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House support
may bode well
for pension bill

By JERRY GEISEL

WASHINGTON-House pas-
sage last month of a sweeping
pension reform bill significant-
ly increases its chances, but by
no means assures, Senate pas-
sage of the legislation.

Business groups were caught
off guard-pleasantly so--by
the overwhelming 401-25

House vote in favor of the mea-

sure, which would greatly in-
crease the benefits that can be

offered through pension plans,
while also eliminating much of
the red tape associated with
plan administration.

"I don't think anyone expect-
ed the bill would pass by the
margin that it did," said James
Klein, president of the Assn. of
Private Pension & Welfare

Plans in Washington.

The margin of the House vote

"caught everyone's attention.
The Senate had been almost

completely unaware of the
bill," said Kyle Brown, an at-
torney with Watson Wyatt
Worldwide in Bethesda, Md.

While the Senate may now be
more aware of the bill and the

support it commanded in the
House, the bill's enactment is

by no means a sure thing.
"This is a very popular mea-

sure, but it is not a shoo-in by
any means," observed Henry
Saveth, an attorney with
William M. Mercer Inc. in New

York.

The legislation, Mr. Saveth
and others note, now faces sev-
eral potentially derailing ob-
stacles, including:

• Political maneuvering. Sen-
See Pension on page 36

Sax to succeed Max

at helm of Lloyd's
By SARAH VEYSEY

LONDON-Max Taylor will
step down as chairman of Lloyd's
of London in December and will

be succeeded by Sax Riley, who
will serve in a part-time role.

The news follows Lloyd's an-
nouncement that the role of the

chairman will change to a part-

Mr. Taylor

,./

Mr. Riley

time from a full-time post. Lloyd's
said Mr. Taylor played an active
role in discussions about the

change and, though he was invit-
ed by Lloyd's to stand for a sec-
ond term of office, chose to step
down as chairman when his cur-

rent term ends in December.

Mr. Riley, who is now deputy
chairman of Lloyd's and a direc-

tor of Marsh & MeLen-

'j nan Cos. Inc., will suc-
# ' ceed Mr. Taylor for one

year, during which time
* a candidate for the new

form of chairmanship
will be selected.

Mr. Taylor, former
group executive director
of Willis, said he would
return to his brokerage
career in a full-time,
See Chairman on page 35

UPDATES
Employers winning most
ADA cases, survey finds

Employers are winning more than 90% of
the lawsuits that go to trial alleging viola-
tion of the Americans with Disabilities Act,
a new survey shows.

Employers prevailed in 291 ADA cases
decided in the federal courts in 1999, while
employees won just 13, according to a sur-
vey conducted by the Chicago-based Amer-
ican Bar Assn.'s Commission on Mental

and Physical Disability Law.
The survey was the third the commission

See Updates on nezt page

Blanch defections

spark court battle
By DOUGLAS McLEOD

DALLAS-E.W. Blanch Hold-

ings Inc. calls March 20 "the
worst day" in its corporate exis-
tence: the day the world's fourth-
largest reinsurance broker dis-
closed that it would miss its first-

quarter earnings target, triggering
a stock price collapse that slashed
$500 million from its market cap-
italization.

Three months later, despite
stronger second-quarter results,
Blanch is still feeling the reper-
cussions.

The company is locked in a bit-
ter legal Eight with former top of-
ficers Rodman Fox and Paul

Karon. who resigned to join rival
broker Benfield Greig Group
P.L.C. on March 20 and whom

Blanch blames. in part, for the
first-quarter debacle.

Some of Blanch's business has
followed the two men to London-

based Benfield, including
Blanch's largest single account,
Florida-based managing general
agency Tower Hill Insurance
Group Inc. Tower Hill generated
$10 million to $12 million of
Blanch's $244.5 million in 1999
revenues, according to a source
familiar with the account.

Since then, Blanch has seen at

least a dozen more officers leave,
including several key officials of
its New York-based E.W. Blanch

Capital Markets Inc. unit.
Some of the departing execu-

tives have joined rival brokers
Willis Re and Guy Carpenter &
Co. Inc., while others have moved
to banks, a venture capital firm
and Blanch client companies.

These executives offer a variety
of reasons for leaving, but one ex-

planation recurs: Blanch's deci-
sion to bolster 1999 earnings by
eliminating management cash
bonuses, coupled with the share
price crash that sharply cut the
value of its stock incentive plan.

"People had outstanding years,

worked very hard, and, at the end
of the day, they didn't get paid:"
one executive said, "You don't

wait around for that to happen
again,"

Another former Blanch official

said he has lost money because cd
the fall of Blanch's stock. "It's one

thing not paying (brokers), but
taking money out of their pockets?
That's not kosher."

The ultimate impact of the de-
fections on Blanch remains to be

seen. Officials who have quit in-
clude top producers, according to
former Blanch employees, one of

See Blanch on page 37

High liability claims expected

Concorde's first disaster
By EDWIN UNSWORTH

LONDON-The crash last week of an Air

France supersonic Concorde jet, which killed all
passengers and crew in addition to several people
on the ground, is an airline's and insurers' worst
nightmare

The tragBdy is not expected to result in a sharp
increase in insurance rates for the aviation indus-

try, though it may strengthen underwriters' re-
solve to firm up rates in general.

Estimates of hull-and-liability insurance pay-
ments for :he Concorde disaster range from ap-
pro=imately $150 million to $350 million. While
large, that amount is still far below the largest
payou:s on record; recompense for the 1998 crash

PHOTO: AFP

The crash of an Air France Concorde into a ho-

tel shortly after takeoff from Paris last week
claimed the lives of all 109 people aboard and
five others on the ground.

of Swissair Flight 111, for example, may reach $1
billion.

The crash of Flight AF4590 occurred on July 25.
The supersonic Concorde crashed into a hotel
near the French town of Gonesse soon after tak-

ing off from

Paris' Charles de * Superjumbo
Gaulle Airport. * jets more risky
Killed were all

100 passengers
page 2

on board, nine --L_
crew members 91"9/:1/ilitill//"913and five people
on the ground. .r, ./3 44.imi

Investigations
into the crash

are likely to focus on an engine problem. Flames
were seen coming from one of the plane's four en-
gines just before the crash, and a faulty reverse
thruster in an engine had been replaced by me-
chanics shortly before the flight took off. Last
Thursday, the French Accident Investigation Bu-
reau said that initial analysis of the plane's two
black-box flight recorders also revealed a prob-
lem with a second engine and with landing gear at
the time of takeoff.

Although Anglo-French-built Concorde jets have
been flying for almost 30 years, the only blemish on
their safety record until now was a 1979 incident
in which a tire burst during a landing.

The supersonic planes are used only by Air
France and British Airways P.L.C., but they are
the pride of their fleets and are profitable. The
plane that crashed had been delivered to Air
France in 1980.

The French Interior Ministry has grounded Air
France's remaining five Concordes, at least until
the cause of the crash has been determined.

See Concorde on page 35
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Employers winning ADA cases
Continued from previous page
has conducted since the Americans with Disabilities Act took ef-
feet in 1992.

The first survey, covering 1992 through 1997, found that em-
ployers prevailed in 91.6% of the cases that went to trial. The sec-
ond survey, which covered only 1998, found that employers pre-
vailed in 94.4% of the cases. In 1999, the survey found, employers
won 95.7% of the time.

"Most people are getting blown out of the water at the summa-
ry judgment stage," said Amy Allbright, managing editor of the
ABA's Mental and Physical Disability Law Reporter, which pub-
lished the survey in its May-June issue.

The survey, however, did not include cases that are settled after
being filed, and those settlements typically favor employees,
pointed out Susan Oxford, an attorney adviser in the general
counsel's office of the Equal Employment Opportunity Commis-
sion.

Ms. Allbright said her publication had no way to track settled
cases, because only a handful ever appear on the case reporting
system used to identify matters related to the ADA.

The survey results can be found on the ABA's Web site at
www.abanet.org/disability/reporter/highlights.html.

OSHA boosts self-audit policy
WASHINGTON-Employers that conduct voluntary self-audits

of worksites will not be subject to citations if the hazards found
are corrected and adequate steps are taken to prevent those haz-
ards from recurring, according to the Occupational Safety and
Health Administration's final self-audit policy, which appeared
in last Friday's Federal Register.

The final policy will expand the definition of self-audits to in-
clude audits conducted by a third party hired by the employer,
broaden the types of people who may conduct self-audits, and al-
low employers to provide self-audit reports as evidence of good-
faith attempts to correct hazards. The policy also calls for OSHA
personnel to be fully trained in the new policy to ensure that it
will be applied consistently.

"We're formalizing this policy because we want employers to
find and fix hazards and not fear that we'll use this information

against them," OSHA Administrator Charles N. Jeffress said in a
written statement announcing the policy last week. He said that
self-audits would be used at the basis for citations only in rare
cases, such as when an employer has ignored hazards that could
result in serious injury or death.

The new policy takes effect immediately.

Few U.S. cyber risks insured
A new survey of some of the largest employers in the United

States indicates that few companies have coverage to help miti-
gate the risks associated with e-commerce.

Of the 70 respondents-65 of which are Fortune 500 compa-
nies-only 31% have computer software and services errors and
omissions coverage; 23.6% have business interruption coverage;
27.3% have patent infringement coverage; 21.8% have media lia-
bility coverage; 18.2% have crime loss coverage for e-commerce
risks; 12.7% have unauthorized access and unauthorized use cov-
erage; 5.5% have crisis communications coverage; and 1.8%have
extortion reward coverage to cover costs associated with cyber-
terrorism.

A greater percentage-52.7%-carry traditional directors and
officers insurance coverage, while 41.8% have product liability
coverage, according to the survey.

The survey was conducted by the Human Resource Institute of
Eckerd College, a non-profit research firm based in St. Peters-
burg, Fla., and sponsored by Assurex International, a Columbus,
Ohio-based insurance brokerage network.

In addition to companies, the survey also polled three govern-
ment agencies and two industry associations.

Of the 70 respondents, 21% said that their systems have been
compromised by outside hackers; and 15% of those reported at-
tacks that resulted in business interruptions lasting between two
hours and two days. Nearly 54% said that their systems have not
been hacked, while 25% said that they did not know whether they
had been affected by hacking.

Another 27.1 % of the respondents said that they had defended
a claim of sexual harassment resulting from employee e-mail
and/or Internet use. The remaining respondents said they had not.

Although insurance coverage remains limited, surveyed employ-
ers are guarding against cyber risks in other ways, the survey re-
vealed. Nearly all the respondents, for example, have installed
anti-virus software, developed firewalls and have employed full-
time network administrators, the survey found.

See Updates on page 38

Errors & omissions
• A listing for Work & Family Benefits Inc. in the June 26 di-

rectory of dependent care resources and referral service providers
contained incorrect compensation information. For child care and
elder care services only, the rate is capitated at $3.50 to $10 per
employee per year. The capitated rate for those combined services
is $7 to $20 per employee per year.

--
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A computer-generated picture of the Airbus A3XX.

'Superiumbo'
liabilities

New jets need larger limits
By RODD ZOLKOS

The addition of so-called "superjumbo" pas-
senger jets to the fleets of air carriers should
prompt the airlines flying them and the airports
they serve to review the adequacy of their insur-
ance programs.

In both cases, the introduction of these air-
borne behemoths will likely mean an increase in
limits. And, for the airlines, the increased hull
and liability exposure the massive jetliners rep-
resent could require bringing additional players
onto their insurance programs.

Airbus Industrie S.A., a European aircraft
manufacturing consortium, recently announced
that it would move forward with plans to build
the A3XX, a plane with a minimum of 555 seats
on multiple decks-compared to slightly more
than 400 in a typical Boeing 747-400-with the
potential to be configured to carry 800 or more
passengers.

See Jumbo on page 28

Brown calls

for dismissal

of charges
By MICHAEL BRADFORD

BATON ROUGE, La. Louisiana Insurance Com-
missioner Jim Brown is hoping federal prosecutors
will close the Cascade Insurance Co. case now that

another defendant has reached a plea agreement.
David Disiere, owner of the failed Shreveport,

La.-based insurer, earlier this month became the
third person indicted in the case to strike a deal
with prosecutors. He will testify against Mr. Brown
and co-defendan:s former Gov. Edwin Edwards and

Cascade attorney Ron Weems.
In return for Mr. Disiere's promise to testify and a

guilty plea on one felony count of concealing mail
fraud by other defendants, prosecutors agreed to drop
45 criminal counts and promised that Mr. Disiere

See Cascade on page 38
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Louisiana Insurance Commissioner Jim Brown is
under indictment in the Cascade Insurance case.

State raises bar on bias claims
Finding of pretext doesn't compel finding of discrimination

By MICHAEL PRINCE

1 BOSTON-A recent ruling by
Massachusetts' highest court
should make it easier for em-

ployers to defend themselves
against job discrimination suits
brought under the state's anti-
discrimination statute.

, The July 14 ruling by the Mas-
sachusetts Supreme Judicial
Court held that a plaintiff does
not automatically win a dis-
crimination verdict if a jury or

 court rejects the employer'sstated pretext for firing as un-
true.

 The decision overturned a tri-
4 al verdict that awarded the
1

NSIDE

plaintiff, Viatcheslav Abramian.
$522,136 in compensatory dam-
ages and $750,000 in punitive
damages.

The case, Abramian us. Presi-
dent and Fellows of Harvard
College, stemmed from Mr.
Abramian's 1993 termination

from his position as a security
guard at Harvard College. Mr.
Abramian sued Harvard, charg-
ing that he- was terminated be-
cause he came from the former

Soviet state of Uzbekistan. Mr.

Abramian claimed that he was

subjected to insults about his
national origin and his accent
from fellow employees and su-
pervisors.

• The Pension Benefit Guaranty Corp.'s plan to provide
guidance on what can trigger a PBGC investigation of a
plan is one of several efforts to improve its relationship with
employers, this week's editorial says. PAGE 8

• William J. Miner of Watson Wyatt Worldwide of Chica-
go writes in Ask A Benefit Actuary thal Medicare HMOs
can still save employers money. PAGE 27

• The last fiscal year was a good one for Equitas Ltd.,
says Chief Executive Officer Michael Crall. PAGE 31

• Although many U.K. companies maintain specialty in-
formation technology departments, corporate risk man-
agers must be involved in the managerrent of these risks,
many executives contend. PAGE 31

• The California Earthquake Authority may need to adjust
its rates to reflect the risk of an unprecedented earthquake
striking the state, a new report suggests. PAGE 38

Departments

At the trial, Harvard denied
Mr. Abramian's allegations and
said that he had been fired be-

cause of a fight he had had with
another security guard.

The jury, however, found for
Mr. Abramian.

Harvard appealed the trial
court verdict, claiming that the
trial judge erred when he an-
swered a question by the jury
during deliberations. In giving
his answer, the judge told the
jury that, should it find that the
pretext given by Harvard for the
termination was untrue, it was
compelled to render a verdict in
favor of Mr. Abramian.

See Bias on page 38
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Managed Care Trends & Issues
Drug cost increases hard to swa Ilow

Higher utilization among reasons prescriptions are lifting employers' expenses
By MICHAEL PRINCE

ith drug expenditures grow-

W ing at record rates, employers
need to put on their thinking
caps to devise new strategies
to keep these exploding costs
under control.

Overall, prescription drugs, which used to
be an afterthought in the entire spectrum of
health care costs, have recently moved to
the forefront of employer cost control ef-
forts. They now represent about 15% of an
employer's health care costs-a figure that
many experts feel will continue to grow.

One of the problems in devising a simple
and effective cost-control strategy is that
studies show multiple-and often conflict-
ing-reasons why employers are paying

1

more for drug coverage.
Although they generate a lot of publicity,

the so-called lifestyle drugs, such as Viagra,
are responsible for only a small part of
overall drug cost increases, according to a
study conducted by Protocare Sciences Inc.,
a health care research group based in San-
ta Monica, Calif. A much bigger factor is
the sheer volume of drugs being prescribed,
according to Dr. Bobby Dubois, chief exec-
utive officer of Protocare.

"More people are getting more drugs," he
said.

The Protocare study also found that drug
inflation-how much the same drug in-
creased in cost from one year to the next-
was not a major factor in driving up overall
costs. In fact, volume is five times more im-
portant than drug inflation in driving up

Disease management
generating savings

By LEE FLETCHER

mployers are reaping savings-

 chronic conditions, consultantssome substantial-from pro-
grams that seek to aggressively
monitor and treat certain

say.

Such disease management programs,
some of which are using Web-based
technology, aim to reduce employers'
health care costs by helping individuals
with certain costly diseases to better
treat and self-manage those conditions.

"There's growing evidence that are
showing some significant savings of
benefit dollars from programs, but I
think they're from the better-designed
programs," which combine compliance
with treatment plans and lifestyle-mod-
ification approaches, said Bruce Kelley,
a Minneapolis-based senior consultant
with Watson Wyatt Worldwide.

Mr. Kelley said that although the sav-
ings differ by disease type, the best dis-
ease management programs can achieve
annual savings of 11% to 30% of treat-
ment costs for some conditions.

Camille Haltom, a health care benefit
consultant with Lincolnshire, Ill.-based
Hewitt Associates L.L.C., agreed that
the programs can produce some savings,
estimating that a fairly aggressive pro-
gram can bring annual savings of about
20% for certain diseases. But, she eau-
tioned, those savings are difficult to
quantify in the first year.

"You might see it after a year or two,
because it's claim avoidance. There's

where you have probably even greater
returns," Ms. Haltom said.

Joan Cantwell, manager of the "Live
Well, Be Well" program at Chicago-
based Quaker Oats Co., said: "Quaker's

priority is for the health of our employ-
ees, which is why our Live Well, Be Well
program includes a Health Risk Ap-
praisal process, focusing on identifying
health risks so that precautionary mea-
sures can be taken. We want to help em-
ployees stay healthy by identifying risks
before they become health problems."
Quaker offers disease management pro-
grams for diabetes, asthma and coro-
nary artery disease, Ms. Cantwell said.

Accordant Health Services Inc. in

Greensboro, N.C., provides for clients a
disease management program that cov-
ers several conditions not typically acl-
dressed by such programs, including
multiple sclerosis, cystic fibrosis,
hemophilia and Parkinson's disease. Ac-
cordant's specialized program, however,
does not address many of the conditions
typically covered by other disease man-
agement programs, including diabetes,
certain cardiovascular conditions and
asthma.

"Although diabetes and congestive
heart failure may have a higher preva-
lence individually, when you look at all
15 of our covered diseases combined, the

tot:al population and the dollar figures
involved probably surpass those other
major ones," said Dr. Ed Dasso, medical

director of clinical operations and infer- 
matics at Accordant. 1

"Our business plan is kind of a niche :
business, so the diseases that we focus
on are less prevalent and are very com-
plex, chronic diseases," he said.

Dr. Dasso emphasized the importance
of providing a patient as much informa-
tion as possible to help him or her self-
manage the condition.

"A lot of this is about self-empower-
ment and how patients can manage their

See Treatment on page 10

expenditures, Dr. Dubois said.
Another study, however, reached a differ-

ent conclusion about the impact of infla-
tion.

Express Scripts Inc., a prescription bene-
fit manager, said in its 1999 Drug Trend
Report that the average wholesale cost of
prescription drugs jumped 17.4% compared
with 1998, the highest increase ever record-
ed by the PBM in the seven years the study
has been conducted.

The study showed that inflation is the
second-largest factor in driving up expen-
ditures, accounting for 31.2% of the in-
crease, said Fred Teitelbaum, vp of outcome
research and cost management for St.
Louis-based Express Scripts.

"This is the largest we've seen, by far,"
See Drugs on nert page

Mental health parity
not as costly as feared

By JUDY GREENWALD

ental health parity has not

 health parity laws, which at abeen the financial nightmare
many employers feared it
would be.

The enactment of mental

minimum generally bar health plans from
offering lower annual and lifetime coverage
limits for mental disorders than for other

medical and surgical benefits, had prompt-
ed fears about the creation of an enormous

financial burden for employers.
Despite those concerns, mental health

parity requirements-on both the federal
and state levels-have increased employers'
total health care costs by no more than
about 1% to 5%, with the low end being
closer to the norm, benefits experts say.

Lower-than-expected costs are at least
partly attributable to plan modifications by
employers that restrict the use of mental
health benefits, such as limits on the num-
ber of outpatient visits.

But two other factors have played a sig-
nificant role as well-managed care, partic-
ularly through the use of carve-out pro-
grams; and changing methods of treatment,
which have been shaped, at least in part, by
managed care. For instance, the days of
standard 30-day psychiatric hospital stays
are long gone.

As a result, even the more stringent laws
enacted by many states have not proved to
be a major problem for employers. In addi-
tion to the federal law that went into effect

in 1998, 31 states have enacted their own
mental health parity laws, including 16 that
require full parity with other medical ben-
efits and several that also call for parity for
substance abuse, which is not included un-
der the federal measure.

And on the horizon is the prospect of
more stringent federal legislation that
could replace the current federal law when

Inside:

Substance abuse rehab getting new approach
Directory of Prescription Benefit Managers

Spotlight Editor: Joanne Wojcik

it expires in September 2001.
Still, the effects of parity laws have var-

ied among employers.
Those that had already introduced some

type of mental health benefit-as have most
major corporations-have been less likely
to feel a financial pinch from parity.

At the same time, consultants say, there is
a growing recognition that offering gener-
ous mental health benefits may ultimately
be in employers' own best interests, because
the benefits lead to greater productivity.

Under the federal Mental Health Parity
Act, which was signed into law on Sept. 26,
1996, annual or lifetime limits for mental
health benefits cannot be lower than the

dollar limits for the other medical and sur-

gical benefits offered by group plans of
more than 50 employees.

But employers still have some discretion
regarding the extent of the mental health
benefits they offer. They can impose cost-
sharing, limit the number of visits or the
number of days that are covered, and insti-
tute medical-necessity requirements.

In light of rising health care costs, in-
creases of even small percentages can add
up. "We're seeing an accelerating rate of in-
crease in health care premiums, so that
when mandates are put on top of that, ev-
erything just kind of goes up faster," said
Elizabeth Vollmar, St. Louis-based senior
employee benefits attorney for the national
benefits resource department of Willis
North America Inc.

But most observers say the cost of mental
health parity in isolation-on either the
state or federal levels-has not been a ma-

jor problem for employers. "I think, in gen-
eral, most people think of parity as ta pretty
cost-neutral experience, particularly where
there is a managed care approach," said
Katherine Sternbach, principal with
William M. Mercer Inc. in San Francisco.

That varies, of course, based on the par-
See Parity on page 16

page 12

page 18
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Drugs
Continued from previous pnge
Mr. Teitelbaum said.

The study found that the aver-
age wholesale price for all pre-
scription drugs sold, per mem-
ber/per year, stood at $3E 7.09 in
1999, up $57.26, or 17.4%, from
1998's average. Of this $57.26 in-
crease, 38.8% stemmed from a
general increase in the use of
drugs, according to Express
Scripts.

Mr. Teitelbaum said that the

Express Scripts study was more
accurate in measuring the impact
of inflation than the Protocare

study because Protocare used data
from the early to mid-19905, when
drug inflation was low. Since
then, drug makers have pushed
through price increases not re-

flected in the Protocare study, Mr,
Teitelbaum said.

New drugs, generally those
touted in drug-maker advertising,
accounted for 10.7% of the price
increases in the Express Scripts
survey. But this figure is decep-
tively small as the impact of new
drugs grows year after year. In
fact, fully 40% of all drug costs
for 1999 were spent on drugs in-
troduced since 1992, Mr. Teitel-
baum said.

"You're seeing a gradual re-
placement of the whole drug
stock," Mr. Teitelbaum said.

Further contributing to high
utilization has been the plan de-
signs themselves, "which made
drugs readily accessible," said
Nick Vasilopoulos, leader of man-

aged pharmacy consulting for
William M. Mercer Inc. in New
York.

The standard type of drug plan
with a fixed copayment for par-
ticipants does not impress upon
the employee the actual cost of the
drugs and a new strategy needs to
be developed, he said. Also, since

It's important to
educate doctors on the

most cost-effective

drugs to prescribe, says
Nick Vasilopoulos.

doctors are the ones actually writ-
ing the prescriptions, itt's impor-
tant to educate them on the most

cost-effective drugs to prescribe.
A big change in drug expenditures
will come when payers help doc-

tors become smarter prescribers
and help employees be sm arter
consumers, Mr. Vasilopoulos said.

One response to rising drug
costs has been the creation of a

group known as RxHealthValue.
Launched this year, it includes
employers, health plans, unions
and other groups interested in the
health care system. Its goal s to
increase research in rhe fie.d of

cost-efficient uses of Frescription
drugs, said Daniel Wolfson, Fresi
dent and CEO cf New Brunswick,
N.J.-based Alliance of Communi-

ty Health Plans and a 20-founder
of RxHealthValie.

The group's first project was a
study conducted by the PCS
Health Systems Inc., a large PBM,
in conjunction with Brandeis Uni-
versity that looked at 1.5 million
people enrolled in PCS for -hree
consecutive years. The results

Think about it Health care administration duties handled from anywhere. Anytime. Online. www.oasys.com

*0ASYS Systems, inc.'

Outfourced
Adrrinistrative

showed that drug costs grew by an
average of 28.8% each year from
1996 through 1999.

"This is staggering to us," Mr.
Wolfson said.

The single biggest factor was
the increased use of drugs. "Peo-
ple are getting more drugs," Mr.
Wolfson said.

Adding confusion to the array
of studies, Mr. Wolfson said the
RxHealthValue study showed that
drug inflation played a small role,
with only about 1 % of the in-
crease attributed to it.

Like the Express Scripts study,
this one showed that new drugs
were a major contributor to high-
er spending. Specifically, drugs
introduced after 1996 account for
about one-third of increases in

drug expenditures from 1996 to
1999.

One question that employers
must grapple with is whether the
increase in spending is good or
bad. If it lowers health care costs

in other areas, clearly it would be
good. But what if it doesn't?

In theory, increased drug spend-
ing should lower other aspects of
health-care spending, said Renee
Brownstein, director, total com-
pensation, at Eastman Kodak Co.
in Rochester, N.Y. But she has
never seen any specific studies
proving this.

"Employers have been asking
for this information but not get-
ting it from health plans," she
said.

But in general, medicines "don't
cure diseases," Dr. Dubois of Pro-
tocare said. They make people feel
better and lead longer lives. It's
unrealistic to expect that more
drug spending will lower other
health care expenditures, he said.
Instead, employers can benefit
from a happier, more productive
workforce.

That happiness, however, can be
expensive, and employers "have
to really take a good hard look at
what they are willing to spend on
health care," Ms. Brownstein said.

In the same vein, Mr. Vasilopou-
los said the direct to consumer ad-

vertising by pharmaceutical com-
panies has some positive impact.
For instance, more people know a
treatment exists for the condition
they have.

"It's initiating discussions with
their doctors," Mr. Vasilopoulos
said.

The new, expensive drugs are
excellent at what they do, but Mr.
Vasilopoulos questions if they are
always the most cost-effective
choice.

Often these drugs are inappro-
priately prescribed to people who
don't really need them, said Sean
Maguire, director of client devel-
opment for Watson Wyatt World-
wide in Atlanta. This is especially
true with those drugs advertised
directly to consumers. Part of the
problem is the doctor has no in-
centive to prescribe a more cost-
effective drug, such as a generic
equivalent, and often is not even
aware of the patient's health
plan's formulary, which can save
the employer and patient money.

The most common solution to

this problem has been the imple-
mentation of a three-tiered copay-
ment that gives patients an incen-
tive to ask for generic drugs. With
the three-tiered system, patients
pay a small copayment for a
generic drug, more for a name
brand drug on a plan's formulary
of approved drugs and even more
for name-brand drugs not on the
formulary.

But employers must be careful
when creating a formulary, eau-
tions Mr. Vasilopoulos. A concern

See Drugs on page 6
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Drugs
Continued *om pige 4
is to not blindly accept a formulary
offered by a PBM, he said. Often
these are based on the discount the

PBM receives from the drug maker,
and not on the drug's effectiveness.

Instead, Mr.Vasilopoulos recom-
mends that employers base a for-
mulary on a drug's efficacy. If
there is no difference between
drugs, then look at their costs, he
said.

Another more drastic response is
to limit the number of dngstores

in a plan's network. thereby getting
a larger discount from the remain-
ing ones.

"People are seriously considering
it now," Watson Wyatt's Mr.
Maguire said.

Besides adopting a three-tiered
copayment, employers can change
their drug plans so employees pay a
percentage of the Frescription cost,
not a fixed dollar amount. This

gives the patient a greaser incen-
tive to seek out a better price for
the drugs.

But it's already common knowl-
edge where the best prices general-
ly are-mail order. So a good strat-

egy is for employers to push em-
ployees to fill their long-term
prescriptions via a mail-order
house, consultants say.

One promising idea beir.g pur-
sued by some PBMs is using a per-
sonal digital assistant, such as a
Palm organizer, that contains the
formularies of dozens of plans, Mr.
Vasilopoulos said. Doctors can
then instantly know what isand is-
n't on an individual patient's for-
mulary when writing the prescrip-
tion so the most cost-effective drug
can be prescribed.

For example, Express Scrrpts has
teamed with PocketScript Inc. to

distribute to 15,000 physicians a
system for putting the drug formu-
lary of health plans onto a PDA.
Using the system, doctors in their
offices can check the formulary cf
a patient's health plan and send a
prescription electronically to a
pharmacy. With the formulary in»-
formation at doctors' fingertips, it's
hoped they would write more eost-
efficient prescriptions.

An interesting idea is to foCLS On
just the top-selling drugs, .said
Douglas Ley, vp, compensation
and benefits for Willis North
America Inc. in Milwaukee. The 23

top-selling drugs represent be-
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tween 30% and 40% of drug ex-
penditures, he said, which is a ripe
cost-saving opportunity. One

method is to create "a network of

one," and have all the top drugs
filled by one pharmacy, at a sub-
stantially discounted price. The
drugs can then be delivered to the
workplace, where the employee
can pick them up.

Since overall prescription drug
use is up, controlling utilization,
especially of expensive drugs, will
help control costs. But increased
utilization is not always bad, as it
means more people are getting
treatment. What needs to be cut is

inappropriate use of drugs or using
an expensive drug when a less cost-
ly one would do just as well, Mr.
Vasilopoulos said. He said studies
have shown that 7% to 12% of new

drugs are improperly prescribed.
To accomplish this, employers

can implement guidelines for when
certain drugs, generally new and
costly ones, can be prescribed over
older, less expensive ones. These
guidelines can be based on Food

It's already common
knowledge where the
best drug prices
generally are-mail
order, consultants say.

and Drug Administration or Amer-
ican Medical Assn. guidelines, he
said. An extreme way to do this
would be to have the PBM deny the
prescription if it was improperly
given. A better approach, he said, is
to have the PBM call the doctor

and review alternative drugs along
with their costs and have the doc-
tor change the prescription.

But whatever strategy is devised,
it must be put in place to have any
impact, Mr. Ley said.

"Stop talking about it and start
doing it," he said.

Views differ on how future costs

shape up. Dr. Dubois said that with
the population aging and more
drugs becoming available, it's in-
evitable that drug prices will con-
tinue to rise. This view is shared by
many others.

But Mr. Teitelbaum of Express
Scripts said that this year will be
the high-water mark for price in-
creases and the increases will level
off in coming years. Although the
survey suggests that prices will
continue to rise in 2000, projected
to be a record 17.6% increase, the
increases will moderate thereafter,
he said. But looking ahead to 2005,
price increases will once again
grow as new and expensive geneti-
cally-based drugs begin to hit the
market. Em
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Early warning a good fit
F EVER THERE EXIST'ED a perfect example of anounce of prevention being worth a pound of cure, it

would be the Pension Benefit Guaranty Corp.'s early-
warning program.

The guiding principle of that program is that early inter-
vention can prevent big losses down the road. For example,
the PBGC can require a company to put more money in its
pension plan before the company could sell a unit with a
severely underfunded plan, preventing the pension plan
hom fAiling should the purchaser go under.

Employers, who support the PBGC through the insur-
ance premiums they pay the agency, have no quarrel with
the basic premise of the early-warning program.

But employers did object-with good reason-to the
way the early-warning program was administered.

The PBGC never published written standards, leaving
employers in the dark in regard to the kinds of transactions
that could trigger PBGC intevention.

Fortunately, the PBGC has remedied that situation
through the publication of a 10-page technical update.

That update makes clear that before the PBGC even
would make an inquiry, a transaction would need to in-
volve either a financially weak organization or companies
with fairly large pension plans that were underfunded.

Translation: Financially solid companies with fully
funded pension plans need not worry that the PBGC will
interfere in business transactions.

Just as important, the PBGC only would get involved
when there is a significant threat of a major loss to the
agency's insurance program. In short, as PBGC Executive
Director David Strauss puts it, involvement is a "tool we
intend to use most judiciously."

That is how it should be. Defined benefit plans are vol-
untaIy programs, and undue and unneeded government in-
terference is a reason why employers have been abandon-
ing the programs, often to the detriment of employees.

There is, to be sure, a role for government regulation of
pension plans, but unneeded interference in business trans-
actions is not one of them. We're glad to see that federal
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pension officials concur.

Indeed, the PBGC's action on its early-warning program
is only the latest move that the agency has made over the
last few years to improve its relationships and dealings
with its customers--employers.

Other advances include the coordination of the filing of
PBGC premium forms with other federal pension financial
reports, a step that cuts administrative work for employ-
ers. The agency also reduced the amount of records that au-
dited employers must supply to the PBGC, to three-years
worth from six. Only if auditors found problems would
they ask employers for records going back further.

Three yeans ago, when Mr. Strauss was appointed PBGC
executive director, he promised to make the agency more
customer-oriented. We are glad to see that promise is be-
ing kept.

Beware employment pitfalls
WO RECENT COURT DECISIONS illustrate the

effort courts are making to clarify the standards for
proving employment discrimination, which will in-

fluence employers' liability exposure.
In Massachusetts, the Supreme Court this month provid-

ed much-needed clarification and tightening of its own
standard for proving employment discrimination that
should make it easier for employers there to protect them-
selves from such suits.

That case comes on the heels of a June ruling by the U.S.
Supreme Court that also clarified employment discrimina-
tion law, but resulted in a lower standard of proof that may
result in more such cases being heard by federal court ju-
ries and surviving appeals.

The case in Massachusetts. Abramian us. President and
Fellows ofHamard College, revolved around the issue of
whether a jury or court should automatically find an em-
ployer guilty of discrimination if it does not believe its stat-
ed reason for an employment action, such as a job termina-
tion.

Until this ruling, Massachusetts law relied on the "pre-
text only" standard, which holds that an employee has to
produce no more than prima facie proof of discrimination
and evidence that casts doubt on the employer's stated rea-
son for an action.

In this case, a security guard at Harvard College argued
that he was terminated because of ethnic discrimination.

Although the employer countered that he was fired for
fighting with co-workers, the jury did not believe this ar-
gument and returned a verdict of discrimination.

The case suggests that the jury might not have believed
the guard's argument, either, but within the confines of
Massachusetts law was compelled to find the employer

guilty of bias.

According to court papers, during deliberations the jury
was instructed that if they found that a pretext existed for
the firing, they were obligated to rule for the plaintiff. In
other words, if they don't believe the employer's reason for
an action, the plaintiff wins even if the jury hasn't consid-
ered whether-r doesn't belie*-discrimination exists.

Harvard appealed the trial court verdict, asserting that
"a finding of pretext permits but does not compel a finding
of discrimination." The Massachusetts high court agreed.

This ruling is welcome news to employers and gives them
a better and fairer chance of defending employment-relat-
ed discrimination actions.

Unfortunately, other courts continue to rely on the "pre-
text only" standard and the federal courts recently took a
step in that dimction.

The U.S. Supreme Court in June relaxed the "pretext
plus" standard that had governed federal discrimination
cases. The justices unanimously held in Reeves us. Sander-
son Plumbing Products Inc. that plaintiffs do not have to
show additional proof of discrimination after demonstrat-
ing that the employer's reason was a pretext for discrimi-
nation (BI, June 19).

As a result, employens can expect more employment dis-
crimination cases reaching juries and fewer pro-plaintiff
verdicts being overturned on appeal at the federallevel.

The key in both cases for employers is to be sure the rea-
son for an employment-related action, such as termination,
was valid. If a person was fired for a legitimate reason, then
the employer should state that reason and provide evidence
to support it. If the evidence is not there, then the jury is
less likely to believe the employer and is more likely to con-
clude the real reason was discrimination.
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Treatment
Continued from page 3
disease better, toc. Particularly for
these complex diseases, they have
to feel empowered, because these
are Lifetime diseases," Dr. Dasso
said.

Like some cther disease manage-
ment provid€rs, Accordant uses a
computer sys=em to sort the health
data of its 10 000 enrollees, which
allows the company to categorize
individuals by disease type and to
identify at-nsk individuals. The
frequency of contact between an
Azcordant nairse and a patient is
determined by the particular con-
diticn and its status.

A health assessment is complet-
ed between the patient and a
nurse, and, based on the needs of
the patient, a schedule is arranged.

If an illness is severe, a patient
could be put in touch with a case
manager to plan for examle, pre-
hospital or post-hospital care. If a
patent's condition is less severe,
he or she may only need to speak
with a nurse every few months.

"Follow-up ean be several times
a day to every other day or weekly
or whatever. As long as they'rein a
high level of: severity, they'll have
frequent con:act with a nurse," Dr.
Dasso said.

Patients are asked questions,
and certain responses trigger a call
to a physician, Dr. Dasso ex-
plained.

Fir example, some patients sui-
fer from my:sthenia gravis, a neu-
rological ailment treated by Accor-
dart. A test is done involving the
length of time a patient can hold
one breath.

"=f he or she can't hold it for at

least 20, seconds then it would
cause us to have an intervention. If

it's pretty bad, the nurse will give
instructions about what to do and

then:ry to get that information to
the physician," Dr. Dass) said.

One service Accordant provides
is online interaction with patients.

'We need to make sure

that we can demonstrate

that overall costs are

going down' says Dr. Ed
Dasso of Accordant.

"We have the Web interactive

capability. Patients can go through
the same health evaluation that

they would go through with a

nurse. The patient's response trig-
gers the same reference resources,"
Dr. Dasso said.

Although the Web is a popular
too- with Accordant' s clients, a pa-

tient also can manage his or her
condition with a nurse by tele-
phcne or through a combination of
onlze and telephone resources.

Er. Dasso emphasized the im-
pontance of outcomes reporting
that Accordant provides to its
clients. Such reports provide
quar.tifiable data on the program's
results, which benefit managers
can use in establishing the value of
such programs when dealing with
company executives, he said. 1

"We need to make sure that we

can demonstrate that overall costs

are going down. We want the plans
to understand that there's a clini-

cal outcome here." Dr. Dasso said.

Birdie D'Andrea, product man-
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ager of disease management ser-
vices for Philadelphia-based Intra-
corp, said the company has provid-
ed disease management services
since 1998 and has six active

clients and about 600 active par-
ticipants.

Intraeorp, however, deals only
with "the three most prevalent dis-
eases that can be impacted with
appropriate intervention-dia-

betes, cardiovascular disease and
asthma," Ms. D'Andrea said.

She predicts that the number of
diseases addressed in disease man-

agement programs will increase in
the future, but that "you need to
choose a disease where interven-

tion will impact the outcome."
Dr. Joseph Aita, chief medical

officer at San Jose, Calif.-based
managed care company Lifeguard
Inc., said Lifeguard sees its disease
management program as a way to
connect health plans with

providers.

"We look at it as partnerships
between health care plans and the
physicians. We'll let the doctors
know if their patient isn't getting
their prescriptions filled on time,"
Dr. Aita said.

Lifeguard also processes patient
information through a system that
helps identify "high-risk" mem-
bers. Nurse case managers will
then call patients and their doctors
to help expedite the referral pro-
cess.

"If they (patients) know they're
going to hear from that nurse, it
gets them motivated," Dr. Aita
said.

Dr. Aita said that Lifeguard also
encourages patients to take an ag-
gressive role in the disease man-
agement process.

"Lifeguard had giveaways of
both Peak-Flo meters and glucose
meters for asthmatics and diabet-

ics, respectively, in order to en-
courage its patients to take control
of their illnesses," Dr. Aita said.

Wausau Benefits, a unit of
Wausau Insurance Co., has a dis-
ease management program called
CareLink2Health.

For example, through Wausau's
system, a diabetic patient who is
not getting the tests or taking the
prescriptions recommended to
manage his or her disease is
flagged, explained Medical Direc-
tor Dr. Elaine Mischler in Wausau,
Wis.

"We'll then call his doctor and

let him know of the alert, and if
the issue is more complex, we'll of-
fer a recommendation or a refer-

ence of best practice," Dr. Mischler
said.

She said disease management is
about giving good care to patients.

"I had one doctor actually
chuckle. He said, 'You're telling me
to spend more money.' It's very
different than the traditional call

thought to be made by the medical
director of TPA or other plan. I'm
not calling and saying it's medical-
ly necessary; I'm calling and say-
ing, 'Consider this, it might be very
good for your patient,' " Dr. Mis-
chler said.

Hewitt's Ms. Halstom said that

she is seeing a lot of large employ-
ers exploring disease management,
estimating that about one-third of
employers will have some type of
disease management program in
place by the end of this year.

"Based on market response, I
think we'll see a huge uptake by
especially large employers who
have a significant percent of their
population in managed care
plans," she said. "This is an indus- . 1
try that's still developing-there's '
still a lot of change, a lot of evolu- 
tion. There's a growing body of ev-
idence that says you can generate
savings." lu
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Adapting benefit plans to fit new detox programs
By JOANNE WOJCIK

 n the recent fihn '78 Day£" actress Sandra Bullock plays a hip
New York socialite whose habit-

ual partying lands her in a 28-day
inpatient detoxification program.

Although this modern look at
life in rehab may have looked good on
the big screen, such residential alco-
hol treatment programs are fast dis-
appeanng.

Today, rehab providers are finding
that the old-fashioned 28-day inpa-
tient program, which was once the
standard treatment for drug and alco-
hol abuse, doesn't work for everyone,
and, in fact, often leads to relapse

Instead, they now mold treatment
to the individual, usually combining

shorter, three- to five-day, inpatient
detoxification programs with inten-
sive outpatient therapy.

But not all benefit plans are keep-
ing pace with this evolution in chemi-
cal dependency treatment, behavioral
health experts point out. In fact, many
employers are cutting back on the
availability of treatment alternatives,
either by limiting benefits to inpatient
detox programs or by capping the
number of times an employee can use
the benefit during his or her lifetime.

The origin of the 28-day treatment
program is a mystery to many in the
field, even though it was the standard
of treatment for years.

While some say it developed ac-
cording to the level of coverage that
was provided under the benefit plans
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of most insured employees, it actually
was based on the clinical treatment of

chronic male alcoholics in the late

19505 at a state hospitalin Minnesota,
according to Ron Hunsicker, presi-
dent and chief executive officer of the

National Assn. of Addiction Treat-

ment Providers in Lititz, Pa.
"For whatever reason, the Blue

Cross/Blue Shield plans picked up on
that, and it became the standard ben-
efit in health plans," he explained.

"It made sense at the time," Mr.
Hunsicker said. But, since then, "most
of us have long since decided that's
not the standard. The one-size-fits-all

approach doesn't work."
Furthermore, any program that

treats alcohol or drug addiction as an
event, rather than as a chronic condi-

PYRAMID

tion, will be unsuccessful, he aid.
"An alcoholic or someone addicted

to other drugs is never cured," he sad
"It's a lifelong, chronic disease. There-
fore, they need ongoing treatment
just as if they had diabetes, hyperten-
sion or asthma."

Managed care companies were per-
haps among the first to recognize this,
instituting chemical dependenc> pro-
grams that focus more on ongoing
outpatient treatment than on acute
inpatient care, said Pamela Green-
berg, executive director of the Ameri-
can Managed Behavioral Healthcare
Assn. in Washington.

"This is one of the things managed
care has brought to the table. Other
settings are considered, and treatment
decisions are made on an individual
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benefits dictate the treatment level,"
Ms. Greenberg said.

where tailored treatment may not be

mental health parity," she said.
When Congress passed the Mental

Health Parity Act, it did not apply to
chemical dependency treatment ben-
efits. This is because inpatient detox
treatment is covered under the medi-

cal portion of most benefit plans.
But since parity was enacted, many

employers have cut benefits for chem-
ical dependency treatment while
modifying mental health benefit
packages.

Chicago-based Hartmarx Corp., for
example, now limits the number of
times its plan will cover detoxification
to twice per lifetime, according to
Mike Pikelny, benefits actuary.

This is a pretty common limit, ac-
cording to Dr. David Whitehouse,cor-
porate medical director at CIGNA Be-
havioral Health in Minneapolis.

"Most benefits for substance abuse

are employer-specific, with large em-
ployers offering better benefits. Small
employers have a much more punitive
attitude. They say they can't afford to
employ substance abusers, so we see a
lot of two (per) lifetime detox bene-
fits," he said.

"But this is completely inappropri-
ate, because substance abuse is a re-
lapsing illness," he said. Dr. White-
house also regards addiction as a
chronic illness that requires regular
attention. "It also drives people un-
derground," so that they don't seek
treatment when they need it, he said.

In fact, Dr. Whitehouse said that,
based on CIGNA's eq)erience, 50% of
people who seek treatment for depres-
sion also have substance abuse prob-
lems, and these problems often go un-
treated. That's because, he said, today
there is a greater stigma associated
with substance abuse than with men-
tal illness.

A new study of mental health and
substance abuse treatment expendi-
tures released by the Substance Abuse
and Mental Health Services Adminis-
tration seems to bear this out.

Although it covered a period prior
to implementation of the federal pari-
ty law, the study found that spending
on substance abuse treatment grew
more slowly than did spending for
other types of mental health care be-
tween 1987 and 1997.

Adjusted for inflation, private-see-
tor spending on substance abuse de-
clined 0.2% during the 10-year peri-
od. In that same time, spending on
other mental health care services gzew
3.6%, though that figure also lagged
behind the growth of private spending
on overall health care, which in-
creased at an inflation-adjusted rate
of 4.1%. Furthermore, the study
showed that only 36% of substance
abuse treatment costs were covered

privately, that is, by insurers, philan-
thropy or out of the pockets of pa-
tients or their families.

The study also questioned why in-
dependent specialists in mental health
care and substance abuse treatment,
such as psychiatrists, psychologists,
counselors and social workers, receive
a lower proportion of substance abuse
dollars than do general physicians.

"Are these MH/SA specialists less
likely to accept addiction clients than
mental health clients?" the study
asked. "Or are their services less like-

ly to be covered by third-party pay-
ments7'

"Bingo!" said Joy Riley, a consul-
tant at Watson Wyatt Worldwide in
Atlanta.

"Definitely, the state of the art is
more outpatient-oriented," she said,

See Detox onpage 16
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Detox
Continuedfrompage 12
yet "most employers significantly lim-
it the benefit to inpatient treatment."

Outpatient treatment benefits for
chemical dependency usually are sub-
ject to the same limits as for other
mental health care services, with siz-
able co-payments or limits on the
number of visits, Ms. Riley said.

While most chemical dependency
treatment programs start with inten-
sive inpatient therapy, that usually
lasts just three tofivedays. Then a pa-
tient is usually referred to an intensive
outpatient therapy program that
meets two to three hours a day, three
or four days a week, for two weeksor
more, said Joe Vollmer, supervisorof
Employee & Family Counseling Ser-
vices, an internal employee assistance
program at Golden, Colo.-based
Coors Brewing Co.

"Then there's aftercare," where the
number of outpatient therapy visits
gradually declines to, perhaps, one
visit per week or once every two
weeks, he explained.

Substance abusers "don't live in a

hospital," Mr. Vollmer said. "They
have to learn to deal with the triggers
and the problems in the environment
that they live in."

Most of Coors' insurers have adopt-
ed this philosophy, he said. Coors of-
fers its 5,800 employees a choice from
among CIGNA, Kaiser Permanente
and PacifiCare HMOs and PPOs and

a self-insured point-of-service plan.
Outpatient treatment also is more

cost-effective, said Dr. Jerry Vaccaro,
vp and corporate medical director at
PacifiCare Behavioral Health in Van

Nuys, Calif.
"If you take the same amount of

money and spread it out over time, it's
a much wiser use of resources," he
said. ial

f

Parity
Continued*om page 3
ticular situation, Ms. Stembach not-
ed. But if it is a "reasonable benefit,
then the cost is not significant. It usu-
ally could be between 1% and 5% of
the overall health plan," she said.

States that have parity laws that
are more strict than the federal law

include California. California's law,
which went into effect July 1, goes
beyond federal law, by requiring in-
surers and HMOs to provide co-pay-
ments and deductibles that are equal
to those provided for other medical
care, as well as equal maximum life-
time benefits for the medically neces-
sary treatment of severe mental ill-
nesses and serious emotional distur-
bances of children, The law covers

both outpatient and hospital services.
The Sacramento-based California

Public Employees' Retirement Sys-

No
A/IORE

tem estimates the total cost of state

mandates-of which mental heath

parity makes up the biggest piece-
will add 1.5% to premiums for its 10
HMOs next year.

Dr. Robin Dea, chairwoman and
chief of psychiatry for Kaiser Perma-
nente in Northern California, said
that, for the employer, the real cost of
the parity bill is related to the level of
mental health care the employer pro-
vided before the bill was passed.

For the many large employers that
were already providing high-quality
mental health benefits, "it's not g6ing
to impact them very much at all,"
said Dr. Dea, who is based in Red-
wood City, Calif.

A study of the mental health and
substance abuse benefit programs of
eight major employers, conducted by
the Washington Business Group on
Health for the federal Office of Per-

sonnel Management, found that "cost
was not the issue," said WBGH Vp
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Veronica Goff.

Of greater concern, Ms. Goff said,
was that while many employers offer
very generous mental health care
benefits, not enough employees are
making use of them, because of the
stigma that is still attached to mental
illness.

One reason that compliance with
mental health parity requirements
has not proved onerous-at least in
regard to the federal law-is that em-
ployers are taking advantage of the
so-called loopholes in the law.

The General Accounting Office
concluded in a study issued in May
that 65% of the employers that had
eliminated discriminatory annual
and lifetime dollar caps changed at
least one other mental health care de-

sign feature to make coverage more
restrictive when compared with oth-
er medical and surgical benefits (BI,
May 22).

"Most of the employers that I've
worked with made cost-neutral ad-

justments to comply with parity" by
implementing other design changes,
such as visit limits, to offset the elim-
ination of dollar limits, said Rich
Stover, a principal with Buck Con-
sultants Inc. in Secaucus, N.J.

Managed care, particularly when it
is dispensed through carve-out pro-
grams offered by mental health spe-
cialists, and changing approaches to
treatment also have been instrumen-

tal in holding down the cost of men-
tal health parity.

Mental health benefits in an un-

managed environment would be too
costly, "but that's not a realistic situ-
ation anyway," because it no longer
exists in an unmanaged environment,
said Roland Sturm, senior economist
with the Santa Monica, Calif.-based
Rand Institute, an independent think
tank. "Under the carve-outs, you can
provide unlimited benefits for mental
health with very low copayments and
deductibles," he said.

Joseph Marlowe, senior vp in Aon
Consulting's Philadelphia office, said
managed care programs "have forced
a substantial change in the way men-
tal health services are being deliv-
ered, with more focus on short-term,
intensive outpatient treatment and
less long-term, acute inpatient ser-
vices."

When patients are hospitalized,
"it's for substantially shorter lengths
of stay," and treatment is supple-
mented with post-discharge, outpa-
tient services, Mr. Marlowe said.

Although the federal mental health
parity act has forced employers to ad-
just their plan designs for mental ill-
ness, "I think it's really coincident
with a larger awareness within the
marketplace of the issue of mentalill-
ness and productivity," he said.

"We believe that if you keep people
healthy, you end up spending less
money," said Tara Wooldridge, man-
ager of the employee assistance pro-
gram at Atlanta-based Delta Air
Lines, which has no visit or dollar
limits for its self-insured mental

health benefits plan.
Meanwhile, more requirements

may be on the horizon for employers,
with new legislation expected to re-
place the current federal law upon its
expiration next year.

Attention is focused in particular
on S.B. 796-whose primary sponsors
are Sen. Pete Domenici, R-N.M., and
Sen. Paul Wellstone, D-Minn.-and
H.B. 1515, which was introduced by
Rep. Marge Roukema, R-N.J. Both
would bring mental health benefits
closer to true parity with other medi-
cal and surgical benefits.

The House bill includes substance

and chemical dependency benefits
within its parity provisions, while the
Senate bill does not, noted Dan
Schwallie, legal consultant in Hewitt
Associates L.L.C.'s Cleveland office.

The pending bills are "not really on
a lot of employers' radar screens right
now," said Mr. Schwallie. Ell
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Ameriscript Inc.
4301 Darrow Road,
Stow, Ohio 44224,
330-686-7010, fax: 330-686-7011
www.chandler-group.com

1999 revenues
Total gross revenues. $931,853
PBM se,vices..........$920,853
Unbundled PBM services. $920,853
PBM clients

ToW. . 1,158

Employee/group plans with direct service. 1,158

Lives covered

Total.........,..,,, .256,250
Active group health plan. 1,200
Active workers compensation. 205,000
Retail network

Phamlacy locations. .40,000
Mail-order services

Percentage of prescription volume . 75%

Generic usage

Percentage of prescription volume. . 41%

Sta#

Total. .40

Professionals . 38

Registered pharmacists .,, .2

PBM services since: 1986.

Parent: The Chandler Group of Managed Care
Cos, primary business: HMOFPO.

Services: retail pharmacy network, mail-)rder
drug distribution, claims processing, online
claims adjudication, concurrent utilization re-
view, disease management, retrospective Rx uti-
lization review, benefit design consulting, fcrmu-
lary management/review, physician prescribing
practices monitonng/management, patient edu-
cation.

Sulicontracted semices: concurrent Rx utiliza-
tion review: disease management; mail-order drug
distribution; online Rx claims adjudication; ihar-
maceutical claims processing, physician prescrib-
jng practices monitoring and management; retro-
spective Rx utilization review; Rx Formulary -nan-
agemenvreview.

Reports provided: physician prescribinc pat-
terns, employee utilization, percentage of generic
vs. name-brand prescriptions dispensed analysis,
cost analysis, memberubliation.

Dispute resolution: PBM staff.
Service area: nationwide.
Billing method: fee per claim.
Officers: Arthur W. Chandler, chairman,'CEO;

Michelle Swigonski, president, Cynthia Craig, se-
nior vp-operations.

Contact Michelle Swigonski, miches@chandler-
group.com.

Caremark Rx

2211 Sanders Road,
Northbrook, 111.60062;
847-5594700: fax: 847-5594981
www.caremark.com

1999 revenues

Total gross revenues. $3,300,000,000
PBM services. $2,800,000,000
Unbundled PBM services. $2,500,000,000
PBM clients

Total...

Employee/group plans with direct seNice... . . . 1,092
Lives covered

Total . 20,000,000
Retail network

Pharmacy locations. 51000
Mail-order services

Percentage of prescription volume 23%

Generic usage

Percentage of prescription volume . . 93%

Staff

Total . 2,263
Professionals . 1,836

Registered pharmadsts . .354

PBM services since: 1985
Services: retail pharmacy network, mail-irder

drug distribution, claims processing, online
claims adjudication, concurrent utilization re-
view, disease management, retrospective Rx uti-
lization review, benefit design consulting, formu-
lary management/review, physician prescribing
practices monitoMng/management, patient edu-
cation.

Reports provided: physician prescribing pat-
tems, employee utilization, percentage of generic
vs. name-brand prescriptions dispensed analysis,
cost analysis, member utilization.

Dispute resolution: PBM staff.
Sen,ice area: nationwide.
Billing method: fee per claim.
Officers: Mac Crawford, chairman/CEO, James

H. Dickerson Jr., president/COO; Howard A. Mc-
Clure, executive *CFO.

CLAIMSPRO Management
Services Inc.

24370 Northwestern Highway, Suite 200,
Southfield, Mich. 48075;
800-837-9600; fax: 248-352-3714
www. claimspro.com

1999 revenues

Total gross revenues. $12,663,311
PBM services. $12,200,000
Unbundled PBM services. $10,370,000
PBMclients

Employee/groupplans with directservice.. 1,350
Lives covered

1,490,000
Active group health plan . 1,490,000
Retail network

Phaimacy locations 51,000*
Mail-order services

Percentage of prescription volume 6%

Generic usage

Percentage of prescription volume . . . 41%

Statt

Total .70

Professionals 36

Registered phaniacists. ... .1

PBM services since: 1989.

Parent PhairiaCare/CVS, pArrary busine Bs: re-
tail pharmacy.

Services: retail pharmacy network, mail-order
drug distribution, claims processiig, online , laims
adjidication, concurrent utilization review, d sease
management, benefit design consulting, formula-
ty management/review, physidan prescibing
practices monitoring/management, Fatient Educa-
Non

RepoRs provided: physician prescribing pat-
t:rns, employee utilization, percentage of generic
vs. name-brand prescriptions disoensed analysis,
cost analysis, member utilization.

Dispute resolution: PBM staff.
Semicearea: nationwide.

Billing method: capitated rate, Fe per clajn
Officers: Bruce Liebowitz. president; Ron Klein,

executive vp
Contact: support@claimspro.com.
*Esmnated

License to get on with itr

Express Scripts Inc.
13900 Riverport Drive,
Matyland Heights, Mo. 63043;
800-281-0712: fax: 314-702-7059
www.express-scripts. com

1999 revenues

Total gross revenues. . $4,300,000,000
PBM services. $4,300,000,000
PBM clients

Total, .1,379

Employee/group plans with direct service .1,211
Uves covered

38,SOO,000
Retail netwo:k

Pharmacy locations. 53,000*

Generic usage
Percentage of presctiption volume 39.3%
Staff

. 4,000'
 Registered phannacists

4
Fireman's
Fund®

PBM services since: 1986.

Services: retail pharmacy network, mail=order
drug distribution, claims processing, online claims
adjudication, concurrent utilization review, disease
management, retrospective Rx utilization review,
benefit design consulting, formulary manage-
menfreview, physician prescribing practices mon-
itoring/management, patient education.

Reports provided: physician prescribing pat-
terns, employee utilization, percentage of generic
vs. name-brand prescriptions dispensed analysis,
cost analysis, member utilization.

Dispute resolution: PBM staff, independent
panel.

Semice area: nationwide, U.S. territones, Cana-
da.

Billing method: fee per claim.
Officers: Barrett A. Toan, president/CEO; Stu-

art Bascomb, executive vp; David Lowenberg,
COO.

Contact: Larry Zarin; Izarin@express-scripts.
corn.

* Estimated

Fireman's Fund McGee
Marine Undem,riters

A company of the Allianz Group

Continued on next page
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First Health Services Corp.
4300 Cox Road,
Glen Allen, Va 23060;
804-965-7400; fax: 804-527-6849
www.thsc.com

1999 revenues

Total gross revenues................$120,000,000
PBM services. ........... ....... $39,000,000
Unbundled PBM services.. ....... $39,000,000
PBMclients

Total........................................21

Employee/group plans with cdirect service. ...21

Lives covered

Total.................... ......9,000,000

Active group health plan........... 9,000,000
Active workers compensation ............. 600,000
Retail network

Pharmacy locations. ............51,332
Mail-order services

Percentage of prescription volume ............3%
Generic usage
Percentage of prescriplion volume ......47%

Stall

Total......................................989

Professionals ..............................762

Registered pharmacists .
PBM sentices since: 1968.

Services: retail pharmacy network, mail-order
drug distribution, claims processing, online claims
adjudication, concurrent utilization review, disease
management, retrospective Rx utilization review,
benefit design consulting, formulary manage-
ment/review, physician prescribing practices mon-
itorino/management.

Subcontracted semices: mail-order drug distri-
bution.

Reports provided: physician prescribing pat-
term, employee utilization, percentage of generic
vs. name-brand prescriptions dispensed analysis,
cost analysis, member utilization.

Dispute resolution: PBM staff.
Service area: nationwide.

Billing method: fee per claim.
Officers: Teresa Dimarco, president; Peter

Quinn, vp-marketing and account management;
Steve Duvall, vp-sales.

Contact: info@thsc.com.

0
The INTEQ Group Inc.

5445 la Sierra Drive, Suite 400,
Dallas, Texas 75231;

800-324-7799; fax: 214-739-7979
www.inteqrx.com

1999 revenues

PBM services.            .$7,000,000

PBM clients

Total. .2,500

Employee/group plans with direct service... ... 750
Lives covered

Total.             .1,700,000

Active group health plan ................ 1,400,000
Active workers compensation. 300,000
Retail network

Pharmacy locations.         47,000
Mail-order services

Percentage of prescriptionvolume. 5%

Generic usage

Percentage of prescription volume.. ....... 44%
Staff

Total.................. .......... .65

Professionals ..... .50

Registered pharmacids .... ...............2

PBMservicessince: 1992.

Sentices: retail pharmacy network, mail-order
drug distribution, claims processing, concurrent
utilization review, disease management, retrospec-
tive Rx utilization review, benefit design consulting,
formulary management/review. physician prescrib-
ing practices monitoring/management, patient ed-
ucation.

Subcontracted services: formulary manage-

menVreview.

Reports provided: physician prescribing pat-
tems, employee utilization, percentage of generic
vs. name-brand prescriptions dispensed analysis,
cost analysis, member utilization.

Dispute resolution: PBM staff.
Service area: nationwide.

Billing method: capitated rate, feeperclaim.
Officers: Andrew Fisk, president; John Teich-

graeber, executive vp-sales and marketing; Jerry
Hosler, executive vp-finance and administration.

Contact John Teichgraeber, info@inteqrx.com.

International Pharmacy
Management Inc.

300 Corporate Parkway, Suite 1,
Birmingham, Ala. 35242;
800-476-3784; fax: 205-795-7298
www.ipmdrug.com

1999 revenues

Total gross revenues... $31,839,084

PBM se,vices........................ $31,839,084

Unbundled PBM services.    . $31,839,084

PBM clients

Total...... .................. ..164

Employee/group plans with direct service. ..164

Lives covered

Total 265,252

WHAT WILL IT TAKE TO LEAD THE NEXT GENERATION OF MARINE INSURERS?

THE STRENGTH OF ONE OF THE WORLD'S LARGEST INSURANCE

ORGANIZATIONS AND THE AGILITY TO MOVE QUICKLY AND DECISIVELY.

FIREMAN'S FUND McGEEPUTS AN UNPRECEDENTED LEVELOF MARINE
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COUNTRY'S LEADING OCEAN AND INLAND MARINE INSURER.

CALL US AT 1-800-235-6029.

RAISING THE BAR IN MARINE INSURANCE.
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Active group health plan.       158,321
Active workers compensation ............ 52,000

Retail netwolk

Pharmacy locations.......................47,000
Mail-order services

Percentage of prescription volume. .32%

Generic usage
Percentage of prescription volume.... ..... 42%
Stall

Total.......................................35

Professionals ............ ... .......28

Registered phamiacists .........
PBM servicessince: 1995.

Services: retail pharmacy network, mail-order
drug distribution, claims processing, online
claims adjudication, concurrent utilization review,
disease management, retrospective Rx utilization
review, benefit design consulting, formulary
managemenVreview, physician prescribing prac-
tices monitoring/management, patient education.

Subcontracted services: disease manage-
ment.

Reports provided: physician prescribing pat-
tems, employee utilization, percentage of generic
vs. name-brand prescriptions dispensed analy-
sis, cost analysis, member utilization.

Dispute resolution: PBM staff.
Service area: nationwide.

Billing method: capitated rate, fee per claim.
Officers: Arthur Jones, chairman/presidenV

CEO; Greg Stein, vp-sales and marketing; David
Beauchaine, vp-finance.

Contact: Greg Stein; 800-476-3784; gstein@
ipmdrug.com.

Merck-Medco

Managed Care L.L.C.
100 Parsons Pond Drive,

Franklin Lakes, N.J. 07417;
800-444-8338

www.merckmedco.com

1999 revenues

Total gross revenues.... $18,500,000,000

Continued on page 22

Directory terms
explained

The sixth annual Business /nsurance di-

rectory of prescription benefit managers lists
organizations thal provide general prescrip-
tion benefit management services in an inte-
grated package designed to control the
types and distribution methods of prescrip-
tions used by plan parlcipants.

The package of services must indude
several of the following elements: pharrna-
ceutical benefit design consulting, disease
management of participants, prescription
educational services for users or physicians,
utilization review and dairns processing. The
PBM services must be provided on an un-
bundled basis and must be available directly
to corporate and institutional employer
dients other than third-party vendors.

Each listing begins with the company
name, address, phone number, fax number
and Web site address. 1999 revenues in-

dudes total gross revenues, gross revenues
generated from all PBM services and gross
revenues from unbundled PBM services.

The PBM clients section specifies the total
number of clients, as well as the number of

employer/group plans that contracted direct-
Iywith the PBM in 1999.

Uves covered includes total group health
plan lives, both eligible and adjve. Active en-
rollees are those partidpants who actually
received prescriptions through the plan in
1999.

Figures for active group health enrollees
and adive workers compensation enrollees

in 1999 are also provided.
Retail network information lists the num-

ber of pharmacies that participate in the
PBM's network, as well as the percentage of
prescriptions filled through mail-order ser-
vices and the percentage of prescriptions
filled with generic equivalents.

Staff infoimation, given in full-time equiv-
alents for 1999, indicates the total numberof

staff members assigned to prescription ben-
efit management services. The total number
of professional staff members also is provid-
ed, including the numberof registered phar-
macists on staff.

PBM services and subcontracted ser-

vices offered by the company are listed
next. The reports provided to the client
along with the PBM's service area are also
provided, followed by the PBM's billing
methods and the dispute resolution ap-

proaches it offers.
Principal officers and a contact person

for readers seeking more information com-
plete each listing.

Uslings are generated through responses
to a Business Insumnce questionnaire. The
directory is published as an editorial service;
there is no charge to be included. Although
every effort is made to publish complete and
accurate listings, 8/is unable to verify all in-
formation.
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Continued from page 19

PBM sen*s.. $18,500,000,000
PBM clients

Total............................... .1,051
Employee/group plans with direct service. .491

Lives covered

Total. 52,000,000
Retail network

Pharmacy locations. 56,300

Generic usage
Percentage of prescription volume 88%

Stall

Total ...... . 13.554
Professionals . 2.983

Registered pharmacists .1.777

PBM sentices since: 1964.

Parent: Merck & Co. Inc.; primary business:
drug manufacturer.

Services: retail pharmacy network, mail-order
drug distribution, claims processing, online claims
adjudication, concurrent utilization review, disaase
management, retrospective Rx utilization reiew,
benefit design consulting, formulary manage-
menUreview, physician prescribing practices mon-
itoring/management, patient education.

Subcontracted services: pharmaceutical claims
processing.

Reports provided: physician prescribing, pat-
terns, employee utilization, percentage of generic
vs. name-brand prescriptions dispensed analysis,

cost analysis, member ut lization.
Dispute resolution: PBM staff
Selvice area: nationwide.

Billing method: capita-4 rate, fee per claim, risk
sharing.

OHicers: Per G. H. Lofberg chairman; Richard
T. Clark, president; Isaac Shulman, executive vp-
manufacturing contractirg.

National Medical Health Card

Systems Inc.
26 Harbor Park Dr.ve,

Port Washington, V.Y. 11050;
516-626-0007; fax: 516-621-4793
www.nmhc. corn

1999 revenues

Total gross revenues. $134,031,026
PBM services . $134,031,026
Unbundled PBM services. $54,964,313
PBM clients

Total. 295

Employee/group plans with direct service ... .....5
Lives covered

tof

Total .......                         375,000
Retail network

oharmacy lomtions 47,000
Mail-order services

Percentage d prescription volume. 10%

Generic usage
Percentage of prescription volume . 40%

Stall

Total. .100

Professionah .85

Registered Ehermacists. .15

PBM sewiles since: 1981.

Services: retail pharmacy network: mail-order
drug disti itution, claims processing, online
claims ad udication, concurrent utilization re-
view, disease management, retrospective Rx uti-
lization rei'iejv, benefit design consulting, formu-
lary manalemenVreview, physician prescribing
practices monitoring/management, patient edu-
cation.

Reports grovided: physician prescribing pat-
terns, employee utilization, percentage of gener-
ic vs. name-brand prescriptions dispensed anal-
ysis, cost aralysis, member utilization.

Dispute resolution: PBM staff.
Service a·ea: nationwide.

Billing method: fee per daim.
Ofticers: Bert Brodsky, CEO.
Contact: <athleen Tilden, vp-marketing; ktilden

@nmhc.com.

National Pharmaceutical

Services Inc.

14303 First National Bank Parkway,
Omaha, Neb. 68154;
402-965-8800, fax: 402-964-9004

www.ptl-nps.com
1999 revenues

Tou gross revenues. .$110,000,000
PBM services. .....$12,000,000

Unbundled PBM services. . .. $12,000,00C
PBM clients

Total................................ .120£

Employee/group plans with directservice . .1,200

Lives covered

Total ................ .900.00C

Active group health plan.       210,000
Active workers compensation .... ._ _17,000
Retail network

Pharmacy locations.      .. 50,000
Mail-orderservices

Percentage of prescription volume. 10%

Generic usage
Percentageofprescriptionvolurre . .50%

Stall

Total ....... ...25

Professionals . .12

Registered pharmacists .... .... 8

PBM services since: 1994.
Parent: Pharmaceutical Technologies Inc.; p' i

and Grawfoid Healthcare Management

hilped get him there Give ub an

opportunity, nci we 11 help reduck your

disability duration and get your employeff,,.
back to work FAST

Ciawfoid & Conip.iny deli ers reliable
en'ICES that revilt in lon ir medK.11 ind

indemnity costs, an t irly ind sate retut n tO

work, and qukker claim closure It all ad-Is

up to increased emplmee pioductivity and

hdvings to you" bottom line

m orc Infolmation on how we

can reduce you, disability durition and retbm

your employees to work fa•,ter, call Vicki

Holland, executive vice president,

Healthcare Management Services, at

8002412541

' L._

mary business: health care reporting software.
Services: retail pharmacy network, mail-order

d-ug distribution, claims processing, online claims
adjudication, concurrent utilization review, disease
management, retrospective Rx utilization review,
benefit design consulting, formulary manage-
ment/review, physician prescribing practices mon-
itoring/management, patient education.

Reports provided: physician prescribing pat-
terns, employee utilization, percentage of generic
vs. name-brand prescriptions dispensed analysis,
cost analysis, member utilization.

Dispute resolution: PBM staff.
Service area: nationwide.

Billing method: capitated rate, fee per claim,
percentage of savings.

Ollicets: Douglas M. Pick presidenVCEO; Angela
Pieper, CFO; Kevin Ridgeway, vp-clinical services.

Contact: Douglas M. Pick, pti-dpick@ccacorp
com.

PSG-PBM Inc. dba Pharmacy
Services Group

, 1100 N.E. 51st St.,
Oakland Park, Fla. 33334;
954-938-9980: fax. 954-938-7984
www.rxmail.com

1999 revenues

Total gross revenues...... $50,000,000
PBM services.            $50,000,000
Jnbun(lied PBM services.. $20,000,000
PBM clients

Total..310

Employee/group plans with direct service. 25
Lives covered

Total.                 300,000
Active group health plan.        210,000
Active workers compensation 50,000
Retail network

Pharmacy locations. 53,000
Mail-orderservices

Percentage of presctiption volume . .20%

Genedc usage
Percentage of presetiption volume. 30%
Stall

Total. 40

Professionals 39

Registered phannacists . 3

PBM services since: 1995.

Services: retail pharmacy network, mail-order
drug distribution, claims processing, online claims
adjudication, concurrent utilization review, disease
management, retrospective Rx utilization review,
benefit design consulting, formulary manage-
menVreview, physician prescribing practices mon-
itoting/management, patient education.

Reports provided: physician prescribing pat-
terns, employee utilization, percentage of generic
vs name-brand prescriptions dispensed analysis,
cost analysis, member utilization.

Dispute resolution: PBM staff.
Service area: nationwide.

Billing method: fee per claim.
Contact: Kenneth Sack, CEO; ks@rxmail.com.

Pharmacy Advantage System
50 Lenox Pointe,
Atlanta, Ga. 30324;

404-262-6681; fax: 404-262-6689
www pastx.com

1999 revenues

Tolal gross revenues . $163,372,283
PBM services . $163,048,870
Unbundled PBM se,vices. . $323,414
PBM clients

Total...... .842

Employee/group plans with direct service. .655

Lives covered

Total. 515,371

Active group health plan . .139,478
Active workers compensation . 477

Retail netwolk

Pharmacy locations.             . 45,683
Mail-order services

Percentage of prescription volume . .... . 8%
Generic usage
Percentage of prescription volume . 42%

Staff

Total.. .29

Professionals ,.13

Registered pharmacists . .9

PBM services since: 1986.

Parent: Georgia Pharmaceutical Assn.; primary
business: state pharmacy association.

Services: retail pharmacy network, mail-order
drug distribution, claims processing, online claims
adjudication, concurrent utilization review, disease
management, retrospective Rx utilization review,
benefit design consulting, formulary manage-
menVreview, physician prescribing practices mon-
itoring/management, patiem education.

Reports provided: physician prescribing pat-
terns, employee utilization, percentage of generic
vs name-brand prescriptions dispensed analysis,
cost analysis, member utilization.

Dispute resolution: PBM staff.
Service area: nationwide.

Billing method: capitated rate, fee per claim, per
employee per month.

Officers: Charles P. Callihan, COO, Dondi W. Bal-
lard, vp-information systems; Richard G. Simon,
vp-sales and malketing.

Contact Richard G Simon; rsimon@pasrx.com.

Continued on page 24



MEMO

TO:

FR:

RE:

All Employees
Jack Graves, CEO
Health Care Costs

steelco
worldwi SANITIZ

desktop sanitizing station --

This year the company's cost for providing health care hasrisen 12%. In order to keep these costs from cutting into ourbottom line we are going to adopt a few new company policies:
1) Desktop sanitizing stations will be installed, and sneezingoutside the anti-bacterial spray zone is now prohibited.
2) Coughing and/or wheezing will only be permitted in theyellow zone located outside of shipping and receiving.
3) Handshaking, "high fives," and other forms of physicalgreeting will be replaced with an audible greeting such as
"hey," "hi," or "what's up?"

Searching for more practical health benefit solutions? Hewitt can help you find quality
health care options that reduce costs and improve employee satisfaction. As the largest
benefits consulting firm in the US., we're using the power of the internet and unparalleled
data resources to create a more efficient health care marketplace, as well as bring back
personalized employee choices and service. So, if you'd like to avoid the cost of desktop
sanitizing stations and, at the same time, keep health care costs under control, simply contact us.

Hewitt
www. hewitt.com

Improving Business Results Through People
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Security Guard
Companies
Armed & Unarmed Guards

Patrol Agencies
Alarm Response
Armored Cars

• Alarm Companies
Any Type of Alarm
Sales

Service

Installation

Monitonng

Fire Suppression
Equipment Contractors
Hand Held Fire Extinguishers
Spnnkler Systems
Chemical Systems

• Detectives
Investigation
Surveillance

Verification

Analysts
Evidentiary Photo/Video

Continued from page 22

RxAmerica

369 Billy Mitchell Road,
Salt Lake City, Utah 84116;
801-961-6000; fax: 801-961-6008
www.ncamerica.com

1999 revenues

Total gross revenues . $450497 524
PBM services . . $293264110
PBM clients
Total 208

Employee/group plans with direct setvice 128

Lives covered

Total 6400000

Active group health plan 1 940000

Adive workers compensation 39273

Retail network

Phamiacy locations 46000

Mail-order services

Percentage of prescription volume . 15%

Genelic usage
Percentage of prescriotion volume . 52%

Staff
Tol 383

Professionals 96

Registered pharmacists . 57

PBM services since: 1994.

Parent: Alberison's Inc. and Longs Crug Stores;
Primary business: retail food and drug stores, re-
spectively.

Services: retail pharmacy network, mail-order
drug distribution, daims processing, online claims
adjudication, concurrent utilization review, disease
management, retrospective Rx utiliaion review,
benefit design consulting, formulary manage-
menVreview, physician prescribing practices mon-
itoring/management, patient education.

Reports provided: physician prescribing pat-
terns, employee uilization, percentage of generic
vs name-brand prescriptions dispensed analysis,
cost analysis, member utilization.

Dispute resolution: PBM staff.
Service area: nationwide.

Billing method: fee per claim, disease state
management programs charged on a Der member
enrolled basis.

Officers: John Gamynik, general manager; Dan
Salemi, vp-operations; Alan Kellogg, vp-sales and
maeting

Contact: Alan Kellogg; 801-961-6051.

Rx Direct Inc.

1445 Clarksville St,

Paris, Texas 75460;
800-785-4197; fax: 903-784-4376
www.rxdirectcom

1999 revenues

Total gross revenues.

arv L

Reinsurance Intermediary

INDEPENDENCE

INTEGRITY

SERViCE

CONSISTENT PHILOSOPHY & PERFORMANCE

SINCE 1977

Atlanta Bermuda Chicago London Stamford

1 -800-CARVILL

14*Um...*I • *» 1/

. $30,000,HO

PBM services. $30,000,000
Unbundled PBM services. ....... 330,000,000
PBM clients

Total.................................... .4,500
Employee/group plans with direct service...... 4,482
Mail-order services

Percentage of prescription volume . 100%

Generic usage
Pementage of prescription volume 30%

Staff

Total . GE

Professionals ...... 6E

Registered phamiacists.   :
PBM services since: 1994.

Services: mail-order drug distribution, online
claims adjudication, concurrent utilization revie,
disease management, retrospective Rx utilizatioi
review, benefit design consulting, formulary mar-
agemenureview, physician prescribing practices
monitoring/management, patient education.

Reports provided: employee utilization, percen--
age of generic vs. name-brand prescriptions di:-
pensed analysis, cost analysis, member utilization

Dispute resolution: PBM staff.
Service area: nationwide.

Billing method: fee per claim.
Officers: Gerry Teague, Bob Coopman, direc-

tors; Jim Slaton, vp-marketing
Contact Jim Slaton, jslaton@lstamet.com.

Scrip Pharmacy Solutions
100 Clearbrook Road,
Elmsford, N.Y. 10523;

888-818-3939; fax: 914460-1660
www.mimhp.com

1999 revenues

Total gross revenues .. $370,000,090
PBMservices, $342,000,010
Unbundled PBM services. $101,000,000
PBM clients

Total. .120

Employee/group plans with direct service. .38

Lives covered

Bul 3,700,00

Active group health plan 423,GO

Active workers compensabon 60,00
Retail network

Pharmacy locations. . 48,COO
Mail-order services

Percentage of prescription volume 2%

Generic usage
Percentage of prescription volume . 60%

Slaff

Total. :00
Professionals . -84

Registered pharmacists 29

PBM services since: 1993.

Parent: MIM Corp, primary business: holcing
company for PBM and mail order pharmacy.

Services: retail pharmacy network, mail-okler
dmg distribution, claims processing, online cia rns
adjudication, concurrent utilization review, disease
management, retrospective Rx utilization revew,
benefit design consulting, formulary man: ge-
menVreview, physician prescribing practices n-on-
itoring/management, patient education.

Reports provided: physician prescribing Dat-
terns, employee utilization, percentage of gereric
vs. name-brand prescriptions dispersed anall sis,
cost analysis, member utilization.

Dispute resolution: PBM staff.
Service area: nationwide.

Billing method: capitated rate, fee )er claim
Contact: Mark Leeper; 888-818-3939, ext. 1322.

mleeper@mimhp.com.

USI Prescription Benefits dba
York HealthNet*

665-675 Foxon Road, Suite 204,
East Haven, Conn. 06513;
203-468-8367: fax: 203-468-8416

www.yorkpbm.com
1999 revenues

PBM selvices. $23,501,001
PBM clients
Total. 333

Employee/group plans with direct service. .250

Lives covered

Total . 166,000

Active group health plan ..... . 73,000
Active workers compensation . 1,OCO
Retail network

Pharmacy locations. 47,5CO
Mail-order services

Percentage of prescription volume . 6%

Generic usage
Percentage of prescription volume . 42%

Stafl

Total . ..21

Professionals . 9

Registered pharmacists ....... .3

PBM services since: 1995.
Parent: USI Insurance Services Corp.; p'imary

business: brokerage/TPA
Services: retail pharmacy network, mail-orcer

drug distribution, claims processing, online iaims
adjudication, concurrent utilization review, dsease
management, retrospective Rx utjlization eview,
benefit design consulting, formulaty manage-
ment/review, physician prescribing practices mon-

mB

itoring/management, patient education.
Subcontracted semices: disease management.
Reports provided: physician prescribing pat-

terns, employee utilization, percentage of generic
vs name-brand prescriptions dispensed analysis,
cost analysis, member utilization.

Dispute resolution: PBM staff, independent
panel.

Service area: nationwide.

Billing method: capitated rate, fee per claim, per
member per month; flat fee.

Officers: James Pennington, chairman; Lily Kho-
jadoost-Kamvar, COO.

Contact: Lauren Cornelio; 203-468-8367, ext.
2130; Icomelio@usi-rx.com.

'formerly York Pmscription Benefits

United Drugs
7227 N. 16th St., Suite 160,
Phoenix, Ariz. 85020;
602-678-1179; fax: 602-678-0772
www.uniteddrugs.com

1999 revenues

otal gross revenues. $6,400,000
PBM services. $900,000
Unbundled PBM services.. $100,000
PBM clients

.16

Employee/group plans with direct service. .2
Lives covered

Total. 160,000

Active group health plan. 47,000

Active workers compensation ......... . 200
Retail network

Pharmacy locations. 30,000
Mail-onlerservices

Percentage of prescription volume .2%

Generic usage
Percentage of prescaption volume 65%

Stall

Total. .35

Professionals . 9

Registered pharmacists . 2

PBM services since: 1990.

Parent: American Associated Druggist Inc.; pri-
mary business: independent phannacy cooperative.

Services: retail pharmacy network, mail-order
drug disttibution, claims processing, online claims
adjudication, concurrent utilization review, disease
management, retrospective Rx utilization review,
benefit design consulting, formulary manage-
ment/review, physician prescribing practices mort-
itoring/management, patient education.

Subcontracted services: mail-order drug distri-
bution.

Reports provided: physician prescribing pat-
terns, employee utilization, percentage of generic
vs name-brand prescriptions dispensed analysis,
cost analysis, member utilization.

Dispute resolution: PBM staff.
Service area: Arizona, Arkansas, California, Col-

orado, Florida, Georgia, Idaho, Louisiana, Montana,
Nebraska, Nevada, New Mexico, North Carolina,
Oregon, South Carolina, Texas, Utah, Washington,
Wyoming.

Billing method: fee per claim.
Officers: Mike Huston, CEO, Elizabeth Schrader,

vp-operations and finance; Bruce Semingson, vp-
managed care sales.

Contact: Elizabeth Schrader; eschrader@united-
drugs.com.

Walgreens Health Initiatives
520 Lake Cook Road, Suite 400,
Deerfield, 111. 60015-5217,
847-374-2640; fax: 847-374-2645
www.whphi.com

1999 revenues
Total gross revenues . $682,987,199
PBM services. $6,415,761
PBM clients

673

Employee/group plans with direct service. ..602

Lives covered

Total.                                                                                      . 2,100,000
Retail network

Pharmacy locations. . 46,786
Genedc usage
Percentage of prescription volume 43%

Stall

Total , 222

Professionals . 31

Registered pharmacists .11,300

PBM services since: 1995.

Parent: Walgreen Co.; primary business: re-
tail pharmacy.

Services: retail pharmacy network, mail-order
drug distribution, claims processing, online
claims adjudication, concurrent utilization re-
view, disease management, retrospective Rx uti-
lization review, benefit design consulting, formu-
lary management/review, physician prescribing
practices monitoring/management, patient edu-
cation.

Subcontracted services: formulaty manage-
ment/review.

Reports provided: physician prescribing pat-
terns, employee utilization, percentage of gener-
ic vs. name-brand prescriptions dispensed anal-
ysis, cost analysis, member utilization.

Dispute resolution: PBM staff.
Service area: nationwide; Puerto Rico: Unit-

ed States Virgin Islands.
Billing method: fee per claim, fee for service.
Officers: Robert H. Halaska, president; David

W. Bernauer, Edward H. King, vps. 63



Keep employees happy.

Keep management protected.

Keep costs down. When it

comes to employment issues,

your job is simple. Please

everyone. At Zurich U.S.,

we can help you achieve the

impossible. With unique

coverages that provide

greater liability and disability

protection. Innovative risk

management solutions that

can help manage exposures.

And claims and underwriting

teams that work together to

ensure clarity along the way.

All to help you increase

productivity and reduce your

overall costs. Now that's power.

e
ZURICH

Your aspirations. Our passion.

Integrated Disability Program. ADM)
Managed Transplant · Fiduciary Liability

Employment Practices Liability
Payroll Solutions

www. zurichus.com

1-800-382-2150
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ASK A BENEFIT ACTUARY

Medicare HMOs still a viable alternative
'«6 1/

By William J. Miner calculating capitated reimbursement rates and j* capacity
rising health care costs are to blame for their Another way in which employers should be

I read a lot about Medicare HMOs lackluster financial results Other Medicare HMOs positioned to respond to this evolving situation is to

la pulling out of markets around the that have not withdrawn from their markets have provide flexibility to retirees in entering and exiting

country. What does this development raised the prermums they charge to participants, or employer-sponsored retiree health care plans

mean for our strategy of giving our they have mtroduced premiums for plans that Employers should review-and, if necessary,
retired workers financial incentives previously had none implement-rules and administrative processes that

to leave the corporate retiree health The unprofitable markets tend to be in more-rural facilitate their retirees' ability to change their
care plan and join Medicare HMOs? locations with lower concentrations of Medicare health care opt:ions

beneficiaries and lower per capita reimbursement Employers should also continue to look at other

This question comes from a senior rates from Medicare At the same time, Medicare approaches to managing retiree health care costs
executive at a maJor publishing HMOs continue to be widely available in more- These include

company Like many employers, the urban markets that have higher concentrations of • Making use of managed care options available
company's retiree population is seniors and higher reimbursement levels from to the pre-age-65 retiree population
dispersed throughout the country Medicare • Focusing on cost containment for the

Also, like many employers, this Although a reduction in enrollees of 12% is prescription drug component of the benefit through ' 
company has implemented various strategies in an significant-and may be overstated, as an plan design, formularies and other targeted
effort to better manage its significant retiree health undetermined number of these enrollees may have approaches
care costs and liabilities under Fmancial alternate Medicare HMOs in their area to Join-the • Continuing to review cost-sharing strategies

k.. Accounting Standard 106. One strategy has been to vast majority of retirees enrolled in Medicare HMOs By no means should employers abandon offenng
offer retirees a Medicare health maintenance will not be affected by these withdrawals In fact, incentives to retirees to enroll in Medicare HMOs

orgamzation plan nationwde, nearly 75% of all Medicare Employers that remain with this approach will
The cost savings to the employer from a Medicare beneficiaries have access to at least one Medicare continue to have the opportunities to enjoy

HMO relative to the employer-sponsored plan can HMO For many employers, providing financial significant savings in the managed care environment
be sigmficant Twenty percent savings or more are incentives to Join Medicare HMOs-such as reducing of Medicare HMOs compared against the
currently possible, though this varies significantly or eliminating the required retiree contribution for unmanaged fee-for-service environment in the rest
by geographical area coverage--remains a very viable approach to of the Medicare landscape

A Medicare HMO is an HMO that delivers the managing the cost of retiree health care. As is the ,
benefits provided by Medicare in exchange for a case with active plans, the appropriate level of ,
payment by the Health Care Financing employer subsidy will need to be reviewed on an Would you kkeadvice from an expenenced cot-
Administration, or HCFA Ordinarily, HCFA would HMO.-by-HA*) basis league on a nak management, benef#s management

pay for the Medicare benefits Employers should bear m mind that over the or actuarial problem? Four quarterly features in the
In addition, a Medicare HMO will also offer longer term, Medicare HMOs will not be the "silver Perspectives section of Business Insurance can give

additional health care benefits beyond those bullet" in the fight to contain retiree health costs you some answers

provided by Medicare When a Medicare HMO is Nevertheless, they appear to be able to offer Ask A Casualty Actuary, Ask A Beneht Actuary,

offered, the retiree will typically have an annual significant cost-saving opportunities for employers Ask A Benefzt Manager and Ask A R:sk Manager an-
choice to Join the HMO or receive benefits under The longer4erm savings might be expected to range' swer written questzons from readers on risk and ben-
Medicare and an alternative employer-sponsored from 20% to 30%. In addition, by enrolbng in these efits management zssues and actuartal problems
retiree medical program In many instances, the plans, retirees can enjoy certain advantages Thzs month's column on actuarial issues in the

amount paid by the retiree for coverage under a compared to typical employer-sponsored indemnity ' benejtts field is wntten by William J Miner, an actu-
Medicare HMO is less than the amount that would plans These benefits include lower cost-sharmg ary with Watson Wyatt Wortdunde in Chicago
be paid by the retiree for the combination of levels for covered medical expenses, and 2 Rrhard E Sherman, preszdent of Rzehard E. Sher-

FI Medicare and the employer-sponsored plan, which prescription drug coverage that is comparable to ' man & Assoczates Inc in Ashtand, Ore, answers ac-
IA gives retirees incentives to join these plans that offered in employer-sponsored plans and is j tuarial questions m the casualty field Christopher

The effectiveness of providing retirees incentives , better than the coverage offered m standard E Mandet, senior director of rlsk management at

to join Medicare HMOs depends largely on where Medigap plans Tricon Global Restaurants Inc. m Loutsvdte, Ky.
those retirees are located. The recent withdrawal of Expect further changes in this dynamic market , answers questions on rtsk management. Dennis J
insurers and managed care companies from many Medicare reimbursement methodologies 'are likely to ' Ntrtaut, managing dvector of

Medicare HMO markets has affected a significant be revised and refined as the government responds *, . compensation and benehts for

number of retirees Approximately 6 million of the to pressure to finance the health care needs of the Arthur Andersen L L.P in

current 39 million Medicare beneficiaries are elderly, especially in the area of prescription drugs ' * 91f,3 Chicago, answers questions on
enrolled in HMOs, As many as 12% of those now Employei s should expect to review and monitor empkwee beneflt plans

enrolled in these HMOs are affected by the most their Hl\{[0.offerings on an annual basis They may Ad*ess your questzons to

recent withdrawals, which will be effective Jan 1, ' wish to ·considetthe potential long-term viability of , , .4-t- J ASHS*#szness *Esurancd 740 N
20,41,· 44," , 41 A - Medicari HMOs in a givt*parket»forsrdeciding . fush SA#-ChleagO .Ill #061;*.,e
'-_ A# would be **pected, Medica2*IMOS are..:45.'2-2f'<,35.Whether to offer a particular }IMO,Factol·s ,· .** -2 :
- Se

..-ia*ling putof marketa,that have prov***,be '*** associated with long-term viability' include 4rk**' 5 2i A  and emploz,er, h »v,**85* - -
,-f5*rofitable' Healthihsurers say inadeilu'ate federal Medicare reimbursement levels m that'mal**tl@%5 9,>D*, Tess Ji*uranc

- 4funcling resulting from the government's formula for *4 commercial HMO penetration and excess provider**21Mft MineruU*aaiinstgned letters,''

*Faulty workmanship not covered under 66 *
A lawsuit by a building owner against a contractor. to personal Injury or property damage to others caused

allegmg damages caused by faulty workmanship is not LEGAL BRIEFS i bytha pohcyholder's neghgence Damages to a building
within the coverage provided by the contractor's gener- sustained by an owner as the result of a breach of con-
al habillty pollcy unless such coverage is specifically in-, commercial general liability policy issued by Eme In- « struction contract due to the contractor's faulty work-
cluded m the policy, the Supreme Court of Appeals of surance Property & Casualty Co, which mcluded cov- 2 manship are a business risk to be borne by the contrac-
West Virginia has ruled erage for a completed-operation hazard. Tbat hazard i tor, not by his commercial general habihty insurer, the

Gerald and Mary Skanes contracted with Pioneer 'was deflned as personal injury and propedy damage i court said. The lower court decision was affirmed.
Home Improvement Inc. to do some work on their · occurring away from premises the pollcyholder owns or Ene Ins vs Pioneer Home Improvement, Supreme

home, including the installation of new siding The rents, arising out of work that has been completed or Court of Appeals of West Virginia, Dec 10,1999
Skanes made an initial payment to Pioneer prior to the abandoned by the policyholder. Erie declined coverage (BI/02/Au. -$10)
commencement of construction. Although the work Pioneer brought suit seeking a declaratio» from the
was not performed to the Skanes' satisfaction, they court that the CGL pohcy covered its liability for the
paid the second installment at Pioneer's urging. Rela- cost to correct the faulty workmanship on the Skanes' Tbls abstract was prepared by Mayo H. Sttegler. Copies
tions detenorated further, leadmg Pioneer to terminate house The trtal court ruled agamst Pioneer oftbe deasion areavailable by sending a $10 deck payable
work. The appellate court said that CGL policies do not - to Mayo H. Stiegler. to Busmess Insurance. 740 N. Rush

The Skanes refused topaythebalance of the contract provide protection for poor workmanship; instead, St.,Chicago. IN. 60611-2590. Provide the hstednumberfor
and sued Pioneer for breach of contract Pioneer had a these pohcles protect a policyholder from hability due each opimon.
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Jumbo deal with the technical anc eco- whether there is sufficient cover- airlines to increase their insur- "One of the concerns that we

nomic issues involved in derelop- :ge currently oeing offered to in- ance limits but also changed the have, and I've heard others voice
ing superiumbo aircraft, the in- sure the single loss of an A3XX," way they insured their aviation the same thing, lS dealing with the

Continued frc m page 2 surance industry will face _ssues Mr Barth said risks magnitude of 500 to 600 people in
The estimated selling price for of its own when these aircraft He noted that a recently settled With the arrival of the 747, avi- the airport terminals" for a single

an Airbus A 3XX would be ap- take to the skies aviation liability claim saw insur- ation liability programs moved flight, the aviation insurance un-
proximately $200 million, com- "From an insurance standpcint, ers paying out $230 million, "and from a "horizontal" approach, ln derwnter said
pared with appro> imately $170 the issue of that many people in a :hat was on 100 people that were which a single carrier insured an "The question that was raised in
million for a Boeing 747-400 single aircraft in the event of an ost " With the superjumbos, initial layer of risk with addition- speaking with othet associates in

Boeing also has raised the possi- unfortunate mishap would. ver- 'you're talking multiples of that," al insurers covering layers abor€ :he business and (National Tians-
bility of developing a laiger air- tainly pose a significant concern," Mr Barth said it, to the current "vertical" pro- portation Safety Board) members
craft with greater capacity-es- said aviation lawyer Christopher At that rate, an insured liability gram structure, with a group of and former members, is that evac-
sentially a stretched version of its R Barth, of counsel at the Lord, loss in the neighborhood of $2 bil- insurers splitting losses from the uation is a very difficult process if
747-but has not decided whether Bissell & Brook law firm in 3-lea- lion from a single superiumbo dis- first dollar on a percentage basis you're talking about an accident
to build the s uperiumbo aircraft go aster is certainly conceivable "We're writing 747s now wish that is on the ground," the lnSUl-

While ainraft manufacturers "The question still remains "Right now, the policies are be- 400 people aboard, and the insur- ance company executive said "I
ing written in the $15 billion think the potential for getting
range for the large carriers," Mr people out of the airplane in an

Advanced Reproductive Barth said "People may argue An insured liability loss of accident situation will be just that
UgE 213£ . that that's enough coverage, but much more difficult than it iS al-

Care: a new option for certainly tnat needs to be exam- around $2 billion from a
ined " single superjumbo disaster Mary L Stewart, risk manager

5

ready "

employers who wish to But Bill Benan, president of avt- for the Metropolitan Washington

f XF 4 * t, 7-*7 0[rer inJertility care. ation industry broker AirSure Is conceivable, says Airports Authority in Alexandria,
Ltd in Golden, Colo, said he lawyer Christopher R. Barth. Va, said, "These things are 550
doesn't bel_eve the insurance passengers, and you don't know
challenges posed by the A3XX how much the full capacity's go-
would be msurmountable ing to be in them yet, so that

1 ... A largest network of-- "The overwhelming response is ance industry adjusted to that " would lead you to believe that if
that it Just takes a few more play- said one aviation Insurance exec- you haven t thought about in-l"*' +1' specialists in ers to participate in an airline's utive "Now it'S just a matter if creasing your limits of liability,

-.. placement," Mr Behan said pricing the exposure " then you should "
reproductive medicine. For example, he said, if the lead "A lot will depend on where the Ms Stewart said a recent study

ti

company on an airline's aviation marketplace is at the time," the conducted by the Washington au-

f.ai For couples needing i liability program is currently tak- aviation executive said "Rigit thority showed that airports m
infertility treatment , ing 20% on $1 billion m limits, the now we're in a very competitue the Northeastern United States

addition of super'lumbos to the marketplace " currently carry the highest habili-
- we are pleased to fleet "just means that tha: compa- Whether aviation underwriters ty limits among U S airports

ny might be reluctant to take 20% will be able to raise rates to ad- The authority's London under-announce The ARC
but will take 15% " dress the increased level of risk writers explained that the trend

Family Building "It's a question of capacity in wnen the first super]umbos take toward higher limits in the region

1
, the marketplace," Mr Behan said off around 2010 remains to be was based on the weather condi-

PrograrnTM "There's certainly ample capacity, seen, according to Mr Barth tions those airports face, their
as evidenced by the number of "It's going to be tough for the proximity to water and the liti-

-, *ht' ' aviation underwriters losing mon- insurers because, right now, the gious atmosphere in the United

6 The ARC program , ey the past few years " market remains soft," he said States
"Obviously, increased seating "It's not easy to go out there and Many of those same airports

includes standardized capacity may require the airline start raising premium, because would no doubt be among those
For further information that acquires these aircraft to the risks have increased without served by the superiumbos

clinical service
please call us at (650) seek additional support in the an anticipation of some lost busi- "When you look at these super-

packages, multi-year marketplace," Mr Behan said ness " Jumbo jets, I think that these peo-
688-7477, or visit our But, he suggested, the iump in The additional exposures creat- ple that are operating these air-

financing and an capacity and liability would not ed by flying superjumbos is ' an ports in the Northeast United
web site at be as great as what airlines and issue that needs to be clearly ex- States would be the ones who

optional refund plan. insurers faced when Boeing's 747s amined by the insurers and tteir would have to look at increasingwww. arcferuility.com
Plans can be offered at were introduced to airline fleets reinsurers" to ensure that rates their limits," Ms Stewart said

in the 1970s are adequate for the increased The added passenger loads
no cost to the The iump in exposure from the risk, Mr Barth said posed by the super'lumbos will in-

Broker and Employer smaller Boeing 707s and 7275 to The increased risks posed by su- crease exposures for airports be-
employer. the 747 "was dramatic," Mr Be- periumbos aren't limited to the fore the passengers ever board the

inquiries welcome. han said "Now they know they airlines flying them The double- aircraft More passengers means a
can do it " decker planes' size and their pas- greater risk of slips and falls, for

In fact, :he move to jumbo Jets senger loads also will pose addi- example
such as the 747 not only prompted tional exposures for airports The issue iS particularly trou

blesome at airports that rely on

,
, ton's Dulles International Airport,

f 'I ''ll i

mobile lounges, such as Washing-

or those employing trains or buses
i

to get passengers to gate areas
"The potential is there, and the

potential can increase when your
aisles aren't wide enough to ac-
commodate, or people start trying
to push and shove to get into a

1, IT limited means of transportation,"'. 1 -* ;\ - Ms Stewart said "You have to

start taking all these things into

t

Taking the shortest distance between consideration "

two points is a basic concept, but getting "The more that you get people
anxiously waiting for something

. t there may be complicated. The same
or waiting for the next plane to

1

t

holds true for managing risk. take them to their destination, all
* of that increases your potential 11-k As your strategic partner, NiiS/APEX ability," the risk manager said

f '1 11 unites the necessary resources in actuarial,1 "The drunk passenger who's been
claims, underwriting, and audit services

1.r

able to drink because he's been

that offer a comprehensive, efficient, and waiting for three hours, all of that
starts to snowball "custom solution.

While both airlines and airports
will have to examine the in-

e . Trf , 11.1 We simply make it seem that way. pose and move to address them,
LA

It isn't simple. creased risks superiumbos will

the sense is that both will do so

jitk i null
and that the insurance Industry
will respond with adequate ca-I,, fi
pacity to cover the increased ex-4 .1'.1* . 29 40 46 NiisAPEX posures

41 SALEM. MA • "There's a lot of issues here that
-- PRINCETON, NJ * LONDON, UK

will have to be dealt with," the1 800 870 2423
WWW NliS-APEX COM aviation insurance executive said

"As far as their being able to buy
insurance for it from a liability
standpoint, I'm confident they'll
be able to do that "
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GLOBAL BRIEFS Surplus, solvency margin up
American International Group Inc. Runoff reinsurer for Lloyd's concentrated on settling pollution claimshas named Ian D Cormack to the new

position of chief executive officer of its By SARAH VEYSEY strengthened sub- settling asbestos, pollution and health-or
European operations Mr Cormack, stantially as a result APH-claims The reinsurer has been par-
who will be based in London, was pre- LONDON-The last fiscal year was a good of the reduction in ticularly active in the area of pollution
viously with Citibank in London, where one for Equitas Ltd, according to Chief Ex- net claims outstand- claims, he said, noting that "we are looking
he was global industry head for the in- ecutive Officer Michael Crall, though ltS
vestment industry In his new role at shifting clalms composition is creating some said can

AIG, Mr Cormack will oversee msur- uncertainty about its future Equitas has made When we were formed, I think many peo-
ance, financial services and asset man- For the 12 months ending March 31, accu- good progress m ple thought Equitas would take the pohcy of
agement Terry Paradine has been mulated surplus at Equitas, the runoff rein- terms of its evolution, stalling, which is what a lot of runoff com-
appointed CEO of Marsh Inc 's U.K. op- surer for Lloyd's of London's pre-1993 long- Mr Crall said "The panies have tended to do We have turned
erations Mr Paradme, currently chair- tail liabilities, rose 16% to £784 million

ing," Mr Stevenson to settle those as quickly as we possibly

organization has that pollcy on its head," Mr Crall said
man of Marsh's Asia-Pacific operations, ($1 3 bilhon), from a year earlier Net claims conne together faster In the past year, Equitas has closed 128-
will join the brokerage's European outstanding fell by 13 1% to £7 0 billion

Mr. Crall
or just over 25%-f the 509 open direct pol-

board and European executive commlt- ($11 3 billion), compared with last year The lution claims pending on April 1, 1999, he
tee Robert Solomon, chairman of company's solvency margin-its accumulat- EQUITAS

said "Furthermore, we settled 40% of pol-
Marsh's International Specialty Opera- ed surplus expressed as a percentage of its lution claims with reserves in excess of £10
tions, wlll assume responsibihty for the net claims outstanding-increased to 11 2% million ($16 million) at April 1, 1999," he
Asia-Pacific division Bob Scott, from 9 6% and better than could have been expected," said Taking into account new claims, the
CEO of London-based multilme msurer "These results reflect further good he said "The difference between this and number of open pollution claims decreased
CGNU PLC, has been appointed progress at Equitas Excluding extraordi- other years is that we have been doing more by more than 20%, to 404, during the past
chairman of the Assn of British Insur- nary credits, the contribution to surplus operational work, executing the business year
ers, aUK trade association Mr Scott from our core activities was comparable to plan We are beginning to approach the Mr Crall said that progress also was being
succeeds Sandy Leitch, CEO of Zurich that achieved in previous years," said Equi- world-class status we aspire to " made m the area of what Equitas terms
Financial Services Group Inc Jerome tas Chairman Hugh Stevenson Mr Crall said that, over the past year, Eq- "balance-of-account claims," which en-
Faure has been promoted to president "Furthermore, our solvency margin uitas has begun to be more assertive about See Equitas on page 35
and CEO of SCOR U.S. Group Mr Fau-
re has been executive vp of SCOR U S
since 1997 He succeeds Jerome Karter,
who will become vice chairman of the

SCOR U S board of directors Elec-

Australian Risk execs urged
tronic signatures are now admissible in
U K courts of law Under Section 7 of

the U K Electronic Communications blasts plan
Act 2000, which took effect on July 25,

to raise IT role
e-signatures are now as admissible as
handwritten signatures The U K De-
partment of Trade and Industry said to draft new By CAROLYN ALDRED risks, he said
that the new law should Increase confi- IT security "is a very specialist area I
dence among businesses conducting e- LONDON-Despite the fact that many don't think it's something that tradition-
commerce-related business The in- U K companies now maintain specialty al risk managers should attempt to be
surance Industry could save $20 bilhon standard information technology departments or involved in What risk managers should
if it developed online insurance ex- employ IT consultants, corpo- be interested in is making
changes, according to a new report by rate risk managers must be in- - sure the company has a good
London-based KPMG Consulting On- By KATE TILLEY volved in the management of /ll IT manager and good exter-
hne exchanges could be used to process these risks, many executives /i nal advice and to be con-
about $170 bilhon of claims, which BRISBANE, Australia-European risk contend stantly monitoring security,"
would result in reduced transaction managers are "reinventing the wheel" by A risk manager's role is to jilll said Mark Butterworth,
costs, the study said London-based exploring how to develop a new generic coordinate the specialists and lilllllllll group insurance risk manag-
CGNU P.L.C. 15 exiting the German standard for risk management, according to "

consider the big picture" in 1 er for Prudential Corp PLC
commercial msurance market CGNU Kevin Knight, the president of the Aus- managing risk, said Stuart 1.......... in London and former chair-

plans to sell General Accident Ver- tralian Institute of Risk Management Martin, chairman of the Assn man of AIRMIC

sicherungs A G to Cologne-based Ger- Instead, he said, the Australian and New of Insurance & Risk Managers' 138./....1 .

There is a need for very
ling-Konzern Lebensversicherungs A G Zealand standard, AS/NZS 4360, ought to e-commerce special-interest experienced IT players to be
CGNU said lt hoped to complete the be used globally as a basis from which oth- group I trained in risk concepts," Mr
sale, whose terms were not announced, er, industry-specific risk management stan- It is important for risk man- Butterworth said

by the end of the year Stress results dards can be agers to bring together all departments But others in the IT security sector ar-
in 360 milhon lost work days each year I developed involved, including IT specialists, fi- gue that the understanding of risk iS
m the Umted Kingdom, accordmg to a "The ten- nance, legal and human resources, and fundamental, more important than IT
study by the U K Health and Safety  1\5 Ill 1-' l L of  dency of so help them identify and manage the areas skills for someone with responsibility for
Executive, a government-funded body R·I·S·K many in Eu- of risk, said Mr Martin IT security
responsible for workplace health and 41.\42 \GLMENT  rope and Standard risk management techniques "The best people to deal with com-
safety The "Mental Health and Stress - North Amen- can be applied to IT and e-commerce See Security on next page
in the Workplace" report said that ca to want to

stress-related absence costs U K 1ndus- reinvent the process, as if AS/NZS 4360 did
try about £8 billion ($12 14 billion) per not exist, is an incredible waste of resources

year Mulheim, Germany-based Aon and borders on stupidity," said Mr Kmght, IT abuses rampant
Jauch & Huebener Holdings A G is to a past chairman and current board member
lom forces with Frankfurt-based onhne of the International Federation of Risk & Study reports widespread losses from cybercrime
broker InsuranceCity AG to offer on- Insurance Management Organizations, and
line affinity group insurance services risk management coordinator for the A recent survey on cybercrone conduct- 10% had intercepted e-mails with some
The lomt venture wlll mainly target the Queensland Education Department ed by information security company Inte- form of criminal content, 6% had experi-
staff of maior corporations Customers According to the newly released report of grahs highlights the risks Bntish compa- enced financial fraud, and 15% had ser-
wlll be able to take out pohcies elec- the European Commission's Joint Research nies face as the use of technology and the vice demed through cyberenme
tronically via the Internet or an in- Center's four-day international workshop, Internet increase Information security policies on inter-
tranet The new venture, which w11 be held in Italy May 22-25, "No generic stan- Theale, England-based Integralis, a nal breaches had been adopted by 73% of
called Aon InsuranceCity GmbH, will dard across different industries exists " subsidiary of the German-Anglo Articon- companies who responded, but 10% of
be headquartered in Frankfurt and Mll But Mr Knight said AS/NZS 4360 has Integrahs Group Ltd , surveyed the direc- the responding directors said their com-
begin writing business in the fall The been available since November 1995 and is tors of 1,000 leadmg U K compames panies had no information security poli-
Umted States and Japan struck a com- widely used in both the public and private According to Integralis, of the 150 com- cies at all Thirty percent of respondents
prehensive trade agreement last week sectors in Australia and New Zealand The pany directors who responded to the sur- did not know that company directors can
that should lead to increased foreign National Health Service in Great Britain vey, 72% stated that their individual be prosecuted for cybercrimes committed
participation in Japan's insurance mar- also has adopted it as the basis for corpo- companies had lost thousands of pounds by their own employees on their company
ket Among the agreements were rate and clinical governance programs as a consequence of "cybercrime" in the networks
Japan's commitment to accelerate the Mr Knight, a member of the Standards past three years For 16%,the company Among respondents, 55% identified cy-
processing of hcenses, product and rate Australia and New Zealand technical com- losses had run into tens of thousands of bercrime as being a significant threat to
apphcations and notifications, in- mittee responsible for developing AS/NZS pounds, for 6%, hundreds of thousands, their company Meanwhile, 32% of the
creased wntten guidance and trans- 4360, said the consultative process through and 1 % estimated that it had cost them company directors reported having at
parency on insurance regulation and re- which the standard was developed was milhons of pounds least one disgruntled employee pass con-
quirements for foreign insurers, addi- "time-consuming and occasionally frustrat- In total, 56% of those who responded fidential company information to a third
tional staff resources at Japan's Fman- Ing" said their companies had lost money party, 50% reported one or more employ-
cial Services Agency to speed up the However, it meant the final document through Internet abuse, 79% had been the ees accidentally distribute confidential
various approval processes required of was "clearly the product of the discipline victims of vii-us contamination, 15% had Information, and 62% said they had had
foreign Insurers, and measures to ad- covered by the standard and its adoption is experienced the theft of company infor- at least one employee distribute offensive
vance commercial hnes deregulation viewed as best practice and voluntarily ac- mahon using information technology, e-mall, such as pornography
Inltiatlves cepted " 10% had had data or networks sabotaged, -By Carotyn Aldred

See Standard on next page
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Security
Continued from previous page
puter risk are not the technos, who
are not used to dealing with risk, but
someone who is used to using the
concept of risk. The risk often is not
the technology but the people using
it or with access to it," said a senior
computer security auditor who did
not wish to be named.

"When I come to audit a company
on its computer security, I want zo
be introduced to a member of the
board who has overall responsibility
for security-an accountant, finan-
cial director, risk manager or head
of security. IT security has to be part
of the whole of a company's risk
management, not just left to the IT
department," he said.

"The world is changing. If a build-
ing burns down, it is unlikely to be
the same disaster as when a compa-
ny loses its database," the security
auditor said.

A company's risk management
approach should include attention
to its IT-related exposures, agreed
Charles Johnson, a London-based
director in PricewaterhouseCoopers'
operational risk services practice.

Many businesses today depend
greatly on data and computer tech-
nology, and managing the risk of
computer failure or loss of data and
ensuring business continuity is cru-
cial to a company's future, Mr.
Johnson said.

Furthermore, many of the actions
companies need to take to minimize
the loss of business due to IT failure,
system disruption or misuse involve
basic risk management principles,
he said. IT risk management proce-
dures that mirror basic risk man-

agement practices include the
preparation of business continuity
plans, the specification of prcce-

dures for outsourced functions, the
maintenance of secure work envi-
ronments with restricted access, the
maintenance of audit trails to allow

for the investigation of incidents
and the regular storage of backup
records in locations that are safe
from natural disasters.

"We treated setting up the site the
same way we would have looked at
the risks of setting up a new compa-
ny-applying the same processes,
due diligence and standard risk
management techniques," he said.

Anolher risk manager acutely
aware of the IT risks a companv can

'The world is changing. If a building
burns down, it is unlikely to be the same
disaster as when a company loses its
database,' a security auditor says.

Just as good risk manager makes
sure that a company has access to
whatever resources will speed its re-
covery from disasters, so must a risk
manager at a company that is total-
ly reliant on its computer systems,
such as an Internet-based company,
maintain the resources that would
provide recovery from an electronic
breakdown in a few minutes, Mr.
Johnson said. This could include
having a primary computer system
in one location and a duplicate
backup system in another, he said.

As corporate risk manager of
Farnborough-based aviation elec-
tronics company BAE Systems, Mr.
Martin has been working closely
with IT specialists examining Inter-
net and e-commerce risks.

The company is setting up an in-
dustry Web portal and working with
other companies to establish an In-
ternet trading site.

BAE's risk department "pulled in
the finance and IT departments to
look at risk and realized no one had
considered the big picture" when it
came to risk management, Mr. Mar-
tin said.

-
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face is Danica Boag. Ms. Boag is in-
surance manager for the London-
based publishing company Reed El-
sevier P.L.C.

Most of Reed's publications now
are published online, which makes
IT failure or abuse a damaging risk.
"Also. the loss or theft of any of our
customer lists would be disastrous,"
Ms. B,ag said.

Generally, the management of the
risk is left to the IT directors and the
business units themselves, Ms. Boag
said, pointing out that the business
units follow best-practice guide-
lines. And the company s auditors
also ensure that the risk is managed.
But Ms. Boag ensures that the risk is
protected as much as possible.

Currently, she is negotiating with
insurers about Reed Elsevier's IT
coverage.

Although a handful of insurers
cuirently offer cyber-specific prod-
ucts, Ms. Boag said she would prefer
to avoid buying separate policies.

"We are negotiating with our in-
surers to extend the definition of
'property' to cover intangible prod-
ucts, ' she said. Ms. Boag pointed out

that, because her publishing compa-
ny is simply transferring its product
tc the Internet, it is already familiar
with many of the applicable risks,
such as copyright risk, and has the
policies and procedures in place to
deal with them.

For Internet and IT risks, the "in-
snrance market is well behind the
requirements of industry," said
AIRMIC's Mr. Martin.

"There is very limited cover, and it
is very expensive. The insurance
market generally doesn't under-
s:and the risks and the underwriting
processes involved. At the moment,
insurers are just trying to plug the
gaps in standard policies," he said.

"The insurance industry has a
long way to go, but it doesn't have a
ohoice. The exposures and demand
i s there; it is going to have to come
Lp with something. Some insurers
:re becoming more aware of the is-
sue," Mr. Martin said.

For many companies, information
and knowledge are their greatest as-
sets, and IT security often is crucial
to retaining such assets, said Bill
Waite, managing director of the

Standard
Continued from previous page

Mr. Knight said the committee
ntended the standard to be
generic and independent of any
specific industry or economic see-
tor. Since then, industry-specific
guidelines have been developed in
Australia, as well as guidelines on
the application of the risk man-
agement process to areas such as
outsourcing, environment and
business continuity management.

Mr. Knight said the European
Commission's workshop debated
issues that were resolved in Aus-

SBPA Systems
has been providing quality software
application solutions for TPAs,
HMOs, HCOs, self administered
corporations and insurance compa
nies. Call us today for more infor
mation on how our solutions can
improve your benefit administra
tion office.

for GBAS Conil*Ymma

Automated Claims Administration
BENEFIT Claim & Encounter Processing
ADMINZISTRATION Eligibility& Member Services

Agent/Comm:•,sion Tracking
Provider & Network ManagementCall 1-800-444-1189
Customer Service/Call Tracking

web site www. sbpa. com Internet Eligibility/Claims
EDI/Electronic Commerce Module

ClAINIS PROCESSING SOMARE SINCE 1979
EDI, PPO, HMO, RE#NSURANCE, LTD, STD, FLEX, DENTAL, ACHOC REPORTING, MEDICAL,

24 HOUR COVERAGE, DATA CONVERSIONS, VISON, MANAGED CARE, PRE-CERT, AWP, CLAIMS,
EDmNG, AUTO ADJUDICATION, ADA BIU REVIEW, UFE, COBRA, PREMIUM BILLING, CAPITATION,

PCP, PRESCRIPTION DRUGS, EFT, UNBUNDLING„,

831 NORM HERCULES AVE., ClEARWATER, HORIDA 33765
(727)442·9296 FAX: (727) 443·4936

Toll free (877) 807·4730 • www.witsoftwore.com

London-based Risk Advisory
Group.

Unfortunately, "very few compa-
nies have proper information securi-
ty policies in place, and staff often
are reluctant to comply with such
policies, such as changing pass-
words," Mr. Waite said.

Risk Advisory Group, which was
founded in 1997, typically is called
in to work with an organization af-
ter an incident of information theft,
fraud or unintentional loss has oc-
curred.

In 80% of cases, the incident was
caused by an employee, Mr. Waite
said. Industrial espionage involving
the theft of sensitive business infor-
mation is on the increase; such thefts
are made easier by IT, he said.

"There is a huge degree of naivete
about the value of information, and
(there is) too high a degree of trust,"
Mr. Waite said.

Companies need to be made aware
of the value of knowledge; to deter-
mine which employees need to know
what, and on what basis; and to put
strict controls around the flow of in-
formation, he said. Ell

tralia and New Zealand in 1992.

He blamed "regional jealousies"
and a reluctance among some Eu-
ropean and North American risk
management practitioners to ac-
cept that "the antipodes have
done it first."

Mr. Knight said British risk
managers also are planning to de-
velop another generic risk man-
agement standard. The Assn. of
Insurance and Risk Managers, the
Assn. of Local Authority Risk
Managers and the Institute of
Risk Management have jointly
commissioned a team to create a
new standard for the United
Kingdom (BI, May 8). Em
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a common goal . that's the definition
of a team.

But the secret to winning is choosing the
right partners. That's why insurers choose
strong reinsurance companies to stand
behind them . and why savvy executives
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reinsurance executives, risk managers,
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know that reading 8/ each week is the secret
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And when these top players want to get a
firm grip on the reinsurance market, they'll
reach for B/'s reinsurance spotlight reports
for the most focused coverage of this field.

Want to be part of a dream team? Make
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1 • Risk Management Growth OPPORTUNITIES with a Vice President of Underwriting IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
9*Am Profejsionals . Insurance Brokerage progressive insurance agency, comoetative Houston Casualty Company, a specialty

hisure Thetr Careers" • RMIS Technology salary, good benefits, congenial office COUNTY DEPARTMENT, CHANCERY DIVISION
insurance company, 15 seeking a Vice

• Safety & Loss Control
atmosphere 5 positions available President of Underwriting Candidate

• Claims Management 1) Comm'I Acct Mgr to service must have a mirimum of 10 years IN THE MATTER OF THE UQUIDATION )

Executive • Risk Management Consulting large accts of senior-level Insurance company OF RCA SYNDICATE 31 LTD ) NO (10 CH 07217

2) Comm'I Acct Mgr to service experience Please send your resumes
15 James Street. Main Level, sm/med accts to Employ@hach com or fax to

NOTICE OF CLAIM FILING DEADLINE AND PROCEDURESRecruiters Florham Park, NI 07932 3) Pers. Lines Acct Mgr to service accts 713-744-9688 Houston Casualty Company
Call 973-765-9000 in Greenwich office is a subsidiary of HCC Insurance Holdings,

Fax 973-765-9009 4) Clms Mgr to service all clms Inc (NYSE symbol HCC) HCC offers a PLEASE TAKE NOT CE, that on June 5,2000, the Circuit Court of Cook County,

Nationwide Also Ask About Our 5) Receptionist in Greenwich office competitive compensation/benefit pack Illinots, entered an Crder of Lmida 101 With a Finding ol lnsolvency agamst RCA Syndicate #1 Ltd
Temporary Opportunities Experience required Send resume and age ("RCA Syndicatel Nalhanlel E Shmo Director 01 Insurance ollie Stateot Illinois, isthestatutory

Fmil
salary requirement to Anthony Raucci,

RICHARD MEYERS and court amrmed L quidator o RCA Syndicate ('Liquidator")
Professional Risk Managers, Inc , 2500

www.nnamc. com St ASSOCIATES. INC. Westchester Ave, Purchase, NY 10577 Reinsurance Underwriter TAKE FURTHER NOTICE, that on June 16,2000 the Cimuit Court of Cook County,
Ph (914)253-8400, Fax (914)253-8650

The NLC Mutual Insurance Company, a 111,nots, entered an Order Fixing Rights and babllities and Providing for the Filing of Claims and the
captive mutual insurance company Setting ol Clatm Filing Deadlnes («Fixing Order") Pursuant tothe Fixing Order, allrights and

Southeast offering state municipal league pools liabilittes ol RCASyndicate an j its policyholders, creditors and slockholders, and all other pemons
Opportunities SENIOR RIS,YAT. ANALYST reinsurance coverage. is seeking an interested m its prooefty orassets, am fixed as ol June 5,2000, unless other'wise provided in prior

HCCS - Houston, TX experienced underwriter to be responsible
of subsequent ordeis of the Ccurt

Mee Foods Corp, manufacturer of Little Debbie Snack Cakes, has an opening for an AVP - Compliance Officer, reporting for underwriting workers' compensation,

expenencedprofessionaltofilltheposmonofSentorRiskManagementAnalyst to VP Compliance property and liability reinsurence including TAKE FURTHER NOTICE, thal all persons, companies or entmes who have, of may
excess :nd quota shares of retention

The seleaed andidate will establish & maintain wntten prxedures foralladministratorsto Degree required At least 4 years layers Requires minimum 5 years relevant have claims, against RCA Syndicale,,15 property or assets, or against an RCA Syndicate Insured or
adheretowhen adlusting MFC daims,analyzeand trend loss datato identify potential problem insurance expenence -property & casualty experience In hability reinsurance policyholder, shall have the n, ht to present and kle with the Liquidator proper pmots of claim on or
areas, partner wibther intemal customers & nsk management related groups to review insurance, group accident & health expenence with alternate market or before June 5,2001 al 430 p.'n (CDT)processesand provideinputandwell-defined analys,s insurance and life insurance law needed municipal business preferred We offer
Qualifications indude a bachelor's degree In bugness, min 3 yrs exp. m Risk Finanang Must have proven management & excellent benefits Send resume, letter of TAKE FURTHER NOTICE, thal any insured under an insurance policy issued by RCA
(Finanong orP/C daims),excellentanalyt,(al abilittes, excellent wnttm & oral communication leadership skills Need at least 2 years Interest and salary requirements to Syndicate shall haie the figh to present and lile with the Liquidator a proper pfoof of claim selling
skills,strong PC skills Ind strong Excel profioencb & a high degreeofinitiative. current compliance experience & working lorth a cont,ngent dam on olbefore June 5, 2001 at 430pm (C DT) No contingent claim shall

knowledge of regulatory bodies & state Human Resources

Preferred qualifications Indude knowledge of tradmonal & alternative mk finanang government actions relating to insurance National League of Cities be allowed for purposes of paticipatIng in any distribution of estate assets thal may be made at the
techniques, knowledge of the (asualty daims proess, firm understanding of exposure 1301 Pennsylvania Avenue, NW fourth pnonty leve [215 ILCS 5/205(1)(d)] unless such elam has been liquidated and the Insured
identiffcation, evaluation, and analysts, general undemanding of liability issues as well as (commercial and group) Rate and form

Washington, DC 20004
vanous state workers' compensation laws, advanced degree or certifition, & knowledge of filings, agency licensing, statistical claimant has presented and I Jed evidence of payment of such claim to the Liquidator on or before
relationaldatabases reporting, and certificates of aut,ority for June 5,2002 at 430 pm (C DT) Any Contingent claim for which a proper pfOOf of claim is filed

insurance companies, and agency
on of belore June 5,2001 at4 30 pm (CD T) but which is not liquidated on or belore June 5,Salarywillbecommensuratewithexpenenceandqual,ficattons subsidiaries is extremely helpful

ImM Qualifiedcandidatesshouldsendarelumeto: Iglele Will need the ability to effectively 2002 at 4 30 9 m (C D T ), nay be estimated pursuant to 215 ILCS 5/209(4)(b) fo[ purposes of

D*t2-w Iici(ee Foods Corporation •Attn: Rea. 148896--4 communicate and to interact with all Business participating In any distnbutic n of estate assets that may be made at the hith prionly level [215 ILCS
EOE PO Box 750 • Collegedale, TN 37515 MIENID levels of management and with state 5/205(1)(e)] unless otherwisE directed by the Coutt

insurance regulatory departments Will
TAKE FURTHER AOTICE, that the form and required content 01 all prools ol claimestablish and monitor company wide

compliance procedures, participate
in 1,|surance .

are descnbed in 215 ILCS 5,209 Proofs 01 claim, along withsupportingdocuments, if any, areto
'- compliance audits, respond to state .

.. be filed with, and may be ollairec from, the Liquidator ol RCA Syndicate, c/o the OffIce of the
insurance department inquiries // Special Deputy Receiver, located 21 222 Merchandise Mart Plaza, Suite 1450, Chicago, IllinoisHealthcare Practice Executive Candidate meeting the above criteria
should fax or email their resume to

# ass'heds e 60654 A proof of claim shal be deemed Wed"with the Liquidato[ upon the Liquidator's receipt

Emp/oy@hcch com, Fax 713-744-9688,
thereof The Liquidator resenes the tight to requlte such additional inlormation with respect to any
claim filed with him as he may deem necessary The Liquidator further reserves any and allAre you known m the property and casualty brokerage world Reference Compliance Officer

as an unimpeachable expert in designing and managing full •Announcements 7 defenses available to RCA Syndicata dattng to all hled claims All pmols of claim must be duly
sworn to before afl olliceratihor,zed to take oaths

risk management programs for large national healthcare •Business Opportunities THE LAST DATE FOR FILING OF PROOFS OF CLAIM WITH THE LIOUIDATOR IS

groups' Are you comfortable knowing that your client Account Executive/ SET FORTH ABOVE NO PERSONS, COMPANIES OR ENTITIES HAVING OR CLAIMING TO HAVE

presentations cannot be derailed by a "knowledge gap"9 Program Manager •Help Wanted ANY CLAIMS AGAINST RIA SYADICATE, ITS PROPERTY OR ASSETS, OR AGAINST AN RCA
SYNDICATE POLICYHOLD 71, SHALL PARTICIPATE IN ANY DISTRIBUTION OF THE ASSETS OF

Healthcare Liability •lmernet DirectoryWe are a national brokerage seelang to identify an individual THE COMPANY UNLESS SJCI- ClAIMS ARE PROPERLY FILED WITH THE LIQUIDATOR ON OR

to lead our expanding business team in the healthcare Arthur J Gallagher & Co, the wotld's fourth O Legal Notices BEFORE JUNE 5, 2001 AT 430PM (CDT)

industry The individual we seek must have personal presence largest insurance and risk management firm, Cathleen Travis
has an opening for an expenenced Account •Position Wanted

that transcends technical expertise, and credentials that no Executive/Program Manager to o,ersee the Special Deputy Receiver

large hospital group could contest We want the best of the medical malpractice service operation of our •Request For Proposals
Healthcam First division Based m Kansas

best m this specialized insurance brokerage practice. City, this 'hands-on,' high-visibilly position Whatever vour needs in the S I
requires the ability to wock well with clients,If you believe you match the above description, are you also markets, and several key producers along Co porate Risk, Employee 5 

known for your withactivesupe[vision ofan undermitingand Benefit or .Wanaged Health S • a candillate 16 fill tile job?
servicestall 015-10 professionals Significant Care arenas, advertising in «

*• Breadth and depth of knowledge of commercial P&C, expenencem medical malpractice Insurance, Bl can help you fulfill them :
and med mal? or a closely related healthcare m insufance *- When the mcst talented men and women in the

background, Is required Call Irois Amleshi at f insurance industry want to make their move,• Coaching and leadership skills to help others achieve This Is an outstanding opportunity, m a
312-649-5340 i they turn to...

their professional goals') last-growing national pfactice We ollef a
competitive salary, benefits package, and an

• Comfort and confidence during client presentation') Opportunity for professional growth To or E-Mail: P
schedule an immediate interview, Weasesend

Candidates should be willing to relocate within the U.S resume and salary requirements to iamleshi@crain.com Business
Shella Bfuursema

We expect there will be few people who fit the above Fax: 312-649-7937Arthur J Gallagher & Co Kansas City 5
insurance

®

description If you do, and you're ready for a career challenge, 2345 Gland Blvd, Suite 800
Kansas City, MO 64103 Business WWWobusinessinsurante.€om

please send your resume to Business Insurance, Box 3132,
740 N Rush Street, Chicago, Illinois 60611-2590

Fax 816-467-5517

EOE
Insuronce Call Irals Amleshi at 312-649-5340

® For advertising details
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www.businessinsurance.com
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Equitas ment-the increase in direct asbestos ber m Delaware whorefused to sign uptothe 1996 re- said that such a development was a
claims hhngs If we find no need for Mr Crall said that Equitas had ex- construction and renewal program long way off "There are no shares to
it, We Wlll release the reserves m fu- amined pohcy wordings in great de- and did not pay premiums mto Equi- purchase But it is not mconceivable

Continued from page 31 ture years, but we think this is the tall and was confident that any to- tas "We are not party to (the case) that, at some time in the future-for
compass most non-APH claims cautious and correct step to take m bacco company claims would not hit The outcome of the case unll not af- example, m 20 or 30 years time-
"However, balance-of-account view of what we have seen," the theremsurer badly feet Equitas," he said there w11 still be claims," he said
claims tend to be settled compara- spokesman said Mr Crall said that Equitas could Mr Crall did not rule out the posm- "But Equitas Twall be very small, so
tively quickly, with the mevitable re- Mr Crall was quick to refute re- never rule out the possibility of un- bility that Equitas might one day be there would be httle point in it re-
sult that APH claims make up an m- ports m the UK press that Equitas foIEseen claims arising acquired by another company, but he * maining free-standmg"
creasing share of our reserves each may be hit hard by tobacco claims 'Given the range of pollcies that
year," he said "APH claims represent arising from lawsuits m the Umted Lloyd's wrote, there lS always the
65% of net discounted habillties at States "We continue to track issues possibillty of something But, with derwnting losses and proposals for
March 31,2000, compared unth 40% which could lead to new claims, m- each year that passes, the possibihty Chairman restructuring the market
when we began operations As the cluding tobacco hability, though we of that happenmg decreases In the The change in the chairman's role
proportion of APH claims m our total continue to beheve that tobacco three and one-half years since we Cont,nued from page 1 wall mean greater prommence for
reserves Increases, Equitas is exposed claims wlll not create a significant 11- have been going, we nave seen no executive capacity Lloyd's chief executive officer, Nick
to potentially greater volatihty and ability for Equitas," he said "Fur- threat of new hazards " "My three years at Lloyd's have Prettelohn, a Lloyd's spokesman
uncertainty in its financial position thermore, we have not identified any According to Mr Stevenson, the been fascinating, as our market has said
golng forward " previously unknown health hazard group's auditors "properly point to responded to the many challenges "Lloyd's has much to thank Max

Equitas has strengthened its re- which we belleve could create a ma- the uncertainties which are funda- faced by the msurance Industry for over last three years," Mr Prette-
serves for future asbestos claims Last tenal hability" mental to the long-tail nature of the worldwide With the problems of the john said m a statement "His energy
year, the reinsurer added £711 rml- Mr Crall descnbed as "basically asbestos, pollution and health hazard recent past behind us and an impres- and enthusiasm for the role, his lead-
hon ($1 15 bilhon) to its claims re- speculative" an article in the U K claims" that represent two-thirds of sive set of initiatives under way, I ership in the Lloyd's-(International
serves This Increase was prompted press that suggested that the outcome Equitas' outstanding habillties "We feel I leave the market in great shape Underwnting Assn ) forum, and his
by a noticeable increase m the num- of a lawsuit filed by Liggett Group have httle or no control over many for the future," Mr Taylor said m a tireless promotion of the Lloyd's
ber of underlymg asbestos claims, Inc might encourage tobacco compa- important external factors, such as statement brand around the world have helped
said an Equitas spokesman The nies to lodge claims with their insur- legal developments, judicial decisions Pnorto 1992, the position of chair- to position our market at center
spokesman said it was too early to tell ers Accordmg to that article, the out- and social trends-especially in the man at Lloyd's was a part-time one stage of the world's insurance indus-
whether the Increase m asbestos come of the case, which is bemg United States-all of which could It became a full-time Job in 1992, try "
claims marks the beginning of a brought by Durham, N C -based to- threaten our stability," he said with the appointment of Sir David "I shall be sad to see him leave at

trend, but said that the move to m- bacco manufacturer Liggett agamst The outcome of the Ja#ray us Rowland, due to the exceptional cir- the end of this year, but I fully un-
crease asbestos reserves was a pre- 30 insurers, could prompt other to- Lloyd's fraud case unll have no im- cumstances the market faced at that derstand his decision to move on to
cautlonary measure "We are taking a bacco compames to follow suit, the pact on Equitas, said Mr Crall The time, according to Lloyd's In 1992, fresh challenges," Mr Prettelohn
cautious approach to this develop- trlalis scheduled to begin in Novem- case Involves more than 200 names Lloyd's was grappling with huge un- said

Concorde Underwnters and brokers have the hkehhood that claims won't be corde was Insured for $30 million, setting per-passenger hability hmits,
been reluctant to estimate the possi- heard m US courts should mitigate and the airline has an unknown the European Council regulation
ble hability payments resulting from the level of hability payments quantity of habillty insurance Ma- also will require Air France to give

Continued froyn page 1 the crash, due both to the sensitivity Mr Kremdler explained that, un- lor airlines typically carry up to $15 claimants an advance payment of at
British Airways, which operates of the subject and to uncertainty der Clause 28 of the Warsaw Con- bilhon in hablhty hmits least 140,000 francs ($20,118) per

seven Concordes, canceled two Con- about how the wealth of the flight's vention, an international pact that According to a spokesman for the passenger to meet their immediate
corde fhghts last Tuesday, following passengers could affect payouts Paris-based Federation Francaise needs This advance will not affect

the Air France crash, but it later re- One aviation market source, who des Societes d'Assurances, an insur- the claimants' rights to pursue later
sumed flights asked not to be identified, said that The likelihood that claims ance trade group, the Air France ac- compensation

Only days before the crash, both estimates that total claims could count is placed on a combined hull- Air France is also one of about 150
airlines had confirmed that micro- reach $350 milhon, which had been won't be heard in U.S. and-hability basis, so msurance and airline signatones to the Interna-

scopic cracks had been found m the reported in some press stories, were courts should miligale the reinsurance participants share m tional Air Transport Assn 's Inter-
wings of their Concorde fleets far too high He said hability claims both exposures camer Agreement The agreement
Bntish Airways, which found cracks would probably not exceed $150 level of liability payments, The combmed coverage for the removes the requirement that a
m all of its Concordes, grounded one milhon says Lee Kreindler. airhne was led m Pans by La Re- claimant prove neghgence against
of its planes, but both airlines said He said his assessment of habillty union Aerienne, which had 50% of an airline m order to seek compensa-
that the cracks in the other lets were is based on the fact that any court the program's primary layer La Re- tion above the passenger liability
not serious enough to warrant tak- cases brought by famihes of the vic- union Aerlenne is an aviation pool limits set in the Warsaw Convention
mg them out of sernce tlrns w111 probably be heard in Eu- also w111 govern payouts from this that includes Groupama-GAN, Mu- An IATA spokesman explained

At the time of the crash, the nor- rope, and not m the United States, crash, four cntena dictate the forum tuelle du Mans Assurance, Abeille that the Intercamer Agreement al-
mally all-first-class aircraft was on where awards tend to be larger Ad- where legal action can be pursued Assurances, a subsidiary of CGNU lows for compensation that is "rea-
a charter fhght, takmg customers of ditionally, he said, a European where the ticket was sold, where the PLC, and Assicurazioni Generall sonable and Just," which, he said, is
a German tour company to New Union agreement on compensation alrlme is based, the location of the SPA determined by such factors as the
York The Concorde fhght had been for air-travel accidents-the 1997 airhne's principal place of busmess, The FFSA spokesman said that earnings potential of a crash victim
chartered by a German tour group, European Council Regulation No and the final destmation on the tick- the remaining primary layer was and his or her standard of hving and
Peter Dellmann Shippmg Co, which 2027-imposes a hability limit of et If it is assumed that the Arr shared 30% by Assurances Generale place of residence
specializes in arranging luxury 100,000 euros ($94,260) per passen- France passengers had round-trip de France and its German parent, At a time when aviation rates al-
cruises ger tickets, in order to return to Europe, Allianz A G Holding, and 20% by ready are slowly firming, along with

Lee Kreindler, a speciallst in avia- none of these factors, he said, would France's largest Insurer, AXA Group a general hardenmg of global prop-
tion habillty matters and a senior enable any Concorde claimant to S A erty/casualty msurance markets,

ADVERTISE R partner m the New York law firm of take a case to aUS court Almost half-47%-of the pro- aviation underwriters see the Con-
Kreindler & Kremdler, agreed that The hull of the Air France Con- gram's reinsurance was placed m the corde loss more as a factor hkely to

INDEX London market, of which 15% was reinforce their resolve to raise rates
underwritten at Lloyd's of London, than as an occurrence that wall in it-

Issue of July 31 Swissair lawsuits a Lloyd s spokeswoman said The self, force rates to nse
reinsurance coverage was led in the David Whiter, senior class under-

ADVERTISER PAGE # London market by British Aviation writer-aviation at Brockbank Syn-
Amenca's Choice Healthplans 10 Insurance Group Ltd, and the entire dicate Management Ltd m London,
AON Corporation 13

Aon Corporataon 11 in London by HLF Insurance Hold- will affect sentiment in the market,
Burnham Systems 32 are being settled reinsurance program was brokered said that, while the Concorde loss

ings Ltd it is unlikely, in itself, to bnng about
Business Insurance 30,33 A spokesman for AGF said the higher rates A loss such as this will
Careme com 17 LONDON-Some of the large courts as a result of the crash off wealth of the passengers will be a affect the market m the aggregate
Carvill America Inc 24 hablhty claims brought on behalf the Canadian coast, all 229 pas- factor in the liability payments to and over time, he said
CIGNA 25

of victims of the September 1998 sengers and crew members on their famihes "I doubt that a single loss affects
Corporate Systems Corp 29

crash of Swissair flight 111 have board the Swissax flight were Graham Nichols, chief executive thmgs, but m a market that's rising,Cover X 24
been settled, and more are likely lalled officer of Westminster Aviation Ltd any serious accident can affect sen-

Crawford & Company 22
to be agreed to out of court Graham Nichols, chief execu- in London, which has a "small timent," Mr Whiter said He said

Judy Diamond Associates 32

Eckerd Health Services 16 Lee Kremdler, sen= partner tive officer of London-based share" of Air France's reinsurance that a general Increase in aviation
Facts Services Inc 32 and aviation hablhty lawyer in Westmmster Aviation Irmirance program, agreed Overall liability rates that is already underway "wlll
Fireman's Fund McGee 18/19 the New York law firm of Group Ltd, has also said he is payments will be influenced by the gather momentum, especially to-
First Health 20/21 Kremdler & Kreindler, said that aware that "a couple" of higher- fact that the Concorde is a "first ward the last quarter of the year "
Fred Hyde & Associates 28 15 to 20 cases have been settled so value Swissair claims have been class plus" aircraft, which tends to While adverse publicity and
Hewitt Associates 23 far Mr Kremdler, who lS the settled carry wealthier passengers, he said grounded fhghts are likely to have
Int'l Foundation Emp Ret 36 chairman of the plaintiffs' com- Mr Nichols said that he beheve He declined to estimate the potential some short-term impact on the rev-
iSalvex com 6 mittee for the Swissair claimants, that more claims vall be settled level of payments from the crash enues of the two airlines, analysts
Kemper Insurance Compames 5 said he is still attempting to re- out of court, because, unth the Although the plane had been believe that the effects will not be
Liberty Mutual 9 solve claims He said that he passage of tune, it grows less hke- chartered at the time of the crash, long lastmg
Metropolitan Life Ins Co 14/15 'would expect most of the cases ly that Investigators will deter- the airhne's hability is likely to be Guy Kekwick, airhne analyst with
North Shore Int'l Insurance Svc 28

:o be settled, if handled proper- mlne the cause of the flre that determrned by the conditions of cov- Goldman Sachs & Co in London
OASYS 4

ly " brought down the plane Claim- erage on the passengers' tickets, said said, "I can't see any medium- or
Pyramid Services Inc 12

Litigation of eight cases has be- ants have httle hkehhood of gain- Mr Nichols long-term impact on the earnings 01
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Pension
Continued from page 1
ate Majority Leader Trent Lott, R-
Miss., perhaps sensing the popularity
of the pension legislation, has said
that the bill might be bundled in a
broader budget measure.

That budget bill then could be load-
ed down with other provisions that
the Clinton administration opposes,
possibly leading to a veto. Assuming
the veto was not overridden, Republi-
cans would have new political ammu-
nition: telling voters that the adminis-
tration came out against a bill that
would have allowed employees to
save more for their retirement.

"In a supercharged political year,
any type of major legislation can be
difficult to pass. So, many things can
happen," Mr. Saveth noted.

• Time. When legislators return to
Washington in the fall, they will have
only about four weeks before

Congress adjourns to allow members
to hit the campaign trail. That might
not leave enough time for Congress to
complete action on the bill.

"The schedule is very crowded. The
bill will need a push," said Janice
Gregory, vp-pensions with the Wash-
ington-based ERISA Industry Com-
mittee.

• Leadership. While Reps. Rob
Portman, R-Ohio, and Ben Cardin, D-
Md., have been championing the pen-
sion legislation in the House for years,
the Senate lacks strong proponents of
pension reform.

Even though considerable obstacles
remain, benefit lobbyists say odds still
favor passage of the bill.

"I am very optimistic. This is a very
bipartisan issue and a popular issue.
Members can go home and say they
have done something for retirement
savings," said Angela Arnett, senior
counsel-federal relations at the Amer-
ican Council of Life Insurers in Wash-

ington.

"I think prospects are excellent in
the Senate. We had 401 members of

the House who believed that voting
for the bill would increase their re-

election prospects. We believe many
members of the Senate will come to

the same conclusion," said Mark
Ugoretz, president of the ERISA In-
dustry Committee. Mr. Ugoretz said
ERIC members are being asked to
write to their senators to urge their
support for the measure.

If the measure is passed, the pen-
sion reforms will be welcomed by
both employers and employees.

"This would be really terrific news.
In many ways, this would be a dream
come true for plan sponsors and par-
ticipants alike," said Fred Rumack,
director of taxes and legal services for
Buck Consultants Inc. in New York.

"There really is something for ev-
eryone," adds Rita Metras, director of
total compensation at Eastman Ko-
dak Co. in Rochester, N.Y.

Perhaps the most striking chang-

and one that would be a direct rever-

sal of legislation passed during the
19305-would be an increase in the
maximum benefits that could be pro-
vided through defined benefit and de-
fined contribution plans.

Those increases include:

• Gradually raising to $15,000
from $10,500 the maximum annial
salary deferral that could be made to
401(k) plans.

Employees 50 and older also could
contribute an extra $5,000 annually to
401(k) plan through a so-called catch-
up provision. Kodak's Ms. Metras not-
ed that this provision would be espe-
cially beneficial to women who left
the workforce to raise children and

only now have the opportunity to save
for retirement.

• Increasing to $200,000 from
$170,000 the amount of annual em-
p--oyee compensation employers can
consider in calculating pension bene-
fits-a change that could s*ificantly
increase benefits.
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• Raising to $160,000 torn

$135,000 the maximum annual bene-
fit that can be funded through a de-
fined benefit plan, while raising to
$40,000 from $30,000 the maximum
annual contribution that can be made

to defined contribution plans.
Through these increases, employ-

ers-particularly smaller business-
es-will have a greater incentive to
maintain or expand their pension
plans, Ms. Metras said.

But the legislation would do far
more than increase pension benefits.
It would eliminate or modify many of
what benefit experts say are senseless
rules that serve only to raise adminis-
trative costs and make offering pen-
sion plans more complicated.

Some of those administrative-relat

ed changes involve:
• Non-discrimination testing. One

significant change would ease non-
discrimination testing procedures for
401(k) plans that allow both pretax
and aftertax contributions. This

would be accomplished by allowing
employers to use the same basic test-
used to compare contributions of
highly compensated and rank-and-
file employees-on both pretax and
aftertax contributions.

By contrast, current law requires a
complex testing procedure for savings
plans that allow both pretax and af-
tertax contributions.

In addition, in testing other types of
defined benefit and defined contribu-

tion plans, plans would not be auto-
matically considered disezinlinatory if
they failed certain numerical tests.
Employers must run those tests to
prove that the plans do not cover too
great a percentage of highly paid em-
ployees and that benefit formulas do
not favor the higher-paid employees.

For plans that did not pass those
tests, the measure would allow em-
ployers to try to prove through "facts
and circumstances" that the plans
were non-discitminatory.

"This is an avenue employers do not
now have. An employer can make its
best case," said Buck's Mr. Rumack.

• Portability. Account balances in
401(k) plans could be transferred to
403(b) plans-and vice versa-when
employees move between the private
and non-profit sectors. The 403(b)
plans are the non-profit world's rough
equivalent of 401(k) plans.

"Why shouldn't employees be able
to transfer funds from one tax-fa-

vored vehicle to another? Employees
changing jobs should be able to con-
solidate their retirement savings,"
said Watson Wyatt's Mr. Brown.

• The same-desk rule. This rule in-

volves situations where an employer
may, for example, spin off a unit to
another company,

If an employee remains in essential-
ly the same job that he or she held pri-
or to the spinoff, the employee could
not close out the account balance in

his or her former employer's 401(k)
plan. That means the account is essen-
tially frozen, with an employee unable
to make new contributions to the ac-

count and an employer barred from
making matching contributions.

"Employees want to know why
they can't take the money with them,"
said Kodak's Ms. Metras.

While the Internal Revenue Service
did broaden situations in which the

same-desk rule would no longer ap-
ply, benefit managers say the relief is
too cumbersome. The House bill

would repeal the same-desk rule.
In other changes, the House bill

would allow employees to make after-
tax contributions to 401(k) plans, with
very favorable tax breaks.

As long as the money remained in
the plan for at least five years, em-
ployees age 591/. or older could with-
draw tax-free the contribution and

the investment earnings, a huge tax
break for younger employees who
contribute to the plan.

"This is an eye-popping benefit and
would be wildly popular," predicted
1Mr. Rumack. Ell



COMMENTARY

Folk songs with
a retro charm

Do you think it would be impossible to laugh at some new lyrics
of old familiar songs now dubbed "Reinsurance Folk Songs?"

Some people look at me like I am crazy when I tell them that my
favorite CD to listen to this summer is a collection of songs satiriz-
ing life in the reinsurance fast lane. "You've been hanging around
those reinsumrs way too long," the looks on their faces seem to say.

True enough, you need to be inside the reinsurance beltway to
understand many of the verses. But it doesn't take much back-
ground to get a chuckle out of just about everyoneofthe ll cuts
on this tuneful CD.

So for the skeptical, I'm going to share just a few of my favorite
verses from the CD, with a little introduction to help some of you
who may not immediately recall the players or the events that in-
spired Mark Hinkley of Odyssey Re to write these words.

Remembering that several years ago the former management at
American Re-Insurance Co. did very well financially when it was
sold to Munich Reinsurance Co. for a tidy sum of money, start
humming Don McI,ean's "American Pie," and then sing:

"Bye Bye American Re.
I guess you heard we sold the place and it wasn't free.
I can hear you mutter and I frankly agree,
When's this going to happen to me?
When's this going to happen to me?

Bye Bye American Re.
We regret that as senior management we all

had to flee.

No one mentioned you were from Gennany.
Good luck maintaining 99.3.
Any problem, just call Centre Re."
Flash forward to the more recent pumhase

of General Reinsurance Corp. by Berkshire
Hathaway's Warren Buffett, and hum Gersh-
win's"Summertime."

"Summertime and the living is not easy.
When I bought General Re I must have

been high.
I made them so rich that they don't come to work now.
It's just Ronnie, and Tommy and Charlie and I."
Last year, General Electric Corp. transferred one of its non-in-

surance executives to run its Employens Reinsurance Corp. sub-
sidiary, much to the surprise of those who think a background in
the insurance/reinsurance industry is a prerequisite to running a
reinsurance company. To the tune of Leiber and Stoller's "Kansas
City," sing out loud:

"I'm going to Kansas City. I've been sent there by GE.
I was so great at selling light bulbs, they said go run ERC.
How hard could it be?

And there's way too many actuades,
And I'm going to ldll me some.
Oh, I'm going to Kansas City. It's a reinsurance enigma.
I'm sure they are going love me when I introduce Six-Sigma.
But they got way too many claims guys and I'm going to kill me

some."

Bermuda-bashing has been a longstanding pastime in the insur-
ance industry by those who think that it is impossible to run a seri-
ous insurance or reinsurance company in the land of sun and sand.
Conjure up that catchy duet from Andrew Lloyd Weber's "Phan-

tom of the Opera," and sing out:
"Welcome to Bermuda. Let me be your broker please.
Your boss will never grasp this. I hear he is from Minneapolis.
All I want is freedom, rate form and SEC.
You'll get a fat commission to buy that boat for fishing.
I am a broker, so I do love fishing. Why don't you become my

crew?

We'll give your boss exactly what he's wishing.
Letmeputyourname onmytattoo. That's all Iask."
And from another cut of this CD, based on"Day by Day," from

Godspell, I leave you with this verse:
"Day by day, week by week, quarter by quarter, these things we

seek:

To keep the top line growing, to keep the cash flow flowing,
Prevent the loss reserves from growing,
So the analysts will cheer."
There's much more, some so irreverent I decided not to share it in

print.

Copies of the CD, which was cut to commemorate the 10th an-
niversary of The Angus Robinson Jr. Memorial Foundation and
generate funds for its scholarship fund, are available for $25 (in-
cluding postage) by writing The Angus Robinson Jr. Memorial
Foundation, 166 High Meadow Road, Southport, Conn. 04690.

Publisher and Editorial Director Kathryn 1 Mcintyre's commen-
taly appears fortnightly and at www.businessinsurance.com. She
can be reached at kmcintye@crain.com.

Blanch
Continued from page 1
whom estimated that the departed ex-
ecutives together brought in as much
as 25% of Blanch's new business in
1999.

Chairman Ted Blanch Jr. referred

questions to Blanch General Counsel
Daniel P. O'Keefe, who called the

25% figure "pure guesswork" and
said it would "very much surprise me
if those numbers were accurate."

Mr. O'Keefe downplayed the effect
of the resignations. "We are an inter-
national, New York Stock Exchange-
traded company. We are going to have
turnover....It's not an abnormal

number of people," he said. "I would-
n't read too much into that."

He added that Blanch does not ex-

pect to lose much revenue from the
exit of its Capital Markets executives
and that as "accounts have moved to

Benfield-there have just been a very
small handful so far-we have gained
(new) accounts....Our brokers are out
doing a very good job of producing
business."

In earlier public comments, Mr.
Blanch had acknowledged the impor-
tance of Messrs. Fox and Karon's de-

partures but cited Blanch's "enor-
mous bench strength" and reported
that the two men's duties were being
assumed by Blanch President and
Chief Operating Officer Chris Walker
and Vice Chairman Kaj Ahlmann, a
former chairman and chief executive

of Employers Reinsurance Corp.
"People throughout the company

have stepped up," Mr. Blanch said.
Even as that happens, though,

Blanch is not having a good year.
Its troubles began in 1999, stem-

ming partly from the collapse of the
Unicover Managers Inc. workers
compensation reinsurance facilities
and problems with other workers
comp carve-out covers. In addition to
having to eliminate $4 million of Uni-
cover commissions from its 1999

fourth-quarter revenues, Blanch also
decided to write off its investment in

Insurance Holdings of America Inc., a
company formed to market products
to members of the Sam's Club affiliate

of Wal-Mart Stores Inc.

In comments to securities analysts
in January, Mr. Blanch noted that"for
what it's worth, our senior executives
have absorbed the (earnings) impact
of MA in our incentive plan and will
receive no bonuses this year."

Another distraction, according to
former employees, was Blanch's effort
to sell the company last year. In its
own court filings in its case against
Messrs. Fox and Karon, Blanch dis-
closes that it was in negotiations with
an unnamed "potential suitor" and
that the talks fell apart in late 1999.

Mr. O'Keefe declined to comment

on the negotiations.
The next blow came in March, with

the unexpected resignations of Mr.
Fox, president of brokerage unit E.W.
Blanch Co. Inc. and a key producer,
and Mr. Karon, executive vp of
Blanch Co.

As it announced Mr. Fox's resigna-
tion March 20, Blanch also surprised
investors with the news that it would

miss its quarterly earnings target.
Blanch's shares plunged from about
$55 to $19.38 by the end of that week.
On Friday, Blanch shares closed at
$27.25.

For the first: quarter, Blanch report-
ed an 8.2% drop in revenues, to $56.9
million, and a 77.2% decline in earn-
ings, to $2.2 million, from the same
period in 1999. The company blamed.
among other things, its failure to re-
place $14 million in revenues from
workers comp programs and "large
non-recurring transactions."

Stock analysts asked about the im-
pact of Mr. Fox's departure in a
March 22 conference call with Blanch

officials, focusing on his relationship
with Blanch client Allstate Insurance

Group.

Mr. Walker replied that "none of
our relationships are one-person. So
we have depth behind Rod and to the
side of Rod and above Rod."

Asked why Mr. Fox left, Mr. Walk-
er explained during the conference
call that, as part of an internal re-
structining, "We identified some spe-
cific assignments for Rod, for Kaj and
for me and for Ted, and when those
assignments were laid out, we all
bought in. But at some stage it just
didn't fit, and Rod elected to leave."

In litigation that has erupted since,
though, Blanch offers a very different
view of the resignations.

After Mr. Fox initially sued Blanch
in a Dallas County district court for a
ruling on the validity of a non-com-
pete agreement in his Blanch contract,
Blanch countersued Messrs. Fox and

Karon and Benfield Greig.
In its filings, Blanch charges that

the two men, motivated by greed, be-
gan conspiring to move to Benfield as
early as the spring of 1999. Messrs.
Fox and Karon met with Benfield of-

ficials in New York in February 1999
and over the next few months worked

out deals in which they would receive

multimillion-dollar signing bonuses, a
49% stake in a new Benfield U.S. sub-

sidiary and equity in the London-
based parent, according to the filings.

The talks were delayed last fall as
Blanch entered "serious" negotiations
to sell the brokerage, and Messrs. Fox
and Karon realized they stood to gain
millions of dollars in a sale, Blanch al-
leges. By last November, though, the
sale talks had broken off, and Messrs.
Fox and Karon resumed discussions

with Benfield, the filings charge.
By March 10, Blanch had begun a

series of meetings to discuss its "in-
creasingly negative first-quarter out-
look," and Mr. Fox said that "he per-
sonally would close certain large rev-
enue deals that would be necessary to
achieve the projected first-quarter
revenues," according to Blanch.

Mr. Fox never intended to do this,
Blanch alleges, and instead submitted
his resignation 10 days later along
with Mr. Karon.

Meanwhile, Mr. Fox had been
meeting with Tower Hill, a
Gainesville, Fla., MGA and Blanch's

largest account, to convince it to move
to Benfield, Blanch charges.

Accusing Messrs. Fox and Karon of
breaching fiduciary duties and non-
compete agreements in their employ-
ment contracts, Blanch sought an in-
junction barring them from soliciting
its clients or "poaching" employees.

Dallas County Judge Bob Jenevein
ruled June 13 that the Blanch non-

compete restrictions are legally unen-
forceable but also found that Blanch

would likely prevail in its breach-of-

fiduciary-duty claim. The judge en-
joined Messrs. Fox and Karon from
soliciting Blanch employees or using
confidential Blanch information.

At Blanch's request, the judge ear-
lier this month sealed filings in the
case, and responses from Mr. Fox, Mr.
Karon and Benfield Greig were not
available.

Messrs. Fox and Karon, however,
have said they did not finally decide
to leave Blanch until March 11 or 12,
Blanch's filings show.

In a statement on behalf of the three

defendants, a lawyer for Benfield flat-
ly denied Blanch's charges.

"There is no evidence that Messrs.

Fox and Karon breached any fiducia-
ry duties to Blanch. There is no evi-
dence that they improperly solicited
clients or that they improperly used or
disseminated any Blanch proprietary
information. There is not a shred of

evidence that they or Benfield Greig
did anything wrong," said Philip M.
Berkowitz, a lawyer with Salans,
Hertzfeld, Heilbronn, Christy &
Viener in New York.

Meanwhile, recent months have
shown that Messrs. Fox and Karon

were not alone in deciding to leave.
The question of additional defec-

tions came up in Blanch's March 22
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conference call with analysts. Asked if
the elimination of 1999 bonuses and

Blanch's first-quarter travails might
bring more flight, Mr. Walker replied,
"We don't expect defection. . . .We've
got a very professional workforce
...They're committed to the compa-

ny, but they're also very committed to
our customers, and we're not going to
leave customers hanging."

In fact, though, a dozen Blanch of-
ficers have left since March. They in-
clude:

• Robert Bredahl, former head of
Blanch Capital Markets, who joined
venture capital firm Internet Capital
Group in Wayne, Pa.

• Enda McDonnell, a former
Blanch senior vp and retrocessional
specialist who worked with the Capi-
tal Markets group; Stefano Nicolini, a
former vp; Andrew Baur, a former vp;
and John Gefaell, a senior account
representative. All joined Willis Re.

• Andrew Bustino, a former execu-

tive vp, and David Cameron, a former
senior vp in charge of worldwide
property business. Both joined Guy
Carpenter & Co., Mr. Cameron as se-
nior vp of its Special Property Team.

• Marc Lauricella, a former senior
vp on the Tower Hill account, who
joined Tower Hill.

• Thomas Spitalny, a former vp
who joined a Bermuda-based reinsur-
ance unit of AB Volvo, a Blanch
client.

• Hunt Roeder, a former senior vp
with Blanch Capital Markets, who left
to join Bank of America in New York.

• Jack Vogel, another former Capi-
tal Markets senior vp, who left to join
a Swiss Reinsurance Co. unit in Ar-

monk, N.Y.

Former officers who agreed to dis-
cuss Blanch cited various reasons for

leaving, including changes in their du-
ties stemming from Blanch's internal
reorganization

Most agreed, though, that their
compensation became a key factor.

"Not only did (brokers) not get
bonuses, but their equity position was
pretty much worthless" after Blanch's
stock price dropped, one executive
said.

Mr. McDonnell, the former senior
vp, sued Blanch in New York federal
court after he quit, charging that
Blanch refused to pay him more than
$800,000 in bonus due under his con-
tract, representing 20% of the new
business he said he generated in 1999.

Blanch has denied any contractual
obligation-claiming the 1999 bonus
payable to Mr. McDonnell was discre-
tionary--and countersued him,

charging that he has violated his non-
compete agreement since joining
Willis Re.

While Blanch sought an injunction
against Mr. McDonnell similar to the
one it sought against Messrs. Fox and
Karon, U.S. District Judge William H.
Pauley III recently rejected the re-
quest, ruling that Mr. McDonnell's
non-compete agreement was "unrea-
sonably broad" and unenforceable.

Blanch's Mr. O'Keefe said that the

executive departures are not unusual
and added that it remains committed

to the Capital Markets unit despite
the resignations at the operation. "We
are not disban(ling our Capital Mar-
kets group. We are analyzing the ex-
tent to which we are going to staff it
up and what location or locations it
should operate from," he said.

Meanwhile, Blanch officials express
optimism that the worst is behind
thern.

The second quarter saw a 9.7% in-
crease in revenues to $64.1 million

and a 3.9% increase in earnings to
$8 2 million For the first half, though,
revenues were up 0.5%, to $121 mil-
lion, and earnings were down 40.5%,
to $10.3 million.

"We continue to be pleased with
our progress, and especially with the
benefits of our restructuring of
the business," Mr. Blanch said in a
statement. "The new structure is

working." [al
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Cascade have pleaded guilty Mr Brown Mr Edwards to persuade Judge
UPDATES

said he believes the government Sanders to return control of in-
should drop its claims against surer liquidations to the state In- Few U.S. cyber risks insured

Continued from page 2 him surance Department
would not be sent to prison They The document that was filed Mr Edwards, practicing law af- Cont;nued from page 2
instead agreed that he would be with Mr Disiere's plea agreement, ter his term as governor ended in Almost 88% regularly change passwords, 80% have an m-house com-
placed on probation and pay a called a factual basis, "doesn't 1996, had been hired that year by puter secunty team, 80% monitor employee Internet use, and 72 7% ed-
$100,000 fine raise any questions about me or Mr Disiere to handle matters re- ucate employees about hackers, accordrng to the survey

A federal grand jury Indicted cause me any concern," said Mr lated to Cascade A smaller percentage of respondents-69 1%-reported that they
Mr Brown and five others about Brown In late 1996, prosecutors say, have installed encryption systems, and 60% monitor employee e-mails,
10 months ago on charges related Salvador R Perricone, assistant Mr Disiere and Mr Bourgeois the survey found
to what prosecutors have called a US Attorney in New Orleans, reached an oral agreement where-
"sham settlement" that allowed said a gag order prevents him by the racketeering suit would not R.J. Reynolds pension change
Mr Disiere to avoid a $27 million from discussing the government's be filed A written settlement pro-
suit by the state (BI, Oct 4, 1999) plans for the upcoming trial "We tected by a confidentiality agree- WINSTON-SALEM, N C -A small number of current and former

Mr Brown faces 43 counts of plan on going to trial Sept 18th, ment was approved by a state employees of R J Reynolds Tobacco Co can opt for more secunty in
conspiracy, mail fraud, wire and the government's ready," he court judge who was selected by their pension plans under a new company offer
fraud, insurance fraud and wit- said Judge Sanders and was unfamil- The tobacco company is offering some employees and retirees who
ness tampering in the case In ad- iar with the case have high salaries or have worked for the company for long periods of
dition, he faces another 13 Mr Disiere's plea agreement is time the option of taking their funds out of the company's unqualified
charges of making false state- 'The indictment makes at odds with Mr Brown's asser- pension plans as either a lump sum or an annuity The offer is bemg
ments to federal officials The tion that he was not involved in made to fewer than 200 individuals who have more than 25% of their

commissioner and his co-defen- it clear that I didn't the settlement pension assets in unquallhed plans, according to a spokesman for R J
dants have maintained their inno- have the authority to Documents filed with the agree- Reynolds Unquallfied pension plans do not meet certain Internal Rev-
cence since the indictments ment allege that Mr Disiere had a enue Service cntena for favorable tax treatment

Two other defendants also settle the case,' says "lengthy meeting" Kith Mr According to R J Reynolds, the retirement benefits in the partici-
reached plea agreements with Jim Brown. Brown, who said "he would help pants' unquallfied plans exceeded the maximum amounts guaranteed
prosecutors Louisiana District Disiere if he could " The papers by the federal Pension Benefit Guaranty Corp

Court Judge Alfred Foster "Foxy" further allege that Mr Brown was Nearly all R J Reynolds employees are covered by plans that are
Sanders III and Robert Bourgeois, involved in "numerous conversa- guaranteed by a fully funded trust or the PBGC, said the spokesman
former director of the Louisiana Cascade, an automobile insur- tions" regarding an acceptable The spokesman said the move to protect the pension funds is not re-
Receivership Office Inc, pleaded ance company, was placed in re- amount to settle the case lated to the $145 bilhon punitife damages award that was assessed
guilty not long after the 1ndict- habilitation shortly after it began The documents state that Mr against tobacco makers, mcludmg R J Reynolds, by a Florida state
ments writing in Louisiana in 1993 and Disiere talked with the commis- court july last month

Mr Brown said last week that was later ordered liquidated by sioner in mid-1996 about Cas-
charges should be dropped Mr Brown cade's problems and the two, Brockbank to retire at year end
against him because the defen- In late 1996, a special master along with Mr Weems, discussed
dants who struck deals were the appointed by the court recom- the racketeering suit and settle- LONDON-Mark Brockbank, a high-proble figure at Lloyd's of Lon-
ones responsible for the settle- mended to Judge Sanders that a ment issues don, will step down as chief executive officer of the Brockbank Group
ment that allowed Mr Disiere to $27 million civil racketeering suit The papers call the Louisiana P L C at the end of the year

avoid litigation should be filed against Mr Disiere Receivership Office a "patronage Although Mr Brockbank, 48, Mll retrre from the agency, he w111 act
' The indictment makes it clear related to activities that led to machine" and say Mr Brown as a consultant to XL Capital Ltd, the Bermuda-based parent of the

that I didn't have the authority to Cascade's failure wanted it under his control be- Lloyd's managing agency

settle the case," said Mr Brown The indictments allege a com- cause he could "issue contracts to Responsibihty for Brockbank will be passed to Nicholas M Brown,
He said the "three principals in- plex scheme of favor-swapping in anyone he wished because LRO currently head of the XL unit NAC Re Corp, who has been named chief
volved in this matter were the which Mr Brown, in return for his had access to millions of dollars executive for the insurance operations of XL
three trying to settle the case," re- influence in having the suit from insurance companies placed Mr Brockbank was a prominent underwriter in the London market
ferring to the defendants who dropped against Cascade, wanted under Brown's control ' in the 19905 At one time, Brockbank syndicate 861 was the largest at

Lloyd's XL acquired BrockbanK in 1998 through the purchase of Mid
Ocean Remsurance Co Ltd, which had purchased the managing agen-

Bias conclude the action was for a non- rule for the plaintiff cy in 1997

discriminatory reason and rule in The decision comes one month In addition to Mr Brown's appointment, several other executive
favor of the defendant "The in- after aUS Supreme Court ruling changes and new positions were announced by XL last Wednesday

Continued from page 2 struction should not have been made lt easier for plaintiffs to Henry C V Keeling, president and CEO of XL Mid Ocean Reinsur-
On appeal, Harvard asserted given, because lt stripped the jury prevail in Job discrimination suits ance Ltd, was named CEO for reinsurance operations

that "a finding of pretext permits of its fact-finding role," the opin- under federal law In that case, Robert R Lusardl, chief financial officer of XL, was named CEO fol
but does not compel a finding of ion states Reeves us Sanderson Plumbing financial products and services He wlll remain CFO until a successor is
discrimination," according to the In reaching its decision, the Products Inc, a unanimous court appointed

opinion court clarified a decision it ren- held that plaintiffs do not have to K Bruce Connell, president and CEO of XL Capital Products, was
The Massachusetts high court dered in 1995 that had been inter- show additional proof of discrim- named group underwnting officer

agreed with Harvai d It ruled preted by Massachusetts courts to ination after demonstrating that The new management structure wlll increase the efficiency of the
that, even if a Jury believes that a mean that, once the plaintiff the employer's reason was a pre- company, said Brtan M O'Hara, president and CEO of XL Capital
defendant's stated reason for an showed the employer's reason was text for discrimination (BI, June
action is a pretext, it could still a pretext, the jury was required to 19) 21 Former Aetna CEO dead at 93

HARTFORD, Conn -Olcott D Smith, former chairman and chief ex-

The 6 Big One' might jolt CEA ecutive officer of Aetna Life & Casualty Co, died July 24 at age 93
Mr Smith led Aetna from 1963 to 1972 During that time the Insurer

expanded its financial services and mternational busmess
He also brought managemen: changes to Aetna, according to a com-

By JOANNE WOJCIK we conclude that the CEA's cur- its rating structure to prevent ad- pany statement

rent capacity to pay claims is as verse selection "For nine years as chairman, he guided the company with a strong
SACRAMENTO, Calif -The good or better than that of private Over the past two years, private sense of organization He instituted the management by objectives sys-

California Earthquake Authority catastrophe insurers," said the re- insurers have captured a 10% tem, which places sharper focus on cost effectiveness, goals and ac-
is currently in a very strong posi- port, which is scheduled to be share of the market by offering countabihty for attaining them," Aetna's statement said
tion, with the capacity to with- presented at the CEA's board lower prices and better terms to Mr Smith also had an interest in civic and social affairs During his
stand all but the most extreme meeting Aug 24 better risks chairmanship, Aetna formed its urban affairs department and its cor-
earthquake, a new report con- Because of the CEA's solid fi- "In those instances where the porate social responsibility department
cludes nancial position and the high cost specialty insurer's rates are lower After retlnng as an Aetna executive, Mr Smith was chairman of its

The CEA may need to revise its of reinsurance, the report suggests than the CEA's, the business will executive committee until 1977

current rating structure, however, that the CEA board consider al- migrate to the specialty insurer
to ensure its continued viability, ternatives, such as capital risk In those Instances where the con- Briefly noted
according to the report conducted transfer verse is the case, the business will

by Tilhnghast-Towers Perrin ''Under the circumstances, we migrate to the CEA Assuming Roberto R. Romulo has been named chairman of Philam Insurance

A 1-in-100-years aggregate loss suggest the CEA consider whether that the specialty insurers' rating Co Inc, a Philippines-based subsidiary of American International
would consume only 39% of the lt might be appropriate to reduce scheme accurately captures dif- Group Inc Mr Romulo had previously been a Southeast Asia execu-
CEA's current $7 5 bdlion claims- the amount of reinsurance cover- ferences m vulnerability, the net tive of International Business Machines Corp A M Best Co has
paying capacity, the actuarial age that it purchases," the report effect will be for the CEA to end lowered its rating of Arig Reinsurance Co. B.S.C. to A- from A, due
analysis found said "Reducing the overall rein- up insuring the risks with the to the Bahrain-based reinsurer's poor 1999 results, which Included a

While the study did not specify surance costs by reducing the highest vulnerability," the report combined ratio of 213 1% Ang's results were particularly affected
the magnitude of such a quake, a amount of reinsurance coverage states by losses at its U K subsidiary and costs related to putting the unit
CEA spokesman said the earth- would allow the CEA to 'bank' Therefore, "the situation needs into runoff, a Best statement said Shareholders of RehaStar Fi-
quake authority would be able to the cost savings, thereby accumu- to be monitored closely," the re- nancial Corp. last Thursday approved the $6 1 billion acquisition of
absorb losses from a quake equiv- latlng capital at a faster rate " port asserted the company by the Netherlands-based insurer ING Groep N V The
alent to the 1906 San Francisco However, the report acknowl- The CEA, formed m 1996, holds acquisition is expected to close m September Omaha, Neb -based
temblor edged that "while we did con- a 65 7% share of Callfornia's resi- surplus lines insurer Acceptance Insurance Cos Inc completed the

An earthquake in the 1-in- clude that the current reinsurance dential earthquake market sale of its specialty insurer subsidiary Redland Insurance Co. to
1,000-years probability level, program is expensive, in other re- Clarendon Insurance Group, a unit of Hannover Re Group, late last
however, not only could bankrupt spects we found lt to be a well- Free copzes of the report, "Cali- week Under the agreement, Clarendon purchased the stock of Red-
the CEA, but likely would constructed, diversified pro- fornia Earthquake Authority- land for an unspecihed amount of cash, and Acceptance retained all
bankrupt the insurance market gram " Actuanal, Financial and Manage- Redland assets associated with its crop insurance operations, with
overall, the report concluded The report also suggested that ment Team Review," are available the option to repurchase the specialty insurer under certain circum-

"Based on those comparisons, the CEA board consider revising by calling 916-492-4300 stances
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 Ale POSTS GAINS American International ,%**00 - 2 ----'1' prices in St. Paul's commercial lines group from a year earlier First-half net income,
Group Inc. reported gross revenues of $22.32 were up 11.5% m June, and premium reten- which includes realized investment gains, fell
billion for the first halfof 2000, an 11 5% m- tion rates remain near 80%, mdicating that 11 0% to $338 3 million from the same peri-
creaseover thecomparableperiodin 1999. 1 - '-.- _,ul'.39/"#I'- ¥ 4 price Increases continue to be accepted by the od of 1999. For the second quarter, Chubb's
Profits rose 112% to $248 billion AIG's  412 14 r marketplace, according to St. Paul. Netwrit- operating income of $180.7 million was a
worldwide propertykasualty net wntten pre- =11,9*Ii -e.,Iml.a#6,-- - , E.ts*sanimb..A ten premiums for the business unit remained 10 5% increase from the second quarter of

3. basically flat in the first six months, decreas- 1999 Net income for the three-month peri-miums increased 5.9% to $8.73 billion.

Overall, AIG's results have benefited froma 4<4-7 r=*5=r - _, - -3 Inga scant 0.3% to$7951 million. od ending June 30 was $184.6 million, a

hardening insurance market, Chairman and .=- - -r.- -1 --
4.5% decline from Chubb's net mcome m the

Chief Executive Officer Maurice R. Green- I,TEMPEST RE USA NAMES EXECSTempest Re second quarter of 1999. Chubb's reported
berg, said m a statement. "While the trend is USA has recruited four casualty underwriters first-half property and casualty net premiums
in the right direction, it is important to re- i-= to aid its drive to become a significant broker written increased 9.9%, to nearly $3.12 bit-
member that rates declined significantly over market reinsurer, said Chief Executive Offi- lion. The Warren, N.J -based company's
the past eight or nine years, and, therefore,

-
- cer Jacques Q. Bonneau Tempest Re USA combined ratio of 100.2% for the first half

further increases are necessary," Mr. Green- PHOTO AFF was established last year as part of ACE was a slight deterioration from the 99.7%
berg said. The sharpest rate increases are oc- The wreckage of a FedEx cargo jet smol- Ltd.'s plan to convert its reinsurance arm, combmed ratio in the first half of 1999
curring in health care liability, property and ders on a New Jersey runway. Tempest Reinsurance Co, into a multilme
surplus lines, he noted. remsurer from a property catastrophe rein- I BRIEFLY NOTED Standard & Poor's Corp.

the report, which was released last week In- surer. Bruce L. Kessler has been named senior has withdrawn its A- financial strength ratmg
stead, the pilot continued with the landing,

4 NCCI JOINS WEB VENTURE The National which caused the right landing strut to fully vp, casualty. Mr. Kessler was previously a ca- of the Washington Cities Insurance Authori-
sualty underwnter at American Re-Insurance ty at the public entity insurance pool's re-Council on Compensation Insurance is hop- compress and the fuel tanks on the right wing co. James E. Wixtead is senior vp, casualty. quest. . . Transatlantic Holdmgs Inc. report-ing to speed the depopulation of workers subsequently caught fire, the report said Mr. Wixtead was formerly a workers com- ed gross revenues of $910 4 million for thecompensation residual market pools through „he probable cause of this accident was the

an online pensation underwriter at Gerling Global first six months of 2000, a 12 6% increase
insureonicorn pannersh captain's overcontrol of the airplane during Reinsurance Corp. Thomas A Greene is se- over the comparable period m 1999. Profits

IP· the landmg and his failure to execute a go- mor vp, casualty Mr. Greene was previously at the remsurer fell 19.6% to $107.4 million,On Aug. 1, around," the report said. The plane was de- a professional liability and directors and offi- however, due a reduction in realized capitalthe NCCI stroyed m the subsequent fire. Two crew
and insure- cers liability underwriter at Trenwick Ameri- gains in 2000, the company said. . . Everest

members and three passengers escaped with
on.com Inc. can Re David L Drury is senior vp/chief ac- Re Group Ltd. reported gross premiums writ-
will launch minor miunes The MD-11 Jet, manufactured tuary Mr. Drury was formerly the head of ten of $326.2 mllhon in the second quarter of

by McDonnell Douglas Corp., was carrying Stockton Remsurance Ltd 's London office, 2000, a 152% increase over the same period
a service 145,000 pounds of cargo FedEx had $1 bil-
that will al- hon of liability coverage, which was led m the where he specialized m finite remsurance. m 1999. Profits increased 7 7% to $38.1 mil-

lion. . . .CNA Financial Corp.'s excess andlow insurers to place online bids for risks London market
written by the pools Monthly lists of expir- I BONDISSUECOVERED Zurich U S has issued surplus lines division, CNA E&S, is launch-
ing policies written by the pools will be pro- , ST.PAUL'S NET INCOIVIE JUMPS Price mcreas- its first political risk insurance coverage for a mg a new general hability msurance program

capital markets transaction, covering an El for apartment owners. The Northeast Habi-vided by the service without charge Agents es in the propertykasualty marketplace con- Salvador electnc utility's bond issue. The pro- tational Risk program is written by CNAand brokers also will have access to the expi tributed to a 134% rise

ration hsts. Intermedianes will be able to rep- r. ,*,mi gram covers AES CLESA y Compania's $65 units on an admitted basis through managingin revenues for The St
resent buyers at the site and accept quotes - a million of privately placed general agent American Marketing Center m
from insurers through the service.

Paul Cos. Inc. in the
first half of 2000. At the 12-year tenor of the bonds. ment owners m New York, New Jersey andinsureon.com is an online facility through same time revenues m-

@
senior notes for the entire New York. Coverage is available to apart-

which commercial insurance is bought and AES CLESA, a unit of glob- Pennsylvania Limits vary by type of liability

sold It currently is available only to Califor- a St Paul's net income
creased to $4.36 billion, ZURICH at power company The AES coverage purchased, which include garage-

Corp., serves more than keepers legal liability, fire damages legal ha-nia agents, though tt lS being rolled out to rose 54.3%, to $569.0 200,000 customers in western El Salvador bility, employee benefits liability, auto liabili-other states *&1-_L#',»j million, over the com- Bond rating agency Fitch IBCA gave the ty and general liability. ial

parable period last year.
4 CRASH BLAMES Oil PILOT ERROR The 1997 bond issue a BBB- rating due to Zurich U.S 's

A company statement indicated that the m- coverage, the insurer said m a statement. The  To get breaking news as It ocars, visit Bu*
crash of a Federal Express Corp. let at the surer's propertykasualty insurance opera- nes:Ins.ance'slree online UMates at wwwnotes will be used to retire existing AES CLE-Newark International Airport in Newark, tions exceeded expectations, with double-dig- huslnessinsurance.com. All of the material in the

N J, was likely caused by pik,t error, a Na- it price increases and high retention rates re-
SA debt and to contlnue capital investments. For The Record column, as well as other content

tional Transportation Safety Board report sulting m growth for the first time in three ICHUBBRESULTSMIXEDChubb Corp. has re- m this melfs Ime, is gonerated #em daily
says. The pilot should have aborted its at- years. Net written premiums for St. Paul's ported operating income of $330 6 million new:Boatial: that -ear" en me WeD:Ite in

tempt to land after he became concerned property/casualty operations rose 6% to for the first half of 2000, a 0 2% increase m, „005 "ca*'about the length of the runway, accorcing to $2.89 billion for the first half. Insurance

Find daily coverage on Corporate Risk, Employee Benefit and Managed Health Care News at www.businessinsurance.com

B/Industry Stock Report JULY 24,2000, THROUGH JULY 28,2000

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

BROKERS Price %change % change High low Vol (000) Pnce % change % change High Low Vol (000) Pnce % change %change High low Vol((00)

Aon Corp NYS 3488 1434 1281 43.13 20 69 6893 Harleysville Group NDO 1794 1.71 25.88 20 75 1163 102 XL Cap,lal Ltd NYS 65.06 15.54 25.42 6550 3900 3681

Brown & Brown NYS 47.44 6.30 23.82 52.50 30.75 139 HSB Group Inc NYS 34.50 1524 203 4225 21.50 699 Zenith National Ins NYS 2331 1.63 1303 2600 1875 28

Clark Bardes Holdings NDO 10.00 8.05 3043 2100 8.88 264 HCC Insurance Holdings NYS 2050 615 55.45 25.13 800 493 INSURERSREINSURERS AVERAGE 2.36 0.86

E W Blanch Holdings Inc NYS 27.25 24.57 5551 71.75 16 56 1287 ING Groep N V NYS 6650 1.82 902 69.00 4681 444

Gallagher Arthur J & Co NYS 48.94 11.22 51.16 4894 2306 1358 IPC Holdings Ltd NOO 15.75 21.74 5.88 22.50 9 75 240 HEALTH MAINTENANCE ORGANIZATIONS

Hilb Rogal & Harrilton NYS 37.75 615 3363 38 19 2075 147 Hartford Financial Services NYS 6369 1004 34.43 6625 29.38 8824 Foundation Health Systems Inc NYS 14.56 175 46.54 1694 6 25 1360

Kaye Group Inc NDO 619 1081 26.12 11.88 500 9 John Hancock Financial Semce NYS 23.13 0.27 36.03 24.75 13.44 3739 Humana Inc NYS 7.06 6 61 1374 13.19 4.75 2633

Marsh & McLennan NYS 11731 617 2260 12088 61 75 5158 LaSalle Re Hold,ngs Ltd NYS 1688 1638 2.27 1863 1088 385 Oxford Health Plans NDO 23.50 0.79 85.22 27.19 9 75 13981

BROKERS AVERAGE 517 826 Lincoln National NYS 44.75 3.32 1188 57 50 22 63 4468 Pacilicare Health Sys NDO 6256 2.88 1804 72.31 31.13 1665

MAIC Holdings Inc NYS 1231 051 4189 29.05 10.00 177 Sierra Health Services NYS 319 1207 5234 1456 2.75 568 ,

INSURERS/REINSURERS Markel Corp NYS 15100 203 258 19200 111 50 61 United HealthGroup NYS 81.19 4.49 52 82 91.94 39.38 5527

ACE Ltd NYS 3550 1406 1273 37.25 14.06 9605 MBIA Insurance Group NYS 55.94 5.54 5.92 6694 3631 1733 Wellpoint Health Networks NYS 8656 2 74 31.28 8788 48.25 2418

Accel International Corp NDO 063 000 3750 188 0.50 25 Meadowbrook Insur Group NYS 5.00 1.27 2381 1406 4.50 55 HMOs AVERAGE 2 37 23.98

Acceptance insur.nce Cos NYS 4.75 10.14 1739 1594 275 54 Mell,le NYS 2031 2.11 42 54 2206 14.25 5450 ALL COMPANIES AVERAGE 172 1103

AEGON N V NYS 38.13 0.49 20.16 49.13 31 50 643 Mutual Risk Mgmt Ltd NYS 1594 282 5.20 35.50 981 645

Aetria Life & Casualty NYS 5544 3.17 467 8994 3850 5080 Navigators Group NDQ 10.00 3.90 2.56 1600 863 135

AFLAC Inc NYS 53.44 741 1325 54.31 33.56 3708 NYMagic Inc NYS 1500 3.61 1374 1613 1225 21

Allmerica Financial Corp NYS 5956 7.44 7.08 64.81 3506 930 Oh,0 Casualty Corp NDO 8.56 4.86 4669 1863 856 831

Allstate Corp NYS 2756 11.36 1455 37.94 17.19 14071 Old Republic Int I NYS 22.25 22.76 6330 22.25 10 63 5737

Ambac Financial Group NYS 6288 2.65 2048 6738 38 88 2244 Partner Re Ltd NYS 39.81 581 22.74 40.00 28.38 1494

American Financial Group NYS 24 31 1.83 7.82 35.44 1838 456 Penn America Group Inc NYS 7.50 3 45 3.23 10.38 6.63 4

American General NYS 69.13 6.86 890 82.19 4563 5104 PMA Capital Corporation NDO 16.25 11.56 1824 21.00 1550 45

American Intl Group NYS 12831 8.62 18.67 132.63 78.56 16458 Philadelphia Cons Holding NDO 1641 254 13.15 24 44 1081 506

American Safety Insurance NYS 4.56 139 29.81 8.56 3.75 12 PXAE Corp NYS 1300 0 48 0.00 19.56 9.94 124 8/Insurance Index
Argonaut Group NDO 15.19 471 2358 2663 15.19 152 Reliance Group Holdings NYS 019 14.29 9717 7.75 0.13 13106

AA UAP Group NYS 7338 159 335 8150 53.75 381 ReliaStar Financial Corp NYS 5306 0 47 3541 53.13 23 75 2935

Baldwin & Lyons In; NDO 1550 2.75 2994 2394 15.25 7 RenaissanceRe Holdings Ltd NYS 47.19 6.94 15.44 47.63 33.19 237 2,400

Berkley W R Corp NOO 2388 20.13 14.37 2794 14.00 1094 ALI Corp NYS 34.19 1.26 055 3863 2625 52 2,351.111-
Berkshire Hathaway Inc NYS 57000 00 6.94 1.60 69300 00 40800.00 5 St Paul Cos NYS 44.75 1953 32.84 44.83 21.31 9621 2,350

Capitol Transamenca Corp NAS 1150 2.22 14.29 1525 938 22 SCOR NYS 42.69 116 3.53 5363 38.38 18 2.300 /
Chubb Corp NYS 74.00 1255 31.41 77.00 43 25 9980 SAFECO Corp NDO 2281 704 8.29 44.50 18.00 5374

2,250
CIGNA Corp NYS 9825 122 21.96 103 06 6075 3372 SCPIE Holdings Inc NYS 20.00 6.43 37.74 36 94 1900 NA

Cincinnati Financial Corp NYS 37.25 8.56 6.86 4331 26.19 1784 Se,bels Bruce Group NDO 106 2609 39.29 5.69 0.75 53 2.200

Clitgroup NYS 6831 3.79 0267 7200 4119 31647 Selective Ins Group NOO 1831 0.34 6.55 2250 1463 221 2,150

CNA Financial Corp NYS 37.88 4.30 2.73 42.13 24.56 479 Tok,0 Marine & Fire NDQ 51.75 0.73 12.47 6700 45 00 89

CNA Surety NYS 1075 8.51 1731 1550 9.75 221 Torchmark Corp NYS 2506 1.26 13.76 36.94 1875 1974
2,100

EMC Insurance Gro/p Inc NDO 938 4.17 2 74 1338 681 4 Transatlantic Holdings NYS 85.06 3.58 8.97 9156 68.75 99 2,050

ESG Re Limited NDO 3.44 1057 5045 1675 319 61 Trenwick Group Inc NYS 17.38 1583 258 25.06 1200 411 2,000
Enhance Financial Services NYS 1581 5.42 269 22.63 8.63 408 Unlco American Corp NDO 6.25 3.85 1071 1050 86

Everest Reinsurance NYS 39.38 9.95 76.47 39.38 20.50 1758 United Fire & Casualty NDO 18 25 9.03 1934 26.50 51 ; 1,950 . _  -
Fremont General Cap NYS 413 1.54 4407 1956 388 1081 Unltrin NDO 29.19 241 22 43 42.38 27.25 724 1.900

Frontier Insurance C roup NYS 0.47 3182 8536 1581 0 47 1200 UNUM Corp NYS 23.50 1975 2671 5688 1194 8193 1 6/9 16 6/23 6/30 m 7n4 7/21 7/28
Gansco Inc NYS 425 4.23 2393 6.94 4.19 88 vesta Insurance Co NYS 5.44 12.12 40.32 7.88 344 200 1

Base=100 on Dec 29,1978

Top advancing issues E W Blanch Holdings Inc, Old Republic Int'I, IPC Holdings Ltd Leading decliners Frontier Insurance Group, Seibels Bruce Group, Reliance Group Holdings Most active issue dit,group. The mindex increased 3.0%; the Dow Jones
30 Industrials decreased 2 1%, the SaP 500 went down 4 196, and the NYSE Composite dropped 2 5% Average P/EE Brokers, 20 3, Insurers/reinsurers, 17 4, HMOs, 14.1 Source CNET /nvestor (investor cnet corn) Boulder, Colo



There are so many things out there that can cause your business to go up in flames. That's why you
want an insurance partner who knows your needs inside and out. One who has walked a mile in your
shoes. And one who can provide the besc possible coverage, in 130 countries worldwide, for matters

, you may never see coming.
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