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UPDATES-

Georgia suspends
St. Paul license
ATLANTA-Georgia Insurance Commis-

sioner John VW. Oxendine last week moved
to suspend The St. Paul Cos. Inc.'s insurance
license to write any admitted business in the
state and ordered the insurer to renew 1,262
medical malpractice policies it had sought

to non-renew.

The regulatory move came in response to
St. Paul's recent announcement that it

See Updates on next page

Patient rights bill
gains momentum

Senate set to begin debate this wee k

By MARK A. HOFMANN

WASHINGTON-A long, hot summer for oppo-
nents of expanded liability for managed care

», HY —

plans could begin this week.

The Senate, which now has a Democratic major-
ity for the first time since 1994, is poised to begin
debating a wide-ranging patients' bill of rights
sponsored by Sens. Edward Kennedy, D-Mass.,
John McCain, R-Ariz., and John Edwards, D-N.C.,
on June 19. The debate over that measure, the Bi-
partisan Patient Protection Act of 2001, will play
out in the face of a threatened presidential veto if
the bill passes in its current form.

Meanwhile, Rep. Charles Norwood, R-Ga., the
best-known proponent of the patients’ bill of
rights idea, formally broke with President Bush
last week and embraced the Bipartisan Patient
Protection Act. He also signed on as co-sponsor of
companion House legislation sponsored by Reps.
Greg Ganske, R-lowa, and John D. Dingell, D-
Mich. Rep. Norwood had initially held back his
support, in the hope that President Bush-who
wants strict curbs on health plan liability-would
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Rep. Charles Norwood, R.-Ga., recently endorsed the

Kennedy-McCain-Edwards patient bill.

agree to a broader bill.
The bill would mandate a var.ety of coverage
See Patientson page 22

Ruling could spur greater coverage

Paying for the Pill

Contraceptives covered 1

Percentage of employers that ofier coverage of oral
contraceptives, by plan type

4 Indemnity plans 60%
o 87 %
4 Ppo plans 62%
4 Pos plans 75%

Source. The Kaiser Fami Foundation
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By JUDY GREENWALD

SEATTLE-While most major employers already
offer their female employees coverage for prescrip-
tion contraceptives, a federal court ruling in Seattle
last week could encourage firms that still lag in offer-
ing the benefit to do so as well.

Observers say that two other factors in addition to
the June 12 decision in Jennifer Erickson vs. The
Bartell Co. may also lead employers :0 consider offer-
ing the coverage. They are:

« A recognition that, no matter what contraceptive
coverage might cost, the costs associated with un-
wanted pregnancies are likely to be significantly
greater.

+ A basic sense of fairness for women, because
many plans already cover Viagra, a drug used to treat
impotence in men.

In addition to proposed federal legislation mandat-
ing coverage, 14 states have already approved legisla-
tion requiring insured health plans and health main-
tenance organizations that provide prescription drug
coverage to cover contraceptives, wish legislation

See Co,erage on page 23
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Tropical Storm Allison dumped more than 30 inches of rain

on Houston, flooding homes and businesses and causing
millions of dollars in insured losses.

Allison losses

IN Houston

top $2 billion

By MICHAEL BRADFORD

Floodwaters from Tropical

Storm Allison are draining
insurers of hundreds of mil-

lions of dollars.

The lingering storm, which
has been blamed for at least
24 deaths, resulted in more
than $2 billion in economic
damages in Houston alone.

Property/casualty insurers
are expected to pay at least
$500 million in claims from
southern rexas and millions
more from other Southern
states. The National Flood
Insurance Program, a feder-
ally funded program, is ex-
pecting as least $300 million
to $350 miillion in claims
from Texas and Louisiana.

The lingering storm, which
dumped about 35 inches of
rain on Houston over several
days, moved slowly across
Louisiana, where it caused

heavy flooding as far east as
New Orleans.

The Louisiana Insurance
Department late last week
said its preliminary estimate
is that Allison caused more
than $50 million in insured
losses in the state. That fig-
ure is expected to rise.

Private insurers began
handling claims from Alaba-
ma, Florida, Georgia and
Mississippi last week as a
still-potent Allison drenched

the Carolinas.

Insurers are expecting
See Allison on page 21
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Background seen as plus

Business hails OSHA pick

By MARK A. HOFMANN

WASHINGTON-The presi-
dent's decision to tap an indus-
trial safety professional to head
the Occupational Safety and
Health Administration is prov-
ing to be a popular one.

The nominee, John L. Hen-
shaw, most recently served as

director of environment, safety
and health for St. Louis-based

chemical Astaris

company

L.L.C. He previously held a sim-
ilar post at Solutia Inc., which,
along with FMC Corp., co-owns
Astaris. Before that, he held a
variety of health and safety po-
sitions with Monsanto Co. He is
also a forrner president of the
Fairfax, Va.-based American
Industrial Hygiene Assn.

"We're encouraged that some-
one with real-life experience
dealing with health and safety
issues will head up OSHA" as
assistant secretary of Labor,
said Daniel Barry, director-gov-

ernment affairs for the Risk &

Insurance Management Society
Inc. in New York.

"With that background, we
hope to work with the assistant
secretary to develop practical

solutions to make a safer work-

place. The upcoming hearings

Mr. Henshaw

on ergcnomics are a good op-
portunity for us to start build-
ing a stronger, more productive
relationship with OSHA," Mr.
Barry said, referring to Labor
Secretary Elaine Chao's recent
announcement that the depart-
ment would hold three public
forums on ergonomics this sum-
mer (BIl, June 11).

A senior policymaker at one of

the nation's most influential

employer groups also foresees

improved relations with an -

OSHA headed by Mr. Henshaw.

"We're comfcrtable with him.

We think Mr. Henshaw will
have an open ear to our con-
cerns, and that's all we ever
asked for,"” said Randel John-
son, vp-labor and employee
benefits for the U.S. Chamber of
Commerce in Washington.

Not surprisingly, the AIHA
also hailed the nomination of its
former president. The group's
current president, Henry B.
Lick, praised Mr. Henshaw's
"lifelong commitment in occu-

pational safety and health” in a
written statement issued after

the White House made its an-

nouncement.

"AIHA believes that the way
to progress in health and safety
is through partnerships, coali-
tions and alliances-with busi-
ness, labor, government, aca-
demia and the professions. John
Henshaw possesses the critical
skills to foster these actions,”
added Mr. Lick, who is presi-
dent of the company he formed,
Safety & Health Solutions, Ltd.,
in Grosse lle, Mich.

ANd he'll need those skills,
said Julie Gackenbach, direc-
tor-government relations for the
National Assn. of Independent

Insurers in Washington. If the

Labor fonows

Department
See OSHA on page 22

Looking for the Best of the Web

8/ unvells new competition for Web sites targeting buyers

Business Insurance is seeking entries for its
first annual Best of the Web competition.
The Best of the Web Awards were created by

Business Insurance to recognize and promote
excellence in Internet-based services for corpo-
rate risk and employee benefit executives.

All Web sites that are designed primarily-
though not necessarily exclusively-to serve the
buyer of commercial insurance services may be
submitted for consideration. Web sites will be
judged on their functionality, interactivity, de-
sign, innovation and relevance to the buyer of
commercial insurance services (i.e., risk man-
agers and employee benefit managers).

To be considered, sites must fit intc one of
eight specified contest categories.

The risk management Web site categories are:

= Insurance services.

= Claims services.

- Risk management services.

The benefits management Web site categories
- Benefits management services.

« Health plan services.

= Claims services.

Combined Web site categories for the compe-
tition are:

* Legal services.

- Educational/professional services.

Detailed information about the eight cate-
gories and rules for the competition can be
downloaded from the Events area of the Busi-
ness Insurance Web site, www.businessinsur-

The deadline for submitting completed entries
to Blis July 30.

Web site sponsors from anywhere in the world
may enter, though the sites must be ac-cessible
via the Internet and should be understandable
to English-speaking judges. Sites that are not
open to the general public must provide the
judging panel with a sample account, user ID

and password-or other means of access as
needed-for the duration of the judging process
to be eligible for consideration. The access will
be used only for judging purposes.

All contest entries will be screened by a panel
of Bl editors to ensure they fit the specific con-
test categories for which they are entered, and
that they meet the criteria for entry. A panel of
independent judges-knowledgeable in various
aspects of risk management, benefits manage-
ment, insurance and technology-will then
score entries and select the highest-scoring can-
didates in each category as Brs Best of the Web.
The panel has the option to present additional
Awards of Excellence in any category.

The winners will be announced and profiled in
the Oct. 8 issue of Business Insurance and on-
line at www.businessinsurance.com.

All entries, regardless of whether they win an
award, will automatically be included at no
charge in www.businessinsurance.com's links to
industry-related Web sites.

To obtain an entry form and rules for the com-
petition, visit www.businessinsurance.com, or

e-mail Editor Paul Winston, pwinston
@crain.com.
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Planning helps

renewals In

firming market

By LEE FLETCHER ROSENBERG

CHICAGO-It's a challenge for public entities to find reason-
able rates for property/casualty insurance in today's tightening

market, but it can be done with some creative thinking and goal-

oriented planning.

Sometimes, when thinking- about an insurance purchasing

strategy, it's best to "wipe the slate clean and think of alterna-

tives. If you don't, you'll be left holding the bag,"”

said Michael

M. Kaddatz, managing director of Advanced Risk Management

lillilluld

coverage of the

PRIMA conference

on page 14

Continuing

Techniques Inc. of

Lake Forest, Calif.
Although

and more policy-

NnnNnore

holders are seeing
rate increases, the
market is not at the
"panic stage that we
had in the '805," Mr.
Kaddatz told public
entity risk managers

during a session at the 22nd annual conference of the Public Risk
Management Assn., held in Chicago June 10-13.

Risk managers need to seek out the creative people in their or-
ganizations and take some steps toward getting the best results

in this tight market, the said.

One step, he said, is to set a realistic time schedule with some

specific goals in mind.

"Sit down and back up from the renewal date and decide how
we're going to do this-not at the last minute,” Mr. Kaddat=z

said.

Mr. Kaddatz advised scheduling such an initial planning ses-

sion at least 150 days prior to renewal; if large changes in cover-

age are expected, he said, allocate even more time.
The planning session should include topics such as coverage

changes, initial rate targets and deductibles, as well as an evalu-
ation of alternative programs, such as self-insurance or pools.

"We want to design a desired outcome-we may be vague in

See PRIMA on page 14

New group forms
to cut drug costs

Aon unit organizes purchasing coalition

By JERRY GEISEL

A group of Fortune 500 em-
ployers is forming a new pre-
scription drug purchasing coali-
tion that could shave between
5% and 10% off the companies’
roughly $600 million annual tab
for prescription drugs.

The new coalition is being or-
ganized by the Coalition Pur-
chasing Group, which was re-
cently acquired by Aon Consult-
ing Inc. The drug purchasing
coalition, known as the National

Prescription Drug Coalition, ex-

members, the coalition’'s pre-
scription benefit manager, Mer-
ck-Medco Managed Care L.L.C.
can win bigger discounts and
other financial breaks from
drug manufacturers, which it
will pass on to members.

"We expect significant sai-
ings that companies could not
get on their own. When you
achieve a critical mass, you get
leverage," said Gerald Smith,
president of the Coalition Pur-
chasing Group, or CPG, in Dal-
las and a former benefit execu-

tive with Mobil Oil Corp.

pects to have formal commit- "There is great power in num-

ments within a month from at
least seven major employers.
The coalition program, which
is expected to begin business on
Jan. 1, is open to employers with
at least $10 million in annual
prescription drug costs. If sue-
cessful, it could become the na-
tion's largest employer prescrip-

tion drug purchasing coalition.
With the tremendous collec-

tive buying Dower of coalition

bers," added Michael J. Gulotta,
chairman of Aon Consulting's
North America Employee Bene-
fits and Compensation consult-
ing in Somerset, N.J.

Indeed, the prescription drug
coalition's organizers hope to
replicate the success of a long-
terrn care purchasing coalition,
which they helped to organize in

1999 and has racked up premi-
Rep PJllrehalina n77 nncie 22
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Underwriter weighs IT staff turnover in pricing

14 1

- excess workers' compensation

By ROBERTO CENICEROS

LANSING, Mich-For the
record, it's not concerns about the
inherent security of Microsoft
Corp.'s Windows NT software that
will prompt J.S. Wurzler Under-
writing Managers L.L.C. to boost
the price for coverage it writes
against hacker attacks to NT-based
systems.

Rather, it's the turnover rate of
customers' information technology
staff that can lead the underwriting
manager to increase the price of cov-
erage by 5% to 15%, according to

John S. Wurzler, president and chief
executive officer of J.S. Wurzler in

self-insured associations

loss portfolio transfers

Lansing, Mich. Wurzler underwrites
a policy called Website & Internet
Security Program, or WIiSP, that
protects companies from potential
systems damage from internal and
ectemal sources, including hackens,
viruses and other problems (Bl, June
21, 1999).

So far, though, most brokers and
insurers underwriting computer
risks have relied largely upon as-
sessments of companies' risk man-
agement approaches-rather than
considering operating system types
or staff turnover-in calculating
prices for information technology
system exposures.

The turnover rate of system ad-

deductibles starting at $250,000 per occurrence

888-995-5300

LD@sn«.com

SAFETY NATIONAL

Casualty Corporation

a DeLPH,company

ministrators at companies using Mi-
crosoft operating systems can ex-
ceed 33% annually, Mr. Wurzler ex-
plained. There is a shortage of sys-
tems operators who have the expet-
tise to run Microsoft systems, which
account for about half of the systems
in use at the firm's policyholders,
Mr. Wurzler explained. Because of
the huge demand for such workens,
they frequently get lured away by
other companies, he said.

Mr. Wurzler recently gained at-
tention when news stories implied
he had said that he would raise rates
on the products he underwrites for
Lloyd's of London syndicates be-
cause of technical problems with
Microsoft software.

"What | said is, 'We are now
charging anywhere from 5 % to 15 %
more for Windows NT configura-
tions which do not meet our baseline
standards,' " he explained. "The
reason they are not meeting (the
standards) has nothing to do with
Microsoft. | think the Windows NT
platform is a very fine platform
when installed and operated proper-
ly,"

But proper operation cannot be
assumed, particularly in light of the
high turnover rate among system
admmistrators.

When a system administrator
leaves, there often is a lag time be-
fore a qualified replacement can be
found. As a result, newly released
software security upgrades, or
"patches," often are not properly in-
stalled, and other measures neces-
sao' to fend off hackers may also go
by the wayside, Mr. Wurzler said.
That increases the system's exposure

to hacker attacks-and leaves un-

derwritens holding more risk, he
added.

In comparison, the turnover rate
of administrators with expertise in
other operating systems can be less
than half of that for staff that is
knowledgeable in the operation of
Windows-based systems, Mr. Wur-
zler said. And, he said, sites using
Windows-based systems experience
a greater proportion of hacker
breaches than non-Microsoft sys-
tems. That leads Mr. Wurzler to
posit a correlation between the
turnover rate and the number of sys-
tem security breaches.

Operator turnover is just one fae-
tor that J.S. Wurzler evaluates when
underwriting IT risks. In fact, poli-
cyholders can earn a discount of up
to 20% from Wurzler's "baseline”
price if they implement appropriate
security policies and procedures, Mr.
Wurzler said.

Underwriters are more interested
in purchasers' attention to risk man-
agement and security policies and
procedures than in the type of oper-
ating system the buyer has in place,

said Emily Freeman, practice leader
for broker Marsh Inc.'s eBusiness

Risk Solutions division in San Fran-
cisco. Ms. IPreeman said she does not
know of any other underwriters
who are "debiting" accounts or re-
stricting coverage because of the
type of operating system a client
The security arrangements under-
writers want in place include pass-
word management and measures
aimed at thwarting internal threats
posed by employees. They also in-
clude using firewall protection and
monitoring systems to detect intru-

sions.
Many security problems reported
See Staff on page 21
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Sears settles reti ree insurance suits

PHOTO: AP WIDE WORLD

Marie A. George and other Sears
retirees sued the company to recov-
er life insurance benefits.

HOFFMAN ESTATES, IIl.
Sears, Roebuck & Co. has reached a
settlement with its retirees regairi-

ing lawsuits they filed over a reduc-
tion in theii life insut-ance benefits.

Details of the settlement reached
last week, which involves about
84,000 retirees and must still be ap-
proved in federal court, cannot vet
be disclosed, said Providence, R.I.-
based solo attorney Peter N Wasy-
lyk, one of the lawyers iepresenting
the i-etirees. Sears said only that the
agl-eement pic,vides a process for re-
times to apply for eligibility to ob-
tain partial relief from the planned
reduction in life insurance benefits.

In September 1997, Hoffman Es-
tales, lll.-based Sears amended its

group life insurance plan to reduce
life insurance benefits to $5,000 for
each of the retitr.es, who previously
had a maximum benefit of $100,000
each. The change covered all em-
ployees who retired after 1977, or
abc,ut 65% of all compaiiy r'etirees.

Last year, a federal judge in
Chicago dismissed a class-action
suit filed by the retirees, saying the
company had reserved the right to
change the plan in its summary plan
document. Individual retirees were
permitted, though, to pursue suits
against Sears on other grounds.

" Some retirees felt disenfran-
chised by the company's change in

its life insurance. Our retirees are an

important constituency of the com-

pany. We believe this agl-cement is a
positive step to further strengthen
our relationship with them," said
Sears Chairman and Chief Execu-
tive Officer Alan J. Lag in a state-
inent.

In his own statement, Everett L.
Buckardt, the chairman of the Na-
tional Assn. of Retired Sears Em-
ployecs, the retirees' group, said, "I
commend Sears management fm
their sincere efforts to bring the
family back together. This agree-
ment is a positive gesture and goes a
long way toward doing just thal.
NARSE leadership strongly sup-
ports the agreement, which restores
a solid relationship with the compa-
ny. We areverypleased” m

Ruling is
a victory
for HMOs

MIAMI-A federal judge in
Florida has given seven health
maintenance organizations a
temporary victory in their at-
tempt to fend off class-action
litigation. At the same time,
though, the ruling boosts the
plaintiffs' cases by rejecting a le-
gal theory heavily relied upon
by the defendants.

In his opinion issued June 12,
Judge Federico Moreno dis-
missed all the claims alleging a
violation of the federal Racke-
teer Influenced and Corrupt Or-
ganizations Act against all the
defendants except Humana Inc.,
saying the complaints lack
specificity. Judge Moreno gave
the plaintiffs until June 29 to file
corrected complaints.

But the opinion also rejects a
key element of the defendants’
case. Judge Moreno states that a
2000 decision in a simila»r case in
a federal appeals court does not
apply. The case, Maio vs. Aetna,
was dismissed on the grounds
that injuiy to plan members was
too speculative. That legal theo-
ry "should simply not be adopt-
ed," Judge Moreno wrote.

Judge Moreno is overseeing a
collection of suits filed by both
physicians and plan members
against seven leading HMOs.
Last week's ruling covers only
the member suits, which allege
that the plans misled their mem-
bers by overstating the extent of
the coverage they offered. As a
result, the suits assert, the mem-
bea received less-valuable cov-
erage than they paid for.

The ruling also dismissed
some of the plaintiffs' claims un-
der the Employee Retirement
Income Security Act, but once
again allowed the plaintiffs a
chance to file amended com-
plaints. The court upheld,
though, a key aspect of the
ERISA claim, alleging misrepre-
sentation by the HMOs, so the
dismissal does not make much
difference, said Marc Machiz. a
partner with the law firm of Co-
hen, Milstein, Hausfeld & Toll in
Washington and one of the
plaintiffs' attorneys.

Overall, Mr. Machiz said, he
was pleased with the ruling.
"Anything that's wrong here
can be fixed," he said, and
"whatever can't be fixed doesn't
matter.”

A spokesman for Humana Inc.
said the ruling is just a small
step in the entire process. The
spokesman pointed out that the
judge scheduled a hearing for
July 24 for the plaintiffs' request
to attain class-action status, a
ruling that could decide the fu-

ture of the suits.

ERRORS & OMISSIONS

- A May 28 story on 401 (k)
plans misslated the matching
percentage of salary for The St.
Paul Cos. Inc. The St. Paul fully
matches employees' 401(k) con-
tributions up to 4% of salary.
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Strive for best patient protection bill

TS EAYTOBEGRILIGALof e variouenalien

While we support the goal of assuring patiehts that
they can get a fair review of claims disputes, the legisla-
tive proposals to date would drive up health plan costs
and, worse, would expose employers to new liabilities.

As unpalatable as that is, though, it is increasingly
likely that some form of patient protection legislation
will be enacted this year. Employers had better start
lobbying now to help shape the outcome of the bill that
is eventually passed. That way, they stand a better
chance of winding up with a bill they may dislike but
can live with, as opposed to one that causes them to re-
consider offering any health plans at all.

As we report on page 1, the patient protection push
gained new momentum last week when Rep. Charles
Norwood, R-Ga., who has been the driving force behind
these proposals in the House, signaled his support for
the Bipartisan Patient Protection Act of 2001 legislation
that was introduced earlier this year by Sens. Edward
Kennedy, D-Mass., John McCain, R-Ariz., and John
Edwards, D-N.C. Although this measure was promoted
by its sponsors as a more moderate proposal than those
sponsored by Rep. Norwood in the past, it still could ex-
pose employers to unlimited liability for the actions of
the health plans they sponsor. The measure's sponsors
contend that it is not their intention to make employers
liable for plan decisions, but many business groups say
the language in this and all proposals does not ade-
quately shield them from this risk.

Until a few weeks ago, the Bipartisan Patient Protec-
tion Act didn't appear to stand much of a chance, in
spite of its bipartisan backing. That's because President
Bush signaled his opposition to the measure-threaten-
ing to veto it if it should arrive at his desk in its current
form. Senate Republican leaders also oppose the mea-

sure.

Now, though, with the Democratic majority in the
Senate, Senate Majority Leader Tom Daschle, D-S.D.,
has said that the measure would be next on the agenda
after work on an education reform billis finished.

Ironically, Sen. James Jeffords of Vermont, whose de-
cision to leave the Republican Party and become a po-
litical independent caused the shift in the balance of
power in the Senate, co-sponsored a more-moderate
patient protection bill introduced in the Senate. While
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that bill-the Bipartisan Patients' Bill of Rights Act of
2001-would still allow employers to be sued under
certain circumstances, lawsuits could be filed only after
independent external review of the claim had been
completed, and it would cap damages and ban punitive
awards (Bl, May 21).

That bill has the support of President Bush, but not of
many lawmakers beyond its sponsors. It has also re-
ceived a cool reception from employers, who regard any
expansion of liability for health plan decisions as unac-
ceptable.

But given the new reality in Congress, steadfast op-
position to any bill may have to give way to compro-
mise.

If employers hope to obtain any relief from the liabil-
ity contained in the Kennedy-McCain-Edwards bill or
from Rep. Norwood's own proposals, they need to con-
tact their lawmakers and educate them about what is at
stake.

Health care costs would increase sharply with the ex-
pansion of litigation and liability. One reason is that we
expect many claims newly brought under the legisla-
tion would come from those who oppose any denial of
coverage, even if it were clearly within the rights and
limitations of their health care plan to do so-not sim-
ply in cases where claims are mistakenly or egregiously
denied. But as disagreeable as it may be to these
claimants, to create a plan that they and their employ-
ers can afford, there must be restrictions in what can be
covered.

Employer and health plan costs would increase, not
only as the result of new litigation and potentially huge
court awards but also through the mere process of de-
fending against claims of improper denial of coverage,
creating new review mechanisms and the like.

If those costs were to go up significantly, many em-
ployers-specially smaller companies-would drop
their health care plans, while others would be reluctant
to begin offering health care benefits. Proponents of pa-
tient protection legislation claim that's a hollow threat.
It is up to employers to make clear to lawmakers that it
is not.

But as we have said, it's unlikely that employers will
see passage of legislation that would not provide for

new liabilities.

Employers, therefore, need to push for legislation
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that would set reasonable curbs on that liability, rather
than expose them to the risk of unlimited damages for
pain and suffering and huge punitive awards. In situa-
tions where a plaintiff shows that he or she was harmed
after a plan improperly denied a claim and refused to
revise its position-even after review-access to the
courts is warranted. But to expose all plans and the em-
ployers that sponsor them, to unlimited liability is un-
warranted.

With patient protection legislation moving rapidly to
the front of the agenda of the Democratic-controlled
Senate, employers have to redouble their involvement
now--and be willing to compromis-if they are to en-
sure that the legislation that is enacted achieves its
goals without harming them in the process.
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Cedents find information, interaction
at reinsurers' educational seminars

By GAVIN SOUTER

I and claims become in-

forts to provide egxca—

tional resources to their cedents.

By communicating with cedents
outside of formal business meet-
ings, reinsurers can help them deal
with emerging concerns and can
themselves glean information from
the cedents, reinsurers say. And
the educational efforts-conduct-
ed both in person and over the In-
ternet-are excellent marketing
aids and provide a relaxed and in-
formal way to exchange ideas.

St. Paul Re, the New York-
based reinsurance arm of St. Paul
Cos. Inc., invites reinsurance man-
agers from international ceding
companies to New York each
spring for a week of educational
sessions.

The meeting allows St. Paul Re
to meet with cedents and provide
information to them in a low-key
atmosphere, said Peter R. Aubrey-
Smith, executive vp at St. Paul Re.

"Normally, when we meet our
customers, we are negotiating
with them, and there is always
some selling or buying going on.
This meeting allows us to share
our expertise with them in a less-
stressful atmosphere," he said.

Nevertheless, the event, which is
in its fifth year, does help the rein-
surer to strengthen business ties
with its customers, Mr. Aubrey-

Smith said.

"We find it a very valuable mar-
keting tool; it helps build relation-
ships," he said.

The sessions also provide St.
Paul cedents with a better under-
standing of the risks they face and
the options available to deal with
those risks, Mr. Aubrey-Smith
said.

"We hope that it gives them a
better understanding of what their
needs are, as our best customers
are usually our best-informed cus-
tomers," he said.

At this year's meeting, held last
month, 25 managers from cedent
companies attended 15 sessions
on a variety of subjects, including
pricing, e-commerce, return on
equity, health care, alternative
risk transfer, securitization, crop
and hail coverage, risk-based capi-

tai, and space and satellite insur-
ance and reinsurance.

The ART session included a dis-
cussion of enterprise risk manage-
ment and the ways to cover a
blend of traditionally insured risks
and other business risks, Mr.
Aubrey-Smith said.

"Everybody has been hearing
about enterprise risk for some
time, but it is often hard for the
typical insurance buyer to grasp,
because they have not been in-
volved in the other disciplines," he
said.

The sessions provide informa-
tion on reinsurance topics, but,
equally importantly, the event al-
lows delegates to meet with other
reinsurance buyers around the
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world and exchange ideas, said
Gerhard Book, head of reinsur-
ance at Westfaelische Provinzial
Insurance, a Munster, Germany-
based insurer, who attended the

'Our best customers

are usually our

best-infbormed

customers.’

Peter R. Aubrey-Smith

St. Paul Re

meeting.

"l get an impression of the rein-
surance business in the United
States, the United Kingdom, Asia
and elsewhere, and we exchange
ideas," he said.

For example, the concept of
risk-adiusted capital is just being
introduced in Germany, but in the
United States it is a well-estab-
lished way of managing insurance
companies, Mr. Book said.

Staff in the reinsurance depart-
ment a: CGNU P.L.C. attend sev-
eral reinsurer-sponsored educa-
tional conferences as part of their
ongoing training, said Craig C.
Patterson, head of group reinsur-
ance operations at the London-
based multiline insurer, who at-
tended the St. Paul Re seminar.

Mr. Patterson said the session
on securitization and finite cover-
age was particularly useful and
pertinent for an insurer such as

CGNU, which is the product of
several large-scale mergers.

"As insurers go through mergers
and consolidations, their pro-
grams become larger and larger,
and it's important that the differ-
ent solutions are reviewed," he
said.

Swiss Re America Corp. also of-
fers educational seminars to its ce-
dents, said Urs Nussbaum, chief
e-business officer at the Armonk,
N.Y.-based reinsurer.

This fall, Swiss Re will invite ce-
dents to attend a one-day seminar
on online risks, he said.

The seminar will discuss online
risks and how related losses can
constitute property damage, Mr.
Nussbaum said.

The seminar will involve a panel
discussion, with cedents, Swiss Re
underwriters, government offi-
cials, and representatives from
technology companies all taking
part, he said.

The seminars are valuable for

clients because the events allow
them to "benchmark" their own
underwriting policies against
those of their peers, Mr. Nuss-
baum said. "And it is an opportu-
nity to exchange views with peo-
pie who have a similar function,”

he said.

The clients can also access the
extensive research-and-develop-
ment resources of Swiss Re in a
nonbusiness environment, Mr.
Nussbaum said.

Swiss Re benefits from the ex-

change of ideas with clients,
which allows the reinsurer to

show cedents that it is working
with them on risk analysis issues,
he said. In addition, the forum
«allows us to get an understand-
ing of how much coverage the
clients are willing to give, so we
can get a sense of where the mar-
ket is going,"” Mr. Nussbaum said.

Swiss Re also offers educational
material to its cedents through the
publication of its "sigma" re-
search studies, as well as a wide
range of publications and other

information that the reinsurer

makes available over the Internet, 1

he ssaid.
Employers Reinsurance Corp.

has been increasingly using the In- 1
ternet in the educational services it
provides to cedents, said Robert
Reader, e-business leader for |
property/casualty in the Americas,

at the Overland Park, Kan.-based j

reinsurer.

Employers Re launched its 1
myreinsurance.com Web site last
June to offer facultative reinsur-
ance and small reinsurance
treaties online.

"In addition to the transactional
services, we include supplemental

See Educate on page 12D

Insurance training mines
Denver's employee prospects

By SALLY ROBERTS
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not be likely to place Den
the same category.

But the Mile High City hopes to
boost its stature wichin the insur-
ance industry by creating a work-
force that is trained and ready to
step into insurance jobs. The way
Denver Mayor Wellington Webb's
Office of Economic Development
and International Trade sees it, if
the city builds a capable and ready
workforce, insurance companies
and agencies will come.

With this goal in mind, Mayor
Webb's office created the Colorado
Insurance Development Group,
which in 1998 turned to the Profes-
sional Independent Insurance
Agents of Colorado and the Rocky

Mountain Insurance Information

Assn. for help. What resulted was
INVEST of Colorado.

INVEST, which stands for Insur-
ance Vocational Education Student
Training, is a 30-year-old nonprofit
national educational program that
can be tailored to suit the needs of

an individual communities. Admin-
istered by the Independent Agents
of America Inc., INVEST classes are
taught in high schools and commu-
nity colleges and prepare students
for insurance industry jobs.

According to the national INVEST
program, based in Alexandria, Va.,
roughly two-thirds of those gradu-
ates who have participated in the
INVEST program secure jobs within
the insurance industry.

With that statistic in mind, the
Colorado Insurance Development
Group was sold on InVEST.

"We wanted to make sure we had
a strong financial and insurance in-
dustry in Denver: and we wanted to
provide as much infrastructure as
possible to make the industry

strong, said Mary Beth Vaught,
economic development specialist
for Denver's Office of Economic
Development and International
Trade. "One component of that is
the workforce," Ms. Vaught said.
"We see (INVEST) as a means to

See INVEST on page 120



agine helping others reach
__ their full potential.

Imcigine a :proﬁtable

ﬁ partnership taking root.
S
1
Imagine fostering a relationship 1
with somebody you can depend on. |

Lo |

R

*

o

T X

5 Imagine growing a business
5 with someone who cares.

1«

o ."' 3 » 4 ~ --‘ ’ - ey T "
GMAL i5'a tegistered servien tmark of the General Motors Accaptance Corporinon. €2900 GMAL A% Hiohts Reskrved

To find out what a relationship with us could do for your company, call 1-800-380-4055 or visit www.gmacre.com. GMAC RE




120 /June 18. 2001. Businessinsurance

INSURER TOPRPICS

INVEST

Continued from page 128
strengthen the workforce of the in-
surance industry in Denver."

Denver is not alone in establishing
its own INVEST program-more
than 230 schools in 25 states are op-
erating INVEST programs-but it is
unique in that the insurance indus-
try is working with the local govern-
ment to promote the effort, said
Barbara Miller-Richards, executive
director of the national INVEST pro-
grarn.

"It's so smart,” Ms. Miller-
Richards said. "When you look at
companies relocating to a new city,
they look at local schools not only
for their employees' children but
also for potential workforce. Com-
panies are not going to relocate their

business to a place they cannot re-
cruit folks."

Both new and well-established
companies in the insurance industry
find recruiting talented individuals
in Denver to be a big challenge.

"We consider it a crisis situation,"
said Carole Walker, executive direc-
tor of the Rocky Mountain Insur-
ance Information Assn. "We have
one of the lowest unemployment
rates in the country. Insurance com-
panies and agencies cannot get the
quality people power to fill these
jobs."

Educate

Continued from page 128

information to help customers,”
Mr. Reader said.

The articles and information
that Employers Re makes avail-
able cover a wide range of casual-
ty topics, such as casualty claims,
directors and officers liability, er-
rors and omissions, industry-spe-
cific news and research, and infor-
mation on how to buy reinsur-
ance, he said.

Each topic is broken down into
"knowledge" and "focus"
The knowledge area provides in-
formation that is typically more
detailed than that which is widely
available, Mr. Reader said. For
example, it may include case stud-
ies on a given casualty issue.

The "focus" area provides tools
to help cedents underwrite, such
as templates for claims processing
or best-practices information, he

said.

areas.

The Web site also includes an
"Ask the Experts” section,
through which cedents can submit
a query, and an Employers Re
specialist will respond within 24
hours, Mr. Reader said.

The Web site has proved popu-
tar with cedents, he said.

"The most popular is the profes-
sional liability section. That is an
emerging area where there is a lot
of claims activity, but it is not so

well defined by court rulings,
Mr. Reader said.

The information and services

available on the Web site can be

accessed by all Employers Re ce-
cdAderx»t= _ 1 N1

Supporters of INVEST of Col-
orado hope the program will make
a difference.

Beginning in the 1999/2000
school year, INVEST classes were of-
fered as an elective to students in
four Denver public high schools, all
of which have diverse student bod-
ies. Approximately 40 seniors elect-
ed to take the INVEST class that first
year. During the 2000/2001 school
year, 43 seniors from three Denver
high schools participated in the pro-
grain.

The education program has a
hands-on curriculum. Students form
and operate model auto insurance
agencies and an insurance company
home office in the classroom. The
students rotate through various po-
sitions in the home office and en-
gage in insurance business activities
that include processing applications,
rating, accounting, loss control and
claims haddling.

In addition to learning the ins and
outs of an auto insurance agency
and company, students are given a
broad-based introduction to all as-
pects of the insurance industry and a
general business education, said Bar-
bara D. Fidler, executive vp of PI-
IAC and chairman of INVEST of
Colorado.

"When we talk to the kids about
insurance, we talk to them in a
broad sense" about career opportu-
nities, Ms. Fidler said. The students

are told that such areas of study as
law, accounting, science and nursing
are all applicable to the insurance in-
dustry.

Students also receive hands-on ex-
perience through internships and
visits to local insurance companies
and agencies.

'If nothing else, we
educate kids on wh)'
they need insumnce

and, hope/WI)4 the
kids take that home to

their parents.'

- Carole Walker

Rocky Mountain
Insurance Information Assn.

In March, for example, INVEST of
Colorado hosted its first «job shad-
owing event," Ms. Fidler explained.
Nearly 20 students from three Den-
ver public high schools visited Pin-
nacol Assurance, Van Gilder Insur-
ance Group or Hilb Rogal &
Hamilton and shadowed insurance
professionals for the day to learn
more about what their jobs entail.

In addition to providing informa-
tion about the insurance industry,
InVEST also awards scholarships to

graduating seniors interested in
studying business in college. During
its first school year, INVEST of Col-
orado awarded one $1,000 scholar-
ship to a graduating senior, and the
national INVEST program awarded
another $1,000 scholarship to a
Denver senior, Ms. Fidler said.

This year, INVEST of Colorado
granted two $1,000 scholarships to
two graduating seniors who also re-
ceived one $1,000 and one $5,000
scholarships from the national pro-
gram, she said.

But the program does not come
without challenges.

INVEST of Colorado is funded
solely through contributions from
insurance companies, agencies,
foundations and other organiza-
tions.

"It's a huge commitment on the
part of the industry to get the pro-
gram going," Ms. Walker said.

Thus far, the industry has given
generously, donating computers,
textbooks, time and money. This
year, for example, the Surplus Lines
Assn. of Colorado committed
$5,000 in scholarship money to In-
VEST of Colorado, Ms. Fidler said.

Although it is too early to deter-
mine whether INVEST of Colorado
will achieve its goals, industry par-
ticipants have expressed enthusi-

"I'm optimistic to the point where
I'm reallistic," said Mark Jenkins,

president of Jenkins Insurance
Agency Inc. in Englewood, Colo.
Although most of the program's
courses are taught by full-time
teachers, Mr. Jenkins, who obtained
an adjunct teaching license, has been
teaching an InVEST class at Engle-
wood High School every other day
for three years.

Mr. Jenkins established the insur-
ance class at Englewood High
School prior to the formation of In-
VEST of Colorado; his class now
makes up part of INnVEST's pro-
gram.

"There is great demand for people
in insurance,"” Mr. Jenkins said,
adding that he is optimistic that
some INVEST students will eventu-
ally assume jobs in the field. "I'd be
happy if one student goes into the
industry," he said, noting that two
students at Englewood High are in-
terning at his independent agency.

The Rocky Mountain Insurance
Information Assn.'s Ms. Walker
pointed out that even if students
never enter the insurance industry as
a profession, the program is still

valuable.

"It's a nice way to address the is-
sue of lack of awareness in insur-
ance in general in lower-income ur-
ban neighborhoods," Ms. Walker
said. "If nothing else, we educate
kids on why they need insurance
and, hopefully, the kids take that
home to their parents.”

Talk of federal insurance regulation
becoming louder in Washington

By MARK A. HOFMANN

1 C|rcIeS| Whashington i now bei g

Thet pic is an increased federal
role in insurance regulation. The subject was
once nearly taboo because the McCarran-Fer-
guson Act of 1945 formally gave states the
right to oversee the business of insurance. But
increasing dissatisfaction with the way states
regulate insurance-along with the 1999 en-
actment of the Gramm-Leach-Bliley Act to
lower barriers that had kept separate the insur-
ance, banking and securities industries since
the Great Depression-has given new impetus
to advocates of an larger federal regulatory
role.

In fact, the House Financial Services Com-
mittee plans to begin discussing optional feder-
al chartering of insurance companies this fall,
according to the chairman of one of the par.el's
subcommittees. But right now, Congress is fo-
cusing on improving the way states license
agents and brokers.

The announcement that lawmakers will con-
sider federal chartering came as the House Sub-
committee on Capital Markets, Insurance and
Government Sponsored Enterprises heard testi-
mony on state efforts to avoid the creation of a
new National Assn. of Registered Agents and
Brokers. The NARAB would oversee a nation-
al clearinghouse for producer licensing, stream-
lining what many producers regard as a cum-
bersome, duplicative and expensive state-based

system. While NARAB is favored by some in

the producer community, it is opposed by the
National Assn. of Insurance Commissioners.

The NAIC has been work-

ing for 130 years to achieve
some form of regulatorr
uniformity. | wish they
could have solved the prob-
lem, but ther clearly have

not.’

Rep. Sue Kelly
R-N.Y.

The subcommittee's chairman-Rep.
Richard Baker, R-La.-stressed that though
the committee would discuss optional federal
chartering it would not necessarily consider
legislation to bring it about. Currently, insurers
are chartered and regulated by individual
states, and the development of federal charter-
ing proposals has divided underwriters as
much as the creation of NARAB has divided
producers.

At the May 16 hearing, members of the sub-
committee heard testimony concerning states'
enactment of laws that allow reciprocity in
agent licensing, resulting in treatment of non-
resident agents equal to that granted to in-state
agents. The Gramm-Leach-Bliley Act requires

that at least 29 states enact reciprocity by Nov.
12, 2002, to preclude the creation of NARAB.

By the time of the hearing, 21 states had ap-
proved such legislation, though it isn't clear
whether all of the laws actually meet the
Gramm-Leach-Bliley requirements. Witnesses
representing state regulators and producers
alike said they believe the deadline would be
met, though brokers are concerned that the
country's largest states would not enact the leg-
islation and, consequently, would not be
bound by reciprocity requirements.

But it was evident at the hearing that re-
ciprocity, even if it were to apply to all states,
would not be enough to satisfy the critics of
state regulation. That much was clear from the
opening comments of Rep. Sue Kelly, R-N.Y .,
the guiding force behind NARAB. Rep. Kelly
testified before the panel about the desirability
of true uniformity in the state licensing of pro-
ducers.

"Let me begin by reading to you a quote
which demonstrates both the desire of state
regulators to achieve the uniform licensing
standards and the impediments to it," Rep.
Kelly said.

""The commissioners are now fully prepared
to go before their various legislative commit-
tees with recommendations for a system of in-
surance law which shall be the same in all
states-not reciprocal but identical, not retalia-
tory but uniform,"™ she read.

Rep. Kelly said the statement she read had
been made by former New York Insurdince
Commissioner George W. Miller, the founder
of the NAIC, at the group's first meeting in

Continued on next page



1871. "Since then," Rep. Kelly said,
"the NAIC has been working for
130 years to achieve some form of
regulatory uniformity. | wish they
could have solved the problem, but
they clearly have not."

Rep. Kelly said that states should
enact true uniformity before the end
of the decade. "As evidenced by the
states' continuing effort to avoid
NARAB implementation, the states
will act if we give them the right in-
centive," she said. Rep. Kelly said
uniformity would ensure that pro-
ducers "can focus on providing the
best insurance service at the lowest
cost to consumers-not continuing
to hire extra staff to attempt to
comply with the staggering com-

plexity of SO insurance regulatory
standards.”

A former chairman of the Wash-

ington-based Council of Insurance
Agents & Brokers underscored the
costs associated with the current li-
censing system as he fielded ques-
tions from the panel.

Albert R. Counselman, president
and chief executive officer of Balti-
more-based Riggs, Counselman,
Michaels & Downes-the largest
independent agency/brokerage in
Maryland-said his agency spends
about $100,000 a year to meet state
licensing requirements. Mr. Coun-
selman noted that he had testified
on the matter before Congress four
years ago; he said that though he
wished he could report that the situ-
ation had improved dramatically,
"unfortunately, that is just not the
case."

While Mr. Counselman said that

the number of licenses that the firm
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must maintain has dropped to 90
from the 100 it had to hold four
years ago, he said the licensing pro-
cess has improved only slightly.
Some states still do not accept the
uniform nonresident licensing appli-
cation developed by the NAIC, he
said, and some retain protectionist
policies. Citing an example, Mr.
Counselman said that even though
he secured a nonresident license in
Texas, he is not permitted to solicit
business from any Texas resident.
Mr. Counselman praised the
NARAB provision for its "Bunsen

burner effect” in getting states to act
on reform. He also saluted the

NAIC for urging further reform,
but he made clear that the CIAB be-
lieves the pace is still far too slow.

Even a witness opposed to the cre-
ation of NARAB called for reform
of the system.

"Despite our longstanding sup-
port for state regulation and effec-
tive licensing laws, we feel that the
current licensing system does not
operate as efficiently as it should,”
said Ronald A. Smith, a past presi-
dent of the Alexandria, Va.-based
Independent Insurance Agents of
America and the agent group's cur-
rent state government affairs chair-
man. Mr. Smith, who is president of

Smith, Sawyer & Smith Inc. in
Rochester, Ind., also testified on be-

half of the National Assn. of Insur-
ance & Financial Advisors and the
National Assn. of Professional In-
surance Agents.

Like Mr. Counselman,-Mr. Smith
advocated uniformity. While stress-
ing the IIAA's continued commit-

ment to state--rather than feder-

al-insurance regulation, Mr. Smith
also called on the Financial Services
Committee to use its oversight to
encourage reform.

Colorado Insurance Commission-
er William J. Kirven, testifying on
behalf of the NAIC, tried to assure
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the House subcommittee that the
NAIC sought regulatory homo-
geneity as well. "Our long-term
goal is uniformity,” Mr. Kirven
said.

Rep. Kelly asked him when that
goal would be achieved.

"l don't know why we couldn't
reach uniformity within another
three years," Mr. Kirven replied.

At the end of the hearing, Rep.
Kelly told Mr. Kirven to deliver a
one-word message to the NAIC-
"uniformity.” If the state regulators
couldn't bring about uniformity,
Rep. Kelly said, Congress would be
quite willing to help them. m

Need a Complete Claims Workflow Solution?

- Auto N L \

v Previously known as ClaimsXL: Claims3 is

fast becoming more than an automobile

claims service. With the Claims3 automobile

service in production, we are on our way to

delivering a workers' compensation module,

and then property/liability - all containing

features tailored to each product line.

Claims3 is an automated claims workflow

solution that creates fully imaged claims

files, allows your claims adiusters to manage

them online, and integrates with third party

information sources.

Call us toll free at 1-866-448-1776 (ext. 238)

or visit our website at www.claimscube.com

to find out more about Claims3.

A service provided by: Bridiun-

7SS

Claims3 offers 3-dimensional service

I L a1

Claim33 can offer your company:

« A complement (not a replacement) to your

company's current work processes and claims systems.

« A reduction in overall claims costs up to 30%

through process efficiency.

« Integration of MVR, Police Report Appraisals,

Indexing, and more with your workflow.

« Subrogation and Salvage tools for your adiusters

« The ability to purchase only services you need

-\\1/TM

Claims 3/

(6]mirmj f]81) iIDe JP©%tair (053



12F / June 18, 2001, Business/#surance

I =——— U — W < o F— 1 < - —

ACORD strategy simplifies data sharing for insurers

By MICHAEL BRADFORD

ata swapping within the
insurance industry could
become much simpler if
ACORD's vision be-
comes reality.

ACORD, or the Assn.
for Cooperative Operations Re-
search, is embarking on a strategy it
calls eMerge, which is aimed at inte-
grating existing data standards for
insurance companies, intermediaries
and reinsurance companies into a
single shared standard.

The common standard also
would be available for use by those
companies' partners in other indus-
tries and could simplify the amount
of work it currently takes for all par-
ties to enter data required for a trans-
action.

In a related move, ACORD is ex-
panding internationally to assume
responsibility for standards devel-
oped by WISe, a non-profit, indus-

Reinsurance transactions gain

By MICHAEL BRADFORD

OIS TS

written through online
methods is "slowly starting to pick up
speed," said William R. Ludwick, vp
and manager of Am Re-Solutions, a
unit of American Re-Insurance Co. in
Princeton, NJ. Business is being "sub-
mitted, quoted and bound online," he
noted.

Mr. Ludwick and other participants
in a panel discussion held last month
at the ACORD Technology Confer-
ence in Lake Buena Vista, Fla., agreed
that while Internet transactions are in-
creasing, reinsurers are lagging behind
other financial services companies in
taking their business online. They con-
tinue to struggle with how best to
serve their client:s over the Web.

"There are a number of issues going
on," said Paul Henriod, president of
eReinsure.com in New York. "This is
going to be a gradual, evolutionary
process."

try-owned organization based in
London that is backed by the
world's leading insurers, reinsurers
and brokers. WISe was formed in
June 1999 through the merger of the
Reinsurance & Insurance Network,
the London Insurance Market Net-
work and the Worldwide Insurance
Network. ACORD will open offices
in Brussels, Belgium, and London as
it expands to service the WISe stan-
dards and work to develop its global
eMerge concept.

The globalization of the insurance
market and the convergence of fi-
nancial services have made it neces-
sary for companies to be able to
communicate easier and faster, ac-
cording to Tana Sabatino, assistant
vp of standards at ACORD, based in
Pearl River, N.Y. "The lines and the
silos that we've operated in really are
becoming quite blurred," she said at
ACORD's recent technology confer-

ence.

"We're at a point now where

Mr. Henriod said he believes pro-
prietary platforms, cedent-driven solu-
tions and new marketplaces will be
created to handle online reinsurance
transactions. eReinsure, he explained,
is "a neutral platform" that will pro-
vide a place where each party in a fae
ultative reinsurance transaction can
come together to complete the deal in
an efficient manner.

That neutral space is preferable to
participant-owned platforms, he stat-
ed, because "cedents, consumers and
brokers will all feel uncomfortable in
an environment created by the oth-
on."

The idea behind a neutral platform
is to provide access to "all providers
of capacity," Mr. Henriod said. As
reinsurers increasingly take to the In-
ternet, it becomes harder for cedents
to reach them all, he noted. "Our job
is to provide a bridge between all of
them."

eReinsure frequently hears from in-
surers that are not interested in doing

the work it takes to access all of their

reinsurers' proprietary sites, Mr. Hen-
riod said.

He said eReinsure has begun han-

1,600 attend conference

et

enthusiasm at
ACORD's Technology Confer-
ence held there.

Attendees got used to the
smell of smoke from fires that
burned hundreds of acres in cen-
tral Florida. The fires didn't
threaten the resort but did pro-

duce a haze over the area.

This year's conference, held

May 20-22, drew about 1,600
attendees to hear presentations
by technology experts and oth-
ers who discussed topics includ-
ing ACORD's new eMerge sin-
gte-standard initiative, privacy
issues that agents face, Internet
trends, various e-business issues
and other topics.

Next year's meeting, sched-
uled for May 19-22, again will
be held at the Dolphin. Informa-
tion is available from ACORD
at 1-800-444-3341

or at

www.acord.org.

we're all connected and there truly is
a need to communicate" with com-
mon dara standards, Ms. Sabatino
said. She said eMerge is a "global
framework" for all businesses to use,
and not one "that is unique to insur-
ance. This is a key component of this

ACORD

plan."

Ms. Sabatino said that making the
standard available to all businesses
gives insurance-related businesses
"many more options than they
would have if they had an insurance-
specific platform."

ACORD plans to test the standard
in a pilot project that is scheduled for
completion in November 2002. The
organization is partnering with other
standards bodies so that its resulting

dling transactions between insurers
and reinsurers in a "test environment"
and the Internet platform expects to
be generating business between the
parties within the next few months.

Another Internet operation is con-
sidering a different approach to han-
dling reinsurance transactions.

inreon Ltd. wants to "significantly
simplify the process," said Andrew
K.L. Duxbury, head of marketing at
London-based inreon, an online pro-
ject backed by Munich Reinsurance
Co., SCOR S.A., Swiss Reinsurance
Co. and other companies.

inreon's developers are considering
a platform that in its initial form
would allow a reinsurance buyer to
enter a request for a property reinsur-
ance quote on a single template. The
seller responds with the quote in what
Mr. Duxbury described as a "very
straightforward process that requires
no negotiation.”

There would, however, be an op-
portunity for the buyer to ask for a
better price, he explained.

But while it sounds simple, Mr.
Duxbury conceded that a hesitant and
somewhat skeptical marketplace isn't

standard can accommodate the
needs of different types of businesses,
accor |ing to Ms. Sabatino.

Gregory Maciag, president and
chief executive officer of ACORD,
said during a presentation at the con-
ference that the organization has had
a relationship with WISe since that
group's formation in 1999. Like
ACORD, it is a non-profit organiza-

tion that develops and promotes
data standards. "WISe" stands for

"worldwide insurance e-commerce."”

Mr. Maciag said the groups would
begin working together on July 1.

The convergence of the two groups
"reflects the change in our business
and the globalization of the market-
place," said John Leonard, chairman
of ACC)RI)'s board of directors and
president of Maine Employers Mu-
tual Insurance Co.

Rob White-Cooper, chairman of
WI[Se's board of directors and a se-
nior director with Marsh Inc., said
during the conference that the "op-

portunity to integrate the standards
activities of WISe and ACORD will
be a very exciting breakthrough for
e-commerce in our industry." Com-
bining the two groups' efforts "will
give the industry an extremely pow-
erful force for change," he said.

Ms. Sabatino said that agents and
insurers need not worry about the
fate of their current efforts to imple-
ment ACORD's XML--or extensi-
ble markup language-standard for
exchanging electronic data in light of
the organization's new direction. She
said ACORD would continue to

support the XML standard "as long
as the market demands."”

XML is similar to hypertext
markup language, but unlike
HTML, XML lets those who ex-
change data over the Internet the
ability to define data in specific ways.

XML will be a cornerstone of the
eMerge platform, Ms. Sabatino said,
and she called eMerge a "natural
evolution" of the XML standard.

foothold on Internet

quite ready for such a platform. Inre-
on's developers continue to work with
reinsurers, brokers and insurers to
iron out an approach that could be
used by such an "independent Inter-
net-based exchange," he said.

Mr. Ludwick said American Re's
"job is to make sure that we are ready

to accept business in any way the
client sees fit."

He said he believes the Internet
landscape will be populated with pro-
prietary systems, independent plat-
forms and solutions developed by

reinsurance clients. Reinsurers will

have to be ready to respond to
whichever method the client chooses
to use, Mr. Ludwick emphasized.

Panelists pointed out that insurers
and brokers have some concerns with
doing business over the Internet, par-
ticularly when it comes to the issue of
the traditional face-to-face transac-
tion.

Online reinsurance transactions at
eReinsure are "not going to replace
the foundation of negotiation of two
parties in long-standing relation-
ships," Mr. Henriod stated. "Here,
we're in a place where each of the

constituent parties brings value to the
transaction. The direct models work
efkctively, the brokermodels work ef-
fectively. Our job at eReinsure is to
sustain the existing business work-
flows, not to reinvent them. Process
improvements and cost reductions
must coexist with market relation-
ships. Successful technology won't un-
dermine existing relationships, instead
it will sustain and strengthen them."

Mr. Henriod said "any platform
that is successful will have to support
the ability to negotiate" and not just
provide a quote.

Mr. Duxbury said inreon's develop-
ers are staying busy explaining to un-
derwriters with decades of experience
how an Internet platform can reduce
that expertise to a computerized tem-
plate. Some in the industry worry that
their jobs will disappear if Internet
transactions take hold, he noted.

Also on the panel was Janet S. John-
ston, assistant vp and director of client
services at Lincoln National Reassur-
ance Co. in Fort Wayne, Ind. The ses-
sion was moderated by Frank Nutter,
president of the Reinsurance Assn. of
America in Washington.

Making sites click with clients

Corporate sites must keep up with technology, customers

By MICHAEL BRADFORD

o it fast and in more
than one language. And
while you're at it, take a
look at what everyone

else is doing. That's
some of the advice an In-

ternet consultant offers to insurance
companies and agencies that are
looking to boost the performance of
their Web pages.

Speaking at the ACORD Tech-
nology Conference last month at

Walt Disney World in Lake Buena
Vista, Fla., Russ Haynal urged in-
surance industry companies to stay
current on Internet trends. "This is
a new form of literacy that your
customers will be speaking, your
business and trading partners will
be speaking. We have learned how
to read, write and speak," said Mr.
Haynal. "Now we have to learn to
Surf..

Mr. Haynal, an independent In-
ternet consultant based in Ashburn,
Va., suggested that insurers and

agents consider posting their Web
pages simultaneously in languages
other than English. "Historically,
you could get away with publishing
your page in English because the
majority of your customers spoke
English," he said.

But as the U.S. population be-
comes more diverse, with residents
who speak other languages, and as
business becomes more global, it is
increasingly important to reach
non-English speakers who are po-

See ACORD on next page
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Questionable claims finding some success in court

By Gregory D. Hopp

Te all know that people

have 3,remarkable

their moral faculties when

dealing with insurance
companies. That is the reason
that law books are full of cases
involving people who "forgot"
about their last bypass surgery
when they applied for life

insurance.

But this conduct is hardly

limited to individuals. Some of

America's largest companies
have shown the same
tendencies, if not when applying
for insurance, then at least
when making a claim.

Claims are only getting
bolder, even if this trend is not
altogether new. Johnson &
Johnson sought insurance
recovery for the costs of
withdrawing Tylenol from the
market after a tampering
incident in the 19805-even
though the company had
decided not to purchase product
recall insurance. Proctor &
Gamble Co. sought insurance
recovery of the office overhead
and salaries paid to its in-house
lawyers-arguing those were
defense costs in connection with
the toxic shock syndrome
litigation the company faced in

ACORD

tential customers, he said. U.S. or-
ganizations that are publishing
pages simultaneously in Spanish
are experiencing increased sales,
Mr. Haynal noted. "As you pub-
lish your content on the Internet,
you may want to look forward to
having alternative language ver-
sions up there."

He said figures compiled by
Global Reach, a marketing com-
pany in San Francisco, show there
are around 20 million Spanish-
speaking Internet users worldwide
and that number is expected to
grow to about 60 million by
2003. The biggest increase will be
in Chinese-speaking Internet
users, from 40 million worldwide
today to 160 million projected by
2003.

When users do find a Web page,
they want a quick response, ac-
cording to Mr. Haynal.

As more Internet users move to
high-speed access, they are losing
patience with pages that don't
quickly load, Mr. Haynal noted.
"When they click on that
link...they expect to see some-
thing now."

There have been many studies
on how long users will wait for a
page to download, Mr. Haynal
pointed out, and if a page takes a
[aggardly 10 to 20 seconds to ap-
pear, studies show that users will

the '80s. And recently,
companies such as Nike Inc.
have sought insurance recovery
for Y2K remediation
expenditures-even though
these expenses were incurred

voluntarily, to avoid paying
claims that would not have

been covered under most first-
party policies anyway.

To some extent, this behavior
has been encouraged by the

courts. Just last year, an
Arizona federal court in

American Guarantee 6

Liability Insurance Co. vs.
Ingram Micro Inc. (BI, June 12,
2000) ignored clear language in
a first-party policy requiring
that the policyholder sustain
direct physical loss to make a
claim. Instead, the court
determined that "physical
damage" must include a mere
"loss of functionality." Why?
Because, the court explained,
"computer technology
dominates our professional as
well as personal lives."

This is a dramatic example of
some courts' willingness to
rewrite policy language, but the
exercise is common enough that
courts even have a widely used
euphemism for it: "the doctrine
of reasonable expectations.”

Perhaps emboldened by this
view, as well as by court

bail out and go elsewhere. Or, if
they are trying to pull up informa-
tion from a page and that amount
of time goes by with no results,
they may turn to the toll free
number instead. That means ei-
ther a lost sales opportunity or in-
creased support costs, he said.

Mr. Haynal said companies can
use the Internet to keep an eye on
competitors by using a service
called Company Sleuth at
www. companysleuth.com.

By designating a number of
competitors to be watched by
Company Sleuth, users can re-
ceive daily reports that give a siz-
able amount of information on
certain of the competitors' activi-
ties, Mr. Haynal said. The reports
reveal lawsuits filed against a
company, trademarks the com-
petitor is seeking, domain names
it has registered, whether it is
mentioned in investor reports,
press announcements it has issued
and other information.

To illustrate how the service
works, Mr. Haynal called up a re-
port on domain names registered
by Lucent Technologies. The
lengthy list of names gave some
hints as to what new communica-
tions services the company might
be planning to unveil. Such infor-
mation can be useful to the com-
pany's competitors, he suggested,
and agents and insurers can use
the service to look for similar

clues as to where their competi-
tion is headed.

IT PERSPECTIVE

decisions involving coverage for
asbestos and environmental
liabilities, policyholders have
increasingly sought to obtain

coverage under their liability
insurance for even intentional

business torts.

Companies sometimes allege
that claims arising out of any

advertising (and what business
conduct does not?) is covered
under advertising injury
liability. They allege that the
company's hardbaillitigation
tactics, giving rise to class
action claims, resulted in
personal injury caused by
"malicious prosecution.” Or
they allege that antitrust
conduct results in personal
injury caused by economic

These claims matter to the

insurance industry because of
the size of the exposure they
represent. While runaway
product liability verdicts
command more media
attention, last year's biggest
verdicts included a $324 million
verdict in a patent infringement
claim, a $233 million verdict in

a securities fraud case, and a
$181 million verdict in a

business conduct that involves
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breach-of-contract suit.
Moreover, punitive damages are
awarded frequently in
commercial cases, and when
they are awarded, the sky's the
limit. Remember the Pennzoil-
Texaco litigation?

Luckily, most courts have
rejected this new wave of claims
for coverage of business torts.
But the unfortunate consequence
of the nationalization of the law
business is that opinions out of
an obscure trial court-such as
the Arizona federal court last
year--can spread like a virus
with the proper backing of
policyholder lawyers. So, despite
the insurance industry's success

to date, claims involving
business torts must be resisted

with all available means.
Following are the three main

categories of claims for business
torts that insurers have faced.

Advertising injury

Advertising injury liability
coverage is perhaps the favorite
focal point of litigation seeking
coverage for business torts. The
Liggett Group, for example, has
made a claim for its tobacco
liabilities, despite the fact that
those liabilities are largely based
on a 40-year conspiracy to
conceal the health risks of
smoking, and an illegal effort to
market cigarettes to minors.

USX Corp. made various
coverage claims, including

advertising injury, in connection
with a nearly $600 million
verdict for participating in a 20-
year conspiracy to violate state
and federal antitrust laws. On a
smaller scale, Medline Industries
Inc., a closely held manufacturer
of medical supplies, last year
sought a defense from its
commercial general liability
insurer for litigation alleging
that the company had stolen a
business plan from another
company with which it did
business.

Perhaps there is some basic
appeal to the simplistic claim:
We advertised, and therefore we
have advertising injury liability
cover. At least in the case of the
claims by Medline and USX,
however, the trial courts rejected
this oversimplification of the
coverage.

They adhered to the
increasingly well-established test
for advertising injury liability
coverage, which requires the
widespread dissemination of
promotional material,
underlying allegations that fit
within the policy's "enumerated
offenses"-such as the
"misappropriation of advertising
ideas or style of doing
business"-and an injury
sustained "in the course of" (not
merely incidental to) advertising
activity. Yet these claims have
not gone away, and as the
litigation piles up, the potential
for bad law grows.

Malicious prosecution

Many p61icies also provide

coverage for liability on account
of personal injury caused by
various offenses, including
"malicious prosecution." To
date, courts have defined the
offense of malicious prosecution
narrowly, requiring that the
litigation be brought "without
probable cause." Courts also
require that malicious litigation
activity cause "special injury" to
the litigant-something more
than the burden and cost of

responding to legal proceedings.

'Insurers' success in

defeating these

daims depends in
large part on their
success in keeping the
courts /bcused on the
public policy implica-
lions of allowing cov-

emge in such arcum-

stances.’

Still, these substantial limitations
have not forestalled creative
efforts to obtain coverage.

A number of years ago, several
retailers got into trouble for
persuading bankrupt consumers
to sign debt reaffirmation
agreements that were neither
disclosed nor approved by the
bankruptcy court. This

corporate conduct spawned
quasi-criminal investigations;
fines were paid. Still, the
managers of several large credit
card operations submitted these
costs to their insurers, alleging
that the liabilities arose from
personal injury caused by
"malicious prosecution."
Similarly, a drug company
sought "malicious prosecution”
coverage for class-action
litigation that alleged that the
company had filed baseless
patent infringement litigation
intended to delay the
introduction of a generic
competitor to one of the
company's own drugs.

Discrimination

Finally, companies have used
the "discrimination" element of
personal injury coverage to seek

indemnity for their intentional
business conduct under the

notion of "economic
discrimination." For example,
Microsoft Corp. has filed suit
against a number of its insurers,
contending that private antitrust
litigation filed against the
company involves allegations of
"discrimination.”

Similarly, another major
pharmaceutical company two
years ago submitted a claim in
connection with prescription
drug antitrust litigation that
alleged that the drug companies
charged retail pharmacies more
for their products than they
charged health maintenance
organizations.

Unfortunately, there is

precedent for these claims, in the
form of a decision by the 7th
U.S. Circuit Court of Appeals in
Federal Insurance Co. vs. Strob
Brewing Co (BI, Sept. 21,

1998).

In that decision, a denial of
coverage, a defense duty and the
"reasonable expectations"
doctrine led the court to accept
the suggestion that
discrimination can be economic,
as well as employment-related.
Whether in the guise of
advertising claims, malicious
prosecution claims or
discrimination claims, these
attempts to shoehorn intentional
business torts into liability
coverage share one essential

characteristic: They represent an
attack on the fundamental

nature of the CGL form.

Insurers' success in defeating
these claims depends in large
part on their success in keeping
the courts focused on the public-
policy implications of allowing
coverage in such circumstances.
In the words of the court in
USX, shifting the loss from a
willing participant in a
conspiracy to restrain trade to
an insurer "is the type of
pernicious mischief which
Pennsylvania public policy
prohibits."

This good moral sense has

prevailed to date, but the battle
lines have been drawn. 1

Gregory D. Hopp is a member
of tbe Cozen & O'Connor law
firm in Cbicago.

Tools offer automated claims processing online

NEW  YORK-Management

and technology consulting firm
Accenture has introduced a new
suite of component-based solu-
tions that can be customized to
help property/casualty insurers im-
prove claims processing efficiency
and reduce loss costs.

Called Claim Components, the
tools allow property/casualty in-
surers to automate claims process-
ing via the Internet. Claim Com-
ponents is in use at five leading
property/casualty insurers, accord-
ing to Accenture.

According to a recent Accenture
study that looked at more than
7,000 settled claims from through-
out North America and Europe,
new technology and workforce
training can reduce insurance
companies' claim settlement costs
by up to 15%.

Claim Components' features in-
clude:

- Claim Folder, a database in
which handlers can document
claims. Claim Folder permits indi-
viduals to collaborate on claims
via the World Wide Web.

» Claim Task Assistant, which
generates automated to-do lists
based on the individual features of
a claim, and assigns tasks to the
appropriate individual.

IT BRIEFS

 Claim Contacts, which holds
all names, addresses and contact
information for every individual
involved with a claim and allows
insurers to manage vendors and
track customer-service commit-
nnents.

e Claim Financials, which man-
ages all the financial transactions
necessary to replace existing legacy
claims systems, including reserv-
ing, payments, receipts, transac-
tion authority, statistical coding,
transfer of transactions across

claims and financial balancing, as
well as the administrative func-
tions required for financial pro-
cessing.

« Claim Utilities, which provides
the user with the means to com-
municate with all parties involved
in a claim and to document ac-
tions taken.

The Accenture Claim Compo-
nents are built on an existing tech-
nical architecture known as Inter-
net Component-Based Architec-
ture for Microsoft, or I-CBA/M,
designed to meet the scalability
needs and flexibility requirements
of large claims processing applica-

tions.

Zurich exec honored

SCHAUMBURG, Illl.-Frank
Colletti, director of E-business so-
lutions for Zurich North Ameri-

ca's enterprise risk business unit,
was named a Premier 100 Infor-
mation Technology Leader by
Computerworld.

The list, which appeared in the
weekly newspaper's March 26 is-
sue, honored IT executives with a
proven ability to meet customer
needs through innovative uses of
technology. Mr. Colletti was cho-
sen from a field of several hundred
IT nominees. He was recognized
for exceptional technology leader-
ship, innovative approaches to
business challenges, and effective
execution of comprehensive IT
strategies.

Schaumburg, lll.-based Zurich
North America is a member of the
Zurich, Switzerland-based Zurich
Financial Services Group.

Transamerica expands site
CHARLOTTE, N.C.-
Transamerica Reinsurance has

renovated its wWeb

site,

www.transamericareinsurance.co
m, to provide more information
about the company's products.
The site categorizes its products
by type and product area, and it
features a library of articles on a
variety of topics written by Char-
lotte, N.C.-based Transamerica
Reinsurance experts. The site also
answers frequently asked ques-
tions and provides key contacts by
product line, in addition to com-

pany news and market informa-
tion.

Managing equity cover risks

NEW YORK-Tillinghast-Tow-
ers Perrin and Annuity Systems
Inc. have formed an alliance dedi-
cated to developing risk manage-
ment solutions for companies pro-
viding equity-based insurance
products, including variable annu-
ities, equity-indexed annuities, seg-
regated funds and unit-linked
products.

Through the alliance, Tilling-
hast-Towers Perrin and ASI will
jointly provide the tools and tech-
niques needed for complete risk
management solutions. RisQ, a
risk management system using
technology developed by ASI,
monitors and manages the expo-
sure from guarantees provided on

equity-based insurance products
on a real-time basis, with a live
feed to the capital markets. Tilling-
hast-Towers Perrin will provide
the risk management consulting
services and expertise needed to
integrate this system into a life in-
surer's risk management process.
Risks addressed in this context
include the economic risks from
payouts under the guarantees and
the loss or volatility of revenue, ac-

counting exposure and opera-
tiomnal risks. rm
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the initial planning, but at least
it gets the ball rolling,” Mr.
Kaddatz said.

Another important part of
planning is identifying the data
needed for an insurance cover-
age submission and determining
how the data will be gathered.

"We're seeing underwriters
demand five or 10 years of loss
data history, and they want it
valued within 60 days, so they

know the loss reserve is decent,”
Mr. Kaddatz said.

When determining which bro-

ker services are important, Mr.

Kaddatz said, a public sector

organization should evaluate a

broker's marketing abilities and
his or her ability to service in-
surance policies.

Risk managers must

ensure desired cover-

age terms 'are present
during the bidding.'

Michael M. Kaddatz=z

Managing Director
ARM Tech

After a risk manager evaluates
a broker's qualifications and
has an understanding of the or-
ganization's service needs, Mr.

Kaddatz said he or she must
weigh the choice between using
a large national firm or a re-
gional firm, and between using
one broker or two.

He reminded risk mangers
that they can split their insur-
ance business. "One can do lia-
bility and the other can do prop-
erty, or you can send them both
to the market," he said.

Mr. Kaddat= said that al-
though a risk manager may
want to present his or her orga-
nization in the best possible
light when assembling renewal
data, it's important to be cre-

alive but careful, complete and
truthful.

"Don't eliminate a few of
those 'odd claims,' " he warned.
"It hurts you-for every time

you get away with it, three times
you'll get caught. It will lessen
your (number of) proposals.”

When purchasing coverage,
Mr. Kaddatz said that it's also
important to recognize all of the
entities involved in an insurance
placement.

"There are several levels of in-
surers and internnediaries and
reinsurers that, if you know, it
can help you save money, Mr.
Kaddat=z said. He warned,
though, not to eliminate the
brokers from the process.

Mr. Kaddat=z warned risk
managers to "make sure the
wanted coverage terms are pre-
sent during the bidding"” and to
ensure that they aren't buying
coverage they don't need.

Additionally, Mr. Kaddatz

said that, when negotiating im-
provements, risk managers must
remember that few quotations
are presented on a take-it-or-
leave-it basis. "Try to go back
and get the improvement you
want, or at least try to move to-
ward it," he said.

Finally, Mr. Kaddatz said that
while not all long-term relation-
ships are good, there can be
benefits to those relationships.

"Let them get to know you
and get to know them. Some
brokers will remember the prof-
its they made in a different mar-
ket," he said.

Moderating the session was
John R. Sallade, managing di-
rector for the County Commis-
sioners Assn. of Pennsylvania in
Harrisburg, Pa. m

AGRIP taking hold of government risks

CHICAGO--The Assn. of
Governmental Risk Pools held
its third annual meeting during
the Public Risk Management
Assn. conference last week in
Chicago.

Prague, Okla.-based AGRIP
was formed in 1998 as the sue-
cessor to PRIMA's Pooling Sec-
tion.

Incoming AGRIP President
Ken Hormer introduced two
new board members at the
meeting: David Hayasaka, ex-
ecutive director of the Wash-
ington Schools Risk Manage-
ment Pools; and Eileen Ter-
williger, executive director of

Alaska Municipal League Joint
Insurance Assn. Inc.

Mr. Hayasaka and Ms. Ter-
williger will replace John

Crawford and Paul Genovese,
both of whom did not seek re-
election.

INn other actions at the
AGRIP meeting:

- The Michigan
Municipal Risk
Management Au-
thority received
recognition for be-
ing in compliance
with AGRIP's ad-
visory pooling
standards. It is the
19th pool to be so
recognized since
Jan. 1,1999.

- Claire Reiss, director of
grants and research for the
Public Entity Risk Institute.
announced a grant program
designed to help public risk

pools become compatible with
the Public Risk Data Project's

Liability Claims Data Stan-
dard.

Ms. Reiss ex<—
plained that the
grants would help
fund the costs of
modifying a pool's li-
ability claims system

so that it is compati-
ble with the PRDP.
The standard is in-
tended to help risk
managers bench-

mark and compare
their claims performance.

She said the total grant fund
for 2001 is $250,000. Because
grant recipients are expected
to partner with PERI to fund
the conversion, grant awards
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won't exceed 50% of the actual

costs of system modifications
or a maximum award of
$10,000. Grant program appli-

cations are due by Sept. 1 and
can be obtained

from
www.riskinstitute.org.

= AGRIP Chief Executive Of-
ficer Harold Pumford an-
nounced the results of an on-
line 2001 Membership Satis-
faction Report in which 28% of
AGRIP members said they
were "more than pleased"” with
the organization, 42% said
they were satisfied, and 30%
reported being very satisfied.

Mr. Pumford said the report
is "comforting, but it's not any
reason to let up (on our ef-
forts)."

Additionally, Mr. Pumford

reported an increase in AGRIP
membership, with 118 risk-
sharing members, representing
40 states. When it was formed
in 1998, AGRIP represented
109 risk-sharing members in
38 states.

* Mr. Pumford encouraged
members to support three up-
coming events: the AGRIP In-
stitute for Management &
Leadership on Aug. 6-8 in
Sault Ste. Marie, Mich.; the
AGRIP Governance & Leader-
ship Conference Oct. 17-19 in
New Orleans; and the AGRIP
Spring Conference March 13-
15, 2002, in Savannah, Ga.

For more information about
these events, or AGRIP, visit
www.agrip. org.

-B'y Lee Fletcher Rosenberg

Give claim control

a stable footing

Slip and fall claims can be reduced

By LEE FLETCHER
ROSENBERG

CHICAGO-Because S|ip$,
trips and falls-and the result-
ing claims-occur every day at
the facilities of public entities,
their risk managers must learn
know how to reduce the number
of accidents and how to handle
.  therm whhen

they take

111.0Imi e

At the
22nd annu-
al confer-
ence of the
Public Risk
Manage-
rment

Assn., held June 10-13 in Chica-

go, two risk management ex-

perts discussed ways to prevent
some leading liability claims.
Marc Glickman, loss control
manager for public-sector ser-
vices at St. Paul Fire and Marine

Insurance Co. in St. Paul, Minn.,

said that nearly one-quarter of

St. Paul's public entity general

liability claims arise from slips,

trips and falls.

Mr. Glickman said that solv-
ing such a big problem takes
communicating with co-work-

ers, educating them about what
to do when they take a fall or
witness an accident.

Mr. Glickman said that em-
ployees are "your best identi-
fiers and best correctors.” He
noted that employees typically
travel throughout a public enti-
ty's facilities every day, and risk
managers must encourage them
to take note of any potential
safety problems.

Furthermore, Mr. Glickman
said, public entities must main-
tain proper housekeeping prac-
tices. He said risk managers
must continually train the clean-
ing staff to be aware of certain
hazards and how to handle
them.

"Ask them if they know about
different applications for differ-
ent products. They need to know
what material is good for the
type of surface you have," he
said.

Another large part of the solu-
tion, Mr. Glickman said, is to
conduct thorough accident in-
vestigations. The knowledge
gained from such investigations

can reveal the deficiencies in a

fall prevention program and
lead to their correction.

See Falls on next page
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"Look for the root cause of
why the accident occurred. En-
courage corrective action for
each accident that occurs, how-
ever minor,» he said.

Mr. Glickman said that state-
ments should be taken from acci-
dent victims and other witnesses
as soon as possible after an inci-

dent occurs; otherwise, he said,
investigators will have to rely on
witnesses' foggy memories sever-
al years down the road. He also
encouraged risk managers to
photograph all accident scenes
and all equipment involved as
further investigative evidence.
David R. Apfelbaum, the man-
ager of Osceola County's risk
management department in
Kissimmee, Fla., said that pre-
venting accidents requires em-

phasizing responsibility within
an organization. "If someone
spills coffee in the hallway...who
cares about the spill?" Mr. Apfel-
baum asked.

Mr. Apfelbaum also said risk

must determine

managers
whether department heads are
aware of hazards and are in-
volved in the prevention process.
"Department heads and elect-
ed officials need to be aware of

hazards and the importance of

preventing slips, trips and falls.
Do they walk by the same haz-
ards every day?" Mr. Apfelbaum
asked. If you are aware of a haz-
ardous situation, "you are on no-
tic:e," he said.

Mr. Apfelbaum encouraged
risk mangers to become aware of
which responsibilities fall to var-
ious organizations, such as the
city, the county, etc. He also ad-
vised public risk managers to
learn about any local or state or-

dinances that might affect a safe-
ty program procedure. For exam-
ple, he said, states have varying
safety compliance measure-
ments.

Mr. Glickman said that organi-
zations "probably have a slip,
trip and fall every day; you just
don't hear about it because it's
not reported.” This is another
reason, he said, to advise employ-
ees to report what they witness,
"even if there are no injuries." m

Public entities urged to address Internet risks

By LEE FLETCHER
ROSENBERG

CHICAGO-Whether large or
small, all public entities face grow-
ing risks related to their informa-
tion technology systems, including
their Web sites and e-mail.

Even with a population of just
125,000, the city of Sioux Falls,
S.D., has implemented a plan to
protect the city against Internet-
related exposures. "Regardless of
population, we all have the same
exposures regarding the Internet,"
said Michael Hall, central services
director of information technology,
media services and risk manage-
ment for the city of Sioux Falls.

Mr. Hall was one of two presen-
ters at a session on technology-re-
lated exposures at the 22nd annual
conference of the Public Risk Man-
agement Assn., held June 10-13 in
Chicago.

Internet safety is a growing con-
cern in the public sector, Mr. Hall
said, because at many public enti-
ties, no single department has been
made responsible for computer se-
curity. Mr. Hall noted that, in
Sioux Falls, the task fell primarily
upon him.

One of the many problems risk

managers face is that there is no
central authority over the Internet.
"It was initially designed as a re-
search tool, and there's no one
group responsible" for oversight,
Mr. Hall said.

Like private companies, public
entities are sometimes targeted by
hackers. Some of the potential ef-
fects of an attack on a public entity
include denial of service, unautho-
rized use or misuse of computing
systems, financial loss and the loss
of public confidence, Mr. Hall said.

He noted that public entities
need Internet security plans for
several reasons: to help prevent se-
curity breaches, to define responsi-
bilities and expectations, and to
provide guidance when breaches
occur. Mr. Hall suggested that a
public entity should establish an
Internet team to develop such a
plan. That team, he said, should
consist of the city attorney, the risk
manager and representatives from
the human resources and informa-
tion technology departments.

One necessary component of a
program to manage Internet risks
is a policy on e-mail retention and

deletion.

Mr. Hall said organizations
should retain e-mails for as brief a
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period as possible. The city of
Sioux Falls' policy is to delete all e-
mail after 30 days in order to limit
legal liabilities such as those asso-
ciated with the display of sensitive
or inappropriate material on em-
ployees' work stations.

"We're bying to minimize expo-
sure, and we're doing everything
we can to do that," Mr. Hall said.

R. Shawn Tornow, Sioux Falls
city attorney, spoke of the "dou-
ble-edged sword with public e-

mails "
Mr. Tornow said that while some

e-documents might someday be
relevant in litigation. it is not nec-
essary for an organization to pre-
serve them. Once notice is received
of pending or possible litigation,
though, "employees should be ad-
vised not to destroy electronic
data, including e-mails and drafts
of documents," Mr. Tornow said.
Mr. Tornow also said that new
and current employees should be
required to sign an "acceptable-
use agreement for electronic mail
and Internet utilization." This in-
forms an employee from the start,
he said, that the public entity em-
ployer will not permit the use of e-
mail and the Internet for the gen-
eration or dissemination of inap-

propdate materials or for purposes
that are not job-related.
Mr. Tornow also suggested that

public entities "hand out" pass-
words to make it clear that an em-

ployer can gain access to an em-
ployee's e-mail and to further em-

PRIMA
1,800 to

CHICAGO-The
Risk Management Assn.'s
22nd annual conference drew
an estimated 1,800 attendees
to Chicago on June 10-13.

The theme of this year's
event was "Visionaries for a
Growth Industry.”

The conference, organized
by PRIMA's conference plan-
ning committee in conjunc-
tion with the lllinois PRIMA
chapter, featured more than
70 educational sessions and
an exhibit hall with approxi-
mately 125 vendors.

Session topics included em-
ployee benefits, environmen-

Public

phasize the seriousness of the orga-
nization's e-mail and Internet poli-
Moderating the session was
Michael G. Fann, director of loss
control for TWIL Risk Management i
Poolin Brentwood, Tenn. 8

attracts

Chicago

tal matters, Internet liabili-
ties, legal and regulatory con-
cerns, safety/loss control
strategies, risk management
and workers compensation.

Next year's conference is
scheduled for May 14-17 in
San Antonio. In a change
from PRIMA's traditional
Sunday start, next year's con-
ference will run from Tuesday
through Friday.

For more information, con-
tact PRIMA at 1815 N. Fort
Myer Drive, Suite 1020, Ar-
lington, Va. 22209-1805; 703-
528-7701; www.primacen-
tral.org.

Reliance files bankruptcy

NEW YORK-Reliance Group
Holdings Inc. has filed for
bankruptcy protection only days af-
ter Pennsylvania insurance regula-
tom placed its Reliance Insurance
Co. operating unit in rehabilitation
and sued for control of the parent
company's cash assets.

Reliance Group and another sub-
sidiary, Reliance Financial Services
Corp., filed for Chapter 11 protec-
tion last week, saying they have
reached an aBement with a major-
ity of the parent company's bond-
holders on a restructuling plan.

Under the plan, holders of $463.5
million in Reliance Group senior
debt would receive 100% of the
stock of the reorganized Reliance
Group and a minority stake jn Re-
liance Financial. Reliance Group's
bank lenders, owed about $265 mil-
lion, would receive the majority of
Reliance Financial's stock and new
Reliance Financial 10-year notes.

Although the plan calls for Re-
liance Financial to pay interest on
the 10-year notes from dividends it
may receive from Reliance Insur-
ance, Reliance Group "does not ex-
pect to receive any dividends (from
Reliance Insurance) in the foresee-
able future," according to a
bankruptcy court filing by George
E. Bello, president of Reliance
Group.

Roughly half of Reliance Group's
bondholders have approved the
deal. The Pennsylvania Insurance
Department, however, has not yet

approved the plan. The department
placed Reliance Insurance in reha-
bilitation June 4 and must approve
any dividends fmm the insurer.

Last Monday, Pennsylvania Ipgu-
lators sued Reliance Group in a
Pennsylvania court for an orde that
would place the parent's cash assets

Reliance

in trust. The complaint charges that
Reliance Group was notified in
April 2000 that it would receive a
$45 million tax refund for the previ-

ous year. Last June, the parent also
collected $50 million from Reliance

Insurance for projected 2000 tax lia-
bilities that did not emerge, said Art
MeNulty, the Insurance Depart-
ment's deputy general counsel.
Reliance Insurance should recover
this cash, mgulators argue. Reliance
Group, though, maintains that the
Pennsylvania department should
have only an unsecured contractual
claim against the bankruptcy estate,
according to Mr. Bello's court filing.
Reliance Group's Chapter 11 fil-
ing is expected to stay the litigation.
Pennsylvania regulatons have not
determined whether they will ask
the bankruptcy court to lift any stay
for its case, Mr. MeNulty said.
Meanwhjle, Pennsylvania regula-
tol's will continue to delay payment
of about $1.4 billion in assumed
reinsurance claims pending reviews

by Ernst & Young and the Insurance
Department of Reliance's reserve
adequacy. Reliance itself had put off
these payments before the rehabili-
tation order, Deputy Commissioner
Stephen Johnson said.

Under Pennsylvania law, pay-
ment of administrative costs, direct
insurance policyholder claims and
Internal Revenue Service claims
take priority over reinsurance
claims, and regulators must assess
whether Reliance reserves will cover
the higher priority claims, he said.

There have been no delays paying
direct policyholder claims, though
litigation over claims has been
stayed by the rehabilitation order.

In its Chapter 11 filings, Reliance
Group reported total assets of $12.6
billion and liabilities of $12.88 bil-
lion as of Sept. 30,2000, including
Reliance Insurance. Reliance Insur-,
ance suffered an underwriting loss
of $1.9 billion to $2.2 billion for,
year-end 2000 and is expected to i
mcord an underwliting loss of $110 j
million to $150 million for the first '
quarter of 2001, using generally ac-
cepted accounting principles, ae-
cqding to coyrt filings. \

Relfance roup expects to write
off its investment in Reliance Insur-
ance as of Dec. 31, 2000, though, and
the holding company's own first-
quarter loss will total about $30 mil-
lion, mostly reflecting interest on
outstanding debt and corporate
overhead, the filings report.

-BY Douglas McLeod
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New York-based American Interna-

tional Group Inc. is buying Uruguay-
based ITT Hartford Seguros de Vida
S.A. AIG Life Insurance Co. will pur-
chase the life insurer from Hartford
Financial Services Group Inc. and
Grupo Financiero Galicia. ALICO has
operated in Uruguay since 1997 via
Montevideo-based ALICO Compania
de Seguros de Vida S.A....London-
based multiline insurer CGNU P.L.C.

has acquired Melbourne, Australia-
based Fortis Australia Ltd. CGNU
bought the Australian operations of
Belgian-Dutch Fortis Group for $293
million Australian ($155.1 million).
FAL recorded net written premiums
of $269 million Australian ($150.3
million) for 2000....The U.K. financial
services regulator, the London-based
Financial Services Authority, has
published a list of proposals to tackle
regulatory risks associated with e-
commerce. The FSA said that its dis-
cussion paper, "The FSA's approach
to the regulation of e-commerce," has
three objectives: ensuring firms and
markets have adequate information
I technology systems and controls to
address the risks in their businesses;
1 making sure consumers have access
, to relevant information about obtain-
ing financial services via e-commerce
channels; and ensuring that the FSA

} adapts its regulation to developments
1 in e-commerce....Paris-based Assur-

ances Generales de France, the

| French subsidiary of Munich-based
Allianz A.G. Holding, has increased
its capital in Paris-based credit insur-
: er Euler S.A. AGF has purchased a

5.07% stake in Euler from Paris-

based reinsurer SCOR S.A. The pur-
chase increases AGF's stake in Euler
to 58.6%....London-based Moody's
Investors Service Ltd. has upgraded
the performance rating of Lloyd's of
London-based Omega Underwriting
Agents Ltd. syndicate 529 to C+, from
C-. Moody's said the move followed
Omega's recent announcement that
its non-marine account for 2002 will
be written on a predetermined split-
stamp basis with Omega syndicate
958....The Assn. of Lloyd's Members
named the winners of its inaugural
Lloyd's Awards last week. ALM
Chairman Michael Deeny said the
awards are intended to recognize
some of the people and businesses
making Lloyd's attractive to private
capital. Winner of the award for
Managing Agency of the Year was
Atrium Underwriters Ltd. The Un-
derwriter of the Year award went to
Brian Caudle, retiring active under-
writer of syndicate 780, while
Michael Meacock, active underwriter
of syndicate 727, was named Lloyd's
Personality of the Year....London-

based multiline insurer Royal &
SunAlliance P.L.C. has announced a

deal that allows it to offer renewals
on GE Frankona Re's primary U.K.
cargo and freight liability insurance
business. Under the terms of the
agreement, 25 members of the GE
Frankona Re underwriting and
claims staff will transfer to RSA, the
group said....Oldwick, N.J.-based
ratings agency A.M. Best Co. has
placed its A financial strength ratings
of Mexican insurer Seguros Comer-
cial America S.A., and its surety sub-
sidiary Fianzas Comercial America,
under review with developing impli-
cations. Best said the move followed
the announcement that Amsterdam-
based ING Groep N.V. is buying a
controlling interest in the company.

Lloyd 's exploring
structural changes
to right its course

By SARAH VEYSEY

LONDON-Lloyd's of London is undergoing a strategic review
that could result in significant changes to the way the market is struc-
tured, Lloyd's Chairman Sax Riley says.

Mr. Riley told the Assn. of Lloyd's
Members' annual conference last
Tuesday that the review, which the
Council of Lloyd's will consider in Oc-
tober, will result in a blueprint for
structural change in the market.
He described Lloyd's results since
the 1997 underwriting year as "noth-
- ——....4 ing short of diabolical,” adding that
the review was prompted in part by
--"=- the need to improve profitability. For
the 1998 year of account-the most
recent year to close under Lloyd's
three-year accounting system-the
market reported a loss of £1.06 biUion
($1.58 billion); for 1997, Lloyd's
recorded a £176 million ($284 million)
marketwide loss (Bl, April 2).
Mr. Riley, who became Lloyd's
chairman last year, said that if he had been chairman of a publicly

L
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Mr. Riley

listed company that had returned such poor results, he would have
been ousted. He assured names that he viewed them as shareholders
in Lloyd's.

See Lloyd's on page 20
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Independent

suspends writing 1
amid questions

By CAROLYN ALDRED

LONDON-Just days af-
ter it suspended trading of
its shares in the face of fi-
nancial difficulties, U.K.
commercial insurer Indepen-
dent Insurance Co. PLC.
last week announced it will
"temporarily suspend” writ-
ing new or renewal business.

In a statement issued last
Thursday, Independent also
said its board is investigating
the insurer's troubles, which
stem from concerns over its
reserves and certain complex
reinsurance arrangements.

"The board, together. with
its advisers, is conducting a
thorough investigation into
the appropriate level of tech-
nical prov=>isions as well as
into the reinsurance posi-
tion" of the company, ac-
cording to the statement.

Lndependent said its

founder, Michael Bright,
who stepped down as chief
executive officer in April, re-
signed last Tuesday without
Compensation as nonexecu-
tive deputy chairman of the
board.

Independent, which spe-
cializes in liability lines, par-
ticularly commercial liabili-
ty, wrote £830.1 million
($1.15 billion) in gross pre-
miums in 2000. Of that total,
£318.3 million ($442.4 mil-
lion) was commercial liabili-
ty premiums.

In a February announce-
ment of its preliminary re-
sults for 2000, Independent
issued a profit warning and
said it needed to increase its
stop-loss reinsurance protec-
tion on its commercial liabil-
ity business. In March, Inde-
pendent said it obtained ad-

ditional reinsurance cover-

See Independent onpage 20

Futu re of risk management debated

By SARAH VEYSEY of Towers Perrin, took part in
the debate in Birmingham,
BIRMINGHAM, England-

Delegates at the 2001 confer-
ence of the Assn. of Insurance

England, which was moderat-
ed by David Ovenden, acting
chief executive officer of the

& Risk Managers were treated Institute of Risk Management.

1 > .4 .

to a fierce debate when three
well-known risk professionals
took to the stage to tackle the
theme "Managing the risk-is
it the market, the system or the
people?"

Tony Benson, vp of AIRMIC
and formerly global risk man-
ager at Guinness P.L.C. and
Glaxo Wellcome P.L.C.; Paul
Bawcutt, chairman of the Lon-
don-based consultant Risk &
Insurance Research Group
Ltd.; and D. Hugh Rosenbaum,
risk management consultant to

Mr. Rosenbaum argued that
risk managers must make bet-
ter ilse of systems to take con-
trol of risk. "Insurers put it
about that they own risk, that
they are the ultimate risk tak-
ers," he said. "But what they
are really about is investment

income.”

Because of this reluctance on
the part of insurers and rein-
surers to take risks, Mr. Rosen-
baum said, some companies
began to "think they could do

it themselves, via captives, and
own their own risk.” But he

Tillinghast-Towers Penin in
London and a retired principal

See Risks on page 19

oL
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Outgoing AIRMIC Chairman Alan Fleming, left, passed the
chairmanship to Philip Thomas at this year's conference.

Governance push spurs risk audits

By SARAH VEYSEY

BIRMINGHAM, England-A growing
reliance on internal audits is helping to
boost the visibility and importance of risk
management within U.K. companies.

The internal audit
profession-which gen- -
erally evaluates the effi-
ciency and effectiveness
of a business' risk man-
agement, controls, and
governance-has picked
up over the last few
years, according to Richard Gossage, head

of risk at Edinburgh-based Royal Bank of

Scotland P.L.C.

"More and more emphasis is being put
on the opinion of the internal auditor,”
said Mr. Gossage. In a presentation at the

Assn. of Insufance & Risk Managers in
Birmingham, England. earlier this month,
Mr. Gossage outlined to delegates the

benefits to businesses of carrying out in-
ternal audits.

The role of the internal audit at the
Royal Bank of Scotland
is two-fold, he ex-
plained. One of its func-

- -
a I I I I I I ‘ tions is to continually

assess how risks are be-
ing managed and con-
trolled throughout the
company and to report
regularly to the company's executive
committee and audit committee on the re-
sults of those assessments. Additionally,
he said, the audit has a role in influencing
continual improvement of risk manage-
ment and controls through the sharing of

best practices.

"For an internal audit to really do its
stuff, it must be independent,” Mr. Gos-
sage stressed.

The 1999 Turnbull Report, which was
commissioned by the London Stock Ex-
change, calls for publicly traded U.K.
companies to analyze and disclose to
shareholders any hazards they face.

That report "upped the ante" for inter-
nal audit as well as risk management pro-
fessionals, Mr. Gossage said. "People have
latched onto Turnbull," he said, adding
that the process of evaluating risk has val-
ue for an organization as well as satisfy-
ing regulatory requirements.

Increased emphasis on Turnbull and its
requirements has brought internal audit

and risk management to the fore, he said.
See Audits on page 20
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pointed out some captives are now
trying to undertake unrelated busi-
ness. "If they carry on like that, they
will get like insurers, become con-
cerned with investment income and
then not necessarily own their own
risk," he said.

Mr. Rosenbaum warned that risk
managers must think about the ulti-
mate customer-the consumer. "E-
technology, for want of a better
word, could be the answer for get-
ting to the ultimate customer,” he
said.

Systems such as new technology
could be the secmt to managing risk
in the future, Mr. Rosenbaum sug-
gested.

Mr. Benson argued that many
current systems are ill-equipped to
manage risk. "Systems generally
generate a corporate risk-averse
culture,"” he said. "Risk manage-
ment programs are still massively
insurance-led. When insurers man-
age risk, they are protecting their
balance sheet, not yours. They are
managing their own risk. When you
move to a holistic interpretation of
risk, these systems handle risks very
badly."

Of the three categories-the mar-
ket, the system and the people-Mr.
Benson said he considered people to
be the most important. "People, in
my opinion, are the key to the man-
agement of risk," he said. "You, as
risk managers, have to manage peo-

ple, and very few of us have the
skills or training to do this well."

Mr. Benson argued that risk man-
agers have to manage people down-
ward, laterally and upward. They
have to manage downward-vis-A-
vis their staff---and laterally-vis-A-
vis their peers, he argued. "And,
most critically, you have to manage
upwards," he said. "You have to
manage your board."

"If you don't have these skills,
your systems will fail you and the
insurance market will fail you," Mr.
Benson said. "My advice to risk
managers is, acquire those skills."

Mr. Baweutt said businesses must
do more to encourage good risk
management. "It does seem to be
that very little effort is made to
manage risk, and there is very little
incentive to doso," hesaid. "Insome
cases, CEOs are even paid bonuses
when things go wrong, so where is
the incentive (to manage risks)?"

"In my view, there has been a
smoke screen-corporate gover-
nance-to cover up inactivity. What
do corporate governance statements
actually mean? There is a lot ofpre-
tentious talk about integrated risk
management and corporate gover-
nance, etc.,"” he said. "The Bawcutt
law is that the more companies pon-
tificate about corporate governance,
risk management and the rest of it,
the less likely they are to be doing
anything about it. It is important to
stop painting the picture, the myth,
that good risk management is the

norm. ltisn't.”

Business rarely does anything to

Professional

HELP WANTED

Chief Operating

HELP WANTED

support staff, Mr. Bawcutt argued.
He cited the example of businesses'
negative reaction to proposals to
change the law on corporate
manslaughter (BI, Feb. 5, 2001).
"Some AIRMIIC risk managers pub-
licly supported their employers and
said they were (against) the propos-
als,” he said. "There was also oppo-
sition to the minimum wage, despite
the fact that a happier workforce is
a safer workforce."

Mr. Bawcutt said he concurred
with Mr. Rosenbaum's theory that it
is the customer who bears the ulti-
mate risk. "l support the Rosen-
baum view that risk is created by
business but actually taken by the
customer and the society," he said.

Mr. Benson challenged his col-
leagues and took a more-optimistic
view. "As far as | can see, you are
hearing two defeatists saying that
risk ain't going to be managed," he
said. "I'm saying, if you want to
change that, you need a kind of mis-
sionary zeal. If you start from this

defeatist position, you will get
nowhere.”

But Mr. Benson said that risk
managers must increase their pro-
file and become more influential
within their organizations. "Risk
managers have lost ground in the
battle to be big influences in risk,"
he said.

"The debate (on risk) was more
intense, fervent and better in the
1970s. That was because we had big
problems and issues-it was the
time of bmaking and busting of tar-
iffs, the beginning of the debate

HELP WANTED

New Underwriter

Rapidly expanding wholesale broker with

) CHANGE
Officer - CIRMA
The Connecticut Interlock Risk THE
Management Agency (CIRMA) seeks
a Chief Operating Officer. WO RL D

CIRMA is Connecticut's premier
provider of risk management and

offices in New Jersey and New York seeks
qualified underwriting and brokerage
professionals. Our writings consist of
habitational and mercantile package

accounts and contracting and restaurant

risks.

insurance services to Connecticut's
municipalities and local public
agencies.

As Executive VP and COO of CIRMA, and
Associate Director of the Connecticut
Conference Municipalities (CCM),
responsibilities include, but are not
limited to, the general administration
of CIRMA's two insurance pools
(workers' compensation and liability-
auto-property) and self-insured
services, including overall direction
an:1 management of operations,
strategic planning, and product
development, and supervision of
internal staff and external service

providers.

Required education, skills, and
experience include: MBA, MPA, or
equivalent degree, minimum of 10
years of progressively higher levels of
experience in an insurance or risk
management service field,
entrepreneurial attitude, interest in
public policy. strong communication
skills, proven technical skills, and very
high energy level.

Excellent salary and benefits package.
Send resume and salary requirement
to: HR Administrator. CCM, 900 Chapel
St..9th Floor. New Haven, CT 06510.
EOE/AA.

Resumes without salary requirements
will not be accepted.

At Distinguished Programs we are
quietly changing the way program
business is done. We need a senior
colleague to re-think and manage
our claim department. If you have
10 or more years in the insurance
business, multi-line claim handling
experience, experience as a Risk
Manager, TPA, or Broker, and
successful team building and
management experience, come
help us change the world.

E-mail, fax, or send your resume in
confidence to:

Andrew Potash

The Distinguished Programs Group
6 East 43rd Street

New York, NY 10017
Fax (212) 297-3158
E-mail

Apotash@distinguished.com

o n
4j.,/A_J\»_5j19_

312-6490-79O937

Our organization offers excellent
compensation packages including profit
sharing participation and production
bonuses, significant paid vacation, 401-k
with Fidelity and Janus funds.

We are looking for the highly motivated
industrious individual. Candidates should
control books of business through active
working relations with numerous retail
brokers while employed at a wholesale or
MGA firm. Persons having worked in an
underwriting capacity at an insurance
company, distributing through wholesale
sources, may also qualify for the position.

Our organization has several positions

immediately available at both locations.

Please reply with the strictest confidence to:
GAG POB 913 Paramus, NJ 07653

Market Report:

about captives," Mr. Benson said.
"But we are not today discussing
big issues. There is an apathetic air,
and | think we have lost our way for

the minute.”

"We need to be more down to
earth,"” Mr. Bawcutt said. "The sort
of things that we are talking about
bear no relation to what is happen-
ing in most people's lives."

Speaking of the 1999 Turnbull
Report, which called for companies
traded on the London Stock Ex-
change to disclose more information
about risks and risk controls, Mr.
Bawcutt called it "an example of
people being forced to do what they
wouldn't have otherwise.” "It has
put risk management on the agen-
da," he said.

But Mr. Bawcutt expressed con-
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oems about the notion that one per-
son in a company could be responsi-
ble for risk. "There is still a percep-
lion that one person can 'head' risk.
That is why this idea of the chief

lisk officer worries me."”

Mr. Rosenbaum said he thinks
that things are getting better on the
risk management front. After all, he
argued, good risk management is
good business management. "l
think consumers are going to re-
quire businesses to be more explicit
about their risks," he said.

"Education is absolutely critical,"
Mr. Bawcutt said. "You need to ed-
ucate your bosses, because you have
the problem of trying to persuade
your bosses to spend money on
things that alF pretty much intangi-

> lees _ T~ =

Good e-coverage is
hard to find: Survey

By SARAH VEYSEY

BIRMINGHAM, England-Risk
managers in the United Kingdom
are unable to find adequate insur-
ance coverage for reputation risks,
even though this is a key exposure
for them, according to a survey of
AIR.MIC members.

A survey ofthe Assn. of Insurance
& Risk Managers' 40-person e-corn-

merce special-interest group re-
vealed that members considered loss

of reputation, intellectual property
loss and fraud to be the greatest po-
tential risks arising from their com-
panies' e-commerce operations. But
AIRMIC said that respondents
ranked intellectual property and
reputation loss as the most-difficult

areas for which to obtain insurance

coverage.
AIRMIC said that members sur-

veyed had expressed concern that
See E-commerce on next page
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Lloyd's

Continued from page 17

A maijor problem for Lloyd's re-
sults, Mr. Riley said, had been the
poor performance of the bottom
quarter of syndicates, coupled with
"incompetent" underwnting in cer-
tain market segments. Lloyd's is ad-
dressing this situation, he said, not-
ing that five underwriters have been
suspended from underwriting so far
this year.

"If Lloyd's wants to be a success-
ful business, then we have to make
sure disciplines are in place to get
rid of the people who are dragging
the market down," Mr. Riley said.

When asked whether the market

might return to the system in which

underwritens must financially sup-
port the syndicates for which they
write business, he said this was one
idea under consideration.

Mr. Riley said that once a proposal
had been approved by the Council of
Lloyd's, the market's governing
body, implementation would take
six to nine months. The changes
would then take effect for the 2003
undenriting year, he said.

The last major review of the mar-
ket's structure, undertaken by
Lloyd's in the 19905 following huge
long-tail losses, resulted in the 1996
reconstruction and renewal pro-
gram. That program permitted cor-
porate investment in Lloyd's for the
first time and created Equitas Ltd.,
the runoff reinsurer for the market's

pre-1993 long-tail liabilities. m

Independent

Continued from page 17

age of £278 million ($383.1 mil-
lion) through three reinsurance
contracts placed with "highly
rated European reinsurers" for
premiums totaling £110 million
($151.6 million).

In a statement issued June 8,
Independent said it is seeking
capital "potentially to provide
alternative funding to replace
certain of the reinsurance ar-
rangements as a result of new in-
formation concerning additional
alleged reinsurance arrange-
ments." The company would not

comment on which contracts
may have to be replaced.

Confusion remains among
market observers, including one
of the company's main reinsur-
ers, about what is meant by
those "alleged reinsurance ar-
rangements."

"We do not know what the
company is referring to when it
talks about'alleged reinsurance.’
We are very unclear about what
the message is," said a
spokesman for Employers Rein-
surance Corp. in Overland Park,
Kan.

The spokesman confirmed
that Employers Re's Dublin-
based subsidiary, Irish Euro-

pean Reinsurance Co. Ltd., is
one of the reinsurers providing
the Independent's additional
reinsurance coverage of £278
million.

"As far as we are concerned,
there is no problem with those
contracts or their validity," he

said.

A.M. Best Co. announced
Thursday that it had downgrad-
ed the financial strength rating
of Independent to B-, with de-
veloping implications, from B++.
Standard & Poor's Corp. re-
duced Independent's insurer fi-
nancial strength rating to BBB+
from A- in late May, and the rat-
ings remain on CreditWatch.

Guidelines for risk management released

By SARAH VEYSEY

BIRIVIINGHAM, England-The
U.K. Assn. of Insurance & Risk
Managers has unveiled a new set of
risk management guidelines to help
companies corn-
ply with new
corporate gover-
nance rules. -

The guidelines,
set forth in "The
AIRMIC Guide
to Developing a
Risk Management Process," were
unveiled at the association's annual
conference in Birmingham, Eng-
land, earlier this month.

A special-interest group headed
by Clive Smith, risk manager for
the London-based communications
company Orange P.L.C., developed
the guidelines. AIRMIC said in a

Audits

Continued from page 17

Mr. Gossage said that the U.K.
Financial Services and Markets Act

2000 also increased the need for in-
ternal audits. Under this legislation,
he said, the Financial Services Au-
thority requires the appointment of
"approved persons" within an or-
ganization to handle risk reporting.

E=commerce

Continued from previous page
while e-commerce continues to
grow, few people fully understand
the risks involved.

"Risk managers who responded
to the survey said that neither em-
ployee users nor management
boards understand the risks associ-
ated with e-commerce/IT," AIRMIC

said in a statement.

While about two-thirds of respon-
dents said that e-commerce had ex-
panded their customer base, half of
those companies use a separate
brand name for their e-commerce
activities-"possibly an indication
of their awareness of potential risks
to the company's reputation,” ac-
cording to the AIRM[C statement.

Stuart Martin, chairman of AIR-
MIC's e-commerce special-interest
group and group insurance manag-
er for Balfour Beatty P.L.C., said
that while the group's members be-
lieve that all sectors of business can
benefit from e--commerce, there is a
great deal of work to be done before

JAAlIrrmic

statement that the guidelines are
"aimed at taking some of the mys-
tique out of risk management and
showing the discipline as a system-
atic business process offering real
benefits to businesses that fully
embrace it."
"The whole
notion of risk
and how it is
managed has un-
dergone a sea
change within
the risk manage-
ment community,” Mr. Smith said.
"It is no longer set in the context of
an insurance-buying function but
has become an explicit manage-
ment issue.”
The new guidelines include:
» Recornrnendations about risk

forecasting, identification and as-

sessment

Mr. Gossage added that the Basel
Il Capital Accord also would help
raise the profile of internal audi-
tors. The accord, which will come
into force at the end of this year, is a
set of standards set by the central
bankers of the G-10 countries ad-
dressing capital adequacy and the
behavior of international banks.

Mr. Gossage explained that the
accord would enable well-managed
banks to hold less money in re-

the risks involved are fully under-
stood-particularly by information
technology users and their bosses.

"There is also a belief that the in-
surance market does not fully un-
derstand the risks, which is backed
by the contention from our mem-
bers that they are unable to obtain
adequate insurancecoverfor them,"
he said.

The survey also found that three-
quarters of respondents would like
to see more legislation relating to e-
commerce in the United Kingdom

"We would like to see movement
toward the development of criminal
and civil laws, giving both the com-
pany and police the ability to prose-
cute or obtain compensation with
respect to hackers, corporate espi-
onage-theft of intellectual proper-
ty, or fraud," Mr. Martin said.
"Along with this there should be eo-
ordination of international law, es-
pecially when dealing with products
or services that may be considered
offensive in some countries," he
said.

Meanwhile, AIRMIC members
operating in the retail sector do not

» Suggestions about how to apply
risk management to all aspects of
an organization.

« Steps to improve the communi-
cation of risk management infor-
mation.

Mr. Smith described the guide-
lines as "a route map for AIRMIC
members to see how (risk manage-
ment) works for their organiza-
tion." He said the development of
the guidelines was prompted by the
implementation of the 1999 Turn-
bull Report, or Combined Code, on
corporate governance, which rec-
ommended that all publicly traded
companies disclose their risks to
shareholders. "Our objective as risk
managers is to develop a robust
process by which organizations can
both comply with the Combined
Code and establish a culture of tak-
ing the right risks for organization-

serve-currently all international
banks are required to keep vast
sums of cash on hand to pay ac-
count holders and creditors in the
event of bankruptcy. "The less
money you have to hold back, the
more you can put out to market,"
he said.

Among other things, Basel I[ will
encourage banks to have very good
risk management processes, said
Mr. Gossage. Basel Il emphasizes

consider so-called e-tailing-r
buying and selling goods online-to
be a significant threat to their busi-
nesses, according to a survey of
members of the AIRMIC retailers
special-interest group.

"While the overwhelming majori-
ty of our members believe their
companies can benefit from using e-
tailing, the view at this moment is
also that more-traditional methods
of buying and selling are not under
threat," said Paul Howard, chair-
man of AIRMIC's retaiers special-
interest group. But he said that the
success of companies such as Inter-
net-based bookseller Amazon.com
prove that e-tailing could become a
key part of many areas of the retail
sector.

Companies that make up AIR-
MIC's 23-member retailer group
were asked to detail the main risks
faced by companies selling goods
via the Internet. Respondents listed
loss of reputation, falling customer
service standards and fraud as the
major threats to e-tailers, though
they also ranked competitor activity
as a major threat to retailers' sue-

al success," Mr. Smith said.

Mr. Smith said the guidelines
likely would be updated every few
years. "The intention is to share
best practices," he said. "In bring-
ing together best practice and
evolving risk management think-
ing, we have developed a risk tool-
box which can be adapted to fit
into the way organizations go
about the development of risk in-
formation for decision-taking."

Meanwhile, AIRMIC continues to
work with the Institute of Risk
Management and the Assn. of Lo-
cal Authority Risk Managers to de-
velop an international standard for
risk management approved by the
British Standards Institute, said
AIRMIC Executive Director David
Gamble. That proj ect was
launched last year (BI, May 8,
2000).

the management of operational
risk. "This stirs a lot of interest in
the concept of operational risk and
its development," he said of the ac-
cord.

"Internal audit and operational
risk are really brother and sister,"
said Mr. Gossage.

Mr. Gossage said that while some
organizations have merged their jn-
ternal audit and risk management
functions, he believes that, in gener-

cess.

Respondents also pointed to the
United Kingdom's growing corn-
pensation culture as a major con-
cern. Seventy percent of respon-
dents "said that 'compensation cul-
ture' had become more evident in
the retail sector in the past year,”
which AIRMIC said in a statement
could dampen a movement to online
sales. "More than 90% regarded the

The proposed standard will soon
be made public for general consul-
tation, Mr. Gamble said. During
the consultation period, organiza-
tions such as the U.K. associations
for internal auditors, corporate
treasurers and accountants will be
asked to comment on the proposals,
he said.

Mr. Gamble said that the process
of developing the draft standard
has been a difficult one and has
taken longer than the three organi-
zations had expected. "But we have
had great feedback-especially
frum the U.S.," he said.

The guidelines are available *ee
of charge to AIRMIC members at

www.airmic.com. Nonmembers

may buy the guidelines for £30
($41.45) per copu via the Web site or
byphoning 44-207-480-7610.

al, it is best to keep the two sepa-
rate. "l think internal audit adds
more value by being independent,"
he said, noting, though, that some
companies may not be able to af-
ford to maintain two separate de-
partments. Although separate, he
added, the internal audit depart-
ment should use the same risk man-
agement model as the risk manage-
ment department to encourage con-
sistency - m

trend toward 'blame and claim' as
either a medium or a major risk to e-
tailers," the statement said.

Mr. Howard added that while
most members of the retailers group
said that e-tailing risks are begin-
ning to be rnanaged within their
own organizations, "there is some
frustration at the lack of develop-
ment in insurers' products in such a
key area."

Conference draws 500

BIRMINGHAM, England-More
than 500 delegates converged in the
International Convention Centre in
Birmingham from June 4-6 for the
2001 Assn. of Insurance & Risk
Managers' annual conference.

The theme of the conference, cho-
sen by outgoing Chairman Alan
Fleming, was "Risk Management-
A Virtuous Circle," and speakers
and delegates included risk
mangers, insurers, brokers, attor-
neys and consultants.

During the conference, Mr. Flem-
ing, risk manager at Railtrack

P.L.C., handed over chairmanship
of the association for the coming
year to Deputy Chairman Philip
Thomas, risk manager at Bass
P.L.C.

Next year's AIRMIC conference
will take place June 16-18, again at
the International Convention Cen-
tre in Birmingham.

For additional information, con-
tact the AIRMIC secretariat at
6 Lloyd's Ave., London, EC3N
3AX; phone: 44-207-480-7610;
fax: 44-207-702-3752; or e-mail:
enquiries@airmic.co.uk.



COMMENTARY

Readers teed off

over golf column

| should have 1mown better than to poke fun at something that so many
other people in the insurance industry revere and take seriously.

| should have expected that | would be subjected to reader ridicule, scom
and abuse for voicing my opinion about such a sensitive subject.

| should have listened when people warned me that, next to actuarial
science, there is nothing the industry takes as seriously as...golf.

Of course | am refening to my recent commentary about the Casey Martin
ruling by the U.S. Supreme Court. | hesitate to repeat it, but for those who
didn't read my earlier comments, | applauded the majority opinion's finding
that the PGA Tour Inc.'s refusal to allow Mr. Martin the use of a cart for his
disability was a violation of the Americans with Disabilities Act.

My reasoning was basically thmefold: one, why would Congress make it
illegal to deny access to people with disabilities in virtually every area other
than the playing field? Two, why should professional or amateur sports be
allowed to bar access to a disabled competitor when they are, in general,
barred from barring competitors on the basis of race, gender and religion?
And three(andthisis where | really was pilloried), why should walking be
legardecl as a fundamental aspect of golf?

It was as if | had written that a policyholder needn't prove a loss before an
insurer had to pay out on a claim. The reaction was swift and harsh. If | were

. writing for a Taliban insurance journal, no doubt |
1/pv -.llill would now be learning to swing a three wood one-
handed, practicing what | preached, so to speak.

The main argument against the position espoused by
the Supreme Court majority and me is that golf, by
virtue of being a sport, is intended to celebrate athletic
excellence. As such, opponents argue, there is no room
for accommodating physical shortcomings--even ones
that otherwise would prevent an individual from
competing.

A public entity risk management specialist wrote:
"The very purpose of the PGA Tour is to run an athletic
competition whose very nature is to discriminate
among players on the very basis of their physical

ability. If you read'ability’hereto be synonymous with'lack of disability,’
then the notion of forcing an accommodation here becomes even mole
disturbing. You may think that Martin not being able to compete because of
his disability is unfair, but does this mean that all physical competition
should be judged as unfair to the disabled and, thus, potentially
discriminatory? Or merely rendered meaningless by a series of reasonable
accommodations?"

This sentiment, voiced by several others, suggests that golf is a sport of
athletic prowess and endurance, like the deeathlon or pentathlon, rather than
one of skill. | beg to differ. Some golfers, such as Greg Norman and David
Duval, are in great shape, but it doesn't seem to help them win any mom than,
say, John Daly or Craig Stadler or Jumbo Ozaki.

This attitude of golf as a game played by athletes reminds me of a story
about former first baseman John Kruk, who was not well known for his
healthy appearance. On one occasion, when Kruk was playing for the Phillies
and standing on the steps of the dugout, smoking a cigarette, a fan chastised
him for setting a bad example with his overweight, slovenly appearance and
smoking, admonishing him that children look up to athletes. "I'm not an
athlete, lady, I'rn a ballplayer," he replied.

Just as some people apparently feel that the game of golf is rigid and
unalterable, allowing no room for the introduction of carts, others seem
surFrised that the law is open to interpretation, flexibility and, yes, change.

A claims management company executive wrote: "We all wish to help the
less fortunate, but we can't do it by ignoring the law. We may not all agree
with all aspects of the Constitutibn, but we have to follow it. You seem to
have the attitude that many judges have-that the law can be manipulated.
Because of these judges and because of a naive acceptance of an encroaching
judiciary, | am fearful about the futum of our society."”

I'm fearful that this person thinks the Constitution governs the game of golf.

A risk manager wrote: "Being asthmatic, | am overioyed at the mcent Casey
Martin decision. Now | can force sports organizations to accommodate me by
calling a timeout so that | can walk down the field or court instead of having
to run. The downside, of course, is that employees can make my company
make similarly difficult (and silly) accommodations. But heck, as long as no
one is refused their every desire because of a little thing like physical ability,
who earns what it costs....damn the implications!"

Thank goodness for one broker who wrote to me.

"Although my initial reaction to the case was in support of the PGA, | have
to say that | agree with the ruling and agree with your column. The art of golf
is making the shot, not walking up the hill to get to your ball. | am sum that
most of your mail will disagree with you, so | wanted to give you one that
agreed."”

You're right, it did; so thank you for writing. It's nice to know that not all of
my shots wound up in the woods.

Editor Paul D. Winston commentam appeals fortnightty and on
www.businessinsurance.com. He can be reached at pwinston@cmin.com.

Allison

Continued from page 1

about 100,000 personal and
commercial lines claims that
will amount to approximately
$500 miillion in south Texas, ac-
cording to Jerry Johns, president
of Southwestern Insurance In-
formation Service in Austin,
Texas.

The National Flood Insurance
Program said last week that its
early prediction is for about
18,000 claims from Louisiana
and Texas. "It's sdll very early,"”

a spokeswoman for the program
warned.

President Bush last week
signed disaster declarations that
will allow Texas counties and
Louisiana parishes to received
federal aid.

Allison's toll has been horrific
in some cases. Among those
Kkilled was a woman who
dmwned when an elevator low-
ered her into the flooded park-
ing garage of a downtown Hous-
ton office building. At Baylor
Medical Center in Houston, ap-
proximately 30,000 research an-
imals, mostly mice and rats, per-

ished in a flooded lower floor.

The Harris County Appraisal
District said last week that eco-
nomic damages had topped
$2.14 billion in Houston. That
included $960 million in damage
to at least 526 commercial build-
ings and $122 million in dam-
aged inventory. Not included in
that total are damage to the con-
tents of private homes, damage
to medical, government and arts
buildings and damage to prop-
erty outside the city limits.

Parts of Houston were flooded
when water rushed through a
series of air-conditioned tunnels
that snake through the city, pro-
v>iding pedestrians with shelter
from the city's muggy summers.
The water ruined underground
restaurants and crept into busi-
nesses connected by the tunnels.

"Everybody's got clients with
problems," said Joe Williams,
chairman and chief executive
officer of Houston-based bro-
kerage Wisenberg Insurance +

Risk Management. Particularly
hand hit were small retailers and

storefront offices that lost their
entire inventory on ground
floors, Mr. Williams said. Many

of these losses to small business-

es will be uninsured, though, he
said.

Downtown high-rise build-
ings saw significant dannage

from flooded basements and

lower floors. Many large com-

Staff

Continued from page 4

in the press as Microsoft-spe-
cific issues do not occur be-
cause of vulnerabilities inher-
ent to Microsoft systems, Ms.
Freeman said. Instead, she
said, they are the result of a
lack of attention to basic secu-
rity practices on the part of
users.

Because Microsoft systems
generally are easier to use than
competing products, adminis-
trators operating those sys-
tems may, in some cases, not
have as much technical and se-
curity expertise as their coun-
terparts running other types of

mercial risks are better protect-
ed than smaller businesses, be-
cause manuscripted property
policies bought by larger com-
panies often are written to cover
flooding.

"Under manuscripted poli-
cies" coverage is available, said
John Hinz, general manager in
the Houston office of GAB
Robins N.A. Inc.

GAB, with a team of about 25
staffers in Houston, expects to
handle several hundred proper-
ty claims that amount to hun-
dreds of millions of dollars, Mr.
Hinz said.

Tom Simoncic, San Francis-
co-based manager of GAB's ex-
ecutive loss adjusting division,
said last week that GAB already
was aware of about 75 claims
that each would exceed $1 mil-
lion.

Mr. Simoncic pointed out that
property owners and insurers
could be facing another problem
after Houston dries out. Claims
for damage related to mold are
on the rise, he noted. "The mold
issue," he said, is "on all the ad-
justels' minds and those who alre
involved in the restoration.”

Apart from property damage,
business interruption losses will
be "ectremely heavy," 1VIr. Hinz

said.

A spokeswoman for Six JFlags
AstrovWworld said the Houston
amusement park was scheduled
to reopen late last week after be-
ing closed for a week. "The rides
came out okay," she said, but
"two theaters have extensive
damage and a few of the shops
are being gutted" after flooding
dannaged thern. Warehouse of-
fices also were heavily damaged.

The complex of hospitals at
the Texas Medical Center was
among Houston's worst com-
merciallosses. Eight to 10 feet of

water forced the evacuation of

540 patients from Memorial
Hermann Hospital and

swamped the facility's atrium
and cardiac laboratories. A
spokeswoman for the hospital
said damage would total "in the
tens of millions of dollars.” The
spokeswoman said that cover-
age is in place to respond to the
claims.

Some property owners fared
better amid the flooding. Of the
31 stores that Domino’'s Pizza
L.L.C. operates in Houston, only
one was shut down by the flood,
said Bob Boik, director of risk
management for the Ann Arbor,
Mich.-based chain. The location
was gutted to replace drywall
and other material ruined by the
water. Coverage written by Lib-

systems, said Philip S. Pierson,
vp-technology products for e-
Sher Underwriting Managers
in Irvine, Calif.

But regardless of what oper-
ating system is used, his com-
pany’'s main concern is
whether certain risk manage-
ment processes are in place,
Mr. Pierson said. "Because of
that view, we are not interest-
ed in creating a separate price
hike for NT."

e-Sher, a unit of Sherwood
Insurance Services, under-
writes coverage for a Lloyd's
syndicate and for CNA Finan-
cial Corp. The security prac-
tices e-Sher wants to see in-
clude appropriate system con-
figuration, round-the-clock
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erty Mutual Insurance Co. will
respond to the claim, Mr. Boik
said.

A spokesman for Houston
Mayor Lee P. Brown said city
property sustained an undeter-
mined amount of damage. He
said insurance for the city is
written with a $1 million de-
ductible and carries varying lim-
its depending on whether the
property is located within a
flood plain.

Personal lines underwriters
are seeing the most claims activ-
ity. State Farm Mutual Autorno-
bile Insurance Co. last week had
counted about 28,000 home-
owners and automobile claims
in south Texas and about 6,000
more in Louisiana. Allstate
Corp. said it had received 19,436
claims from the Houston area,
with 11,759 of those filed by au-
tomobile owners. Farmers In-
surance Co. reported about
7,500 claims, mostly for auto
losses. None of the personallines

insurers had compiled dollar
amounts for the claims.

Commercial losses are

"spread throughout the com-
mercial insurance industry,”
said Robert Barnett, Los Ange-
les-based assistant director of
loss adjuster McLarens Toplis
Inc.'s executive management di-
vision. Claims were still being
recorded late last week, but
McLarens already had totaled
about $250 million in losses
from 112 locations.

CNA Financial Corp. said last
week that it had received about
80 claims from the Houston area
and another 30 from Louisiana.
One of those losses exceeds $2
million, and another is approxi-
mately $230,000, said John
Rawlings, vp of property claims
at CNA in Chicago.

Mr. Rawljngs said CNA esti-
mates that its total liability from
Allison will not exceed $10 mil-
lion, "simply because the major-
ity of our commercial policies do
not have flood coverage."”

Liberty Mutual said it doesn't
expect a significant number of
claims from commercial policy-
holders, but it has sent a catas-
trophe team to south Texas to
handle any that do arise. The in-
surer had received about 1,000
personal lines claims last week
for flood damage to homes and
about 500 from auto owners.

Hartford Steam Boiler Inspec-
tion & Insurance Co. does not re-
lease claims figures, but a
spokesman for the insurer said it
does not expect problems from
the flooding because its policies
include flood exclusions. m

monitoring of systems for
hacker intrusions, and a staff
member dedicated to imple-
menting and monitoring secu-
rity measures.

Not surprisingly, after Mr.
Wurzler drew attention for his
recently published comments,
one of the calls he got came
from Redmond, Wash.-based
Microsoft itself. He explained
to the software giant what he
had meant by his remarks and
that the situation raised
awareness about an under
writing concern.

"It caused some consterna-
tion,"” he said. "But, at the
same time, it caused compa-
nies to understhnd the situa-

Ticora_"" o
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P ati e n tS Intend to subject employers to ha- said James Klein, president of the ity and the cost that will flow from Sen James Jeffords, |-Vt -a co-
bility except under the most limit- American Benefits Council in that " Ms Shelk noted that man- sponsor of a competing, less-in-
ed circumstances They hold that Washington He referred to a se- aged care plays a role m workers trusive patients’ bill of rights

Conunued from page 1 employers would only be held h- nes of principles that President compensation "and anything that backed by the White House-to

guarantees, such as emergency able for monetary damages in cov- Bush said must be the basis of any impacts managed care wlll have a leave the GOP, thereby turmng
care access and continuity of care erage disputes if they directly par- bill he would sign (Bl, Feb 12) At residual effect” over control of the Senate to the
for ongoing health care needs ticipated in making the decision the time, the president said he Still, "the bottom hne is, the Democrats

Employers, though, have criti- and the decision resulted m per- could not support a bill "that en- president has said he would veto "I think none of the personnel

cized the measure as providing ht- sonal injury or death According courages unnecessary or fnvolous Kennedy-McCain in its current shifted when Jeffords shdted to an

tle more than handouts to the to supporters, direct participation litigation" and called for protec- state and that has not changed,” Independent We still have the
plainbffs' bar because it would would not encompass such acts as tions for employers He also said she said same number of senators that we

permit lawsuits against managed selecting a plan or choosing what he could not sign the Bipartisan “"We're playing with hve ammu- had going into this mess So I'm

care plans-and m some cases the benefits the plan would cover Patient Protection Act, a position nltion in thls Congress We have a looking for an extensive debate,

employers that sponsor them-in Employer groups remain unper- that has been restated by the pres- president who wants to sign a bill lots of amendments and spirited
disputes over coverage It also suaded that they would escape ha- ident's representatives numerous and | think that's going to add a debate in the way that only the
would require that coverage dis- bihty For example, the Washmg- times since February new dynamic to this debate and | Senate can,” he said

putes undergo external review be- ton-based American Benefits "l think we're really at a point think this IS the openmg act to "You have a lot of activity obvi-

fore a plaintdf could go to court- Council issued a paper late last now that the details will matter so what hkely is going to be a contin- ously coming up here-I think
except in cases where death or se- week that said the bill would not much, how provisions will be uing debate Much as we would we're seeing some structure to the
nous injury occurs before comple- only allow employers to be sued crafted and whether the external hke to be out of the 'Groundhog debate," said Kate Sulhvan, direc-
ton of the appeals process directly under some Clrcum- review process is workable, and Day' scenario, | see no ready exit tor-health care pollcy for the U S

States with broader patient pro- stances, but also would open "the whether or not people must ex- from that debate," said Neil Chamber of Commerce in Wash-
tection laws could continue to en- door for expansive employer ha- haust external review before being Trautwem, director-employment ington She said she doesn't know
force those laws Cases involving billty in many other ways based able to go into court-currently policy for the National Assn of if the Democratic malority willl

medically reviewable decisions, on other provisions that are un- you don't under Kennedy-Mc- Manufacturers in Washington extend the debate to other health

such as traditional malpractice clear untit they are interpreted by Cain,” Mr Klein said "l think the Mr Trautwein played down the care matters, such as the cost of

claims, would remain in state the courts on a case-by-case ba- devil is in detalls” importance of Rep Norwood's ac- prescription drugs

courts, with awards-including sis " Such suits could include Mr Klem's concerns are shared tions In the meantime, Rep Nor-

punitive damages-dependent on those brought to determine by the property/casualty insur- "l think Norwood supporting wood's move means that employ-

individual state laws whether an employer did indeed ance industry as well the Ganske-Dingell bill in the ers w111 have to make their case to
The measure calls for federal have direct control over a cover- "Obviously, we're very con- House is hke a dog biting a man or Repubhcan members, some of

courts to hear cases mvolving ad- age decision or could be brought cerned with anything that extends the sun coming up m the morning whom are already drafting a mea-
ministrative decisions It would against a plan's fiduciary, which hability, particularly to employ- | don't think it changes the dy- sure that would embody the prem-
ban the awarding of punitive could have the same effect as a ers," said Mellssa Shelk, vp-feder- namics | think the only remark- dent's pnnciples

damages in such cases but would suit against the employer, accord- al affairs at the American Insur- able thmg would have been rf Rep "A lot of members look to Char-
allow the Imposition of a civil ing to the paper ance Assn in Washington "This Norwood had finally sought to en- he as to where they're going," she
monetary penalty of up to $5 mil- Looking toward this week's de- legislation has vast expansion of act a reasonable patients' rights said

hon m cases in which a plan acted bate, "a lot is riding on the White hability and basically allows for bill rather than the outrageous "We're going to have to talk to
with bad faith and flagrant dlsre- House's position and their adher- suits to be brought five ways for bills that he has supported m the those Republican members and
gard of a patient's nghts ence to the very clear and appro- the same alleged wrong We're not past and now once again " ask them Are you going to line up

Supporters of the measure have priate principles that the presi- against patient protections, our Mr Trautwein also played down with Norwood or are you gomg to
said repeatedly that they do not dent laid out several weeks ago," whole focus has been on the habil- the effect of the recent decision of back the presidentp”

pensive to implement and CPG's Mr Smith says the having It S professional staff and

OS HA standard was vague, overly ex- P u rCh Si n automobile Insurance together through a coalition and

lacked an adequate scientific group legal benefits coalition, outside experts do much of the
Cont:nued from page 3 basis The controversy ultimate- Contmued from page 3 which so far has commitments work, can put resources on a pro-
through on its plan to revisit the ly led Congress to rescind the um savings of roughly 12 % to from six employers, was able to ject that companies lack

ergonomics issue through the standard by using its powers 18% through policies written by obtain excellent rates and plan "It can be tough to get the job
July forums and then devise its undei the 1996 Congres- Metropolitan Life Insurance Co design features that coalition done with shrinking corporate

official approach by September, sional Review Act for the first Being in the LTC coalition "has members would not have been resources,” Mr Gulotta added

Mr Henshaw won’t have much time been a very positive experience able to gain on their own The le- For providers, doing business
time for on-the-lob training, she "It is imperative that OSHA It allowed us to offer this benefit gal benefits are being provided with a single bloc of big employ-
noted But given his experience, get a new assistant secretary as and at less cost compared to do- by Hyatt Legal Services ers can mean a significant reduc-
that should not be a problem, soon as possible, so that the pro- ing it on our own" said Gayla "We negotiated fantastic ar- tion in marketing and adminis-
she added cess of restoring that agency to Coffelt, benefit plans manager rangements," he added trative expenses, with a savings
"He's a technical person-he respectability can begin,” Sen with American Airlines Inc in passed on to customers
comes from the health and safe- Bond said in a statement re- Fort Worth, Texas "We were able to achieve a lot
ty side It's kind of telling that leased the evening before the "We do have a lot of purchas- ‘A coalition can of efficiencies,” Jodi Anatole, vp-
the unions are not opposing White House's official nomina- ing power, but joining with other product development and strate-
him," Ms Gackenbach said, re- ton of Mr Henshaw, made June emploxﬂers made this an even bet- achieve a level of gic initiatives at MetLife's long-
ferring to the fact that the AFL- 13 He said Mr Henshaw "has a ter deal,” s Coffelt said of the ternn care group in Westport
ClO and some of ItS member solid vision about restoring the - LTC program negotiation with a Conn, said of the insurer's par-
unions have praised the nomi- credibility and integrity"” of Prescription drug coalition ticipation m the LTC coalition
nation osHA members say that winning bigger provider that a Under the coalition model
"At the same time, the leading Keith Lessner, vp-safety and price discounts, whilg important, . CPG organizes coalitions and
opponent of the failed er- environment for the Aliiance of especially at a time of soaring single company, acts as their advocate m negotia-
gonomies standard-(Sen ) Kit American Insurers in Downers d'rug 'costs, iS- not their only mot- even one the size of |i(')r‘!S with suppliers,.while pl 0,_
Bond-recommended him | Grove, Ill, noted that the vation in banding together viding support services Coali-
think that everyone looks at him AIHA-which Mr Henshaw Through quarterly meetings, AT&7; could not tons that are formed, though
as professional He's a consum- used to head-has supported the benefit managers in the coalition are not legal entities and benefit
mate professional He has the need for an ergonomics stan- say they hope to learn from each achieve.’ plan contracts are between mem-
technical expertise to handle dard in the past, although It did other about how to run their pre- bers and suppliers E

not only ergonomics but the not back the standard OSHA SCl'Iption drug benefit programs _ Christopher O'Minn

other work/safety 1SSUeS that promulgated last year He said better and more efflciently

are going to confront the agen- the business community will be "Many heads are better than AT&T Corp. ADV ERTISE R
cy, everything from needle- watching very closely during one head We want to see who
sticks" to various other issues, Mr Henshaw's confirmation has a new idea that iS working
Ms Gackenbach said "He's go- hearings to see where he stands well,"” said Christopher O'Flinn, Aon's Mr Gulotta says em- I N D EX
ing to be able to hit the ground on the issue vp-human resources at AT&T ployee benefit purchasing coah-
running " In addition, the group has not Corp in Basking Ridge, NJ, tions bring advantages to em- Issue of June 18
Sen Kit Bond, R-Mo, who endorsed bipartisan legislation which is a member of the coali- ployers and providers For em- ADVERTISER PAGE #
had suggested in January that that calls upon the Labor De- tion ployers, by banding together, Ameorican Assoc of Orthodontia 16
President Bush consider Mr partment to produce a new Aon dechned to identify-until they have a buying and negotiat- Carvill Armorica Tne n
Henshaw as a candidate for the standard, although the group commitments are finalized-the ing Clout they lack on their own,
OSHA job, welcomed the nomi- does agree with goals of that six other employers that are ex- a point with which benefit man- CNA/Risk Management 10.11
nation and used the occasion to measure, which was introduced pected to join the coalition agers at even the largest Compa- CNA RSKCo 24
take an indirect swipe at the by Sen John Breaux, D-La, in The prescription drug coali- nies concur Fireman's Fund McGee 15
policies of the previous OSHA the Senate and Rep Chris John, tion, while easily the most signif- A coahtion can achieve a level First State Management Group 6
head, Charles Jeffress D-La , in the House, according icant, could be Just one of several of negotiation with a provider .
Kemper Insurance Companies 7
Mr Jeffress had drawn sharp to an April 16 letter sent to both coalitions that Aon, through ItS that a single company, even one
criticism from employers, risk lawmakers by AIHA's then- new CPG unit, will launch in the the size of AT&T, could not Marsh ine "
Milliman USA 9

managers and insurers for pro- President Steven P Levine, a months ahead Other employer achieve,” Mr O'Flinn said
mulgating an ergonomics stan- professor of industrial health at coalitions now being developed In addition, at a time when the Safety National Casualty Corp 4
dard in mid-November despite the University of Michigan in by CPG involve group legal ben- size of many corporate benefit Zurich NA s
opponents' contentions that the Ann Arbor m efits and group homeowners and staffs have been slashed, banding



ready offer the coverage to do so of trends that employers are
Mary Beth Mulligan, an associ- wrestling with Having said that,

Coverage

Contmued from page 1

ate who specializes in women's It would seem that shere's room
health issues at Wilham M Mer- for a more-enlightened approach
pending in another 16 These cer Inc in New York, said that for a company that is interested
state laws, though, do not apply shortly after the decision was is- in getting a real handle On its
to self-insured employer plans sued she received a call from a cost of doing business, and the
But some employer and insurer chent that had already been con- cost of doing business doesn't
groups argue that they remain sidering it and has "decided they stop at the health insurance
opposed, in principle, to the con- didn't want to fool around with door The cost of doing business
cept of mandated benefits it any more | think we'll proba- has to do with productivity and
U S District Court Judge bly see a number of employers the actual health of the worker,"”
Robert Lasmk ruled last week m who are going to be looking at he said
the Erickson case that excluding this a lot more carefully and, "Doesn't it seem folly to not
coverage for prescription contra- hopefully, they'll take it into promote contraception to avoid
ceptives violates Title VIl of the consideration,” Ms Mulligan unwanted pregnancy?" Mr
federal civil rights law, as said Employees' attorneys now Drummer asked The unwanted

amended by the Pregnancy Dis- have a legal precedent to call pregnancy is an expense not just
crimination Act of 1978 upon, she said in terms of health insurance but

Excluding a class of prescrip- Julie Gonen, director of family in lost productivity "A planned
tion drugs used only by women health at the Washington Bum- pregnancy might result in a
from a generally comprehensive ness Group on Health, said, "l quicker return to work, because
drug plan discriminates against think that if you add this to the you've got all your ducks lined
women by providing them with EEOC decision, as well as to the up, you're financially able to
less coverage than is offered to various state-level insurance support the child and the child
men, Judge Lasnik ruled mandates around this, it will add care that goes with it " Con-

"Although the plan covers al- Just a little bit more momentum versely, he said, women will of-
most all drugs and devices used to maybe pushing employers" to- ten leave the workforce to care
by men, the exclusion of pre- ward offering the coverage for the children born of unwant-
scription contraceptives creates Joanne Sica, assistant vp and ed pregnancies

a gaping hole in the coverage of- pharmacy benefits consultant There is also a fairness element

fered to female employees, leav- for Aon Consulting in Philadel- involved, observers say The de- -

ing a fundamental and immedi- phia, said she received numerous velopment of Viagra threw the
ate health care need uncovered,” issue in "high relief,” Ms Dar-
the | adge wrote in his decision ling said
Ms Erickson, a pharmacist, 15

the lead plaintiff in a class-ac- Doesn't it seem

tion lawsuit filed against her em-

Most health plans cover almost
all drugs and devices used by
men but may exclude contracep-
tives, Ms Sica said That in-

ployer, The Bartell Co , a self-in- follr to not promote

sured drugstore chain based in
Seattle A trial is scheduled for

equity, she said, was cited by the
judge in bus ruling
Ms Sica noted that, ironically,

contraception to

Oct 1 in the same court in which

avoid unwanted
plaintiffs are seeking still-un- many employers that do not of-
fer coverage for birth control

pills as a pregnancy preventive

specified reimbursement for the pregnancy')'
cost of their contraceptives
The court ruling follows a De- measure pay for the pills when

they are prescribed in response

- Ken Drummer

Watson Wyatt Worldwide

cember ruling by the Equal Em-
ployment Opportunity Commis-
mon, which also held that an em-

to a medical necessity For ex-
ample, birth control pills are also
ployer health plan that excludes used for some types of acne, as
contraception violates the Preg- telephone calls from employers well as for certain medical con-
nancy Discrimination Act But about the 1SSUe following the ditions in women such as cystic
that ruling, which involved two EEOC ruhng Now that the court ovaries and as a hormonal re-
unidentified employers, does not has also ruled m favor of cover- placement for menopausal wom-
have the force of law age, It IS "probably really going en, she said

Historically, many employers to pave the way for compames to Employer and insurer groups
did not originally cover prescrip- move in that direction," Ms Sica say that though they may not
tion contraceptives because they said have any problem with the argu-
were not considered a "medical "There's still going to be some ment that prescription contra-
necessity" under the terms of that say, 'Absolutely not, we're ceptives should be covered per
their health plans, observers not going to do it until someone se, they object, in principle, to
note But this notion has since holds our feet to the fire," Ms the concept of mandated bene-
changed, and many major em- Sica said But for employers who fits "Our members prefer to
ployers now cover prescription had been considering it anyway, make their benefit decisions vol-
contraceptive drugs The courts she said, "this might provide untarily,"” said WBGH's Ms Go-
have "caught up with what has that impetus to push them to nen
become an increasingly prevail- start covering it " James Klein, the president of
ing practice,” said Helen Dar- Two other factors encouraging the Washington D C -based
ling, a senior consultant with the introduction of the benefit American Benefits Council, not-
Watson Wyatt Worldwide in are the comparatively low ex- ed that the benefit IS offered to
Stamford, Conn pense and a sense of fairness, ob- the council's own employees, but

A national survey last year of servers say
1,887 employers by the Menlo

he said that injecting the concept
According to data compiled in of sex discrimination into the
Park, Calif -based Henry J May by The Segal Co of New discussion iS "somewhat of a
Kaiser Family Foundation York, oral birth control pills, the narrow view, when, in fact, these
breaks this down by benefit plan most commonly used prescrip- kinds of benefits are valuable" to
type A total of 87 % of compa- tion contraceptives, have an a both men and women

Ines with coverage through HMO projected total annual retail cost
plans, for instance, provide for of $300 per user

oral contraceptives Among con-

"l think the real issue here,
from an employer's reaction to it,
Observers say, though, that IS that every benefit that is man-
ventional plans, 60% offer con- this expense is far outweighed by dated, whether it is mandated by
traceptive coverage, while 62 % the total cost to an employer of Congress or the state legislature
of preferred provider organiza- an unwanted pregnancy, in or the courts, adds an incremen-
tion plans and 75% of point-of- terms of lost time, reduced pro- tal cost to the provision of health
service plans cover contracep- ductivity, turnover and medical benefits And for every 15 % in-
tives costs, and an increasing number crease in health care costs,

Ken Jacobsen, Atlanta-based of employers now recognize this 300,000 people in this country
national health practice leader If the use of birth control pills lose their health care coverage
for The Segal Co , said the con- saves a pregnancy, particularly a entirely "
sulting firm had already been high-risk pregnancy, the drug Mr Klein said that while some
encouraging employers that still costs are not particularly rele- may champion this decision, "Il
do not provide the coverage to vant, Ms Darling said think they just need to appreci-
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consider doing so in the expecta- Ken Drummer, practice leader ate that these things don't hap- Top advancing Bsues Ohio Casualty Corp, EMC Insurance Group, PXRE Corp Leading decliners Se,bels
Bruce Group, Health Net Inc, Mutual Risk Management Ltd Most activeissue Cmgroup The Blindex decreased
54%, the Dow Jones 30 Industnals dropped 32%, the S&P 500 went down 4 0%, and the NYSE Composite de-
creased 31% Average P/E Brokers, 229, Insurers/reinsurers, 25 9, and managed care companies, 145

tion that the courts would move for group and health care in pen without some costs else-
in this direction Watson Wyatt's San Francisco where m the benefits system and

This decision IS likely to en- office, said, "Prescription costs some other valuable benefit also
courage those who do not al- are one of the main components being potentially curtailed "

Source CNET /nvestor (investor cnet com) Boulder, Colo



Wonder why Jour Risk Service Provider hasn'’t
mentioned their 30 ton driver simulator?

f Because only RSKCo has one.

Not every Risk Service Provider can actually
drive up to your company and give your
employees a lesson in safety. Only RSKCo has
a dniver simulator that lets up to eight people

who drive for you simultaneously get safety

training. And the more they learn, the more
you gain. We have a lct of unique solutions
that can help your company minimize your

risks. And if a solution for your problem

doesn’t currently exist, we'll create one. This
© continued quest is just one more way we set

. ourselves apart.To find out more about how we

DIFFERENT, 713'61‘" guod reason.
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[laims Services and Information Services ara pre\uded hy Transci 'tmemal Technical Serviges, Inc. Loss Contral Services are provided by Ctek, Inc and Smith System Driver Improvement iﬂsh!ule Inc. Cost Management Services are provided hyic rllmenl.,]
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