JULY 29,1996

Updates

Reinsurer loses battle to block

EMLICO's Bermuda liquidation
HAMILTON, Bermuda-A Bermuda
judge has ordered Electnc Mutual Liability

Insurance Co. mto liquidation, rejecting
Kemper Reinsurance Co's effort to halt the
wmdmg-up on grounds that it was part of a

gunnents in a ruling issued Friday, finding

conspiracy to defraud remsurers.
Bermuda Supreme Court Judge Richard
, Ground turned aside several Kemper Re ar-
®
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that EMLICO's winding-up petition is not
an abuse of process and that the liquidation
should not be delayed pendmg hearmgs on

Crain Communications Inc All .ghts reservec See Updates on nert page

Allstate Re acquisition boosts SCOR

Deal would put SCOR among top U.S. reinsurers  =i7i¢ Bemeurances bondonbased

arm, Allstate Reinsurance Co Ltd ,

MOVi ng u p the ran$ kS By JUDY GREENWALD ing to the Reinsurance Assn of which wrote about $67 million in
Net reinsurance America and Business Insurance net premiums in 1995 Allstate said
Reinsurers premiums written 1995 NORTHBROOK, Il -Allstate Corp 's plan to sell (BI, April 1) Allstate Re does not it is continuing to review its strate-
1. General Re 2,964,374 its U S -based reinsurance operations to SCOR U S participate in the RAA survey, gic options for that operation,
i' E:ZL?g:nrste iz?ligg Group will significantly strengthen SCOR's opera- though It would have ranked 17th which reinsures risks mainly in the
4 Transatlantic/Putnam 1’008,781 tions while enabhng Allstate to focus on its core per- in 1995 Apart from net prem_ums Umted Kilgdom, continental Eu-
5. Swiss Re Group 919,312 sonal lines businesses written, Allstate Corp does not rope, the Middle East and Far East
6. Berkshire Hathaway 777,000 The two compames last week reached a definitive break out any other financial data The announcement of Allstate
7 The St. Paul Cos. 713,474 agreement for SCOR to acquire for an undisclosed for Allstate Re Re's sale f[)110WS last month's an-
8 Munich Re 713,371 amount all the U S -based business of Allstate Rein- Not included in the sale is All- See Allstate on page 21
9 Prudential Re 667,697 ) R ) ; .
SCOR U.S./Allstate Re 656.656 * surance written since 1985 The deal, which is subject
10. Zurich Re Centre 602’269 to regulatory approval, should close by September,
11. Constitution Re 558,610 said Jerome Karter, president and chief executive of- -
12 Hartford Re Mgmt Co. 522,032 ficer of SCOR U S in New York l I I p Oyl I Ie I I rI S S S p u r
13 TIG Re Co 510,718 The sale would vault SCOR US,a unit of Paris-
14 F&G Re 506,818
15. NAC Re 476,048 based SCOR SA,toa spot as the 10th-largest US
16. Kemper Re 441,833 reinsurer, based on an estimated $6567 million in I leW OO S a Cove rag e
Allstate Re 400,000* combined 1995 net premlums written
17. National Re 334,392 This reflects the combination of SCOR U S''s $256 7 By DEBORAH remind you of what the nsks can
18 Underwriters Re 275,728 . . . N . y " . .
, milhon in net premiums and Allstate Re's net premi- o be," said Scott Lange, director of
19. SCOR U.S Group 256,656 . . . . SHALOWITZ COWANS g )
20 Si t Star R 217018 ums, which amounted to a "little under” $400 million risk management for Microsoft
igne ar Re s . . . . . .
Source Remurance Asen of America and Bus.ness /nsurance in 1995, according to an Allstate spokeswoman Headline-grabbing lawsuits and Corp in Redmond, Wash Mr
" Estimates SCOR U S last year ranked No 19 among U S re- settlements involving well-known Lange sale Microsoft currently

insurers based on net premiums written, accord- compames are spurring risk man- does not hai e EPL coverage

Blues backing state actions
against tobacco companies

agers to consider employment "There's c learly a broad aware-

practices hability insurance more
than ever before

. . Employers will find more coverage
However, there typically is a lag . K X
time-sometirnes as long as several options in the growing employment
years-between when risk rmanag- practices liability market ... Page 14
ers first start thinlang about buy-
mg EPL coverage and when they ness that the exposure's there and
actually do The pnmary reasons It'S coming to the forefront,”

By MICHAEL BRADFORD the Blues plan in Massachusetts is ously very heavily engaged in pre- for this delay melude the cost of agreed Bill Johnson, risk financing

chipping in an undetermined vention and wellness matters "

the coverage and the fact that em- manager for Hallmark Cards Inc

Several Blue Cross & Blue amount in the fight there Mary- Ten states have sued tobacco ployers may have to glfe up con- in Kansas City, Mo Hallmark just
Shield plans are taking an active land's attorney general also may companies to recover Medicaid trol of defending such cases when recently obtained EPL coverage for-
role and Joining states in their get some help from the Blues plan costs and other expenses related covered by EPL insurance the first time, Mr Johnson said

fight to make tobacco companies -n that state, and Blue Cross of to smoking

"We've seen some fairly sign:fl- Despite growing interest in the

reimburse the costs of smoking- Washington & Alaska is consider- The tobacco industry has fought cant cases around the country that See Coverage on page 14

related allments ing whether it should be involved back in Minnesota, attempting to
While Blue Cross & Blue Shield in Washington's suit against to- have the Blues plan there removed
of Minnesota is the only Blues bacco firms from the litigation But last
plan to join as a plaintiff in a "This is unusual"” but necessary, week tnat attempt was thwarted
state's suit against the tobacco in- said a spokesman for Blue Shield when the Minnesota Supreme
dustry, others are contributing & Blue Cross of Massachusetts, Court agreed with a lower court
money or considering doing so "because the medical evidence is that "the plaintiffs complaint has
Blue Cross & Blue Shield of clear that smoking has a deleteri- sufficient strength to go forward
Connecticut has pledged $1 mil- ous effect on people's health " on its consumer protection and
lion over four years to help defray And "as a health care conn- equitable relief claims "
the state's cost of litigation, and pany,"” he added, W< are obvi- See Blues on page 23

Congressional issues on hold

H ' years prepared to convene have acted after Congress dealt Prem-
BUSlneSSGS hopeS vanished Back then, product ha- dent Clinton his first veto ovemde

for SeSSion VaniSh bility reform, Superfund reform, All of the other measures are on
reform of the Occupational Safety indefinite hold

By MARK A. HOFMANN and Health Adrmmstration, and Reform proponents partially

overhaul of the legal system blame the White House for their

WASHINGTON-Risk managers seemed destined for action disappointing legislative perfor-

and insurers will have to wait until Now, however, such reforms re- mance They also pomt to an ambi-

at least the next congressional ses- main unrealized and unhkely to be tious congressional agenda shep-
mon to achieve the liability reforms seriously considered dunng the herded by inexperienced lawmak-
and other legislative goals they wamng weeks of the 104th session ers as a reason for the lack of prog-
have been pushing for the better The only malor reform to pass-a ress on their agenda, some of
part of two years modest product hability reform which was admittedly fairly low on
And they may be waiting longer bill-died under President the lawmakers' wish 11st

than that As this Congress pre- Clinton's veto pen Congressional But outside observers say insur-
pares to break for its final August negotiators already had lettisoned ers and their allies in the business
recess, the high hopes shared by in- more comprehensive tort reforms community deserve a share of the
surers and risk managers less than to reach consensus on the product blame for their failure

two years ago as the first Repubh- liability bill Only a narrow securi- These observers contend that
can-controlled Congress in 40 ties litigation reform bill was en- See Congress on page 10

A troubling trend

Sexual harassment claims and costs are growing, according
to data from the Equal Employment Opportunity Commission
and Fair Employment Practices Agencies

Number of charges filed Merit resolutions*
U Number of cases resolved U Monetary settlements (millions)

$25.1 $22.5 $24.3
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*Ment resolutions Include negotiated settlements, charges withdrawn upon receipt of benefits and a
determination of reasonable cause followed bi conciliation efforts

Source Office of Programs Operations, U S Ecual Employment Opportu'Aity Commission
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Judge clears EMLICO windup

Continued from previous page
the fraud charges.

"At the end of the day, | am faced with a Bermuda company which
is insolvent. As Utings presently stand, only this court can wind it up,"”
Judge Ground wrote. "If Kemper have been wronged, their remedy, if
they have one, lies elsewhere."

EMLICO, a longtime General Electric Co. liability insurer, last year
moved from Massachusetts to Bermu(la, where it soan afterward de-
clared itself hugely underreserved for GE asbestos and pollution claims
and insolvent by $512 million (BI, Dec. 11, 1995).

Kemper Re and several other EMLICO reinsurers later charged that
BILICO knew it was insolvent before the move and misled regulators
as part of a conspiracy to dump the losses on reinsunzrs under credi-
tor-friendly Bermuda liquidation law.

Judge Ground disagreed with Kemper Re's contention the wind-
ing-up petition was an abuse of process and declined to delay the lig-
uidation pending a trial of the fraud charges, noting that them is "no
meaningful relief" he could grant even if fraud were proved.

Judge Ground also denied Kemper Re's request to postpone the lig-
uidation pending a judicial review of the Bermuda government orders
that allowed EMLICO into the County. While Kemper Re has shown it
has "a serious issue to be tried," the judicial review proceedings may
take a year or more to begin, and the "balance of convenience" weighs
against delaying the liquidation.

Ilhe appropriate forums for Kemper Re's fraud charges am judicial
review proceedings, separate proceedings in Massachusetts or-ulti-
mately-in arbitration between the reinsurers and EMLICO's liquida-
tom, Judge Ground said.

A hearing in the judicial leview is expected this fall, and EMLICO is
challenging a court-ordered ectension of time that allowed Kemper Re
tc seek the review.

"After careful study of the allegations which were made by minsur-
as in an attempt to avoid their contractual responsibilities, the court
made the proper decision," a GE spokesman said

"(Judge Ground) has made it very plain there is a triable issue of
fraud," said Christopher Grierson, a lawyer representing the reinsurer.
'He just said the winding-up proceedings are not the forum to try it"

Mission runoff plan amended

LOS ANGELES-The California Insurance Department has filed a
new liquidation plan for Mission Insurance Co. that amends a plan
thrown out by a state appellate court last month.

The earlier plan, designed to speed up the liquidation, called for esti-
mating Mission's long-tail claims, collecting immediately from reinsur-
ers and making a final distribution of the estate's assets. An appeals
panel however, agreed with reinsurers' objections and ruled that state
insurance law doesn't allow estimation of future claims (Bl, June 24).

Under the amended plan, the estate would pay dimct policyholder
claims in two installmenls. The first payment would cover claims
whose amounts are now known. At some point in the future, after the
estate has recovered all available assets, a second installment would be
paid on long-tail claims that had developed in the meantime.

Reinsurers would not be required to pay any estimated claims "un-
less future legislation results in a statute which permits such estima-
tion," the plan says.

The first installment will cover 45% to 70% of each claim depending
on which Mission unit is involved, and dimet policyholders should m-
cover 100% on their claims by the time the second installment is made,
said Karl Rubinsteg a lawyer with Rubinstein & Perry.

The second payment could take five to eight years, though, with the
timing depending on how quickly long-tail losses develop and on
whether California passes legislation allowing estimation of future
claims, said Mr. Rubinstein, who mpresents the liquidator.

While direct policyholders stand to recover from the estate, ceding
insurers with reinsurance claims against Mis:sion are in a separate
creditor class and am unlikely to recover much, if anything.

Reinsurers may still object to the mvised plan, said Debra J. Hall, vp
and general counsel for the Reinsurance Assn of America.

A court hearing on the plan is scheduled for Sept. 12.

Court allows AMA guidelines

SANTA FE, NM.-New Mexico physicians can continue to rely on
American Medical Assn. guidelines in determining injured workers' im-
pairment ratings, the New Mexico Supreme Court ruled last week.

The xuling means the state's 5-year-old workers comp lawhassur-
vived a constitutional challenge in the case of Rodriquez us. Wal-Mart,
in which two women injured in separate work-related accidents sued
to overturn the use of the AMA guidelines (BIl, Dec. 4, 1995). They ar-
gued, among other things, that the |,egislature acted unconstitutionAlly
in delegating such authority to physicians.

The AMA guide js "what it purports to be," the ruling stated, "a
guideline to be used in conjunction with the expertise of the medical
professional in order to airive at a percentage of impairment based on
the unique circumstances of each rlaim."

Use of the AMA impairment guidelines in New Mexico has been
credited with reducing litigation in workers comp cases, bringing down
the cost of covelage and making it mom available.

A similar case is pending in Kansas.

See Updates on page 22

Errors & omissions

* Due to an editing error, the July 15 Insider Trading column incor-
rectly identified four individuals as employees of CNA Plinancial Corp.
Robert G. Adams, W. Martin Braham, Peter D. Sutherland and Mau-

rice W. Worth am associated with Delta Ajr Lines Inc.

MSA compromise is reached

Deal clears way for Congress to vote
on health coverage portability bill

that would curb pre-existing conditions

By JERRY GEISEL

WASHINGTON-Congress
could pass health coverage porta-
bility legislation this week now
that negotiators have reached
agreement on a contentious is-
sue-medical savings accounts-
that has held up the bill.

House and Senate negotiators
on Thursday agreed to include a
scaled-back MSA provision as

part of a compromise health care
reform bill they will assemble and
possibly pass before Congress
takes its August recess.

Under the compromise, tax-fa-
vored MSAs, which would be
linked to high-deductible medical
plans, would be available to the
self-employed and employees
working at companies with 50 or
fewer employees during a four-
year trial period. The maximum

number of MSAs would be capped
during this four-year period at
750,000. It is not clear, though,
how this cap could be enforced.

After this four-year experiment,
Congress would decide whether or
not to continue or expand MSAs
to larger employers. However,
even if Congress decided to pull
the plug on tax-favored MSAs,
those already with MSAs would
be grandfathered and could con-
tinue making contributions.

This compromise, hammered
out by Sen. Edward Kennedy, D-
Mass., a staunch critic of MSAs,
and Rep. Bill Archer, R-Texas,

See MSAs on page 21

High-tech firms face higher Bl risk

By JUDY GREENWALD

Some high-zech and electronics
companies are facing tighter un-
derwriting standards for contin-
gent business interruption cover-
age, and some fear a potential cri-
sis in the market.

A big contingent business inter-
ruption loss in this market, which
has not happened yet, could cause
a major withdrawal of capacity.

Already, the relatively few in-

surers in this market have intro-

duced stricter underwriting stan-

dards, some are increasing premi-
ums, and some risk managers
have had to use several insurers
on a quota share basis to obtain
adequate limits of coverage.
Contingent business interrup-
tion insurance covers policyhold-
ers in the event of a business in-
terruption caused by a lack of
supplies from a third-party sup-
plier. While companies in many
industries purchase contingent
business interruption coverage,
high-tech and electronics compa-
nies face two particular chal-

lenges.

First, often only a limited num-
ber of suppliers can provide the
highly technical component parts
high-tech firms need. Because of
this, insurers are becoming in-
creasingly aware that they could
face huge exposures if just one
supplier's facility faces a disrup-
tion.

"The concern of insurers is if
one goes down, we've got a rip-
pling effect throughout the high-
tech industry,” said William E.

See Contingent on page 22

Healing work injuries quickly

By MEG FLETCHER

AN aggressive "sports medi-
cine" approach to treating occu-
pational injuries can help reduce
the duration of temporary disabil-
ity, according to a recent draft of
a study by the Integrated Benefits
Institute in San Francisco.

The sports-type medical treat-
ment approach, which has
emerged in recent years, consists
of immediately providing inten-

sive medical care-such as hot

and cold packs as well as electric
stimulation-as a substitute for

the healing effects of time.

The aim is to shorten a recuper-
ating employee’'s recovery time
and the duration of his temporary
disability so he can return to work
and wage-loss payments can
cease.

IBI, a new research organization
with 19 broad-based members,
analyzed that approach using 471
occupational injury claims for
short-duration, lost-time cases in
California. The claims were
opened and closed between Jan. 1,
1995, and Feb. 15, 1996, according
to CareAmerica Compensation &

Liability Insurance Co. in San
Francisco, which jointly spon-
sored the research.

The findings generally support
the notion that a sports medicine
approach to medical treatment
may lead to savings in temporary
disability payments and to pro-
ductivity increases.

However, such an approach may
also increase medical costs, the
research found.

Average treatment costs for in-
jured workers released to return
to at least modified duty before

See Disability on page 23

Proposed adoption tax break in jeopardy

By JERRY GEISEL

WASHINGTON-New roadblocks
could derail fast-moving federal leg-
islation that would give new tax
breaks for employees whose compa-
nies reimbuae them for adoption-re-
lated expenses.

Last week, the Senate passed an
amendment, as part of a broader
welfare reform measure, that would
let employers reimburse employees
for adoption-related expenses with-
out those contributions being added
to employees' taxable income.

However, that provision, added to
the measure by Sen. Richard Shelby,
R-Ala., is substantially different

inside

+ Most employers' mental health benefits are not com-
mensurate with those for physical disorders, a new sur-

vey says. PAGE 6
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from proposals earlier passed by the
Senate Finance Committee and the
House of Representatives.

Both the Finance Committee and
House bills would cap employer re-
imbursement at $5,000 per child for
a normal adoption. The Finance
Committee bill would set a $6,000
tax-free reimbursement cap for
adoption of children with special
needs.

The two bills would fully extend
the tax breaks to employees who
have adjusted gross incomes of less
than $75,000. The tax breaks would
be phased out-based on a sliding

scale-for workers who have ad-

justed gross incomes of between

$75,000 and $115,000.

The Shelby amendment, though,
doesn't set a dollar cap on how
much employers could reimburse
their employees without those contri-
butions being included in employees'
taxable income. In addition, the
Shelby amendment doesn't limit the
employer-provided tax break by em-
ployee income.

With different versions of the leg-
islation pending, it isn't clear which
version Congress will settle on.

"Clearly, there are problems to be
worked out," said Henly Saveth, a
principal with A Foster Higgins &
Co. Inc. in New York.

See Adoptions on page d.
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Buyers not upping limits
despite cheaper cover

M&M study sees risk of uninsured claims
By MICHAEL SCHACHNER despite increased affordability a

"potentially dangerous trend "
e . ) . . The malority of large U S cor- The broker cited an escalating
liability exposures also are grow- claims ranging from denial of as an area that had a growin ﬁoratlons are not boosting their number of employment practices
ing, forcing plan sponsors and benefits to how managed care level of concern on the part of hability hmits despite a rash of liability claims facing companies,
health care providers to become plans are selected large employers," said Anthony J large court awards and a persis- as well as an upsurge m the num-
more aware of risk man_a%ement In addition, the growth of man- Mercurio Jr, senior | p at Marsh & tent soft market, according to ber of class-action lawsuits that
and risk transfer opportunitie MelLennan Inc in New York a recent survey by a leading bro- have resulted in damage awards
Federal court rulings in recent "We haven't seen a case where ker greater than $100 million
the employer is directly impll- During a time when jury awards You can scareely read a busi-
cated in what | would call a man- against corporations are growing ness publication today without
1974, which provioushy had bbon aged care habihty case," said Bill in frequency and amount, most learning about another class-ac-
y Wi . . Brossman, a principal with Wil- businesses are leaving themselves tion lawsuit alleging lob discrimi-
Wldely Interprete as pre'emptlng growmg concern to ham M MercF;r Ing 's health care increasingly vu_IngerabIe to cata- nation,_sex.ugalgharasst_’nept,
state laws m cases that "relate to" large employers, says provider consulting practice in strophic hability claims, asserts wrongful dismissal and similar
employee benefit plans Anthony J. Mercurio Jr Momstown, N J "But we've seen Marsh & McLennan Inc in a sur- charges," said Timothy Mahoney,
Those rulings open tne door to : . a lot of these cases with managed vey of 1,250 U S companies
mgdical m_alprac.tice actions care provider organizations " M&M found that 50% of compa- retail brokerage unit of Marsh &
against plans-which could in- "Increasingly, courts are hold- mes it surveyed carry less than McLennan Cos Inc "Employee
clude vicarious liability claims aged care under workers compen- ing that if the case is focused on $50 million in'liability limits Of litigation now pending seeks dam-
against plan sponsors-proceed- sation and state Medicaid pro- medical malpractice then the case the study group, 28% reported ages ranging from hundreds of
ing in state courts rather than in grams-neither of which falls un- is allowed to proceed in state having less than $25 milhon in millions of dollars to more than $1
federal courts where potential der ERISA's protections-may court and there is no ERISA pro- hmits However, companies with billion "
damages are strictly limited and prove to be the biggest litigation tection," said Mr Brossman more than $200 million in annual Mr Mahoney said insurers have
trials are more likely to be held headache on the horizon for man- See Managed on page 16 revenues generally buy more than responded to the increase in expo-
$60 million in coverage sure by offering new and broader
M&M labeled buyers' willing- coverages, such as employ-
ness to maintain existing limits

As managed care expands,
liability exposures also grow

By RODD ZOLKOS

before a judge than a jury aged care providers

Employers and health plans The managed care liability issue
As managed care grows, related could find themselves at risk of is one "that we kind of identified

ears have eroded protections af-

orded under the Employee Re- The managed care
tirement Income Security Act of liability issue is of

vice chairman of M&M Inc, the

See Limits on page 6

Elder care benefits valued

Demand for benefit expected to grow

By MICHAEL PRINCE

This figure will lump to 50% by
2020, when the maiority of baby
wiched between fam: ly obliga- boomers will be over 65
tions and work responsibilities The children are the "canary in
As the nation's population ages, "The challenge is how to get work the coal mine," Mr Amenhauser
more companies are realizing the done and also care for the eld- said "The adult caregiver in the
importance of providing elder er-y," said Karol Rose, a principal family is the first person noticing
care benefits to help employees with Kwasha Lipton In Fort Lee, the problem™” with an elderly par-
care for elderly parents while N J
maintaining productivity at work
"It s a cost-effective way to pro- whelmingly on their children EI- Once a worker's elderly parent
vide a benefit to the company's der care experts estimate that develops a health problem, it car-
employees they could not find 80% of elder care IS provided by ries over into the workplace In-
anyplace else,"” said Judith Rob- family members, while only about creased absenteeism and tardi-
erts, director of risk Management 5% of people older than 65 reside ness, reduced productivity from
and insurance for Massachusetts- in nursing homes The vast major- spending Job hours arranging for
based Bull HN Information Sys- ity, they say, live at home and re- parental care and increased
tems, whose elder care program ceive care from thew relatives, health care costs due to stress-re-
assists 50 to 75 employees a year usually a daughter, without expe- lated illnesses are some of the re-
Workers needing elder care ben- rience, help or training sults
efits are everywhere One of four One study conducted by the
workers older than 40 cares for an wil. greatly increase, because by Lynn, Mass -based Greater Lynn
elderly parent, concluded a study the year 2005,37% of U S work- Senior Services in 1994 shows
by the University of Bridgeport ers will be more concerned with that half of workers caring for an
Center on Aging These people caring for a parent than children, adult come to work late and al-
comprise the "sandwich genera- saio Carl Amenhauser, director of most a third take unscheduled
tion," those sandwiched between Corporate Health Services/Confi- time off Pployvees "Our company was her
caring for their parents and car- dentlal Advisory Program, a Prin- How much this lost time costs family It was, it Is, and will al-
ing for their children ceton, N J -based emploree assis- employers is hard to determine ways be a family business," he Gertrude Crain, 1911-1996
The phrase also has another tance program that hosted a re- One estimate puts the figure at said
meaning The workers are sand- cent conference on elder care Company President Ranee ing at photographs of a recent
Crain commented on his moth- Fourth of July family outing
er's ability to use humor to make

Craim remembered

by friends, family

Nearly 1,000 people gathered
Wednesday, July 24 to celebrate F="-=="r"
ent, he said, and therefore bears the life of Crain Communica-
Care for the elderly falls over- the initial burden for the care tions Chairman Emeritus
Gertrude Ramsay Crain at Holy |,

Name Cathedral in Chicago

Mrs Crain, 85, passed away ,

July 20 on Cape Cod She was

remembered by friends, family,

co-workers and colleagues as a

woman who put her family first, '-r

whether It was her immediate

family of two sons, nine grand-

children and 13 great-grandchil-

dren, or her second family, the 1 bkld
900 employees of Crain Commu-

nications

Her younger son, Keith Crain, - 2,
company vice-chairman, talked - ,«
of his Mmother's love for her erm-—

The need for elder care benefits

See Elder care on page 21

She was also remembered as a

people feel special "Mom woman who enjoyed life and

Sugar refinery blast insured

insured for losses resulting from a Paul Robertson, a risk manager

July 20 explosion that destroyed for Tate & Lyle PLC in London,
SCOTTSBLUFF, Neb -West- seven of eight silos at its refinery W?Stem Sugar's p.arent company,
ern Sugar Co expects to be fully in Scottsbluff, Neb said the company is protected un-

By CRISTAL CODY

der its broad form property and
*/ business interruption coverage,
which is written by Royal Insur-

1. aﬁﬁ‘? ANGE QMR s

LWHHL9 under inveAsStoigatlon

hursday, rescue workers
1 were continuing the search for an-
other employee believed to be

trapped under the piles of heavy
debris

*

| ment refations for Western Sugar,
1 - who also handles risk manage-

ment, said it would be several

days before damage costs could be

- _ - .
estirnated
o .
. . Nearby businesses also sus-
tained damages, but Mr Fulton
e - said that no lawsuits have been

filed

Despite extensive damage, Mr
Fulton said he expects the plant to
be operating in time for the sugar
Insurance is expected to cover property and business interrup- beet harvest m late September
tion losses from an explosion that destroyed seven silos at a Until that time, all employees
Western Sugar Co. refinery in Nebraska.

AP/WORLD WIDE PHOTO

have been laid off lel

charmed the great, the near- loved to smile "She had fun,
great and the never-will-be- boy, did she have fun,"” Rance
great with equal sincerity and Crain said
warmth," he said At age 75, Mrs Crain joined
Indicative of her role in adver- race driver Tim Richmond for a
tising and communication cir- 160 mph spin around North Car-
cles, Mrs Crain received many olina's Charlotte Motor Speed-
industry awards Including pub- way On her 80th birthday, she
lishing's highest honor, the went parasailing
Henry Johnson Fisher Award Mrs Crain, who retired May
from the Magazine Publishers of 20 as chairman of Crain Com-
America She was also a found- munications spent 40 years
ing member of the Committee of with the company She was
200, an organization of the top named chairman in 1974 after
200 women business owners and serving as secretary and assis-
CEOs in the country
At the funeral mass, Bishop The company, founded in 1916
Timothy Lyne recalled asking by her late husband, G D Crain,
Mrs Crain which honor meant Jr, publishes 27 business, trade
the most to her She told him and consumer publications, in-
that the Magnificat Medal from cluding Advertis:ng Age, Auto-
Mundelein College was particu- motive News, Business Insur-
larly special because Mother ance, Electronic Media, Modern
Teresa and Dolores Hope had re- Healthcare, Pens:ons & Invest-
ceived the honor before her and ments, Plastics News, and bum-
that she thought she was in pret- ness regionals in Chicago, New
ty good company York, Detroit and Cleveland It
Granddaughter Heather Han- has 15 offices worldwide
son told the crowd about havmg Donations in her name should
dinner with Mrs Crain the night be made to the Service Club of
before she died and how her Chicago, 104 S Michigan, #721,
grandmother had enjoyed look- Chicago, IL 60603

tant treasurer
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Announcing the
1996 Aircraft Builders Council, Inc.

Annual Conference
September 15-17, RItz-Carlton, Rancho Mlrage

Rancho Mirage, California

Conference Highlights:

* David Hinson, Administer F.A.A. - Proactive Safety Programs
» Developments in Aviation Product Liability

= A Lloyd's Market Update

 Overview of Mergers and Consolidations in the Military Contracting Industry

The Aircraft Builders Council supports and promotes the continuity of products liability insurance for
aviation and aerospace manufacturers and major service and repair organizations. It offers an insur-

ance program with limits of up to $1 billion dollars for aviation products liability.

For further informatin call (212) 682-5110

'C-ADTIVE

& ALTERNATIVE RISK FINANCING

FOGUM

November 17-20,1996
Turnberry Isle Yacht & Country Club

Aventura, FL (near the Miami & Ft. Lauderdale Airports)

Sponsored By
= Business Insurance
- Skandia International

Risk Management/SINSER
« Allinghast-Towers Perrin

This year's program, focusing on 'Captives and Beyond,' includes general sessions,
roundtable discussions and workshops on ...

. Special captive basics seminar . Market update: London, Europe, the

- Captive owners roundtable breakfast United States and Bermuda
= Global risk financing alternatives . Fronting factors
« Captive users and the tax man - Captive solutions to health care issues
. Rent-a-captive: Why own when you can rent? . The pros and cons of self-management
< Emerging alternative risk financing developments versus contract management
in the next captive hot spot-Latin America . The entrepreneurial approach to
. Strategic risk financing alternative risk financing
. How to work with your reinsurer to build the . Captive case studies-four seasoned
best risk financing program veterans tell how and why
- Investments: Index funds-The wave of . Plus, meet the experts from the captive
the future? and alternative risk financing market-

. Aggregate stop-loss and finite reinsurance place in an inviting exhibit arena.
Registration includes all sessions, continental breakfasts, lunches, receptions,
pool party and workbook materials, plus access to the exhibit hall.
$1,200 Full registration
$975 for second and subsequent registrant from same company
$975 Risk manager's full registration (no additional discounts apply)
$2,000 Exhibitor's fee (space is limited, available on a first-come, first-serve basis)
Plus, optional World Captive golf and tennis tournaments.

Call Judith Harrington, Conference Director,
612-928-4659

wWuu

For #he Record

Washington regulator

fines health plans

OLYMPIA, Wash.-Insurance
Commissioner Deborah Senn fined
two Seattle health insurers $7,500
each and ordered them to advertise
the availability of their basic health
plans

Under legislation passed in 1995,
all Washington health insurers offer-
ing individual or small-group cover-
age must market plans that include
the same benefits as a state-spon-
sored Basic Health Plan. King
County Medical Blue Shield and Vir-
ginia Mason Health Plan were fined
for failing to market their "look-
alike" plans, Ms. Senn announced
July 23.

In addition to the fines, King
County Medical must spend at least
$16,210 on public advertisements no-
tifying consumers of the availability
of its plan. Of the $7,500 fine levied
against Virginia Mason Health Plans,
$4,000 was suspended provided the
insurer spend that amount on pub-
lished advertisements.

Ms. Senn said both insurers al-
ready have begun marketing the cov-
erage. She called it significant for
consumers, because the Basic Health
Plan includes full maternity cover-
age, while many other individual
plans limit those benefits.

Virginia Mason technically was
not in compliance because of a
change in ownership and manage-
ment, a spokesman for the company
said. But the insurer was surprised
by the commissioner's action because
it had been in communication with
her over the issue and was just
weeks away from advertising.

A representative for King County
Medical Blue Shield also had been in

contact with the commissioner's of-
See about compliance.

"The fact is anyone who wants
this package of benefits has been
able to get it from us since Jan. 1,
and over 6,000 new members have
enrolled in our BHP program this
year," said Rob Eaton, KCM's assoei-
ate general counsel. "It would have
been gratifying to get a court to vin-
dicate our position, but doing so
would have been far more costly
than settling this as we did."

Comp fund converting

to for-profit status

SARASOTA, Fla.-A workers
compensation self-insurance fund is
being converted to a for-profit entity
by Riscorp National Insurance Co.
following the approval of the North
Carolina Department of Insurance.

Riscorp National, a wholly owned
subsidiary of Sarasota, Fla.-based
Riscorp Inc., is assuming all assets
and liabilities of the National Alli-
ance for Risk Management Group
Self-Insurers' Fund, which Riscorp
has managed on a contractual basis
since 1993.

NARM is a heterogeneous, work-
ers comp self -insurance fund in
North Carolina, with about 2,700
policyholders and an annual pre-
mium volume of about $50 million.

Riscorp also manages the North
Carolina Commerce Fund, a self-in-
surers' workers comp hind with
about 1,000 members and annual
premiums of $40 million. The NARM

takeover will have no effect on that
relationship.

North Carolina Deputy Insurance
Commissioner Ray Martinez said

Riscorp received approval last month,
to dissolve and take over NARM. He

said it was the first such takeover of
a self-insured workers comp group
in North Carolina, though some dis-
cussions about converting other
self-insured pools into traditional in-
surance companies have occurred.
Riscorp will run its new workers

comp operation out of Charlotte,
N.C. The company specializes in pro-
viding managed care workers comp

services.

Georgia-Pacific, EPA

settle polludon claims

ATLANTA--Georgia-Pacific Corp.
will pay more than $32 million to
settle air pollution claims brought
against it by the U.S. Environmental
Protection Agency and the Depart-
ment of Justice.

The federal charges involved 11
Georgia-Pacific wood products fae-
tories across the Southeastern
United States.

Under the settlement, filed July 18
in U.S. District Court in Atlanta, the
company will pay a $6 million civil
penalty and hind $4.25 million in
additional environmental improve-
ment projects throughout the region
administered by the Southern Appa-
lachian Mountain Initiative, an inde-
pendent agency. Georgia-Pacific also
will spend $22 million on emission
control equipment to bring the
plants in question into compliance.

"These costs were always in re-
serve," a company spokesman said.
"These costs are not extraordinary
for us in terms of our operation."

California comp costs

dropping, report says

SACRAMENTO, Calif.-California
employers' annual workers compen-
sation costs, including self-insured
employer costs, dropped to about $8
billion at the end of last year from a
peak of $11 billion in 1993, accord-
ing to the Department of Industrial
Relations.

In its July 16 report, "Workers'
Compensation Reform, Third Anni-
versary Update," the department
said that had costs continued to in-
crease at the rate they were increas-
ing before landmark reforms in
1993, employens would be paying
nearly $13 billion in annual workers
comp costs. Reforms include open
rating and limitations on stress and
psychiatric claims.

The report shows that workers
comp insurance premiums paid in
California have dropped 30%, to
about $6 billion in 1995 from $9 bil-
lion in 1993. As a percentage of pay-
Ir)11, the average premium dropped
to $3.18 per $100 of payroll at the
end of last year from $5 per $100 of
payroll in January 1993.

Free copies of the report are avail-
able by contacting the Department
of Industrial Relations, 415-972-
8835.

Information in brief

A federal judge in St. Louis has sen-
tenced insurance executive Arthur
Blumeyer m to more than 21 years
in prison, the maximum allowable
under federal sentencing guidelines,
for his conviction on 27 counts of
conspiracy, fraud and money laun-
dering. A jury found Mr. Blumeyer
guilty in 1994 of using the defunct
Bel-Aire Insurance Co. of Missouri
and Atlantic General Insurance Co.
Ltd. of Anguiilla to defraud policy-
holders of more than $43.5 million.
John Peckham Jr., a Blumeyer asso-
ciate convicted on six fraud charges,
is scheduled for sentencing Aug.
2. .In the case of a junior high stu-
dent, a U.S. District Court judge in
Oakland, Calif., ruled July 22 that a
school can be sued for sexual harass-
ment among students if school offi-
das knew of it or should have
known and did nothing to stop
it....lllinois Gov. Jim Edgar named
John Hallock Jr., 50, of Rockford as
chairman of the lllinois Industrial
Commission. A former state repre-

sentative, he has been a commission
member since 1991. i=i



OUR MIND.

At Wausau, a Highly Protected Risk program isn't just about
dousing flames, it's about helping prevent fires. That's why
we have experienced fire protection personnel inspect your
facilities, identifying and evaluating exposures. And why we
teach prevention techniques at our state-of-the-art Fire
Protection Laboratory. We work to prevent fire, and to mini-
mize the damage if one occurs. We have a high in-housz
capacity to write blanket limits and cover large HPR properties.
Along with an HPR policy that meets requirements of the rnost
sophisticated HPR insurance buyers, yet is easy to reaq.
Lastly, we have an A+ A.M. Best Rating.

EWAUSAU

HPR » PROPERTY SPECIAL RISK

Wausaun lngtrance Qompanies, 20008 Westwood Dirive, Wansau, Wisconsin 54401 Telephone (800) 920-00:88
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Employees happy with Sears asthma

By ROBERT KAZEL

HOFFMAN ESTATES, Ill.-An
asthma management program be-
gun more than a year ago by
Sears, Roebuck & Co. is getting
good marks fromm many workers,
though it is too soon to say if the
program is saving the retailer any
money.

Sears introduced the program in
April 1995 in cooperation with
Northbrook, lll.-based Caremark
International Inc.

Since then, out of 6,000 employ-
ees identified as asthma sufferers,
1,100 have signed up to partici-
pate in the asthma program, ac-
cording to Jill Berger, manager of
medical plans for Sears (BI, July
24,1995).

Surveys of participating em-
ployees have shown a 32% decline
in disease symptoms and a 39%
increase in activity among asthma
sufferers, Ms. Berger said.

"So they can now play softball
and climb up those stairs," she

Benefit Beal

said, "They don't have to stay
home and worry about getting
sick."”

About 99% of the participating
ernployees report that they are
satisfied with the program, she

said.

Caremark has sent letters to
Sears employees with asthma and
their doctors, explaining the pro-
gram and how patients can moni-

tor themselves for warning signs
of asthma attacks.

Information on environmental
triggers and treatments, such as
medication, also is provided.

Every six months, employees in
the program fill out a health as-
sessment survey to see if their
symptoms are being controlled.

In addition, employees may call
a Caremark nurse on a hot line for
health-related questions.

In about six months, Sears ex-
pects to have collected enough fi-

nancial data to tell how much the

program has saved the company
in terms of expenses such as emer-
gency room visits and employee
sick days, Ms. Berger said.

But the main purpose of the
program has been to increase the
activity level of those with
asthma, no: to cut expenditures,
she said.

The program is designed for
those outside of the three-quar-
ters of Sears workers ccvered by
managed care health contracts,
because managed care cornpanies

often have their own asthma man-

agement programs.

Trying for competition

BLOOMINGTON, Minn.-A co-
alition of health insurance buyers

is signing contracts with 15 physi-
cian networks in an innovative at-

tempt to force provider organiza-

Law would mean plan upgrades: Study

If Congress requires employers
to offer the same coverage for
mental disorders as for physical
ailments, most employers will
have to upgrade benefit programs,
a new survey says.

Less than one-third of the 171
employers surveyed by benefit
consultant A. Foster Higgins &
Co. Inc. said they cover mental
disorders and substance abuse on
the same basis as other health
care services.

For example, more than half of
group traditional indemnity plans
and preferred provider organiza-
tions place a lifetime dollar cap
on inpatient mental health treat-
ment. The typical limit is $50,000.
Only 12% of health maintenance

organizations, though, place a
lifetime dollar cap on inpatient
care coverage.

By contrast, for physical prob-
lems, group health care plans of-
ten offer lifetime limits of $ 1 mil-
lion to $2 million.

Group plans limit coverage for
mental health treatment in other
ways as well. About half of tradi-
tional indemnity plans and PPOs
limit the number of days patients
can receive inpatient care during
a year. The most common inpa-
tient limit is 30 days a year. By
contrast, it is rare for group plans
to limit the number of days in a
year participants can be hospital-
ized for physical problems.

Employers also restrict outpa-

arvi

tient coverage for mental disor-
ders. For example, slightly more
than 30% of traditional indemnity
plans and PPOs limit the number
of outpatient visits per year for

mental disorders. The most com-
mon limit is 50 visits.

The survey also found that men-
tal health costs averaged $155 per
employee through an HMO. Men-
tal health benefits offered through
a PPO averaged $ 176 per em-
ployee and $225 per employee in
traditional indemnity plans. Men-
tal health benefits offered through
a stand-alone or carved-out plan
averaged $ 185 per employee.

Copies of the survey are not
available to the public.

-B Jerry Geisel
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tions to vie against one another in
areas such as efficiency, quality
and customer service.

By spurring the doctor groups
to compete, the Buyers Health
Care Action Group-representing
some 250,000 employees and de-
pendents-expects to save its
member companies 9% on health
insurance costs next year.

In January, the BHCAG wiill be-
gin requiring employees and de-
pendents to belong to one of the
15 provider systems, called "care
systems," which range from very
large physician practices to col-
laborations of small doctor
groups.

The providers are located in
much of Minnesota, eastern North
Dakota and South Dakota, and
western Wisconsin.

Plan members will be required
to choose a care system and will
be guaranteed access to both pri-
mary care doctors and specialists
no matter which they select.

Employees and their depen-
dents can choose different care
systems depending on needs and
preferences, and can buy services
out of network-from a competing
care system, or from another pro-
vider-at a reduced reimburse-

ment level.

Adoptions

Continued from page 2

In fact, Finance Committee Chair-
man Sen. William Roth, R-Del., said
the Shelby amendment should be
stripped as non-germane from the
welfare legislation.

Instead, Sen. Roth suggested, the
Senate should consider the adoption
legislation as passed by the Finance
Committee, adding that Senate Ma-
jority Leader Trent Lott, R-Miss.,
has assured him that the full Senate
will take up that measure before the
end of the session.

In view of his support for the Fi-
nance Committee version of the
adoption benefits legislation, Sen.
Roth may press members of a con-
gressional conference committee-
which will meet to iron out differ-
ences in the Senate and House wel-

fare bills-to strip the adoption ben-

Continued from page 3

ment practices liability protection
and other integrated risk programs,
but companies are not really buying
more of this coverage.

"It's ironic that businesses are not
increasing their liability protection at
a time when there are more flexible
insurance programs available and
pricing of coverage is extremely at-
tractive. The fact that most busi-
nesses are not increasing their liabil-
ity coverages could mean the soft
pricing in the insurance markets is
giving the erroneous impression that
catastrophic losses are not occurring.
The fact is that these losses are
growing dramatically,"” Mr. Mahoney
said.

But one risk manager took excep-
tion with M&M's assertion that com-
panies should buy coverage, in part,
based on market conditions.

"l think the limits a company
chooses to carry should be based on
its own risk profile," said Kathryn
Bowers, risk manager with Bose
Corp., the high-fidelity speaker man-
ufacturer based in Framingham,
Mass.

"Smart buyers buy only what the
company needs, and don't necessar-

ily spend every dollar in their budget
on insurance. I'm a little insulted

program

The price of coverage varies de-
pending on the group selected,
and some consumers will value
price while others will shop for
quality, said Ann Robinow,
BHCAG director of strategic pro-
jects.

"Some people buy mini-vans

and some people buy sports cars,"
she said.

Plan members will receive in-
formation during the open enroll-
ment period about each plan's
pricing, background, doctors'
training and expertise, facilities,

and customer service and quality ,

By adopting the care group sys-
tem, almost 200 more medical
groups will be added to the coali-
tion's eadre of providers in 1997.
The purpose of creating care
groups, Ms. Robinow said, is to
spur physician groups to become
more efficient and to want to
compete effectively; to inform
consumers about the differences
among providers using uniformly
gathered information; and ulti-
mately to save plan sponsors
money.

Companies in the buying group
include 3M Corp., Dayton Hudson

Corp.,the Pillsbury Co., and Gen-

eral Mills Inc. [Am

efits provision, predicted Foster Hig-
gins' Mr. Saveth.

Currently, about one-quarter of
large employers now reimburse em-
ployees for adoption-related ex-
penses.

Typically, employers reimburse
employees for up to $2,000 of adop-
tion-related expenses, said Karol
Rose, a principal at Kwasha Lipton
L.L.C. in Fort Lee, N.J. Adoption-re-
lated expenses often range between
$10,000 and $20,000.

While relatively few employees
take advantage of the benefit, it is a
benefit that is very much appreei-
ated by employees who adopt, Ms.
Rose said.

If Congress gave employer-pro-
vided adoption reimbursement bene-
fits tax-favored status, more employ-
ers would consider offering the bene-
fits because it would become-for
employees-a much more tax-effec-
tive benefit, she added. =1

that they're telling me I'm under-
spending," she said.

Ms. Bowers said increasing limits
because the market is soft "presup-
poses a government budget attitude,
where if you don't spend it all this
year, you won't be allotted an equal
amount next year."

Fifthermore, "I've seen a lot of
statistics presented in a lot of differ-
ent ways about court awards and
frequency of litigation and, frankly, |
don't trust anyone's numbers," she
said.

According to the study, average li-
ability limits for companies with
$500 nlillion to $10 billion in reve-
nues fell in 1996 compared with
1995 levels. For example, companies
with $500 million to $1 billion in
revenues reported an average of $85
nzillion in liability limits in 1995, but
only $83 million this year. Corpora-
tions with $1 billion to $5 billion in
revenues had average limits of $151
million a year ago, but $149 million
this year. And, participants with $5
billion to $10 billion in revenues av-
eraged $244 million in limits in 1995,
and $239 million this year.

Only the smaller companies-those
with less than $500 million in reve-
nues-reported boosting limits be-
tween this year and 1995.

For a free copy of the survey, call
M&M Inc., 212-345-3870.
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An efficient plan to reduce overhead and
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plan. Up to 40% of every dollar can go to administration, nA.
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Lift passenger liability limits-

THE REGENT CRASHLRLIWA Fliant 8001

rawing renewed a
many airlines around the world to scrap unreason-
ably low per-passenger liability limits on interna-
tional flights.
We have long supported such a proposal. The cur-
rent system engenders protracted and costly litiga-
tion after such disasters and provides too little com-
pensation to the families of air crash victims.
The International Air Transport Assn., an organi-
zation of about 230 airlines worldwide, a year ago
crafted a plan to abolish those limits, which are con-
tained in the Warsaw Convention. Last November,
the IATA proposal was signed by a dozen airlines
(Bl, Nov. 6, 1995).
Currently, 41 airlines have signed the pact-in-
cluding some U.S. air carriers, but not TWA-and
more are expected to sign it by Nov. 1, when it takes
effect for signatories. But only those airlines that
sign will be bound by the proposal.
The Warsaw Convention sets the per-passenger li-
, ability limit at about $75,000 for flights to, from and
| through the United States. However, no such limit
exists for domestic U.S. air travel. As a result, fami-
I lies of victims in U.S. air crashes receive about $2
million on average.
The only way for the families of people killed on
international flights to recover more than the
$75,000 limit is to sue.
1 Litigation after air disasters, as a result, is ram-
pant. Already, plaintiffs lawyers are being retained

by the survivors of victims of TWA Flight 800. Some
r of those attorneys have spent years waging legal war

against Pan Am and Korean Air Lines to recover
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more than the $75,000 minimum.

For TWA, it may be too late to avoid a long legal
battle unless it voluntarily offers to pay damages
greater than the Warsaw limits.

For other airlines, this disaster should galvanize
more in the aviation industry to adopt the IATA pro-
posal.

We think the removal of low limits will benefit all
parties involved: airlines are more likely to avoid
costly litigation and bad publicity; families of vic-
tims will receive fairer compensation; and insurers
will avoid unpredictable jury awards.

Hopes for reform remain intact

R ISKMANAGERS, INSURERR,AND 0usingsags 0

lawmakers in the 104th Congress prepare to break for
August.

An ambitious reform agenda that looked so prornising
only 18 months ago remains largely unrealized. Given
that this Congress will only be back for a few weeks at
most after returning from the August recess, it's a pretty
safe bet that such perennial issues as Superfund liability
reform and workplace safety reform will remain unre-
solved this year.

But even the disappointments give rise to optimism for
the future.

After all, this was the first Congress to pass a federal
product liability reform bill. Although President Clinton
vetoed the bill, the mere fact that the reformm measure

Letten

moved as far along as it did has to be regarded as a vic-
tory.

Congress also overrode a presidential veto of securities
law reform, which provides some liability relief for secu-
rities dealers.

And reform of the Occupational Safety and Health Ad-
ministration also got a more complete hearing than has
been the case in the past, although no bill made it to a fi-
nal vote in either chamber.

These developments indicate that while there is ample
reason for disappointment, that doesn't mean that reform
advocates should slump into discouragement.

Now that the groundwork for meaningful reform was
laid in the 104th Congress, reform proponents should be-
gin considering how best to build upon those efforts to
see reform enacted in the 105th Congress.

Louisiana's appeal of RRG ruling is questioned

To the editor: The National Risk Reten-

tion Assn. regrets the decision of the Loui-
siana Insurance Department to appeal the
federal district court decision NRRA us.
Brown, in which Judge John Parker con-
firmed the plain language of the federal
Liability Risk Retention Act (BI, July 1;
June 10)

Judge Parker ruled on summary judg-

Business Insurance wetcomes letters

to the editor. 77 1€ section is intended to
be a forum for readers' opinions and
comments. We reserve the right to edit
letters for darity or space. We will not
publish unsigned letters. Please send '
yow letters to Letters to the Editor, |
Business Insurance, 740 N. Rush St., 1
Chicago, Itt. 60611; far: 312-280-3174; p
e-mail. pwinston@crain. com.

ment that a risk retention group licensed
in its domiciliary state could operate na-
tionwide on the basis of primary regila-
tion by its state of domicile. While ac-
knowledging that lead state regulation em-
bodied in the LRRA allows non-domicili-
ary states to take effective action against
financially troubled RRGs, Louisiana In-
surance Commissioner James H. Brown
claims the decision makes the non-domicil-
iary state "unduly dependent on the regu-
lation of the chartering state."

The NRRA questions how Mr. Brown
can take great pride in the Louisiana In-
surance Department meeting the regula-
toly standards established by the accredi-
tation program of the National Assn. of In-
surance Commissioners and yet is relue-
tant to accept the regulatory judgments of
states that are, for the most part, accred-
ited. Moreover, the Louisiana Department
is able to confer with the domiciliary state

insurance department of any RRG operat-
ing within Louisiana's borders, if it has
any questions about such a group's opera-

tions.

With the formal and informal tools of
regulation the Louisiana Department has
under the LRRA, one must question the
Louisiana Department's decision to expend
its limited resources appealing an untena-
ble legal position that demonstrates a lack
of faith in the integrity of a sister state's
regulation. Despite our disappointment,
the NRRA looks to the affirmation of
Judge Parker's ruling by the 5th U.S. Cir-
cuit Court of Appeals as increasing the
preeedential value of NRRA us. Brown in
guiding other non-domiciliary state insur-
ance departments in their lawful treatment
of non-domiciliary RRGs.

Rosita Steele
National Risk Retention Assn.

Sarasota, Fla.

Business
Insurance

Reporting weekly on corporate risk,
employee benefit and managed health care news

\, ice President/

Publisher/Editorial Director: Kothlyn J. Mclnly,e, A RM CChicago)

Editor: Paul D. Winston (Chicogo)

Edilor-at-Large: Jer,y Geisel IWoshing/onj

Managing Editor: Roseanne While IWoshingion)
Internafional Edifor: Stocy Shapiro Rondon j
Meg Fletcher, AR.M (Ch/cogo)

Judy Gieenwald (Scnjose)

Senior Editors:

Dove lenckus (Ch/cago)
Douglas Mcleod<New Yorkj
loanne Woicik (Los Angeles)

Assistant Managing Editor: RegisJ. Coccio (Chicagoi

Washington Editor:

Bureau Chief:

Mark A. Hofmonn (Wash/ngton)
Michael Schochner |f\lew Yoll
Graphics Editor: Kathy L. Knight Shicogo)
Copy Editors: Todd J. Behme 1Chicagol
Sarai. Harly (Chicago)
Lee Velker (Chicago)
Associate Editors: Michael Bradford (Do//os)
Deborah Shalowitz Cowons Shicago)
Roberto Ceniceros Ros Angeles)
Scirah Goddard flondon)
Robert Kozel (Chicago)
Sally Roberts (Chicogoj
Gavin Souter (New Yo*
Rodd Zolkos /Chicagoj
Sandro |. Budde fCllicago) |

Rich Trout /Chicagoj
Ovie M. Dent (Chicagoj

Directory Editor:
Assislant Directory Editor:

Editorial Assistant:
Assistant to the Publisher: Karen Brown Tucker (Chicagoj

Editorial Cartoonist:

Roger Schillerstrom CChicagol

Advertising Director: Martin J. Ross Ill /New York,1

Eastern Advertising Manager: Stephen P. Lincoln INew Yorkj
Robert L Niesse (Chicago)
Cynthia Bykowski /New Yo,ki
Blake Delony (New Yet* J
Barrie Hormelin New Yoril

Deborah D. Neole (Chicago)

Midwest Advertising Manager:

District Managers:

Sales Assistant Loci Liebermon flos Ange/es)

Classified Advertising Manager: Chell Butler-Adeszko CChicogo)

?roduction Manager: Elmer Kerstowske (Chicagoj

Director of Communications: Ronnie 1 Drachmon |New York)

Promotion Coordinator:

Borbara O'Bilen (New York)

EDITORIAL: Chicago: 312-649-5398
Dollos: 214-361-2295
london: 171-457-1400

Los Angeles: 213-651-3710

New York: 212-2160100

Sonlose  408-774-1500

Washington: 202-662-7200

ADVERTISING: New York: 212-2100228
Chicago: 312-649-5276

los Angeles: 213-651-3710

COMMUNICATIONS: New York:

212-2100132

SUBSCRIPTIONS: Detroit: 800678-9595

Published by Crain Communications, Inc., Chicago

Founder G.D. Craink 11 885-19731

Mrs. G.D. Crainjr. 11911-19961
Keith Crain

Chairman Emeritus
Vice Chairman

President Rance Crain
Chairman-executive committee S.R. Bernstein 11907-19931
Treasurer Mory Kay Crain
Secretary Merfilee P. Crain
Executive Vice President-operations William A. Morrow

Vice President-production
Circulation director

Robert C. Adams
Peterl-Johnson

Published weekly 01 740 Rush 51., Chicago, lll. 60611-2590, Fox 312-2803174,
E-Moil 76735.3045@CompuSe:ve.com, Coble CRAINCOM. Offices 220 E.
42nd St., New Yok. N.Y. 1001 7-5806, Fox 212-2100704, CRAIN COM NYK:
Suite 1 14, 8950 N. Central Expressway, Dollos, Texas 75231: Fox 214696
1936; Suite 814, Nationol Press Building. Washington, D.C. 20045-1801, Fax
202-638-3155: 6500 Wilshire Blvd., Suite 2300 los Angeles, Calif. 90048-
4947, Fax 213-655-8157; 967 Befmudo Court, Sunnyvole, Calif. 940866750,
Fax 408-774-1155; New Garden House, 78 Hotton Gaiden, london EC 1 N 810
England, Fax 171457-1440. $4 0 copy and $85 a year in U.S. $ 105 in Canada
and Mexico {includes GST}. All other countries $205 a year (includes expedited oir
delivery). DAVE KELLEY, CifculatiOn manager. Four weeks' noke required lof change
01 address. Send subscription correspondence to Circulation Deportment, Business In-
suronce, 965 E. Jefferson Ave., Detroit, Mich,, 48207-3185, or phone 800678
9595 or 313-4460450, Fox 3134466777. Microfilm copies are available f,Om
University Microlilms, 300 Zeeb Road, Ann Arboi, Mich. 48013. Microfiche copies
avoilable: Bell& Howell, Micio Photo Division, Old Abnskeld Rood, Wooster: Ohio
44691. Pomons ol the editorial content 01 this issue ore available lor reprint O, repro
duction in other media. Fof infofmolion and roles to reproduce in general ci,culation
media, contact: JOSEPH P. HANLEY, Ccoin News Service, 220 E. 42nd 51., New
York, N.Y. 10017-5806,21 2-254-0890. Fof reprints or reprint pefmission contact,
KAREN BROWN TUCKER, Business Insurance, 740 N. Rush St., Chicago, 111.
60611-2590,31 2-649-5319, Fox 3 12-2803174.

TO SUBSCRIBE TO THE WORLD'S LEADING

COMMERCIAL INSURANCE PUBLICATION, CALL
800-678-9595

313-446-0450 ouisideofihe United States

L HELap”

*BPA

INTERNAROMAL ©



10 / July 29, 1996 Business Insurance

similarly philosophical partisan early on, according to Mr issues, was far from a do-nothing federal focus," said the observer

CO n reSS "If there was any lesson to be Farmer, who added that "we're Congress Mr Pratt cited as prog- This approach doesn't work well
g learned, it is for the most part in- not at the end of the 104th Con- ress the enactment of a securities on the Hill, where lawmakers and

Continued from page 1 cremental reform and evolutionary gress" yet law reform bill despite a presiden- staffeis view insurance as a for-
insurers contributed to their own reform are always much easier to He said insurers and the busi- tial veto "There was only so much eign topic and the insurance in-

achieve than total reform,” Mr ness community may have sensed this Congress could get done, and dustry as a monolith without un-
Farmer said, citing OSHA as an a "sea change in politics when in they've done a lot" said Mr derstanding the differences be-

defeats by overreaching not fully
understanding the culture of Cam-

. . . example fact what was occurring was a Lobert, pointing to the passage of tween property/casualty and life/
tol Hill and by overstating their ) ) ) X i 3 . i
cacos Changing the direction of such slower realignment process " the line-item veto as only one of a health insurers or between direct
. an agency after one election is ex- But Mr Farmer added that the number of significant legislative writer and agency companies
The collapse of the risk manage- - i . i L
ment agenda, though discourag- tremely difficult, I'_'ne _pomted out_ _ business c_:ommL_Jnlty I'_\as eve_ry initiatives . The obs.erver ad.ded, however,
ing, is No reason to give up push- Mr Farmer said insurers might right to be disappointed in Presi- But many observers outside the that despite "pushing the envel-
. - R dent Clinton's at- Insurance Industry say insurers ope" on product liability, insurers
ing for reforms, said Louis J i . -
Drapeau, president of the New titude on product overreached and their allies had done a good
liability reform For example, Kathleen O'Reilly, job in that area and were stopped

York-based Risk & Insurance ‘Our goa| for product liabil-
. because clearly counsel to insurance group of the only by a veto they could not over-
Management Society Inc as well

as manager-insurance and risk ity was to get a bill passed we had been led Consumer Federation of America ride
management fOI’ The Budd CO in _R*3*|<|_ by CongreSS and we dld to believe that if in Washington, cited insurers' ap- A consumer activist disagreed

Troy, Mich the bill were proach to Superfund reform as "On the product liability side, ba-

" . . moderate in na- "overkill " Insurers and risk man- sically the insurms have been say-
Hopefully, this was just the . i ,
next step in what will ultimately 1 ; p t ture, the pres.l— agers su_pporte-d_ a repeal of Sl.!per—. mg_:; for 15 year§ tl':uat we're at a crl-

be success," he said dent would sign fund's imposition of retroactive li- sis state and it rings very hollow

The current Congress was / Would VetO a bipar‘tisan the bill * ability for cleaning up substances when you walk into Congress ev-
friendly toward risk management bill,' says Paul Brown. The bill sent to legally dumped before Super- ery year and say there's a crisis,”
concerns, Mr Drapeau said, par- the president was fund's enactment said Rich Vuernick, legislative pol-
ticularly when compared with pre- a moderate, bi- Insurers "really lost track of re- 1Cy director for Citizen Action in
vious Congresses, where some of not have been sufficiently biparti- partisan measure, Mr Farmer ality between their taking the Washington
these matters never even made it san in their approach to Super- noted But President Clinton, un- American public's pulse and Con- "The reason why 'tort reform’
to votes fund reform der pressure from the plaintiffs gress taking the American public's failed was that there was a lot of

"We've made progress,” he said, "l think there was an expecta- bar, proved "unable to remember pulse,"” she said "If the Industry overreac}ling Every time you had
adding that he anticipates even tion that it would be easier to his earlier promises to the Amen- had been more realistic, they a product bill, somebody wanted
more progress in the future make the case and | think there can busir’_ness community” and ve- would ha\_/e now a Superfund _pI'O— tg throw in something else," he

Regarding Superfund, Mr was a mistake not to believe that toed the bil cess that includes many of the im- said
Drapeau said he thought reform- as much attention needed to be "l think the insurance industry provements that they and the (En- "For years, business in general
ers would wait and see what, if paid to Democrats as well as Re- and insurance consumers did what vironmental Protection Agency) has waged a massive public rela-

anything, happens during the rest publicans,” he said we had to do to push the issues had identified * tions and lobbying campaign
of the session and then take up the “Just hke other people, we were that were important to us What "Instead, their legislation around the issue of product habil-
matter again next year somewhat carried away with the you saw was a combination of seemed totally stalled, with no re- ity and tort reform After a while,
David Farmer, senior vp-federal enthusiasm of the 'Republican rev- things an unpredictable adminis- alistic expectation that they'll get when you go to the American peo-
affairs in the Alliance of American olution, he said Insurers didn't tration and a Republican Party anything by year's end,” Ms ple and blow things out of propor-
Insurers' Washington office, was understand the need to be more bi- majority that did not have a lot of O'Reilly said tion, people stop believing you "
experience in leading issues For "In general, the insurance indus- RIMS' Mr Drapeau disagreed
example, our goal for product ha- try fell victim to the same mental- overreaching was the problem
billty was to get a bill passed by 1ty that a lot of the other business "l don't know if overreached is a
Congress, and we did that Unfor- lobbies fell victim to when the Re- proper term You need to strike
tunately, no one predicted that the publicans took over the congress," while the iron's hot,"” he said
2 6 president would veto a bipartisan said Tom Blank, president of "If you really go all out that '
bill," said Paul Brown RIMS di- Washington-based environmental might be viewed as overreaching,
rector of government affairs public affairs lobbyist Hager if you don't go all out, maybe you

"Superfund was a prime exam- Sharp and a one-time aide to for- don t get your point across," said
ple of the Republican malority mer Transportation Secretary Mr Drapeau

a golden opportunity knowing what they had to do and Drew Lewis
for readers of simply not being able to get it ac- "They thought
complished because of a lack of their agenda was '"There is pretty much of a

Business Insurance

REsur T. experiense. particularly In-he-gemerto sa||/ UnanimQus.oninion, within,

their agenda was,"” and many of very good job of
) . ; - retroactive liability has been
the insurers' issues were way honing their mes-

down the list, said John Lobert, sage, building , =, #41 a dlsaster and that any ||m|'

semor vp-government relations in consensus for -

the National Assn of Independent their message and tationon itis a posmve

Bl's August 26 issue will report on tile

internationa"y recognized Ward's 50 Insurers' Washington office demonstrating step,'says Gerald Stephens.
benclimarks for both Life/Health and Some of the insurance agenda, the public policy
such as a proposed reinsurance fa- b enefits of the
Property/Casualty insurers. cility that would respond to large changes and reforms that they "l think the fact that these issues
natural disasters, was so compli- were seeking," Mr Blank said are being discussed is a victory
Corporate buyers Of CommerCial insurance cated that lawmakers basically "They staked out their position You see a lot of initiatives on the
. told insurers to get organized in Superfund legislation And it state level," he said Mr Drapeau
and employee beneflts, PlUS thousanas Of around a proposal and bring it to was a different position obviously added that as state tort reforms
consultants, agents, brOIZerS, reinsurers and Capitol Hill, said Mr Lobert than the chemical industry and hamper plaintiffs attorneys who
i The complexity of the idea and other potential responsible parties go lurisdiction shopping and then
State Insurance departments rely on Ward's divisions within the insurance in- and they were intransigent try to get cases into the federal
Results tO Supplement tllelr financial dustry meant the effort took a con- "They felt in the new pro-busi- courts, the resulting lam eventu-
. o mderable amount of time, he said ness Congress that they were not ally could force action on the Hill
anaIyS|s of U.S.-domiciled in=urer=. Then, earlier this month, when going to have to compromise, they Gerald Stephens, president of
the Senate began holding hearings were not going to have to give up RLI Corp, a Peoria, lll -based in-
And now, tIIey'II also rely on Bl for the on such a measure, "we were sabo- what they wanted,"” Mr Blank surer, agreed that while there were
first to report on the ro<ults from Ward's taged by the White House," as the said Other interested parties also disappointments on Capitol Hill,
administration declined to support lacked willingness to compromise, "tort reform has somewhat sue-
1996 editions. parts of the measure White House so there was a stalemate, he said ceeded throughout the states "
representatives had initially pro- A veteran Hill observer who re- "There has been a lot of work
As an insurer, there's no better time, and posed, said Mr Lobert The matter quested not to be Identified shared done on Superfund There is pretty
. . remains unresolved this assessment much of a unanimous opinion
certainly no better place, to reinforce your The race for the White House

"The insurance rndustry per- within the insurance industry that
strengths to Bfs 155,000* readers. Bfs also helped stymle the risk man- ceived that the lid was off the retroactive liability has been a di-
. . . . agement and insurance agenda, cookie Jar and overreached | think saster and that any limitation on
AUQUSt 26 Issue IS your time to Shme' Ca” said David Pratt, senior vp-federal the insurance industry is almost retroactive liability is a positive
now to reserve your ad space. affairs for the American Insurance singularly responsible for the fail- step,” he pointed out, noting this
Assn m Washington ure of Superfund reform this sharply contrasted 1994, when the
"Policywise, this Congress was a year," said the observer "They insurance industry was divided on
>A \ty . . more positive place for us to deal were able to get it hung up on lia- Superfund reform

/RN 51 nf 4|g , |ta| 1 41 4 than any in recent memory," said bility reform " But Mr Stephens remains pessi-
Mr Pratt But "the overwhelming Insurers failed in part because of mistie about change m the short

influence of presidential politics the "nature of the game The in- term

B S i n S froze most of the second session surance industry doesn t have any "Even if there were a GOP ma-

"The president doesn't want this particularly natural allies on Capi- lority in both houses and a Repub-

I n S u ra n Ce® Congress to pass much from here tol Hill They're not a sympathetic lican president, it still isn't a 100%
on out The president wants to run group Buying insurance is like sure thing we would have mean-
New Yorle 212-210-0133 against a do-nothing Congress," paying taxes," the observer ex- 1ngful reform,” he said
he said i i iti
plained Given the current political out-
| 12-649-527 Los Angeles 213-651-371
Clucago 3 649-5276 0 Los geles 213-651-3710 Both Messrs Pratt and Lobert Insurance is regulated by the look, Mr Stephens said he is not

*
Includes pass-along readersLp argued that the Congress, despite states, and thus insurers tend to optimistic about "progress in this

the lack of movement on insurance have a state and "very, very anti- or the next Congress " igm
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This plan is such a breakthrough, we call it The Power And it empowers you to protect private companies with less
than $100 million in assets like no other policy. The Power not only includes employment practices liability
and duty to defend coverage; it has optional entity coverage that goes beyond any other in the insurance industry.

For The Power Kit, Email info@execrisk.com, fax (860) 408-2288, or call 1-800-432-8168.

Executive Risk l \

Executive Risk Management Associates is the undewriting manager for Executive Risk Indemnity Inc. (ERII), Executive Risk Specialty
Insurance Company (ERSIC), and The Aetna Casualt and Surety Company's directors and officers (D&O) liability insurance. it also underwrites
Lawgers Professional Liability Insumnce, Miscellaneous Professional Liability Insurance, and other coverages for ERil and ERSIC.

Covemge may not be availaBle in all states.
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verdict against the firm for sexual basis say their premium volume Tawney did say, however, that he Generally, the decision to buy
harassment in 1994, according to has doubled each year since they iS considering buying EPL covel - EPL insurance takes a while
Ed Zulkey, general counsel for the began writing the coverage (see age on an excess basis "essentially "The decision to purchase cov-
firmm The verdict is being ap- related story) for pi otection against a runaway erage is a long decision,” com-
coverage, it remains uncertain pealed, he added However, total premium dollars jury-type problem "
how well EPL policies will re- One of the first ma]or tests of spent on EPL coverage remain
spond to claims EPL coverage may be at hand small, noted Rick Betterley of management for Hardee's Food "A lot of people buy this the
That is because many of the em- Astra USA Inc, which is being Betterley Risk Consultants Inc in Systems Inc in Rocky Mount, second year they look," said Jim
ployers that to date have been hit sued by several former employees Sterling, Mass N C, also currently does not buy Bracken, profit center manager
with employment-related claims, for sexual harassment, wrongful " Risk managers are almost, EPL insurance "In the past It'S for the small business division of
such as sexual hai assment oi age termination and other employ- without fail, getting a proposal been too expensive," she said
discrimination, have not had EPL ment-related actions, does have for coverage,” he said "But not a However, Ms Werner did ask Wilmington, Del, a subsidiary of
EPL insurance, said a spokesman lot of those are actually getting her brokei lecently to get a new American International Group
For example, Mitsubishi Motor for the Westborough, Mass -based coverage " quotation for the coverage, she Inc
Manufacturing of America Inc, pharmaceutical company The Risk managers are "still getting added, "simply because there's so
which in April got socked with a spokesman declined to elaborate a lot of resistance from manage- much litigation" in the sexual ha- Lange said "we looked at (EPL
$150 nullion sexual harassment on details of the company's cover- ment" about the high cost of EPL rassment and wrongful termina- coverage) very seriously last year"
lawsuit from the Equal Employ- age coverage, Mr Betterley said but did not buy It However, "I
ment Opportunity Commission on "The average risk manager at a Michael Tawney, vp-risk man- Outboard Marine Corp in expect there's a 95% probability
behalf of workers at a Normal, Fortune 500 company is taking a agement/loss control at Loomis Waukegan, lll , does not have EPL we will effect (an EPL) program
1l , plant, does not have EPL cov- hard look at this coverage,” said Armored Inc in Houston, cur- coverage and does not intend to before the end of this year," he
erage, a company official said (Bl, Gerald L Maatman Jr, an em- rently does not buy EPL coverage buy it in the near future, accord- added
July 22) ployment law attorney at Baker & "The likelihood is | would pay ing to Terry Ellis. risk manager
Chicago-based law firm Baker MeKenzie in Chicago significantly more for premiums "We're trying to manage the ex- must discuss with others in their
& MeKenzie does not have EPL Most insurance companies that than simply iesolving whatever posure through good management organization-particularly their
insurance to cover a $3 8 million write EPL coverage on a monoline comes up," he explained Mr practices," she said

Coverage

Continued from page 1
mented Michael Furgueson, vp of
Susan Werner, director of risk Chubb & Son Inc in Warren, N J

New Hampshite Insurance Co in

insurance

Fol example, Microsoft's Mr

tion areas

One of the factors risk managers

company's general counsel-is

More options available in EPL policies

By DEBORAH
SHALOWITZ COWANS

. . . ered A pohcyholder may refuse a
Important restrictions sometimes apply setiement but would be natie for
Some EPL pollcies exclude cov- icy with a $500,000 limit damages exceedmg the amount of
Risk managers loolang for em- erage if a court finds a perpetra- The policy does not cover punt- the settlement and subsequent at-
ployment practices hability insur- tor' s acts were intentional, while tive damages, though Rehance is torneys fees New Hampshire Insur-
ance have more options now than other policies exclude coverage sim- considering changing this, Mr ance has been wnting EPL cover-
ever before ply if an employee alleges that an- Monteleone said If a pohcyholder age smce late 1992
As many as 14 Insurers wnte other employee acted mtentionally, refused a settlement, it would be h- Amencan Technology Excess &
EPL coverage on a monohne basis, he explamed able for damages exceedmg the Surplus Insurance Services, a
according to market experts, up EPL premiums are based on the amount of the proposed settlement wholesaler in San Mateo, Calif,has
from iust a handful a few years number of employees
ago And, several Insurers will en- EPL experts agree that a handful Rehance typically targets em- ous insurers m the London com-
dorse directors and offlcers hability of Insurers wnte the bulk of mono- ployers with about 500 employees pany market for associations, said
pohcies to remove EPL exclusions line EPL premiums, including for thils coverage, which the insurer Richard Rupp, managing director
Whntten on a stand-alone basis, Chubb & Son Inc, l,eangton In- has wntten smce 1991 Limits for the coverage are $1
EPL insurance covers hability for surance Co, Rehance Insurance Co Zurich-American Specialties milhon per claim/$2 milhon aggre-
employment discrimination based of nlinols and Zunch-American wntes EPL coverage with a $25 gate The minimum deductible is
on race, sex, national ongin, rell- Specialties Inc milhon limit Although the rmm- $5,000 and the minimum premium
gion, age and disability, sexual ha- Warren, N J -based Chubb wntes mum deductible is $10,000, the 15 $1,688 Purutlve damages are ex-
rassment, wrongful termination, EPL insurance with hmits of $25 company prefers to wnte coverage cluded
and claims brought by prospective mdlion There is no minimum de- with a $25,000 deductible, accord-
employees ductlble or premium, according to ing to Vp James C Gray The mini- ance Co wntes EPL coverage with
EPL pohcies cover the entity it- Vp Michael Furgueson The pollcy mum premium is $20,000 a hmit of $25 milhon The mini-
self, as well as past and current can be endorsed to cover punitive Coverage of punitive damages iS mum deductible is $25,000 and
partners, directors, officers and em- damages and hquidated damages, negotiable A pohcyholder does there is no minimum premium, said
ployees such as back pay, that are assessed have the nght to refuse a settle- Michael Thomas, a senior under-
Although there IS no standard under the Age Discnmination in ment The pohcy is geared to ern- wnter with Executive Risk Man-
form for an EPL pollcy because Employment Act and the Equal ployers with at least 250 employees agement Associates, an underwnt-
most of the coverage is wntten on a Pay Act, he said The pollcyholder Zurich-American Specialties, a mg manager m Simsbury, Conn,
surplus lines bass, many of the pol- has the nght to refuse a settlement subsidiary of Zunch-Amencan In- and an afhhate of Executive Risk
iaes now on the market have sev- Chubb's EPL pohcy is extremely surance Co in New York, has been Specially
eral aspects m common

and subsequent attorneys fees an EPL program wntten by van-

Executive Risk Specialty Insur-

bmad, Mr Furgueson noted For writtng the coverage smee 1994 The pohcy covers pumtive dam-

For example, the policies gener- example, some of the special areas In addition to these markets, nu- ages A polleyholder may refuse a
ally are wntten on a claims-made Chubb's EPL pohcy covers mclude merous other msurers wnte EPL settlement but would be hable for
basis and include defense costs breaches of wntten and oral em- Insurance A samphng of these fol- additional damages and attorneys
within the hmits The per-claim ployment contracts, wrongful fail- lows fees

limit also is the aggregate limit Evanston Insurance Co wntes

ure to promote, invasion of pnvacy The pohcy is geared to employers
Coverage is inggemd by a law- and employment-related wrongful EPL coverage with a $3 milhon with 200 or more employees
suit, a wntten demand for dam- infhction of emotional distress, he limit The minimum deductible is The pohcy can be canceled only
ages, a written allegation of dlis- said $2,500 The minimum premium for by the pohcyholder and offers an
cnminatlon, sexual harassment or Mr Furgueson said the pollcy is a $500,000 policy IS $3,500, while extended reporting penod, Mr Th-
wrongful termination, or an admin- geared to employers of all sizes the minimum premium for a $1 omas said Executive Risk began
istrative proceeding, such as a fil- Chubb has wntten EPL coverage milhon pollcy is $4,340
ing with the Equal Employment since 1992

wnting EPL coverage m February
Evanston's EPL policy covers pu- For employers seeking high ex-
Leangton, a Boston-based sub- rutlve damages as long as the insur- cess limits on EPL coverage,
However, "there can be a wide sidiary of American Intemattonal er's loss-control recommendations Hamilton, Bermuda-based X L In-
vanation among pollcy restne- Group Inc, wntes EPL coverage have been followed, explained Stan surance Co Ltd writes coverage
ttons," stated Jonathon S Reed, an with limits of $50 milhon The mm- Zolna, semor underwnter for Evan- with a $100 milhon limit (Bl,
employment practices defense at- imum deductible is $5,000 and the ston, lll -based Shand Morahan & March 25) The typical self-msured
torney in Hackensack, N J mimmumpremlum j $25,000 Cov- Co, a managing general agent that retention on the X L pollicy is $5
Risk managers should lead care- erage of punibve damages is nego- owns Evanston Insurance Co
fully all pohcy language, he said Evanston does not allow pohcy- only be met once when multiple
For example, "up until recently, to refuse a settlement, according to holders to refuse a settlement
most EPL insurance specifically ex- Richard Bualla, executive vp Evanston's program is geared to
cluded" punitive damages, noted Leangton has two bamc EPL employers with 750 or fewer em- line EPL policies, some directors
Ed Zulkey, an insurance speciallst products, Mr Bucilla said One is ployees, though "that's not an abso- and officers hablhty msurers are
and general counsel for law firm geared to employers with more lute limitatton,” Mr Zolna said modlfying their policies to cover
Baker & McKenzie m Chicago than 250 employees, while a newer Evanston has been wnting EPL employment practices hability for
Recently, though, some EPL poll- p011Cy IS targeted to Fortune 1000 coverage smce 1994
cies have begun to cover pumbve companies The Insurer started New Hampsture Insurance Co, a ley pointed out
damages in states where they are wnting EPL coverage in 1992 WIlimmgton, Del -based subsidiary 'I'm seeing a lot more dients
insurable, he said Reliance Insurance Co of nimois, of AIG, wntes EPL coverage for buying the msurance through their
Also, some EPL policies exclude a subsidiary of Reliance Nattonal small employers with a limit of $5 D&O policies," he said
coverage for claims ansing from Insurance Co m New York, wntes milhon The minimum deductible is
company downslzmg or plant do- EPL coverage with a $5 milhon $2,500, while the minimum pre- to make a D&O pollcy cover em-
sures, warned Rick Betterley, pmsi- hmit Occasionally Reliance wlll miurn is between $4,000 and $5,000 ployment practices habihty is an
dent of Betterley Risk Consultants wnte a $10 mllhon limit, but not for a group of up to 25 employees, endorsement addmg coverage of
Inc in Sterling, Mass often, said Joseph P Monteleone, according to Jim Bracken, proht the enbty, he explamed Then, an
EPL policies also difer m defin- senior vp and claims counsel for center manager for New Hamp- endorsement IS added to the pohcy
1ng clrcumstances under which an Reliance Nabonal The minimum s}nre Insurance's small-business di- that removes the employment prac-
Intentional-acts exclumon applies, deductible 15 $5,000 and the mmi- vision
Mr Betterley noted mum premium is $7,500 for a pol- Pumtive damages are not cov guish exclusions irl

Opportunity Commission

million and that retention need

tiable, as is the pohcyholder's nght
claims stem from one cause

In addition to markets for mono-

an additional premium, Mr Better-

The first modihcation necessary

bces exclusions and the mental an-

how the coverage may affect con-
trol ovet employment-related liti-
gation, Mr Maatman pointed out

If a company does not have EPL
insurance, the general counsel de-
cides whether to settle a lawsuit,
Mr Maatman explained How-
ever, if a company does have EPL
coverage then the insurer makes
that call

"That seems to be, rather than
price, a more sensitive issue”
among employers considering
EPL coverage, Mr Maatman said
'It is a different way of resolv-
ing personnel issues than in the
past Surrendering that sort of
discretion over settling a lawsuit
with an employee” can be diffi-
cult, he said

' It's extremely important for risk
managers to Involve people in gen-
eral counsel and human resources
early m the process," said Chubb &
Son's Mr Furgueson 1Ei

California plan

sees 22% growth
in enrollment

ROSEVILLE, Calif -California's
first statewide health Insurance pul-
chasmg pool for small employers
continues to grow as the innovative
program entens its third year

As of July 1, 111,245 employees
and dependents of small employers
were enrolled in the 28 benefit op-
tions offered by 22 camers, melud-
mg traditional indemnity insurers,
preferred provider organizations and
health maintenance organlzattons

That's up 22 1% from a year ago,
when enrollment was 91,116 In The
Health Insurance Plan of Cahfornia,
or HIPC, as the program is fre-
quently called On average, rates willl
be flat m the year ahead

The Roseville-based HIPC,
launched in 1993 after the passage of
legislation creatlng the program, is a
voluntary health insurance purchas-
rng pool for employers with three to
50 employees Legislation is pending
that would allow employers with as
few as two employees to obtain cov-
erage through the HIPC

To be ellgible for coverage, em-
ployees must work at least 30 hours
a week Part-time, temporary and
substitute employees are not ellglble
for coverage

To quahfy for participation in the
HIPC, 70% of a company's employ-
ees who have no other coverage
must obtam coverage from the
co-op The employer is required to
pay at least 50% of the lowest-cost
premium available for each em-
ployee

The HI[PC IS administered by Em-
ployers Health Insurance Co a
Green Bay, Wis -based Insurance

company



Securing premises can limit liability

Easy steps can prevent crimes,
limit property owner liability

By James E. Mcintyre

HIEN AN EMPLOYEE, GUEST OR resident

comes a Victi € on ,
who's liable?

Based on recent court decisions, it appears
commercial property owners can be blamed for
violent crimes and robberies as much as the people
who commit them. The price of that responsibility is
steep: Seven-figure verdicts are becoming
commonplace.

Owners and operators of office buildings, motels,
hotels, shopping malls and apartment and
condominium complexes must be especially diligent
in providing security to visitors or tenants. But every
establishment with a parking lot or garage is
vulnerable.

Some reasons for blockbuster jury awards and the
ever-growing number of premises-security suits and
claims are:

« The tendency of the courts to shift responsibility
from the criminals to "negligent"” property owners.

* The reluctance or inability of business owners to
keep up with advances in security technology. If your
systems fall short of what a jury would consider
state-of-the-art, you have a potential problem on your
hands.

« Failing to adequately screen employees assigned
to high-risk positions. It's easy for juries to
second-guess the character of the employee to whom
you gave the keys.

- More violent crime.

Fortunately, you probably don't have to spend a lot
of time or money to increase security on your premises
and limit your liability. Here are some simple steps

you can take right now.

1. Manage for safety. Make security a top
management commitment. Management must monitor
security controls-even if you have a security firm.
When violations are noted, the appropriate employees
should be promptly notified and the situations
corrected.

2. Limit access to your property. How easy is it for
unwanted guests to walk or drive in? Consider posting
guards at entryways if feasible.

3. Consider closed-circuit television. When
monitored by people who can react decisively to
emergencies, the payoffs of closed-circuit television
can be immediate and substantial. Maintain your
equipment. Inoperable cameras can increase your
problems by luring your customers into a false sense
of security.

4. Brighten things up. Hallways and parking lots
should be well-lighted. llluminate potential trouble
areas to eliminate shadows and provide for clear
CCTYV pictures.

5. Build a fence. Good perimeter fencing will keep
people from wandering onto your property and mark
the boundaries of your area of control.

6. Be careful with your keys. Well-written and
enforced key-control plans are crucial and expected in
public-use areas such as office buildings and hotels.
Yet many managers are surprisingly lax when it
comes to keeping track of keys.

7. Check your doors and windows. Lock should look
solid and be in good repair. Sliding doors should have
track-blocking devices to supplement handle locks.
Double-cylinder deadbolt locks should be on tenant
and guest room doors.

8. Eliminate stops on vacant floors. Program your
elevators to bypass them. They are prime locations for
assaults.

9. Screen new hires. Conduct background checks on
people responsible for safety and security, and those

with access to master keys, such as housekeeping and
security personnel. Depending on the potential
employee's level of responsibility, consider checking
employment history, motor vehicle records and police
records.

10. Educate your staff. It's crucial that employees
know security procedures and be kept informed of
changes. Security is everyone's responsibility.

11. Make friends with the police. Do you have a
good working relationship with your local police
department? Ask the police about criminal activity in
your neighborhood or for an appraisal of your security
systems and procedures. For information on current
security technologies, try a reputable security
company.

12. Document your security efforts. Keep careful
records of training programs you conduct, procedures
you put in place and physical enhancements you make
to improve security. You'll want this information in
case a problem ever arises. If you ever have to cut
back on a security measure, be sure to document the

13. Don't overplay the safety of your facility. Avoid
making inflated claims about the safety of the your
site and its surroundings. If warnings are appropriate,
make them.

Ask an attorney familiar with this area what's safe
to say and what isn't.

James E. Mcintyre is manager Of
loss control for The Hanover Institute

Co., based in Worcester, Mass.

For one couple, implant controversy created dilemma

Book explores worker's divided
loyalty to Dow Corning, wife

"Informed Consent"”

By John A. Byrne
Published by MeGraw-Hill,
New York, N.Y. 10011

$22

11 W. 19th St.

By Kevin M. Quinley
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of being the risk manager for Dow Corning Corp.
Thousands of women decided to undergo silicone
breast implant surgery to enhance their self-esteem
but now accuse Dow Corning of damaging their
health.

Colleen Swanson was one such woman. What sets

her story apart from thousands of others is that her
husband, John, headed Dow Corning's ethics
program.

A new book, "Informed Consent,"” by Business Week
journalist John A. Byrne, shows how the Swansons'
lives were tragically affected by Ms. Swanson's
decision to pursue a claim and raises questions about
corporate responsibility to the public.

Mr. Byrne is a business journalist, an unlikely
muckraker in this modern-day morality play.

In the book, Mr. Byrne explores the moral dilemma
faced by John Swanson.

Dow Corning "company man" and architect of its
renowned corporate ethics program, he slowly realizes
that the product he's staunchly defended for years
may be responsible for his wife's catastrophic iliness.
He is torn between his wife's accusations that Dow
Corning's implants caused her iliness and his
company's belief that silicone is safe.

Books & Ideas

Dow Corning maintains to this day that science is
on its side, but Ms. Swanson-like thousands of other
women-believes Dow Corning denied her the right of
informed consent by hiding the risks of having
silicone breast implants.

To offer a bigger picture on the situation, Mr. Byrne
portrays the experiences of other silicone breast
implant recipients, including Kathleen Anneken and
Sybil Goldrich, the co-founders of the Command
Trust Network, a support group for women with
implants.

Mr. Byrne also focuses attention on a link between
silicone implant manufacturers and the doctors who
practiced plastic or reconstructive surgery.

The author points out that the plastic surgeons paid
about $220 for a pair of Dow Corning implants, but
charged their patients about $4,000, adding that
"more than six out of ten failed to inform patients of
the full risks of the operation.”

In May of 1995, after years of public battles and
draining litigation, Dow Corning filed for bankruptcy.
By this time, the cases' merits seemed to matter little.
The sheer volume of litigation against the company by
staggering numbers of women made financial
restructuring a necessity.

Unrepentant, Dow Corning continues to maintain
that it acted ethically, citing recent studies by

institutions such as the Harvard Medical School and

the Mayo Clinic casting doubt on the link between
silicone and autoimmune disease.

Critics-particularly plaintiffs lawyers, who
coincidentally stand to reap a fortune-dismiss these
studies on various grounds, including the small size of
their samples. Yet, for all of their seed money, the
plaintiffs attorneys have yet to produce one scientific

study meeting their exacting criteria proving such a
causal connection.

Of course, many risk managers may have their own
take on this good vs. evil struggle as portrayed in John
Byrne's morality play.

To what extent are corporations obliged to warn pa-
tients of risks that haven't been scientifically proven?

To what degree did John Swanson "sell" his story?
Is this a corporate form of checkbook journalism?
Does this compromise his objectivity?

Why did Mr. Swanson take so long to get religion
and not resign in protest sooner? Rhetorical questions
admittedly, but ones dodged in Mr. Byrne's otherwise
revealing book.

It is now politically incorrect to defend Dow Corn-
ing. It is considered bad form to note the disturbing
truth that not a single scientific study has proven a
causal link between silicone implants and autoim-
mune disease.

In any event, the controversy is not likely to end

Whether you view the Dow Corning situation as a
case of junk science run amok or corporate greed tran-
scending public responsibility, it stands as a modern-
day case study of risk management in its most ex-

treme form. /81

Kevin M. Quintey is up of risk
seruices for MEDMARC Insurance
Co. Inc. and subsidiary Hamilton
Resources Corp., both of Fairfax, Va.
Mr. Quintey holds the Chartered
Property & Casualty Underwriter
and Associate in Risk Management
designations.
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n ment incentives, Ms Hart said said, emphasizing that the em-
"Plaintiffs lawyers argue, 'The ployer's selection process must fo-
OC O rS u S I n eSS a n a ge reason you have this brain-dam- cus on quality as well as cost-ef-
, Continued from pa aged baby IS because the physi- fectiveness
"That's a fairly signi ficant cian didn't do a C-section because "Once you've identified your
change, although it's occurred that would've affected the amount managed care provider, employers
S q u a re O Ove r over a relatively long period of of money he would've gotten back are then entering into a fairly dis-
t-me " in the risk-sharing pool,™ she ciplined process in terms of con-
While an employer hasn't been said "These are going to get jury tract protections,”" said Mercer's

- sued yet in a managed care case, Sympathy " Mr Brossman Those contracts in-

l I l a l l a g e Ca re I S "It's only a matter of time in my And, as more and more states clude indemnifications and hold
mind before the plaintiffs bar gets move to bring managed care into harmless provisions in their lan-

ahold of a similar fact pattern and their Medicaid programs, the fact guage in case the employer is sued

”IinOiS |awmakerS Seek Su ppor't fOI’ ChangeS presses it (against an employer),"” that Medicaid recipients aren't for any action by the provider

Mr Mercumo said

By CRISTAL CODY care forit" Most of the employers that
Rep Judy Erwln, D-Chicago, is Marsh & MelLennan has been in-

Now that llimois Gov Jun Edgar another co-sponsor of the act who Folved with are those more ae- 'It'S only a matter of tirne in rny rnind
has signed two bills that are part of beheves a hearing could help re- tively involved in the actual deliv-

a broader Managed Care Patients' solve issues ery of care, Mr Mer:urio said before the plalntlffs bar getS ahold of a
Rights Act, state legislators are "l think heanngs around the Some of those are contracting similar fact pattern and presses it (agalnst

lookrng to gather pubhc support state would help push the learning with health care providers, while
for remaimng provisions under the curve for people lookmg for quality others are directly employing the an employer),' says Anthony J. Mercurio Jr.
act health care " caregivers

However, a business group is The lllinois State Medical Soci- According to Fay A Rozovsky,
urgmg employers to rally against ety has launched a campaign to en- vp of risk management and legal
the remaining proposals or else courage patient feedback on the affairs for New York-based AIG covered by ERISA could lead to Many employers, particularly
risk losing managed care tools that World Wide Web The Web site Healthcare Management Services, more liability exposure for the laiger companies, are pushing

have helped lower health care (hup //www isms org) lets llhnols employers also face potential managed care organizations doing more responsibility to the man-

costs patients read about the act and hst claims for negligence or breach of Medicaid business aged care organizations, Mr
One bill that Gov Edgar signed negative HMO experiences Physi- fiduciary duty over the way they Obviously, given the volume of Brossman said, demanding cer-
earher this month guarantees new cians then plan to forward the re- select health care providers such patients if there IS going to tain levels of performance
mothers a hospital stay of at least sponses to legislators for use in the For example, an employer could be an opening of the floodgates "Some of this may actually help
48 hours after normal childbirth upcoming session face negl_gent selection claims if a that's where it will be," Mi Gra- the employer to avoid liability be-
and 96 hours after a Caesarean sec- Dr Sandra F Olson, president of plaintiff's lawyer can show the ber said cause they can say they've done a
lion That law takes effect immedlI- the lllinois State Medical Society company selected a provider As the liability risks associated good Job in selecting the managed

ately for state employees and m Chicago, beheves the Internet purely or- the basis of cost without with managed care grow, both care provider, and then they've
within 60 days for other Insurance will further communication be- regard to quallty of service, or if it employers and managed care pro- shifted responsibility," he said
programs regulated by the state tween patients, doctors and legisla- selected someone after having viders can minimize their expo- Both employers and managed
The law does not apply to self-in- tors been put on notice that that pro- sure with risk management tech- care organizations should take a
sured plans "It's really a three-way street so vider's services were of question- niques and insurance hard look at benefit documents to
The second bill sighed by the we can get information from pa- able quality Coverage provided by managed eliminate opportunities for
governor requires HMO plans to tients," said Dr Olson "In turn, Wrongful denial of claims is yet care insurers include directors wrongful denial of benefit claims
allow women direct access to ob- people can communicate with us another potential liability associ- and officers liability, direct medi- "You have to make very sure
stetncians or gynecologists without what they feel is important, plus ated with managed care plans cal professional liability, vicarl- you're closing the loop on what
visiting a general practitioner first they can communicate with their Brent J Graber, a partner with ous medical professional liability your benefits are," A&A's Ms
for approval legislators and let them know what Blatt, Hammesfahr & Eaton in and errors and omissions or "bum- Hart said, noting benefits must be
More than 40 lllinois state legis- they think of their endeavors " Chicago, said that to his knowl- ness operations" liability outlined clearly and completely in
lators are co-sponsoring the broad Larry Boress, vp of the Midwest edge there still has not been a Marsh & McLennan designed its membership materials
claim in which ERISA has not Managed Care Risk Program to At Stamford, Conn ,-based Xe-
pre-empted a wrongful denial ac- analyze clients' core managed rox Corp, which has a self-in-
tion in state court, unless the plan care functions to assess and miti- sured employee medical plan that

'Unless business and health care purchasers is an exception to ERISA gate risks, and Mr Mercurio said deals with some 216 HMOs, risk

. . ) But, with the door open to mal- the broker has seen a steady in- management is a constant element

speak out and give their views and concerns practice claims in state courts, crease in employers looking for of the program, said Helen Dar-

about this Iegislation, we will be handcuffed many plaintiffs are crafting insurance solutions to their man- ling, manager of health care strat-
claims more carefully to pre-empt aged care exposures egy and programs

by these proposals,' says Larry Boress. ERISA and gain access to the Marsh & Melennan is deliver- "Some of the things that I've

higher awards that state courts ing those coverages through two seen that could be concerns can be

can provide, the attorney said approaches, he said "expanding addressed by doing things the

"One thing plaintiffs are doing out" a conventional general liabil- right way," Ms Darhng said "If
managed care legislative package, Business Group on Health in Chi- more and more frequently iS tak- ity pO11Cy or professional liability you do all those things right |
which among other things would cago, a group of employers who ing claims that have some aspect policy to provide needed coverage, haven't seen a case yet where the
prohibit a prior-authorization re- banded together for buymg power of wrongful denial of bene- or through a stand-alone insur- company hasn't been upheld "
quirement for emergency care and in health plans, said he iS dis- fits and styling that claim more ance placement Among other things at Xerox,
bar plans from revoking treatment pleased with the legislation and the like a medical malpractice claim," "The reason we've done stand- that means "going to a lot of trou-
authorization previously granted medical community’'s high-tech ef- he said alone placements in some cases is ble to make sure that if we're be-
Proposed legislation still to be fort to draw individuals into the One health care risk manage- not dtiven so much by the nature ing looked at by anybody who IS
passed also would outlaw "gag" debate ment expert said that while she of the exposure,” Mr Mercurlo less than friendly to us that we
clauses that restrid physicians "It is not a positive proactive sees the ERISA pre-emption issue said Instead, the decision stems did everything humanly possible
discussion of treatment options step, but a defensive step by the becoming an increasing concern from the risk manager's relue- to give the employee every break
and would allow patients to choose medical society," he said "We see "down the road," for now the ar- tance to commingle the managed possible under the plan," Ms Dar-
their own physicians patient care protection acts as re- eas that don't enjoy ERISA pro- care exposure with the company's ling said

llhnois Sen Dan Cromn, R-Elm- ally physician protection acts” tection have created more than existing GL coverage or the exist- Meanwhile, Xerox has "an army
hurst, is among those supporting Mr Boress said that in the long enough exposures for managed ing policy's capacity for the man- of lawyers who makes sure that
passage of the managed care re- run, the bill would undo some of care plans aged care exposure every word we say is unambigu-
form package, because he said the achievements of publte and pri- And those areas at risk are Marsh & MelLennan is seeing ous and we qualify everything we
there is an underlymg backlash vate employers in trying to contain growing, most notably through ef- more and more stand-alone ap- say," she said "If there's any
amid the pubhc's conformity to costs while stlll providing quallty forts to apply managed care to proaches, Mr Mercurio said, with chance it can be misunderstood
managed care health care for employees workers compensation pro- many large self-insured employ- you've got to clarify it "

"We hve in a democracy, so pop- "It's time that (physicians) look grams-which don't fall under ers seeing the stand-alone policy Still, there is occasional ambi-
ular sentiment means somethmg," beyond the hospital and office door ERISA protection-and by states as a way to buy down the self-in- guity, and when those cases arise

he said "The question to be asked and look at people purchasing in- seeking to introduce managed sured retention we always are on the side of the
is whether there iS too much man- surance," he said "What should be care techniques to their Medicaid There are also "front end" risk employee," Ms Darling said
aged and not enough care " done is where there are problems programs management approaches to limit- There are two reasons for siding

The senator intends to begin the recognized by physicians or organi- "The malor issue from a severity ing the problem for employers, with the employee in those cases,
next legislative session by letting zations, they address those prob- standpoint with managed care or- said Mr Brossman, who works Ms Darling said The first iS that
both sides answer that question at lems outside the legislative arena ganizations continues to be denial with Marsh & MelLennan's Man- the company's benefits area is
several hearings planned in the Legislation should be the last re- of benefit issues," said Judy Hart, aged Care Risk Program Those "here to help out, not to be barn-
fall sort when trying to improve any vp and deputy national director of approaches include due diligence ers "

"l think this is a debate that industry " Alexander & Alexander Inc 's Na- in selecting providers, such as de- The other IS what Ms Darling
needs to take place," he said "And Mr Boress said employers and tional Health Care Practice in St talled requests for proposal that calls the "you've got to be kidding
when it is over, (I hope) we all other health care purchasers must Louis examine the quality of the pro- test " While benefits denial chal-
learn something about how effec- voice their behefs, as legislators "A lot of those are caused by the vider organization lenges rarely draw the attention
tive, or lack thereof, managed care can only respond to what they definition of 'experimental proce- Among other things, employers of the company's top executives,
s hear dures,' " Ms Hart said "A lot of should ask for written proof of the test 15 to avoid situations in

Mr Cronin said hs main mterest "Businesses cannot afford to sit that is because the benefit con- providers' accreditation, check which the chairman would say,
throughout the heanngs w111 be to back and let orgamzed medicine tract does not do a good lob defin- references and investigate "You've got to be kidding Why
examine the adequacy of managed carry the word," he said "Unless ing experimental procedures " whether they've been sued, said didn't we Just pay this?"
care plans "Is it saving moneyp business and health care purchas- A factor that is not necessarily AIG Healthcare Management's "So if it doesn't pass the "You've
Probably yes, but what IS the end ers speak out and give their views driving the filing of cases, but is Ms Rozovsky got to be kidding test’ we give the
result?" he asked "I hke the free- and concerns about this legislation, causing considerable problems in "And you want to document a benefit of doubt to the employee,"
market influence, but | don't want we willl be handcuffed by these defending them, is physician m- paper trail that your criteria for Ms Darling said "And you can't
it to go so far as sacnficing good proposals " centive programs or cost contain- selection were appropriate,” she go wrong if you do that "



By EDWIN UNSWORTH

LONDON-British insurers are urging the
government to repeal its property/casualty
premium tax, arguing the tax ultimately
could lead policyholders to reduce or aban-
don their coverage.

In a position paper released last week, the
Assn. of British Insurers claims that the 2.5%
tax on most non-life insurance policies penal-
izes the buyer and discourages individuals
and businesses from purchasing sufficient
coverage. The tax took effect in November
1994.

"Insurance premium tax penalizes those
who seek to protect with insurance,"” ABI Di-
rector General Mark Boleat said. "This extra
tax burden can only act as a disincentive for
taking out adequate insurance cover."

In addition, the premium tax conflicts with
government initiatives aimed at encouraging
people to be more self-reliant through insur-
ance, he said.

Mr. Boleat said ABI member insurers look
forward to "constructive discussions with the
government and hope they will recognize the
threat to prudent protection which over-tax-
ing insurance presents."

The ABI said the real cost impact of the
premium tax on insurance premiums has so
far been masked by reductions in insurance
rates since the tax was imposed in November
1994. However, property/casualty insurance
rates are expected to start rising by the end of
1996 or early 1997 and, when they do, the
premium tax also will rise because it is
charged as a percentage of premium and will
"exacerbate" any increase in the size of fu-
ture cycle swings in premiunn level.

The ABI also said that because the effect of

the tax has not yet become apparent, its ef-
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British insurers lobbying
for repeal of premium tax

Tax will prompt some buyers to drop cover: ABI

feet on demand for insurance has been simi-
larly "postponed.” However, when insurance
rates start to rise, "there must be concern that
the magnifying effect of (the premium tax) on
such rises will only worsen the position"” in
some sectors where high proportions of peo-
ple already are underinsured.

The positions could be worse still in the
commercial sector, where some policyholders
already have demanded lower premiums or
have purchased less coverage as a result of
the tax. Unlike value-added tax, for which
companies can obtain a refund, the premium
tax can not be recovered. The policyholder
pays the premium tax at the time the pre-
mium is paid.

The ABI said that as a result of the pre-
mium tax, one major insurance company al-
ready has seen premium income from nine of
its biggest commercial clients drop by half.
Other insurers report that policyholders are
-retaining more risk, the association added. It
said retentions are being made "in an effort
to counteract the greater cost of IFI'."

The tax also could cause problems in com-
pulsory classes of insurance, such as employ-
ers liability coverage or third-party liability
insurance for motor vehicles. The ABI claims
that rather than accept the higher overall
charges, "the more probable result will be an
increase in the already worrying levels of eva-
sion of such compulsory insurances."

Amid fears that the government may raise
the premium tax in November, the associa-
tion concludes that, "The government should
recognize the threat to prudent protection
and take action in the November 1996 Bud-
get. Outright abolition of (the premium tax) is
the ideal solution. As a minimum, there
should be neither any increase in rate or
scope of the tax." ig]l

Four Lloyd's members agents
planning to merge operations

By SARAH GODDARD

Lloyd's of London agencies are continu-
ing to consolidate to prepare for the new-
style Lloyd's after the implementation of
the market's reconstruction and renewal
plan.

Last week, four Lloyd's members agen-
cies-R.F. Kershaw Ltd., Castle Members
Agents Ltd., Holman Macleod Ltd. and
Marlborough Underwriting Agency Ltd.-
announced plans to merge their operations
into a single new company, Greenwich
Lloyd's Underwriting Ltd., at the beginning
of next year.

Based on current capacity, Greenwich
will be the second-largest members agent
after Sedgwick Oakwood Lloyd's Under-
writing Agents Ltd. The four agencies han-
dle about £487 million ($756.2 million) in
capacity this year for 871 names and two
small, limited-liability corporate capital
vehicles.

Kershaw Managing Director Christopher
Hodgson, who will become managing direc-
tor of the new agency, said the move was a
response to "the desire for greater critical
mass" in the new Lloyd's.

Greenwich will be "prepared for the
changes in the marketplace,” Mr. Hodgson
said, including the anticipated shift to lim-
ited liability participation in Lloyd's by a
number of traditional names.

However, this change in membership sta-
tus probably will not happen until the 1998
year of account, he said.

Furthermore, the shift partly will be in
response to changes in capacity-to-capi:al
ratios that currently permit unlimited lia-
bility members to underwrite a greater pro-
portion of business than corporate vehicles,
he said. Mr. Hodgson predicted the so-
called gearing ratios will be more equal by

London

1998 and it will be easier for names to con-
vert to limited liability status.

Also, managing agents Atrium Under-
writing Ltd. and M.H. Cockell & Partners
are in talks about merging. There are no
plans to combine the syndicates the two
agencies now control.

Atrium, part of the Atrium Group Ltd.,
which also includes corporate capital pro-
vider Atrium Capital Ltd., manages marine
syndicate 609 and Cockell manages non-
marine syndicate 570.

The two syndicates have combined capac-
ity for 1996 of £121 million ($187.9 million),
£7 million ($10.9 million) of which is pro-
vided to syndicate 609 by Atrium Capital.

In a joint statement, Michael Cockell, se-
nior partner of M.H. Cockell & Partners,
and Daniel Burnett, managing director of
Atrium Group, said the merger "would
leave us well-placed to respond to the dra-

matic changes presently taking place in the
world insurance market.”

$575 million in claims

Pool Reinsurance Co. Ltd., the U.K. gov-
ernment-backed reinsurer for terrorism
risks, has received claims from last
month's Manchester bombing totaling £370
million ($574.5 million).

Claims are still being received, confirmed
Pool Re Chief Executive Leslie Lucas, but
he is confident the majority of claims have
been reported.

Despite the high level of claims, Mr. Lu-
cas does not expect rates to increase for the
moment, though another major terrorism
attack in mainland Britain could hike rates,
he admitted.
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Germany threatens freeze
on health insurance rates

Insurers seek rate hike to meet rising costs

BONN, Germany-In an attempt to con-
trol spending by health insurers, the Ger-
man government is threatening to freeze
health insurance rates even before a cost-
cutting program goes into effect next year.

The government, which hopes to reduce
health insurance premiums by 0.4% in 1997
through an austerity plan put in place this
year, threatened the rate freeze to count-
eract German sickness funds' proposals to
raise rates by about 1% before the law goes

into effect.

"If the sickness funds are unable to bud-

get themselves, then the government must
take on the responsibility," said German
Health Minister Horst Seehofer.

Sickness funds, however, say they must
raise rates to get out of the red. Earlier this
year: the government reduced health insur-
ance premiums for the unemployed, retir-
ees and welfare recipients, thereby lower-
ing sickness funds' income even as the costs
of hospital services and drugs continue to

In Germany, health care insurance is
compulsory and administered chiefly by
sickness funds, which are non-profit orga-
nizations funded through employee and
employer contributions that total about
13.5% of gross salary or wages. They re-
ceive essentially no government money but
are regulated by German law.

As part of the austerity plan, the govern-
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GRAPHIC BY TONY BUCCINI

Insurance buyers have seen the removal
of the 20% discount and 60% premium re-
tention since the South Quay terrorism at-
tack in February, which resulted in claims
to Pool Re of almost £100 million ($155.3
million).

Figures for the total insured loss at

Manchester will not be available until the

middle of August, said a spokesman for the
Assn. of British Insurers.

Failure blamed on software

PARIS-A fault in guidance system soft-
ware was responsible for the failure of Ari-
ane V, which was exploded by ground staff
on its maiden flight from French Guiana
early last month.

In a report into the disaster, the European
317 ''-32/4. ..2

ment has cut benefits for health spas, eye-
glasses and dental work, which it says will
reduce health care costs by 7.5 billion DM
($5 billion) this year. In Germany, health
care spending totaled about 240 billion DM
($167.06 billion) last year.

While employers are asking the govern-
ment to reduce health insurance premiums,
German health insurers are lobbying for
greater control over hospital spending.

Officials of some of the more than 100,
mostly regional, German sickness funds
call the austerity plan unrealistic.

"The government is trying to talk the
blue from the sky," said a spokesman for
the leading German sickness fund, Allge-
meine Orts Krankenkasse. He said the mea-
sures will save at most half of the planned
7.5 billion DM.

The austerity plan, which projects a re-
duction in health care benefit contributions
this year, is aimed at reducing non-wage
labor costs.

The government blames sickness funds
for excessive spending and poor business
practices, which include allowing doctors
and hospitals to charge too much for their

"The average wage contribution must re-
main between 13% and 14%," said Mr.
Seehofer. "I'm not in principle against rate
increases, but | reject wasteful spending.”

-By Don Lewis Kirk

ship sinks off Africa

LONDON-Marine underwriters last
week were still trying to determine their
exposure to claims stemming from the loss
of a Greek-owned cargo ship that sank in
stormy waters off east Africa.

The bulk cargo carrier MV Sundance
sank July 23 while making a voyage from
Aqgaba, Jordan, en route to deliver its cargo
in Indonesia.

The vessel, which was built in 1978, and
its entire cargo of 16,000 metric tons of pot-
ash were lost, while 27 of the ship's crew of
29 were rescued.

The vessel's managers, Primera Maritime
(Hellas) Ltd., which is based in Athens,
Greece, declined to disclose information
about insurance for either the vessel or its
cargo.

Marine underwriters at Lloyd's of Lon-
don still were trying to ascertain details of
the MV Sundance's insurance coverage last
week.

The vessel sank at about 1 degree north
latitude and 54 degrees 47 minutes east lon-
gitude, or about 1,000 miles off the coast of
Somalia. The storm was creating 26-foot

Another vessel that was sailing in nearby
waters was able to rescue 27 crew members
of the MV Sundance, but the fate of two re-
maining crew members was unknown late

last week.

-By Edwin Unsworth

Space Agency identified a complete loss of
information on the rocket's guidance and
altitude, and commented that the loss of the
rocket was partly due to insufficient testing
and analysis before the flight. The rocket
was not insured.

Ariane V is now not expected to enter ser-
vice until next year.

Reliance adds capital

Reliance Group Holdings Inc. has upped
the capital dedicated to its London under-
writing operation, Reliance National Insur-
ance Co. (U.K.) Ltd., by $10 million, bring-
ing total capital to £42.1 million ($65.4 mil-
lion) up from £25.6 million ($39.8 million)
in 1995.

See London on page 20
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HELP WANTED HELP WANTED HELP WANTED HELP WANTED HELP WANTED HELP WANTED

Insurance

Regional Team Leader

AIG Insurance Services, Inc., a member company of
American International Companies, the leading US-based
international insurance organization, is seeking a dynamic
results-oriented individual to join its newly formed
Healthcare Management Services Division with locations
in California and Philadelphia.

This take-charge individual will manage the regional
operations and marketing functions and be responsible for
revenue production and expenses.

Required is a minimum of 5 years' risk management and/or
management consulting background coupled with 2- 3 years'
healthcare and/or worker's compensation experience.
Medical and/or vocational rehab experience is a plus Solid
decision making, leadership and presentation skills are
essential. Travel required.

We offer a competitive salary and benefit package. For
consideration, please send resume with salary requirements
to: AIG Claim Services, Inc., Human Resources, 400
Interpace Parkway, Bldg. A, Dept. RTUBI, Parsippany, NJ
07054. An equal opportunity employer.

AlG Wodd kaden *Insurm and 8nandal servicins.

HELP WANTED HELP WANTED

CORPORATE RISK /UANAGER

At Orion Capital Companies, we focus on helping

businesses solve business problems, by providing

services that add value to insurance products. We

operate in well-defined segments of the property
and casualty insurance industry, and have earned
a well-deserved reputation for quality.

We are seeking an experienced professional to
oversee our corporate risk management function.
Specific responsibilities will include analyzing
our exposure, insurance and funding needs,
establishing loss control and risk management

programs, and assuring compliance with statutory

safety requirements. In addition, you will act as

point-person between us and our agents and brokers

to coordinate the procurement, renewal and
modification of policies.

You must have 8-10 years of progressively
responsible risk management or multi-line
insurance underwriting or claims experience, an
in-depth knowledge of insurance coverage and
risk management techniques, and a CPCU or
ARM designation. The ability to handle a heavy,

varied workload and strong negotiation, analytical

and communication skills are essential. The

proven ability to coordinate and prioritize projects

is a must.

Orion is wholly-owned by NYSE-listed Orion
Capital Corporation, and ranks among the 45
largest property/casualty insurance operations in
the US. We offer a salary commensurate with
experience, a generous benefits package and

strong professional development opportunities. For
confidential consideration, please send your resume,
indicating salary history/requirements, to: Human
Resources-LV, Orion Capital Companies, 9 Farm
Springs Drive, Farmington, Cr 06032.

We are an equal opportunity employer.

ORION CAPITAL COMPANIES

FREE LANCE WRITER

National newsletter publisher needs writ-
ers with expertise in workers' comp settle-
ments, mediation, cost control. Also risk
management cost control. Send resume to
Mike at Northeast Publishing Group, 23
Drydock Ave, Boston, MA 02210 or fax to
617-345-9646.

COMMERCIAL PROPERTY
& CASUALTY PRODUCER

11 you area lighl,mdvated soles otientld idividw!
we k on excellent career oppotiunily ovoilable. Out
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imumxe indi,idual to:
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HELP WANTED

PROFESSIONAL LIABILITY SALES

Northeastern Ohio firm expanding
Professional Liability Department. Exciting
opportunity for proven sales executive.
Growing department requires Producers.
Leads provided. Transfer of existing busi-
ness will be considered. Attractive com-
pensation package. Submit resume to: RO.
Box 28, Akron, Ohio 44309 or fax resume
to (330) 864-8661.

BENEFITS MANAGER

MANAGERIAL POSITION AVAILABLE
IMMEDIATELY with public sector Union
Benefli Trust. Must have substantial
knowledge and expertise in health care
contracting, self-insured and fully insured
products, understanding of insurance law
and industry standards. Familiarity with
managed care products and industry
trends. Must have 4-6 years experience in
health care insurance, benefits manage-
ment end/or a Union Trust; 2-3 years expe-
rience in staff management or supervi-
sion; familiarity and comfort with staff
team approach to organizational func-
tions. Must have ability to interact and
commnicate effectively with Trustees,
State officials, vendors, consultants, and
various other diverse external audiences.
Must be able to effectively manage multi-
pie tasks simultaneously. Excellent writing
and analytical skills. Moderate or high
level of computer literacy. Excellent bene-
fits. Competitive salary. NO CALLS PLEASE.

Persons interested in applying for this
position should submit a resume and
cover letter to:
OCSEA Benefits Trust
ATTN: LA.
17 South High Street, Suite 403
Columbus, OH 43215

An Equal Opportunity Employer

HELP WANTED

Toyota Motor Insurance Services (TMIS) has an exceptional
opportunity for a mid-level professional Regulatory Affairs
Administrator to support all TMIS insurance entities. You will
prepare all state filing packages (form and rate), and responses to
all insurance department inquiries, analyze regulatory bulletins and
laws to determine what impact they may have on TMS companies
and products, and maintain TMIS company licenses and records.
The qualified candidate will work dosely with our product groups
to ensure correct implementation of forms, rates and contracts
for compliance with state laws and regulations

Qualified candidates will have a 4-6 years related professional
experience ideally with an insurance or compliance background.
Rate and form filing experience required. Excellent analytical,
communication, and interpersonal skills and a strong orientation
to detail are essential. Bachelor's degree in Business or related
discipline and/or parategal certificate oreferred

TMIS offers a competitive salary and an outstanding benefits
package induding medical, dental, vision and life insurance as well
as 401 k and pension plans. For consideration, please send your
resume with sa an, requirements to: Toyota Motor Insurance
Services, Attn: Human Resources, Dept. JW.BI, 19001 South
Western Avenue, PO Box 2991, Torrance, CA 90509.2991, or
FAX to: (310) 787-3507. As a condition of employment, you will
have to submit yourself to and pass a drug test EOE M/F/HN.

TOYOTA TmMmis

MOTOR

INSURANCE
SERVICES

INSURANCE PARALEGAL

DELTA CEN-AL PLAN OF CALIFORNIA a leader in the ) 1
Aealth Zare Service Industry, has an immediate opening ,
for a qualified individual to support General and Associate *
Counsel in maintaining compliance with multi-state - j
insurance and managed care laws and filing requirements, '
contrast review and control, contact with regulators, ,
legislative review and tracking and statutory research.

Requires a BA/BS in Liberal Arts or equivalent with 3to 5,
years expe:ience working in insurance or regulatory law: 1
PC experience; excellent oral and written communication , '
skills; and organizational and analytical skills. We offer a

competitive salary, complete company-paid benefits ,
and a convenient location, near all major public ,

transportation. Please send resume with salary history/'
requirements to: DELTA DENTAL PLAN OF CALIFORNIA,

100 First St., San Francisco, CA 94105. Attn: Recruitment

& Selection-L. EOE/AA,

DELTA DENTAL

11,11,1 Dent,21 111:In of | ,llifi,rnia

LEGAL NOTICE LEGAL NOTICE

INCREASED PAYMENT TO
CREDITORS

ANDREW WEIR
INSURANCE
COMPANY LIMITED

A Scheme of Arrangement was approved by
the creditors of Andrew Weir Insurance
Company Limited ("Andrew Weir") and
subsequently became effective on 14 April
1994 after receiving High Court Sanction.

Pursuant to the terms of the Scheme, the
Scheme Administrators, Paul Evans, Richard
Boy-Stones and Colin Bird of Price Waterhouse
set the "Initial Payment Percentage" at 10%.

The Commencement Date in accordance with

the Scheme was 7 February 1995.

Following a review of the financial position

of Andrew Weir and after consultation with the
Creditors' Committee, the Scheme
Administrators have set a revised payment

percentage of 15% with effect from 17 July
1996.

Scheme creditors who have already received a
10% payment in respect of their Established
Liabilities will receive an additional payment
equivalent to the increase of 5% together with
a compensatory payment.

Scheme creditors with claims established after

this date will receive the increased payment
percentage of 15% in respect of their claim
within 60 days of each claim becoming an
Established Liability.

Claims should continue to be agreed with
Andrew Weir and if creditors require more

information, please contact the company's
runoff managers:-

Insurance Management Associates
Limited, Renslade House, Whitfteld
Street, Gloucester GL1 1NA

Tel: 01452 428000 Fax: 01452 30138Z

/+ice Haterhouse )

This advertisement has been approved by Price Waterhouse,
a firm authorised by the Institute of Chartered Accountants in

, England and Wales to carry on investment business.
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LEGAL NOTICE LEGAL NOTICE

INCREASED PAYMENT TO
CREDITORS

TRINITY INSURANCE
COMPANY LIMITED

A Scheme of Arrangement was approved by
the creditors of Trinity Insurance Company
Limited ("Trinity") and subsequently became
effective on 18 March 1993 after receiving
High Court Sanction.

Pursuant to the terms of the Scheme, the
Scheme Administrators set the Payment
Percentage at 10%. The Commencement Date
in accordance with the Scheme was 6 January
1994. The payment percentage was further
increased to 15% with the agreement of the
Creditofs Committee, commencing with effect
from 9 January 1995.

Following a review of the financial position of
Trinity and after consultation with the Creditors'
Committee, the Scheme Administrators, Paul
Evans, Richard Boys-Stones and Colin Bird of
Price Waterhouse have set a revised payment
percentage of 25% with effect from 17 4 1996

Scheme creditors who have already received a
payment in respect of their Established
Liabilities will receive an addit onal payment,
equivalent to the increase of 10% together with
a compensatory payment.

Scheme creditors with claims established after
this date will receive the increased payment
percentage of 25% in respect of their claim
within 60 days of each claim becoming an
Established Liability.

Claims should continue to be agreed with Trinity
and if creditors require more information,
please contact the company's run-off

managers:-

Insurance Management Associates
Limited, Renslade House, Whitfield
Street, Gloucester GL1 1NA.

Tel: 01452 428000 Fax: 01452 301387.

|+ice Wate,*ouse )

This advertisement has been approved by Price Waterhouse,
a firm authorised by the Institute of Chartered Accountants in
England and Wales to carry on investment business.

LEGAL NOTICE LEGAL NOTICE

IN THE SUPREME COURT OF BERMUDA

COMPANIES (WINDING-UP) 1991
No. 264

IN THE MATTER OF N.F.L. INSURANCE LIMITED (IN LIQUIDATION)
AND IN THE MATTER OFTHE COMPANIES ACT 1981

NOTICE TO CREDITORS TO PROVE

(Companies (Winding-Up) Rules 1982, rule 73)

TAKE NOTICE THAT the Joint Liquidators of the Company have
fixed August 26, 1996 as the date by which all debts are to be
proved and any claims to priority are to be established.

Creditors who fail to prove within the aforesaid deadline will be
excluded from the benefit of any distribution made before debts
are proved or from objecting to such distribution.

Proofs of debt should be delivered or mailed to the Joint

Liquidators on or before August 26, 1996 at the following address:

The Joint Liquidators of NFL Insurance Limited-In Liquidation
c/o Cooper & Lines

Dorchester House

Church Street

Hamilton HM 11

Bermuda

Fax: 441-295-1242

Dated this 22nd day of July, 1996

David E.W Lines
Peter C.B. Mitchell

Joint Liquidators

LEGAL NOTICE LEGAL NOTICE

INCREASED PAYMENT TO
CREDITORS

BRYANSTON INSURANCE
COMPANY LIMITED

A Scheme of Arrangement was approved by
the creditors of Bryanston Insurance Company
Limited ("Bryanston") and subsequently became
effective on 13 April 1994 after receiving High

Court Sanction.

Pursuant to the terms of the Scheme, the
Scheme Administrators, Paul Evans, Richard
BoyStones and Colin Bird of Price Waterhouse
set the "Initial Payment Percentage" at 10%.
The Commencement Date in accordance with
the Scheme was 5 December 1995.

Following a review of the financial position
of Bryanston and after consultation with the
Creditors' Committee, the Scheme
Administrators have set a revised payment

percentage of 15% with effect from 17 July
1996.

Scheme creditors who have already received a
10% payment in respect of their Established
Liabilities will receive an additional payment,
equivalent to the increase of 5% together with
a compensatory payment.

Scheme creditors with claims established after
this date will receive the increased payment
percentage of 15% in respect of their claim
within 60 days of each claim becoming an
Established Liabilay.

Claims should continue to be agreed with
Bryanston and if creditors require more
information, please contact the companYs
runoff managers:-

Insurance Management Associates
Limited, Renslade House; Whitfield
Street, Gloucester GL1 1NA

Tel: 01452 428000 Fax: 01452 30138Z

hice Wate,*ouse ¢

This advertisement has been approved by Price Waterhouse,
a firm authorised by the Institute of Chartered Accountants in
England and Wales to carry on investment business.
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Reliance U K Managing Director
Carl Bach said the increased capi-
tal reflects the parent's "strong
commitment to our growing busi-
ness operations in London and
Continental Europe," including of-
fices in Amsterdam, Rotterdam,
Madnd, Cologne and Stockholm

Also, the capital mlection "wall milh

prowde a solid base for future ex-
pansion,"” said Mr Bach

Operation absorbed

Union has absorbed its marine un-
derwnting operation Ocean Marine
into its underwnting room m the
Insthtut]? [Lon on_Underwnte
as the fina
ing program

Ocean Marine is no longer writ-
ing new busmess, though CU w111

accordmg to the World Fire Statis-
ties Center However, the improv-
ing trend m the United Kmgdom

was not reflected around the AUG.

world

In 1993, U S fire losses increased
3% to $9 bilhon, while Dutch

losses soared by 45% to 1 45 bilhon P O Box 69, Brookfield, Vhs 530 8- ments m a Changmg Global Environ- Washington St, Suite 210, A

Datebook

AUGUST

SEPT. 8-11 Managed Care |lkadership Wis 53008-0069, 414-786-6710, ext
Summit on International Healthcare 8257

Trends summit in Mexico City, spon-

sored by Astra Merck Inc, Divensified SEPT 25-27 Managing Ergonomics m
Pharmaceutical Services and Genentech, the 19905. Harmonizmg the Workplace
$1,995 GHAA/AMCRA Customer Ser- with Humanity conference m New Or-

8. flexible Benehts Update m v.ces, Department Number 0612, Wash- leans,

Downer's Grove, lll, sponsored by Inter- mgton, D C 20073-0612, 202-778-3269

national Foundation of Employee Bene-

eponsored by the Center for Office

echnology and American Automobile

Manufacturers Ass;n , $395 before Aug

ht Plans and Midwestern University, SEM 9-10. Reinsurance Law and Prac- 15 Managmg Ergonomics Conference
$60 IFEBP, Attn Registration Dept, tice. New kgal and Business Develop- Secretary, The Pearson GrouF 1150 S
e
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losses rose by a marginal 25% to
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melude Japan at 390 bilhon yen
($3 59 milhon), down 11% on 1992,
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ments and will continue to wnte
marine busmess at the combined
capacity of the former CU room
and Ocean Marine room

The merger was In response to
the changing nature of the market,
said Cees Schrauwers, managing
director, non-hfe, of CU's UK di-
vision

"To malntain our position as a
pre-eminent provider of marine in-
surance internationally, we must
respond to customers' needs, par-
ticularly in the light of the tough
trading conditions which lie

ahead,” said Mr Schrauwers
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In the United States, Equitas has

v I\ﬂgﬁ%‘geer%gn??thogéEAqdang%lrgr%ﬂw Ecgﬁjegebnqee mSan f

Lue Brossier, formerly president Stevens & Clark Inc, Welhn

director general of AXA Re Based

s To expand e Bianhs 5. Chonal Ranaqeast il marr. Calg 655k Acel et prioe Valley ca

age Canadian funds

ropean reinsurance business
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AI I Sta te Allstate Re also has an "excellent that's the most likely place you'd ested m domg reinsurance bumness David Seifer, vp with Donaldson,
group of people," said Mr Karter find it That is the reason why this in the U S any more, and that kind Luflan & Jenrette SecUntles Corp,

"They have a very strong and partic- business was offered the way it was, of aperception could have been po- said while he is not famihar with the
Contmued from page 1 ular team approach to the bumness only 1985 and onward " tentially damaging to SCOR " business sold, SCOR "wanted more
nouncement that Allstate Corp also that very much fits m with the strat- The deal clearly establishes "Now," added Mr Smith, "it looks penetration mto the US relnsurance
had entered into a definitive agree- egles that we've been developmg SCOR's position in the US market hke it'S corrected that At the very marketplace, so this acquisition gives
ment to sell its Northbrook property over the years, so it'S a very good fit "as a major one, and that's clearly m least it tells the world SCOR has a them more slze, more scale, more

and casualty insurance operations to as far as that's concerned " line with the group's strategy," said renewed commitment to the US re- penetration”
St Paul, Minn -based St Paul Are Mr Karter "We have for years said Insurance market " He added, "The SCOR people are
and Manne Insurance Co for about that we wanted to be a larger pres- Mr Karter noted that parent com- knowledgeable, seasoned reinsurance
$180 nullion in cash _ ) 'SCOR Group Is ence m this market, and that we are pany SCOR S A had recently an- executives, so that you have to be-
Allstate had said in April that it amongst the largest a buyer, not a seller of our bumness nounced that it planned to hst its heve that they exercised due dill-
was conducting a "strategic review" 1 professional reinsur- We Just needed the nght deal to own shares on the New York Stock gence and looked at the risks and re-
of its Northbrook and Alistate Re <fr£ 4 ers in the world, come along We think that this was Exchange through a secondary pub- serves "
operations, and that the sale of those and we have to it in many ways It Just fit very well lic offenng, sublect to the correct A M Best Co responded to the an-
operations was a possible option (BI, have that kind of with SCOR Group's and SCOR US' market conditions "It is logical for nouncement by placing SCOR US'
Apnl 22) - major position in strategy " the parent to be represented on the A rating under review with develop-
Refemng to the reinsurance trans- the U S. as well,’ The deal also will permit SCOR to stock exchange, and not one of its ing implications, although it said it
action, an Allstate spokeswoman il Jerome 1(arter says. "assume a much larger position in subsidianes, which is exactly why reviews the transaction favorably be-
said "It's a much better bumness for the market," said Mr Karter "The Pans took us pnvate m December of cause it demonstrates the SCOR
them than it is for us, because they pomt is that for better or for worse, last year, because Pans is hsted on Group's commitment to the U S re-
have the size and they're in that All 90 Allstate Re employees FAIl the market values the larger players the French Bourse" insurance marketplace
busmess We're m the personal hnes be retained and continue to operate with the well-defined franchise, and Michael Momssey, a prmcipal The move is a good one for All-
business, and as a commercial com- out of their South Banington, I, of- clearly a lot of staying power with Momstown, N J -based Ftre- state as well, say observers "They're
pany they can do a lot more with it fice, while underwnting also willl "SCOR Group is amongst the larg- mark Consultants, descnbed the deal getting back to basics and they're
than we ever could * continue to be based m SCOR's New est professional minsurers in the as "Just part of the inexorable con- eliminating their operations m the
Mr Karter said in addlbon to a York ofhce, said Mr Karter world, and we have to have that solidabon of the reinsurance bum- property/casualty area that are out-
strong book of surety reinsurance, "Nobody needs additional disrup- land of major position in the U S as ness | think the Allstate transaction side the personal hnes area," said

Allstate Re has specialized in serving tion, and we want to be m a very well, so this is also a step m that (11- pomts out the relnsurance companies Michael A Lewis, flrst vp with Dean
smaller, regional U S msurers, and strong position to go mto the re- rection " SCOR S A is the world's that are going to change hands are Witter Reynolds m New York
is the leading market and generally newal season without having to 10th largest remsurer, based an Brs not lust the ones that are truly small, Following on the heels of the
the lead underwnter for business in worty about moving around, so there ranlang of 1994 net premiums wnt- but the ones that are non-core for Northbrook sale, the deal "frees up
that segment "We, of course, have are a lot of reasons why it makes ten (Bl, Aug 28, 1995) their owners, even if they're pretty some signiflcant capital to be rede-
some of that as well, but that's not sense to be out there (in South Bar- Michael Smith, an analyst with big" ployed mto their pnmary busmess,
the predominance of our book, so it's rmgton),” said Mr Karter Salomon Bros in New York, said the Twenty-five years ago, "every big which rernams personal hnes and hfe
just a very good fit as far as that's Robert Faber, asmstant vp for un- acquisition "goes a long way towards company had a minsurance submd- insurance, so this is basically consis-
concerned," said Mr Karter derwnting at Allstate Re, wll stay reversing some perceptions that may iary, but it'S a tougher business than tent with everythmg they've done
"The whole business is also vely with the operation, although vp and have been created late last year" it used to be," Mr Momssey said since going pubbc to concentrate on
complementary for us In that all general manager Terry Kelaher, to when SCOR U S was "dellsted" "It's not a business for dabblers It's their core two sectors," Mr Lewis
they do IS treaty, and of course we whom he now reports, wlll remain from the New York Stock Exchange a business for really focused, profes- said

already at SCOR Re have a fairly with Allstate, said Mr Karter as a publicly traded stock (BI, Nov sional relnsurance companies" Weston M Hicks, an analyst with
large book of facultative busmess" as Mr Karter noted only post-1984 13, 1995) "I think it's a good vertical acqui- Sanford Bernstein & Co, said that
well as alternative-nsk business busmess is mcluded m the deal "I "There were some of us who sitton for SCOR Re," said Mr Mor- "Allstate is clearly focusing its Capi-

"They don't do any of those thmgs, think everybody knows that pre- thought that perhaps the parent was rissey Mr Karter is a "fine executive tal resources on its core auto, prop-
so that's an opportunity to bring 1985, there was some very difficult sending out some signal that after who I'm sure will be able to assimi- erty and life msurance business
those two businesses together m years in the casualty business, and more than a decade of poor under- late the Allstate business very well " That's where its returns are the high-
those areas, trying to leverage oppor- those aze the years where, if there IS wnting expenence m the U S mar- The deal moves the buslness "mto est and obviously where it's competi-

tunities out of both*” to be uncertainty m the reserves, ket then perhaps it wasn't so inter- strong hands " tive strengths he" 91/
M SAS E I d er care diagn.osed, whet.her it is a legal issug, pick an_d chogse what they want," Elder care programs help everyone

housing or medical problem, the said Associate Director Anne Proh Involved, said Tammy Mattson, a

counselor will direct the family to an As part of a network of non-proht benefits consultant with Towers Per-
Continued from page 2 Continued from page 3 appropriate provider and also man- elder service agencies, Elder Services nn "The senior is going to have
an MSA backer, resolves a key dif- $3,500 annually for each worker car- age the services to completion is able to tap into the network's 840 their children find the best resources
ference in earher health care porta- ing for a parent Carol Abaya, pub- CAP also addresses issues in the other agencies to locate service pro- m the commumty," she said "The

billty bills passed by the House and lisher of the magazine "The Sand- workplace It acts as an advocate for viders nationwide This is entical for employees themselves will have to
Senate The House bill would allow wich Generation," estimates a com- employees m deallng with confhcts success, as frequently the caregiver spend less time on the issue And the
employers of any size to establish pany loses one year of productivity with employers and teaches employ- hves far from the parent employer is golng to benefit if their
MSAs for their workers, while the for every 34 employees ers how to accommodate caregiving One of the most Unportantservices employees are not going to be away
Senate bill lacks an MSA pron- "Elder care is a very smart invest- workers offered, Ms Proh said, is the training from work or at work and not being
sion ment when you look at the return on CAP is attempting to accomphsh of management "We glve them some productave"

The Clinton admimstration has the mvestment,” Mr Amenhauser the A, fficult task of combming an resources to deal with care issues," Not only has Bull's Ms Roberts
previously indicated that it could said EAP, which generally focuses on she said "Because so often people been happy with the elder care bene-
accept MSAs if they were sharply As a result, more compames are counseling with a research and re- don't think about that stuff until fit provided to her company, but she
hmited in scope After last week's providing elder care benefits, said ferral service "Very few providers their parents become unable to care has used the services herself to help
agreement, A White House spokes- Ms Rose of Kwasha Lipton In 1993, have integrated research and referral for themselves, they stress out at an elderly friend "Personally and as
man said the administration is now 31% of employees at medium-sized with EAP services," Ms Rose said work Managers are not equipped to someone responsible for buying ben-
looking forward to a Rose Garden and large pnvate companies were "Many say they have, but it turns deal with that and it really affects efits for the company, It has been

bill-signing ceremony provided with elder care benefits, ac- out to be superficial” productivity in the workplace " very valuable "
With the agreement on MSAs, cording to a Bureau of Labor Statls- Elder care benefrts are particularly

"we have cleared the major hurdle tics survey This is up from 9% in important m companies that have

that has blocked our efforts to 1991 and 3% m 1989 downmzed, because the remaining

make progress on the health 1.nsur- "Most companies put elder care employees become more valuable, TeSt Of 24_hou r cover e nd S

ance reform bill over the past sev- with child care and look at work-life said Debra Baldwin, elder care pro-

eral months," said Senate Labor issues from a broad perspectlve and gram manager for Boston-based By MEG FLETCHER sponsors, which Included two self-

and Human Resources Committee provide resources to employees to al- Work/Farmly Directions Work/Fam- insured employers-ESCO Corp, a

Chairman Nancy Kassebaum, R- low them to focus on work," Ms ily runs a research and referral ser- NEW YORK-Sponsors of Ore- steelmaker m Portland, and Safe-

Fan Rose said vice for many large companies, in- gon's pilot program testmg 24-hour way Inc , a grocery store chain
Congressional negotiators, One large difference between elder cludmg Baslang Ridge, N J -based coverage have found that combin- with operations in Clackamas

thot.gh, still have other issues to care and child care is preparation AT&T and Armonk, N Y -based In- mg workers compensation and Plan sponsors say partlopants

resolve, mcludmg whether employ- time "Elder care is not like child temational Bumness Machmes Corp group health benefits is much believe coordinating occupational

ers should be required to provide care where you have nine months to These companies, Ms Baldwin harder than they thought and non-occupational medical care

the same coverage for mental dis- plan,” said Carolyn Pemberton, se- said, see elder care as part of a pol- However, they are still enthusias- is practical and desirable

orders as they do for physical all- nlor communication associate with icy to merease productivity by elimi- bc about such a program, a Tlhng- The plan sponsors agreed lost-
ments (see story on page 6) The the Washington-based Employee nating distractions m employees' hast-Towers Pemn report that time duration management and
Senate bill would require health Benefit Research Institute "With el- hves "This is part of how we're go- tracked the programs through the provider reimbursement were the
plans to offer the same coverage der care, generally somethmg hap- mg to get the work done," iS how end of last year says most appropnate elements to mte-
for mental disorders as for physical perts unexpectedly” she descnbed her chents’ attitude Oregon's program, which con- grate in a 24-hour program, though
allments The House bill lacks a The Confidential Advisory Pro- "They view this not as a fnll but as a sisted of up to five plans sponsored establlshmg a smgle medical pro-
mental health care benefits panty gram at Pnnceton has incorporated structural business issue If they sup- by health care providers and work- vider schedule IS challenging They

provision an elder care benefit mto its EAP port their employees, they will get ers comp Insurers, is being phased disagreed about the extent to
But the core of both bills iS idell- package covering more than 50,000 the commitment and work back m out due to modest enroliment lev- which 24-hour programs could In-
tical curbing pre-existing medical employees Unlike other elder care return " els, according to the National Assn tegrate medical case management,

condihon exclusions from health benefits, however, CAP's goes be- Bull's elder care services are pro- of Insurance Commissioners' latest disability payments and employee

care plans About 70% of tradi- yond a 24-hour phone hne "We try vided by Elder Services of the Mem- Progress Report on the Implemen- communications But they agreed

tional indemnity plans and pre- to brmg more to the table than other mack Valley, a non-profit organiza- tallon of 24-Hour Coverage, which financing and claims handling

ferred provider organizations have EAPs," Mr Amenhauser said bon m Lawrence, Mass Elder Ser- was released m June As of May 1, could not be integrated

such exclusions and would have to The program, developed in con- vices provides elder care services to four of the six pilot plans were

be amended if legislation is en- junctlon with Bethesda, Md -based 25 companies m the country In ad- providing coverage to 3,624 em- Pkee copies of "Oregon 24-Hour P:-

acted National Eldercare Services Co, pro- dihon, it provides onsite seminars on ployees at 14 employers lot Programs Status Report as Of
Health maintenance organiza- vides counsellng for the worker and caregiving issues, private social The report was developed from Dec 31, 1995," are avalable by

tions, though, rarely have such ex- family to determine the exact nature workers and traming of managers questionnaire responses of plan cathng 1-800-525-6741

clusions of the problem Once the problem IS and supervisors "Employers can



. long," said Mr Cornwall vp and director of underwnting
CO n tl n e nt "We have insureds that would for Park Ridge, lll -based Protec-
g like to buy in excess of $200 mil- tion Mutual Insurance Co, an
Continued from page 2 _ Iionlfor contingent business inter- HPR insurer, said because o_f the
Yocke, risk management practice ruption in one of these locations," importance of these operations,
leader for Deloitté & Touche's where not onl){)does Chubb have policyholders "rapidly are chang-
western region, based in San Fran- no control, but where there might ing their tack to provide HPR pro-
cisco already be $100 million in cover- tection wherever they can " .,
When you see a limited number age provided to other policyhold- It's absolutely critical to them,
of suppliers providing any type of ers "We're not much inchned to he added "If they',re out of busi-
product you get concerned and do that,” said Mr Cornwall ness for 60 days, 'S devastating to
you will watch how much limit We as a carrier are trying to them " .
you will put out on any one risk to maintain an openness, an ability Chubb's Mr Cornwall also noted
control your aggregate exposure," to respond, but if the numbers of that, "All of this is exacerbated by
said Bob Ditmore, senior under- an entire foundry operation be- 'Just in time' manufactunng and
writing officer of technolosgzy, for come in excess of $2 billion, the 'Just in time' inventory," a bum-
the St Paul, Minn -based St Paul worldwide capacity is strained sig- ness _arPVproach that calls for limit-

Fire & Marine Insurance Co, one mficantly,” he said ing inventory to only a week’s
of the insurers writing this cover- he capacity has stayed the worth or so in order not to tie up
age same, but the exposure has be- capital

Second, much of the work out- come more severe, said Klaus A All this means a major loss or
sourced is sent overseas, in partic- Gebhardt, semor vp and chief un- losses could create a crisis and re-
ular to the Far East, where ade- derwriting officer at Arkwright Sult in capacity withdrawing from
quate fire protection may be prob- Mutual Insurance Co in Waltham, the market say observers
lematic Mass, one of the highly protected It'could réally have an impact

For some policyholders in the risks insurers active in this mar- on the marketplace," said J&H's
high-tech area, contingent bum- ket Mr Rogers .
ness interruption i not.an issue Me'my companies have sing!e ' While finding alternative me'ans
because they do little n?any out- suppliers and hence no capacity if of SUpply IS the Ideal solution,
that source goes out of businéss, "that's pretty hard to do these
But other companies farm out a and they would have a hard time days," said Mr Cornwall "You
significant portion of their manu- finding alternatives, said Mr Geb- don't set up a foundry operation in
facturing hardt your backyard undér a tent, that's

"One company can have as many Observers point to the unusually for sure " ) )
as 70-80 subcontractors," noted close interdependence amon "What we're helping our clients
Dorothy C Jones, vp at Johnson & high-tech firms Few high-tech do is focus on contingency plans
Higgins of California in San Jose companies manufacture an entire for each critical step in the manu-

igh-tech companies like the product from start to finish, and factunng process," said J&H's Ms
flexibility of being able to shift some do virtually no in-house Jones =
subcontractors rather than retool- manufacturing Most risk managers are ap-
ing their own plants, explained | think that insurers are con- proaching the issue by trying to
Ricard L Rogers, vice chairman of eerned over the continued interde- get a better understanding of what
the Johnson & Higgins Technology pendency{ of compames on one an- thew contingent Bl expenses are,
Group, based in San Jose other inthe high-technology sec- so they're going to greater lengths

Also, the Ien?th of product cy- tor," said Mr Davis "You can to understand what the product
cles has shrunk from three years to have one company that is a suppli- chain is, the development chain, so
six months, making outsourcing's er that impacts dozens and doz- they can be in a better negotiating
flexibility more attractive, said ens of companies," he said, refer- posmon with their underwnters
Mr Rogers ring to the high-tech "food chain " said Mr Davis

Olenka Krupa, senior risk man- "Even the big companies are de- In addition, "many of them are
ager for Fremont, Calif -based pendent upon hterally hundreds of retaining more nsk in that area,
Cirrus Logic Inc,a computer soft- other parties to get a product pro- ie, instead of looking at premium
ware and semiconductor manufac- duced," he said . ) Increases they re illing to.ac—
turing company, said "It seems, "The electromes industry iS the cept higher deductibles," he said
especially the last Year, insulance most interdependent industry that "But to a certain ertent, they're
companies have all of a sudden exists That is, nobody does everxﬂ- a httle bit handlcaPped in that for
woken up and realized how much thing for themselves," agreed Mr the most part, not many of them
capacity, or how much exposure, Cornwall There may be assembly are going to change the way their
they have underwntten, and so operations in Taiwan and the Phil- companies do business," he said
they're taking a hard look at it ippines, testing in California's Sil- We've seen many of our high-
right now and tightening up " icon Valley and chip manufactur- tech risk managers that have gone

gNonetheless, Cirrus Logic has ing in Japan, Singapore, Korea, to great lengths to educate their
been able to obtain the coverage it Taiwan, or even Scotland and Ire- senior operational management,
needs, Ms Krupa said land "If something happens some- their production managers, their

Others agree with her assess- place, generally a lot of folks are distribution management, on the
ment of the market Tighter un- hkely to be affected " issue, but at this"point we've not
derwriting standards, particularl he sheer number of subcontrac- seen any company drastically
in the high-tech field, is a "signifi- tors who can be involved is an is- change ItS operation because of
cant challenge, more so than 11 sue, agreed J&H's Mr Rogers "It's this"
was a few years ago," according to hard for the risk management de- There has been some success,
Matt Davis, San Francisco-based partment and broker to gather the however, m creating a heightened
vp at Sedgwick James of Califor- necessary data," he said "That's awareness of the issues involved,
e what's making the underwriters said J&H's Mr Rogers "Like ev-

Underwriters are taking three nervous " erything else, it's not perfect,” he
approaches, said Mr Davis They The foreign locales of many added
are imposing sublimits for contin- manufacturing facilities also is a Tt;"’o det"e'(?pme”ts Wou'qdeaDse
gent business interruption losses, factor . Lfn erwnters concerns, sal e
they are often increasing premi- "It is more incumbent today on loitte & Touche's Mr Yocke "Ob-
ums, and they are sublecting cov- Minet as a broker to have our en- viouslxj a broader manufactunng
erage requests to greater scrutin glneers taking a lead role in con- base, SO It'S not so exposed to on

om &ornwalﬁ vp for Chubb ducting survey work and work- catastrophe, and two, some better
Corp in Warren, NJ, one of the ing with chents and subcontrac- experience gver a period of time "
major insurers in the market, tors to ensure the proper fire pro- © build needed lirmts, some
agreed this iS an issue "We have tection improvements are made so risk managers are buying covera?e
been monitonng and tracking our as to be able to provide greater ca- on a quota share basis "You get a
(contingent business interruption) pacity and lower rates for our eli- group of insurers so that the man-
exposdures for quite some time now ents," said Dan R Francis, execu- ufacturer can bulld the limit that

because there are a relatively few tive vp with Minet Insurance Ser- they want," said St Paul's Mr
number of what IS referred to as vices Inc in Palo Alto, Cahf Ditmb&re

foundry chip manufacturers Underwriters are becoming "We're going through property

"Companies like ourselves who more critical, and as they review renewal right now, and taking a
write a lot of electronics firms find companies' ﬁlobal exposures the?/ look at not just your traditional
ourselves with a reasonably signif- are saxlng, "there's the weak 11nk layer of insurance, but also quota
icant accumulation of hmits at in the chain there," said Paul W share by various insurers where
singular locations because of the Pinckney, a principal with Tilling- they take a percentage of the en-
relatively few number of these hast-Towers Pemn in Irvine, Ca- tire loss, and with new capital
chip foundries and big assembl%/ hf An extraordinarily devastating coming in, | think there is more
operations, and it is pretty easy fo loss iS possible beCause the appro- opportunities for creative op-
get into the hundreds of millions priate system, such as an effective tions," said Cirrus Logic's Ms
of dollars pretty quickly frre department, is either not m Krulgkr?\1 )

"If, for example, you only did Ab place or inadequate to keep a "lit- s the need for capacity ex-
nulhon apiece, as soon as you get tle event from becoming a big pangs, t‘bere will be more sgarmg
20 (policyholders), you have $100 event," he said . of nsk in the future, predicte
million, and it doesn't take very However, Wilham R Linhares, J&H's Mr Rogers

sourcing

Updates

House bill would ban gag rules

WASHINGTON-Legislation passed last week by the House Com-
merce Committee would bar health maintenance organizations and
ott er managed care plans from imposing so-called gag rules that re-
strict health care providers' communications with enrollees

Undei the measure, H R 2976, managed care plans could not bal
providers-as a condition of signing a contract to be m their net-
wcrks-from restricting medical commumecations unth patients, such
as discussing alternative medical procedures

Penalties for managed care plans that violate the law would range
up to $25,000 States would be allowed to establish tougher stan-

dards

The bill could come up for a House vote in September

PBGC proposes new rules

WASHINGTON-Employers with underfunded pension plans face
new reporting requirements under rules proposed last week by the
Pension Benefit Guaranty Corp

The PBGC iS proposing that employers notify the agency when
they apply to the Internal Revenue Service for permission to delay
annual minimum required payments to their pension plans, default
on loans exceeding $10 million or file for protection from creditors
under Chapter 11 of the Bankruptcy Code

These new proposed reportmg events come on top of events for
whch employers with underfunded plans are required-under a
1994 law-to provide advance notice to the PBGC Those events in-
clude breakup in the corporate structure, hquidation of a corporate
rrember, declaration of an extraordinary dividend or redemption of
stock above certain levels, and transfer of at least 3% of pension
benefit habilities

The reporting rules generally apply to companies whose pension
plans have more than $50 mllhon m unfunded hablhtnes and are less
than 90% funded

The rules were pubhshed in the July 24 issue of the Federal Regis-

ter

Surety company seized

NEWPORT BEACH, Calif -California Insurance Department of-
ficials seized the offices and property of Amencan Diversified FInan-
cial Services and two related companies after an investigation re-
realed Amencan Diversified had been operating without a hcense

Since 1991, Arnerican Diversified allegedly sold more than $100
milhon worth of allegedly phony surety bonds for construction pro-
Jects to contractors, many posted on government contracts The
bonds were placed with Amencan Diversified Insurance Co , a non-
admitted insurer based m Antigua, West Indies, and affiliated with
the Newport Beach, Calif -based financial services company

George Jacobs and Thomas Ashley, the operators of the compa-
nies, recently were mdicted and prosecuted rn U S District Court in
Los Angeles on federal charges of conspiracy, mall fraud and other
charges stemming from similar phony surety bond sales, court docu-
ments show A jury is dehberating the case

Also seized by the insurance department in the July 23 action
weie Repubhe Surety Insurance Agency Inc, also known as Repub-
llic Surety Insurance Co, and Global Marketing Corp, both of New-
port Beach, Calif

Briefly noted

Alfred W Gross will become Virginia's msurance commissioner
Aug 1 He became acting commissioner May 1 after Steven Foster
resigned to Join Prudential Insurance Co of America Employers
participatmg in The MidAtlantic Healthcare Purchasing Coahtion,
which negotiates with managed care health plans in the greater Dis-
tnct of Columbia/Baltimore metropohtan areas, have reduced health
care costs by an average of 10 3% this year, the Baltimore-based co-
ahtion said last week Sedgwick James Inc, a unit of Sedgwick
Group PLC, has settled htigation with Utah and Tennessee regula-
tors over the broker's 1988 sale of Southern American Insurance Co.
to a Utah entrepreneur Terms of the settlement were not disclosed
Regulators charged that the sale to Victor Borcherds-who paid us-
mg $575 milhon of Southern American's own money-violated state
insurance law and the insurer's own corporate charter Southern
Amencan was ordered hquidated in 1992 after Mr Borcherds alleg-
edly channeled milhons of dollars out of the insurer for his own ben-
efit (Bl, March 28, 1994) The Louisiana Department of Insurance
has filed an official notice with the 5th U S Circuit Court of Appeals
that it is appealing a lower court decision that struck down a 1995
Louisiana law The law set capitahzation and other regulatory re-
quirements for risk retention groups hcensed in other states and that
wanted to do business in Louisiana (Bl, June 10) A decision by the
appellate court is not expected until early next year The board of
Travelers/Aetna Property Casualty Corp. last week approved the re-
purchase of up to $100 milhon of the company's stock, or about 4
milhon shares The repurchase, equal to about 1 % of outstanding
shares, m11 be used for stock-based employee benefit and director
compensation plans The stock closed at $26 per share on July
26 The Property Claims Services division of New York-based
American Insurance Services Group Inc estimates Hurricane Bertha
caused $135 million m insured property damage (BI, July
15) Congressional negotiators are expected to begin meeting this
week to iron out differences in tax bills earher passed by the House
and Senate that contain a slew of provisions that would simplify
pension plan administration Leslie Dew, former deputy chairman
of Lloyd's of London at various times m the 1970s, died on July 12
Mr Dew moved to Bermuda in 1976 to underwrite for Gulf 011 Co
captive Insco Ltd



though more research is necessary to quan- 'Typically, employer health and disabil-
tify this relationship,” according to the ity programs are separate and uncoordi-
draft nated In addition, many employers do not

Disability
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However, researchers theorized that large have aggressive return-to-work programs [ 1,220

they reached the point of maximum medi- employers had an easier time encouraging for non-occupational or even for occupa- 1,200

cal improvement were 78% highei than recuperating employees to return to work bonal mJunes and llinesses "

costs for workers who were released at or earlier, because those employers had more Employers should examine the cdnm lli'—‘A

after that point-$1,130 compared with options for modified duty than smaller em- structure of their health programs to find
$635 per case ployers did

Also, the seriousness of worker injuries Despite the study's limitations, it raises ability benefits, Including sick leave,
could increase the duration of treatment "significant issues of broad relevance and short-term disability and long-term dis-

out how they are affecting their group dis- 1

1,160

—dA-—

1 1,120 GllEHGiGi

and the recovery period, the draft indi- helps point the way toward benefit integra- ability That analysis can help identify 1,100

cated tion," according to Thomas Parry and Wil- where integration efforts can be most effec-

Missing from the IBI analysis, however, ham P Molmen, the co-authors of the tive, the authors said
was an evaluation of the impact that an ag- study

gressive return-to-work program could "The ability to decrease temporary dis- A copy of the study, "Return to Productivt- < 1,040

have

ability through medical management and ty-Lessons from the Treatment Of Occupa-
"The employer's role-regarding attitude, the employer's role in early return-to-work tionai Injunes and llinesses," ts avaztable
motivation and cooperation in fostering re- have important implications for how an in- for $5 prepazd from the Integrated Benefits

6/7 6/14 6/21 6/28 7/5 7/12 7/19 7/2

turn to work-appears to be key to short- tegrated benefit program is structured,” Inst:tute, 525 Market St, Suite 740, San O Base.100 on bec 29,1978
{ Source Nordby International Inc

ened temporary disability durations, al- they said Franczsco, Cahf 94105

independent and autonomous "

Blues

Cont:nued from page 1

Participating Blues say there are financial Gilde The number is calculated by the Minne-
and ethcal mobves in their effort to prevent sota Department of Health
smolang-related illnesses The suits are aimed Any recovenes awarded to the state or to

Cigarette makers, however, are praising the not only at mcovenng the health care costs of Blue Cross & Blue Shield of Minnesota will be
court's rulmg that while the plan can pursue smoking but also at reducing the marketmg determmed by a jury, he pomted out
its claims of conspiracy, fraud and decepton, it that plaintiffs say encourages youngsters to Earher this month, Blue Cross & Blue Shield
cannot proceed with tort claims for damages smoke The fewer smokers, the less money MIl of Connecticut announced it was contnbuting
suffered because of subscribers' smolang-re- be spent to treat their llinesses, the plans note $1 milhon over four years to help defray the
lated ilinesses The suits, whde aimed at product makers, costs of Connecticut Attorney General Richard

The rulmg stated that the plan "could not are not being handled like product hability ac- Blumenthal's suit against the tobacco Industry
That suit seeks $1 blhon, meluding $750 mil-
tween the Injury and alleged tortfeasor" "It's not a product hability case," said Tom hon in past and future Medicaid costs paid to

"The bottom line is that to recover payments Gilde, corporate counsel at Blue Cross & Blue treat smoking-related llinesses
allegedly made on behalf of smokers on a tort Shield of Minnesota in Eagan, Minn "It's fo- "Blue Cross & Blue Shield of Connecticut's
theory, they must base their cases on evidence cusing on the conduct of the tobacco compa- support of Attorney General Blumenthal's ac-
obtalned from each individual smoker," said a mes," he said of the suit m his state, which al- tion is an outgrowth of our commltment to our
statement by Charles Blixt, semor vp and gen- leges tobacco companies violated public trust members," said Carl J Malen, senior vp-health
eral counsel at R J Reynolds Tobacco Co through conspiracy, fraud and deception dellver> systems at the plan

Micha'el York, an attorney with Washington The plan stands to gain m the long run
finn Whener & York representing Phihp Mor- other products that could harm people, the through lower health care costs if the suit
ns Cos Inc, would not comment on the Blues' Minnesota plan contends, because unlike other forces tobacco companies to fund smolcing ces-
participation in the tobacco industry suits products, cigarettes hurt users when used as sation programs and stop marketing that the

"These types of smolang and health cases are the manufacturer intended plaintiffs claim influences children and adoles-
incredibly Individual matters," he said, and Blue Cross & Blue Shield of Mmnesota IS cents to take up smolang About 60,000 Media-
must be decided according to the cireum- talong on the tobacco companies because n 15 md reclpients are enrolled in a Blue Cross &
stances surrounding each smoker convinced part of 16 mission is to prevent 111- Blue Shield of Connechcut plan

While some Blues plans are joining the hght nesses, according to Mr Gilde
against cigarette makers, others have not In "Mandatory language m the Minnesota stat- $100.000 of legal services per year from the
deciding whether to Join the states, each plan ute says that we are to advance health care m firms Silver, Golub & Teitell of Stamford,
considers its own charter and mandate As in- the state and the science of medicme m Minne- Conn, and Berger & Montague of Philadel-
dividually hcensed entltnes, the plans have the sota,” he said "If we are going to do more than phia The firms wall spht 25% of any award
freedom to determine which social and finan- pay hp service to those mandates, we feel we the state receives, meanmg they could profit
cial issues willl be given high prionties have to look at this smolang issue” from their effort

"We're all separate organizations," said a And there IS the fmancial stake, Mr Gilde In Maryland, discussions are being held be-
spokeswoman for Blue Cross & Blue Shield of said "It's a flnancial concern for us" because tween the Blues plan there and the state, a

overcome the need for a closer connectton be- bons

Chgarettes have been smgled out among

Connecticut also is getting a total oi

Flonda, which is not involved in Florida's law- when "additional health care is required, it m spokesman for the attorney general confirmed
sult against tobacco companies "We all have turn generates costs for us " No commitments have been made, but "it's not
diferent ways of operabng, diferent boards or In 1992, the last year ftgures were available, inconceivable that there wlll be somethmg like
executlves We try to emphasize that we are all health care costs for smohng-related illnesses that down the road." he said

As ol July 26

call

spread bid/ask

Eastern September 1996
40/60
sono

80/100

Southeast Sept 1996
40/60

80/100 16/35

Texas Sept 1996
40/60

80/100

Price call Pnce

spread bid/ask

California Annual

3/44 40/60 8/16

1/6 80/100 5/14

18/4

Western Annual

25/41 40/60 1/2

80/100 512

Northeast Sept 1996
116
6/2

12/22 40/60

5/2 80/100

Total volume 4 Total open interest 3,509

For Information on PCS cat options, call the Chicago Board of
Tradeat 312 435 3674

Source Chicago Board of Trade

July 25

Companies pence

British Issues

Price P/E Div Yield 1 week

pence % high-low

Comml Union 579 11 1 35 3 61 586-579
Genl Accident 625 94 38 8 62 636-625
Gdn Royal Exch 2358 7 11 3 4 8 238-232

Independent
Royal & Sun

456 85 141 31 460--456
365 87 21 6 59 372-365

Brokers

Bradstock 71 118 71 100 71--68
Fenchurch 294 63 106 11 3 96--94
CE Heath 24 111 63 67 94--94

JIB Group

108 10 7 94 87 112-108

Lloyd Thmpson 182 11211362 182-182
Lowndes Lmbrt 132 86 10 5 80 133-132

Nelson Hurst

187 115 98 52 188-187

Sedgwick Grp 1229 58 1 66 123-120
Steel Brl Jones 39 51 56 143 39--39

Willis Corroon 143 129 83 58 147-141

Source Philip Olsen, London

58 Industry Stock Report Luy 22, 1996, THROUGH JULY 26, 1996

Weekly Year to date Year to date Weekly Year to date Year to date

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

Acordia Inc NYS 31 275 azo 3375 2350 24 Everest Reinsurance NYS 23875 104 214 2650 1850 378 SAFECO Corp

Alexander & Alexander NYS 17 2.86 1053 2550 1675 366 Executive Risk Inc NYS 34.25 as3 18.10 3825 1875 78 Selbels Bruce Group

E W Blanch Holdings 1/c NYS 18625 o.es 20.32 2550 1650 67 EXEL Ltd NYS 665 130 924 73 63 51.75 565 Selective Ins Group

Gallagher Arthur J & Co NYS 3175 o.7s 1477 ses0 3000 83 Fremont General Coro NYS 2as s.e2 .08 26.25 1763 231 Sphere Drake Holdings

Hub Rogal & Hamilton NYS 13 o.00 2 80 14 38 11 38 220 Frontier Insurance Group NYS 32625 2.25 95 3800 2575 138 TIG Holdings

Kaye Group Inc NOO 46875 1279 41.41 8.75 .63 267 Gainsco Inc ASE °375 196 17.58 1238 8.31 252 Titan Holdings Inc

Marsh & Mclennan NYS sos 138 0.85 101.63 77 25 987 GCE Holding Ltd NDO 23 4.25 NA 27.25 10.75 430 Tollo Marline & Fire

Poe & Brown NDO 235 4.08 553 25.50 22.75 38 General RE Corp NYS 148 875 042 S|OS 15825 13000 1168 Torchmark Corp
BROKERS AVERAGE 30 113 Ggphon Holdings NDO 13 875 513 27.92 2025 13.75 58 Transatlantic Holdings

Guaran,y National Cop NYS 14 345 E 94 18.13 1338 84 Transnational Re Corp

INSURERS/REINSURERS Harleysville Group NDQ 25125 s.a7 2230 3300 2425 29 Travelers Aetna Property

ACE Ltd NYS 44 115 10.69 soss 29.00 1004 Hartford Steam Boiler NYS 43875 0.00 1225 5250 4288 183 Travelers Corp

Acceptance Insurance Cos NYS 17.75 139 1933 1863 13.13 147 HCC Insurance Holdings NYS 2ae2s5 4.23 3311 2550 10.25 102 Trenwick Group Inc

AEGON N Vv NYS 4475 219 170 50.38 3325 27 IPC Holdings Ltd NDQ 19875 oe3a NA 22.25 19.00 162 Un co American Corp

Aetna Life & Casualty NYS 60 2.24 13.36 78.75 55.38 7029 ITT Harttord Group NYS 50 875 s13 517 54.75 44.50 1199 Unionamerica Holdings

AFLACING NYS 31625 s.42 9.05 33.13 24.38 2070 LaSalle Re Ltd NOO 213125 ose ~NA 2363 1950 59 United Fire & Casualty

Amed Group Inc Noa 35625 oas 104 4425 2838 510 Lincoln National NYS 42375 ose 21.16 57.00 39.88 1045 Un,trin

Allmerica Prop & Casualty NYS 26 125 o.07 3.24 2725 21.88 66 Markel Corp NDO as 5.20 12.58 92450 5900 15 UNUM Corp

Alistate Corp NYS 44 625 5.62 8.51 46 75 29.75 3984 MBIA Insurance Groui NYS 74 875 oos 0.17 soss e5.25 270 US Facilmes Corp

AMBAC Indemnity Corp NYS 48 125 -0.77 267 5525 3950 150 Meadowbrook Insur Group NYS 2675 3.60 2015 34.13 2400 14 USF&G Corp

American Bankers Ins NDO 405 a1a 3.85 44.25 3075 439 Mid Ocean Ltd NYS 40125 031 808 43.00 s0.88 96 USLIFE Corp

American Financial Group NYS 29 375 208 408 34.50 2525 302 MMI Cos Inc NYS 31 o1 2017 3150 1975 95 Washington National

American General NYS sas 143 108 39.13 3100 1715 Mutual Risk Mgmt Ltc NYS 27 375 519 2022 3488 2563 88 Zenith National Ins

American Heritage Lile Ins NYS 19.75 as2 1366 2425 1888 30 NAC Re Corp NYS 34.25 620 .86 3900 2850 PES) Zurich Reinsurance Centr

American indemnity/Fin | NDO 1085 a.55 s00 1338 200 12 National Re Corp NYS 51375 oza 3520 5175 30.00 a7

American International NYS 92 375 107 0.14 103.38 72.00 3060 Navigators Group Noo 1es 6.38 e38 2025 1350 66

American Re Corp NYS s0 875 12.12 24.46 5325 3400 1537 Nobel Insurance Ltd Noo i 112 330 12.75 1013

Aon Corp NYS 48.75 102 226 56.00 3625 745 Ohio Casualty Corp NOGO 34.25 o072 1161 4000 3000 118 FHP International

Argonaut Group Noo 2925 250 1000 3500 28 88 131 OIld Republic Intl NYS 20.75 119 1232 2438 1e88 523 Healthsource Inc

AVEMCO Corp NYS 15 ooo 625 1750 11.75 64 Orion Capital Corp NYS a8 625 os1 1210 51.00 s0.75 151 Humana Inc

Baldwin 8 Lyons Inc Noo 1925 0.00 18.46 2075 1425 3 Partner Re Ltd NDO 27.75 aso 031 31.88 23.75 1209 Oxford Health Plans

Berkley W A Corp NoO 405 -0 92 24.65 55 50 37 00 170 Penn America Group lic Noo 14.75 o.00 351 1675 o7s 58 Pacilicare Health Sys

Berkshire Hathaway Inc NYS 31400 126 2.18 38000.00 24050.00 0 Philadelphia Cons Ho ding Noo 17 5.56 452 7 2250 1525 28 Safeguard Health Enter

Capital RE Corporation NYS 33.25 432 813 38.25 25.63 137 PXRE Corp NDQ 22625 ose 14.62 2075 2225 347 Sierra Health Services

Capsure Holdings Corp NYS 17 875 o7o 1.42 18.75 13.00 142 Reliance Group Holdings NYS 7.75 159 10.14 9.25 6.25 467 United Healthcare Corp

Chartwell Re NDO 21.75 ooo NA 24.75 10.00 82 Retiastar Financial Cori NYS 42.25 146 .79 5163 36.25 261 US Healthcare

Chubb Corp NYs 4225 637 12.66 52.25 39.88 2590 RenaissanceAe Holdings Ltd NDO 29.25 ©coo i 33.13 2072 25 Wellpoint Health Networks

CIGNA Corp NYS 107 371 3 63 125 50 79 00 867 Risk Capital Holdings Noo 17 375 142 2567 2338 1675 18 HMOs

CNA Financial Corp NYS 95 as7 1233 12325 86.00 109 RLI Corp NYS 23625 0.00 550 25.88 21.75 15 ALL COMPANIES

EMC Insurance Group Inc NDO 135 1.89 182 15.25 10.13 5 St Paul Companies NYS s3s 1.38 382 6050 48.25 966

NYS

INSURERS/REINSURERS AVERAGE

Noo

NYS

AVEAAGE

AVERAGE

Weekly Year to date Year to date
Prce % change % change High Low Vd (000)

32 3.40 7.25 39.75 28.25 980
225 5.26 s000 a.25 0.44 a4
31.25 6.02 1197 38.75 30.75 61
° 7.60 3571 19.13 200 28

28 2.75 175 34.25 23.13 021

14 3.45 261 1663 11.75 130
so7s a7a 7.95 sozs s0.88 s
41375 1.53 ase aoss 38.25 392
eee25 2.20 o.20 75285 62.38 o8
23 222 6.12 27.25 2063 58

26 2.35 NA 2850 23.13 azo
40.75 2.98 240 a7.25 2975 4953
50 201 1111 57.50 45.00 as
7125 6.56 1400 7.75 550 67
15625 os1 NA 1813 14.75 31
32.75 565 1696 40 00 19.38 10
45.75 o.54 aeo 5175 44.25 312
s1125 404 1114 63.25 as.38 712
16125 aaa 24.56 2338 16.13 108
155 o.80 815 1950 14.25 922
305 os3 209 33.25 2688 172
26 875 138 271 3050 2050 277
27 125 136 26.90 28.88 2000 27
29 413 as3 3263 27.88 126

tz HEALTH MAINTENANCE ORGANIZATIONS

24.75 as1 1316 34.25 2175 87

135 62.50 4088 12.75 2193

16.75 152 3881 2888 1500 2751
37 375 1369 118 55.25 23.00 6776
67.75 1202 22.13 o875 52 00 368
1825 o 0o 5699 20.63 1050

2625 583 17.32 36.00 23.88 255
EE) 183 as.76 6900 3000 5799
52.75 0.00 1344 s588 3038 o
25 201 2218 39.13 23.38 361

13 153

oo o3

Top advancing issues. Oxford Health Plans, Pacificare Health Sys, Amencan Re Corp. Leading dectiners- Kaye Group Inc, Sphire-Drake Holdings, Unic-6-American Corp Most active issue Aetna Life & CasOalty- The St Indeitell 0 7%, th€Dow Jones 30

Industrials rose 0 9%, the S&P 500 decreased 0.4% and the NYSE Composite declined 0 6%. Average P/E: Brokers, 14 5, insurers/reinsurers, 16 0, HMOB, 30 1.

System design Nordby International Inc
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in Minnesota reached $472 milhon, said Mr T PCS catastrophe options



When your usual liability
markets get squeamish
ahout a risk and demand
anarmandaleg. ..
It’s time to call
United Coastal.

Get needed coverage and

affordable pricing from an
A. M. Best “A” rated company.
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