-
msurers, resulting m a growing amount of ty," he said In Bntain, an employer is legally
bumness for one Lloyd's broker obhged to provide a reference when asked
Colin Bird, chief executive officer of Besso Consequently, a company could, on the one
Ltd,said, "It isa constantly evolving risk for hand, be sued by a former employee for writ-
employers, and it is one of the ing something that prevented
areas that almost every employ- him or her from gettmg anoth-
er will have to address at one er iob, on the other hand, the
company could be sued by the
new employer if it omitted
something from a reference

’ that resulted in a problem at

e new place of employment
Besso started out as an mde-
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stage or another That includes
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The obvious areas of expo-
sure include sexual and gender

r 8

Indian police explore the wreckage
of an Alliance Air Boeing 737 that
crashed last week in Patana, India.

PHOTO AFP

pendent Lloyd's broker in
1967 and eventually was ac-
quired by Jardine Lloyd
Thompson PLC It became
discrimination, but Mr Bird noted that there an independent broker again In February
are a number of less-overt areas, such as 1995, follownng a management buyout led by
claims of disabihty and of trauma to employ- Mr Bird The buyout was backed by aUS fi-
ees as a result of company mergers nancial group, Frrst Umon Corp Initially
Employee stress is also increasing as an em- First Union took a 5% shareholdmg, which it
ployment exposure, with myalgic en- increased last month to 20%
cephalomyehtis, or chrome fatigue syndrome, Mr Bird said the increased commitment of
an example of this type of exposure, Mr Bird First Union will enable Besso to accelerate
said In Britain, ME is regarded as a perma- the development of the company and increase
nent disability, because there IS no known the number of areas in which we operate”
cure See Besso on page 18

Scores
Killed

IN INndian

Groups respond to E.C. pollution white paper

Proposed regs criticized

By CAROLYN ALDRED

air crash

PATANA, India-More than 50
people were Killed-including six in-
dividuals on the ground-when Al-
liance Air Boeing 737 crashed in
Patana, India on July 17

The hull of the 20-year-old aircraft,
which is a total loss, was insured for
$8 million Coverage was led in Lon-
don by ACE London Aviation Ltd
and was brokered by Marsh &
MelLennan Cos Inc Details of the

be adopted by all E U states, next, the proposed
legislation would have to be passed by the Coun-
BRUSSELS, BELGIUM-Both pubhc-sector crl of Ministers-omprised, in this case, of the
risk managers and insurers are expressing con- ministers of the environment from each E U
cerns that passage of the European Commis- state-and by the 700-member European Par-
sion's proposed "polluter pays" environmental hament
hability regulations could hmder the develop- Passage of the stnct-hability legislation would
ment of appropnate insurance products mean that compames that engage in hazardous

In their separate responses to the "White Pa- operations-as specified m a handful of other, airline's liability coverage were not

available

February by the Eumpean Commigion, both the a defense that they were not negligent or that The plane was en route from Cal-
cutta, India, to New Delhi and
Comite Europeen des Assurances expressed dis- more, the white paper's proposals would Intro- crashed into a residential district in
satisfaction with the proposed legislation's calls duce fault-based habillty for non-hazardous ac-
for ecological hability for protected habitats and tivities that cause damage to nationally or EC-
species and requested the addition of more de- protected areas and species
fenses for polluters In a July 5 written statement about its re-
Interested parties had unt1 July 1 to comment sponse to the white paper, the Devon, England-
on the white paper, which outhnes an EC envi- based ALARM said that the European Commls-
ronmental hablhty program that would Impose sion's recommendation of a new hability for
stnct hability for hazardous operations through- "damage to nature," in addition to the tradition-
out the 15 member states of the European Union al "damage to persons and goods," has raised
(BI, March 20) Implementation of the white pa- concerns within the public sector
per's measures would require adoption by the The ALARM statement also questioned the
European Commismon of one or more direcbves white paper's wording, which "appears to open
detang the environmental habihty that should See Polluters on nert page

the northern Indian city of Patna,
where it was making a scheduled
stop There were 58 passengers and
crew on board, of whom at least six
survived after being thrown clear be-
fore the plane burst into flames

An inquiry into the cause of the
crash has been launched by Indian
authorities

Alliance Air is a subsidiary of Indi-

an Airlines

-By Edwm Unsworth
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"Efforts should be made by all of stances or activities wlll be unable to tense based on "state of knowledge" surance products are available
the parties to ensure tnat any envi- obtain insurance or, at least, m ade- In addition, ALARM called for fur-
ronmental liability regime does nit quate quantities,” said the CEA re- ther clarification of some of the posal to cap hablhties under the leg-
have an adverse impact on the fur- sponse

Polluters

At the moment, there is "no pro-
Continued from premouspage "woolly wording in certain sectors of islation, and any insurance company
the way for claims for retrospective ther development of a viable insur- "Where a business has gone the legislation-for example, no defi- would want to protect its product
hability payments for which there ance market, ' the CEA response stat- through the due process of risk as- nition of'significant harm' within the portfoho,"” Ms Taylor said
has been no accrued budgeting and ed, adding that the industry "wishes sessment, appraisal, management biodiversity regulations” The white paper's proposal to ex-
for which there is no insurance cov- to enhance existing covers and Intro- and commumcatlon in circumstances Also of great concern to pubhe- tend the ellgibillty of those who can
er duce new types of insiranee protee- where science cannot yet evaluate the sector risk managei s is the proposal claim compensation for ecological
"The key sticking point is over the tion, as well as maintain its leading risks fully, it would be inequitable to that, if the polluter cannot be found, damage to non-governmental orga-

trigger for hability being hnked to role in loss prevention attnbute liabihty or blame to the stnet habillty would apply to the aa- nizations, such as environmental

the'date of knowledge,' which could The white paper's objective, to seek business if the activity subsequently thority that issued the environmental grOUpS, IS also considered complex
include historic environmental dam- compensation by the polluter to pay proved harmful," the CEA response operating permit If enacted, this and difficult to insure, according to
age," the ALARM statement said

Overall, ALARM said, the insur- and rernstatement” of polluted sites,

for the "deccntammation, restoration explained proposal would make local authori- the CEA response

"The insurance industry is anmous ties reluctant to issue such permits ‘A viable insurance market is more
ance market m Europe has yet to"re- including ecologlcally sensitive snes to make products available which unless they had adequate insurance likely to develop if the ehgibility for
spond adequately and cost effective- not owned by the polluter, would provide the nght level of protection protection, according to ALARM's claiming is hmited to those persons
ly" to the liabilities that would stem bnng "completely ne,r aspects to ha- to businesses Insurers must, howev- chief executive officer, Liz Taylor who have a legal ownership of the
from such ennronmental hability bihty law (and) create a number of er, be able to assess and quantify nsk 'It is vital for local authorities that property affected, plus competent
specific issl-es which are extremely and reinsurers must, similarly, be this is resisted strongly, since it authonties carrying out their statuto-

Echoing ALARM's concerns, the complex and for which no ready- able to assess and quantify the bum- would mean that the encouragement ry duties," the insurers' response

regulabon throughout Eurofe

CEA, the Brussels, Belgium-based made solutions are currently avail- ness accepted," the CEA response of essential enterprise and economic said

association of European msurers, able," according to the CEA re- noted growth is restneted, due to draconi- "It appears to be optimistic to state

said m its response to the white paper sponse The ALARM statement also said an standards imposed by regulatory m the white paper that the avallabil-

that extending habihty to ecological Nonetheless, "the insurance mdus- that the allowable defenses for envi- bodies," Ms Taylor said ity of insurance cover for natural re-

or environmental damage, Including try is ready to work with stakehold- ronmental damage proposed by the Ms Taylor said that this proposal source damage is likely to develop in

it said white paper are too hnuted and should be reconsidered, and enact- the near future," the CEA response

biodiversity damage, would present a ers to seek solutions,
difficult challenge to Insurers Among the changes that the CEA should be widened to include a de- ment delayed, until appropriate m- said
"In many cases, restoration ot this called for m the proposed legislation
type of damage is not possible To was that regulations not apply
The other 40% of Besso's current

meet the prerequisites of insur:bih- retroactive_y "This vull assist busi- menting a strategy as from tak-ng

Besso

Continued from previous page

ty, means would have to be decided nesses considerably w obtmning s.nt-
to establlsh the quantum of compen- able insurance protection," the re-
sation to be paid by the hable party sponse said

The means would need to be rellable

advantage of opportunities business is split fairly evenly among

"If tomorrow an opportunity marine and aviation coverage and
came along that turned us back into an international division, operating
85% North American because an- mainly in Europe, that handles all

Besso plans to strengthen its po- other team showed up, I'd do that non-marine business other than

The association response also stat- and the revenues they generate
and consistent within the E C and ed that absolute hability for polluters

not be sublect to variations die to can be pronded for by the insurance sition by acquiring businesses and as well,"” he said

emotive influences," the CEA noted mdustry only if polluters are allowed taking on new brokenng teams that
in its response, dated June 27 more defenses than w ould be permlt- possess specialist-market knowl-
"This is a highly complex area and ted by the proposed legislation Those edge Besso has already attracted a
may be better served by the Hnposi- defenses are an act of God, an inter- property team away from a rival
hon of other penalties upon the pol- vention by a third party, a contnbu- Lloyd's broker, said Mr Bird, who
luterto act asa deterrent,"” stated the tion to damage, and the consent of a declined to name the other broker
When Besso left JLT m 1995, it
this type of damage be excludec from ommendec the adoption of the state- had a staff of about 25 and just over
the regulations "until such a time of-the-art defense, which would ab- £2 0 million ($3 O milhon) in annual
that all the difficulties m quantifying solve a polluter of hability if it c,uld brokerage revenues It now has 114
ecological damage have been re- prove that its processes Incorporated employees and estunates that it w111
solved, to which end insurers, for the most-modern technological and finish the year with £12 0 million

CEA response, which suggested that plaintiff In particulai, the CEA rec-

their part, are ready to contnbite " scientificinformatlon avallable at the ($18 O million) in brokerage rev-
"To secure the ongoing contribu- time that the pollution occurred enues, up from £8 5 million ($13 8
tion by the insurance industry for the "Such a defense provides forade- million) in 1999 It iS expected to
benefit of society as a whole, (we gree of legal certainty which w11 help produce profits of around £2 0 mil-
need) an economically weli-balanced insurers tc decide to whom msurance lion this year, up from £1 1 million
regime in the environmental area, may be made available and on what ($1 8 milhon) in 1999
with clear basic rules fully m Ime terms Without such a defense, itis a
with the polluter-pays prmciple,"the distinctpossibihty tnatthebusness- ceeding the estimate Not that | ex-

CEA stated in its response

"At the moment, we're far ex-

es which deal m hazardous sub- pect that to continue, but | am fair-
ly confident that we'11 come in the

way we're supposed to come in,"
S1&. Mr Bird said

He said that much of this success
stems from the fact that most of

esso's senior management team

- .A—-rJi B
'F *' **I-I- has been together for 15 years An-

Pholf 31é)°/o4940£Faf»(312*4r§79 1741 eMEeJQ.%%%ﬂgaa%ang@g

-53.
- «|E-itiillfi@crairr.e-jrir American property

-9 ness, marine, aviation and profes-

r element of Besso's success IS

sional indemnity insurance

"Our attention to your business is
done at the highest level We of-
fer a personalized service that the
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still very personal,” Mr Bird said

When asked if he regards Besso as
a niche broker, Mr Bird replied in
www.businessinsumnece.com the affirmative "Yes, | would de-
fine us as a niche broker, but |
would define it in a fashion that
Benefits: says that one of the things we can
your do well is move quickly We are
small enough to be flexible enough
to move to the demands of the mar-
ket," he said

In the future, Mr Bird said, he

expects Besso to contmue to expand
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North America And it has been the

Call now to reserve company s strategy to spread some

of its reliance from America to the

Business
Insurance

!
your ad space ! rest of the world, and that unll con-

tinue," he said
Mr Bird said that this develop-
ment arose not so much from imple-

(312)649-5340

that from North America

PHOTO AFP
Visitors to a museum in Rome admire "La danse," by Henri Matisse.
The painting was on loan from the Hermitage Museum in Russia.

Broker was poised
for a quick move

Six weeks ago, on the morning ing had been illegally confiscated
of June 13, organizers of an exhibi- from him after the Russian Revo-
tion m Rome of French Impres- lution of 1917
sionist paintings on loan from the To prevent the impounding of
Hermitage Museum m St Peters- that painting, and possibly others,
burg, Russia, were given three by the Italian courts the Her-
hours notice to get some $500 mil- mitage decided to ship some of the
hon worth of paintings out of Italy works back to Russia immediately
If the paintings weren't shipped But the original msurance cover-
out by midday, the organizers were age had placed on it a subhmit of
told, they might be subject to con- $55 milhon on any single ship-
fiscation, pending a court case ment-a common practice, used to

Lloyd's of London Insurance discourage the transport, and pos-
broker Besso Ltd had brokered sible loss, of too large and valuable
the coverage for the transport of an individual shipment of art-
the paintings between St Peters- works at any one time
burg and the art gallery in Rome,
which was located at the Quinnale tive officer, said that the brokerse-

Colin Bird, Besso's chief execu-

Palace, the residence of the Itallan cured an extra $50,0000 m premi-
president Besso was hastily called um by quickly arranging for the
m agam to arrange the additional transport of $500 milhon worth of
coverage required for the speedy paintings in a single shipment
return of the painbngs to Russia from Rome to St Petersburg

The situation arose when a Mr Bird said that the possibility
Frenchman, Andre-Marc De- of descendants, particularly those
locque-Fourcaud, claimed owner- of Jewish heritage, malang claims
ship of one of the exhibit's paint- of historical ownership of works of
1ngs Mr Delocque-Foureaud said art is now a particularly large ex-
that his grandfather, who was posure for mternational art exhibi-
Jewish, had owned "La danse,"” by tlons

Henn Matisse, and that the paint- -By Edunn Unsworth
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$30 MILLION CA/AZ PERSONAL Vice President of Underwriting

LINES AUTO MGA seeks equity Hou on Ca ualty Company, a specialty
partner to purchase all or part insuran e ompary, is seeking a Vice

of company and acqui e new Pres,de of Underwriting Candidate
underwriting markets 12 years must have a minimum of 10 years

profitable ope a ing expe ence of senior level Insurance company

£xnerience, Rlease. sent Yqut resumes InsureTrade com, headquartered in Orange County, California, is a funded

713-744-9688 Houston C:sualty Company
is a subsidiary of HCC Insurance Holdings, solution that will revolutionize the way parties in commercial insurance do

1A, {AHISE: syanbolHGGHHGE plfers a bys

Reply to

HRCen u y@ho ma | com
o Fax 310 768 0332

unde ritingJOBS.com
The Employmen S te for Underwr ters

Growth OPPORTUNITIES w th a
p ogres e In u ance agency, competitive
ala y good benefits, ccngenial office
.tmo phe e 5 pos ions available

Visit us at uw oB "

Or call us a 972 470 0505

1) Comm | Acct Mgr to service
lageacts

2) Comm'l Acct Mgr to service
sm/med accts

3) Pers. Lines Acct Mgr to service accts
m Greenwich office

MARKETING DIRECTOR

FOR P/C INSURANCE COMPANY
IN MID ATLANTIC STATE GREAT 41 Clms Mgr to service all clms

OPPORTUN TY FOR ONE WITH PROVEN 5 Receptionist in Greenwich office
TRACK RECORD, A SELF-STARTER,

ENERGETIC CREATIVE Eiperience required Send resume and

salary requirement to Anthony Rauccl,
SEND RESUME TO BUSINESS INSURANCE, Professional Risk Managers, Inc, 2500
BOX 3131, 740 NORTH RUSH STREET, Westcherer Ave, Purchase, NY 10577
CHICAGO, IL 60611-2590 Ph (914)253-8400, Fax (914)253-8650

=*2*ifil)

Employee Benefits

Consultant www.cta.org

California Teachers Association has an immediate opening for a hands-on, self-
motivated team player to conduct training programs on various health/welfare
topics, develop marketing plans for life & disabilitv plans, and coordinate mar-
ket research proJects.

Require a BA/BS degree, knowledge of State & Federal laws relating to fringe
benefits programs, proven success with marketing principals, direct mail cam-
paigns and marketing strategies for health & welfare plans; strong written /ver-

bal communication skills, and the ability to travel & work weekends as needed ("RCA Syndicate") Nathaniel S Shapo, Director of Insurance of the Slate of lllinais, is the statutory

CTA offers an excellent compensation pacKage that Includes. Salary to $95K,
employer paid FICA, auto allowances, 401 (k) plan, paid retirement plan, gener-
ous vacation and paid holidays 100% employer paid benefits package includes:
medical, dental, vision, EAP, and life & salari protection insurances For consid-
eration, indicate ad # P-307 on cover letter, forward 2 copies of resume to:

Cm

HR Manager
P.O. Box 921

Burlingame, CA 94011-0921
FAX: (650) 552-5006

E-Mail: mbuenrostro@cta.org

DIRECTOR OF RISK MANAGEMENT

The leader m pnvately managed public assembly lacilities has an excellent and immediate opening
lor a Risk Management prolessional The Director ol Risk Management position mil be oflered to a
skilled manager whose expenence includes

+ Design, negotiation, and placement for each line-of-business insurance programs(s),on a
worldwide basis

+ insurance billings and premium budgeling

+ Operational contract reviews and response for line-of-business literlace with, line-of-busmess,
managers and execul,ves, and Clients, on risk financing and loss control mal[Ers

+ Interiace with placing bfokers for worldwide insurance programs

+ Interlace with insurance company underwriters, claims reps, and auditors,

+ Interlace with medical/denial insurance providers on Imurance ¢ )ntract administration and risk
financing

+ Ensuring line of business compliance with operating affeement(s) T&('s

+ Insurance policy administration
« Subcontract reviews and execution

« Responses to marketing eno[ls
+ Prepambon and maintenance of fsk management procedural maruals
All other duties/responsibilities as assigned

Ideal candidate will have at least 7 plus yeats experience, willbewe Iversed In coilract negotiation, delensesavailable lo RCASyndicate relating to all filed claims Allproofs olclaim must beduly

Business Insurance, July 24, 2000 / 19

1 9 63

www.businessinsurance.com
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INVITATION FOR BID
CONLET1T NI 1\ lai & INOT11T «1ON\N I Nli 111 S
The New York City Hous,ng Authority CNYCHA") requests Proposals from .
qualified INSURANCE CARRIERS for Consultanfs General & Profession-
IM al Liability Insurance Coverage's s
IE Coverages are to become effective December 1,2000.

usiness-to-business e-commerce IE Proposals shall be made In the format Included in the Invitation For Bid 1
Im package contaring Instructions, specifications and detailed submismon +

ness InsureTrade com offers you compefive compensation, the E 5orr?§1ﬂi%enTﬁ’UﬁnFi)@@ﬁ§Fﬁ @F&utpﬁﬁcb,tw TRIEH T Saeags e

i
ility to advance in a dynamic growing orgarization and a opportunlty to’  IgNew York, NY 10038 at (212) 509-0393. In order to be eligible, the
work m an uplifting and exciting environment that blends traditional M. 8 complete bid proposals must be received by 4:30 P.M. on

; ) September 15,2000. 5
business with contemporary technology
All Inquines for additional information regarding the Invitation

for Bid are to be directed, In wnting to Mrs Michelle Mason, Cun-

. . . . idA&,la ningham Group Inc, at the aforementioned address/phone
Develop user_relatlonshlp_s WIth n_atlonal p_roperty and casuaﬂtyr\w Rudolph W Glullani, Mayor, New York City s
insurance companies and/or agencies in the implementation and use of John G Martinez, Chairman, NVCHA
InsureTrade com

Sales Representative

Companv Information

Internet startup We are engaged in a

Responsibilities

Skills

Business
Insurance

Strong interpersonal, selling and written skills required Must know MS
Office applications and the Internet Must be goal oriented and

self motivated

Circulation Breakdown

Experience
Commercial Consumers

This position requires demonstrable experience as a regional marketing

manager for a national insurance company Administrative:

Contact Information CEOQ's, Pres,dents, and Owners, 4,281

. . Vice Presidents, Geneml Managers and

Please email your resume and salary requirements to Other Administrative P |
er Administrative Personnel 4,046
sales@insuretrade.com V
Financial:
<Announcements Chief Financial Officers and Vice Presidents

. of finance 4,252

INif'm,firrmTB , 'BUSIneSS OppOI’tunItleS Secretanes, Treasurers, controllers and
Other Financial Pemonnel 4,927

IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
COUNTY DEPARTMENT, CHANCERY DIVISION

-Help Wanted Risk/Employee Benefits:

Vice Presidents, Directors, Managers, and other
° I nternet Directory related department personnel of Insumnce, risk,
IN THE MATTER OF THE LIQUIDATION )
OF RCA SYNDICATE #1 LTD ) NO 00 CH 07217

employee benefits, personnel, compensation,
+Legal Notices

pension, safety, secumy, Industnal relations,

. human resources and employee/
*Position Wanted

NOTICE OF CLAIM FILING DEADLINE AND PROCEDURES Iabor relations 14047
_ Sub-total 31.553
PLEASE TAKE NOTICE, thal on June 5,2000, the Circuit Court of Cook County, o '
Ilinois, entered an Order of Liquidation With a Finding of Insolvency against RCA Syndicate #1 Ud e RequeSt For Proposals Assodiations 242
Government, Unions and
and court amfmed Liquidator of RCA Syndcate ("Liquidator”) Whatever your needs in the Educational Insillubons 939
TAKE FURTHER NOTICE, Ihal on June 16, 2000 the Circuit Courlotcook County, Corporate Risk, Employee ~ Commercial Consumers
Illinois, entered an Order Fixmg Rights and Liabilities and Providmg lor the Filing of Claims and the B fit or M d Health Sub-total 32,734
Setting ol Claim Filing Deadlines ("Fixing Order') Pursuant to the Fixing Ordef all rights and eneiit or Manage . ?a InsumnceAgentsand Brokers 7,636
habilities of RCASyndicateand Its poligholders, cred,lors and stockholders,andall olher persons Care arenas, advertising In Insurance Companies 6.047
mlerested in s property of assets, arefived as of June 5,2000, Jnlessolhefwise provided mptior Bican help you fufl them Accourtants, Actares,
of subsequent ordefs of the Eourt Attorneys & Consultants 2,213

TAKE FURTHER NOTICE, thal all peisons, comp:nies of entities who have, or may Call Irais Amleshi at Adjusted, Appraisem, TPA's, C*ve Managers

have claims, agamst RCA Syndicate, Its properly or assets, or against an RCA Syndicate insured or & Health Care Prowders 1,232

poligholder, shall have the right to present and hle wilh the Liquidator proper proofs of claim on or 312-649-5340 Others Alied to the Field 1227
belore June 5,2001 814301}m (CDT) -

) ) o or E-Mail: Total Qualified 51,089

TAKE FURTHER NOTICE, that any insured under ai Insurance policy issued by RCA Non qualitied/Paid Subscnpbons 24

Syndicate shall have the right to present and file with the Liquidalor a proper proof of claim setting iamleshi@crain.com Single Copy Sales "

lolth a contingent claim on of belofe June 5, 2001 at 430pm (C DT) No contingent claim shall
TOTAL CIRCULARON 51,144

be allowed lor purposes of pamcipating m any distribution of estate assets that may be made al the
fourth priority level [215 ILCS 5/205(1)(d)] unless such claim has been liquidated and the insured
claimant has pmented and filed evidence ol payment of such clam lo the Liquidator on or before
June 5,2002 at 430 pm (COT) Any contingent claim for whkh a proper proof of claim is liled
on or belore June 5,2001 al 430[m (CDT) but which Is no liquidated on or belore June 5,
2002 at4 30 pm (CD T ), may be estimated pursuant 10 215 ILCS 5209(4)(b) lor purposes of
participating m any distnbution of estate assels thatmay be made at the lifth pnonly level [215 ILCS
51205(1)(e)] unless otherwise directed by the coud

TAKE FURTHER NOTICE, that the form and required content of all proofs of claim
aredescnbed m 215 ILCS 5/209 Prools olclaim, along with suppomng documents, if any, arelo
be Wed with, and may be oblamed Irom, the Liquidator of RCA Syndicate, 0/0 the Ollice 01 the
Special Deplly Receivef, located at 222 Metchandise Marl Plaza, Suile 1450, Chicago, lllinois
60654 A proof of claimshallbedeemed uled"with the Liquidator uponthe Liquidator's receipt
themol The Liquidator reserves Ihe nght torequire suchadditional information with respect loany
claim filed with him as he may deem necessary The Liquidator further reserves any and all

Fax: 312-649-7937
* Source Businessupallonal

breakdown of qualmed omulation,

Business
Insurance

November 29 1999 Issue as
submtted to BPA for December 1999
BPA Publishefs Statement

s Looking for a to fill tile job?

When the most talented men and women in the

Insurance Industry want to make their move,
they turn to

have a strong backgmund in casualty insurance coverages and employee medicalidental financing sworn to before an omcer authonzed to take oaths

programs with progiessive responsibilities m a Service Injusry-heav/contracting ofierlation BS
degmerequired CPCU and/or CIC ceilication, aplus ECEM/F/D/J

This position offers a competitive salary and benefit package Resumes must include salary
requirements lor considemtion and may be sent to

HR Manager Dir RM
701 Madcet St,
Phila, PA 19106
FAX 215-592-6650 EMAIL lobapp*mgworldcom

No Phone Calls

THE LAST DATE FOR FILING OF PROOFS OF CLAIM WITH THE LIOUIDATOR IS
SET FORTH ABOVE NO PERSONS, COMPANIES OR ENTITIES H#VING Oil CLAIMING TO HAVE
ANY CLAIMS AGAINST RCA SYNDICATE, ITS PROPERTY OR ASSETS, OR AGAINST AN RCA
SYNDICATE POLICYHOLDER, SHALL PARTICIPATE IN ANY DISTRIBUTION OF THE ASSETS OF
THE COMPANY UNLESS SUCH CLAIMS ARE PROPERLY FILED WITH THE LIQUIDATOR ON OR
BEFORE JUNE 5, 2001 AT 430PM (COT)

Business
Insurance

www.businessinsurance gor
Cathleen Travis
Call Irals Amleshi at 312-649-5340

Special Deputy Receiver L. .
for advertising details
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asbestosis-related losses, and It decision was made that "the crisis said "But the grand conspiracy is and Sir Peter Miller were conceal-
J affray knew that It was impossible to must be hushed up and nothing impossible, as the names now ing Information about asbestos-re-
quantify the losses " must be done to slow the recruit- know " lated losses, members of their own
Continued from page 17 Mr Goldblatt said that he found ment drive,” he claimed Mr Aldous also denied the families were underwriting on

in quantifying the resultant losses nothing surprising in the fact that The names allege that Lloyd's names' claims that Lloyd's syndicates exposed to such losses
But that information, he said, was impending losses had not been operated a "recruit-to-dilute" pol- brochures and global report and Mr Aldous described the losses

not passed on to names communicated to names, however, 1cy to bring new capital into the accounts contained misrepresen- incurred by names who refused to

"We place very grave evidence because of the "climate of arro- market to absorb the asbestos-re- tations about the state of the mar- pay their premiums to Equitas
on the fact that the Neville Russell gant secrecy” that he charged ex- lated losses It knew would cripple ket Ltd, the runoff reinsurer of
letter was written, spelling out the isted in Lloyd's at the time the market "There were no inaccuracies in Lloyd's pre-1993 long-tail liabili-
size of the problem and the impos- Mr Goldblatt also roundly criti- But Charles Aldous, the lead at- either the brochures or the glob- ties, as "a personal tragedy " But,
sibility of quantification There cized the regulation in place at torney for Lloyd's, refuted the als," he said he said, Lloyd's duty was to those
was nothing the committee could Lloyd's during the early 1980s claims of Mr Goldblatt and the Mr Aldous picked out some key names who had accepted the 1996
do to make that evidence go "An enormous gap existed in the litigants in person He said the statements from the Lloyd s reconstruction and renewal plan
away," said Mr Goldblatt "They area of reinsurance-to-close be- brochure to illustrate that it con- and had paid their premiums into
could not say that they did not tween regulation and an absence tained warnings about the risk of Equitas
know the problem was there " of regu|ati0n"' he said "A coach Names a”ege ond's underwriting at Lloyd's "The in- Many market observers say that

The letter in question was sent and horses could have been driven surance business is a risk bum- Lloyd's will likely win the case, as
to Lloyd's in ?—'ebruary 1982 by the through the gaps in the audit operated a 'recruit-to- ness-it is cyclical-there is no the names' accusation of
accounting firm of Neville Russell regime " dilute’ policy to bring new guarantee that a member will widespread fraud will be difficult
It warned that losses from as- The most vocal of the htigants m make a profit," he quoted Mr Al- to prove But few deny that having
bestos-related claims could be person was Sir William Jaffray capital into #le market to dous said it was inconceivable that the old charges once again
considerably larger than Lloyd's himself, who spoke of "hypocrisy, absorb asbestos losses. any prospective member reading dragged through the press will do
had originally estimated, court deceit and double standards" at the Lloyd's brochure could have nothing to enhance the market's
records show Lloyd's during the period from failed to appreciate that he or she reputation

Mr Goldblatt noted that some 1978 to 1988 would have unlimited liabillty Although he said he did not
senior Lloyd's figures continued to Sir William claimed that Lloyd's "grand conspiracy" alleged by Mr Aldous claimed that the want to comment specifically on

maintain that they were unaware was "bust" by 1982 and that he names to have taken place would names' case hung on Lloyd's rcle the Jaffray case, David Brotzen,
of the problem after that letter and other names would not have have required the involvement of as regulator of the market 'Tne the director of London-based rep-
was sent "Sir Peter Miller, in the joined the market had they been individuals from all sectors of the case against Lloyd's seeks to put utation protection consultant
witness box, claimed that 'as- made aware of the difficulties it market Such a widespread the responsibility on Lloyd's as Brotzen Mayne Ltd, said that
bestosis was below the level of his was facing He described the re- coverup, he said, was Impossible regulator, irrespective of the ad- communication is a key factor in
horizons,' yet we know that it was cruitment brochure produced by for the names to establish vice expected to be given to names reputational risk management
communicated to him," said Mr Lloyd's as "a lie promoted by Mr Aldous claimed that the 33 by their syndicates, managing "The issue is mistrust and how you
Goldblatt Lloyd's to willfully deceive both senior Lloyd's figures whom the agents, etc Lloyd's as regulator get over it It all boils down to
Mr Goldblatt said that the mar- existing and prospective mem- names accuse of fraud had no does not owe a duty to names," he having communicated too late,”
ket was vastly underreserved for bers " more information about asbestos- said Mr Brotzen said
the looming asbestosis disaster Sir William alleged that as- related losses than did other mar- Mr Aldous also expressed -n- "Those companies that do actu-
"There was huge underreserving, bestosis became a "taboo" sublect ket participants "If LIoyd's was credullty that 33 figures at Lioyd s ally keep people informed are the
which got worse, and not better, as at Lloyd's during the 1980s and fraudulent, then so was nearly ev- could all have behaved dishonest- ones that avoid the surprises,” Mr
the asbestosis claims continued to that the problem was kept qulet to eryone else who had the same kind ly He highlighted the fact that, Brotzen said "And when things do
flow," he said "Lloyd's knew that ensure that the market's recruit- of information,” including manag- during the very same period that go wrong, they seem to be given a
the market was underreserved for ment drive was not hindered The ing agents and intermediaries, he the names allege Mr Lawrence second chance mm

—I—O ba CCO William Ohlemeyer, vp and as- "We believe the verdict is gross- punitive damages, accordmg to iates, said the insurer maintains
sociate general counsel for Philip ly excessive and the punish- Jim Taylor, Atlanta-based south- that its coverage for tobacco com-
Morris, said at a press conference ment is wildly out of sync with the east regional manager of the Na- panies has always contained ex-
Continued from page | that 28 attempts to certify tobac- evidence the jury heard and the tional Assn of Independent Insur- clusions for health hazards relat-
In a statement, Mr Donahue co suits as class actions have been law governing such damage ers "That would defeat the pur- ed to cigarettes "That has been
said, "Federal courts, and all but relected, and, therefore, "this ver- awards,"” Mr Ohlemeyer said pose of punitive damages,"” he historic with the tobacco rndustry
one other state court, have agreed diet is going to be subject to a lot Indeed, in the case of BMW of said, which are levied to punish and insurance companies "
smokers have such different of scrutiny on appeal and is un- North America us Gore, the U S wrongdoers She said no other tobacco mak-
lifestyles, genetic factors, occupa- likely to withstand the appellate Supreme Court in 1996 ruled that W Dolson Smith, senior finan- ers have sought coverage from
tions and smoking histories that process " a punitive damage award can be cial analyst with A M Best Co in Hartford
those differences far outweigh the RJR's Mr Donahue said the so disproportional to a compen- Oldwick, NJ, said that wh_le it is Because these suits do arise
one thing they have in common- class of plaintiffs is so large that it satory award that it is unconstitu- hard to say how or when insurers from time to time, insurers
the fact that they chose to smoke makes the judgment phase nearly tional In that case, an Alabama might be dragged into tobacco lit- "should be looking at where their
The Engle case is the only case to impossible to complete "It took doctor was awarded $4,000 in igation, their duty to defend poli- exposure is," Mr Miller said If
come to trial where the court has over two years to try Just three in- compensatory damages and a cyholders could be the mos: likely insurers are found to be liable for

not recognized that, because of dividual cases," he said, and try- punitive award of $4 million be- route coverage, defense costs alone "are

the differences, smokers cannot be mg hundreds of thousands of cas- "We don't see companies about not a trivial issue,” he warned "It

treated as a class " es would take decades "It's just to put up reserves,” he said of in- can become expensive and cer-
"So far,. therc.e has b(-een a lot of unworl.<ab-le " "The tobacco industry is surers, but there could"be "some tainly IS an area that needs to be

case law in their favor in that re- Plaintiffs' attorney Susan expenses along the way planned for "

gard," said Philip D Miller, a Rosenblatt told reporters that the under siege, and some Depending on policy language, Insurers say they are not too

consultant with Tillinghast-Tow- next phase could be completed of this is going to spill Mr Smith explained, insurers concerned with being dragged

ers Perrin in New York "It has much faster than the industry may find they have a duty to de- into tobacco litigation

proved to be difficult to sustain a claims She said no mechanism OVer' tO inSUrerS, SayS fend tobacco companies in litiga- "It's on the radar screen” but

class action in many jurisdic- has been established to hear indi- Best's W. Dolson Smith. tion even if It IS decided that no not a big concern at CNA Finan-

tions" in tobacco cases, he noted vidual cases but there is the possi- coverage is in place "There could cial Corp, a spokesman for the
Tort reform advocates also say bility that cases could somehow be some impact, but we don’'t see Chicago-based insurer noted

the class never should have been be heard in groups it as something of immediate, se- Likewise at Travelers Property

certified Mr Daynard said he believes an cause the automaker failed to dis- vere impact " Casualty Corp, a spokeswoman
Sherman Joyce, president of the award will be upheld and agreed close that It had retouched the "The tobacco industry iS under said the insurer's attorneys had

Washington-based American Tort that individual cases could be paint Job on his car after it was siege, and some of this is going to little concern that tobacco makers

Reform Assn , said it was "totally heard much faster because many damaged in transit spill over," he said "But it's diffi- would be able to tap coverage ial

inappropriate"to award punitive of the questions answered m the Mr Daynard said that while to- cult to define in what area "

damages based on the evidence of trial do not have to be rehashed bacco companies love to cite the But that doesn't mean insurers

just three people who represented and witnesses won't be recalled Gore case, it actually provides "a should not keep a close eye on to-

a class of 500,000 to 700,000 peo- Still to come, however, is a rul- strong case" to support the award bacco litigation in case they are ADVERTISER

ple (see story, page 1) ing on whether the ludgment will in the Engle case "The court eventually found by courts to be
But other legal experts called stand Florida law prohibits a talked about circumstances in responsible for coverage, said Mr

the class certification proper damages award that would which huge damages are appro- Miller of Tillinghast I N D E X
Richard Daynard, chairman of bankrupt a company, and the pnate,"” he said of @™me Insurers have avoided liability

the Tobacco Products Liability $145 billion is almost 10 times the Although such a large award in tobacco cases based on exclu- Issue of July 24

Project and a professor at North- amount tobacco companies say was not appropriate in Gore, sions for bodily injury and prop-

eastern University in Boston, said they are worth partly because the automaker did erty damage claims Even so, Mr ADVERTISER PAGE #

that in cases such as Engle, "if the Stanley Rosenblatt, also a not endanger anyone's health and Miller noted that a handful of to- Burnham Systems 18

court is interested in justice, it has plaintiffs’' attorney, said immedi- showed no reprehensible conduct, bacco liability cases have named

to be sympathetic to the class-ac- ately after the jurors announced that IS not the situation with the insurers Business Insurance 10.11.15,16

tion approach " the award that he "coul(in't be Engle case, Mr Daynard suggest- In one closely watched case, CIGNA .
While a class action might not happier” with the size of the Judg- ed "All those points cut exactly Liggett is suing more than 30 of

be perfectly suited for such a case, ment He had asked for damages the opposite way in this case " its insurers under the personal CNA Corp e

"would it be very helpful in get- ranging up to nearly $200 billion Whatever the final outcome in and advertising injury sections of First State Mgmt Group 12

ting a plaintiff's day in court?" He wouldn't answer when asked if Engle, tobacco company insurers its policies, where the company

Mr Daynard asked "Absolutely " there was an amount he would are helped by Florida law, which claims the exclusions do not apply 1 Salvex com 4
"The Florida court said this is consider to settle the case doesn't allow punitive damages to (Bl, Feb 14) Liberty Mutual o4

what a class action is for"-bring- Tobacco company attorneys be insured except tn cases of vi- A spokeswoman for Har.ford

ing cases that otherwise would be plan to argue that the award is so cal,ous liability Accident & Indemnity Co , which MYND ¢

difficult or impossible to hear, he large that it iS afoul of guidelines Florida is among many states was named as a defendant in the Wausau Insurance Company s

said for such damages that prohibit insurers from paying suit along with six Hartford affil-
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Industry inspires
ideas for reality TV

In case you haven't noticed, there's a new breed of television pro-
grammmyg that is seizmg the attention of mllions of households,
sweepmg aside such traditional favorites as "60 Mmutes," "Judge
Judy" and "WWF Smackdown"

These new favontes are pnme-nme game shows and so-called
reality-based TV Every few weeks, the networks steal another idea
from European broadcasters and repackage it to run on prime-

time American TV, and the pubhc %obbles it upofasterthanapin

frosted doughnut Eventually, thcugh, théy are golng to run out of
good European concepts and be in dim need of fresh programming
ideas

So far, the ABC and CBS netwcrks are running away with the
ratings, based on ABC's "Who Wants to Be A Milhonaire?" and
CBS' double-barreled hneup of"Survivor" and "Big Brother "

Demand for these lands of stunulatmg and soul-stnng pro-
grams and ideas eventually woll outstnp available supply, howev-
er, both here and in Fmland and Wales, where many of these plots
may have onglnated Once that supply dnes up, U S television
magnates wdl have to seek a diferent muse

That's where we come m

| think this presents a real opportumty for creabve Insurance In-
dustry types to come up with gnpping and excibng ideas for new
TV programs based on everyday occurrences m thls industry.

Male and female television viewers m the
18-t0-49 demographc that is so coveted by
advertisers may be surpnsed to learn there's
a lot of drama m Insurance But, Just as they

w,fdAll discover watching some reality-based pro-
grams, that drama may be surrounded by
long stretches of mundane, bormg penods m

-11i 71 which nothing happens That's OK, though,

A because that downtime bwilds"dramabc
' tension" over when the good stuff's gonna
| happen That's the magical bond that keeps
people-glued:o their television screens and
commg back mght after night
I've come up with a few msurance-based TV ideas that | have
sent to the big network executives In Hollywood Let me share
them with you
* "Who Wants Their Million-Dollar Claim Paid?" In this show, a
panel of contestants vies to have their claims paid by an msurer
without any reservation of nghts letters, foot draggmg, outnght
denials or htigation
The format w11 be like a high-stakes quiz show, with contestants
facmg a senes of afficult questions on actuanal science and rem-
surance contract law, for which correct answers raise the amount
of money paid on the claim
Contestants can decide to stop at any time and claim their win-
nmgs before reaching the $1 milhon Jackpot, but if they go for it
and give a wrong answer, they forfeit all money, get slapped with a
lawsuit for contnbutory bad faith and have their current coverage
canceled
« "Consolidation Survivor!" In this program, 50 insurance bro-
kers are dropped on a desert island and have to forage for rodents,
edible bemes and fresh water while their employers engage m
merger and acquisihon negotiations As brokerages disappeardue
to consohdation, their employees are locked off the island The best
part is that when the contestants dwmdle down to three remammg
brokers from Aon, Wilhs and Marsh, the 47 others whose broker-
ages have been absorbed get revenge by piclang who gets to wm
* "Who Wants to Marry an Actuary?" Although this is based on
a popular Fox television program that ended m disgrace, annul-
ment and a Playboy pictorial, | think it has a real shot at success
with an msurance theme That's because of the element of surprise
You see, few people outmde of insurance know what an actuary
does and w11 be leery of marrying one, especially when they learn
that most actuanes majored in mathematics m college and are the
butt of so many Jokes But the Joke will be on them when they dis-
cover that actuanes have one of the highest-ranked careers m
terms of Job satisfacbon, make a lot of money and often wmd up
becormng CEOs of Bermuda msurance companies
« "I-Spy"mwhichateam of insurance fraud investigators fol-
lows workers comp clalmants around with hidden spy-earns m the
hopes of catchmg them hoistmg anvils, polka dancing or twirimg
Hula-Hoops around their allegedly broken necks
I'm expechng a biddmg war to erupt at any time for these ideas
from the major networks
Do you thmk they'll make it m prtme time? Would you watch

them?

Is that your hnal answer?

Editor Paul D Winston's commentary appean fortmghtly and at
www busmess:nsurance.com He can be reached at

pwmston@crain com.

k- Doroshow, executivedirectorofthe huge differenCe
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Tort

Continued from page |

that there can be some circum- punitive damages IS to have the
stances under which a punitive company mend its ways, not be
damage award is so disproportion- placed on the brmk of financial ruin
ate to compensatory damages that it This is why serious tort reform and
"It's good in the sense that it rais- is unconstitutional not hp-service tort reform will be
es the public's awareness that one "l think that BMW stands for the critical following the elections in
Jury can have this kind of power proposition that there needs to be a November," said Lance J Ewing,
over an mdustry," Mr Lammi said reasonable relationship" between vp-external affairs for the Risk &
One tort reform opponent, howev- actual damages and punitive dam- Insurance Management Society Inc
er, downplayed the likelihood that ages, he said "If you haven't deter- in New York and senior director-in-
reformers wall be able to use the mined what the actual damages are surance and loss prevention for GES
Flonda verdict to their advantage for the class, it's mappropmate to Exposition Services & Exhibit
"It was just a matter of time determine what the punitive dam- Group m Las Vegas
They've known an award like this ages should be " "One of the problems with this
was coming for years, which is why award is now there is a new high-
they've been on a mission for the last water mark for other juries to shoot
15 years to get themselves immu- at | think it will energze the busi-
om suits, . J ness community, and it's beginning
to sort of disgust the public,” said
between being punitive JIm Wooten, president of the U S
Chamber Institute for Legal Reform,
a Washmgton-based group that lob-
bies for tort reform on behalf of the
U S Chamber of Commerce

'1 think that there is a

New York-based consumer activist

orgamzation Center for Justice and
Dernocracy said of both the tobacco and being asinine,’
companies and pro-tort reform says Lance J. EWing.
forces in general
"I don't Bink they're going to suc- Mr Wooten also said that he has
ceed” in having the award over- < detected a change in publle opinion
turned, she said, because "now we In the BMWcase, Alabama physi- with regard to smokers' role in their
know what the documents say" cian Ira Gore Jr was awarded own illnesses "It's very interesting
about tobacco companies' knowl- $4,000 m compensatory damages that after the state settlements, there
edge of the adverse effects of and $4 million In punitive damages wasn't a lot of cornment that smok-
cigarette smoking because BMW had failed to disclose ers knew smokmg was dangerous "
ATRA's Mr Joyce said that the that it had retouched the paint lob In the wake of the Florida award,
details of the case raise some trou- on his sedan after it was damaged in the observation that smokers knew
bling legal questions transit that therr habit was harmful yet
"As a threshold matter, the case Mr Joyce also noted that, in the continued to smoke is becoming
should not have been certified as a tobacco class action, "the judge more common, he said
class," he said, pointing out that the specifically prohibited the Jury from Mr Wooten said he has received
court heard direct evidence from considering that these defendants calls from business people outside
only three of the 500,000 to 700,000 have entered into these unprece- the tobacco industry who fear the
people who make up the class "We dented settlements with the states" possible impact of even an over-
beheve it was completely inappro- to compensate the states for the turned award
priate for a court to award punitive costs of providing medical care for They're all wondering who might
damages to a whole class based on people allegedly harmed by tobacco be next, but they're also hving m the
the evidence of only three people,” A prominent risk manager also reahty that the bonding of these ver-
he said minced no words m criticizing the dicts is in itself a tremendous cost,"
Mr Joyce also pointed to the award cripphng their ability to get credit
Supreme Court's 1996 decision m "| think that there is a huge differ- and to tap capital markets even if
BMW ofNorth Amenca vs Gore, in ence between being punitive and be- the verdict is overturned on appeal,
which a sharply divided court ruled ing asinine The premise behind he said lim

PBGC

Conhnued from page |
executive director said

In its new guidance, the PBGC employer or be split between the
provides numerous examples of current and new sponsors
business transactions that could The agency also may request re-
weaken financial support for a cent actual-ial information, the up-
pension plan and that could be of date says All mitial injuries would

In fact, Mr Strauss said, had the concern to the PBGC Those trans- be made in writing, rather than
new guidance been in effect last actions mclude over the telephone
year, the agency would have made - A breakup of a controlled If a follow-up inquiry is made,
60% fewer contacts with employ- group, including the spinoff of a the PBGC may ask for financial in-
ers with regard to corporate trans- subsidiary formation about the employer and
actions = A transfer of significantly un- any subsidiaries It also may ask

Pension plan experts welcome derfunded pension liabilities in for the latest market value of pen-
the new guidance, saying that em- connection with the sale of a busi- mon plan assets and the number of
ployers want to know ahead of ness participants-active employees,
time whether a transaction could * A leveraged buyout deferred vested former employees
trigger a PBGC response « A major divestiture by an em- and retirees-affected by the trans-

"Having this document reduces ployer that retains significantly action
the surprise element," said Richard underfunded pension habilities If, after reviewing the additional
Joss, a consultant with Watson While these events might be of Information, the PBGC concludes
Wyatt Worldwide in Bethesda, Md concern to the PBGC, the agency that no action is necessary, the

"This will create a lot more cer- would contact a company for fur- agency would send a letter to the
tainty, so employers know in ad- ther information about the trans- employer advising it that the in-
vance what type of situations the action only when quiry was closed
PBGC is interested in, and to re- » The employer has a below-in- But, if the PBGC determmes that
duce the likelihood that corporate vestment-grade bond rating and the transaction could significantly
negotiations are not derailed," said sponsors a pension plan with a cur- increase the risk of loss to the
Larry Sher, a principal with Unifi rent liability exceeding $25 mil- agency's insurance program, it
Network, a benefits consulting unit hon generally would try to negotiate an
of PricewaterhouseCoopers LLP - Or, when the employer, re- agreement with the employer as an
m Teaneck, N J gardless of ItS bond rating, spon- alternative to the PBGC terminat-

The technical update in effect sors a pension plan with current li- mg the plan
clarifies guidelines used by the abilities exceeding $25 million and Based on past settlements, exam-
PBGC in what it calls its "early- unfunded current liabilities ex- ples of protections the PBGC
warning program " Under that ceeding $5 milhon would seek include
program, the PBGC monitors Even if an employer meets one of - Requiring the employer to
about 500 employers with under- the screening criteria, the PBGC make additional cash contributions
funded plans and has negotiated would be unlikely to Inquire about to the plan
agreements with employers when it a proposed business transaction - Obtaining letters of credit to
believed transactions, such as the unless the transaction "appears to secure promises to make future
sale of a company, could jeopardize pose a significant increase in the pension contributions
the health of its pension plan and risk of a long-run loss to the pen- « Obtaining a pledge of specific
ultimately lead to pension liabill- mon insurance program, or unless company assets to secure unfunded
ties borne by the PBGC we require additional information pension habilities

By taking early action, such as about the transaction to make this - In transactions involving sev-
reaching an agreement under ludgment," the technical update eral companies that are part of the
which the employer wlll boost plan says same controlled group, the PBGC
funding, the PBGC reduces the If the PBGC does make an in- may seek to obtain guarantees by
likelihood of a big loss if, for exam- quiry, it generally would request financially stronger members of
ple, the employer were to fail and information about the effect of the the group that are leaving to as-
its pension plan were terminated transaction on the involved defined sume the pension plan or pay for

The PBGC contacted about 200 benefit: plans, such as whether the the termination hability if the plan
employers last year, and those con- plans would remain with the cur- sponsor cannot support the plan
tacts led to 12 settiements rent plan sponsor, shift to the new following the transaction =1
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chapter, if you willl, in Aetna's deci- "If an employer has thought about
sion five years ago to focus its entire going to Aetna as a single source, ob-
raison d'etre" on health care, and it viously they've lost that opportunity,”
has not been deterred by the business' but few companies fit into that cate-
while global benefits is a relatively difficulty and volatihty, he said gory anyway, Mr McKeever said

small unit that handles benefits for There wasn't a whole lot of syner-

Deal

Continued from page |

Mr Donaldson said in his statement

U S employees working abroad for that "despite significant challenges, gy between the two operations to be- suit charges, for example, that Frontier announced it would in- |

multmational firms, an Aetna our health business is profttable, with gin with," agreed Douglas L Meyer,
spokeswoman said strong cash flows As a separate com- senior director at Fitch IBCA m
The deal provides that the holding pany, it should be able to bnng inten- Chicago
company and its remalmng sub- sifted management focus on improved On the other hand, employers that
sidiaries, Including the financial ser- service to our customers and en- do business with Aetna's financial
vices and international businesses, hanced financial performance" services operations may be happier
w111 merge with a newly formed ING with ING, said John L Ward, chair-
subsidialy man of the Cmemnati-based Ward Fi-
nancial Group Aetna had been preoc-
cupied with its problems with Wall
Street, and "they obviously had been
intending to invest their energy and

. capital resources Into the health busi-
the health care business,' ness ,,

Aetna Financial Services, the bulk 'Aeina has demonstraled
of whose busmess comes from Aetna

thalthey are determined

to make it or break it in

Life Insurance & Annuity Co, mar-
kets retirement and investment prod-
ucts to non-profit organizations, gov-
ernment entities, small businesses and
individuals It had $2273 milhon in
operating earnings before Y2K-relat-
ed costs last year and $72 4 bilhon in
assets under management and a better product than had they
Aetna International, which chiefly Refemng to last week's news that continued forward with Aetna "
sells hfe Insurance, health and retire- Aetna's second-quarter earnings willl One consultant suggested, however,
ment products in emergmg markets, be lower than expected, 1VIr Donald- that the deal might have a negative
had $194 2 milhon in operating earn- son said the results provide "an even impact on employers
1ngs in 1999 before Y2K-related costs stronger sense of urgency to make the "Aetna wlll now have to survive
The transaction, which is subject to changes necessaiy to get our health only on its health care operations,
regulatory and shareholder approval busmess on the nght track " which is probably the least financial-
and other conditions, is expected to He said Aetna is implementing sev- ly successful of all their operations,”
close by the end of the year eral initiatives to improve the perfor- said Richard Sinni, group and health
Following the deal, Aetna w111 re- mance of its health busmess They are care practice leader for Watson Wyatt
main the nation's largest health care » Restructunng its product portfo- Worldvade in New York
benefits company, with 19 5 milhon ho to provide greater balance in its As a result, "l would imagine the
health members, 14 8 milhon dental range of offerings Impact on employers would be less
members and 11 5 milhon group hfe « Improvrng relations with doctors positive than we would expect," said
Insurance members and hospitals Mr Sinni Because of higher medical
» Leveraging Aetna's mformation costs, Aetna may have to go back to
and Chief Executive Officer Wilham technology assets to meet con- employers and seek higher rates, he
H Donaldson said, "We have taken stituents' demand and achieve effi- said
an Important step toward our stated ciencies Others say employers will Indirect-
goal of dellvenng value to sharehold- - Being more selective about the ly benefit from Aetna's exclusive fo-
ers, while also taking into account the markets in which it competes cus on health care
concerns of our customers, employees » Realigning management and em- Right now, "management is really
and other constituents " ployee incentivesto encourage "cross- torn between a multiple group of
Ewald Kist, chairman of ING's ex- functional" cooperation products that really don'T relate to one
ecutive board, said the Aetna acqulsi- » Restructuring sales and broker another all that well," said health care
tion-along with ING's recent $6 1 compersabon analyst Doug Sherlock of the North
bilhon acquisition of Minneapohs- - Strengthemng management, Wales, Pa -based Sherlock Co
based RehaStar Financial Corp, starting with the selection of a new Initiatives such as developing Inter-
which was announced in May-"com- CEO net capabilities and managing admin-
plete our strategic goal of achievmg a Employers that now do business istrative expenses demand a lot of at-
top-10 position in the U S market with Aetna U S Healthcare are un- tention, Mr Sherlock said By divest-
Bullding scale is absolutely essential hkely to encounter any problems as a ing the financial services business,
to maintain the lead m today's finan- result of the deal, analysts say "the management team witll be able to
cial market” While the health insurance compa- focus all their attention on the very
With combmed U S premium vol- ny could use proceeds from the sale to tough busmess of managing health
ume of $20 2 bllhonand US assets reduce some of its debt, "the impact care costs," he said
under management of $716 bilhon, on the health care buyer is not going
the deal would put ING m the No 1 to be material, really” because the for a top executive for its health care
position in the United States m terms businesses were opei ated separately business Michael Carchllo resigned as
of combined hfe and annuity premi- anyway, said Arun Kumar, vp with president of Aetna U S Healthcare in
ums and would make it No 6 in terms Chase Securities Inc in New York May In addition, Richard L Huber
of combined statutory assets, accord- "H you're an employer, you're not resigned as chairman, president and
ing to ING going to see any difference, regardless CEO m February, and was replaced
The sale of these operations to ING of how Aetna disposes of their finan- by Mr Donaldson, who iS a co-
illustrates Aetna's commitment to the cial services business," agreed founder of the investment banking
health insurance business, analysts Wilham McKeever, a semor analyst firm Donaldson, Luflan & Jenrette
say with Paine Webber Inc in New York "We've said we have an active
"Aetna has demonstrated that they The financial services business IS search inder way We've narrowed
are determmed to make it or break it unhkely to be missed by employers the fiela and we're proceeding to get a
in the health care business," said that obtain health care benehts candidate on board as quickly as
Michael LeConey, an analyst with through Aetna, because there has possible,” said the Aetna spokes-
Dirks & Co in New York "It's a final been relatively httle cross-selhng

403(b)

Now, Mr Ward said, these financial
services chents "win have a shghtly
better chance of getting better service

says Michael LeConey.

In a statement, Aetna Chairman

Aetna also w111 focus on its search

woman

plan by those employees for paternalistic reasons-that 4 they
By getting more employees--espe- want to get more employees to con-
cially lower-paid employees-to con- tnbute to the plans
Continued from page 2 tnbute to 401(k) plans through auto- At the same time, extending auto-
irrelevant to 403(b) plan sponsors matic enrollment programs, an em- matic enrollment programs to 403(b)
If a significant percentage of rank- ployer increases the chance that ItS plans is an encouraging sign that gov-
and-file employees do not contnbute plan wlll pass non-discrimination ernment regulators are beglnnmg to
to a company's 401(k) plan, that m- tests view the plans m a more unified way
creases the hkellhood that the plan 403(b) plans, however, are exempt she said
wdlnot pass annual IRS non-discrim- from this non-discriniination test, And legislators also are starting to
mation tests Those tests are used to known as the actual deferral percent- break down ban'lers that separate
compare salary deferralsbyso-called age test Thatreheves non-profitem- 401(k) and 403(b) plans Last week,
highly compensated employees- ployers of an administrative burden for example, the House of Representa-
those earnmg at least $85,000 annual- that their private-sector counterparts tives passed a measure that would al-
ly-with those made by rank-and-file with 401 (k) plans face low employees moving between the
employees Generally, the average It also means that highly compen- pnvate and non-profit sectors to
contribution by highly compensated sated employees m the non-profit sec- rollover funds from 401(k) plans to
employees cannot exceed the average ton such as veteran professors and top 403(b) plans and vice versa
by made by other employees by more hospital administrators, needn't wor- "Perhaps, those in government are
ry that how much they can defer to startmg to think that 401 (k) and
If a plan falls the test, the employer the 403(b) plan wlll depend on defer- 403(b) plans are more similar than
must cut back on the contributions it rals made by lower-paid employees drfferent,” Ms Kellogg said
lets highly compensated employees But Watson Wyatt's Ms Kellogg The IRS' announcement regarding
make to the plan or must return ex- said that 403(b) plan sponsors may 403(b) plans goes into effect immedi-
cess contnbubons already made to the add automatic enroliment programs ately ial

than two percentage points

UPDATES

Frontier sells renewal rights

Conttnued from page 2
of misrepresentations between August 1997 and April 2000 The

crease its medical malpractice business by acquiring Western In-
demnity Insurance Co, when in fact it boosted premiums through
relaxed underwriting standards and "predatory pricing," the
complaint alleges

Frontier shares dropped 97% to $1 per share from $38 69 dur-
ing the proposed class penod, according to the complaint

Frontier in April agreed to sell Western Indemnity back to its
previous owner as part of a resrructuring plan

IRB auction again postponed

BRASILIA, Brazil-The sale of a 45% stake in Brazil's state-
owned monopoly reinsurer, IRB Brasil Resseguros SA, has been
postponed again following a Brazilian Supreme Court ruling that
Brazil's Congress should vote again on whether to allow the priva-
tization

The auction, which was due to take place July 25, will be delayed
at least until after the court considers the matter in mid-August

On July 14, Judge Marco Aureho Mello ruled in favor of a minor-
tty political party in Brazil, the Workers' Party, which argued that
the Congress passed the wrong type of law to permit the privatiza-
tion

The privatization law that was passed was an "ordmary" law that
required only a simple majority of the deputies voting to pass,
whereas a "complementary” law, which requires two separate votes
and a majority of all deputies to pass, is required, the judge ruled

The provisional decision by one judge will now be considered by
the whole court, said Jose Almeida, general coordinator for remsur-
ance at SUSEP, the Brazilian insurance regulator

The postponement marks the second time that the auction has
been delayed The original April 25 auction date was delayed after
another court determined that the original minimum bid for the
45% stake was too low The minimum bid has been changed sever-
al times and now stands at 522 rmllion reals ($290 4 million)

A group of five Brazillan and international companies have been
accepted as bidders Swiss Reinsurance Co, Munich Reinsurance
Co, Transatlantic Reinsurance Co , Bradesco Seguros, a Brazilian

insurer, and an investment group led by Banco Opportunity, a
Brazihan bank

Alirline crash suits consolidated

SAN FRANCISCO-Approxrmately 16 lawsuits stemmming from the
January crash of Alaska Airlines Flight 261 have been consolidated
and asmgned to a San Francisco court

A judicial panel in the Distnct of Columbia chose San Francisco be-
cause of its proximity to an ongoing criminal investigation of the air-
1me over allegedly improper maintenance work at its Oakland facility,
according to Juanita Madole, an attorney at Speiser Krause PC in
Irvine, Callf, who is representing famihes of three of the crash victims

All 88 people aboard died when the plane crashed Jan 31 off the
California coast Plaintiffs are seeking hundreds of milhons in dollars
in damages from the Seattle-based airline and Boeing Co, which ac-

quired the plane's manufacturer, MeDonnell Douglas Corp , after the ,

MD-80 was delivered to Alaska Airlines in 1982

An airline spokesman declined to comment on the htigation except
to confirm that the suits had been consohdated in U S District Court
m San Francisco under Judge Charles Legge

Boeing did not return calls seeking comment

U.K.'s Equitable for sale

LONDON-The world's oldest mutual 1rfe insurer, Equitable Life
Assurance Society, is up for sale after a ruling last week that the com-
pany must pay up to £1 5 billion ($2 27 bilhon) to compensate thou-
sands of annuity owners

The House of Lords, the United Kingdom's highest court, upheld a
Court of Appeal decision that London-based Equitable had acted un-
lawfully m reducing the final bonus payouts of thousands of customers
with guaranteed-annuity pension policies A spokesman for Equitable
said the size of the payout left the insurer with no choice but to seek a
buyer

In September 1999, the U K High Court ruled that Equitable had
been justified in cutting the flnal bonus payments to about 90,000 pol-
icyholders during the 1970s and 1980s because annuity rates fell be-
low those guaranteed by many of the policies But in January, the
Court of Appeal ruled that Equitable had acted illegally

Analysts say Equitable is worth about £2 billion to £4 billion ($3 02
bilhon to $6 05 billion), though some have said it could fetch as much
as £5 bilhon ($756 billion) Moody's Investors Service on Friday
downgraded Equitable's financial strength rating to Baal from Al

The U K -based mutual is not affiliated with the New York-based

Equitable Life Assurance Society of the US,an AXASA unit

Equitas surplus grows

LONDON-Equitas Ltd, the runoff reinsurer for Lloyd's of Lon-
don's pre-1993 long-tail liabilities, announced that net claims out-
standing reduced by 13 1% to £7 billion ($10 59 bilhon) for the year
ended March 31

Gross claims outstanding fell by 12 7% to £9 bilhon ($13 61 bilhon),
the company said

Equitas' accumulated surplus rose to £784 milhon ($1 19 bilhon), up
15% from the previous year The company's solvency margin, ex-
pressed as a percentage of net claims outstanding, increased to 11 2%
from 9 6% the year before
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| SUIT AGAINST RELIASTAR DISMISSED Re- and the Senate, but neither body has passed no decision had been made on the future of three-month penod that ended June 30, a
liaStar Life Insurance Co is not obligated to it and, with the legislative calendar rapidly the syndicate's underwriting or back-office 95% increase from the company's second-

reinsure hundreds of millions of dollars of shrinking, the chances of enactment this year personnel quarter 1999 revenues. Gallagher's net earn-
workers compensation business thar Ameri- are extremely remote ings for the second quarter were more than
can International Group Inc Intended to cede |, KEMPER CASUALTY STARTS EXCESS UNIT $14.7 million, which was a 12 9% increase

to it, a New York court has ruled New York 816 '"1' MARKETS FIRSTSALE The first sale of Kemper Casualty Co. has launched an excess over the comparable period last year J
Supreme Court Judge Barry A Cozier threw an insurance coverage product using the In- property insurance facility providing up to Patrick Gallagher Jr , president and chief ex-
out a lawsuit m which AIG unlts claimed they dependent Insurance Agents of America's In- $50 million in capacity to domestic and US- ecutive officer of Itasca, lll -based Gallagher,
had valid reinsurance agreements with Re- ternet-based system was made earlier this based multinational, energy, industrial and attributed the

liaStar, a participant in the 111-fated Unicover month The system, Big commercial company s sec-
Managers Inc wgekers ool. Under th . + Markets offers m- ] -ri - - -
agre men‘t‘s;ﬁe“agfg? Gvas ltjocﬁonfethe rein- 10 dependent agents ac- (( e m pe r ig:r?eersn‘?rlw(ecr:j:w %T;ﬁjtsqt‘c?ggrn;ew
surance coverage for Unicover pool mem- -n*0808111 cess to a portfolio of \ 111206 cu.waile. facility, Kemper business efforts
bers. AIG and ReliaStar never completed the Inm"9988 specialty, niche and Property, will and account-re-
agreements. though, and AIG has no contrac- Agent program insurance underwrite all-risk coverage, mcluding boiler tention pro-
tual right to coverage for the roughly $400 coverages Several in- and machinery, on A-rated paper on a mono- grams, as well
million in annual workers comp premiums it surance companies-in- line basis It also will support the integrated as a move toward higher premium rates

planned to cede to the pool, the court found cluding St. Paul Fire & Marine Insurance risk programs of Kemper Casualty's Kemper across most lines of coverage For the first
Judge Cozier simultaneously dismissed a Co, Chubb Corp, The Hartford Financial Solutions unit, and will offer limited Zone 1 half of the year, Gallagher recorded total rev-
third-party complaint RehaStar brought Services Group Inc., RLI Insurance Co , Red- earthquake and Tier 1 wmdstorm capacity to enues of nearly $312.7 million, a 10 0% m-
against E W. Blanch Co , the reinsurance bro- land Insurance Co and Vxglnia Surety Co - national accounts Kemper Property's typical crease over its results from the first half of
ker for the proposed deal He had earlier dis- offer policies through Big "I" Markets The minimum attachment point is $10 million, 1999. Gallagher posted net earnings of near-
missed Unicover as a defendant The Unicov- maugural sale was registered by mdependent and the minimum annual premium is ly $30 1 million for the first six months of
er reinsurance facllities dismtegrated m early agent Greg Blair of Nottingham Insurance & $50,000 Susan Doyle IS president ofthe new 2000, which is a 12 1% increase over the
1999 amid charges by participating reinsur- Financial Services Inc in Hamilton Square, unit of New York-based Kemper Casualty comparable period last year

ers and retrocessionaires that Unicover had N J The first policy issued through Big "I" Kemper Casualty is a member of the Long

hugely exceeded its premium volume projec- Markets was written with St Paul Fire & Grove, lll.-based Kemper Insurance Cos h BRIEFLYNOTED The tornado that struck a
tions Ultimate losses on Unicover business Marine New Jersey is the first state in which campground and trailer park July 14 in Pine
were projected to exceed $1 5 billion. Big "I" Markets tS available, it will soon be « ZURICH-WILMINGTON PARTNERSHIP Zurich Lake, Alberta, caused between $10 million

launched in other states, according to the U S. will partner with Wilmington Insurance Canadian ($68 million) and $15 million

| GENETIC BIAS FORECAST Federal legislation Alexandria, Va -based IIAA Each IMA state Co, a minority-owned U S property/casual- Canadian ($10 1 million) in insured proper-

is needed to prevent genetic discrimination m organization will determine whether the In- ty Insurer, to provide insurance to the rail- ty damage, according to the Insurance Bu-

the workplace, the director of the National ternet-based system will be available to its road industry The partnership will help rail- reau of Canada Most of the recreational ve-

Human Genome Instttute told a Senate panel members road industry companies-including rail con- hicles, trailers and automobiles that were
last week The problem of employment-relat- tractors, suppliers and service companies- damaged likely are insured, the IBC said

ed genetic discrimma- SYNDICATESHUTS DOWN Marlborough Un- satisfy federal, state and local government re- Guy Carpenter & Co. has appointed two se-

tion, while affecting derwrittng Agency Ltd syndicate 744 will ac- quirements for conducting business with mi- nior vps to help grow its specialty mitiatives

few workers now, cept no new business for the 2001 year of ac- nority-owned firms "This agreement is in di- group, which offers cedents access to the

FV-1 can be expected to count and will be put into runoff The move rect response to government and industry ini- New York-based reinsurance broker's spe-

C grow rapidly, predict- follows an announcement last week by mul- natives to foster private-sector business-to- cially expertise David Cameron has joined

, ed Dr Francis S tiline insurer CGNU P L C., which backed business relationships that enhance the eco- as senior vp of the Special Property Group,

Colhns, director of 80% ofthesyndicate'scapacity, that it would nomic vitality and competitiveness of small, and Ronald Colligan has joined as senior vp

the Genome Institute, withdraw from the syndicate for 2001 The disachantaged businesses," said Wilmington of the Life Specialty Group Mr. Cameron

which is located at marme excess-of-loss syndicate is one of 19 Chief Executive Officer Jose del Valle Wilm- was formerly a senior vp at E W Blanch Co

the National Insti- syndicates that Lloyd's has ordered to in- mgton, which is based in Wilmington, Del,is Inc, and Mr Colligan was a vp at Jefferson

tutes of Health in crease their capital base by as much as 20% certified as a Mmority Business Enterprise by Pilot Fmancial Cit
Mr. Collins Bethesda, Md Dr to underwrite m 2001 (BI, July 17) The cap- the National Mmority Supplier Development

Collms told the sena. ital loading was imposed on syndicates with Council The insurer, which was founded m To get breaking news as It occurs. visit Busi-
tors on the Health, Education, Labor and excessive losses and those that had made 1996, is rated NRI (insufficient data) by ness Insurance's tree online Updates at www.
Pensions Committee that they have the op- Poor forecasts Penalized syndicates must A M Best Co businessinsurance.com. All ot the material In the
portunity to practice "preventive legislarion" boost their capital by a stipulated amount to For The Record column, as well as ether content
by implementing sa feguards for the use of ge- continue trading in the market. Syndicate 744 | GALIASHERSEES RECORDOUARTER Arthur J in this week's issue. #s generated trom daily
netic information by employers Such legisla- was facing the maximum penalty-a loading Gallagher & Co reported record quarterly news postings that appeared on the Web site in

tien has been introduced in both the House of 20% of capacity Marlborough said that revenues of more than $158 4 million for the the#Pe Week

Find daily coverage on Corporate Risk, Employee Benefit and Managed Health Care News at www.businessinsurance.com
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CNA Financial Corp NYs 3631 3.49 674 4213 24 56 204 Tokio Marine & Fire ~NDo 51.38 743 1311 67.00  45.00 8o
CNA Surety NYS 11.75 3.59 o.62 1550 °.75 o7 Torchmark Corp NYS 24.75 1875 2539 1,950
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Enhance Financial S.Mces NYS 1500 ass 7.69 22.63 863 464 Unico American Corp NDO 6.50 400 714 1050 250 o ’
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Top advancing issues Seibels Bruce Group, Wellpoint Health Networks, MAIC Holdings Inc Leading dectiners Reliance Group Holdings, Clark Bardes Holdings, Aetna L Ie & Casualty Mostactive issue Catigroup. The B/Index decreased 07%, the Dow
Jones 30 Industrials dropped 0 7%, the S&P 500 went down 2 0%, and the NYSE Composite decreased 1 3% Average P/E Brokers, 20 2, Insurers/reinsurers, 16 6, HMOs, 1

Source CNET /nvesfor (Investor cnet com) Boulder, Colo



00

Cutibb LIBERTY MUTUAL NURSE CASE MANAGER

BUSINESS AUTO HOME LIFE

99 Go ahead, give meyour worst. Back
pain. Broken bones. Whatever injury
an employee suffers, nothing will stop
me from getting them back on the job
as safely and quickly as possible. By
coordinating the doctors, employer and
the injured worker, | keep the recovery
process moving. And being a Registered
Nurse with 28 years of experience
helps me know just what an injured
employee needs, from medical care to
rehabilitation. Because when it comes to
my job, the more pain | can deal with,

the better everyone feels. //

1 1%%(-Vf 3106 _t iki 14@tfli *11 Through proven recovery

programs, our experienced Nurse Case Managers helped save

customers nearly 700,000 disability days last year alone.
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