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More states enacting
punitive damages caps
What seemed like the impossible

dream for tort reform advocates only a
few weeks ago became reality in Alaba-
ma as lawmakers approved massive
changes in the state's civil justice sys-
tern.

"What's probably the most remark-
able is the punitive damages bill. I think
if you'd asked those pushing this, they
would have been very surprised" that
the measure won approval so quickly,
said Sherman Joyce, president of the
American Tort Reform Assn. in Wash-

ington. The sudden legislative action,
followed quickly by the governor's sig-
nature, was spurred, in part, by concern

about a jury award of $580 million in
punitive damages to two families who
claimed to have been overcharged by
about $1,200 for satellite dishes (BI,
May 17). That award heightened the
perception of Alabama as a prime ex-
ample of a tort system run amok.

As dramatic as the Alabama reforms

are, however, they did not generate the
same passion as those that won ap-
proval in Florida, where Gov. Jeb Bush
signed a package of tort reforms only a
year after his predecessor, the late Gov.
Lawton Chiles, vetoed a similar bundle.
Among other things, Florida's law caps

See Tort reform on page 17

Parity measures top list
of state benefit mandates

For health care legislation at the state
level, 1999 may well be remembered as
the year of the mandate.

While a precise count is not available,
states added several dozen new benefit

mandates-on top of the hundreds al-
ready on the books-that insurers and
HMOs will have to comply with in the
plans they offer employers.

-' For example, seven states enacted
mental health care parity measures,
which, in varying degrees, require plans
offered by insurers and HMOs to offer
the same benefits for mental disorders

as for physical ailments.

Typical of the new mental health care
benefit mandates are measures enacted

in New Jersey and Oklahoma that man-
date coverage equity for severe, biologi-
cally based mental disorders, such as
schizophrenia.

Mental health care, though, is just one
of the many types of mandates that have
been enacted. For example, at least five
states have passed measures requiring
health plans to provide the same cover-
age for prescriptive contraceptives as

. for other prescriptions. while at least.
eight states have mandated coverage for

See Health on page 19
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Updates
Kaiser announces plans

to withdraw from Northeast

LATHAM, N.Y.-Kaiser Health Plan Inc.
announced Friday that it plans to withdraw
from its Northeast markets by the end of the
year and is now in discussion with interested
purchasers.

Kaiser said its Northeast unit has 575,000
members in four states: Connecticut, Mas-
sachusetts, New York and Vermont. It oper-
ates in suburban and rural areas, excluding
cities such as New York; Boston; and Provi-
dence, R.I.; a Kaiser spokesman said.

"After concerted effort, we have not been
See Updates on net page

FEMA to firm

eligibility rules
By ROBERTO CENICEROS Some public entities have come to see the

agency as their insurer of last resort, said
Tom Vance, risk manager for Anaheim,
Calif. He helped FEMA develop the rules it
is expected to propose.

Buildings owned or leased by city and
state governments, schools
and other public entities,
such as hospitals and uni-
versities, all would have to

be insured to be eligible for
FEMA assistance after

earthquakes, floods, named storms or dam-
age covered under all-risk policies, accord-
ing to an early draft of the proposal.

A governmental entity wishing to self-in-
sure its buildings would have to submit a
funding plan or dedicate specific funds for
post-disaster use to be eligible to receive

See FEMA on page 29

New disaster assistance eligibility rules
to be proposed by the Federal Emergency
Management Agency could push public en-
tities to purchase specific amounts of prop-
erty insurance.

FEMA's efforts could in-
PRIMA conference

crease demand for insur-

ance and affect pricing, coverage begins on page 3
observers have said (BI,

June 7).

Under congressional urging, FEMA is
seeking to return to its original mandate-
to provide backup support only for public
entities that purchase "adequate levels" of
insurance, a FEMA official said. The agen-
cy also wants to streamline its assistance
qualification procedures and encourage
loss-mitigation efforts.

Proposed FEMA rules would require government entities such as Los Angeles County, above,
to have property insurance in order to obtain federal assistance following a natural disaster.

Disability ruling
offe rs guidelines

By JUDY GREENWALD

DENVER-A federal appellate court de-
cision issued last week gives employers
a valuable road map to follow in
offering reassignment to dis-
abled employees, even though
the ruling favored the plain-
tiff, some attorneys say.

The 9-3 decision by the full 10th
U.S. Circuit Court of Appeals in Geneva M.

, . Smith us. Midland Brake Inc. overturned

earlier decisions in Midland's favor by both
a district court and a panel of the appellate
court. The latest ruling returned the case to
the district court for further proceedings.

Although Midland was on the losind side,
the decision provides clear guidelines for
employers faced with offering disabled em-
ployees other jobs within their companies,
and it could be influential in courts nation-

wide, attorneys say.
The case was brought by the widow of

Robert W. Smith. Mr. Smith developed
muscular injuries and chronic dermatitis on
his hands after working for almost seven
years in the light assembly department of
Midland Brake, a unit of Echlin Inc. He
could not continue in his job because of his

condition, and in 1993 Midland
fired him after it was unable to

find him another assignment in
his previous department.

Mr. Smith, who died during
the appeal process, filed a com-
plaint whose charges included
violation of the Americans

with Disabilities Act. The deci-

sion focuses on the ADA.

The appellate court ruled that reassign-
ment pLan emplayee to a vacant position in
a company "is one of the range of reason-
able accommodations which must be con-

sidered" if the employee cannot return to
his or her existing job under the ADA.

According to the decision, reasonable ac-
commodations within the existing job are
preferred, and an employer is required to
take only "reasonable steps to accomplish a
reassignment."

The decision then lists limits on an em-

ployer's duty to reassign. These are:
• There must be an "interactive process"

between the employer and the disabled em-
ployee that includes having the worker
identify the precise limitations imposed by
the disability and "potential reasonable

See Disability on page 31
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Kaiser leaving Northeast
Continued from page 2
able to achieve the level of long-term success in those markets
that we had hoped," the spokesman said. "Given our financial sta-
tus, we are unable to continue to invest in our health care deliv-
ery system there."

Kaiser posted a $288 million net loss last year (BI, March 22).

Filing targets former stockbroker
BRIDGEPORT, Conn-Federallaw enforcement officials have identi-

fied a debarred stockbroker as a central figure in an alleged scheme to
drain several hundred rnjllion dollars fmm a group of life insurers.

Martin R. Frankel, a former stockbroker banned from the business in
1992 by the Secuities and Exchange Commission, used several offshore

companies and aliases to gain control of Franklin American Corp. life in-
surance units and systematically drain their assets and premiums, the FBI
charges in court Slings.

According to an affidavit filed in Bridgeport, Conn., federal court by
FBI agent Joseph P. Dooley, Mr. Frankel ran a sophisticated-and unli-
censed-securities trading operation, Liberty National Securities Inc.,
from a multimillion-dollar estate in Greenwich, Conn.

Mr. Frankel also controlled the St. Francis of Assisi Foundation, a
British Virgin Islands entity created in August 1998, the filing says. When
Mississippi insurance regulators learned in March that the St. Francis
foundation was the ultimate owner of Franklin American and an affiliat-

ed holding company, they placed several of the insurance units under su-
pervision. The life insurers' president, John Hackney, later reported that
he could not locate the insurers' assets and could not reach anyone at Lib-
erty National Securities. The insurers' assets totalled $950 million, the
majority of which was supposedly invested through Liberty National.
Seven insurers affiliated with Franklin American have since been placed
in receivership (BI, May 24)

Mr. Frankel has not been seen since early May and is believed to be in
hiding, possibly overseas.

The Franklin American companies' assets may only be part of the mon-
ey that flowed through the St. Francis foundation: An audited financial
statement for the foundation reported that it held $1.9 billion as of March
31, and this did not include the insurers' money, according to a lawyer fa-
miliar with the case.

This money also is gone, and the origin of the funds and their ultimate
disposition are unknown, the lawyer said.

COBRA expansion introduced
WASHINGTON-Legislation introduced last week by the House

Democratic leadership would require employers to extend health care
coverage under the Consolidated Omnibus Budget Reconciliation Act for
up to 13 years, or more than four times longer than the current three-year
maximum.

Under the legislation, beneficiaries age 55 and older could extend their
COBRA coverage until they were eligible for Medicare at 65.

For example, a widowed spouse who took regular COBRA coverage at
age 52 could, when her eligibility for COBRA ended three years later, pur-
chase coverage for an additional 10 years.

Beneficiaries obtaining this special extension of COBRA coverage could
be charged a premium equal to 125% of the group rate. They now can be
charged 102% of the group rate for regular COBRA coverage.

The higher 125% premium is needed because individuals in this age
range are more expensive to insure, said Rep. Pete Stark, D-Calif., the
bill's chief sponsor, who introduced the original COBRA legislation in
1985.

Rep. Stark says his bill is needed because older employees who lose
their jobs can find the cost of insurance in the individual market pro-
hibitively expensive.

Connecticut HMO restructuring
FARMINGIDN, Conn.-A non-profit Connecticut health maintenance

organization is restructuring itself as a for-profit enterprise, citing the
need to raise capital to compete in a tough marketplace.

ConnectiCare Inc., the state's third4argest HMO, with an enrollment of
more than 220,000, will reorganize itself into a charitable foundation,
Connecticut Health Foundation Inc., and a new, for-profit holding com-
pany, ConnectiCare Holding Co. Inc.

Initially, the foundation will own all the stock of ConnectiCare Hold-
ing, which, in turn, will own ConnectiCare Ine., the HMO; Health Man-
agement Corp. Inc., a third-party administrator; and ProValue Inc., a
business services provider.

In the near future, the foundation will privately sell common and pre-
ferred stock in the holding company to buyers who will hold the stock as
a long-term investment, ConnectiCare announced. The foundation does
not plan a public offering of the holding company's shares.

ConnectiCare President and Chief Executive Officer Marcel L.

Gamache cited the highly competitive health care market as the reason
for the restructuring. "To succeed as an independent, Connecticut-fo-
cused HMO. ..we must have access to capital markets unavailable to us
as a not-for-profit 6rganization," he said in a statement.

Connecticut Health Foundation will continue to operate as a charitable
organization, making health-related grants to local communities funded,
in part, from dividends on, sales of, or other earnings resulting from its
holdings of ConnectiCare stock.

See Updates on page 30

Errors & omissions
Maine Gov. Angus Kinglast week vetoed a bill that would have extend-

ed workers compensation benefits for amputees. A story on page 15 in-
correctly reports that Gov. King signed the bill.

Move spurs more talk of a market turn

Reliance to boost reserves
By GAVIN SOUTER

NEW YORK-Reliance Group Holdings Inc.'s an-
nouncement that it will increase its net reserves by
up to $250 million is another signal that commercial
insurers are struggling and that rate increases may
follow, analysts say.

Reliance is one of several insurers that over the

past several months have shown signs that the low
rates they are charging for coverage are causing fi-
nancial problems, they say.

Historically, reserve strengthening has preceded a
hardening of the market, said A. Michael Frinquelli,
general partner and insurance analyst at Renaissance
Fund Advisors in New York. "This has typically hap-
pened in the past just before premium rates have
gone up," he said.

Last week, Reliance announced that it is conduct-

ing an analysis of some commercial lines that have
had poor results. The analysis, according to the in-
surer, will be completed by mid-July and will likely

result in an increase in its net reserves of $150 mil-
lion to $250 million.

Reliance continually reviews its reserves, and re-
cent reviews indicated that reserves for some lines

soon would fall "below the acceptable range" the
company sets for itself, said Albert A. Benchimol, se-
nior vp and treasurer of Reliance in New York.

The problem lines include commercial property
commercial auto, transportation and some environ-
mental coverages, he said.

In addition to bolstering reserves, the insurer will
likely increase certain rates and will cancel or not re-
new some of its unprofitable accounts, Mr. Benchi-
mol said.

This year, Reliance already has canceled or not re-
newed $85 million in property and transportation
business, he said.

The last time Reliance added a special increase tc
its reserves was in 1996, when it added $134 million
to cover pre-1987 environmental and asbestos losses.

See Reliance on page 25

Patient protection takes early steps
But partisan wrangling threatens to slow progress

By JERRY GEISEL

WASHINGTON-Patient pro-
tection legislation is inching for-
ward in Congress, but a biparti-
san agreement that would en-
sure passage appears far off.

On straight party-line votes
last week, the House Employer
and Employee Relations sub-
committee approved a series of
patient protection bills intro-
duced by Republicans.

The measures now will go to
the full Education and the

Workforce Committee, which
could consider the bills as early

as next week.

The bills approved by the sub-
committee would:

• Allow patients to appeal
coverage disputes to indepen-
dent external review panels
made up of physicians.

• Allow a woman to choose an

obstetrician/gynecologist as her
primary care physician.

• Allow parents to designate a
pediatrician as the primary care
physician for their children.

• Require health care plans to
cover emergency room services

if a "prudent layperson" be-
lieved the situation constituted

a medical emergency.
• Ban so-called gag clauses so

that physicians in managed care
networks could freely discuss
treatment options with patients
regardless of the cost of those
options.

• Create a federal Health Care

Access, Affordability and Quali-
ty Commission to examine,
among other things, whether
rnore benefit mandates afe

needed.

In addition to the patient pro-
tection bills, the panel also ap-
proved a measure that would let

See Patients on page 30

Aetna to amend Pru bid

amid reports of pressure
Status of HMO merger unclear na has informed department officials that it will

Insurance Department confirmed last week that Aet-

amend its merger application.
By JOANNE WOJCIK And the Texas Medical Assn. issued a press release

stating, "We are cautiously opti-
mistie that the monstrous Aetna U.S.

*Sj'jSfil C7Etna
The TMA, along with two Texas

Healthcare-Prudential merger, as
originally proposed, has been dis-

Prudential HealthCare, doctor

mantled."

groups say. medical societies and the Chicago-
The Dallas Morning News and US Healthcar6 based American Medical Assn.,

The Wall Street Journal both re- wrote separately to the Justice De-
ported last week that the U.S. Justice Department partment, protesting the proposed merger shortly af-
has told Aetna to sell off its NYLCare units in Dallas ter plans for it were announced last December.
and Houston before it will grant regulatory approval Many of the medical groups' arguments stemmed
of the merger. Aetna acquired NYLCare Health Plans from a dispute that occurred last fall between the
in July 1998. Dallas-based Genesis Physicians Practice Assn. and

While no officials at Aetna or the federal govern- Aetna.

ment would confirm the published rumor, the Texas See Aetna on page 29
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Y2K measure

advances;
veto likely

By MARK A. HOFMANN

WASHINGTON-The Sen-

ate's approval of a bill provid-
ing some liability relief for
businesses facing suits stem-

 ming from the Year 2000 com-
puter problem moves the de-
bate on to another stage.

A House-Senate conference

committee will be named to

iron out differences between

the Senate bill and a more-ex-

ii pansive bill the House ap-
 proved earlier this year. But
1 any compromise appears likely
1 to face a veto, given President
' Clinton's repeated objections
I to both bills as providing in-

sufficient protections for con-
sumers.

Despite the veto threat, the
bill's progress drew favorable
reviews from risk managers,

<s insurers and business as a
f whole,
:- "We don't like any uncer-

tainty," said Lance Ewing,
. chair of the Risk & Insurance

Management Society Inc.'s Ex-
ternal Affairs Team. If legisla-
tion can diminish uncertainty
over Y2K, "that's certainly in
our favor."

, , "From our standpoint, we
'4 need to know what exactly in-
--. surance is going to pick up in

, the event that there is a loss

:, due to a Y2K problem. For the

most part, risk managers are
always concerned with the
'what if,' and Y2K certainly
fits into that box," said Mr.
Ewing, who is also director-in-
surance and loss prevention for
GES Exposition Services Inc.
of Las Vegas.

"Risk managers have to be
aware how our government
views the actual interpretation
of what the proximate cause
was for a loss in regard to Y2K.
Depending on the definition
that comes out of this legisla-
tion, risk managers may be
forced to get new coverage,
step up loss control, or not con-
tinue in that operation or pro-
duction. In addition, we're also
concerned about support com-
panies that provide our compa-
nies with materials, labor, etc.,
who may have Y2K problems
that affect our end product.
Overall, I'm usually nervous
when legislators tend to make
decisions for risk managers,"
said Mr. Ewing.

Christopher Mandel, direc- 
tor-global risk management at "
Tricon Global Restaurants Inc.

in Louisville, Ky., and vp-Ex- '
ternal Affairs on RIMS' Execu-

tive Council, said: "In general, .>
the position the society takes .6
on why we wanted this is that 1
the whole issue of litigation ex- 1

»**i: f.ee YZK on page 30,

Public entities facing
higher benefit costs

By RODD ZOLKOS

SAN DIEGO-Cutting bene-
fits costs without sacrificing
quality is an achievable goal, ac-

., cording to one panel at this
year's conference of the Public
Risk Management Assn. earlier
this month in San Diego.

And that's a good way for a
risk manager also involved
in the benefits side of the busi-

ness ·to become a hero in his

or her organization, suggested
Daniel J. Pliszka, manager of the
risk management division for
Charlotte, Mecklenburg County
and the Charlotte-Mecklenburg
Board of Education in Charlotte,
N.C.

It's a safer route than achiev-

ing "hero" status on the basis of
insurance cost savings, said Mr.
Pliszka, who moderated the ses-
sion, "because if the market gets
hard and your costs go up, does

that make you a jerk?"
Jelka S. Petrovic, sales and

marketing director for Detroit
Medical Center in Southfield,

Mich., agreed. "When your in-
surance costs go down, you're a
hero. Unfortunately, in the in-
surance industry, it's an under-
writing cycle," Ms. Petrovic
said.

And, she noted, at least in the
health care area, the market is

"entering a period of increases."
Ms. Petrovic estimated that,

on average, for 2000 and 2001,
employers will see increases of
12% in each of those years in
their employee health care costs.

The reasons for the increases

are several, including technolog-
ical and medical advances that

are resulting in new but expen-
sive treatments and drugs; in-
creased charges by providers
stemming from government cuts

See Benefits on nezt page

RIMS/QIC may lengthen interval
By MICHAEL BRADFORD

Risk managers continue to show dissatisfaction
with their insurers, brokers and thdrd-party admin-
istrators in what may be the final annual scoring of
those service vendors.

The results of the 1999 Quality Scorecard, released
last week, show scant improvement from a year ago,
when risk managers gave their business partners low
grades in satisfaction and performance.

That has prompted the project's sponsors to discuss
whether to conduct· the survey at intervals longer
than a year to let vendors implement quality im-
provements between the scorings.

And the broker that was ranked highest by risk
managers has questioned the worth of the scorecard's
grades and suggested that its use is misguided.
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Vendor marks still low

on Quality Scorecard
The scorecard is a project of the Quality Insurance

Congress and the Risk & Insurance Management So-
ciety Inc. The research is conducted by the Katie In-
surance School at Illinois State University in Nor-
mal. Last year's survey was the first conducted by
RIMS and the QIC.

This year's full results are not a surprise; prelimi-
nary scores were released at the Risk & Insurance
Management Society Inc.'s conference in Dallas ear-
lier this year. Those results showed that insurance
buyers remain largely dissatisfied with the service
they are getting (BI, April 26).

The full results show that risk managers have seen
little change in the past year in vendors' practices.
On a scale of 1 to 100, they gave the overall industry
a 67 in satisfaction, a 70 in performance, and a 72 in
loyalty. Last year's scores were virtually the same: 67
in satisfaction, 70 in performance, and 73 in loyalty.

Risk managers gave insurers and reinsurers an
See Scorecard on page 28
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Risk of violence

pervades workplace
By RODD ZOLKOS

SAN DIEGO-Americans

have grown increasingly fearful
of violence in their streets, in
their schools and in their work-

places-a concern that is well
founded, said an attorney who
has focused on workplace vio-
lence.

Speaking as part of a panel on
violence in society at the annual
conference of the Public Risk

Management Assn. earlier this
month in San Diego, San Fran-
cisco employment lawyer Rebec-
ca A. Speer said, "That feeling,
that caution, that fear, is justi-
fied."

"Workplace violence is perva-
sive," she said. "Workplace vio-
lence takes a variety of forms
that are tremendously disruptive
to an organization."

Whether through actual vio-
lence, implied threats or aber-

rant behavior that alarms peo-
ple, employers face large liabili-
ty issues, Ms. Speer noted.

Through discussing the issue
with employer clients, she con-
cluded that "many employers
are just throwing up their hands
to the issue."

Problems often "just fell
through the cracks," Ms. Speer
said. "A lot of problems that I
felt could have been dealt with

at early stages were allowed to
fester and become full-blown

crises."

But, she said: "We all can

learn how to manage the prob-
tem well. Not to do so would be

a significant omission, from a
risk management perspective."

Non-fatal incidents of work-

place violence are significantly
underreported, Ms. Speer said,
and one private study suggests
that one in four workers will

See Violence on page 6
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Benefits
Continued j>om previous page
in Medicare and Medicaid payments;
higher prescription drug costs; and
an increase in mandated benefits.

A traditional response would be
for an employer to cut benefits, alter
premium contributions or increase
copayments and deductibles, Ms.
Petrovic noted.

But that traditional approach is
"really not a cost-effective way to
handle increased health care costs,"
she said. "Because, instead of con-

trolling your costs, you're shifting
them onto your employees."

There are other options that can
benefit both employers and

providers and hospitals, Ms. Petrovic
suggested, such as physician-hospi-
tal organizations. Organizations like
her facility have crafted such physi-
cian-hospital partnerships to devel-
op and market "private label" health

care products.
Such organizations work with

fronting insurers or reinsurers and
say, "This is our product that we are
marketing to employer groups," Ms.
Petrovic said.

In such private-label programs,
plan participants get the greatest
benefit when they use the organiza-
tion's facility, get the next greatest
benefit when they use a facility in a
designated network, and get the
lowest benefit if they go outside the
network for care.

"What we have found is we have

been able to bring our rates down on
our private-label product about 15%
below the commercial rates," she
said.

A key to reducing costs with pri-
vate label products is better care
management that focuses on the
quality of care, disease management
through health risk appraisals and
coordination with the participant's
primary care physician, wellness

Use our imagination.

programs built into the plan, and
case management, Ms. Petrovic said.

"The whole goal is to keep that
member healthier," she said. "We're

seeing the primary care doc not as a
gatekeeper but as the member's
partner."

Another key is a somewhat unusu-
al approach to carving out bene
fits-for example, in the area of
high-cost, low-frequency proce-
dures.

Using that approach, through di-
rect contracts with prorders, plans
can achieve packaged pricing sav-
ings of 30% to 45% on such proce-
dures as bone marrow transplants,
other organ transplants or other spe-
cialty services, Ms. Petrovic said.

"There are centers of excellence,"

she said. Plans look nationally for
such centers, she said, because even
after paying the plan member's
transportation costs to the best heart
transplant facility in the country, for
example, the plan still can realize a

savings through negotiated package
pricing.

"You're sending them to the best
in the country, and you're cutting
costs," Ms. Petrovic said. "It's a win-
win situation."

Another panelist, Stanley Fayne,
risk manager in the Oakland County
Risk Management and Safety De-
partment in Pontiac, Mich., noted
that, through the strategic use of
case management, organizations
also can achieve savings while im-
proving employees' care.

For example, "we've identified a
$25,000 figure as a trigger for using
a case manager," Mr. Fayne said.
Those sorts of cases involve only 186
to 3% of an organization's health
care population but generate 45% of
its cost, he said.

Using a case manager to ensure
that the plan member is being treat-
ed appropriately and that treatment
guidelines are being followed can re-
duce the chances of further prob-
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Imagine having your benefits and compensation solutions
save hundreds of millions of dollars, while providing greater

satisfaction for your employees. ASA solutions have accom-

plished that feat in several well-documented cases. That is

why ASA revenues have grown looo% since ,990 and why ASA

has become one of the Top lo benefits and compensation

consulting firms in the U.S.*

At ASA, our knowledge in a wide variety of disciplines gives

you the imaginative solutions that produce tangible, bottom-

line results. We hire the brightest, most creative professionals

and provide them with an environment that encourages cre-

ative problem solving. We look at your corporate goals and

design every component of your benefits and compensation

programs to achieve them. ASA delivers solutions that create

new possibilities and outstanding rewards.

Call us. We bring something new to the table. We're iooo% sure.

800 230 2982 or visit www.asabenefits.com

What it takes.

* As reported in Business Insurance. December 14, 1998.
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lems with their associated higher
costs.

And, by using a case manager in
cases of chronic ailments such as

asthma, congestive heart failure or
diabetes, the organization can "im-
prove the quality of life for your em-
ployee and control cost by effective-

ly controlling your case manage-
ment," Mr. Fayne said. Eli

Panel:

M&A

no need

for worry
By RODD ZOLKOS

SAN DIEGO-Public sector

risk managers shouldn't worry
that consolidation in the rein-

surance industry bodes ill for
their operations, according to a
panel of reinsurance industry
executjves.

Speaking to the Public Risk
Management Assn.'s annual
conference earlier this month in

San Diego, Patrick Jasper, se-
nior vp at Swiss Re New Mar-
kets in Chicago, described the
consolidation as "just part of a
general cycle."

"I really don't think the con-
vergence that's going on is going

to* be the

end of a +

111.ima competi-
tive rein-

surance

111111111 Another

market,"

Mr. Jasper
said.

member of

the panel on the public entity
reinsurance market, Mark Pe-

terson, vp at Towers Perrin
Reinsurance in Seattle, suggest-
ed that risk managers could
benefit from consolidation. The

mergers and acquisitions ram-
pant in the industry are, he said,
"motivated by bringing you bet-
ter service on a lower-cost ba-
sis."

That, if true, is good news for 1
risk managers, because consoli-
dation will continue, according
to Blaine Bontempo, vp at Gen-
esis Underwriting Management
Co. in Chicago.

"The consolidation routine

seems to be accelerating, and we 
would think the next wave may
be in the smaller reinsurers,"
Mr. Bontempo said.

In addition to consolidation

among reinsurers, the integra-
tion of banking and insurance
also should bring some change,9
to the reinsurance landscape.
Once again, though, the changes
should offer opportunities for
better service to public sector
buyers, the panelists said.

That integration will result in
"very interesting combinations"
of reinsurers, insurers and bro-

kers, said Edd Erickson, presi-
dent-alternative markets at

Signet Star Reinsurance Co. in
Florham Park, N.J.

The anticipated lifting of ex-
isting federal prohibitions
against bank, insurance and se-
curity dealer affiliations may
well take such shapes as "a
dream team of Berkshire Hath-

away and Goldman Sachs,"
See Market on page 6
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Market
Continued from page 4
Mr. Erickson said.

But whatever shape such combinations might take,
traditional reinsurers will still have a place, as long as
the new laws are written fairly, said Mr. Bontempo.
"We don't care who our competitors are and how
they're built; we just want a level playing field," he
said.

On other issues in the public entity reinsurance
market, Mr. Erickson said he sees "a gigantic differ-
ence" in the degree to which various public entity in-
surance pools have addressed the Year 2000 comput-
er issue, and he advised the risk managers attending
the session that reinsurers do take note of such mat-

ters.

"I would impress upon you that your reinsurers are
looking at your risk management efforts all the time,"
Mr. Erickson said.

"One issue I haven't heard anyone mention is miti-
gation," he added. "A policyholder has a duty to mit-
igate damages."

And for public entities that might seek coverage
should they face Y2K-related losses or claims, Mr. Er-
ickson said, "If you've got a lot of bad chips" but
don't do anything about them, "I don't see where
you'd have any coverage."

Mr. Erickson also acknowledged that a soft market
for municipal liability coverage might prompt some
public entities to consider leaving their pools for the
traditional market. He offered two causes for caution,
however.

The first is the prospect of "giving up all the hard
work" that went into creating and developing the
pool.

The second reason for caution is the potential atti-
tude of regulators and legislators toward such moves,
particularly if the market should later harden and a
group of municipalities seeks to re-form a dissolved
pool.

"If a pool goes out of business, then you're going to
have to go back to your legislators and say, 'Please,
can we do this again?' " Mr. Erickson said.

Violence
Continued from page 3
face violence or threats of violence on

the job.
Despite a general drop in crime, there

doesn't seem to be an accompanying de-
cline in incidents of workplace violence,
she said.

"Workplace violence costs American
organizations billions of dollars every
year," Ms. Speer said. That cost can re-
sult from lost productivity, employee
turnover and medical and security
costs.

"Part of the cost also comes from le-

gal liability," she said. She noted courts
are ruling that while employers don't
have to guarantee workers' safety, they
must take steps to prevent violence that
is foreseeable and to control situations

that come to light.
"Public entities, just like the private

sector, are dealing with workplace vio-
lence in its many forms every day," she
said.

Ms. Speer advised all employers to
implement formal workplace violence
prevention and identification pro-
grams.

Programs should include such ele-
ments as a written policy "prohibiting
violence or threats of violence at any
time" and an interdisciplinary team
within the organization that is trained
to receive and address reported threats
of violence, she said.

The programs also should include: a
reporting and response mechanism un-
der which employees are required to re-
port violations of the workplace vio-
lence policy and the interdisciplinary
team is required to respond; employ-
ment practices, such as prehiring
screenings; and effective management
when situations do arise to identify and

CONFERENCE

resolve potential threats. There also
must be adequate training for managers
and employees in dealing with work-
place violence issues.

"I think criminal background checks
on all employees typically aren't doable
for most organizations," Ms. Speer said.
But she suggested employers should un-
dertake some kind of pre-employment
checks consistent with what state laws

allow.

"I think the trick is, once you have the
information, what do you do with it,"

'Public entities, just like the
private sector, are dealing
with workplace violence in
its many forms every day,'
says Rebecca A. Speer.

she said, adding that it's not appropri-
ate for most organizations to say, "We'll
never hire anyone who has a criminal
record."

In reporting and investigating inci-
dents, Ms. Speer conceded that some
comments made in the heat of the mo-

ment might sound like verbal threats
but aren't serious. "People say things
they don't mean," she said.

But a workplace violence policy
should require that no matter what's
intended, the team designated to deal
with such issues should investigate and
determine whether a threat exists.

"You take something that might be
minor but treat it seriously, no matter
what," she said.

On the schools front, despite recent
"horrific" events, Richard Verdugo, co-
ordinator of the Safe Schools Program
of the National Education Assn. in

New Information Technologies

a revolution for Insurance and Reinsurance services.

Tuesday 7th september 1999 9.30 12 30

Centre de Congrds Auditorium de Monaco - Boulevard Louis Il

Washington, told public risk managers
that "by and large, schools are safe
places."

"However, the NEA believes that
even one incident is one too many," he
said.

The group has taken a number of
steps to deal with school safety. While
the NEA believes the problem has its
basis in society, Mr. Verdugo said, the
organization realizes that "schools can
be facilitators of the problem if they
don't stop inappropriate behavior early
and if they don't enforce rules fairly
and consistently."

While 60% to 70% of schools now

have some sort of crisis prevention plan,
"the problem there is they'11 say, 'Well,
we don't practice it, and I kind of forget
how it works, '" Mr. Verdugo said.

The NEA is working to address the is-
sue of violence in schools through three
areas: school management, curriculum
and physical plant, Mr. Verdugo said.

Schools can incorporate programs on
social skills and appropriate behavior
into the curriculum, as well as such

programs as peer mediation, conflict
resolution and race relations, the NEA
suggests.

In the area of the schools' physical
plants, "there it has to do with the ap-
pearance of the school, getting rid of ar-
eas that block the sight of adults look-
ing on," Mr. Verdugo said. "But the
biggest idea here is that maybe big isn't
better, smaller is better." In large
schools, students can feel like "a cog in
a machine."

The panelists noted that in the effort
to reduce incidents of violence, it's im-

portant not to label workers, students
or members of society as potential
threats.

In the workplace, for example, "don't la-
bel the employee who acts out; just deal
with the behavior," Ms. Speer said. Eli
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Opinions-

State actions largely sound
=S WE REVIEW this year's risk managementand employee benefits-related state legisla-
tive activity, we think the pluses, for the most

part, outweigh the minuses.

On the plus side is tort reform. While state reform
efforts have slowed compared to previous years, the
measures enacted so far this year are striking given
the states where those measures passed as well as the
scope of the measures.

One state that enacted surprising and welcome tort
reform is Alabama. The outlandish punitive damage
awards Alabama juries have handed down in recent
years-including a $580 million award earlier this
year in a case involving a $1,200 overcharge-have
tarnished the state's image in business circles.

But Alabama legislators-perhaps in response-
enacted legislation that will cap punitive damage
awards in non-injury cases against large businesses
to three times the compensatory damages awarded or
$500,000, whichever is greater.

In Florida, legislators passed a product liability
measure that eliminates joint-and-several liability
for defendants only slightly at fault and sets a rea-
sonable time limit of 12 years after a product was
manufactured for filing a suit.

But on a matter of special urgency-limiting liabil-
ity for losses that arise from the Y2K computer prob-
lem-the record is mixed.

While some states, such as Texas, enacted relative-

ly broad Y2K liability protections, others focused
such relief, directing their efforts on narrow seg-
ments of the spectrum of likely defendants, notably
public entities.

But in other states, such as Iowa and Maryland,
even modest reforms were vetoed.

The state record on another risk management re-
lated-issue, commercial lines deregulation, also is
encouraging.

Ten states this year passed legislation to give buy-
ers more freedom to tailor forms individually and to
negotiate rates with their insurers. In our view, com-
mercial lines deregulation-done right-cuts over-
head and leads to more competition. Large corporate
buyers may, in fact, be more sophisticated than those
regulating the specialized rates and forms those buy-
ers need.

Our only concern is that the threshold some states
have adopted for deregulating commercial lines may
be too low. That could lead to unsophisticated buy-

Letters

in Alabama. If Mr. Ewing knew anything
about civil law, he would know that these
amounts are greatly reduced in subse-
quent legal proceedings. Companies such
as Mercedes, 3M and now Honda know

this, and they have located large manu-
facturing facilities in the state. That is a
logical choice, given the business atmo-
sphere in the state at this time.

It seems as if Mr. Ewing just engaged
his mouth-or pen-before engaging his
brain in his bashing of Alabama. Our

*-,1 -
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ers making mistakes and triggering a regulatory
backlash.

On the employee benefits side, we are glad to see
that legislators, for the most part, are rejecting ex-
treme approaches to curb managed care plan abuses.

A hot issue just a couple years ago, state legislators
by and large have rejected proposals to expand
the liability of health care plans for coverage deci-
sions.

Instead, states are passing bills allowing patients
to bring coverage disputes to independent external
review boards for their rulings. That strikes us a bal-
anced approach that gives patients more rights
against ever-more-powerful managed care plans

without imposing new liabilities-and much higher
costs-on the plans.

On the other hand, states are showing no letup in
heaping new benefit mandates on commercial health
insurers and HMOs. We've often said that these man-

dates have more to do with the clout of provider
groups-which view mandates as a way to perform
more services and increase their revenue stream-

than good public health policy.
But many of this year's crop of mandates appear

more modest, such as parity in coverage of severe bi-
ologically based mental illnesses, than in the past
and with minimal price tags for buyers.

Embracing technology key to survival
To the editor: In response to May 31 let-

ter to the editor, "Benefits of Captive Bro-
kers Overstated," by Eric S. Tachau, I can
only cite actual case statistics.

The CIA Direct program developed by
Insurance Data Systems is averaging a
23.1% cost reduction. I respect Mr.
Tachau's comments and his 50-plus years
in the business. But Mr. Tachau must

think young if he is going to survive in the
21st century. The power of automation,
electronic commerce and the Internet is

changing the world dramatically.
Ten years ago, no one would ever have

thought that computer geeks such as Bill
Gates and Michael Dell would become

business icons. I couldn't carry their bags
on my best day, but I can and will learn

from every move they make.
My money is on the progressive insur-

ance firms using electronic commerce and
the Internet. Those who ignore it will soon
be left far, far behind.

Richard Kerr

Chairman and Chief Executive Officer

Insurance Data Systems
Dallas

Remarks about Alabama defy logic
To the editor: This letter is in response

to Lance Ewing's letter in the June 7 is-
sue.

Mr. Ewing, in his letter, tries to link the
high jury awards in Alabama to the
state's educational system in a way that
defies any definition of logic. Mr. Ewing
assumes that high jury awards are in-
dicative of uneducated citizens/jurors.

I seriously doubt that Mr. Ewing knows
anything about any of the jurors that
have been a part of any court proceeding

state's reputation is not entirely unde-
served, but that does not preclude the rest
of the population from using logical
thought when evaluating any kind of sit-
uation. It would be logical for Mr. Ewing,
in the future, to use more rational

thought before committing his thoughts
to paper, or he could just close his mouth
when he doesn't know what he is talking
about.

Philip Petersen
Birmingham, Ala.
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Governments can help in tort reform
By RODD ZOLKOS

SAN DIEGO-Local governments
can be key players in state tort refonn
coalitions, and they stand to gain by
participating in those efforts, accord-
ing to an Illinois tort reform advocate.

Speaking to the Public Risk Man-
agement Assn.'s annual conference
earlier this month in San Diego, Ed-
ward D. Murnane, president of the
Illinois Civil Justice League in Chica-
go, said that while major corporations
often are at the heart of tort reform

coalitions, local governments and
non-profit entities also are key to the
success of those coalitions,

"To us, the partnership, as impor-
tant as it was to get the big corpora-
tions, the big organizations, it was just
as important to get the local govern-
ments and the not-for-profits," Mr.

Murnane said, detailing his coalition's
ongoing effort to push for tort reform
in nlinois.

"I will admit to you, we had finan-
cial support from some of the major
corporations in minois," Mr. Murnane
said. But while such companies as
Deere & Co., Caterpillar Inc, and
Ameritech Corp. were at the heart of
the coalition, the local governments
and non-profits provided the effort's
"human face."

The participation of governments
and non-profits also made it more dif-
ficult for tort reform opponents to ar-
gue that tort reform would benefit
only big business, he said.

"If you can translate into tax dol-
lars, that's going to cause legislators to
pay more attention. That's going to
cause the public, to pay more atten-
tion," Mr. Murnane said.

I

While he says he's not advocating
that local governments "sell out your
interests" to the big manufacturers in
their states, Mr. Murnane said he does
think governments should look for

ways to form
coalitions with

1,1.ima business to ad-

dress common

concerns.

"You have

to protect your
interests when

you get in-
volved in these

coalitions," Mr. Murnane cautioned

the public sector risk managers.
Such coalitions can be mutually

beneficial, he said. Local governments
can provide credible information that
is difficult for tort reform opponents
to challenge, and the large corpora-

There used to be two approaches: big and impersonal. Or small and limited. Acordia

took the middle way. We give you the clout of America's largest privately held broker.

With the personal attention only a local organization can provide. Which makes us

perfect for companies that find themselves in the middle of things. Companies like

yours. We give you peace of mind.

ordia
Americas Largest
Privately Held Broker

Contact: Charles Ruoff, Senior Vice President and Chief Marketing Officer
Aeordia Inc. 111 Monument Circle, Suite 3200 Indianapolis, Indiana 46204 • (317) 488.2500

www.acordia.com

tions can finance the effort.

The trial lawyers' lobby, he said,
will continue lobbying against tort re-
form.

"There is an opponent out there
who will do everything they possibly
can to continue to go after local gov-
ernments, to continue to go after
manufacturers and the insurance

companies," Mr. Murnane said.
"One thing that continues to make

local governments so vulnerable is,
yes, they have deep pockets, but they
have the ability to make those pockets
deeper by raising taxes," he said.

Mr. Murnane suggested that local
representatives of the American Tort
Reform Assn. could be key contacts
for local government officials.

Examining his coalition's experi-
ence, Mr. Murnane said that, in 1995,
Illinois enacted what was considered

the most comprehensive tort reform
legislation ever produced in the Unit-
ed States. Since then, seven states
have passed laws patterned on Illi-
nois' legislation, he said.

But, Mr. Murnane noted, 30 min-

utes after then-Gov. Jim Edgar signed
the tort reform measure into law in

1995, the Illinois Trial Lawyers Assn.
challenged it in court. In 1997, the Illi-
nois Supreme Court nited the mea-
sure unconstitutional.

"T'he problem that we have is we're
still engaged in a battle, and there's
really no end in sight," he said.

Tort reform advocates need to work

with partners and form alliances, he
said.

In Illinois, the four key objectives of
the tort reform coalition that formed

in 1993 were to build a strong, diverse
coalition; to educate the public; to de-
termine the shape of appropriate leg-
islative solutions; and to create a
friendly political climate to get that
legislation passed and enacted.

"Don't be afraid to get mixed up in
the political process," Mr. Murnane
said.

"In Illinois, the tort reform battle

has been sharply divided on partisan
lines," Mr. Mumane said. That's not
true in every state, he noted, "and it
need not be true. In many states, it's
been a bipartisan campaign or a non-
partisan campaign."

The Illinois coalition targeted a
group of legislators opposed to tort re-
form and succeeded in defeating
enough of them to create the favor-
able legislative climate the coalition
sought.

Now, as the Illinois coalition works
once again at achieving tort reform, it
is taking a long look at creating a ju-
dicial climate more favorable to its

cause.

Mr. Murnane noted that, next year,
the positions of four of seven members
of the Illinois Supreme Court are up
for election to or retention in 10-year
terms, and the Illinois coalition will be
involved in the campaign. ial
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 lotte, N.C., was awarded PRI-
MA's 1999 Public Risk Man-

ager of the Year Award.
Mr. Pliszka is the sixth re-

cipient of the award, co-spon-
sored by Coregis Insurance
CO.

Next year's PRIMA confer-
ence, titled "Community-wise
Risk Management-Mapping
the Road Ahead," is scheduled
for June 4-7 in Charlotte.

For nnore information,
contact PRIMA at 703-528-

7701, or visit the organiza-
tion's World Wide Web site at

www.primacentral.org.
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Gre-Jey Colo -basedMonfortinc and mill}or net revenues/sal= of mor=
ConAgn Rei Meat Cos than $10 millon, more the i 500 em-

on deregulation "It is almost like that old adage Be ployees per mdividual compan' 0
careful whetyouwishfor-youmight 1,0003:erholdingcompan>,proc-its

are detaded below get it " said Lance E,r_ng chair of msuray'ce tlrough the uEe of a ns:
Largebuyers and insurers aregen- RIMS' External Alfairs Coynnttee maneger who is either employed c

By MEG FLETCHER gone go far era-ty optimistic about the freedom Now,"wehave tobe ove y cautious retamat aggregale pmmlims of nom
Legislatures that heve approved these laws brmg to tallor forins and about smallcompanies v,- .« 1',* good thaxi $590,000, is a non-prtttor put-

Lage commercial msufance buyers general commercal deregulation la,Ats negobaterates without delays im- r sk management experbse hs-,mgthe Lcentia withan annual b idget or as-
are expecied to see more competition dunng current leplative sessions ane posed by what many have long con- same broad fre€doms as larger com- se<sofaileast $45 milhon irisa ni-
and to have more options forprorect- Arkansas, Colorado, Indiana, Kansas, sidered tobeunnecessary»ciermght pames ' inscme states, added Mr Ew- mcips.i -y with a posalet-on of Fore
mg many of their property/casualty Louisiana, Maine, Missot,17, Okla- "rhe Risk & Insurance Manage- 17,9, diredor of mszranceandlesspr»
risks m the 10 states whose legisle- homa and Rhode Island In addition, ment Society Mc) for a long bme had ention for GES Exposition Services
tures recently have approved laws V,glnia's deregulation law applies pursved opening up of the market for m LasVegas F48-En -
that reduce regulation of rates and only to large-dedpictible workers largepolieyholdersand buyers,"said No matter how large commercial \10dBEcm-
fonns compensation plans for large risks, Lucille "Lucky" Gallagher, a risk nsks ate defined, though,"60Innier-

But legslators' eagerness to adopt though yros+ deregzlation laws often management consultant with Lock- cal lines deregulation w:11 mean more
lo'w thresholds for exempting com- exclude a. - k-mandated coverage ton Group Inc m Den,rer and a past options and choices for ouyers," said
mercialbuyers from market restne- to ensure that workers are proteeted president of REMS The foreign ar d Joseph DiGiovanni Jr, seroor vp-siate 
tions is raising concerns among nsk Governeysmmosoof thosestates have alue,»nauve markets that commercia] affairs for 'he Amencan Insurance C:c,\1\111{(.1 \1 1
managers that some states may have signed the deregulation laws, which buvem go to are much less regulated Assm lr. Washington The AIA pushed DIREC, ULA 1 1( )\-commercial lines dees«lation as its

-
major state leglslative issue this year than 50000
and tracked it efteinsvdy The white paper recor«,e€zyiatiaris,

l. Paul Blume Jr, vp-Mtdwest Her on though, are contained onl y as a draf[-
for the Al[A m Skolue, IN , said, "We mg note m the latest vermon of a un,
are just hying to co:zige theprocess form rate and form law tratis te,r€
and make Insurance pzoducf.0--like crafte,d by the NAIC's Cbmmercial1
defense costs vnthin limits-more Lines Re-Engmeenng Workins

P3
available and bnng them io market Grous rhe note is addmssed to tegls-if- - mo£e erthclently lators.pho want to provide more -ey-

U S -based msurers and regeJetors phe,+ entena, rather than delegatinsL'-Lti

hope such changes 'y f encourage thal f o The Insurance comtmasioner
.buyers tc cue reguls 604 domestic m- The workmg groupls takggavesy

.
J . 1 111 1/.- , a 3 _I suers mther than olIshore compares consen-atsve approach. ' said Lany

1 X or alteimative mecrkets Kibbed vp and duectortpubbc as-
1, , ,/ In , 1 /

j '1 /1 11' .
In tlbe process, many Grate legisla- faim frthe Alliance of AmencanIr-

tors have adopted widely vafyIng crl- surem vi Downers Grove, Iii For e -
1/'  .''li' 1 < 1. i tena dehning which km(is of compa ample, the group's defallt on bozil

mes can enjoy the ne- pasmg of rate commereis,J pjadpersonal bnes bn S0, i, 1- ,
and form regulation 15 pncrapprova],whde its aefault cn

|El lilli[ I M ' Most states use six threshold ente- both types of rates isftle and use
III, na a nak mustmeel, at least m part to Many states already b.ve relaxed

 be considered an exempt commereal their regulations even zurtner tr
1 r" ' policyholder In Pennsylvania, for ex- comrr €reial lines, accord]ng to AZA

i
1 ample, one entenonm a 1998 law px- statls'325 that the NAIC' comolled at

*14 I
t

empts compames that generate as ht- the begmning of this year Rate-as-1/ ,11 1/1 ,
/41 fle es $25,000 in annua- property/ca- preva] laws vaned, with 23 lunsdyl>

r LIlli L [1111 1/11, i.,11,, r,1-11, ,/Fr sualt) premiums, excluling workers tions ia-nng fileanduse, 13 wth po-
1

 comp orappioval, six, use and ile, Sive, flzx
"That isviayfoollberal,"Ms Gal- ratmg, and four, no flog 'equi,e-1 lilli 111111*.11' 1,1,1.11[1. 111. laghersaid rr,ents Form-appmval 1:w: a.}so var

1, ./-1 fil,1, 1[1 '1,!r lili Risk managers ger.erally prefer led, 111 38 junsdJctions havng pror
-,1 .''i[Ji,1, defining an "ex. -' commezcial pol- appreval, six, file and use, four, no 81-

r icyholder" as - ' , »onal Assn of In- mg, and three, use and fiji
, F, ., , S

surance Coms,«.=ioners did m a white In acdition, Rhode Islatid and Ne#
10 , r.f' I «, 1J 'i .11 .1 . paper it Ldopted last September, Ms Hampshire are two of a few Sta' BS

11 f - III 1, 111
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Continued from previous page
similar to the NAIC's proposals.

Ms. Gallagher and some state regu-
lators historically have been con-
cerned that low eligibility thresholds
for exemptions will give too much
freedom to unsophisticated buyers.
The fear is some buyers will err in as-
sessing their coverage needs or in

dealing with advisers who may be
motivated more by self-interest than
getting the best deal for the buyer.

Such negative scenarios eventually
may cause companies-and third-

party claimants suing them-finan-
cial hardships. It also could hurt all
participants in the market generally
and prompt a regulatory backlash in
the future, Ms. Gallagher warned.

At the very least, such problems
may result in increased litigation, said
Mr. Ewing. He was not sure about
backlash.

Buyers need to be concerned about
the qualifications and affiliations of
advisers, too, the risk manager repre-
sentatives said.

There is "a severe disparity" if a law
exempting a commercial insurance
buyer equates the quality of advice
from a risk manager with 15 years of
experience to that of a recent college
graduate with a new insurance
agent's license, Mr. Ewing said.

A commercial insurance buyer also
should require full disclosure of all
advisers' commission arrangements,
Ms. Gallagher said.

Meanwhile, RIMS is monitoring
deregulation activity, Mr. Ewing said.

Following is a roundup of activity
on commercial lines deregulation,
compiled by Business Insurance staff:

Maine enacted legislation that lifts
rate and form regulation for large
commercial policyholders that meet
an annual premium threshold, em-
ploy a full-time risk manager and
meet one of five other criteria: net

worth of at least $ 10 million; net sales

or revenue of $5 million, more than 25
employees, or more than 50 for a hold-
ing company group; annual budget or
assets of $25 million for a non-profit
or public entity; or population of at
least 20,000 for a municipality

Annual pi·emium thi·esholds will be
phased in over four years. In the first
year after enactment, premiums ex-
cluding workers comp and medical
malpractice must total $90,000, with
the figure dropping to $75,000 in the
second year, $60,000 in the third year
and $50,000 in the fourth year. The
law takes effect Jan. 1, 2000.

Rhode Island Gov. Lincoln Almond

is expected to sign a bill that would
exempt large commercial policyhold-
ers from rate and form filing require-
ments if they meet. two of five criteria:
net worth of $50 million; net rev-
enue/sales of $100 million; 500 em-
ployees at each company or 1,000 em-
ployees under a holding company; use
a risk manager; and have annual ag-
gregate premiums of $150,000 exclud-
ing workers comp, group life, group
health and professional liability.

New Hampshire and Pennsylvania
enacted deregulation laws in 1998.

A bill awaiting Louisiana Gov.
Mike Foster's signature last week
would exempt large commercial risks
from form filing requirements. The
bill calls for the insurance commis-

sioner to set the premium threshold
for exemption from filing regulations.

Virginia enacted a law deregulating
large-deductible workers comp plans.

Indiana Gov. Frank O'Bannon

signed a law exempting commercial
policyholders from rate and form reg-
ulation. To be exempt, policyholders
must use an agent or broker and meet
three of these criteria: at least 25 em-

ployees; annual premiums of at least
$75,000, excluding professional habit-
ity insurance and workers comp. rev-
enues of $50 million for the prior fis-
cal year or $25 million at the time in-
surance is written; or employ a risk

manager. In addition, public entities
and non-profits must have a budget of'
at least $25 million and have coverage
from an insurer rated A or higher.

Kansas Gov. Bill Graves signed a
measure thal streamlines rate filing
for commercial and personal lines.
The law includes an exemption from
rate filing requirements, excluding
mecical malpractice and workers
comp insurance, for large commercial
risks. Policyholders would have to
meet at least one o f these criteria: to-

tal insured property values of at least
$5 million; total annual gross revenues
of $ 10 million; total paid properly
premium of $50,000 or more; total
paid general liability premium of
$50,)00 ormoie; or lotal paid multiple
lines. premium of at least $100,000.

Missouri Gov. Mel Carnahan is ex-

pected to sign a bill that gives a large
commercial risk two ways to qualify
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for the deregulatnd market
Fil·st, a buyer can self-certify it is a

large commercial risk and uses an "in-
dependent insurance adviser," who
must be qualified through education,
training or expevience and may not be
an employee of participating insul·ers.

Second, a buyer without such an

adviser mift self-certify and meet two
of these six criteria to qualify: 100 or
more employees; net worth of more
than $25 million; net revenue/sales cd
more t.han $50 million, aggregate an-
nual premium of more than $50,000,
excluding workers comp and employ-
eis liability insurance, for a public en-
lity or non-profit, assets of at least $25

million: for a municipality, at least
50,000 residents.

An Arkansas law that took effect

June 12 exempts from rate and form
filing large commercial property/ca-
sualty risks, or those with a total pre-
mium of $250,000 or more, at least 25
employees and a full-time risk man-
ager with insurance certification.

Oklahoma Gov. Frank Keating
signed a measure that will exempt in-
surers from rate-filing requirements
for commercial risks with a cumula-

tive premium of $10,000 or more. The
law does not apply to workers comp
lisks. For commercial risks with a cij-

mulative premium of less than
$10,000, insurers now are subject to a
file-and-use rating system. Insurerss
had been subject to a prior-approval
system for all commercial risks.

Arizona enacted a rate and form

deregulation measure for large com-

mercial risks in 1998

Colorado enacted legis] ation that
deregulates rate and form filing for
cornmercial policyholders that have a
risk manager and meet premium and
employee thresholds set by the insur-
ance commissioner.

No commercial lines deregulation
measures have been passed so far in
Alabama, Alaska California, Con-
necticut, Delaware, the Distric t of
Columbia, Florida, Georgia, Hawaii,
Idaho, Illinois. Iowa, Maryland, Mas-

sachusetts, Michigan, Minnesota, Mis-
sissippi, Montana Nebraska, Nerada,

New Jersey, New ]Mexico, New ¥ork,

North Carolina, North Dakota, Ohio,
Oregon, South C:iroina, South D:iko-
ta, Tennessee, Texas, Vermont, Wash-
ington, West Virginia, Wisconsin or
Wyoming.

Kentucky lawmakers were not in
session. [a]
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OUR CLIENT LIST

At Crawford and Company, eac h

of our Dedicated Units manages

claims for 2 short list of clients.

A very short list.

As your Dedicated Unit, we

focus totally on your business.

applying all if our expertise and

global resources. Our staff is a

direct extznsion of your company,

acting on vour claims philosophy.

We v,-crk in or near your

offices, ensuring smoother day

IS RATHER IMPRESSIVE.

to day management, faster

closures, and reduced claims and

administrative costs. When you

think about it, it's a smarter way

to do business.

What-s more, no provider

has more experience managing

Dedicated Units for blue chip

clients than we do. But rather

than take our word for it, call us,

and we'11 put you in touch with

some of them. So to get the

kind of service your business

demands, dial 1-888-213-2533.

wwv.crcwfordandccmpany.com
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Work comp action bills are constitutional amendments No major workers comp legisla-

IC»- . that would require approval by vot- tion has been enacted so far in Ohio,
ers m the fall Wisconsin or Michigan, whose Leg-

t. In early June, North Carolina Gov islature meets year-round

targeted, not broad James B Hunt Jr signed a measure
-' ---1

that removes provisions m a 1997 law / 4
fto ovemde the vetoes that required the state Industrial

In Massachusetts, a workers comp Commission to adopt new rules gov-
Unlike the broader reform efforts of Arizona, Oklahoma, Oregon and competitive rating bill is headng Into ernlng communication between em-

the past, legislative changes in state Utah are among the states studying committee The measure would re- ployers paying workers comp bene- WORKERS-- 2
workers compensation laws enacted how best to mcorporate multiple rat- place the current system, m which the fits and physicians treating injured COMP
or discussed this year center on some mg and statistical orgarizations mto state Insurance division determines workers Rsk managers and insurers
small themes in speciflc states

£15- ,
their workers comp systems, said Ms the rate for all insurers The bill pro- charged that the rules, which were

For example, benefit increases are Schroeder The National Assn of In- vides for pnces to be based on the never implemented, would have been --

one issue over which labor and bum- surance Commissioners also is study- loss-cost fllings of all insurers in the unlustifiably burdensome and could
ness are wranghng in Callfornia A mg that issue state The loss-cost fihngs would be have invited workers comp fraud
pending bill in that state would raise The impact of havmg multiple enti- used to determine advisory rates, and A bill that Tennessee Gov Don Nebraska Gov Mike Johanns ap-
benefits by more than $1 bilhon tes is unclear, because it "has the po- the rates of individual compames Sundquist signed requires that proved a measure giving the state's

"It is open season on employers as tential of decreasing costs and the po- would be adjusted based on their own workers comp disputes be filed m the Workers Compensation Court au-
organized labor and the tnal bar step tential of increasing costs," UWC's loss experience and expenses county where the injured worker thority to rule on allegations of un-
up activity to mcrease benefits," said Mr Oxfeld said No major workers compensation hves or in the county where the "al- fair claims practices Involving m-
Enc J Oxfeld, president of UWC Inc, Recent legislative proposals to pro- legislation passed m New Hampshire, leged accident occurred " In cases in surers and self-insurers The Insur-
a Washington-based bumness adviso- tect patient privacy in states such as Rhode Island or Vermont which the worker lives out of state, ance Department would enforce any
ry and research organization Connecticut, Kansas and Mas- the proceedings can be held in any penalties mvolvmg msurers

The AFL-CIO, however, sees the sachusetts have swept in workers , - »]S county where the employer main- In North Dakota, a new law al-
Callfornia benefits mcrease as neces- comp claimants along with recipients tains an office lows the state's Workers Compensa-
sary and fair, especially because a of general health care, said the AIA's The Virginia General Assembly tion Bureau to cover employees of
study documented inadequacies m Mr Wood However, a new Illinois
some benefits, said Jim Ellenberger, law expressly eliminates workers 1--V signed a bill that deregulates large- are working outside the state TheWORKERS - approved and Gov James Gilmore North Dakota compames when they

assistant director for the labor federa- comp claimants COMP deductible workers comp plans The measure which took effect upon
tion's Department of Occupational The mam focus of pnvacy legisla- measure defines "large risks as Gov Edward T Schafer's signature
Safely and Health m Washmgton tion E federal, however, Mr Wood , * those that generate annual premiums March 17, also directs the bureau to

\

Both sides view the bul as a major said of at least $250,000 create work safety and loss preven-
test for Cahfomia's new Democratic Bumness and labor Interests strong- $ Several smaller bills also were tion programs and allows the state's
governor, Gray Davis He ran as a ly disagree about extendmg pnvacy signed mto law One allows employ- exclusive fuxid to create a retrospec-
moderate who pledged not to upset protections to workers mlured on the Legislation pending m Delaware ers or insurers to mclude chiroprac- tive ratmg program
the business commumty, Mr Oxfeld job would require workers comp Insurers torson workers comp physician pan- In South Dakota, Gov Wilham
said Business mterests emphamze that it to presume medical bills for claims els, provided that the employee in- Janklow signed a measure that con-

Gov Davis also received strong would be cumbersome and costly be- are valld The measure would require lui-les fall under the scope of chiro- tains two key recommendations
support from labor, however, and the cause of the collaborative nature of msurers to have a medical specialist practic care Another measure allows called for late last year by the gover-
AFL-CIO hopes he wlll remember workers comp medical care and refute disputed claims the Virginia Workers Compensation nor's task force on workers comp
workers' Interests, Mr Ellenberger claims handlmg Labor supports The District of Columbia's City Commission to walve the penalty for One provision prohibits compen-
said broad pnvacy protections for workens Council approved a reform bill- failure to pay benefits within two sation for "mental/mental" injuries

Labor representatives also are con- injured on the Job because they now which Congress approved in April- weeks under some circumstances For example, a claim for depression
cerned about a new Colorado law that are often required to sign broad re- that, among other things, eliminated Yet another measure requires all brought on by stress in the work-
caps benefits for workers with mental leases that allow access to non-rele- the Distnct's second-miury fund and "health care providers" treatmg m- place would not be compensable To
conditions that cause physical ad- vant medical history capped the duration of certam bene- lured workers to provide employers be compensable, the claim for de-
ments at 12 weeks unless the injury Workers comp Insurers' detenorat- Sts In addition, it requires msurers to and insurers with those claimants' pression would have to result from a
caused bram damage, he said ing results may spawn requests for cutpremlums by 5% forpollcyholders medical records Theuse of the term physical injury

Business-backed groups, mean- higher premiums and more legislative deemed by the Distrtct's department "health care providers" clarihes that The provision codifies recent case
while, continue to make progress in relief of employment services to have a safe not only physicians are covered by law that ehminated the potential for
their efforts to ehminate second-m- The workers comp system generally workplace program the requirement mental/mental claims

Jury funds, as the South Dakota Leg- lS facmg nslng medical costs as well Maryland enacted legislation ex- No sigmhcant workers comp legis- Another provision is designed to
islature voted this yearto abohsh its as a dropinthe number of claims, Ms tending the 6 5% second-Injury fund lation passed in Alabama, Florida, encourage injured workers to return
fund Schroeder said assessment against workers comp m- Mississippi or South Carolina Ken- to work Previously, an injured

The funds, created to encourage the Here isa roundup of workers comp surers and self-funded employers to tucky lawmakers were not m session worker could return to work only
hiring of disabled workers, were in- legislative activity around the states, June 30,2003, from June 30,1999 for his or her employer Now, an em-
tended to help compensate employees based on reports by Business Insur- West Virginia Gov Cecil Under- ployee can accept from a new em-
who suffer a subsequent Injury that ance staff and coordmated by Senior wood signed legislation reducmg to , 02< ployer either a Job similar to the one
mcreases an existlng disab11111 Editor Meg Fletcher 40% from 50% the disabihty thresh- 1 1  ·'/*-h* heorsheheld before being Injured,Employers and insurers, however, old injured employees must meet to or a different job that is better suit-
contend the federal Americans with , quahfy for permanent total disability <  ed for his or her limited capabihties
Disabilities Act ehminates much of benefits WORKERS 9 The worker's pay would have to at
the need for the funds In addition, No major workers comp bills were COMP f least equal what the worker would
they allege that some funds are poorly passed in New Jersey, New York or /"' receive m workers comp benehtsadministered and facesignihcant un- ORKERS Pennsylvania The law also wall

funded liabilities, which msurers and COMP: ( •Require employers to file with
self-insured employers must pay

ral'
the state Department of Labor first

through assessments reports of injuries within seven days
Labor opposes such changes and ef-

forts to eliminate coverage for injuries nf> Illinois lawmakers passed a mea- mstead of 10
. sure clarrfying that the corporate of- • Set a seven-year limit on apply-

and ilbiesses that stem from pre-exist- ORKERS « - ficers of any domestic or foreign cor- ing for workers comp benefits If a
mg conditions Such changes shrft the
rlsk "back onto the backs of injured jor workers comp changes, but the

Connecticut has enacted no ma- COMP poration may choose not to be cov- worker does not require medical ered by the state Workers Compen- treatment for seven years after an
workers," Mr Ellenberger said state treasurer has projected a poten- \ sation Act The law also clarifies miury, compensation is barred for-

Several state legislatures also con- tial $17 milhon shortfall in the state's ,  * when members of a limited-hability evermdered b]1ls that would undo previous second-mjury fund by 2005 and is ex- corporation may elect not to partiel- The National Council on Compen-
pro-employer and insurer changes pected to raise assessment rates next pate m the workers comp system sation Insurance estimates the new

that reduced benefit durations or eli- year Assessments for the fund Mll re- Georgia Gov Roy Barnes signed a Legislation enacted in Indiana law in its first year w11 save 1% of
gibihty, though none has been enact- main at 10% of work comp prermums measure that, among other things, al- will increase the permitted assess- total workers comp costs The law
ed yet for msured employers and 14 5% for lows cross-appeals to the appellate ment for a state-estabhshed second- takes effect July 1

"There has been a fair amount of self-msured employers until the end division of the State Board of Work- in]ury fund by half a percentage Another new law ellminates the
churrnng, but not to adverse result," of the June 30,2000, fiscal year, but ers Compensation within 30 days of point to a maximum of 1 5% per as- state's subsequent injury fund for
said Bruce Wood, assistant general they will likely nse after that, Trea- the notice of an award by an admm- sessment for self-insurers and in- claims filed after July 1, the date the
counsel with the American Insurance surer Demse L Nappier has an- istrative law judge The measure also sured employers Assessments wlll law takes effect The fund was de-
Assn m Washington nounced authonzes the board to review the be made only when the fund falls signed to encourage employers to

"I'm suiprised, gwen labor's unhap- The Maine Legislature has passed status of a self-insured employer af- below $1 milhon, up from $500,000 hire workers with disabihties It
piness," as well as support from aca- three measures that erode previous ter that employer has been involved previously Due to changes in finan- spreads among the entire workers
demicians who have pomted out ben- workers comp reforms, mcludmg bdls m a merger or acquimbon cial accountmg standards, employer comp market the cost of any subse-
efit mequitles, said Nancy Schroeder, that provide cost-of-hvmg adjust- In Louisiana, at least one bill had assessments-previously based on quent injunes that those workers
director of workers compensation for ments for benefits, increase the maia- passed as of June 14 m a series of paid losses-now wlll be made from suffer, rather than requiring the
the National Assn of Independent In- mum benefit to 100% from 90% of the bills that would privatize the a premium surcharge that has not worker's employer and workers
surers m Des Plames, Ill state's average weekly wage, and pro- Louisiana Workers Compensation yet been determined comp insurer to bear the full cost

"It seems to be pretty quiet com- vide amputees lump-sum payments m Corp , which was created in 1992 as a A new Minnesota law requires State lawmakers reasoned that the
pared wnth the recent past, because addition to normal workers comp m- competitive state workers comp m- courts to approve qualified assign- Americans with Disabilities Act
most states have already done" what demnity payments Mame Gov An- surer ment agreements in structured set- makes the fund unnecessary
Mr Ellenberger calls "deform legisla- gus King last week vetoed the first If all the bills are passed and tlement arrangements before long- No significant workers comp leg-
tion " In his view, such changes "are two measures but did sign the bill ex- signed, the LWCC would participate term settlements can be sold to fac- islation was passed m Iowa, Kansas
m danger of damagmg pubhc support tending benehts for amputees The m the state's guaranty fund as a pri- tormg companies The law takes ef- or Missouri
for thls system," he said Legislature had untll last Fnday to try vate insurer Two of the proposed feet Aug 1 See Work comp on net page
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1 Commerce & Industry of New Mea-

..

-- workers Injured on the job can choose tion to an accident at an explosives
''  F"=-r-·-_1 com Albuquerque, N M thelr own Initial treating physician manufacturtng plant last year that re-

4 ) Shortly before a*ourmng on May even if a preferred provider orgarnza- suited m the deaths of four employees

WORKE*\i f 28, the Oklahoma Legislature passed ..1 t> tion iS ln place The law takes effect In Utah, the legislature approved

a workers comp reform bill that the Oct 1 legislation that says an employee w111

COMP \-f NCCI said does not address the state Also in Montana not receive workers comp coverage if
workers comp system's main cost health care providers' treatment pat- • Disability benefits paid to individ- he or she at the time of the injury tests
dnvers The governor signed the mea- terns and msurers' utilization review uals with silicosis, a chrome lung chs- positive for intoxication, use of Illegal
sure practices m workers comp cases ease, w111 be increased $25 per month drugs or use of more than the pre-

Under the law, the estimated $30 The bill also requires the fund to The law takes effect July 1 smbed amount of prescription drugs,
milhon deficit m the state's second- become a member of the Texas Prop- • Licensed occupational therapists though the employee's medical bills

Work comp injury fund, the Special Indemnity erty & Casualty Insurance Guaranty now can provide functional capacity stul rmll be paid This bill shifts to the
Fund, would be financed through a Assn As such, it would be subject to evaluations in workers compensation employee the burden of proof as to
mandated dividend of half of the sur- claims filed m Montana The law took whether alcohol or drugs caused the

Continued from premous page plus of the competitive state fund effect March 30 accident, said Utah Director of Indus-

Arizona Gov Jane Hull has signed State pubhc entities' share of that • The assessment on workers com- trial Accidents Joyce Sewell
a measure that will increase several

workers comp benefits deficit m the Special Indemnity Fund, '
It will boost the state's maximum which would be renamed the Multi-

dividend would be used to finance the , pensation insurers for the workers Also approved by the legislature

WORKE
compensation fund has been in- was a measure that set a time line for
greased to 3 5% Different provisions applying for disabihty benefits of 12

monthly wage replacement benefit to ple Inlury Trust Fund f OL---_ILI of the bill have three effective dates years after the injury, provided the
$2,400 from $2,100 Thedeficit-fmancing provision be- , COMP < /' -- ApI'll 20, 1999, Julyl, 1999, and July appheation forhearing is frled within

The burial expense benefit wlll in- comes effective in February 2000, but 1,2000 six years

crease to $5,000 from $3,000 it could face legal challenges because , •A resolution passed requiring a Both bdls have gone mto effect

The death benefit for a surviving of decades-old case law on dividend - study of the level of workers compen- Also approved in Utah was a mea-

spouse without children w111 lump to distributions, said Peter Strauss, sabon benefits paid for permanent to- sure providing for workers comp cov-
66 67% from 35% of the deceased Western region state relations direc- Colorado lawmakers passed several tal, permanent partial and temporary erage for volunteers at the Winter
worker's average monthly wage If tor for the NCCI workers comp buls during its most re» total disabilities as well as the fre- Olympic Games of 2002 m Salt Lake
there are surviving children, then the The new law also unll alter how the cent session All have been signed by quency of those types of claims City

spouse would receive 35% and the MITF would handle permanent par- Gov Bill Owens In Nevada, which until now has had The Wyoming Legislature has elim-

children would equally spht 31 67% tial disabillty claims Thelaw wlll ter- Onelawsets outthe procedural re- a monopohstic state fund, legislators inated the transfer of workers com-
until they reach either age 18 or, if minate benefits for matenal increases quirements for the selection of an in- followed through on a legislative pensation and unemployment msur-
they are in college, age 21 After the in disability caused by a second m- dependent medical examiner in cases package passed in 1995 that permits ance account habilities to the new
children's ellgibillty ends, a spouse jury Take, for example, a claimant of disputes under the Workers Com- private msurers to write workers owners of a busmess after it has been
who has not remamed would receive who had returned to work after suf- pensation Act of Colorado The law comp coverage in the state begmning sold The state also lowered premiums
the children's benefit Upon remar- fenng a 5% disability to his arm and takes effect Sept 1 m July and rates for industrial classifications

nage, the spouse would receive a final then suffered a second arm injury If Another amends state statutes to Legislation approved at this year's with 12 or fewer employees m which
lump-sum benefit equal to two years' that second injury by itself resulted in say that when mlury or occupational session provides for the pnvatization a slngle employer pays more than
worth of benefits another 5% disability but together disease causes disabillty, a disablhty of the state fund under certain condi- 50*, of the total premium m that das-

Also under the law, employers with the two Injuries created a 50% dis- Indemnity shall be payable as wages tions, meluding provision for suffi- mfication
estabhshed drug- and alcohol-testing ability, the claimant's benefits would except m eases where it is determined cient remsurance and the establlsh- Volunteer firefighters and volun-

programs now may requrre blood be based on only a 10% disability that a temporanly disabled employee ment of a domestic mutual insurance teers who assist law enfoi cement
tests of Injured or deceased workers But while altenng PPD claims han- is responsible for termination of em- company agqncies wlll be covered under work-
within 24 hours of being notified of a dling in that manner was the Legisla- ployment In that case, the resulting The legislation also restores to in- ers compensation in Wyoming begin-
workplace accident Losses would not ture's mtent, the American Insurance wage loss shall not be attnbutable to lured workers some benefits reduced ning July 1
be compensable if a worker or the Assn iS concerned about whether the the on-the-Job injury The law takes several years ago when the state fund Also, nurse practitioners are now
worker's farmly refuses the tests language of the measure accomphsh- effect July 1 was in financial crisis, said Vance A permitted to serve as providers in the

Defenses for positive test results in- es that goal Another law re-establlshes an ex- Hughey, senior research analyst with Wyoming workers comp system
clude that the worker's use of the sub- The law also wlll eliminate the cur- elusive schedule for permanent par- the state of Nevada Legislative Coun-
stance did not contribute to the acci- rent provision that requires pubhe tial disability under the worKers com- sel Bureau's research division
dent, that the substances were pre- entities to purchase their workers pensation law and increases perma- "Now that the system appears to be 44.I Z=
sent in nominal levels, and that the comp coverage from the competitive nent partial disability benefits to $176 on its way back, the legislature felt it
employer knew of and condoned the state fund perweek from $150 The law also says was appropriate to restore some of
worker's use of the substances Those portions of the law become mental stress benefits must arise out those benefits," said Mr Hughey WORKE-*5

The law takes effect Aug 5
Arkansas Gov Ahke Huckabee ef222sment on paid losses that This law takes effect July 1

of the course of normal employment
tion creates a cabinet-level office of

The third major part of the legisla- COMP

signed three workers comp bills dur- insurers and claimants pay to fund Colorado also wlll enact a law that Consumer Health Assistance within

ing the state's most recent legislative the MITF was cut, effective immedi- reduces workers compensation bene- the Governor's office The new office , .
session ately, to 4% from 5% fits by 50% m cases where a claimant wlll provide ombudsman services for \- 4

One law revises procedures foi the Mr Strauss said the law does not makes a matenally deceptive state- workers comp as well as other msur-
selection and changing of physicians address the system's main cost ment that willfully misleads an em- ance issues Many of the bill's sections California state senators and as-

under the workers comp laws The drivers For example, the system al- ployer as part of the job apphcation are effective July 1, though some, in- semblymen amended the rules to per-
law allows employees covered by a lows too many permanent partial dis- process concerning the physical abL11- cluding revised provisions governing mit a workers compensation benefits
managed care plan to select a new ablhty claims, he said The number of ty of the claimant to perform the re- compensation for permanent total increase bill to stay alive past the June
physician under workers comp provi- PPD claims m Oklahoma is more quirements of the job The law takes disabihty, are effective Jan 1,2000 4 deadhne for passmg bdls out of their
sions This physician must be associ- than 230% higher than the average effect Sept 1 Other legislation authorizes work- respective houses The blll would in-
ated wltha managed care plan certi- for the states In Oklahoma's region, Another law reduces non-medical ers comp mszirers to provide coverage crease workers compensation benefits
fled by the Workers Compensation he said In addition, the system allows benefits otherwise payable to an in- for consohdated insurance programs paid by $3 1 bilhon over two years
Commission or have maintained a some claimants-particularly those jured worker by 50% where miury re- on construction projects Most of the Total work comp costs in Cahfornia
regular relationship with the employ- with soft-tissue injunes-to continue sults from the presence in the work- measure's provisions take effect Oct paid by both insured and self-insured
ee and regularly maintains the em- to collect disablhty benefits even if er's system, during working hours, of 1 employers are currently estimated at

ployee's medical records they have returned to work at full pay controlled substances t}la: were not Among its provisions, the law re- $9 bilhon annually
Another law requires permanent and have not suffered sigmficant mechcally presenbed This law takes qulres a wrap-up coverage program The exclusive remedy may be erod-

total disabillty benefits to be paid hfestyle changes, Mr Strauss said effect July 1 as well as a safety program for em- ed somewhat if both legislative hous-
during the period of such disabillty If Gov George Bush signs a bill or- In Idaho, the legislature approved a ployees The program can be estab- es approve a bill that would enable a
until the employee reaches age 65 In- denng the payments, Texas employ- measure that changes the current sys- hshed and administered by the prm- worker to sue his or her employer for
Juries occurring after the employee ers wlll receive a portion of the Texas tem, under which an employer must cipal contractor or by the construe- willful negligence if the worker's in-
reaches age 60 will be paid for a pen- Workers' Compensation Insurance pay m advance a portion of the work- bon project's owner lunes were caused by the employer's
od of 260 weeks Fund's $400 milhon surplus via re- er's attorneys fees in htigation involv- Another measure creates a seven- failure to remove a .known hazard "

A third law provides for the termi- funds of a maintenance tax sur- mg a third party The sum has been member appeals panel for workers Two employer groups, Callfornians
nation of workers and denial of work- charge based on an estimate of future recov- comp insurance that will hear for Compensation Reform and the
ers comp benefits for violations of Insurers and self-insurers that paid ery, but under this legslation, em- grievances from employers regarding California Self Insurers Assn , oppose
drug-free-workplace pollcies The the surcharge for the years 1991 ployers will pay when the recovery their expenence modification factor, the bill because, they say, it too broad-
law requires employers to notify em- through 1996 will receive the refunds actually is received risk classification and apphcation of ly defines the type of injury that could

ployees of such pollcies and the Under the law, msurers would be re- Another measure allows an em- supplementary rate mformatlon result in such suits It also does not

penalties for violations quired to use a formula to determine ployer, in essence, to buy back up to Mr Hughey explained that with fully define "known hazard," they
In New Mexico, Gov Gary Johnson how much of the tax they charged to the first $1,000 of an employee's med- privatization, as many comparies say An employer in California al-

signed a measure amending the their mdividual pohcyholders and to leal claim by repaying the money to move from the state fund classifica- ready is subject to cnminal hablhty if
state's workers compensation msur- refund those amounts the workers comp Insurer, m order to tion system to the National Council of an employee cites as a result of the em-
ance law The measure, which was Insurers would be required to make avoid the claim having a negative lm- Compensation Insurance classifica- ployer's cnminal misconduct
unammously approved by the Legts- the refunds by Sept 1, 2000 pact on the employer's experience rat- tion system, many employers are hke- Another California bill would in-

lature, set the minimum benefit for Surplus funds also would be used mg ly to be put into different classifica- crease the fines and penalties for em-
total disabillty at 100% of the average to pay for studies conducted Jointly A third measure offers an msuier tions, that could affect their rates ployers that don't buy workers comp
weekly wage, effective Dec 31 by the fund and the Research and the option of giving a discount to an This panel will handle their com- insurance

Among the measure's other prom- Oversight Council on Workers' Com- employer if the poheyholcer operates plaints Oregon legislators introduced sev-

sions, which take effect July 6, is an pensation The studies would consid- and maintains a drug- and alcohol- Effective Oct 1, another measure eral workers comp bllls, including one
increase m funeral expenses for er ways to improve worker safety and testing program that is in comphance increases the penalties for employers that increases permanent partial dis-
workers killed on the job to $7,500 facilitate return-to-work programs, with state law All three bills take ef- who fail to obtain or maintain work- abillty benefits by 9 6%, resulting m a
from $3,000 The amendments were examine the quallty and cost-effec- feet July 1 ers compensation insurance projected total mcrease of nearly

agreed to by business and labor, said tiveness of the health care dellvery In Montana, employers wlll have to Also signed by Gov Kenny Guinn $10 milhon annually Gov John
J D Bollington, vp at the Assn of system in workers comp, and look at provide employees written notice that wete several workplace bills m reac- Continued on next page
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Sophisticated buyers demand Ge=business'
Web technology can satisfy customers, expand distribution options

developing more expectations
consumers go online, they are

By SALLY ROBERTS survey of 2,000 Internet-con- via the Internet, "this is not bad Internet, she said.
about what they can do with the

nected consumers, 26% said news," Ms. DeNicola said of on- Lucianne Sarlo, marketings consumers be they were interested in buying line insurance sales.
manager in the Tampa, Fla., of-come more com- auto and home insurance via the "You need to pay attention to fice of IVANS told those at thefortable conduct- Internet, said Clare DeNicola, this," she told a group of insur- session that "it's time foring business on vp-marketing and communica- ance agents attending a seminar change."the Internet, those tions at Insurance Value Added on transforming agencies into e- The convenience and accessi-in the insurance Network Services in Greenwich, businesses at the annual confer- bility of the Internet has shiftedindustry will have to develop an Conn.

ence of Insurance Marketing & the balance of power to the con-"e-business" environment, two While 61% said they were in- Management Services, held last sumer, Ms. Sarlo said. For exam-insurance technology experts terested in buying goods and month in Boston.
ple, consumers today know that43% said they were interested in "Consumers are getting used they can either browse in book-According to a recent IVANS conducting banking activities to this medium," and, as more stores, or, if they know what
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books they want, buy them on-
line. "Consumers have choice in
deciding how to do business,"
she said.

Today's consumers also "ex-
pect pre- and post-sales support
via the Web," Ms. Sarlo said. For
example, on Delta Air Lines'
World Wide Web site, customers
can look up various airline
routes and ticket prices and
check flight arrival and depar-
ture times-in addition to pur-
chasing tickets.

Current technology allows e-
businesses to customize Web
content for individual CUS-

tomers, she said. For example,
online bookseller Amazon.com
can offer individual consumers
suggestions on books that may
be of interest to them based on
their previous purchases, Ms.
Sarlo explained.

Those selling insurance face
many challenges today, includ-
ing increased customer sophisti-
cation; competition from new
distribution channels; the need
to increase profits and reduce ex-
penses; the need to increase the
focus on customer service and
value; the need to consider new
technologies; the need for real-
time service delivery; and the re-
moval of geographic constraints.

What this all comes down to,
Ms. Sarlo said, is that those in
the industry must resolve busi-
ness issues and meet these chal-
lenges with leading-edg-e tech-
nology.

She noted that one of the key
concepts that often gets lost in
the current hype surrounding e-
business is that of "relation-
ships." Conducting insurance
business electronically is not just
about the medium; it's about
providing a service that is of
greater value to the customer,
Ms. Sarlo said. It's also about
opening new distribution chan-
nels and becoming more effi-
dent and profitable, she said.

Ms. Sarlo described the four
stages involved in the transfor-
mation into an e-business.

The first step is to create a Web
site with marketing information.
In this stage, communication is
one way, pushed out to the cus-
tomer via the Web, Ms. Sarlo
said.

"There is nothing wrong with
taking a (company) brochure
and getting it out to customers,"
Ms. Sarlo said. She pointed out,
however, that a company still
needs a comprehensive market-
ing program to draw traffic to its
site. She suggested that agencies
put their Web site addresses on
business cards and on advertise-
ments to get the word out.

At this stage, a company will
Continued on next page
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Continued from previous page who need lo provide address policy sales, and it can handle the reduced through an e-business ap- vice and distribution models can
see little or no return on its invest- changes could go to a Web site submission of claims and endorse- proach. be ised to re-engineer how busi-
ment, Ms Sarlo said, except that and do so electromcally ments It is at this stage that the compa- ness is conducted These ap-
there might be incrementally At this point, the return on in- At this stage, the Web and other ny will begin to see some return proaches will allow customers and
more business from new cus- vestment remains limited, she on investment, Ms Sarlo said. If trading partners to conduct busi-
tomers said There still are no broad rev- the company quotes and binds ness with the company on their

In the second stage of the e-busi- enue gains from direct sales, but AS teChnOIOgy eVO|VeS, policies online, it will see some terms, using the media that are
ness evolution, two-way commu- some expenses are reduced due to retention will increase revenue from direct sales Expens- most appropriate for them, Ms.
nication with customers and trad- faster, less expensive communica-

because of improved es will be rediced because com- Sarlo explained
ing partners takes place tions and better retention through munications are faster and less ex- Tne largest return on mvestment
on the Web site, Ms. Sarlo said improved customer support, she CUStomer SUppOrt, SayS pensive and because customers are occ.irs at this stage, Ms. Sarlo said

At this stage, the Web site is in- said Lucianne Sarlo. obtaning support th.ough alter- Revenues are gained from direct
teractive and customers can send At the third stage of the process, native methods In addition, re- sales Expenses are reduced
e-mail, post messages, use finan- the Web site is equipped to pro- tention will increase because of through more-efficient commini-
cial calculators and download vide customets access to products, online approaches are helping to improved customer support, she cations, and savings are realized
forms, she said processes, policy information and reduce costs for existing prccesses, said from improved processes and frim

Agency forces are also better able people m the agency or company, she said A company can examine At the final stage comes the cre- curomers obtaining support on-
to provide pre- and post-sales sup- Ms Sarlo observed. The site can its costs for mail and toll-free tele- ation of new and better ways to hne At the same time, loyalty and
port to customers at this stage, Ms. accommodate customer requests phone service to determine sell and serve tusiness, she said retention are increased because of

Sarlo said. For instance, customers for services such as rate quotes and whether such expenses coild be At this stage, new electronic ser- better customer support.
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insurer Topics

Utmost good faith' only a start for cedents, reinsurers
To avoid disputes, both parties need closer communications: Execs
By ROBERTO CriVICEROS

micable resolu-

A
tions continue to

give way to adver-

sarial disputes in
the relationships
between ceding

companies and reinsurers, ex-

perts say.

The trend, which began two
decades ago in the property/casu-
alty industry, has spilled into the
life and health industry.

But insurers and reinsurers can

manage their relations to obviate
many potential disputes, accord-
ing to the experts who spoke at
the Insurance Accounting & Sys-
tems Assn.'s 71st Annual Educa-

tional Conference and Business

Show in San Diego.
Because transactions still are

based on a handshake and on

the principle of "utmost good
faith," business often is ceded be-

fore a treaty is completed, the

speakers said. As a result, a lot of
gray areas can result if parties
misunderstand each other's in-

tentions.

"The best way to avoid dis-
putes is to ask the correct giles-
tions before entering a treaty,"
said Ronald L. Klein, executive

vp and chief pricing officer for
Swiss Re Life & Health in Stam-

ford, Conn.

"You would be surprised how

simple a question you can ask
and how complicated an answer

you can get," Mr. Klein said. "For
example, 'What is the purpose of
reinsurance?' would be my easi-

est question. You want to know

what the other party is thinking
in the reinsurance negotiations."

Audits are another way to un-

cover misunderstandings early
on, the reinsurers said, as most

disputes concern underwriting
practices.

The reinsurer should supervise
the ceding company by exercis-
ing its right to conduct routine
audits, said Vincent J. Vitkowsky,
a partner at Edwards & Angell
L.L.P. in New York.

And these audits should be sys-
tematic, he urged. "I don't mean

BAX".Al 72®(6)(6)
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the kind of audit where you
breeze in for an hour, go to
lunch with the top people and
then go home."

During an audit, a reinsurer
should advise the cedent of any

objections to its operational
practices, such as those related to
underwriting standards, faculta-
tive submissions, claims process-
ing or settlements. The reinsurer
needs to act with the under-

standing that its own money is at
risk, Mr. Vitkowsky advised.

Moreover, the reinsurer should

establish a pattern of close com-
munications and should docu-

ment all its efforts to advise the

ceding company, he said.

"All this seems pretty simple,
but you would be surprised how
often it is not done," he said.

Direct companies usually coop-
erate with reinsurers' audits be-
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cause the audits demonstrate

that the reinsurers have an inter-

est in the ceding companies'
business and in maintaining a
common understanding of their
operations, Mr. Klein said.

But a reinsurer conducting au-
dits must also be prepared to take
action.

"If you audit and you find a
problem, do something about
the problem, because not doing
something about the problem is
a very strong case for the other
company to win an arbitration

dispute," Mr. Klein said.
"They will say, 'You came
in; you looked at it. You
saw it, and you didn't do
anything about it. So you
said it was OK.

Just knowing that a reinsurer
will conduct audits can prevent a
direct writer from making poor
decisions based on the belief that

it can easily pass the losses off
onto the reinsurer, Mr. Klein

said.

Audits are most crucial for new

reinsurance agreements, the ex-
perts agreed. But Mr. Klein ad-
vised reinsurers to "audit early
and often" in all cases, to stay on

top of any changes in insurers'
underwriting practices.

Cedents should welcome rein-

surers' examiners or auditors, ad-

vised William C. Hassard, chair-

man of the board for Republic Fi-
nancial Services Inc. Companies
should be up front with reinsur-
ers, as the reinsurers will recog-

nize any attempt to stall and im-
mediately make your life diffi-
cult, Mr. Hassard said.

Reinsurers "can smell a stall a

mile off," he said.

Mistakes can be made by both

parties, but a ceding company
can use the audit outcome to re-

duce its mistakes and improve its
operations.

In addition, insurers need to

know the financial background
of their reinsurers, Mr. Hassard

said.

Understand, however, that

there are some disputes that can-
not be avoided, he said. And a
cedent should cut its losses and

make the best settlement possi-

ble if a reinsurer falls into finan-

cial distress, he said.

"Because, if you get into a situ-
ation where you are looking at
an insolvent reinsurer, you will
pay," Mr. Hassard said.

Do more than just correspond
with reinsurers, he advised. Visit
their offices and invite them to

your office-both before and af-
ter the contract is negotiated. If a
broker is involved, have the bro-

ker arrange the visits.

Once a dispute does occur, le-
gal precedents are of limited use
in managing life and health rein-
surance, Mr. Vitkowsky said. Be-
cause reinsurance agreements

carry arbitration clauses, arbitra-
tors are not required to apply the
strict rules of law, and decisions

are private.
Therefore, a heightened aware-

ness of the principles of reinsur-
ance, such as the "duty of ut-

most good faith," remains im-
portant. That duty, among other
things, calls for the ceding com-
pany to disclose material infor-
mation at the time of placement
and for it to comply with provi-
sions requiring notice of loss. Ell

Web site aims to help market
group health insurance

By JOANNE WOJCIK

ealth insurers

II
Will soon be

able to connect

with agents and
brokers shop-

ping for their
clients' health insurance 24

hours a day over the Internet.
Colorado ' Springs, Colo.-

based ChannelPoint Inc. on

June 30 will launch Channel-

site that agents and brokers can

Point Commerce Broker, a Web

 use to find insurers to under-
write group health risks.

1 The site will automate func-

tions such as rating, quoting
I and requests for proposal and
i can be accessed through a user's

standard Web browser, accord-

ing to Peter Rodes, product
marketing manager.

While ChannelPoint initially

is using the site to market
group health insurance in the

1 New York tri-state area, the

company plans to branch out
nationwide and eventually to
include all types of personal
lines property/casualty cover-
ages.

The cost is assumed by partic-
ipating insurers; agents and

brokers pay nothing to use the
exchange.

So far, eight health insurers
have signed up to participate in
ChannelPoint Commerce Bro-

ker: Health Net of Woodland

Hills, Calif.; United HealthCare

Corp. of Minneapolis; Physi-
cians Health Services of New

York; United States Life Insur-

ance Co. of Neptune, NJ.;
Guardian Life Insurance Co. of

New York; HIP Health Plan of

New York; QualMed of New

channelpo}nt
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York; and CAREington Interna-
tional, a dental health mainte-

nance organization based in
Dallas.

Once agents and brokers reg-
ister to use ChannelPoint Com-

merce Broker, they can access
from the site all of the coverage
and premium information they
must submit. They can then
import that information into
various off-the-shelf software

programs.

For example, users can re-
trieve price, plan, provider and
policy information from insur-
ers via the Web site, paste it
into a Microsoft Excel spread-
sheet file and then prepare
comparison quotes for their
clients. Adobe Acrobat Reader

software can be used to print all
application and enrollment
forms on the Web site.

As an additional marketing
tool, the ChannelPoint Com-
merce Broker can search insurer

databases to determine, for ex-

ample, whether a particular
client's preferred provider is in-
cluded in the networks being
considered.

Small-business owners often

seek such information, Mr.

Rodes explained.

Because the participating in-
surers have included their rat-

ing information on the site,
agents and brokers can com-

plete requests for quotes online
and get responses immediately.

In addition, the Web site can

be used to request information
from insurers not participating
in the system. In such cases,
ChannelPoint will collect the

information submitted to the

site and fax it to the insurer, ac-

cording to Mr. Rodes.
This process is much slower,

but "by adding these non-par-
ticipating insurers, Channel-

Point is including as many
product choices for the broker
as possible," he said.

Eventually ChannelPoint

plans to provide online enroll-
ment in addition to the online

quoting function, he added.
ChannelPoint's address on

the World Wide Web is

www.channelpoint.com.



MCOs' risks to come under microscope
NAIC issues stricter s

By ROBERTO CENICEROS

ew filing require-
ments and a

model law initiat-

ed by the Nation-
al Assn. of Insur-

ance Commis-

sioners will force managed care or-
ganizations to look more carefully
at the risks they bear, a health care
consultant says.

The NAIC's filing rules and mod-
el law are intended to give regula-
tors an early-warning system for
potential solvency problems. Be-
cause it is public information, oth-
er parties also will be able to access
a managed care organization's risk-
based capital.

The initiative also ensures that

organizations taking similar risks
have similar capital requirements,
said John Stenson, a Minneapolis-
based principal in Deloitte &
Touche L.L.P.'s Integrated Health
Group. Mr. Stenson spoke recently
at the Insurance Accounting & Sys-
tems Assn.'s 7lst Annual Educa-

tional Conference and Business

Show, which was held in San

Diego.
But the initiative won't affect or-

olvency requirements
ganizations' statutory requirements
only, he said. Evaluations of risk-
based capital by regulators and em-
ployers choosing health plans will
force MCOs to examine their man-

agement and financial decisions,
Mr. Stenson said.

To calculate a managed care or-
ganization's risk-based capital ratio,
regulators use a formula incorpo-
rating the MCO's statutory capital
and surplus, asset risks, underwrit-

ing risks, credit risks, business risks,
the risk of affiliated companies and
other factors, said Mr. Stenson.

Premiums, claims, reinsurance

purchases, product development
and even the capital held in a spe-
cific subsidiary all will affect the
RBC ratio.

Some states eventually will adopt
the NAIC model law for risk-based

capital. That will require many
managed care organizations to in-
crease their minimum capital, de-
pending on the risks they face, Mr.
Stenson said.

The model law also calls for spe-
cific regulatory responses, depend-
ing on the RBC calculation. A com-
pany with an unfavorable outcome
may have to submit a plan for im-
provements or, in more serious cas-

DU6676666 1766U/UnCe, JUIle 41, 1333 / -1.OU

es, may be placed under regulatory management decisions and pricing
control. strategies, Mr. Stenson said. Action

Health maintenance organiza- to assure appropriate future finan-
tions, provider-sponsored organiza- dal results will be necessary.
tions, preferred provider organiza- "Even if it is just from a publicity
tions that assume risk, Blue Cross & perspective or from the way your
Blue Shield plans, and any insurers employer clients will look at you,
offering health-related coverages all or if you operate in a state that will
will be affected eventually, Mr. pass a model law," Mr. Stenson
Stenson said. said.

Even if a state does not adopt the The RBC will become a part of
every financial decision, Mr.

. .)/ 4 I Y k Stenson said. Capital
sources may diminish or be-

- if -2 come more costly as capital
markets see the MCO as

model law, the NAIC's initiative riskier relative to other investment

still has a de facto impact on alternatives.

MCOs, Mr. Stenson said. Begin- MCOs may have to contribute
ning with year-end 1998 statutory more up-front investment into spe-
filings, most states required the in- cific ventures and entities. Reinsur-

corporation of the RBC informa- ance considerations also will

tion, making it available for regula- change as MCOs look for ways to
tor scrutiny. improve their RBC.

Employer clients will want to use "Reinsurance could help, because
the information to evaluate the fi- you could lower the amount of risk
nancial viability of their health you have in any one life by having
plans, Mr. Stenson said. Rating a catastrophic stop-loss," Mr. Sten-
agencies already are using the for- son said.

mula, and that action will have The filing requirements are sure
ramifications for MCOs' creditwor- to influence managed care organi-
thiness and value. zations' product offerings, because

Therefore, the RBC calculation MCOs operate in a dynamic mar-
will impact not only the statutory ket where products continually are
requirements of MCOs but also

Intelligent decision-making
requires effective use of data

By Sidney C. Leifer

 ata-factualinformation (as
measuremen8 or

statistics) used as

a basis for

reasoning,
discussion or calculation. (Merriam

Websted
Data-all those little bits of

information you have gone to great
lengths to collect.

Which definition of data

applies to your sales force
automation database? It should

be both. More often it is only
the second definition. Why?

Data analysis
There is no question that to

compete in today's market, your
business must embrace

information technology. On a
daily basis, your company is
processing and collecting a
tremendous amount of data in

your accounting, order
processing, sales, marketing and
human resources systems.

These systems streamline the

work and store myriad relevant
details about customers,

business and daily transactions.
You probably have a pretty good
feel for what the data looks like

as a whole.

Now here's a question: When

IT Perspec#ive

you are competing to win, are
you satisfied with "pretty good"
tools? Probably not. So how do
you get an excellent look at that
data? How do you make sure
your business decisions are
based on the best information

available to you in today's
information age?

You report on the data you
have so carefully stored. Your
databases contain a veritable

treasure chest of information.

That information is the raw

material you need to make

business decisions. Reports will
take that raw material and refine

it to your specifications.
Whether your systems have

collected 5,000 lines of

information or 5 million lines of

information, it is too much for a

person to analyze efficiently.
That is, after all, why we have
computers.

There are a wide variety of
powerful business intelligence
tools that will allow you to look
at all your data or some subset
that you define. They will let

you easily add or count all the
records that meet certain criteria

and compare those counts to
records that meet other criteria.

You can quickly find out what

your top five selling products
were last year, and what they are
this year to date.

Wouldn't it be nice to know,

when you walk into the sales

meeting, who your top three
sales people were for the last
nnonth?

How about knowing which 10
products accounted for the most
returns? You probably can name
seven of them correctly without
running a report. What about
the other three?

Which customers are using

your customer-service resources
the most heavily? No doubt you
can name at least one problem
customer. Can you name four
more in order of the number of

calls for service? Would that be

useful in deciding how to
manage those customers?

What are the top 10 sources
you have for prospects? Is that
list similar to your top 10
sources of customers? Wouldn't

you like to know for sure?

Human factor

There are two major issues
with trusting human

evaluations for these questions.
First of all, as mentioned above,

there is just too much data for
one person to sift through.
Second, human nature will color

the evaluation.

See Data on next page

under development.
"If you are going to implement

some fairly significant product
strategy or changes, you should
look at the effect that that could

have on your RBC calculation," Mr.
Stenson said. "Incorporate it into
your forecasting and other moni-
toring that you do.

In fact, enhanced financial fore-

casting, experience monitoring and
pricing methodologies will be
needed to maintain the RBC at ac-

ceptable levels over time, because
the RBC is not a static measure-

ment. It can change with each de-
cision.

Provider contracts also will effect

the RBC outcome. Therefore,

MCOs may have to "tighten up"
their provider contracts with mea-
sures such as stop-loss provisions,
Mr. Stenson said.

An MCO's concentration of busi-

ness among fully insured, partially
insured or fully self-insured groups
also will be a factor. The less con-

centration in the higher-risk type
of business, the better your RBC
will be, Mr. Stenson said.

It will be interesting to see how
RBC calculations impact future
merger and acquisition activity be-
cause the RBC is not a "additive"

number, Mr. Stenson said. "The

RBC of company A and company B
will not necessarily be equal to A
plus B," he explained.
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Is your Internet strategy
taking you nowhere?

The power of Internet technology

is without doubt going to change the

way you do business. You probably
have a Web site - but what does it

do? Who does it touch? Is it

generating revenue? Cutting costs? If
you seem to be swimming in circles
then we have a few answers!"

HomeCom is THE recognized

leader in the custom design,
development, and implementation of

truly business-driven Web based
strategies and applications. That

means Internet, intranet, and extranet.

Better still, we focus exclusively on

the insurance industry and the
financial services sectors. HomeCom

is the only one of the Top 20* Web

application companies in the US with

that focus - your focus. If the
Internet and World Wide Web are in

your plans you need to talk to
HomeCom.

In fact, many of the biggest nam65
in insurance and banking are already
clients!

HOME
COM,MUNICATIONS

Please give us a call al 888-HOMECOM, ext. 615, e-mail us at
insurance@homecom.com or visit our Web site at www. homecom.com.

The Internet IS the super highway.
Your company needs to be a destination.

*HomeCom was selected as one of The Twenty Best Internet Consulting Firms' in the May, 1998 issue 01
Internet Computing Magazine.
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You might ask your customer
service manager, Joe, what
customer has called in the most

frequently. He responds that
Mary of Acme Fireworks is by far
the most difficult to please, with
the most calls.

In fact, Jason of WidgetWorks
has called in more times than

Mary and generally spent longer
time on the phone. But where
Jason is calm and reasonable,

Mary has been very difficult to
deal with. It seems like Mary has
tied up customer-service

resources the most. Actually it
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more information.
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was Jason.

Our brains make judgments.

That is the advantage we have
over computers. Computers
assemble and manipulate
enormous amounts of data so

that we can analyze the results
and make decisions. The

computer will collect the data
we ask for and manipulate it as

we want, all without making
judgment calls about what goes
into the final report.

Decisions

It would be great to have
reports analyzing our data so
that we can make the best

decisions possible. But then
again, is the advantage of
business intelligence worth the
costs?

Maybe you remember the day
when creating a report required

two weeks of programming
time, if you were lucky. Certain
reports still require a substantial
investment, but many can be
written in an hour or two.

Accessing reports
Another decision you will

have to make with regard to

business intelligence is how
your people will access the
information. The days of the
reams of green-bar paper are
over. (Did anyone ever read
those reports anyway?)

Today, you have many
choices as to how you will
distribute the data: printouts, e-
mail, the World Wide Web.

There are advantages to each of

these approaches.

The key to any business
intelligence tool you use is to

make sure that it will leverage
your existing technologies, as
well as stay current with the

latest technologies.
Distribution of reports opens a

can of worms with which many
organizations are only now

beginning to struggle. The
mantra of ad hoc reporting says
that anyone can run any report
at any time. Most end-users are
not cognizant, however, of the
implications of their actions.

When all of your sales
representatives come in at the

beginning of the quarter and
want to see their commissions

for the prior quarter, how are we
going to make the information
available to them in a timely

manner, without overwhelming
the information technology
group, not to mention the
database?

The answer may be a managed
business intelligence
environment, where reports can
be scheduled and run during off-
hours and be made available to

the users in a number of

different formats.

Ad hoc reporting can also
present security issues. Do we

really want to give our users
access to sensitive financial data

or salary information? In some
cases the answer is yes, in other
cases, no.

Managed business intelligence
can give IT the ability to define
one report that will incorporate

departmental or user security as
opposed to many reports, each
specifically tailored to different
departments' or users' security
rights.

Fact gap
One area of concern with

regard to business intelligence is
the discrepancy between the
sheer volume of data that

business can generate and the
number of available analytical
personnel to make sense of this

data, something that Howard
Dresner of The Gartner Group
refers to as the "Fact Gap."

The number of critical

decisions that an organization is
making is increasing every day,
which is nothing new. What is

new is the speed with which
these decisions are being made.

A year ago, the Internet was

nothing more than an
amalgamation of slick marketing
brochures. Today, the Internet is

the preferred location for the
collection and presentation of
meaningful business data for
more and more businesses.

A business intelligence
strategy needs to take into
account today's business
environment. Information must

be relevant, timely, consistent

and complete to be of any use. It
must be presented to the right
person at the right time.

A business intelligence
solution needs to cut through
the information overload and

focus on the areas that are

causing problems or that lead to

solutions.

Emerging trends
Some of the emerging trends

in business intelligence involve
things like data mining, guided

analysis and 3-D visualization.
These trends involve complex,

system-driven algorithms that

are capable of searching through
terabytes of data and finding
trends and patterns. This is so-
called agent-driven exploration,
which involves programs that
are capable of learning. Whether
these technologies are ever
adopted by the masses remains
to be seen.

Summary
Currently, business needs to

use business intelligence to
access information, monitor and

analyze the facts, share and
collaborate with other users and

ultimately to alter processes or
reinforce decisions. This needs

to be accomplished within the
current constraints and realities

of the business environment. i

Sidney C. Lejfer is president of Suc-
cess Automation, a Wa/tham,

Mass., firm
-. -- specializing

 in sales force
automation

lif 3»- ¥, and busi-
dmdip · J ness intelli-

gence con-

sulting and

training ser-
vices.

NAMIC names Schmelzer vp of regulatory affairs
INDIANAPOLIS-The National

Assn. of Mutual Insurance Cos.

has named Roger H. Schmelzer
vp of regulatory affairs.

Prior to joining the Indianapo-
lis-based NAMIC, Mr. Schmelzer

served as the chief legal counsel
to the speaker/minority leader of
the Indiana House of Representa-
tives. He was the principal advis-
er to the House Republican lead-
ership on policy, legislative and
legal matters.

From 1985 to 1989, Mr.

Schmelzer was executive assis-

tant to U.S. Sen. Richard G. Lugar
(R-Ind.). He also was affiliated

with the Kightlinger & Gray law

Insurer Topics

ADVERTISER

INDEX
Issue of June 21

ADVERTISER

American Insurance Assoc.

PAGE #

16F

HomeCom Communications .... .16G

ING Reinsurance

MIC Re

Strohl Systems

160

.16D-16E

16B

IT Briefs

firm, where he specialized in
business associations and public
policy management.

Mr. Schmelzer earned both his

undergraduate and masters of
public administration degrees
from Indiana State University,
and he graduated from the Indi-

ana University School of Law-In-
dianapolis in 1986.

In other NAMIC news, the or-

ganization has improved its Web
site, www.namic.org. The site has
a new look, and visitors now can

search the World Wide Web us-

ing seven search engines and get
weather and other information.

Site visitors also can get infor-
mation about and register for
NAMIC's 1999 convention,

which will be held later this year
in San Antonio.

S&P expands training

NEW YORK-Standard &

Poor's Corp. has expanded its se-
ries of credit training programs
to include courses focusing on
credit risk analysis of the insur-
ance industry.

S&P's Credit Training Services
program provides comprehen-
sive credit risk analysis and risk
assessment training to intermedi-

ate-level financial professionals.
The insurance courses are de-

signed to increase participants'
financial knowledge and analyti-
cal skills, and to provide expo-
sure to key industry issues.

Participants in the program
can increase their familiarity
with S&P's insurance rating
methodologies and criteria,
strengthening business develop-
ment structuring skills for their
organizations. The small classes
are taught by S&P senior ana-
lysts.

For additional information,

contact a Standard & Poor's of-

fice, send an e-mail to cts@stan-

dardandpoors.com or visit S&P's
Web site at www.standardand-

poors.

com/ratings and follow the links
to Credit Training Services.

Company name change

HANOVER, N.H.-Sharehold-

ers of Fund American Enterprise
Holdings Inc. have voted to
change the company's name to
White Mountains Insurance

Group Inc., reflecting the compa-
ny's transformation from a hold-
ing company of passive assets to
a financial services operating
company specializing in proper-
ty/casualty insurance and rein-
surance.

The company also changed its

New York Stock Exchange ticker
symbol to WTM from FFC June
1.

New moniker adopted

DENVER-Security Life Reinsur-
ance has changed its name to ING
Reinsurance, reflecting the Den-
ver-based reinsurer's focus on pro-
viding integrated institutional fi-
nancial services through the glob-
al resources of its corporate parent,
The ING Group.

The move acknowledges a grow-
ing trend among insurance com-
panies of integrating management
of exposures across the entire spec-
trum of their business, and the
reinsurer's effort to combine tradi-

tional reinsurance with integrated
financial and traditional risk man-

agement services, said Thomas F.
Conroy, president of ING Reinsur-
ance.

"It is more than just a name
change," Mr. Conroy said. "We
are bringing together the total
group resources in a way to see
how they can be leveraged for a
life insurance company to manage
all its risks."

As part of its new effort, the rein-
surer has formed a Corporate
Structures Group to craft reinsur-
ance. solutions that draw upon
other insurance, banking and asset
management operations of its
Dutch-based parent. [al
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Continued from prevous page Another bill that passed both Although employers supported the original suit was groundless, or if
Kitzhaber has signed the legislation chambers and awaits action by the 01t the legislation consumer advocates the original suit was filed to cause
into law, it goes mto effect 90 days af- governor would release the Depart- C quickly criticized the law Ralph the defendant to mcur defense costs4.
ter the current legislative session ends ment of Consumer and Business Ser- Nader wrote that "this anti-con- rather than to recover damages
The law also Mll extend for fouryears vices from estabhshing utilizabon and sumer, anti-worker legislation will • Estabhsh a standard of gross
the sunset provision embedded in treatment standards for work-related harm the most vulnerable of Flori- negligence for lawsuits against di-
Oregon's workers compensation ex- injunes The bill would leave the task the premiums Reinsurance premiums da's citizens and significantly lessen rectors and officers The legislation,
elusive rernedy provision to pnvate companies, such as health tax rates range from 1 25% to the responsibilities of drug compa- passed by the Senate and now m the

Another bill would require that the mamtenance organizations 0 0125% nies, reckless manufacturers, toxic House, aims to supersede a Lou-
Department of Consumer and Bum- Yet another measure would require No signlflcant tort reform measures polluters, or other perpetrators to isiana appellate court decision that
ness Services hold a pubhc hearing insurers and self-msured employers to were enacted in Connecticut, New compensate their victims " apphed a simple neghgence stan-
before mcreasing the premium fees pay a workers comp claimant's medi- Hampshire or Vermont The law also ehminates lomt-and- dard m a D&0 hability case
and assessment that the department cal bills for the fust 30 days of treat- several hability for defendants who A Georgia law that becomes effec-
collects from self-Insured employers ment or until the claimant receives are found to be less than 10% at tive July l regulates the transfer of
This assessment is used to fund the notice of denial, regardless of whether fault If fault is found to be at least structured settlement payment
monitoring of workers comp pro- the claim ultimately is accepted As of 10% but less than 25%, damages are rights The measure requires disclo-
grams The bil received final ap- June 15, the bill had not passed out of
proval by legislators May 20 and is the Senate PROPERTY/ capped at $200,000 The cap nses to sure to the payee of all financial and

$500,000 from 25% to 50%, and a tax implications of any settlement
awaiting action by Gov Kitzhaber Washington Gov Gary Locke CASUALTY defendant whose fault is greater transfer, as well as a 10-day waiting
The Oregon Self Insurers Assn sup- signed a measure to expand a state than 50% is subject to damages of penod before a transfer takes effect
ported the legislation law allowing business associations to up to $1 milhon Two bills awaiting Tennessee Gov

Other legislation seeks to expand an offer members retrospectively rated Caps on pumtive damages are the Don Sundquist's signature provide
Oregon law that allows employers to workers comp msurance programs greater of $500,000 or three times some liabillty protections in YZK
band together to self-insure for work- Previously, associations could offer compensatory damages A cap of $2 cases
ers comp injuries Oregon law cur- retrospective programs only to mem- Maryland Gov Pams Glendenmg million or four times compensatory The first bill would give the state
rently allows only employes in simi- benships made up of employers in vetoed a measure that would have damages apphes if the plaintiff immunity from tort claims arising
lar mdustnes to Jom together But a similar mdustries Now, however, shielded bumnesses from legal habill- proves the defendant's conduct was from computer malfunctions m pro-
bill that received final legislative ap- they can offer those programs to ty arising out oftheY2K problem The motivated solely for unreasonable fi- cessmg dates or times before Jan 1,
proval June 3 would allow employers memberships of employers from dif- governor said the bill did not ade- nancial gain and the defendant 2005 The measure would apply lf
from diverse industries to band to- fering mdustrles quately protect consumers m the knew its conduct was dangerous If the failure was unforeseeable or if a
gether to self-insure As of June 15, No sigmhcant workers comp legis- event of injury or death stemming a plaintiff proves a defendant m- plan for preventing it was in place
the bill was awaiting action by Gov lation was passed in Alaska or from Y2K-related computer failures tended harm, there are no limits on according to generally accepted
Kitzhaber Hawaii The governor did sign lemslation pumtive damages computer design standards

that provides immunity from habihty The new law also says an employ- The second bill would prohibit
to cooperative hbrary associations er cannot be hable for punitive dam- any "foreclosure proceedmg, default

hshed captive domicile and the latter The law takes effect July 1 ages for employee conduct unless the or other adverse action against a

Tort reform a newcomer to the domiciliary Gov Glendening also signed a mea- employer is found guilty of gross person" due to the incorrect trans-
ranks-both enacted legislation al- sure that authonzes some courts to re- negligence or to have knowingly mission of information resulting
lowmg the formation of "rent-a-cap- fer medical malpractice claims- condoned the wrongful conduct from a computer's failure to proper-

Continued from page 1 tlves" Rhode Island also slashed its where both parties agree-to a state The law estabhshed a 12-year ly process the year 2000 The bill also
punuttve damages and frees employers captive premium tax to allow that Health Claims Arbitration Office for statute of repose, hmittng the period would bar suits agamst any "person
from certain hablhtles state to compete more effectively with neutral case evaluation The law takes dunng which lawsuits can be or entity" that cannot make finan-

Consumer advocate Ralph Nader other domiciles, particularly Vermont effect on October 1 brought against most product man- cial transactions on time because 01
wrote m a statement "This anti-con- Louisiana lawmakers, irked at the West Virginia Gov Cecil Under- ufacturers The law estabhshes a 20- Y2K problems
sumer, anti-worker legislation wlll city of New Orleans' decision to sue wood signed legislation that gives ha- year statute of repose for cases in- Part of the effect of legislation
harm the most vulnerable of Flonda's gun manufacturers for damages, ap- bihty immunity-xcept in cases of volving commercial aircraft Gov pending in North Carolina would b€
citizens and significantly lessen the proved legislation bannmg state mu- gross neghgence-to physicians who Bush, however, has said he wall seek to ehminate punitive damages for
responsibihties of drug comparnes, mcipalities from doing so provide medical services to the inch- a repeal of the 20-year statute next Y2K liabihty and limit the hability
reckless manufacturers, toxic pol- Followlng is a roundup of tort re- gent at clinics that provide free health year of corporate directors and officers
luters or other perpetrators to com- form, property/casualty Insurance care The new law, though, does not The law protects employers from North Carol,na lawmakers m both

pensate their victims" and risk management leglslative ac- extend immunity to the chnics them- liability for negligence in hiring if houses have approved a measure
Employers, however, applauded the tivlty around the country, based on selves and requires the clinics to the employers conduct reasonable that reinstates the insurance com-

reforms reports by Business Insurance staff maintain habihty coverage of at least background checks missioner's authority to create a
"Obviously, we're pleased at what and coordmated by Washington Edi- $1 million per occurrence Florida also enacted a law, now in standby Jolnt underwmtmg associa-

happened down rn Flonda, ' said tor Mark A Hofmann No significant tort reform legisla- effect, that hmits businesses' Y2K h- tion for coastal property
Lance Ewing, chairman of the exter- tion was enacted in Delaware, the ability The law sets a minimum loss A Virginia law that took effect
nal affairs team of the Risk & Insur- 1+4- . District of Columbia, New Jersey, of $50,000 for each member of a Y2K April 7 limits Y2K hability by pro-
ance Management Society Inc and d- i % ' , New York or Pennsylvania class action, perrmts courts to assign hibiting punitive damages under
rector-Insurance and loss prevention claims to undergo mediation and most circumstances
of GES Exposition Services Inc in prohibits class actions against gov- Virginia legislators also amended
Las Vegas PROPERTY/ f4 r

.-\ 1
ernment agencies The law also pro- the state's medical malpractice cap

Sweeping reform, however, was CASUAUIY ,- 3, vides immunity tobusinesses'direc- statute Effective Aug 1, the cap wall
generally not the order of the day
Proposals throughout the country

9 tors and officers if they took action rise to $1 5 million from $1 million
PROPERTY/ /1 to make their companies' products and mcrease each year until it

"basically cover the waterfront," said /'/$* 50 CASUAL Y2K comphant reaches $2 milhon m 2008
ATRA's Mr Joyce There really isn't a

-------
Louisiana Gov Mike Foster

smgle defmable arena outside of Y2K
No major tort reform or proper-

 -.1 . signed a bill that protects gun man- ty/casualty legislation was enacted
hability relief leglslatton, he said Maine Gov Angus King signed leg- ufacturers from lawsuits filed by in Mississippi or South Carolina

"Every state has a different twlst" 1slatlon requlnng pnor court approval municipalities and voids a suit filed Lawmakers were not m session m
to how lawmakers approach the Y2K of any agreement to sell or transfer by the city of New Orleans The law Kentucky
issue, noted Mr Ewlng Some laws structured settlements The law is in- Alabama enacted several tort re- gives the state government sole au-
provide broad protections, while oth- tended to protect recipients of struc- form measures, including a cap on thonty in fillng suit agamst gun .
ers apply only to municipalities or tured settlements in tort cases from punitive damages Alabama juries makers
governmental entities, he noted Still aggressive marketing by companies have a history of making large New Orleans filed a product lia-
others deal with the problems that a that buy out the settlements at dlls- awards Earlier this year, a Jury bihty suit against the gun industry

PROPERTY/ 5 4/'
smgle industry, such as banlang, is counted cash value awarded $580 million in punitive last fall, seeking to recover the pub-
hkely to face A Massachusetts bill would exclude damages in a case centered on a he cost of handgun violence in the CASUALTY t

If the breadth of Y2K legislation any company with a net worth of $25 $1,200 overcharge city The suit charged, in part, that
varied, so did reactions to it For ex- milllon or more from makmg claims The new act, which is now m ef- handguns were unreasonably dan-

4-_ J
ample, Repubhcan Gov George W on the state guaranty fund feet, hmits punitive damages m non- gerous because they have no safety
Bush of Texas and his brother, Jeb, Rhode Island enacted a protected injury cases agamst large busmesses systems to prevent children and oth-
both welcomed relatively broad Y2K cell law that wtll allow the formation to the greater of three times the com- er unauthorized persons from usmg
liability control legislation passed by of rent-a-captives The act allows m- pensatory damages or $500,000 them The Illinois Legislature approved a
their respective legislatures surers and captives to isolate individ- Punitive damages agamst small The law does not prevent munici- bill that would expand tort hablhty

"At the state level, I thmk the bill ual accounts by segregating assets and busmesses are capped at $50,000 to palities from fihng suits agamst by extendmg benefits m wrongful
enacted in Texas, mgned by Gov Bush habilities into cells Under the law, $200,000, dependmg on company firearms manufacturers for breach death cases to a beneficiary, as long as
and pushed by the Texas Cnrl Justice cells also can be used m insurance se- size In miury cases, punitive dam- of contract with regard to the pur- he or she was less than 50% responsi-
League, really is the comprehensive cuntlzatton deals ages are capped at the greater of chase of firearms or ammunition ble for the decedent's death Gov
bill that all others Mll be measured Other legislation iS pending m three times compensatory damages Other legislation pending in George Ryan is expected to sign the
against," said Mr Joyce Rhode Island, mcludmg bdls that or $1 5 milhon Louisiana would bill, which would apply to pending

But the welcome accorded to Y2K would allow third-party bad-faith Other legislation enacted m Al- • Curb frivolous lawsuits by creat- cases

legislation was far chilher in both lawsuits against insurers and permit abama and now in effect requires Inga "loser pays" system m civil cas- Legislators also approved a bill that
Iowa and Maryland, where habillty insurers to keep confidential the re- notice of a heanng seekmg class-ac- es The bill, passed by the House but would provide some rehef from Y2K
bills fell to governors' vetoes In some sults of self-audits for regulatory tion certification and gives both par- pending in the Senate, would allow claims for banks and their customers
other states, bills languished in com- comphance ties the nght to immediately appeal a defendant to sue a losing plaintiff For example, the measure would pro-
mittee and died by recess Rhode Island established a new tax a class certification order to recover defense costs Recovery tect financial institutions' officers, di-

Lawmakers m other states dealt structure for captives in the state The Florida Gov Jeb Bush signed a would be permitted if the defendant rectors and employees from personal
with more-local tort andnsk manage- minimum tax is $2,500 Direct premi- package of tort reforms that caps proved that the suit was filed to en- hability, except for cases in which
ment-related matters Hawaii and ums are then taxed at between 0 2% punitive damages and frees employ- courage settlement, if plaintiffs' at- they were involved In fraud Relief for
Rhode Island-the former an estab- and 0 0375%, dependmg on the mze of ers from some types of habilities torneys knew or should have known Contmued on next page
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Continued from premouspage terest calculations in cases involv- the amount the defendant spent to snafus are protected under the
the general business community ing declaratory ludgments It ba- 3-7 fix the problem or would have law
Still is being discussed and is ex- sically resolves problems created 2 -1 · 
pected to be considered this fall, by a previous Ohio Supreme ./0

spent if the plaintiff had not re- New Mexico did not pass any
. jected the offer significant tort reform legislation

said Donald S Cleasby, assistant Court decision, which the busi- The state also has several other

general counsel with the National ness community considered too new liability reform laws
Assn of Independent Insurers "liberal," said Patricia Holden, islative chambers but was vetoed A litigant who relects a settle-

Indiana Gov Frank O'Bannon assistant vp of state affairs for the by Gov Thomas Vilsack ment offer will have to pay the
signed several environmental bills American Insurance Assn in A bill that legalizes alcohol test- other party's attorney's fees if the
from this year's legislative ses- Skokie, Ill ing of private-sector employees subsequent court award in the PROPERTY 69
sion, including measures that However, insurance Industry and potential hires was enacted case equals or is less than the re- CASUAL i f 7,----

• Place a permanent cap of representatives and consumers inulbalc entities in Missouri will 'taesduroeferov Hull signed the  ,$300,000 on aggregate damages are awaiting word on the Ohio
for the loss of a non-dependent's Supreme Court's ruling on the be liable for higher damages un- A new law will allow colleges
love and companionship in legislatively approved tort reform der a bill the governor is expected and universities to recover dam-
wrongful death cases The law, measure in 1997 "The general to sign The bill raises existing ages, such as lost revenue, that are
which will take effect next year, feeling lS that tort reform will be caps to $300,000 from $100,000 attributable to misconduct by Colorado lawmakers were active

also prohibits recovery of punitive overturned," she said for a single plaintiff and to $2 sports agents Gov Hull signed the in tort reform and other proper-
damages and damages for an 1ndi- The Wisconsin Assembly has million from $1 million for any measure on April 22 ty/casualty initiatives during the
vidual's grief in such cases passed a measure that would en- one event, regardless of the num- A new law grants operators of 1999 legislative session Measures

• Encourage environmental au- hance Y2K immunity for units of ber of plaintiffs The measure also closed-course motor sport facili- have been signed into law that
dits by making the audit reports government in the state requires that the Consumer Price ties immunity from liability for • Grant licensed physicians im-
privileged, confidential informa- Although state and local gov- Index be used to adjust caps in fu- the death or injury of spectators munity from civil liability while
tion ernments already en]oy sovereign ture years If enacted, the measure who sign liability releases, except performing volunteer work

• Provide immunity from civil immunity protections from liabil- will apply to events that occur af- in cases of intentional misconduct • Grant limited immunity from
liability to property owners who ity, the measure would offer addl- ter its Aug 28 effective date or gross negllgence by the opera- clvll liability to an employer that
are not responsible for leaks tional protection to government South Dakota Gov William tor Gov Hull signed the measure provides information about an em-
found in underground storage officials from claims related to er- Janklow has signed into law two on April 26 ployee to a prospective employer
tanks Current owners, however, rors or omissions stemming from bills that provide a liability de- All the laws become effective 90 of that employee
must clean up sites within a year good-faith efforts to resolve Y2K fense for businesses and local gov- days from the Legislature's May 7 • Limit a business' liability for

• Clarify the definition of "oper- computer problems The Senate ernments that had made good- adjournment damages in any civil action based
ator as it pertains to liability for has yet to act on the measure faiths efforts to make their com- The Arkansas Legislature upon a Y2K failure to the amount
fuel delivery In addition to addressing the puter systems Y2K compliant passed several tort reform and of actual damages In addition,

• Impose a $1,000 fee on every state budget, Wisconsin's budget In addition, a new law autho- property/casualty-related mea- civil actions must be brought with-
cask of high-level radioactive ma- bills also contain liability and in- rizes the state's Division of Insur- sures, including legislation that in three years of the alleged cause
tenal passing through Indiana by surance items ance to create a fraud investiga- • Relieves policyholders of lia- of action
truck or rail The fees, which are Among their provisions are ad- tion unit bility for defense attorneys' fees in The act, which takes effect July
paid by waste generators, such as ditional governmental immunity All the new laws will take effect suits against insurers where an in- 1, also grants immunity to a busi-
utilities, will be allocated for for problems arising from Y2K July 1 surer is not found liable for loss ness and its directors and officers

emergency response training of computer disruptions and a provi- Next year, the American Insur- • Requires the state Department if what the bill terms "reasonable
local police, fire and emergency sion that the state's insurance ance Assn plans to push for a law of Education to purchase excess and timely efforts" have been
crews in the municipalities that commissioner may exempt by rule requiring court oversight of any liability insurance to provide made to Identify potential Y2K
may have to react in the event of a classes of insurance policy forms deal in which the recipient of a $250,000 in coverage per incident failures in order to attempt to pre-
disaster from prior filing and approval re- structured settlement intends per student passenger on school vent them

Minnesota Gov Jesse Ventura quirements to sell his or her settlement for buses in accidents where the driv- Another new law amends Col-

signed a bill that changed the The bills were introduced by the an up-front sum The AIA lS er is at fault orado employment discrimination
statute of limitations for medical Joint Commission on Finance at concerned that many settlement • Provides limited immunity to laws by making harassment durmg
malpractice claims to four years the request of Gov Tommy R beneficiaries are making unwise current or former employers that the course of employment an un-
from the date of occurrence from Thompson If enacted, the Wis- deals that leave them in poor fi- disclose job-related information fair employment practice The law,
the previous two years Minnesota consin budget bills would take ef- nancial shape and give a black eye on employees to prospective em- effective July 1, defines "harass"
does not have the discovery rule feet July 1 or one day after publi- to the structured settlement con- ployers as "to create a hostile work envi-

The governor also signed a bill cation, whichever is later cept, which insurers strongly sup- • Grants limited immunity to ronment based on an individual's
that addresses the Year 2000 No significant property/casual- port state and political subdivisions, race, national origin, sex, disabili-
problem The bill will provide in- ty or tort reform legislation has No significant tort reform or officers and employees for the ty, age or religion"
dividuals and small businesses an been enacted in Michigan property/casualty legislation was failure of government computer Idaho Gov Dirk Kempthorne
affirmative defense to breach of passed in Kansas or Nebraska systems or errors resulting from signed into law a measure that im-
contract and tort actions if the de- the Y2K problem munizes employers from being
fense can show that Y2K failure 1 1 A malor tort reform initiative held liable for information an em-
was not in the defendant's control

and that the defendant could have / / / r7====r-51 dled in committee The bill mclud- ployee might disclose to an em-i , ed limitations on attorneys fees, ployee assistance program coun-
wholly satisfied the contractual the repeal of joint and several lia- selor The measure also guarantees
obligation had the Y2K problem PROPERTYJEI PROPERTY r- r bility, caps on punitive damages, employees the right to confiden-
not occurred CASUALTY131*=# CASUALTY and product liability reform tiallty in these sessions

A modification to the Landfill i Oklahoma Gov Frank Keating That measure-and another that

Cleanup Act added seven closed /L - ·l_ _ 1 signed legislation that grants busi- failed-were drawn up in response
landfill sites to the 100 sites nesses limited protection from lia- to a 1998 Idaho Supreme Court de-
whose cleanups currently are be- bility for Y2K computer bug prob- cision that created a new liability
ing funded by bonds, fees charged lems The law, which took effect for employers, said Dawn Justice,
to businesses, and insurance re- North Dakota Gov Edward T Arizona Gov Jane Hull signed a June 4, prohibits class-action suits vp-human resources at the Idaho
covery settlements The seven new Schafer signed into law a bill that Y2K liability bill designed to pro- against businesses that had con- Assn of Commerce & Industry in
sites will not be subject to the in- establishes a statutory acknowl- mote computer system remedies ducted reasonable Y2K testing, re- Boise
surance recovery settlements, edgement of the National Assn of without litigation and to provide mediation and contingency plan- Insurers in Montana no longer
however Insurance Commissioners' Codifi- defendants limited habillty immu- ning The law also bars punitive can non-renew or cancel insurance

Another new law in Minnesota cation Project The measure, nity The state constitution pro- damage awards in Y2K-related policies based on a single loss un-
limits the liability of municipah- sponsored by the Senate's Indus- hibits the Legislature from bar- judgments against businesses less the terms of the cancellation

ties when public land is used for try, Business and Labor Commit- ring lawsuits outright The governor also signed an in- pieviously were discussed with the
recreational use tee and introduced at the request Under the law, a plaintiff must surance anti-fraud law The law, policyholder

Similarly, another bill clarifies of the state's insurance commis- provide a defendant 90 days' no- which took effect immediately af- Under another law, the Montana
municipal liability regarding sioner, directs the commissioner tice before filing suit, so the defen- ter the governor signed lt on June Insurance Department now has
snow and ice removal For munic- to adopt by rule a version of the dant has time to insist on a sys- 8, creates an anti-fraud unit in the just two years from the date of dis-
ipalities that own land or build- accounting practices and proce- tems inspection and try to correct state's Insurance Department It covery to investigate and prosecute
1ngS ln another municipality, the dures published in the NAIC's the Y2K problem also shields insurers from liability suspected insurance law viola-
owner municipalities are not im- manual The law creates several defenses if they mistakenly suspected par- tions In addition, the triggering
mune from claims or lawsuits North Dakota has two new laws against liability, including proof ties of fraud and reported those violations must have occurred
arising from snow or ice condi- related to indemnity for claims that a defendant suspicions to state authorities within five years' of the date of
tions arising from Year 2000 computer • Warned the plaintiff of the Texas Gov George W Bush their discovery

Minnesota, which has in place a problems One indemnifies finan- problem and offered a no-cost so- signed a measure that provides Also in Montana, clinics that
seat belt gag law that prohibits cial institutions against claims luton Y2K liability protection to busi- provide free health care now are
mentioning whether a person arising from failures of computers • Relying on an upstream ven- nesses and municipalities The exempt from tort liability
involved m an accident was wear- or other electronic systems as a dor's assurances, did not know ltS law, which took effect immediate- Nevada becomes a captive domi-
ing a seat belt or had a child se- result of Y2K disruptions The own Y2K compliance guarantees ly after being signed, provides cile effective Oct 1 under legisla-
cured with a restraint, has re- other indemnifies the state and its were false or misleading protection to organizations that tion signed by Gov Kenny Guinn
structured the law to make this local units of government against • Believed its product was Y2K- make good-faith efforts to identi- earlier this month that provides for
information admissible in product claims arising from Y2K comput- compliant fy potential Y2K problems and to the licensing and regulation of
liability cases Lawmakers over- er disruptions • Fixed a known problem with a make their computers compliant captive insurers
rode the veto of Gov Ventura, and In Iowa, a bill that would have system, after which tests showed Computer product manufacturers Although the bill permits single-
the law became effective immedi- shielded insurance companies and that the system was Y2K-compli- and sellers that make good-faith parent captives, it was intended to
ately financial institutions from liabili- ant efforts to notify customers of po- be most attractive to group, associ-

Ohio Gov Bob Taft is expected ty stemming from the Y2K com- A court presiding in Y2K litiga- tential problems and offer low- ation and agency-owned captives,
to sign a bill that would clarify in- puter problem passed both leg- tion may reduce a final award by cost solutions to correct any Y2K Continued on next page
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Continued from preutous page notices to pohcyholders when a hvmg the state workers compensation sys-
said Allan J Greene, principal with property/casualty insurance policy is Another bill that passed the As- tem and exclusive remedy provision
Tustm, Calif -based consulting firm transferred from an msurer to an af- sembly could increase employment Plaintiffs have been using the ELA
New Directions Group He said he fihated msurer under common man- htigation m the state by virtually to circumvent the exclusive remedy
drafted the legislation along with agement and control, the Insurer eliminating arbitration clauses in system, because the ELA allows em-
former Nevada Insurance Commis- changes as a result of a merger, ac- employment agreements ployees of a subcontractor to sue the
sioner James Wadhams quisition or company restructuring, 1 , 7 Any information in a lawsuit that general contractor or the property

The measure calls for the Insur- or the transfer results in the same or .r

s-4 itr- indicates allegations of a product or owner where an injury occurred The
ance Commissioner immediately to broader coverage -7 · „:$ 47* environmental hazard or fmancial act currently does not have a cap on
establlsh regulations to carry out the • Wyoming is permitting tax-ex- ..·/.*'   ' , / fraud must be made pubhc under non-economic damages This bill
act's provisions Mr Greene said the empt rellgious and chantable orga- I'ROPERTY/ :'  another trial lawyer-supported bill would 11mlt non-economic damages
legislation "uses the best parts of mzations to self-Insure their auto 11- 1 *. However, the bill contains no guide- to $500,000 in death actions It also
both Bermuda and Vermont's cap- ability coverage obllgations if they CASUAI.34 f i '*: lines to permit a ludge to sort out a would make it impossible to recover
tive laws " can demonstrate to the state auditor genuine threat from Junk science, if the plaintiff is more than 50% at

Also m Nevada, legislators ap- that they have met certain minimum
proved a bill that says if a party to an financial responsibility require-

vindictive exaggerations or vague fault
rumors, the Civil Justice Assn pomts Another Oregon bil would pro-

arbitration requests a jury tnal, the ments Instead of proof of msurance, Out vide a habihty shield for uncompen-
arbitrator's findings must be submit- these groups may now file cash, se- The California Senate approved a All the bills have passed the cham- sated care provided by doctors If a
ted mto evidence Another law au- curities ora surety bond in the measure that would permit bad- ber in which they were introduced physician provides services and is
thonzes parties m civil actions to use amount of $50,000 faith claims-handhng lawsuits and next go to the other chamber, ei- not compensated, a plaintiff would
a settlement conference, short trial •Wyoming has adopted the Na- agamst insurers by third parties ther the Senate or the Assembly face a higher burden of proof for
and other alternative methods of re- tional Assn of Insurance Commis- Dubbed the "Royal Globe Bill" be- Hawaii Gov Benjamin Cayetano gross negligence and intentional
solving disputes if the state Supreme sioners' model act that treats service cause it would make statutory case is expected to sign a bill that would recklessness The bill has passed the
Court adopts rules authorizing these contracts and other types of war- law that had existed as a result of a allow the formation of rent-a-cap- House and moved to the Senate
methods Both laws take effect Oct ranties as insurance products for third-party bad-faith decision in a tives Washington Gov Gary Locke
1 regulatory purposes Now compa- case involving Royal Globe Insur- In Oregon, the legislative session signed Into law a bill that extends

A new law m Utah that took effect nies and organizations that sell such ance Co, the bill has been opposed began Jan 11, and legislators were Year 2000 hability protections to
June 2 restores proportional hability contracts m the state must either by msurer and tort reform organiza- still weighing bills as of June 16 government agencies and cerion
provisions that had been removed by purchase reinsurance to back them tions But it is backed by trial LeBslators are considering a few pubhe utilities The law took effect
a court case last year It allows the up or establish reserves to ensure lawyers and the Democrat-con- tort-related bills Pollcyholders are upon the governor's signing Under
allocation of fault in negligence ac- they wlll meet their obllgations Fees trolled legislature backmg The Oregon Environmental the law, any habihty wnll be several
tions to be attributed to all parties paid for the service contracts will not The Sacramento-based Clvll Jus- Cleanup Assistance Act, which and not joint Liability will be deter-
who contributed to the inJury An- be subject to state premium taxes, tice Assn of Cabfornia estimates the would require commercial general mmed as a percentage of fault The
other bill focused on arbitration however bill would raise insurance costs by habillty insurers to provide defense law also establlshes, among other
agreements by physicians and other • The Wyoming Legislature has more than $1 5 billion a year as a re- costs and coverage for any fees and thmgs, that agencies wlll have no h-
health care providers and patients granted civll immunity to govern- sult of fnvolous lawsuits, coerced expenses incurred for voluntary abillty for the first $100 of damages
The law, which took effect May 2, ment entities and their employees for settlements, reduced protection cleanups, regardless of whether a Additionally, it provides for an afflr-
details provisions that must be in- any computational, operational or agamst fraudulent claims and in- cleanup results from a lawsuit or is mative defense m some cases For
cluded in bmdmg arbitration agree- mterpretive errors, malfunctions or creased court caseloads requested by the Department of En- example, an affirmative defense is
ments, as well as the requirements failures caused by the Y2K date Trial lawyers are attempting to vironmental Quality or other third permitted where a defendant can
such agreements must meet change The immunity pertains to all hmit the statutory $250,000 cap on party The bill passed the state Sen- show that, were it not for the Y2K

Several insurance-related bills types of computer and Information non-economic damages that has ate June 11 failure, the defendant could have
have been signed Into law m system hardware and software, in- been in place in Callfornia since the Also in Oregon, employers are satisfied the contractual obligation
Wyoming cludmg, but not limited to, devices 1970s A bill that passed the Assem- sponsoring a bil to address the that was the basis for the claim

• Insurers no longer are required to contammg date-dependent embed- bly would erode the cap by provid- state's Employer Liabihty Act, es- No significant tort reform leglsla-
issue non-renewal or cancellation ded chips mg for mcreases tied to the cost of tabhshed in 1910 The act predates tion was enacted m Alaska

Structured settlement reform makes progress
By MEG FLETCHER victims They are intended to protect a Florida Judge who required an in- strate hardship to transfer a struc- $1,000, which may not be much of a

the victims and their families surer to twice pay state-ordered tured settlement to another party deterrent to a factonng company, he
WASHINGTON-Six state legis- agamst the loss or dissipation of workers compensation benefits to a and must receive independent pro- said

latures have adopted structured set- lump-sum recovenes recipient who sold his rights to the fessional advice concerning the f- Generally, "legislators are
tlement reforms durmg the current The targeted transactions mvolve first set of payments to a factoring nancial impact of the proposed shocked to see that remdents of theix
term, and more states are expected specialty finance companies- company transfer state are subject to these lands 01
to do so m the future known as factoring companies- Joining in the lobbying effort for • There must be clear, written no- abusive practices from unregulated

Similar measures have been intro- that make significantly discounted tification of the key economic terms compames" such as factoring com-
duced in about 20 states recently cash payments to settlement recipi- of the proposed transfer, including pames, Mr Dyer said
and have been signed into law by ents in exchange for all or part of Certain insurers are the net amount payable by the set- According to statistics from the
the governors of Maine, Minnesota, the periodic payments, which often tlement purchaser as well as any ad- Insurance Services Office Inc ,
Vlrglnla and West Virginia Another are paid through an annuity sold by seeking greater ditional costs and fees structured settlements are used to

bill is awaiting the governor's signa- a 1rfe/health insurer oversight of settlement • A court must approve the trans- settle about 12% of all inJury cases
ture m Missouri Factomng companies mamtain ter though the percentage nses to more

Meanwhile, Georgia enacted an- that such settlement resale provide resales, hoping to slow • All parties involved-the pur- than 20% in cases Involvmg $1 mil-

other version of the law recently, but claimants with needed flexibility the use of the practice. chaser, seller and insurers-must be hon or more in damages
it lacks some key protections fa- and immediate, lump-sum cash m fully Informed of all provisions of "Structured settlements help re-
vored by the Washington-based times of special need the settlement transfer solve these cases," Mr Dyer said
Structured Settlement Trade Assn , Certain insurers are seeking These provisions have been in- When such settlements are used
accordmg to Randy Dyer, executive greater oversight of settlement re- greater oversight of resales are many clu(ied in the malonty of buls adopt- cases settle sooner and cost less, h€
vp of the SSTA sales, hoping to slow the use of the property/casualty trade associa- ed this year Also, laws with a simi- said

The American Insurance Assn practice Such insurers say the tions, state attorneys general, trial lar mtent previously have been en- In addition, legislation is pendini
Joined with that trade association to widespread resale of structured set- lawyers and the Consumer Federa- acted in Connecticut, Kentucky and m both the U S House and Senate
launch a campaign early thls year to tlements could jeopardize the cur- tion of Amenca, as well as orgamza- Illinois to impose a 50% excise tax on settle-
better protect shortsighted injury rent tax-free status of all such set- tions representmg veterans and The new Georgta bill, which was ment purchasers, the Clinton ad-
victims from sellmg their structured tlements Current law lets the in- those with spinal cord injuries based on a state law to encourage mmistration previously proposed a
settlement rights to companies that jured person receive the settlement At the state level, insurer trade fair business practices, does not re- 40% tax "To be enacted, either
buy them for sharply discounted benefits tax-free, but the recipient groups encouraged the adoption of quire a seller to demonstrate flnan- measure will likely be attached to a
lump sums (BI, Jan 18) cannot change the terms, such as the several key provisions in the legisla- cial hardship and does not require larger tax bill that is expected to de-

Structured settlements are volun- amount or the frequency of pay- tive proposals court approval of the resale, Mr velop later in the congressional ses-
tary agreements that provide long- ments • The recipient of the structured Dyer said In addition, the highest mon," accordmg to the AIA state-
term financial protection for injury Insurers also are concerned about settlement payments must demon- penalty for an infraction is only ment m

Health pants' right to appeal coverage de- tors who fail to exercise due dili- being defeated The revolutionary ceed a certain percentage of premi-
cisions to external review panels gence in considering claims can be blood-lettmg has passed," Ms Lau- ums

But if benefit mandates are the held liable for compensatory-but dicina said Compromise is a political neces-
Continued from page 1 order of the day, other once-popu- not punitive-damages At the same time, compromise is sity, says Susan Dore, senior leg-
general anesthesia for dental work lar 1mtiatives have largely fallen by While measures are pending m the order of the day on many man- islative adviser in Cape Elizabeth

While perhaps the most popular the wayside more than a dozen states that dates Maine, for the National Alliance oi
mandate among state legislators re- For example, while measures would hold insurers and HMOs 11- The mental health care mandates the Mentally Ill "Republicans do
quires insurers and HMOs to offer were introduced m 37 states open- able for coverage decisions, those are examples of political compro- not like voting for open-ended
coverage for certain benefit ex- mg up health care plans that im- measures are unlikely to pass m mise Typically, the mental health mandates," she said
penses, that lS only one type of properly deny coverage to causes of any of those states, predicts Susan care mandates only apply to severe, Here isa roundup of state health
mandate action under state law, only Geor- Laudicina, director of research in biologically based disorders, while care legislative activity, based on

In response to public criticism of gia passed such a measure this year Washington for the Blue Cross & several states have exempted small- reports by Bustness Insurance staff
HMO decision-makmg, about 10 And even the Georgia law is hm- Blue Shield Assn group plans and others exempt and coordinated by Editor-at-
states so far have passed measures ited Under the new statute, man- "Racheal reforms are not happen- plans whose compliance would Large Jerry Geisel
mandating managed care partici- aged health care plan administra- ing Liability (for health plans) lS cause group health care costs to ex- Cont:nued on next page
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basis as they cover other prescrip- HMOs that cover massages to cov- that takes effect Jan 1,2000, re-

ff. tions er the cost of all massage services quires that insured plans offer the
1 i

In addition, the Senate approved -

1 ,
prescribed as medically necessary same level of coverage for biologi-

a bill that would make health in- # - by a licensed physician cally based mental illness as they

+IEALTH 
surers and HMOs liable under Another law that will take ef- do for physical conditions The
state law for their medical deci- feet July 1 will require health care law does not apply to employers

CARE sions The Vermont House is ex- less than 115% of expected claims plans to cover, without prior au- with fewer than 25 employees
l pected to consider the measure New Jersey Gov Christme Whit- thorization, one annual visit to an Georgia Gov Roy Barnes signed

\.r next year when the session re- man signed a hmited mental health obstetrician/gynecologist and fol- two measures that formed his ma-
sumes parity measure that requires Insured low-up care if needed JoI· health care initiative this ses-

health plans to provide equal cover- Under a measure that will take sion The first allows enrollees to
/

f C I age-including equalization of de- effect Jan 1, insurers and man- seek compensatory damages
The Connecticut Legislature has ductibles copaymen.s and hfetime aged care plans would be required against anyone administering a

passed an omnibus managed care //'
bill that requires parity for mental
health benefits, extends required HEALTH

hmits-for physical Illness and se- to cover the costs incurred by a managed care plan who does not
vere biologically based mental 111- bone marrow donor to the same "exercise ordinary diligence " Be-
ness

coverage for experimental treat- CARE
extent coverage is provided to the fore going to court, plan enrollees

Awaiting Gov Whitman's signa- insured recipient Some restric- must exhaust the plan's external
ments, protects the confidentiality i ture is a bill that sets the standards tions are allowed with regard to review process
of patient records, limits the use of , \ for electronic flling of health claims costs related to locating a donor The other law requires managed
drug formularies by health plans, 1 fi' The bill also requires health insurers In Louisiana, a bill that narrows care plans to provide additional
and creates new health plan man- 5#2 to pay uncontested electronically employers' liability for the cost of access to and reimbursement foI
dates, including coverage for filed claims within 30 days of re- medical monitoring passed the seivices of out-of-network pro-
prostate cancer screening and In Delaware, three bills that would ceipt Louisiana House and was sent to viders and hospitals It also re-
Lyme disease treatment Early ver- affect health insurance plans remam The legislative session doesn't the Senate quires full disclosure to potential
sions of the bill also would have in committee The first would man- close until the end of the year, and The bill addresses the Louisiana enrollees of such Information as

funded a study into expanding date insurance coverage for contra- many bills remained pending One Supreme Court's ruling in an as- covered services or benefits, rules
health plan legal liability, but that ceptive drugs The second bill would such measure-with versions pend- bestos case, Bourgeois vs A P such as copayments or prior au-
provision was dropped from the fi- require that managed care organiza- ing in both chambers-would im- Green, which some have inter- thorization requirements, and fi-
nal bill The measure is expected to tions m Delaware be headed by a pose a surcharge on HMO premiums preted to mean businesses can be nancial obligations of the en-
be signed into law by Gov John Delaware doctor The third, a man- to create a $150 milhon fund to pay liable for medical monitoring of rollee Both measures take effect
Rowland, who earlier this month aged care habihty bill, would give providers who were left with unpaid individuals who have been ex- July 1
signed a bill mandating health patients the right to sue health plans bills when two New Jersey-domi- posed to a harmful substance but Other new laws taking effect
plan coverage for prescription con- and providers ciled HMOs failed earher this year show no signs of illness The bill July 1 in Georgia
traceptives The mandate takes ef- The District of Columbia City Another bill would make health specifies that compensable dam- • Insured health plans must pro-
feet Oct 1 Council passed a "bill of rights" for plans hable under medical malprac- ages do not Include costs foi mon- vide coverage for prescription

Maine has enacted a trio of man- health benefit plan participants in tice laws for their coverage decl- itoring, future medical treatment, contraceptives
aged care mandates, including 1998 Among other things, the mea- sions services or procedures unless they • Attending physicians get com-
laws requiring reimbursement of sure requires the estabhshment of No health care measres have be- are "directly related to a mani fest plete discretion in determining a
registered nurse first assistants internal and external review mecha- come law this year in New York, but physical or mental iniury or dis- patient's length of stay in a hospi-
and nurse practitioners and re- nisms to resolve grievances and re- a few bills have passed the Assembly ease " tal after a mastectomy
quiring drug plans to cover pre- gun'es that female plan beneficiaries and are pending m the Senate These Louisiana lawmakers also • Health insurers and HMOs are

scription contraceptives have direct access to obstetncian/gy- Include a measure that would hold passed a bill under which insurers required to cover general anesthe-
In Massachusetts, a bill pending necologists The new law took effect health plans hable for harm caused would be required to offer em- sia and related care when re-

in a House committee would re- m Apnl by the wrongful demal or delay of ployers coverage for mental 111- quired for the treatment of a
quire managed care plans to offer A new Maryland law requires care or payment for covered services nesses The bill says insurers' child, developmentally disabled
an external appeals programs The HMOs and insurers to cover hearing Also pending in the Senate is a bill group plans must include cover- adult or in other cases when the
measure also would require health exams for newborns on the same ba- that would let a patient continue age for mental illness under the patient's well-being might b€
plans to cover emergency room sis as they cover other medical pro- care with a provider for up to one same terms as coverage for other leopardized by performing the

cedures year after the provider has left a net- illnesses The insurance would procedure under local anesthetic
Another bill still in committee in Maryland legislators also passed work A mental health parity bill have to cover 45 inpatient days • Health insurers and HMOs

Massachusetts would mandate a measure-later signed by Gov also is pending m the Senate and 52 outpatient visits Gov will be required to provide unlim-
parity for mental health care bene- Parris Glendening-that requires In Pennsylvania, several health Mike Foster had not received the ited coverage for prescription in-
fits The measure, among other HMOs to allow enrollees with life- care bdls are pending, mcludmg bill as of June 14 halants for asthma or othel

things, would eliminate the current threatening, degenerative, chronic or • A House bill that would mandate The North Carolina House ap- bronchial ailments
$500 cap that health plans can im- disabling medical conditions to see a the creation of statewide HMO re- proved a managed care bill that A bill signed into law by Missis-
pose on payments to mental health speciallst in the network for contin- port cards and require HMOs to pro- contains a number of mandates, sippi Gov Kirk Fordice requires
speciahsts ulng care without first going to the vide information necessary to create including an any-willing-provider health insurers to cover anesthe-

Action on several bills in New plan's gatekeeper or primary care them provision, a broad point-of-ser- sia for dental treatment when the
Hampshire has been delayed while physician • A measure pending in the Senate vice provision and a provision re- mental or physical condition of a
the Legislature deals with educa- Under this law, HMOs and other would require health plans to allow quiring direct access to eye care child or mentally handicapped
tion funding reform measures managed care plans must establtsh a members direct access to chiroprac- providers The measure now lS be- adult requires dental treatment tc
Nevertheless, the Legislature is ex- procedure in which members with a tors fore the Senate be provided under physician-su-
pected by the end of this month to standing referral from an HMO gate- Meanwhile, three health care-re- The measure is one of more than pervised anesthesia The measure
enact "The HMO Accountability keeper could directly go to a special- lated laws were enacted in Pennsyl- 40 health care-related bills intro- takes effect July 1
Act " The act, as proposed by New ist vania in late 1998 duced in the current General As- No maior health care legislation
Hampshire Gov Jeanne Shaheen, The law also imposes a new cover- One new law requires health plans sembly, only two have passed passed in Alabama or South Car-
would provide for external review age mandate affecting patients who to cover the costs of equipment and both houses One of those that elina Kentucky's lawmakers were
of HMO decisions involving the de- undergo a mastectomy or have a tes- supphes for dial:etics Also made law awaits the governor's signature not in session
mal of care, make HMO medical ticle removed Patients undergomg was a mandate requlnng health would require health plans to cov-
directors accountable to the state such procedures who are discharged plans for employers with 50 or more er non-formulary drugs and de-
board of medicine for treatment after fewer than 48 hours of hospi- employees to cover 30 inpatient days vices when they are deemed medi-
decisions, require HMOs to dis- talization shall have coverage from of mental health treatment and up to cally necessary The other re-
close financial arrangements or in- their insurer or HMO for one home 60 visits for outpatient treatment an- quires health insurers to have pro-
centives with medical providers visit within 24 hours of discharge nually Another law requires health cedures to guarantee that plan i HEALTH -3
that may affect treatment deci- Such patients also are entitled to plans to cover emergency screening members can get an extended or  \ CAREsions, and allow patients to sue coverage for one additional home and stabihzation for plan members standing referral to an in-planHMOs for negligence after ex- visit if prescribed by the patient's at- No significant health care legisla- specialist for chronic or life- 1 < '
hausting internal and external tending physician tion was passed m West Virginia threatening diseases
grievance processes Another In addition, the measure requires In Tennessee, a bill awaiting 41

pending bill would require health HMOs and insurers with prescrlp- if.
Gov Don Sundquist's signatureplans to give physicians 60 days' tion drug formulanes toprovide cov- ' ,"", would require health insurers and The Illinois Legislature recently

notice before making any changes erage for a drug not in the formulary / // J HMOs to offer women under age approved a major patient protection
to the physicians' contracts if any one of several conditions is 2. )*-1. 29 coverage for tests to detect bill that apphes pnmarily to HMOs,

In Rhode Island, a managed care met Those conditions are HEALTH r chlamydia if such a test is deter- although 11 excludes union HMOs
liability bill giving patients the • There is no equivalent prescrlp- CARE tar-»r »7 mined to be medically necessary and those deahng with workers
right to sue HMOs is pending be- tiondrug m the formulary The coverage would be available compensation cases The utilization
fore the House and Senate • The equivalent prescription drug < ' .A _1  ' in policies written or renewed af- review part of the bill apphes to a

In Vermont, legislation was en- in the formulary has been meffective , U ter July 1, 1999 broader range of plans, including
acted that requires health plans of- m treating the disease or condition of The Virginia General Assembly PPOs and msured plans That provl-
fered by insurers and HMOs to the enrollee approved, and Gov James mon essentially requires that health
cover clinically necessary services • The equwalent prescription drug A Florida bill signed by Gov Gilmore signed, a few managed plans comply with the standards 01
provided by chiropractic physi- in the formulary is likely to cause an Jeb Bush will require HMOs to care measures in its 1999 session the American Accreditation Health
cians on the same basis as they do adverse reaction or other harm to the give employers at least 45 days' One requires external review of Care Commission/URAC, though
other services member notice before renewing a group coverage disputes, creates a man- plans need not be accredited

Another new law requires in- Gov Glendemng also signed a plan that includes increases in co- aged care ombudsman's office, re- If enacted, the general measure
sured health care plans that offer measure that bars health msurers payments That notice also must quires standing referrals for peo- would ensure patients enrolled in
prescription drug benefits to cover from offermg employers stop-loss be given if the renewal deletes or ple with "special conditions" and most HMOs freedom to choose a
prescnption contraceptive devices pollcies with attachment pomts of limits benefits previously offered mandates coverage for clinical tri- participating physician responsible
approved by the federal Food and less than $10,000 for specific claims in the plan The same bill, which als for cancer for coordinating their care, and 11
Drug Administration on the same or aggregate attachment pomts of takes effect July 1, will require A mental health parity measure Continued on next page
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would ban so-called gag clauses so
that physicians can freely discuss
treatment options with patients.
The measure also would allow pa-
tients with conditions that require
ongoing care from a specialist to
apply for a standing referral so that
a patient does not have to go to a
gatekeeper each time. It also would
ensure privacy and confidentiality
of medical records as well as the

right to use a broader range of
pharmacies. including local ones.

The measure also would require
that emergency services be ren-
dered without prior authorization
in cases where a prudent person be-
lieves the condition requires emer-
gency care.

HMOs also would have to provide
enrollees and prospective enrollees
with information about operating
policies and appeals and give 60
days' notice of termination of a
health careprovider.

The measure also would create a

committee to identify consumer
concerns and make recommenda-

tions to health care plans.
In addition, the Legislature ap-

proved a bill that requires health
plans to pay patient care costs asso-
ciated with investigatory cancer
treatments, such as special trial

5

progranns.

Both bills are awaiting the signa-
ture of Gov. George Ryan.

Still pending in the Senate is a
House-passed measure that re-
quires health plans to pay for :11
FDA-approved drugs for treatment
or prevention of breast cancer.

Indiana Gov Frank O'Bannon

has signed legislation that estab-
lishes a process for health plan en-
roilees to appeal coverage denials
to an independent external review
organization.

Another bill signed by Gov.
O'Bannon removes the upcoming
expiration date of an existing
health insurance-related law. The

law mandates that if a health insur-

ance plan offers mental health ben-
efits, the coverage must have limi-
tations and financial requirements
similar to that of other medical

benefits. Under the measure, health
plans for employers with fewer
than 50 employees are exempt from
this mandate. A business also is ec-

empt if complying with this man-
date would raise rates or HMO con-

tracts by more than 4% percent an-
nually.

Both measures take effect on Jan.

1,2000.

No significant health care legista-
tion has passed so far during Michi-

SO WE BUILT ONE.

gan's year-long legjslative session.
Health care bills under considera-

tion include:

• A continuity-of-care bill that
would provide extended coverage
to terminally ill and pregnant wom-
en if their physician leaves the
practice.

• A bill that would require health
plans to provide an exception to
drug formularies in cases where a
suitable substitute is not avalable.

• A proposal that would require
health plans to allow direct access
to pediatricians for dependents
without prior approval. This mea-
sure would affect health plans that
require enrollees to designate a pri-
mary care provider

• Bills that would prohibit an in-
surer from requiring a patient to
take a genetic test or provide genet-
ic information.

• Both the House and Senate are

considering bills that would make
health insurers accountable for

treatment decisions.

Minnesota Gov. Jesse Ventura

signed legislation that allows
health plan enrollees to appeal cov-
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largest broker, and the leader in the middle market.

erage denials to an independent re-
viewer.

In Wisconsin, a bill has been in-

troduced that, among other things,
would create a small-employer
health care purchasing pool. The
provision would aEow the commis-
sioner of insurance to make a grant
of not more than $200,000 to a pri-
vate organization to establish a
health insurance purchasing pool
for small employers. If passed and
signed, the budget measure will
take effect on the later of July 1 or
the day after publication.

Another measure would require
the state's Department of Employ-
ee Trust Funds to design, establish
and administer a health care cover-

age plan for private-sector employ-
ers. It also would create a health

care coverage board responsible for
approving the health care plan be-
fore it is implemented. The plan
would be open to any private sector
employer with two or more employ-
ees. Participating employers would
be required to offer coverage to all
permanent employees working
more than 30 hours per week and
would be required to pay at least
50% of the lowest premium avail-
able for the coverage. Any insurer
offering the plan must provide cov-
erage to any employer that applies,

Business Insurance, June 21, 1999 / 21
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as long as the employer pays the
premium and agrees to comply with
plan requirements. If enacted. the
plan would take effect on the date
after publication and includes a
provision to sunset on Jan. 7,2007.
The measure is in the Assembly's
Small Business and Economic De-

velopment Committee.
Another proposal would require

insurers to cover acupuncture
treatment and would not require a
physician's referral for such treat-
ment. The measure has been re-

ferred to the Assembly's Committee
on Health.

Other legislation includes a rnea-
sure that would require health
plans to cover smoking cessation
treatment and a bill that would re-

quire coverage for contraceptive
articles and services if the insur-

ance policy covers outpatient
health care services. The contracep-
tive coverage would be limited to
drugs or devices used to preven:
pregnancy and would not apply to
drugs or devices prescribed for ter-
minating pregnancy. Both mea-
sures have been referred to the As-

sembly's Committee on Insuranee.
No significant health care legisla-

tion has been passed so far during
the legislative session in Ohio.

Continued on next page
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Kansas Gov. Bill Graves signed
two health care measures.

One requires group health insurers
and managed care organizations to
provide coverage for general anesthe-
sia and medical care facility charges
for dental care to children under five

years old, persons who are severely
disabled, and those whose medical or

behavioral condition requires hospi-
talization or general anesthesia for
dental care. The law also requires
group health insurers and managed
care plans that cover mastectomies to
provide coverage for the costs for re-
construction of the breast on which

the mastectomy was performed,
surgery and reconstruction' of the
other breast to produce a symmetri-
cal appearance, prostheses, and phys-
ical complications in all stages of
mastectomy.

The other law affects small em-

ployers-those with no more than 50

employees«and will provide tax
credits to employers paying group
health insurance premiums. The tax
credits will be offered over a five-year
period.

Missouri Gov. Mel Carnahan is ex-

pected to sign legislation that would
require parity in the number of cov-
ered inpatient days and outpatient
visits for treatment of severe biologi-
cally based mental disorders and
physical ailments. In the case of sub-
stance abuse, though, plans could im-
pose a 30-day annual inpatient limit
and a 20-visit outpatient limit. Em-
ployers that experience a 2% increase
in premiums as a result of complying
with the requirements can request an
exemption from the Missouri Depart-
ment of Insurance.

That bill also includes other health

care-related provisions, including one
that would require health plans to
cover tests for the screening of sever-
al forms of cancer, including cervical,
prostate and colorectal.

Also, the governor is considering a
measure that would require health
plans to pay for hearing deficiency
screening for newborns.

Another bill on the governor's desk
establishes an advisory commission

64..3 i ./

on health insurance mandates that

will review future proposals.
Nebraska Gov. Mike Johanns

signed into law a bill requiring that
group health care plans provided
through insurers and health mainte-
nance organizations offer the same
number of covered inpatient days and
outpatient visits for treatment of se-
vere biologically based mental disor-
ders as they do for physical ailments.

The governor also signed a bill that
requires health plans to cover equip-
ment, supplies and self-management
training for those needing dialysis.

South Dakota Gov. William Jan-

klow signed a bill that requires health
plans to cover emergency services if a
"prudent layperson" would agree
that a plan enrollee needed the ser-
vices.

The governor also signed a bill that
requires managed care health plans
to provide plan enrollees "adequate"
networks of doctors and hospitals.

Another new law requires utiliza-
tion review service providers to ob-
tain state certification.
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A law that mandates coverage for
the cost of equipment, supplies and
training for diabetics also was passed.
All of the laws will take effect July 1.

North Dakota Gov. Edward T.

Schafer signed a measure that
amends state law governing health
insurance and public retirement sys-
tem coverage of mammograms.
Among other things, the law requires
that health insurers cover annual

mammograms for women over age
40. Previously, the law had provided
for coverage of mammograms every
two years for women over 40 and an-
nually for women over 50. The act
takes effect Aug. 1.

Another measure signed into law
changes state laws pertaining to
health care service utilization review

and preferred provider organizations.
The law, among other things, requims
health care providers that contract
with other parties for utilization re-
view to ensure that those UR

providers meet all state requirements.
The measure also stipulates that pre-
ferred provider plans may not offer
inducements to preferred providers to
provide less-than-medically-neces-
sary services to covered persons, and
it provides that health care insurers
may not penalize providers who, in
good faith, report to state or federal
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authorities any acts they believe are
jeopardizing patient health or wel-
fare. The act takes effect Aug. 1.

A major health care bill that ad-
dresses continuity of care, emergency
services coverage, discussion of treat-
ment options, external review and
utilization review was signed by Iowa
Gov. Thomas Vilsack.

The bill provides for continuity of
care for pregnant women in the sec-
ond or third trimesters through the
postpartum period and for terminally
ill patients for up to 90 days. Under
the measure, such an individual may
remain with a provider for the speci-
fied period after an involuntary
change in his or her health plan even
if that provider is not a participant in
the patient's new plan. Payment for
covered benefits and the level of ben-

efits follow the patient's new plan,
the bill says. In addition, the new law
requires an insurer to cover emergen-
cy care services regardless of whether
the provider is in the plan.

Additionally, the bill requires in-
surers that limit coverage for experi-
mental treatments, devices and drugs
to submit to the state's Division of In-

surance their procedure for evaluat-
ing such treatments.

These components of the measure
take effect July 1

Health plan enrollees also are
granted the right to appeal coverage
decisions to an external review orga-
nization. This component takes effect
Jail,2000.

Another Iowa bill signed by the
governor requires insurance coverage
for supplies, equipment and self-
management training for diabetics.
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Arizona lawmakers agreed to ask
the state's Department of Administra-
tion to study the feasibility of adding
long-term care coverage to state em-
ployees' benefits package. Gov. Jane
Hull signed the measure April 27, and
the study is due by Nov. 15.

Health care legislation, including a
mental health parity bill, largely died
in the Arizona Legislature this spring.

Oklahoma Gov. Frank Keating has
signed into law several patient protee-
tion acts and benefit mandates.

On May 28, the governor signed a
bill that protects and expands the
rights of managed care plan emdlees;
the measure goes into effect Nov. 1.

The measure's provisions, among
other things:

• Direct the State Board of Health

to promulgate regulations ensuring
that managed care and utilization re-
view firms are treating patients fairly.

• Require that plans without net-
work specialists needed to care for pa-
tients with life- or limb-threatening
conditions refer the patients to non-
network providers. The patients' care
must be covered as though they had
received in-network care.

• Require plans to establish proce-
dures that allow specified patients,
such as pregnant women, to continue
to see their physicians for up to 90
days after the physician voluntarily
leaves the plan or is terminated for
reasons other than cause.

• Direct plans that require enrollees
to obtain prior authorization for cer-
tain drugs to decide whether to ap-
prove a request within 24 hours of re-
eeiving it. Otherwise, the enrollee is
entitled to a three-day supply of the
drug. Approval of the drug is auto-

Continued on next page
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matic if the plan does not rule on
the enrollee's request by the end of
the three-day period.

The governor also signed legisla-
tion that creates an external review

process to help resolve health plan
enrollees' grievances. After a com-
plaint goes through two internal re-
views at the health plan, the en-
rollee can request an outside medi-

cal reviewer to issue a non-binding
recommendation. The health plan
chooses the reviewer from a list of

reviewers certified by the State De-
partment of Health. The law takes
effect Nov. 1.

Blue Cross & Blue Shield of

Oklahoma supported the law be-
cause the outside recommendation

is non-binding and because law-
makers killed a more-onerous mea-

sure that would have extended

medical liability to health plans
and medical directors if plan en-
rollees were unhappy with the care
they received.

Gov. Keating signed a mental
health parity law that applies only
to individuals with severe biologi-
cally based mental disorders. The
law exempts employers with 50 or
fewer employees. And, if an em-
ployer's premium costs rise more
than 2% in the first year, that em-
ployer would subsequently be ex-
empted from the law. In addition,
the law would be repealed in 2003
if an Oklahoma Insurance Depart-
ment study shows that the mandate
has increased employers' health
care costs by 6% over three years
from its Nov. 1 effective date.

The governor also has signed sev-
eral benefit mandates into law. One

requires health plans to cover audi-
ology services and hearing aids for
children 13 and younger; another
requires plans to cover prostate
cancer screenings. The mandates
also take effect Nov. 1.

In addition, the governor on April
19 signed into law a measure that
clarifies the dental anaesthesia

mandate the Legislature passed last
year. That law took effect immedi-
ately.

Arkansas lawmakers passed and
Gov. Mike Huckabee signed health
care measures that:

• Impose NAIC risk-based capital
requirements on HMOs.

• Prohibit group disability insur-
ers from denying or reducing bene-
fits because of the existence of oth-

er like insurance, except in cases
where the total benefits received

from multiple policies would ex-
ceed actual medical expenses.

"Other like insurance" may in-
clude group or blanket disability
insurance or group coverage pro-
vided by HMOs; hospitals and med-
ical service corporations; govern-
ment insurance plans, except Medi-
caid; union welfare plans; employer
or employee benefit organizations;
or workers comp or no-fault auto-
mobile coverage.

• Require health plans to provide
the minimum benefits for medical

foods and low-protein modified
food products for the treatment of a
covered individual with phenylke-
tonuria, or PKU, as long as the
foods are prescribed as medically
necessary and the cost of the food
products exceeds the $2,400 per-
year per-person income tax credit
individuals and families get for the
purchase of such products.

• Require every health insurer to
offer coverage for hospice facilities
and programs.

• Require group health insurers
to disclose non-confidential infor-

mation to group policyholders with
more than 99 employees under a
comprehensive health insurance
policy. Information would be from

the most recent 12-month period,
including claims incurred, premi-
ums paid and claims exceeding
$10,000 on individuals with a diag-
nosis during the same period.

• Require all health insurers that
provide or arrange for one or more
managed care plans to establish a
program of grievance and quality
assessments and improvement pro-
cedures.

• Require health plans with den-
tal plans to include a dental point-
of-service option.

• Allow HMOs to offer health

benefit plans that reimburse for
covered health services through
limited network plans under cer-
tain conditions. The law does not

prohibit HMOs from pricing any
health benefit plan according to
sound actuarial principles or re-

\

5*16
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quire HMOs to cover any specific
health care services.

Texas lawmakers passed the na-
tion's first bill that allows doctors

to band together to negotiate rates
and contract issues with health care

plans.
Gov. George Bush is expected to

sign the bill, which insurers and
employers fought, arguing that it
would raise costs.

"Those that support it would like
us to believe it's about everything
but increasing fees," said Ralph
Kimmich, president of the Texas

Continued on next page
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Conttnued from previous vage ,/'' drugs and devices and for hormone nia, whose legislative session runs
f

Business Group on Health "I guar-

antee you, (physicians) won't nego- ,/ / '
tiate on reducing fees"

replacement therapy Under the through September are
measure no higher deductible co- • A bin that would allow HMO

payment or coinsurance can be members to sue their health plans for
The Texas Medical Assn and oth- HEALTH, charged, nor a longer waiting period improper denial of coverage or for

er proponents of the measure said CARE / required, for use of these services perceived poor treatment

paysicians have been offered take- 1 1 1»11- • The provider is willmg to accept •Provides insured women access • A bill that does the same as the

it-or-leave-it deals from health '-„L:**, payment under the same terms as an to certain obstetric and gynecologlcal former but also adds an external re-
plans and threatened with antitrust c in-network provider services without prior authorization view process that would not be ad-
actions if the doctors attempted to Thislawalso wdl takeeffect Jan 1, or Ieferral from a primary care missible m court should a lawsuit be
negotiate higher fees or diffeient Colorado passed several health 2000 physician filed

ccntract terms The law takes effect care bills Another law requires health plans •Requires health msurance poh- • Two mental health parity buls

Sept 1 One law clanfies that insurance that provide coverage for second cies to pay for federal Food and Drug that require msured plans to cover
A bill awaiting Gov Bush's signa- benefits available to newborns shall opinions to disclose the availability Administration-approved drugs that mental illness and substance abuse

ture contains the single coverage mclude coverage of all medically of the second opinion coverage along have been medically recognized as with the same copayments and hmits
mandate passed during the session necessary care and treatment of with the health benefit description effective m the treatment of cancel, as for other medical conditions on or
It .alls for insurers to cover the cost medically diagnosed congenital de- form even if the drug was ongmally devel- after July 1, 2000
of hearrng tests for newborns and fects and birth abnormalities for the The law, which takes effect July 1, oped for other purposes The bill does • Two bills requinng insured health

applies to health plans written or first 31 days of the newborn's hfe also permits the use of standing re- not specify level of coverage plans to cover presenption contracep-
renewed after Jan 1,2000 The law, which w11 take effect Jan 1, ferrals to speciahsts for certam treat- • Among other things, prohibits in- bon

Another bill awaiting Gov Bush's 2000, also requires health plans to ments and sets forth the procedut es suiers from making partial payments • Two bills requiring the commis-
signature calls for a studb, to be provide medically necessary physi- for denymg benefits on fully payable claims sioner of corporations, who regulates

Dompleted by Jan 1,2001, that cal, occupational and speech therapy Legislation enacted in Montana in- Wyoming enacted a measure es- HMOs m the state, to allocate funding
wculd analyze the effects of man- for the care and treatment of congen- cludes tabhshlng a health Insurance pro- for an independent health care om-
da-es on the cost and availability of ital defects and birth abnormahties •Insurers m Montana that hmit gram for uninsured children whose budsman program on 01 before July 1,
health care in children up to age 5 health benefit payments to charges familles aie not ehgible foi Medicaid 2000

Gov Bush has signed a bill that A new law requires HMOs to pay that are "reasonable and customary" and whose household Income is less • A bill requiI'Ing all insured health

requires HMOs authorized to pro- tor continuing care services by an must provide the insured with a than 133% of the federal poverty lev- plans to provide coveiage for pros-
vide basic health services tc main- out-of-network provider if schedule that shows how the reason- el The program also provides vouch- thetic devices for the partially sighted,
tain a minimum net woith of $1 5 •The beneficiary iS returning to able and customary fee is calculated ers for famihes earning between and a bill prohibiting health plans
million Those that provide limited the same location where he or she This law will take effect Oct 1,1999 133% and 150% ofthefedeial pover- from refusmg to cover or charglng
health caie services must maintain hved pnorto hospitalization •As of Jan 1,2000, Insurers must ty level The vouchers can be used to hlghel premiums to heanng or visual-
41 million in net worth, and for • The beneficiary has a continuing pay the costs associated with a poh- purchase coverage for children from ly impaired individuals
HMOs that offer a single health care care contract or rental agreement cyholder's self-referral to a naturo- a state-run insurance pi ogram That • A type of any-willmg-provider bill
service plan, the net worth require- with the facihty at that location pathic physician program, which was scheduled to be- that requlles health plans to let en-
ment is $500,000 The bill tafes ef- • The service is one for which the • Health plans will be required to gin July 1, is behind schedule be- rollees choose their own primary care
feet Sept 1 HMO would be hable if provided by provide the same coverage for severe cause the governor has not yet ap- physicians, even if that provider is not

No significant health care legisla- an in-network provider mental illness and chemical depen- pointed the 10-member Health Ben- a member of the network
tion passed in the most re- • The beneficiary needs the level of dency treatment as for any physical efit Committee that will design and • Two bills requinng that all utilza-

cent legislative session in New Mex- care provided by the contmuing care illness The new law takes effect Jan Implement the plan, the Insurance tion review decisions be made by h-
MO. provider 1,2000 Department's attorney said censed medical providers, and a thrrd

• The benefit mandate for coverage Wyoming also passed a law requir- bill that would virtually prohibit UR
of the treatment of phenylketonuria, ing group and Individual long-term by permitting only health cale
a protein deficiency m newborns, care Insurers to return to pollcyhold- providers, notplan administiators, to

Services Guide was expanded Insured health plans ers any unearned premiums if the make treatment decisions
now must also pay for prescription pohcyholder dies before he or she can All the Callfornia bills are pending
medical foods and dietary supple- file a claim The law takes effect July In Hawaii, several health-related

ments m addition to any medical 1 bas passed and were sent to Gov

CPCU® lIA and CIC treatment for the condition Beginning July 1, group and indi- Benjamin Cayetano on May 7 He has

candidates Business • Independent review must be vidual life insurers in Wyoming will until June 25 to veto the bills or until
made available for health insurers' be required to pay interest on death July 25 to sign them

ycu'll learn more,fZBS>slttl.The Burnt am
Systemf*St*, INS,AIS, AP!*AIC AIM ARM bsurance and managed care plans' coverage benefits from the date of death until One bill aims to protect the confi-
A,J ALCM• AAr, ARP*, APA AIAAMIM'•, AIT denials In addition, insurers and the date final payment is made Un- dentiallty of medical records and re-

AR<r AFSB ASLI,TR,andin,4-6uaranteed!
... Circulation Breakdown managed care plans no longer can in- der this law, life insurance claims quires that employers and insurers

Call 1-81BURNHKM Now! clude indemnification or hold-harm- also must be paid within 45 days of safeguard information The bill de-
Commercial Consumers less clauses m their provider con- the date of a pohcyholder's death scribes, within narrow parameters,

tracts And insurers and managed No significant health care legisla- the type of Information that can be

CET
Administrative: care plans cannot terminate their tion passed m Idaho or Utah shared without plan member consent
CEO's, Pre@dents, and Ownets, 3,939

TOP OUALITV Vice Presidents, General Managers and
contracts with pro-viders without and information that requires con-

Other Administtative Personnel 4,251 just cause, such as the failure to sat- /< , sent Information that can be legally
RESULTS! isfactorily perform contract obllga- If ,7 shared requires health plans to notrfy

Financial:
ADVERTISE

tions This new managed care habill-  < < /
Chief financial Oflicers and Vice Presidents 9*2 13 A-,1 members that there is a potential for

ty law, which takes effect Oct 1, the release of their health mforma-

IN THE
of Finance 2,428
Secretanes, Treasurem, contmllers and 1999, does not apply to Medicaid, the HEALTH tion The bill would make it a cnme

SERVICES CUIDE other financial Personnel 6,302 new Children's Health Insurance CARE <' and creates a clvll cause of action forProgram or to other state-funded &
Risk/Employee Benefits: \

Publishin-g.June 28 in Vice Presidents, Diectom, Managers, and other re-
health care programs

selhng or improperly releasing mfor-
mation that requires consent

• Insurance companies m Montanalated department pemonne of Insumne, nsk, em-

Insurance ployee benefits, personnel, compensation, no longer can disseminate the medi-
Another measure estabhshes a $1

milhon revolving fund for the Insur-
pension, safety, secunty, Industial relations, cal information they collect for un- ance Division to regulate health plans
human resources and employed derwriting purposes to third parties At least 65 pieces of legislation that Health insurers unll be assessed fol

Benefits: Balancing labor relations 13,382 without first obtaining the written run the gamut from mandating new the money, but that cost is hkely to be
Work & Life Sublotal 30,302 permission of the pollcyholders health benefits to imposing greatei 11- passed on to employers, a Blue Cross

Directory EAPs & Associations 249 and/or health plan members affect- ablhty on managed care plans have of Hawart spokeswoman said Anoth-
Dependent Care Resource Government Unions and ed been passed by at least one legslative er bill calls for mental health parity

Educabonal Insmutions 982
& Referral Services A Senate bill signed into law by house m California thls year for the treatment of serious mental

Commercial Consumers Nevada Gov Kenny Guinn man- There appears to be no end to the disorders, which are defined to in-
Distribution: SHRM

Sub-total 31,533 dates that health msurers and HMOs managed care backlash in California clude Illnesses such as schizophrenia

Ad Closing: June 22 Insurance Agents and Brokers 7902 must offer coverage for at least 40 now that Democrats control both the and bipolar mood disorder Another
Insurance Companies 6,627 days of hospitahzation and 40 outpa- legislative and executive branches of proposal yet to be acted on by the gov-

Publishing July 5 Accountants, Actuanes, tient visits for mental disorders, but government, observers say ernor mandates hospice care
Attorneys & Consultants 2,488
Adlustem, Apptaisets, TPA's, Capt,ve Managers

hmits coverage to these six condi- "Both the Assembly and Senate Hawaii's governor already has
Midyear Market Report: & Health Care Prowdets 1,435 tions schizophrenia, schizoaffective leadership have said they're going to signed one bill mandating that health

Property/Casualty Others Allied to the Field 114 disorder, bipolar disorder, major de- pass everything and let the governor Insurers cover mammograms

& Health Care Total Qualified 50,759
pressive disorders, pame disorders sort them out," said a spokesman for In Oregon, the legislative session
and obsessive-compulsive disorder the Callforma Assn of Health Plans, began Jan 11 and legislators werestl]

Information Resource Non-qualified/Paid Subscn®on 18

Smgle Copy Sales 1 Another new law requires insurers an HMO trade group based in Sacra- weighing bills last week A few health
Risk Management

TOTAL CIRCULATION 50,778
to notify employees of any denied mento "They're just passIng things care-related bllls were stll under con-

Ad Closing: June 29 health care claims within 10 working through vnth no debate or concern mderation at that time A mental

* Sol#re Bus/nessOccupt/onal days and clanfies that managed care about the cost or impact" health parity bill had not yet been
Call Now To Reserve bfeakdown of qualmed orculabon, organizations must provide coverage Newly elected Gov Gray Davis has voted on by the full Senate, but made

Your Ad Space!
November30,1998 Issue,as for medically necessary emergency not yet indicated how he wlll act on it out of a Senate committee A bill re-
submmed to BPAfOIDEember1998 services provided to an insured at the buls when they reach his desk In- quiring that the first 90 days of pre-

(312)649-5340
BPA Publishets Statement

any hospital These provisions take stead, his focus has been on revamp- scription drug orders be covered by a
effect Oct 1 ing the state's educational system local pharmacy did pass the House on

Other health care legislation ap- "It's going to be messy rf he ends up May 10, but had not passed through
For advertising information contact Irals Amleshi, proved and signed Into law m Neva- with three different (managed care) 11- the Senate committee

Classified & Services Guide Advertising, 740 North Rush Street, Chicago, Illinois 60611
da includes measures that ability bills and some of the buls con- No significant health care legisla-

Telephone (312) 649 5340 • Fax (312) 649 7937 •Requires msurers to provide cov- fhct," the CAHP spokesman said tion was passed in Alaska or Wash-
erage for prescription contraceptive Some of the major bills m Callfor- mgton
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Global Briefs Lloyd's losses forecast
Ockham Holdings PLC is to invest By SARAH GODDARD capacity, or £220 milhon ($351

up to £2 5 million ($4 0 million) over milhon), on 1999 underwntmg
the next two years in the development LONDON-A turnaround at under current market conditions Lloyd's top-rated syndicates
of Premier Plus, a new Windows- Lloyd's may not be as hkely as un- That prechetion is based on

Syndicate Agency Syndicate rating Volatility ratingbased quotation and administration derwnters had hoped, according Moody's assumption that 1999
software system for insurance bro- to research published by an insur- m11 be an average loss year 557 RJ Kim & Co Ltd. A (Very good) Extremely High
kers Premier Plus is being developed ance rating analyst last week "If the rest of the year is clear 779 Cassidy Davis Syndicate A (Very good) Low
by Stevenage, Hertfordshire-based Speaking at the launch of the (of losses), 1999 could be better Management Ltd.
New Millennium Technologies PLC, 1999 Lloyd's Syndicate Rating than 1998," said Mr Hewlett, but
a subsidiary of Encompass Interna- Gulde, Mark Hewlett, managing the figures need to be considered 33 Hiscox Syndicates Ltd. A- (Good) Above Average
tional Holdings PLC The Strike director of European property/ca- agamst a background of nsmg 609 Atrium Cockell A-(Good) High
Club, a mutual that insures ship oper- sualty insurance and reinsurance loss frequency and seventy Underwriting Ltd.
ating members against losses caused at Moody's Investors Service Ltd, The ratmg guide reinforces tlus

2020 Wellington Underwriting A- (Good) Above Averageby strikes, has reported that the poli- warned that Moody's research pomt, usmg the words of Chns-
cy year to Feb 1, 1999, was its worst does not bear out speculation at tine Dandndge, underwriter for Agencies Ltd.
for nearly a decade, with gross claims Lloyd's that the insurance cycle is syndicate 609 "There is rnuch talk Source Moody's Investors Service Ltd
paid estimated at about $9 million It about to turn about the market turning I am far
said most of the claims came from a The London-based ratmg agen- from convinced about this, and I very lean year m 1999," the guide The 1999 loss wtll follow an an-
port dispute in Australia, industrial cy is anticipating a 22% loss on think we should prepare for a quotes her as saying See Moody's on page 27
action in the Far East, and strikes in
South America and Europe French
reinsurer SCOR Group has launched a
203 million euro ($209 2 million) con- Swiss Re creating Lloyd 's syndicate
vertible bond issue to help fund an
expansion drive into new geographi- LONDON-The seemingly gloomy Swiss Re and Chartwell Re, and it will be ital provider, Benfield & Rea Investment
cal markets and business sectors One prospects at Lloyd's of London don't ap- managed by Chartwell Managing Agents Trust PLC, said it is in discussions with
of its first investments has been to ac- pear to be discouraging new entrants to Thomas Miller will be the main sharehold- Benfield Greig Group PLC regardmg the
quire full control of Commercial Risk the market er in a company set up to market and ser- acquisition of the remaining 70 01% of
Partners Ltd , a Bermuda-based non- The London operation of Swiss Re vice the syndicate All three participants BRIT Insurance Ltd that Benfield & Rea
traditional and alternative risk trans- Group, Swiss Reinsurance Co UK Ltd, is have signed a 10-year agreement support- currently does not own BRIT also is in
fer reinsurer in which it previously venturing for the first time into Lloyd's by ing the new operation Some of Chartwell's talks with Wren PLC about taking over
held a 65% stake A M Best Co setting up a marine syndicate for the 2000 existing marine hull business, currently the balance of the Wren shares BRIT does
has assigned a B++ claims-paying year of account The new hull syndicate is written into syndicate 741/2741, may be not own Currently, BRIT holds 28 7% of
ability rating to Labuan Reinsurance a Joint venture among Swiss Re, mutual in- transferred to the new syndicate when it Wren shares, the two deals together would
(L) Ltd. of Labuan, Malaysia Best surance company manager Thomas Miller begins underwnting next January, accord- mean Benfield & Rea, to be renamed BRIT
said the rating reflects its view that &Co Ltd and Lloyd's agency Chartwell ing to a joint statement issued by the three Insurance Holdings PLC, would become
Labuan Re has good capital strength, Managing Agents Ltd companies participating in the venture a £300 million ($478 million) insurance
strong support and long-term capital The new syndicate will be backed by At the same time, Lloyd's corporate cap- group
commitment from shareholders, and
strong potential for internal capital
generation and access to additional No long4erm health consequences expected
capital in the future, giving it a "good -Ii. 0 , __2.1Coca-Cola products
ability" to meet ongoing obligations . I 1?fhave been removed@i
to its cedents The Lloyd's Policy : .IV"fllfrom shelves in Eu-
Signing Office has Introduced a new .:-„43 * - '5I]ropefollowingamas- Illnesses spur Coke recall
quality information system designed RW' /9sive product recall. r

to reduce its costs to the market The 1 1, G
system aims to improve the quality of By SARAH GODDARD
documents, such as premium account- r-i

1

ly has coverage for the recall, but coverage mfor-
mation was not available last week Sources did

ing submissions and policies from Hot on the heels of Belgium's chooan food con- confum however that Coke had shopped for
brokers and underwriters, to improve 'C

tarmnation crisis this month, one of the world's coverage m the London market
the speed and accuracy of handling >.. 444 most famous brands iS facing questions about The contamination came to hght after more
The results of the assessments will al- 09 , substances that may have contarmnated ltS than 100 Belgian schoolchildren suffered nau-
low the LPSO to offer support, such NL* products m Belglum sea, dinness andvomiting after drinking Coke
as training courses, guidance notes  -- , 0 The Coca-Cola Co recalled milhons of cans products The Belglan Health Mmlstry said there
and consulting services XL Capi- Ii- ' , » -f », , 2 and bottles of its soft dnnks m Europe recently are no long-term consequences, however
tal Ltd was planning to complete its 1122 ' . 2 after dozens of people in Belgium and France be- In a statement, Chief Executive Officer Dou-
$1 05 billion merger with NAC Re t' :  came 111 Coke attnbuted the Illnesses to defee- glas Ivester said Coca-Cola deeply regrets the
Corp. last Friday Having already - -LMF ' 4 2 2 - 5, g tive carbonation and a fungicide used to treat problems A Coke statement said the company
gained approval from shareholders &.4 1 storage pallets m a bottlmg facihty had identified two possible sources of contami-

43and most regulators, the merger e E Officials at Atlanta-based Coke could not be nation, but 'after thorough mvestigation, no
'f-

cleared its last hurdle after New r 2 reached last week health or safety issues were found "
York's Superintendent of Insurance f Insurance market sources said Coca-Cola like- See Coke on page 27
gave approval last week Peter
Christie has left Aon Group Inc,
where he was London-based vice

chairman, to set up his own consult- Big commercial losses unlikely from quake
ing business, Peter Christie Assoei-
ates David Allvey is to resign by PUEBLA, Mexico--The pow- Meaco City
September from Zurich Financial erful earthquake that lolled at The Volkswagen A G plant on 2

0 p , -- 4
Services, where he lS chief of corpo- least 15 people and damaged sev- the outskirts of Puebla was shut x
rate operations and a member of the eral historic churches and other down for a few hours after the & ''S

board A company statement said Mr buildings m the Mexican state of quake to check for damage, said g
Allvey, who was instrumental in help- Puebla last week lS unhkely to a company spokesman But only B «-
ing plan the merger of the financial result m many large commercial a few pipes and lamps were dam- E
service businesses of BAT Industries losses, insurance experts in the aged, and only one shift was can- E -

P L C and Zurich Insurance Group region say celed, he said %
32'

that formed Zurich Financial last While the city of Puebla itself Brockman y Schuh, a Mexico
/

year, is leaving "to pursue other op- contains several industrial City-based unit of Marsh Inc,
portunities" because the merger has plants, most of the damage was has about 185 European chent
progressed more rapidly than expect- limited to old buildings in the m Mexico, and only two had no-

j
k

ed XL Capital Ltd has named downtown area that housed gov- tified the brokerage last week
Fiona Luck to the newly created post emment offices and small bum- of claims from the quake, said
of executive vp of group operations nesses, said Ricardo Lopez, vp at Max Becker, director of the Eu-
beginning July 1 She has been with Seguros Comercial Amenca S A ropean chvision at Brockman y

4

ACE Bermuda since 1997, where she de CV m Puebla, which is about Schuh 3
t

was promoted to executive vp last 70 miles southeast of Mexico And while the quake was felt
year London-based Prudential City strongly in Mexico City, there Zt

Corp. P.L.C. plans to cut 4,000 jobs Seguros Comercialis expectmg was httle damage there, said
during the next three years, mainly in about 100 claims as a result of the Ernesto Rarmrez, a director at
its pension and life insurance opera- earthquake, Mr Lopez said loss adjuster Quantum Interna- Workers remove debris from a building in downtown Puebla,
tions The cuts are intended to enable The earthquake struck last tional Group m Mexaco City Mexico, that was damaged in an earthquake last week.
Prudential to compete more effective- Tuesday, registenng a magmtude The scope of the damage in
ly in the fast-changing U K financial of 6 7 The epicenter of the quake Puebla, however, remams un- going last week and the area still Ramirez said
services market was about 135 miles southeast of clear, as rescue efforts were on- was largely sealed off, Mr -- By Gavm Souter
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the Liquidation of reinsurer, seeks established MGAs with District Manager
NOTICE OF FILING OF

AMERICAN MUTUAL LIABILITY MOTION FOR APPROVAL OF profitable books of business to joint
INSURANCE COMPANY, and PLAN OF LIQUIDATION venture including risk taking opportunitlei 0 Risk Management 0 Insurance Brokerage Join a premier publishing Company a[16 0[te Of
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Commonwealth of Massachusetts as Permanent Rece,ver (Recelvef') of American Call 973-765-9000 • Fax 973-765-9009 Instinds afe essential, along with superior
Mutual Liability Insurance Company CAMLICO") and Amercan Mutual Insurance
Company of Boston CAMI'), filed a Motion for Approval (the "Motion") of a Plan ol

EDITORIAL CALENDAR ¤|U RK:nARD MEYERS organtational skills and conscientious wod
Liquidation (the Plan") for AMLICO and AMI with the Supreme Judicial Court tor Suffolk habits Previous sales experience a must
County (the «Court") CALL312-649-5340 13l'11 8: ASSOCIATES. IMC

Summarv of the Plan of Liautdaiton www.rmaine.com-- PC experlence is required
The proposed Plan would govern future proceedings in these liquidations by provid

Ag claim determination procedures for the disposition ot proofs of claim against AMLI
Travel required

CO and AMI providing a claim amendment deadline for perfect,ng contingent or unliq

aafSofaclaimgnioMarcha9 1990 0 betrieantehaes Timely FiledPlan provides Gam.*XED# 111*FIL[mule :ai
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Class 3 Claims for taxes and other government debts secured by Itens perfected CIVIL JURISDICTION CHANCERY DIVISION

prior to 1/17/89 Business Insurance, Box 3116,
Class *a Claims lor losses under worker's compensation nsurance policies IN THE MATTER OF IN THE MATTER OF 140 N Rush Street, Chicago, IL 60611-2590
Class 4b Claims for losses under other insurance policies
Class 4c Claims for unearr'ted premiums under insurance policies TRENT INSURANCE COMPANY LIMITED mENT INSURANCE COMPANY LIMITED
Class 58 Other claims ol the United States of America
Class St All other claims (Incorporating the merged companies (Incorporating the merged companies

The Receiver will make a determination whether each Timely Fled Proof of Claim will
be allowed in its entirety allowed In part or denied (although a determination may be of Trent Insurance Company Limited of Trent Insurance Company Limited
deterred if a proof is assigned to a Priority Class below Class 4a) If a claimant has exe and Hemisphere Marine & General and Hemisphere Marine & General
cuted an acknowledgement of satisfaction, the proof will be deemed denied without fur
ther notice The Receiver will otherwise notify claimants of such determinattons which will Assurance Ltd ) Assurance Ud ) 11[4IBIIIIIIII
be binding unless the claimant objects within sixty days In the case of an oblection the
Receiver will make a second claim determination Claimants mayoojecttothe Rece,ver's and and

second claim determination and obtain a hearing before a Special Master to be appoint-
ed by the Court They may seek review of the Special Master s decision from the Court IN THE MATTER OF THE COMPANIES IN THE MATTER OF THE COMPANIES

Proofs of claim or other documents attempting to assert a claim fued after March 9 1990
will be denied as late Filed Proofs of Claim unless the Receiver obtains approval of the ACT 1981 ACT 1985
Court to treat a proof as timely filed Claimants will be notmed of the Receiver's determt
nations denying proofs as untimely which will be btrding unless the claimant objects with
in sixty days The Court will hold a heanng tn the event of an objection

I 91,111*/IU,Ljlllll
NOTICE IS HEREBY GIVEN thal by an Order dated 10th May, 1999 in the Supreme Court of Bermuda and by an Order

The Receiver will also classify certain proofs of claim as Pontingent" or "unliquidated
and not,ty cla,mants of that determinabon Proots so ctass,hed would need lo be per- dated 21st May, 1999 made m the High Coutt of Justice of England and Wales m the above matter (the "Orders"), a meeting was or-
fected by an additional ming confirming and quantifying the claim before a Claim
Amendment Deadline p,oposed to be the date twel,e months after final app,ovalot the defed to be convened of the Scheme Creditors (as defined In the Scheme of Arrangement heremafter mentioned) of the above named
Plan Proofs of guaranty funds with open claims will be class,fled as unhquidated and
require a filing

company (heminafter called the "Company") for the purpose of considering and, il thought fit, approving (with or without modification)
After all claims have been finally determined the Receiver will begin making distribu a Scheme of Arrangement proposed to be made between the Company and its Scheme Creditors (as therein defined) and that such •Help Wantedlions to clatmants with allowed claims In accordance with their assigned priority pro

ceeding to each successive Pi,ority Class only afterall allowed claims .n the prior class meeting will be held at The Chamber of Commerce. Front Street. Hamillon. Bermuda on 15th NOVember 1999 commencing at 10 00 am
es have been paid n full Il assets are insuthclent to pay all clairr s In a Priority Class
In full each allowed claim within that class will receive an equal per=entage distnbution at which place and time all such Scheme Cre(It ors are requested to alend • Business Opportunities

Reinsurers of AMUCO or AMI will be notihed 01 the Receiver s consideration of proofs
of claim that may give rise to a reinsurance claim against them Potentially affected rein The Company incorporates the merged companies of Trent Insurance Company Limited ("Trent") and Hemisphere Marine
surers may review documents concerning the proof and underlying claim and notify the & General Assurance Ltd ("HMG") The Scheme will apply to all claims against Trent and HMG except for claims which ate fully
Receiver of defenses that apply to that claim w,thin ninety days T,mely responding

•Internet Direlory
ieinsurers w,il iece,ve notie of the Receivers clam determination and may object as secured In addition toany claims against Trentand HMG, theproposed schemewill apply tothose former creditors of Capital Manne
n the case of clalmants in the absence ot objection the claim determination will bebinding on all potent,ally attected reinsurers as a determination of AMLICO'B or AMI's Insurance Company Limited (dissolved) (CapMar) who become Scheme Creditors of the Company by having executed and returned a •Legal Notices
liability under the policy or policies reinsured

Your Rights under the Plan
Release

Since the proposed Plan could a#ect your rights as a creditor or reinsurer of AMLICO The Scheme Creditor may vote m person at the said meeting or they may appoint another person, whether such person is
or AMI, you have the right to file an opposition to the Motion seekng approval of theplan as outtined below in the event that you would kke to obta,n a copy of me pro or ts not a Scheme Creditor, as thel r proxy lo attend and vote In theirplace andare requested to Complete the Form of Proxy and return Whatever your Advertising
posed Plan or the Receiver s submissions In support of the Motion you may do so by
mailing a wntlen request to the following address it to the Company at Cnig Appin House, Wesley Street, Hamilton HM11, Bermuda (facsimile number (441)295-3480) Attn Jennifer C needs in the Corporate

American Mutual Insurance Companies in Liquidation
PO Box 1620

Woods The Form of Proxy must be received on or before the date of the said meeting Risk, Employee Benefit
Buriington Massachusetts 01803 0920 Each Scheme Creditoforhis proxiwill be required to register hisattendanceatthemeeting priorto its commencement and Managed HealthAttention Proof of Claim Unit

The Plan may be modified during proceedings before the Courton the Motion If you Registration will commenceat 9 30 am
would hke to be notified of the date and time of the hearing on the Motion you may do Care may be we're here
so by mailing a wrmen request to the above address By the Orders, the Courts have aopointed Paul Anthony Brereton Evans or failing him, D Geoffrey Hunter to act as to assist youAny questions concerning the Plan should be directed to counsel for the Receiver iden-
tified below 00 not call the Court Chairman at the said meeting and have directed the Chairman to report the fesult of the meeting of the Courts

Notice of Deadline for ODDosition

By Order of Court notice is hereby given that any person who wishes to oppose Copies of the Scheme of Arrangement and the Explanatory Statement required to be furnished pursuant to Section 110 01
approval of part or ail of the Plan must hle a written opposition to the Moriori settjng

Call Irais Amleshi at
forth the basis for such opposition wlth the Court on or before September 15, 1999 at

the Companies Act 1981 of Bermuda and Section 426 of the Companies Act 1985 of Great Britain, Forms of Proxy for use at the
the following address meeting, the Claims Form and the Release are available from the Company's offices at the above address

312-649-5340
Clerk's Office

Supreme Judicial Court for Suffolk County
New Court House Room 1404

The Scheme of Arrangement will be subject to the subsequent sanction of the Courts
Boston Massachusetts 02108

or E-Nloil:
A copy of such opposition must also be provided to counsel for the Receiver on or

before September 15,1999, at the following address Dated this 25th May, 1999
J David Leslie Esq

iamleshi@crain.com
Aackemann Sawyer & Brewster PC
One Financial Center

Boston, Massachusetts 02111
Convers Dill & Pearman and Cadwalader, Wickersham & Tail

(617)951-1133 Claten(jon House 55 Gncechurch Street
A date and time for a hearing on the Motion seeking approval of the Plan will be set

Fax: 312-649-7937
after the deadhne for the trang of oppositions Notice of the date and time of the hear 2, Church Street London EC)V OEE
ing will be gwen by counsel for the Receiver to all persons who file oppositions to all
persons who request notice and to alt persons who have previously h ed appearances Hamilton HM CX United Kingdom
n this matter Bermuda

By the Ccurt (Fried J )
/5/ Maura S Doyle

Business
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Moody's
Continued from page 25
ticipated 2.4% loss on capacity-
about £240 million ($398 million)-
for the 1998 year of account, accord-
ing to Moody's calculations, said Mr.
Hewlett.

Moody's is assessing a higher loss
for 1998 than most other sources have

estimated-Lloyd's itself has estimat-
ed a £60 million ($99 million) overall

market loss for the year, but with the
caveat that the final figure could be
worse. Last week, members' agent
Sedgwick Oakwood Lloyd's Under-
writing Agents Ltd. said it was ex-
pecting the market to report a loss of
just under 2% in 1998 and that no in-
dividual sector was looking to break
even.

Sedgwick Oakwood cited falling
interest rates, intense competition
and an increase in both the size and

frequency of insured losses as factors
in the worsening conditions. If in-
sured losses maintain their current

level, Lloyd's could be £500 million
($829 million) or more in the red for

1998, the members' agency said.
Not one syndicate made the highest

rating (A+) in the Moody's guide,
though Mr. Hewlett said that is not
surprising, given prevailing industry-
wide conditions.

"There are no A+ syndicates be-
cause the ratings are investment- and
performance-driven," he explained,
and they are an indicator of future
profitability. "With the state of the
worldwide insurance market, there
has been a pressure from the top
down....I would expect a strength-
ening of the ratings as improvements
(in market conditions) corne

through." The guide also takes into
account the volatility of a syndicate's
portfolio.

Two syndicates, 557 and 779, were
rated A (very good), and 11 attained
A- (good) status. The top 13 rated
syndicates all write either non-ma-
line or composite business.

Marine business, Lloyd's tradition-
al strong suit, managed to score only
two B+ (above average) ratings. Avia-
tion showed a similar pattern.

At the other end of the spectrum,
no syndicates fell into the bottom cat-
egory of C- (below average), though
syndicate 1206, a specialist accident
and health syndicate managed by
Owen & Wilby Underwriting Agency

Coke
Continued from page 25

The beverages affected include
Coca-Cola, Coca-Cola Light, Fanta,
Sprite, Nestea, Aquarius, Bon Aqua,
Kinley tonie and Lift. All were
banned by the Belgian Health Min-
istry, and neighboring Luxembourg
followed suit. France also has

banned all Coke-canned drinks,

though the European Union has de-
cided the contamination is contained

and does not warrant a Europe-wide
ban. Nevertheless, British consumers

have been warned that Belgian-man-
ufactured products may have been
imported, though British-manufac-
tured cans and bottles of soft drinks

have not been found to be contami-

nated. At the end of last week. how-

ever, the U.K. Joint Food Safety and
Standards Group issued a warning to
local authority health officials "for
action as deemed necessary."

Defective carbon dioxide supplied
to Coca-Cola's Antwerp, Belgium,
bottling plant produced an "off"
taste, and the company had replaced
the supply and removed all defective
products from the market.

Coca-Cola also found that a sub-

stance on wooden storage pallets had
contaminated the outside of cans,

though "independent analysis deter-

Ltd., is rated C. In the past, only one
syndicate rated C has survived over
the long term, said Mr. Hewlett.

This has not, however, deterred
German insurer Gerling Group from
purchasing Owen & Wilby. In a deal
announced the day after Moody's
guide was released, the Cologne, Ger-
many-based insurer is purchasing the
agency for £2 million ($3.2 million)
with the aim of become an integrated
Lloyd's vehicle with access to the
Lloyd's license network, according to
a Gerling spokesman. In addition,
other investors are looking to extend
their Lloyd's involvement (see related
story, page 25).

Seven syndicates were rated C+, in-
cluding syndicate 957, a personal ac-
cident syndicate managed by Dun-
canson & Holt Syndicate Manage-
ment Ltd. This rating is a direct result
of the managing agency being pub-
licly up for sale by UNUM Corp., said
Mr. Hewlett, who added that the

agency sale rating undermines
Lloyd's claims that corporate syndi-
cate backing is more permanent than
traditional unlimited liability capital.

"Capital tends to move (very)
quickly to areas where it is best de-
ployed," he said. "Unless there is a
substantial return, (capital) will
move."

Quoted in the rating guide, Tony
Taylor, underwriting director at
Wellington Underwriting Agencies
Ltd., said: "There are now enough
claims in the system.. .eventually to
cause significant bottom-line losses to
the market in general. When the im-
plications of the unprofessional un-
derwriting approach of many of the
players in the world market come
home to roost, we will see a number
of very upset capital suppliers who
will damn the prospects of the whole
of our industry."

Mr. Hewlett also cited Capital Re
Corp., which is selling RGB Under-
writing Agencies Ltd. to ACE Ltd., as
illustrating the potentially nomadic
nature of corporate capacity. Both
RGB syndicates, 490 and 1171, are
rated B-(below average) in the guide.

Moody's Lloyd's Syndicate Rating
Guide 1999 costs £500 ($797) from
Moody's Investors Service Ltd., 2
Minster Court, Mincing Lane, Lon-
don EC3R 7XB; 44-171-772-5454.

The futt Lloyd's rating service, inctud-
ing quarterly updates, costs £2,500
($3,983).

mined the product is safe," Coca-
Cola said.

Although the company might be
covered by insurance for the product
recall, it is more the potential dam-
age to the brand that could be the
problem. "The question is how dam-
aging will (the recall) be in the long
term," said Jan Lindemann, director
of brand valuation at London-based

branding consultant Interbrand
Newell & Sorrell Ltd. "The manage-
ment has to ensure to consumers that

this is not an issue going forward,"
particularly because the value of the
company is intrinsically linked into
the brand reputation of its most fa-
mous product.

The recall had caused a fall in

Coca-Cola's stock price, said Mr.
Lindemann. But, he said, if Coca-
Cola handles consumer relations

well, the company can assure its cus-
tomers that this is only a short-term
problem. "Public relations handling
is very crucial, especially in the early
days" of a product recall, he said.
Early intervention, he said, is partic-
ularly important now that technolo-
gy means that consumers worldwide
are aware of problems elsewhere
very quickly.

Nevertheless, Mr. Lindemann said,
"I think it will not be so dramatic, be-

cause people have so much trust in
Coca-Cola." M
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Insurance product for e-commerce

OKEMOS, Mich.-J.S. Wurzler Underwriting Man-
agers LLC. has created an insurance product for compa-
nies doing business via the Internet.

Website & Internet Security Program, or WiSP, pro-
vides coverage that addresses risks specific to the growth
of technology and the Internet. WiSP protects companies
from potential
damage from.t--, --
electronic com- .Wmmimm.mm/"M.
merce, including 
theft of credit Iz

data; loss of Website and advertis- 
ing revenue and
electronic funds; stolen, copied or destroyed intellectual
property; destruction of data; unauthorized access, em-
ployee abuse; and copyright and trademark infringement.

WiSP coverage consists of two policies, Breach of Secu-
rity Coverage and Crime and Intranet Insurance. Policy
limits are flexible, with a maximum annual aggregate of
$3 million.

The classes of business covered by WiSP include com-
panies that use the Internet for commerce, such as retail-
ers, manufacturers, publishers, and business-to-business
users. The policy is not designed for Internet service
providers. A policyholder must comply with minimum
safeguards set by underwriters and undergo an external
Web site security assessment.

WiSP is underwritten by syndicates at Lloyd's of Lon-
don.

For information, contact J.S Wurzler Underwriting
Managers, 877-347-2040, or visit www.jswum.com.

Comings & Goings: Industry

Denver-based ING Reinsurance has appointed
Chris M. Rutten vp-international. In his new position,
Mr. Rutten, who has been with ING Re since 1989,
will oversee the company's presence in new markets
throughout the world. ING Re also has named

Mr. Rutten Mr. Kraysler

Stephen F. Kraysler vp-structured reinsurance. Mr.
Kraysler previously was executive vp and chief actu-
ary for ITT Hartford International Life Reassurance
. . . .New York-based American International Group
Inc.'s American International Cos. Mass Marketing
Division has named David Jarvis president of its
bancassurance unit. . . .QBE Insurance Corp., a mem-
ber of the Sydney, Australia-based QBE Insurance
Group, has made four senior management appoint-
ments: Ian Davey has been named senior vp, under-
writing and marketing; Chris Carnicelli has been
named vp, general counsel; Phil Figueiredo has been
named vp and controller; and John LaCava has been
named vp, director-information systems. . . .Chubb
Corp. of Warren, N.J., has named Joanne L. Bober se-
nior vp and general counsel. She previously was gen-
eral counsel, secretary and senior vp of General Sig-
nal Corp. in Stamford, Conn. Chubb also has named
Mark Greenberg senior vp and chief communications
officer. Also at Chubb, Brant W. Free has been named
senior vp and director-international external affairs.

Information in brief

Three managed care organizations will be using one
application to credential physicians and other medi-
cal providers to be considered for admission into their
networks. Humana Inc., Oxford Health Plans Inc. and

UnitedHealtheare all use one screening company to
evaluate medical providers-Aperture in Louisville,
Ky. The uniform application, which other health
plans are invited to use, is expected to reduce operat-
ing costs for the health plans and providers. . . .A
Chicago judge denied all of the defense's relief re-
guests last week in the case of Rachel Barton, a violin-
ist who was awarded almost $30 million for injuries
sustained when she was dragged by a Metra train in
1995. The strap on Ms. Barton's violin case became
caught on the train's handrail (BI, March 8). A notice
of appeal will be filed to the appellate court within 30
days, said C. Barry Montgomery, a partner with
Williams & Montgomery in Chicago and counsel for
Metra and Chicago & North Western Railroad, which
owned and operated the railroad. . . .Virginia Insur-
ance Commissioner Alfred W. Gross issued an admin-

istrative letter to health insurers and others last week

issuing guidelines on policy provisions that limit lia-
bility for damages. The letter focuses specifically on
legal fees, punitive damages and indirect or conse-
quential damages. For instance, the letter states that
while the Bureau of Insurance will not approve a pro-
vision under which an insurer is exempt from alllia-
bility for punitive damages, "it will approve a provi-
sion under which it is clearly stated such losses are not
recoverable under the Policy." la,

Teleconference: Wednesday, June 23, 1999, 11:00 AM Eastern Time
Insurance Mid-Year Outlook

.

J..4
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Standard & Poor's will hold a telephone conference call on Wednesday, June 23,1999,11:00 AM
Eastern Time, on the following topic: Insurance Mid-Year Outlook, with Insurance analysts: P/C-
Robert Partridge, RI-Don Watson, Health-Arun Kumar, Life-Tom Upton.

U.S./Canada Numbers: +1-888-982-4612

All Others: +1-212-547-0158

Please call about ten minutes before the scheduled start of the call. If the number you dial is busy,

please call one of the other numbers. The password is "Standard & Poor's." It is not necessary to
call ahead of time to pre-register, and there is no charge to participate other than long-distance
telephone charges, if applicable. Participants will be asked to provide their name, company

affiliation, and phone and fax numbers. The entire call will last approximately one hour, and after
brief presentations by the analysts, participants will be able to ask questions directly about this
topic. You may also fax or email questions in advance.

Replays: Recorded replays of the call are made available about an hour after the call concludes.

This recording is available at no charge to U.S. and Canadian callers (other callers will pay long
distance toll charges) until Wednesday, June 30, 1999. Callers will be asked for their name,
company, phone and fax number.
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Scorecard Mel:zer said, "I didn't think there Arthur J Gallagher finished on forts may have impacted the score ing of the insurer to "focus on fur-
would be any significant change in top of the broker ratings after not An overhaul such as the one ther improvement "
the way people viewed their ven- making the list in the 1998 survey Willis has undertaken involves The scorecard is an important

Continued from page 3 dors in a year " This year, Gallagher received a 75 changing people and systems in a benchmarking tool for insurers, he
overall score of 66 In satisfaction, in satisfaction and an 80 in perfor- number of areas, and "that takes said, "and as such can be a useful
67 in performance and 73 in loyal- mance away from customer service," he tool for risk managers "
ty That compares with scores of '1 think we really need Brokers, Mr Gallagher said, explained Mr Maguire also addressed the
66 in satisfaction, 68 in perfor- "don't need more things to be "For whatever reason," Mi issue of the study's frequency
mance and 74 in loyalty m 1998 to step back' and ask competitive about, we've got LaBoide remarked, "our scores While "you can effect a lot of

Brokers scored 70 in satisfac- if we really should do them " are down "

tion, 74 in performance and 74 in Mr Gallagher said he opposes He said Willis is "happy about
loyalty this year, after getting a 69 this every year, says the way the scorecard is released our relative performance but not '1 suppose it may be
in satisfaction, 73 in performance Stephen M. Wilder. to the press and the competitive- pleased with our absolute perfor-
and 76 in loyalty in 1998 ness that it engenders "I don't mance We are committed to mak_ more appropriate to run

TPAs were given a 62 in satis- mind if the press sees it, but I con- ing substantive changes to lIn- the survey on an every-
faction, a 66 in performance and a sider it to be a kind of marketing prove "
64 in loyalty in the current survey, Still, she acknowledged she is "a thing Some see it as a way to Some encouragement in this other-year basis,' says
a slight improvement from a 60 in little disappointed" that scores pressure the industry to compete year's survey is found in the im- Alan Maguire of AEGIS.
satisfaction, 65 in performance weren't higher "Service really and get better " Instead, the score- proving scores of satisfaction
and 59 in loyalty last year hasn't gotten visibly better " card should be used as a tool to drivers on which lisk managers

QIC President Stephen M Ms Meltzer, who is assistant vp- pull all parties together to work graded brokers Five of those six
Wilder said the results are not sur- insurance and risk management at on improving quality, he suggest- drivers showed improved overall change in a year, I suppose it may
prising "I'm not sure that a year is Sun Life Assurance Company of ed scores for brokers be more appropriate to run the
enough time to show a difference " Canaca in Toronto, said she thinks Mr Gallagher said that two sen- The improvements were in the survey on an every-other-year ba-

"I think we really need to step RIMS and the QIC need to wait at tences in the scorecard's summary categories of building internal and sis You might see more change
back and say, 'Should we really be least 18 months before compiling should be the real focus of the ef- external partnerships, Identifying than on an annual basis," he said
doing it every year?' " said Mr another scorecard fort Those sentences read "The needs and creating solutions, two- This year's scoIecard for the
Wilder, who iS vp-risk manage- The purpose of the scorecard "is real issue is how are we going to way inter active communication, first time Ianked individual TPAs
ment at The Walt Disney Co in not really to publish scores but to make things better? What are you operational efficiency and com- according to their chents' grading
Burbank, Calif"Or should we be help people get prepared for what going to do to collaborate and im- petitiveness, and developing and Gallagher Bassett Services Inc , a
doing it every 18 months or two they need to do" to improve quali- prove the industry?" providing expertise Brokers' unit of Arthur J Gallagher & Co,

ty, she said "That's where RIMS and the score for trust and reliability was was the top scorer, with a 65 in
RIMS President Susan R "At this point, we would proba- QIC need to focus," he said, and unchanged satisfaction and a 70 in perfor-

bly be better served by giving peo- not on individual grades for the "It is very encouraging in the mance
pie a chance to implement these industry Gallagher Bassett's own client

ADVERTISER kinds of things," Ms Meltzer said Mr Gallagher described the satisfaction surveys show it lS do-
Mr Wilder stressed that no deci- grading in the satisfaction drivers, 'The last thing l would do ing a good Job of meeting clients

sion has been made to change the which rank vendors according to expectations despite low numeri-

INDEX survey's frequency, and the ad- several categories, as confusing is declare some sort of cal scores in the SCOIecard, said

vantage to conducting it yearly is For example, under the "trust and victory. I object to the way Peter J Durkalski, president of
that it keeps the issue of quality reliability" driver, Gallagher re- the TPA "I'm not saying one is
out front "It keeps our eyes on the ceived an 85 for ethical standards, this thing is being used, better and one is worse," he noted,

Issue of June 21
ball " an 86 for providing trustworthy says J. Pamck Gallagher. pointing out that the two ap-

ADVERTISER PAGE # More risk managers were eager advice and counsel, an 80 for con- proaches measure satisfaction in

ACE Group 9 to score their vendors this year, sistently fulfilling commitments different ways Gallagher Bas-

Acordia 10 the 1999 survey included nearly and promises and a 65 for provid- sett's surveys do not assign a nu-
three times as many responses as ing full disclosure context of people genuinely are merical score but assign rankings

ACSTAR Insurance 12
the year before There were 5,006 The score of 65 doesn't make trying and the Industry iS making of excellent, good, fair or poor

AGF Insurance 6 evaluations in the current survey, sense, Mr Gallagher said "How some progress," Mr LaBorde re- The surveys have averaged 95%
Amencan Institute for CPCU 12 compared with 1,702 last year can you tell me you trust me if you marked "Is it huge? No But it iS "good or excellent" since 1993,

AON Corporation 11 "I think if there is one message, don't think I'm being straight with measurable " Mr Durkalski said When fair or

it's the tremendous increase in re- yOUP.
ASA, Inc 4

Insurance buyers put Associated poor ratings are received, upper
sponses reinforces that people do Willis Corroon Corp, the top Electric & Gas Insurance Services management interviews clients to

Blue Cross Blue Shield-SC/CIMR 22 care aboit quality and want to get broker in last year's ranking, Ltd at the top of the overall insur- find out "what the issues are," he
Burnham Systems 24 involved in the process," Mr slipped somewhat this year The er/reinsurer rankings for the sec- said

Concentra Managed Care, Inc 23
Wilder said broker received a 72 in satisfac- ond time The Bermuda-based in- Mr Durkalski said Gallagher

But at least one broker is ex- tion and a 77 in performance Last surer scored 80 in satisfaction and Bassett has an extensive program
Crawford & Company 14

pressing concern that some of the year's scores were 76 in satisfac- 81 in performance Last year, to continually improve the quality
Reliance National 32 scorecard information is confusing tion and 80 in performance AEGIS received a 78 in satisfae- of its service Employee training,
Standard & Poor's 27 and questioning whether the sur- Willis is in the second year of a tion and 80 in performance measurements and benchmarking

Sunrock Risk Services Corp 28 vey is being used properly to bring three-year program to improve the "We're thrilled to receive the top of processes, and a commitment to
about improvements in quality quality of its services, and that ranking for the second year in a "doing it right the first time" allTenconet 23

"The last thing I would do is de- could have contributed to ltS row," said AEGIS President Alan are hallmarks of the program, he
Tenfold 13 clare some sort of victory," said J falling score, said Luke LaBorde, Maguire "We're also happy that explained
The Willis Group 7 Patrick Gallagher Jr, president senior vp in the broker's we raised our scores a little bit He noted the scorecard breaks

USI Insurance Services 21 and chief executive officer of Nashville, Tenn, headquarters from last year " out client satisfaction for distinct

Zurich-Amencan 5
Arthur J Gallagher & Co in Itas- "It's ironic that here we are Mr Maguire said AEGIS iS US- items, which helps guide TPAs "to
ca, Ill "I object to the way this committed to improving quality," ing detailed information supplied do not Just what (clients) expect,
thing is being used " Mr LaBorde said, and those ef- by the QIC on risk managers' scor- but to do what thrills them " m

Reliance at a quicker pace than many other
insurers and, consequently, may
have undercut other insurers, Mr

PROFIT PROTECTION
Contznued from page 2 Frank said Nevertheless, he said,

Currently, Reliance has $32 bil- 6ther insurers generally are show-
lion in net reserves Mr Benchimol ing more signs of problems due to

In an age in which increased
ncreased said low rates and higher-than-expected

4» Shareholder At the end of the first quarter of losses

C»-
0 Value revenue/earnings protection is 1999, Reliance had a statutory sur- Reliance also has been less con-

plus of $1 375 billion, compared servative in its reserving practices«/f rapidly becoming the central with a surplus of $1 75 billion at than other insurers, said Matthew
year-end 1998 Coyle, a director at Standard &

focus of contemporary risk Reliance is one of several com- Poor s Corp in New York
mercial insurers that are showing "Reliance is very focused on try-

management, shouldn't signs that low rates and increased ing to manage ltS capital as effi-
catastrophe losses are hurting them ciently as possible But when you

Vip/' Decreased your coverage focus on in 1998 and 1999, said Mr Fmnquel- are talking about estimating loss re-
44 Asset h of Renaissance Fund Managers serves, it is more of an art than a

Value the "upside" exposure? In February 1999, CNA Financial science," so the margin of errol is
Corp announced a $270 million gieater, he said

TRADE DISRUPTION INSURANCE
change in reserve estimates for After the announcement, S&P put
1998 its A rating of Reliance on Credit-

In addition, The St Paul Cos Inc Watch with negative implications
Insuring the revenue stream/protecting customer relationships increased reserves by $250 million While specifle issues are affecting

after its 1997 purchase of USF&G Rehance, other commercial Insurers
634898"@@k INO@k 6@n?"©@@ ©©Fip' Corp, a St Paul spokesman con- are also suffermg m the soft market,

ROYE.& General Agent for Royal & SunAlliance
firm ed and more insurers are likely to an-

"There's no question that stiesses nounee similar actions, Mr Coyle
 SUNALLIANCE Specializing In profit protection insurance products

are growing on the income state- said
877-SUNROCK (877-786-7625) ments of this mdustry," said Ron W "It would not surprise me if we
www sunrockrisk com Frank, an analyst at Salomon Smlth saw more reserve strengthening by

Barney m New York the commercial insurance industry
Rehance has been seeking to grow in 1999 and 2000," he said
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Commentary FEMA also said he iS not convinced that ue, written on a replacement-cost
the current msurance market is the basis

Stu dy snuffs out best answer to a widespread catas- The rules hkely to be proposed
Continued from page 1 trophe But Mr Vance realized say earthquake, flood or named-
FEMA assistance that FEMA planned to change ltS storm coverage also must be pur-

The amount of money a self-in- rules, so he worked to create a pro- chased in order to be eligible for

popular myth sured would have to set aside or posal that reflects insurance mar- FEMA money to pay for repairs af-
include in its funding plan would ket realities and lS "something ter those specific catastrophes For
equal the coverage amounts that public entities can live with," he example, a city that wanted money
others would have to purchase to said for help in rebuilding after a

Another"harmless" vice is about to get a black eye receive assistance, said Bob Adam- Another public entity risk man- named storm would have to have
Cigar smolang, which until now has typically drawn oppom- cik, deputy associate director of ager said FEMA's proposal would had insurance for named storms

bononly from people with noses and an abhorrence for hghting FEMA's Response and Recovery not present an undue burden for The percentage of required
money on flre, is bad for you Office in Washington him Even with the new rules, catastrophe insurance coverage

The proposed criteria for FEMA is not likely to abandon depends on the catastrophe type,This conclusion from medical researchers may come as a com-
plete shock to people who thought agans somehow had more m FEMA's Public Assistance Pro- unmsured public entities following the insurable value of buildings

gram are expected to be published a massive catastrophe, said Dan and whether the coverage is pur-common with, say, vegetables than with other tobacco products, in the Federal Register by month's Pliszka, risk manager for the City chased on a building-by-building
almost all of which have been shown to mcrease the risk of can- end, a FEMA spokesman said A of Charlotte, NC, Mecklenburg basis or under a blanket policy
cer when used as intended 90-day public comment period iS County, NC, and the Charlotte Under an earthquake policy pur-

If you're a cigar smoker-and I've attended plenty of insurance to follow the publication of the Mecklenburg Board of Education chased on a blanket basis, for ex-
Industry gatherings where cigars were widely enjoyed-chances Notice of Proposed Rulemakmg "I don't see lt as terribly unrea- ample, an entity with an insurable
are you have deluded yourself, as I have, Into bellevmg that, in Public entities currently must sonable," he said The entities un- buildings value of $1 million or
spite of itself, cigar smolang is relatively harmless to your health have flood insurance in order to be less would have to purchase cover-

eligible for FEMA's Public Assis- age for 10% of ltS total insurableFor starters, I tell myself, clgar smoking isn't somethmg one
tance Program No other coveragesdoes very frequently Not only do few occasions lend themselves FEMA's attempt to push value An entity with a total insur-
are mandatory at this point, Mr able value of $1,000,001 to $10 mil-

to hghting up a stogie, but also decent cigars usually cost too Adamcik said public entities to buy lion would have to purchase cover-
much money for the average person to buy and cham-smoke Under FEMA's current system, insurance for their age equaling 75% of that value
them as though they were genenc menthol cigarettes The alter- after the president of the United And an entity with an insurable
native--a cheap cigar-usually tastes bad and smells even worse States declares a major disaster, buildings has stirred buildings value of more than $10
(though the concept that some clgars smell better than others FEMA will advance to local gov- controversy. million would have to purchase in-
may be open to debate from my wife) A fule clgar, therefore, is a err-merits the money to pay for surance equal to 5 % of their total
luxury that often is savored as part of a special event or rare oc- 75% of damage value, subject to maximum total

casion, such as a Chicago Bulls championship, a busmess golf FEMA's attempt to push public coverage limits of $125 million

outmg or a Tuesday m June en.ities to purchase insurance for der Mr Pliszka's purview carry in- Under that system, Los Angeles

In addition to cigars bemg a relatively m- their buildings has stirred contro- surance Mr Pliszka also is on the might determme, for example, that
versy and prompted contrasting board of directors of the Public 750 of ltS 1,500 buildings were

frequent mdulgence, I feel OK about them risk manager comments on the Risk Management Assn FEMA has large enough to require rebuilding
because, when smolang a clgar, one does agency's efforts "listened to us and partnered with assistance in case of a fire loss, Mr
not mhale-or at least not very much- 'What FEMA wants to do is not the Public Risk Management Assn Welch explained The city would
thereby virtually elminatmg the nsk of ex- unreasonable in concept," said Mr to get input from the public risk have to carry all-risk insurance for
pomng the lungs to cammogens Thls argu- Vance Under the direction of manager " those buildings

ment assumes, of course, that one does not Congress, FEMA wants public en- But the proposed rules could "We might go 20 to 50 years and

breathe between puffs, or else has a restau- tities to function more like bum- weigh disproportionately on large never have a fire in any one of
rant-grade exhaust fan nearby nesses and "make reasonable deci- entities such as Los Angeles, which those buildings That iS a lot of

This argument against mhahng, I admit, sions on risk financing for catas- does not purchase property insur- money to pay for insurance," he
trophie loss," he said ance for most of the approximate- said "The money we pay for pre-

Z
does not always hold up well m a defense of Mr Vance played a major role in ly 1,500 buildings the city owns, miums over the course of five or 10
the virtues of cigans, just as Bill Clinton's writing the rules that he expects said Richard J Welch, city risk years is going to be greater than

claim that he tned manjuana m college m the late '60s but did FEMA will propose manager for Los Angeles the amount we are going to have to
not inhale drew a fair amount of skeptncism An assertion that "A lot of public entities have FEMA's proposed rules would spend repairing damage "
cigar smoking is harmless because one is not mhalmg the smoke simply ignored buying coverage push Los Angeles to spend money Additionally, the proposed rules
also seems to invite the question, "Well, then, what's the point?" for catastrophic losses," he said on all-risk and catastrophe insur- say that once an entity receives

Another attraction for cigar smolang is that it's become ever ' I'm not sure that a taxpayer in ance that it will never use, he said FEMA assistance for repairing
more fashionable Although cigar smokmg's poster boy used to North Dakota, through FEMA, Under the new eligibility re- damage with a specific cause, such

be George Burns, today it is popularized by a wide variety of ac- should pay for an earthquake loss quirements FEMA is expected to as an earthquake, the entity must
in Cahfornia if I have chosen not to propose for ltS Public Assistance then purchase coverage for thattom and entertainers, presidents and pohbcians, athletes and buy any earthquake insurance and Program, public entities will have peril for the life of the asset

coaches, tycoons and magnates, men and women, and so on and save the premium " to purchase all-risk property in- Mr Welch also 15 concerned
so forth

So what FEMA lS proposing is surance, either on a building-by- about administrative difficulties
The fact that so many top athletes smoke clgars, m fact, serves rational in concept," Mr Vance building basis or under a blanket and costs the new rules would im-

up a double helping of rationalization Not only must it be cool, said He acknowledged, however, policy On a building-by-building pose, he said
but it also must not be hurting their health or athletic perfor- that it lS difficult to create "one- basis, each building would have to Currently, entities can obtain
mance It's the Be Idke Mike syndrome size-fits-all" rules for public enti- be insured annually to 80% (or waivers for a requirement that

And fmally, cigar smolang is OK because, unhke cigarettes or ties across the nation Mr Vance possibly 100%) of its insurable val- See FEMA on next page

pipe tobacco or chewing tobacco, it doesn't carry any warning la-
bels of health risks That's because, until now, there hasn't been

merger markets as well as a myriad of pa-
any research to demonstrate a 11nk between cigar smolang and Aetna "We felt we were the epicenter tient concerns that federal and
health problems, and thus the federal government lacked the of the imbalance in the market- state regulators should address as
ammo needed to impose such labeling Contznued from page 2 place between insurers and physi- they review the implications of

Now, however, a team of researchers from Kaiser Permanente Approximately 400 Dallas-area cians," he said this merger on the marketplace,"
has reported Just such a hnk based on a 25-year study The re- doctors who belonged to the inde- The TMA alluded to the Genesis state's the AMA's paper, which is
searchers, who reported their hndings in the June 10 issue of the pendent practice association can- dispute in its press release ac- on the Internet at www ama-
New England Journal of Medicine, found that clgar smokers are celed their contracts with Aetna, assn org

complaining that the insurer was- In particular, the AMA citedat higher nsk than non-smokers of a "major cardiovascular dis-
ease," and cancers of the "upper aerodigestive tract," or mouth, n't providing enough Information The Aetna/Prudential Dallas-Fort Worth, Houston and

for them to adequately manage San Antonio as communities in
throat and lungs their risk merger raises issues of which the combined Aetna-U S

Lest you thmk the research was limited only to creatures who Aetna would not comment anti-competitive market Healthcare/Prudential would con-
smoke a dozen Panatellas a day, or lab rats who were chamed to The doctors also obiected to the trol a significant portion of the
a senes of Churchlls, I should note that it involved nearly 18,000 "all products" provision in Aetna concenkilion in certain market

men, of whom the maionty-76%-smoked fewer than fwe U S Healthcare's physician con- markets,' the AMA says. According to Texas regulators,
cigars a day tracts That provision requires the combined Aetna/NYLCare/

If that doesn't take the smoky wmd out of your salls, the re- doctors who participate in the in- Prudential would control about

searchers also found that the nsk of certam cancers appeared to surer's preferred provider organi- 50% of the HMO market m the

be enhanced when cigar smolang was paired with alcohol con- zation and point-of-service plans knowledging the NYLCare di- Houston area and about 38% of
also to participate in its health vestiture the HMO market in the Dallas-

sumphon, which is not an unheard-of combmabon
maintenance organization "A completed Aetna-Prudential Fort Worth area

I guess this means another "harmless" vice isn't so harmless The doctors' move displaced merger would have significantly By contrast, under the divested
Clgar smolang now joins the ranks of other unsafe activities that some 30,000 patients enrolled in increased the plans' leverage over plan, the combined Aetna/Pru-
once were de ngueur-such as nding in a car without a seat belt, Aetna U S Healthcare plans in physicians and their patients," lt dential would have about 24% of
eatmg Belgian hamburger, flying cut-rate airlines, dnving a golf the Dallas area (BI, Oct 26, 1998) said the Houston market and 22% of

cart w:thout a speed regulator and riding a bicycle without a hel- "Because of the timing of the The AlVIA also asserted its oppo- the Dallas-Fort Worth market
met merger announcement, it was only sition to the merger proposal ear- If approved with the NYLCare

Tlme to flnd another risky behavior that, at least for now, has natural to use the Genesis Physi- her this year when it issued a 15- units still part of the company, the
avoided pubhc scrutiny and hasn't yet made the transition from cian Group as an example of the page -discussion paper" that said $1 billion acquisition of Pruden-
cool to foohsh kind of problems that could be the acquisition would be bad for tial Healthcare would make Aetna

created," said Michael Darrouzet, consumers and would give Aetna U S Healthcare/Prudential the
executive officer of the Dallas too much power over physicians nation's largest health plan, with

Editor Paul D. Winston's commentaly appeam fortmghtly. He County Medical Society, one of "The Aetna/Prudential merger 22 4 million members nationwide,
can be reached at pwmston@cram.com. the groups that wrote to the Jus- raises issues of anti-competitive or about one in every 10 Ameri-

tice Department to protest the market concentration in certain cans Ell
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FEMA now associated with obtaining of Proposed Rulemakmg lS pub- Updates
FEMA assistance, Mr Welch said lished, it is usually easier to change

Yet he agrees with FEMA officials a proposal before lt lS published, PBGC, Allis-Chalmers settleContznued from prevlous page who say that FEMA's present prac- Mr Welch and others said
insurance be purchased to cover tice rewards entities that do nothing Flfty-one members of California's WASHINGTON-The Pension Benefit Guaranty Corp will receive
anything repaired with FEMA as- to fund for losses while penalizing congressional delegation have 35% of Alhs-Chalmens Corp common stock as part of a final agreement
sistance Those waivers can be ob- those that insure or set aside post- signed a letter asking Mr Witt to releasrng the company for hability relatmg to the PBGC's 1997 termina-
talned before or after an event disaster funding by requiring them delay publication That letter cites tion of Alhs-Chalmers's massively underfunded pension plan

Under the proposed rules, a waiv- to spend their money before provid- concerns that FEl\LA has not ade- That plan, which had about 9,800 participants, was underfunded by
er would be obtainable only before Ing them with aid quately examined the financial lm- $63 milhon, with $272 milhon in habilities and $209 milhon in assets
a loss, and it would have to be re- Los Angeles' top polltical leaders, pact the new rules would have on Alhs-Chalmers shares are thinly traded on the OTC Bulletin Board
quested annually That requirement along with Los Angeles County and public entities California Gov Last week, shares were trading m the $225 range Just over 1 milhon
would place an enormous workload California officials, have requested Gray Davis also has sent a letter shares are outstanding
on Los Angeles and state officials that California's congressional rep- urging the delay of publication, in Milwaukee-based Alhs-Chalmers, which in the 1960s was one of Wis-
who must certify waiver qualifica- resentatives ask FEMA Director part because of insurance avallabil- consin's largest private employers, now consists of a small machinery re-
lions, Mr Welch said James Lee Witt to delay pubheation ity concerns pair and service subsidiary in Houston It emerged from bankruptcy in

Furthermore, the new rules do not of the proposed rules But FEMA officials said they ex- 1988

ease the current administrative bur- Even though there will be a pub- pect the rules to be published soon Last year, the company reported net mcomeof $618,000 on sales of $5
dens and years of documentation lie comment period after the Notice despite those requests milhon For the ftrst quarter this year, Alhs-Chalmers reported a net loss

of $57,000 on sales of Just over $1 milhon
In 1985, the PBGC took over another Alhs-Chalmers plan, which had

Y2K es to put their money into fixing the ages a court attributes to them $170 milhon in unfunded hablhties and at the time was the biggest loss
problem rather than spend it paymg rather than jointly and severally the PBGC had incurred

lawyers to deal with fnvolous htiga- Once again, an exception would be
Cont:nued *om page 3 tion," wrote Chamber President where a defendant acted dehberate- Lloyd's loses collection rulingposure under Y2K is an open-ended Thomas Donohue m a statement is- ly to harm or defraud a plaintiff
and unquantifiable insk for most sued after last week's vote An amendment to the bill, offered LONDON-Lloyd's of London cannot use U K bankruptcy law to col-
companies From my perspective as The 62-37 vote on S 96-The Y2K by Sen Wayne Allard, R-Colo, and lect losses from a name before the fraud tnal against Lloyd's begins In 00-
a risk manager, I'm not concerned Act-came after weeks of delay and approved by the Senate, makes clear tober, a High Court Judge has ruled
about internal compliance, I'm con- negotiation, as Democrats sought to that the bill's damage limits do not The Judgment, if Lloyd's' planned appeal falls, wlll mean that Lloyd's
cerned about all of the different add unrelated measures, such as a pre-empt state laws that provide w111 be forced to drop 47 similar demands totahng some £13 6 milhon
partners we have m our business minimum-wage provision Later, more extensive hmits ($21 7 milhon), confirrned Phihp Holden, head of Lloyd's' Fmancial Re-
whom we rely upon and expect that the bill stalled because of debate The measure also seeks to encour- covery Department
they would comply, but we really over a gun control measure But age the use of alternative dispute Judge Jacob ruled m the Chancery Division that Lloyd's must put aside
have limited control over that " when the Senate finally voted on the resolution mechanisms to solve its demand under banlauptcy law for about £200,000 ($318,640) of habil-

RIMS issued a "talking points" measure-a compromise sponsored Y2K-related disputes before they go ities owed by the name, known only as G, for a remsurance payment into
document on the issue m March The by Commerce Committee Chairman to court and calls for a waiting pen- Equitas under I+loyd's reconstruction and renewal plan
paper cites five reasons for reform John McCain, R-Ariz and Sen Ron od during which defendants can fix The demand was made under U K Insolvency Rules, and Judge Jacobs

• Employers should be encour- Wyden, D-Ore-12 Democrats end- a problem before the case goes to ruled that, despite the pay-now-sue4ater clause in the R&R contract, the
aged to remediate Y2K problems in ed up voting for it and only four Re- court "draconian effect of bankruptcy should not be Imposed" when the name
good faith without threat of law- pubhcans voted against it Under this provision, would-be "might have a peifectly good cross-claim " G is one of 200 claimants su-
sults The White House, however, re- plaintiffs must give potential defen- 1ng Lloyd's for fraud m a case due to be heard in the High Court in the

• Employers need clanfication as mains opposed to the bill The vote dants 30 days' notice of Intent to sue, fall

to the extent of their responsibili- fell five short of overriding a presi- and if the potential defendant re- Michael Freeman, a partner in the London law firm of Grower Free-
ties, before claims are filed dential veto, which appears hkely if sponds with a proposal to fix the man & Goldberg and a lawyer for name G, described the judgment as a

•The right to enter into private the bill remams in its current form problem, the potential defendant test case that wall "del,ght" many of his chents
contracts should be respected Personal iniury and wrongful- gets another 60 dabstodo so If the Mr Holden told Busmess Insurance that Lloyd's will appeal the case

• Courts should be freed up to death claims are not covered by the defendant doesn't respond with a He also said that, while the decision wtll hamper debt collection using
hear legitimate complaints measure that the Senate approved plan within the 30 days, a suit can bankruptcy law, Lloyd's currently is recovenng debts at the rate of £16

• Bad actors who willfully disre- The legislation focuses much of its be filed on the 3lst day milhon to £1 8 milhon ($2 5 milhon to $2 9 milhon) per month and wlll
gard Y2K problems should be pun- hability relief on small businesses Other provisions include preset'v- continue its work
ished For example, the compromise bill ing contract rights clarifying that Some 1,100 names st11 owe Lloyd's up to £400 milhon ($637 3 milhon),

Insurers supported the measure, would limit punitive damages ans- parties that have already agreed on he said

largely because of the impact Y2K ing from Y2K-related problems to Y2K terms and conditions aren't Meanwhile, Lloyd's is vigorously pursuing names in the Umted States
could have on their pohcyholders the lesser of three times compen- covered by the measure, setting a following a recent judgment in the U S District Cotirt for the Northern

"The major reason we're involved satory damages or $250,000, but sunset date specifying that the mea- District of Illinois

in this is because it is good for our only for businesses with 50 or fewer sure applies to Y2K failures occur- In Society Of Lloyd's us James Fredenck Ashenden & Mary Jane
customers We believe the legisla- employees There would be no hmits ring before Jan 1, 2003, and con- Ashenden, U S District Judge Harry D Leinenweber ruled that judg-
tion will be helpful in avoiding dis- m cases where a defendant was firms existing law that plaintiffs ments obtained m England agamst Lloyd's members were enforceable m
ruption and htigation," said Mehssa found by "clear and convincing evi- have a duty to mitigate loss where nhnois

Shelk, assistant vp of the American dence" to have intentionally harmed possible and therefore cannot collect It is the first timeaUS court has considered the enforceabihly of UK
Insurance Assn in Washington She a plamtiff damages that could have been :ludgments obtained in March 1998 against 246 U S residents owing $98 4
added that the aim should be to get Municipalities and governmental avoided milhon, according to Mr Holden
businesses up and running as soon entities, however, are exempt from The AIA's Ms Shelk is optimistic As a result of the judgment, Lloyd's is now pursumg 22 other names In
as possible should failures occur all punitive damages about the next step of the process Illinois for $12 milhon m debts, hesmd

The U S Chamber of Commerce In addition, most defendants in "We're looking forward to the con-
echoed that concern Y2K-related actions would be held ference We think the White House Second-injury fund bill advances"The Y2K bill win allow business- liable only for the portion of dam- wul be engaged"

ALBANY, N Y -Workers compensation Insurers and self-msurers in
New York expect to beneht from a bill that would change the method of

Patients damages under state law and give Senate Majority Leader Trent Lott, funding the state's second-miury fund
patients m health mamtenance orga- R-Miss, while saying he wants the A legislative measure that passed both the state Senate and Assembly
nizations direct access to specialists Senate to take up patient protection last week represents "an Important change" to the law that would help

Contmued from page 2 Repubhcan panel members ap- legislation, also says Democrats and publicly held companies to comply with a new Financial Accounting
employers band together through pealed to Demociats to break the po- Repubhcans first must agree on rules Standards Board accounting standard, according to a statement by
trade associations to self-Insure their htical logjam so that a consensus pa- for debating the legislation The fail- Mary Grifhn, an Amencan Insurance Assn assistant vp for the North-
health cai e benefits These new trade tient protection bill could be enacted ure to reach such an agreement last east region
association plans would be exempt If you want to contmue to have year lalled a patient protection mea- Under current law, the state's second-injuiy fund is financed through
from state regulatory requirements, this pohtical loglam, we can continue sure that the House of Representa- assessments from workers comp msurers and self-insurers based on
such as capitalization and state- to do so, or we can break the loglam tives had earher approved their total paid losses m the preceding calendar year The blll would
mandated benefit laws and actually move the legislation," At the moment, a compromise on change the fund's financing base to an assessment based on premiums

Passage of these measures came af- Rep Boehner said patient protection legislation appears written

ter considerable partisan bickering But at a news conference last elusive The new FASB standard requires that pubhely held companies imme-
and lockeying week, Senate Minority Leader Tom While Republicans have an Interest chately accrue losses on their financial statements if the assessments are

Rep Robert Andrews, D-N J, the Daschle, D-S D, said Democrats in getting legislation passed in order based on paid losses It does not, however, require immediate accrual if
panel's ranking minority member, have been working toward a middle to get it off the table, they will not they are financed through the new approach-a pollcyholder surcharge
descnbed the Republican bills as ground He said Democrats had approve a bill that expands liability based on premiums
'meaningless" because they would made a significant concession by re- for health care plans, says Frank Gov George Pataki is expected to sign the measure Without the
not glve patients the nght to sue ducing to about 20-clown from 60- McArdle, a consultant in the Wash- change, companies would have had to reduce surplus, which could have
health plans foi coverage decisions the number of amendments to pa- ington office ot Hewitt Associates affected their ability to provide coverage
for damages allowed under state law tient protection legislation they LLC The AIA iS encouragmg such leglslation nationwide, according to

But the panel chairman, Rep John would like to see debated On the other hand, Democrats Bruce Wood, assistant general counsel with the property/casualty insu
Boehner, R-Ohio, warned of the nsks As House Democrats and Repubh- have no reason to compromise, as er trade group He said similar bills have been approved m the District
of expanding health care plan habil- cans were wranghng, sniplng on pa- they may perceive a greater polltical of Columbia, to fumd runoff of its abohshed fund, Indiana, and Montana
tty tient protection legislation contmued advantage to not having a bill pass

"When we open the legislation up unabated m the Senate compared to enactment that doesn't Briefly notedto htigation in 50 states, we are tak- Sen Daschle warned that have the provisions they are seeking,
ing a dramatic step m the wrong di- Democrats this week will begin of- he said A federal court jury in Nashnlle has ordered Ttme Inc to pay $2.2 mil-
rection," Rep Boehner said fenng their patient protection legis- Democrats may feel "there may be lion in punitive damages on top of $85 milhon it had earher awarded to

The subcommittee action occurred lation, which includes expanded an advantage to having patient pro- former heavyweight boxer Randall "Tex" Cobb, who had filed a hbel suit
as panel Repubheans blocked as out health plan hability, as amendments tection legislation used as a cam- over a 1993 Sports Illustrated article claiming he fixed a fight and later
Df order amendments by Democrats to unrelated bills on the Senate floor paign issue" against Repubhcans m- used cocaine with the loser Trme Inc, Sports Illustrated's parent compa-

that would, among other things, al- unless Repubheans agree to debate stead of working toward passa ny, is a unit of Tune Warner IncLow patients to sue health pIans for the issue before then Mr McArdle said
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Disability Miller, Lane, Killmer & Greisen in Denver, Furthermore, under this ruling, compa-
said, "The decision is an emphat.c state- nies would need a policy to enable disabled Bi Insurance Index
ment by the court that an employer has a workers to express their preferences as to 2,200

Continued from page l strong obligation to keep disabled employ- the jobs they would like to fill, he said
2,150accommodations" that could overcome ees employed Although the ruling does say a employer is

those limitations "So many employers, once they discover obligated to offer the employee only one Job,
• Reassignment obligation lS limited to an employee is disabled, conclude the em- "in our practical world," employees' attor- 2,050Jobs existing within the company "It is not ployee is less valuable and look for ways to neys will still point to specific jobs and ask

reasonable to require an employer to create terminate them " This decision will put a why they were not offered Establishing a
a new lob" for the disabled employee, the stop to this in the 10th Circuit, he said policy puts the burden on employees to state 1,950
court said their preferences, Mr Maatman said

• The existing job must be vacant The Andy Volin, an attorney with Sherman & 1,900

employer is not required to "bump" another 'What may be significant about Howard in Denver who represents employ-
employee to accommodate a disabled work- ers, said companies arguably "are already

llI
er this decision is the detailed sub]ect to the decision," as the recent deci-

• An employer "need not violate other im- guidance it gives employers,' sion echoes other federal courts and a recentportant fundamental policies underlying le- Colorado Supreme Court ruling
gitima:e business interests " For instance, says attorney Andy Volin of

111-
"What may be significant about this deci-

the employer is not required to disregard a Sherman & Howard. sion (in Snuth vs M;dtand) iS the detailed 4/30 5n Sn 4 5/21 5/28 6/4 6/11 6/18

well-entrenched seniority system to accom- guidance it gives employers about the limi- Base=100 on Dec 29,1978
modate the disabled employee tations of this duty to offer reassignment, Source Nordby international inc (nordby com) Boulder, Colo

• Reassignment does not require promo- and how to work with employees so these
tion The ADA "iS not a Statute giving rise to Attorney Ann Elizabeth Reesman of claims can be resolved before trial," said
a right to advancement," the 10th Circuit MeGuiness & Williams in Washington iS Mr Volin He said he thinks the court's PCS catastrophe options
ruled general counsel to an employers group, the analysis will be adopted by other courts as As of June 18

• Employers may choose the reassignment Equal Employment Advisory Council She well Call Price Call Price

to offer If a disabled employee rejects a re- said the decision "makes it difficult for em-

ments "

spread bid/ask spread bid/ask
Mr Killmer agreed, saying, "I think it'11 National Annual 1999 California Annual 1999

assignment, the employer "is under no obli- ployers who are trying to make personnel be a highly influential case " One reason is 40/60 150/190 60/80 08/18

gation to continue offering other reassign- decisions based on merit " Ms Reesman had that it was decided by the full appellate 60/80 90/160 80/100 06/1 6

filed an amicus bnef supporting Midland court instead of by a three-judge panel, 80/100 50/- 150C 12/25

150 53/90• Employers need offer only a reassign- Midland's attorney could not be reached which is the more-common procedure
ment for which an employee is qualified

200/250 36/60

for comment as to whether he plans to ap- Furthermore, "it's remarkably well rea-
Western Annual 1999

80/100 0 8/1 9

• A reassignment does not have to be of- peal soned and comprehensive," Mr Killmer Southeastern September 1999
fered if it would create an undue hardship Gerald L Maatman Jr, partner and said Many court cases simply decide the 40/60 28/- Midwest June 1999

on the employer chairman of the global employment law case at hand "This decision went out of its 60/80 23/- 10/20 85/95

If the decision had been in Midland's fa- practice group at Baker & McKenzie in way to establish a framework for how em- 80/100 2 41-

vor, "almost all employers in this area of the Chicago, said he anticipates the issues ployers are obligated to provide reasonable Florida Sept /Dec

country would not be required to try to find raised in this case, if not the case itself, will accommodation It was written with the call strip 1999

Eastern September 1999 100/150 1 8/-

accommodation for disabled employees if eventually be heard by the U S Supreme bigger picture in mind " 40/60 33/-

they can't do their own job, and that hap- Court Because of the "reasonably systematic Total volume 0 Total open interest 10,676pens a lot," said plaintiffs' attorney David "What I take away from it is if I'm a risk way the majority opinion is written, it does
C Feola of King, Minning Clexton & Feola manager or human resource manger, it re- provide, perhaps in one place, something For information on PCS cat options, call the Chicago Board of

Trade at 312-435 3674in Denver He submitted an amicus brief in quires me to work a lot harder," Mr Maat- that's a little clearer than some other cases,"
the case man said Management will have to desig- said David Weinstem, a partner and head of Source Chicago Board of Trade

Mr Feola said he is represent:ing three in- nate someone in charge of ADA compliance the labor and employment group at Wild-
lured police officers in a comparable case to keep track of what jobs are open, what man, Harrold, Allen & Dixon in Chicago
The federal Equal Employment Opportuni- jobs are vacant, and to make sure the com- "Courts that have not addressed some of

British Issues

ty Commission also filed a brief supporting pany is complying with the Smith ruling, he these specific points may very well look at Price P/E Div Yield 52-week
Mr Smith's argument said The company needs to "stay on top of this, because it is a reasonably comprehen-

Darold Killmer, a plaintiffs' attorney with that process," he said Companies pence pence % high-lowsive decision," he said

Tom Klein, an employer attorney with Or- Gdn Royal Exch 360 55 98 35 400 300

Bl's online discussion forum rick, Herrington & Sutcliffe in San Francis- Legal & Gen 170 21 7 36 26 237-162

co, said other courts may look to this deci- Royal & Sun 531 18 2 23 0 55 633-455

sion for guidance, particularly in describing
Visit Bl's Online Forum, which offers unmoderated discussion areas for the limits of an employer's duty to reassign Brokers

readers to exchange ideas or information on risk management, employee a disabled employee "It's good to have a
court that has taken the time to walk Lmbrt Fenchurch 87 70 57 83 9458

benefits insurance and miscellaneous other topics through" the issue, Mr Klein said JLT 252 107 120 63 252-166

The Online Forum is located at. .

Geneua M Smith us M:dtand Brake Inc, Note Pncesare June le closings, othernumbersfromJune 17

http //www businessinsurance com/forum/index html/ 10th U S Circu:t Court of Appeals, No 96-
3019 Source Nordby /ntemational Mc (nordby com) Boulder, Colo

Bi Industry Stock Report JUNE 14,1999, THROUGH JUNE 18,1999

BROKERS
Weekly Year to date Yeartodate Weekly Year to date Yeartodate Weekly Year to date Yearto date

Price %change %change High Low Vol (000) Price % change % change High Low VoHOOO) Price % change %change High Low Vol(000)

Aon Corp NYS 42 56 134 1388 5038 32.19 1850 CNA Surety NYS 15.19 1.25 167 1600 10.19 229 St Paul Companies NYS 34.25 340 2.14 4450 28 06 2974
E W Blanch Holdings Inc NYS 67 50 415 44.58 6800 34.88 965 EMC Insurance Groip Inc NOO 1088 5.43 14.71 1513 900 21 SCOR NYS 5038 -0.49 2250 7275 4800 30

Gallagher Arthur J & Co NYS 4900 195 1200 50.63 3488 130 ESG Re Limited NDO 1463 640 26.18 2388 1275 252 SAFECO Corp NDO 44.44 471 456 49.38 36 69 2072
Hilb Rogal & Hamilton NYS 21 63 429 1611 21.88 1538 49 Enhance Financial Services NYS 20.19 1.25 3326 3731 1731 511 SCPIE Holdings Inc NYS 2938 108 229 35.50 2369 NA
Kaye Group inc NDO 7.50 1.64 3 45 8.38 500 32 Everest Reinsurance NYS 3281 3.35 1056 43 50 28.75 687 Selbels Bruce Group NDO 5.25 1053 50.00 7.50 2.69 204
Marsh & McLennan NYS 7750 6.26 3108 8113 43 38 2808 Executive Risk Inc NYS 9013 729 67.29 92.88 35.50 139 Selective Ins Group NDO 1869 0.67 772 2463 16.69 369
Brown & Brown NYS 36.13 017 3.40 42 50 2931 30 EXEL Ltd NYS 58.06 011 1886 83.25 54 50 2033 Terra Nova Ins Co Ltd NYS 2688 0.70 1026 3500 21.25 216

BROKERS AVERAGE 171 1844 Fremont General Corp NYS 1894 -033 21.50 30.06 1650 287 Tokio Manne & Fire NDQ 58.00 252 149 6288 39.00 108

INSURERS/REINSURERS Frontier Insurance Group NYS 14.88 6.67 1900 24.00 1088 482 Torchmark Corp NYS 34 75 3.73 0.00 47.19 30 69 1434
Gainsco Inc NYS 4.06 299 35.64 806 3.94 85 Transatlantic Holdings NYS 7506 1.52 0.74 94.50 7250 361

ACE Lid NYS 29.13 1.97 1090 43.00 24 38 3432 Harleysville Group NDO 2025 0.62 2059 27.25 1700 140 Travelers Property Casualty NYS 3900 189 27 35 4575 24.13 873
Accel International Corp NDO 188 1667 37.50 338 1.50 26 HSB Group Inc NYS 41.06 000 2.18 5956 34.75 282 Trenwick Group Inc NDO 2838 4.62 10.28 4000 25.25 149
Acceptance Insurance Cos NYS 1513 0.82 2390 25.63 1206 173 HCC Insurance Ho dings NYS 21.06 059 24.35 23.19 16.00 579 Until American Corp NDO 1038 2.35 1003 1538 863 10
AEGON N V NYS 8050 102 3398 130.13 69.25 895 ING Groep N V NYS 55.50 3.74 902 7675 36.06 233 United Are & Casualty NDO 2625 -0.94 21.13 4150 22.25 32
Aetna Life & Casualty NYS 93.56 -0.40 1723 99.88 60.19 3556 IfC Holdings Ltd NDO 1988 0.93 1264 30.63 1738 146 Unitrin NDO 34.38 0.36 300 38.00 2788 225
AFLAC Inc NYS 49.56 630 1264 5675 25.13 3981 Hartford Financial Services NYS 60.44 255 8.29 66 44 37 63 1893 UNUM Corp NYS 58.50 075 2.40 6250 41.75 2968
Allmer,ca Financial Corp NYS 62.25 7.79 9.93 7525 3838 848 LaSalle Re Holdings Ltd NYS 1525 041 2606 39.19 1163 143 Vesta Insurance Co NYS 4 75 411 1739 27.38 338 262
Allstate Corp NYS 37.63 1.07 2.27 5238 34.75 12642 Lincoln National NYS 104.56 353 26.17 106.13 67 00 1796 Zenith National Ins NYS 24.75 1.80 7.03 2850 20.31 134
AMBAC Indemnity Corp NYS 57.50 256 4.07 65.94 4088 739 MAIC Holdings Inc NYS 2825 0.67 11.72 33.13 2325 90 INSURERS/REINSURERS AVERAGE 0.70 379
American Bankers Ins NDO 54.19 0.35 13 48 6131 30.13 1139 Mariel Corp NYS 18381 1.24 198 19300 13200 9

American Financial Group NYS 34.13 187 17.15 44.88 30.50 224 MBIA Insurance Group NYS 6581 135 075 8013 4606 1514 HEALTH MAINTENANCE ORGANIZATIONS
Amencan General NYS 7394 506 551 7900 5238 1512 Meadowbrook Insur Group NYS 1331 2.40 1839 31 50 1231 64 Foundation Health Systems Inc NYS 17.75 2.41 61.36 29.63 588 1063

American Heritage Life Ins NYS 24.13 4.32 0.26 26.69 1863 120 MMI Cos Inc NYS 1488 085 1086 23 44 13.75 87 Humana Inc NYS 1369 5.60 27.72 32.13 1006 3645
Amencan Indemnity/Fin I NDO 1425 2.70 34.12 1538 10.25 25 Mutual Risk Mgm Ltd NYS 36.00 1.20 5.11 43 25 2538 657 Oxford Health Plans NDO 18.00 6.19 28.57 2425 581 4510
American Intl Group NYS 121.88 667 25.16 134.00 64 88 11323 NAC Re Corp NYS 5263 1.64 12.72 6081 4369 748 Pacificare Health Sys NDO 88.06 208 23.16 98.13 53.75 120

American Safety Insurance NYS 844 4.26 11.18 1263 6.63 11 Navigators Group NDO 1425 0 87 6.56 1950 1325 33 Safeguard Health Enter NOO 300 9.09 1579 7.50 234 14

Argonaut Group NDO 26.75 2.15 11.46 3325 2125 181 NYMagic Inc NYS 1400 0.45 3293 2863 1200 63 Sierra Health Se/Ices NYS 1525 041 2695 26.00 1044 225

AXA UAP Group NYS 62.13 7.23 13.19 8025 38.25 444 Ohio Casualty Corp NDO 39.19 0 97 471 47 88 3375 222 United HealthGroup NYS 6688 412 5007 70.00 29 56 4978
Baldwin & Lyons Inc NDO 21.75 5.45 6.95 2600 1850 30 Old Republic Intl NYS 1775 -070 1720 31.25 1706 1107 Wellpoint Health Networks NYS 96.06 940 11.86 9606 50.50 2155
Berkley W R Corp NDO 24.88 269 2630 49 00 2350 432 Orion Capital Corp NYS 2963 064 24.40 5925 27.56 222 HMOS AVERAGE 0.19 13.07

Berkshire Hathaway Inc NYS 69900.00 2.24 234 8400000 57000.00 1 Partner Re Ltd NYS 37.38 170 1729 52.50 33.63 607 ALL COMPANIES AVERAGE 0.74

Capital RE Corporation NYS 1675 113 1438 38.19 11.94 226 Penn America Croup Inc NYS 1063 2.86 1486 1600 813 46

Capitol Transamerica Corp NAS 1488 -0.42 1590 22.75 13.31 39 PMA Capital Co poration NDO 20.56 061 511 23.75 1663 71

Centns Group Inc NYS 981 261 467 14.06 794 101 Philadelphia Cons Holding NDO 24.56 181 1559 2550 1863 210
Chanwell Re NYS 1388 220 40.32 3094 1325 195 PXRE Corp NYS 1781 0.35 29 46 3113 1600 151

Chubb Corp NYS 73 75 7.96 1357 8881 54.00 2409 Reliance Group Holdings NYS 700 2821 45.89 1981 681 4960
CIGNA Corp NYS 9550 234 22.83 9863 57.19 3445 ReliaStar Financial Corp NYS 42 00 2.28 615 5244 29.00 970
Cincinnati Financial Corp NYS 38.38 0.97 753 4188 3050 911 RenaissanceR€ Holdings Ltd NYS 37.25 132 3.11 4831 3000 51

Clligroup NYS 46.31 755 37 39 51.75 19 00 44213 Risk Capital Hcldings NDO 1563 2.34 2604 25.50 1200 87
CNA Financial Corp NYS 41.31 123 5.09 47.44 33.00 468 RLI Corp NYS 36.94 155 1067 45 63 2788 80

Top advancing issues Seibels Bruce Group, Wellpoint Health Networks, Safeguard Health Enter Leading decliners Reliance Group Holdings, Accel International Corp, Frontier Insurance Group Most active issue Ciligroup The 8/Index gained 2 7%, the
Dow Jones 30 Industrials gained 3 5%, the S&P 500 rose 3 8% and the NYSE Composite increased 2 8% Average P/E Brokers, 19 4, Insurers/reinsurers, 19 4, HMOs, 24 4

Source Nordbyinternational inc (nordby com), Boulder, CO
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