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Update-
Reliance rebuts M&M letter

concerning insurer's '91 results
NEW YORK-Reliance Insurance Co. is

downplaying a letter Marsh & McLennan
Cos. Inc. sent to Reliance policyholders de-
tailing its concerns about Reliance's 1991
results.

Several rating agencies apparently agree
with Reliance, indicating they have no
plans to change their current ratings.

In a letter dated May 28, Jack Foley, head
of M&M's market information committee,
expressed concerns over Philadelphia-
based Reliance's liquidity, the payment of

Continued on nezt page

Antitrust protection under fire
'The partyclaiming the
(a titrus)liTnmilly,nust
s w thatElatficials

ve undl|lakemthe

ermiheecifics of

setting scneme. The'Mere
potential for state
supervision is not;i98*l
adequate substitute for a
d cision b the state.'

I nt y M. Kennedy

Ruling could affect pending industry litigation
By STACY GORDON

and JUDY GREENWALD

WASHINGTON-The U.S. Su-

preme Court is chipping away at
insurers' protection from federal
antitrust law as it considers

whether to rule on the massive

antitrust case pending against
insurance industry defendants.

The high court ruled 6-3 on
June 12 to restridt the ability of
insurers to rely on a legal doc-
trine that provides businesses
immunity from antitrust law for
anti-competitive restraints of
trade that are "actively super-
vised" by states.

The court-in a ruling by Jus-
tice Anthony M. Kennedy-

Beinsurer proposal outlined
M&M, J.P. Morgan shop for investors
to fund property catastrophe facility

By DOUGLAS McLEOD While specializing in catastro-
phe reinsurance, Mid Ocean also

HAMILTON, Bermuda-Marsh may write catastrophe retroces-
& McLennan Cos. Inc. and J.P. sional coverages, quota-share re-
Morgan & Co. Inc. are mounting insurance of Lloyd's of London
an effort to raise at least $300 syndicates and other property/
million in capital for a proposed casualty business that appears
new property catastrophe rein- attractive, the draft memoran-
surer based in Bermuda. dum says.

Mid Ocean Reinsurance Co. It is unclear how widely M&M
Ltd. would provide excess-of- and Morgan have circulated the
loss catastrophe limits of up to memorandum among potential
$30 million per occurrence per investors or whether any have
reinsured, subject to an overall agreed to make the minimum $10
$250 million per occurrence limit million investment called for in

in geographical zones to be de- the draft.

fined by the company, according An M&M spokeswoman said
to a draft copy of a Mid Ocean the memorandum is "prelimi-
offering memorandum that Busi- nary" and "confidential" but de-
ness Insurance has obtained. clined further comment.

The draft memorandum, dated
June 9, notes that heavy -catas-
trophe losses in recent years have
boosted the demand for catas-

trophe reinsurance at the same
time that capacity has con-
tracted.

"Current market conditions

provide pricing levels which
should result in an attractive re-

turn to investors, due in part to
the small number of adequately
capitalized competitors in the
company's lines of business and
due also to the company's effi-
cient structure," according to the
rnerno.

Mid Ocean would be incor-

porated and licensed in Bermuda
but would not be licensed or op-
erate directly anywhere in the
United States.

This would free the reinsurer

Continued on page 4

Policyholder awa rded cover
despite failure to disclose HIV

By MICHAEL BRADFORD

DALLAS-The wording of a
health insurance policy applica-
tion is tripping up an insurer
seeking to revoke the coverage
it wrote for a Dallas man who

failed to disclose that he is in-

fected with the virus that causes

AIDS.

A federal judge in Dallas has
upheld a March jury verdict that
David T. Smith did not intend to

deceive Golden Rule Insurance

Co. when he did not indicate on

an application for $1 million of

health insurance that he had

tested positive for the human
immunodeficiency virus.

Mr. Smith argued that he did
not disclose his medical condi-

tion because questions in the ap-
plication pertaining to blood dis-
eases were vague and did not
explicitly ask whether he had
tested positive for HIV, which
causes acquired immune defi-
ciency syndrome.

The insurer, which had asked
the judge to overturn a jury ver-
diet, is now appealing the ruling
to the 5th U.S. Circuit Court of

Appeals in New Orleans.
While the language of a policy

application is more of a concern
for individual health and life in-

surance underwriters, it could be
a concern for employers and
group health insurers if an em-
ployee fails to enroll in a health
plan immediately after he or she
is hired, noted a spokesman for
the Health Insurance Association
of America.

New hires generally have an
allotted time during which to
join a group health plan. But, if

Continued on page 21

found that Montana's and Wis-

consin's insurance regulators
had not done enough to "actively
supervise" the amounts charged
by title insurers for title searches
and examinations.

As a result, Los Angeles-based
Ticor Title Insurance Co. of Cali-

fornia and other title insurers

cannot rely on the so-called state
action doctrine to protect them
from antitrust laws in connec-

tion with litigation filed by the
Federal Trade Commission.

The Ticor decision has at-

tracted nationwide attention be-

cause the state action doctrine

was cited by the federal judge
who dismissed the massive anti-

trust litigation filed against 32

insurance industry defendants
by 20 state attorneys general.
The defendants include major
U.S. insurers and reinsurers, the
Insurance Services Office Inc.

and the Reinsurance Assn. of

America, several London un-
derwriters and others.

The attorneys general allege
that the defendants engaged in a
boycott to manipulate the U.S.
liability insurance market during
the mid-1980s that forced ISO to

rewrite its general liability pol-
icy to exclude coverage for pol-
lution incidents and include a

retroactive date in the claims-

made version of the form.

But the insurance industry de-
Continued on page 23

Democrats

plan House vote
on health reform

By JERRY GEISEL

WASHINGTON-House Democrats intend to push a sweeping
new comprehensive health care reform bill along a fast track in
an effort to force the first-ever House vote on such legislation
by next month.

House Ways and Means Health Subcommittee Chairman Pete
Stark, D-Calif., plans to introduce legislation this week that
would give the federal government authority to set the maxi-
mum rates that hospitals and physicians could charge.

The legislation also would expand health care access for the
nation's 36 million uninsured by significantly expanding both
the Medicaid and Medicare programs.

The subcommittee plans to vote on the Stark bill next week,
and the full Ways and Means Committee is set to begin action in
early July, congressional committee staffers say. That would set
the stage for a House floor vote later in July.

During the debate on the House floor, votes would be allowed
on at least three alternatives to the Stark bill. Those alterna-

tives include a single-payer health care system as well as an
approach now being developed by several conservative House
Democrats that would encourage employers to use managed
care programs and establish health care purchasing coopera-
tives for small employers.

House Republicans also would be allowed to propose an alter-
native or substitute bill.

However, House Democrats do not intend to permit an
amendment that would establish a -play-or-pay" approach to
health care. That approach would require employers to ei-
ther offer a health care plan or pay a new federal payroll tax.

House support for the play-or-pay concept has dwindled, ac-
cording to congressional staffers.

These developments come after nearly two years, dozens of
congressional hearings and thousands of hours of discussions on
the myriad health care reform proposals that have been intro-
duced during the 102nd Congress.

"This is the first serious step in the House to produce a bill
that can pass," said Frank McArdle, a consultant with Hewitt

Continued on page 25
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Reliance rejects M&M concerns
Continued from previous page
dividends to Reliance's parent, increased underwriting losses, and
investments in subsidiaries and affiliates, among other things.

The letter focused on the $400.1 million in preferred and common
stock Reliance holds in broker Frank B. Hall & Co. Inc., which

currently is for sale (BI, March 30). These holdings represent 47.6%
of Reliance's policyholder surplus, according to a chart that accom-
panied the letter, which also says that Reliance's total holdings in
affiliated companies represent 143.3% of surplus.

Another element of M&M's "growing concern" with Reliance is the
fact that underwriting losses increased by 50% to $217 million last
year from $145 million in 1990. And these loss figures were aug-
mented by an increase in discounts on workers compensation loss
reserves of $180.4 million, the letter stated.

Also cited in the letter was the fact that between 1987 and

1991, Reliance paid a total of $723.5 million in dividends to its
parent, Reliance Group Holdings Inc. of New York.

A Reliance spokesman dismissed the letter, saying it came out of
a "normal annual review (M&M) does with all underwriters." He
said the issues brought up in the letter "have been dealt with."

"We remain on their list of approved carriers and we continue to do
business with (M&M)," said the spokesman.

M&M officials refused to comment.

A.M. Best Co., which in May affirmed Reliance's A - rating,
said the M&M letter contained nothing new. "Our rating takes
into account the positive steps Reliance management is taking in 1992
to reduce its ties to non-core business, especially Frank B. Hall," said
Jack Snyder, a Best analyst.

Standard & Poor's Corp., which in March lowered the com-
pany's rating to BBB + from A-, said Reliance's financial con-
dition was still "adequate."

Mutual Benefit impropriety seen
NEW YORK-Mutual Benefit Life Insurance Co. paid more than

$30 million in illegal subsidies to many of its agents, an audit
by the New York Insurance Department says.

The bulk of the improper payments-more than $27.6 million-
went to Mayer & Meyer Associates Inc. of New York, one of
Mutual Benefit's largest producers, regulators said.

Among other things, Mutual Benefit improperly paid the sa-
laries of agency personnel and the rent on agency offices, the
department charges.

Because Newark, N.J.-based Mutual Benefit is in rehabilitation, the
department said it will forego the $300,000 fine.

New York regulators say they are investigating whether Mayer &
Meyer violated insurance law by accepting the Mutual Benefit pay-
ments. New Jersey regulators already have filed suit charging the
agency received similar payments.

Mayer & Meyer officials could not be reached.

State safety laws pre-empted
WASHINGTON--States cannot enforce public safety laws that

conflict with federal workplace safety regulations, the U.S. Su-
preme Court ruled.

The court ruled 5-4 in a challenge to two Illinois laws that set
workplace safety requirements for solid waste handlers. The 1988
laws, designed to ensure public and workplace safety, are stricter
than Occupational Safety and Health Administration standards.

The high court ruled that the OSHA standards pre-empt the state
laws. The state "asserts that if the state Legislature articulates a
purpose other than (or in addition to) workplace health and safety,
then the OSH Act loses its pre-emptive force. We disagree," wrote
Justice Sandra Day O'Connor.

Allowing states to set their own requirements would create a
"conflicting patchwork that would frustrate OSHA's comprehen-
sive standards," said Eugene J. Wingerter, executive director and
chief executive officer of the National Solid Wastes Management
Assn., which brought the original lawsuit.

However, states still can implement tougher rules as part of state
workplace safety programs authorized by OSHA, the court said.

Huge toxic waste suit settled
HOUSTON-In what is believed to be the largest-ever settlement of

personal injuiy claims stemming from a toxic waste site, eight com-
panies have agreed to pay $207.5 million to some 1,700 people living
near the Brio Refining site in Houston.

The residents said they were hurt by chemicals that leaked from the
reclaiming plant, which closed in 1982 after being used by more than
a half-dozen chemical companies since the 19505.

Crum & Forster Inc. agreed to fund a $128 million settlement
by Farm & Home Savings of Nevada, Mo., which financed the
development of a subdivision near the site. Farm & Home has already
paid $32 million. Crum & Forster agreed to advance the money to the
S&L until its insurers make a final detemlination.

Monsanto Corp. agreed to pay $39 million. The St. Louis-based
company says it is insured for the amount and is litigating with its
liability insurers in state court in Delaware.

A Texas judge earlier ordered Crum & Forster, one of Monsanto's
Continued on page 26

Errors & omissions
• Los Angeles-based Managed Health Network Inc. was mis-

identified as Mental Health Network Inc. in a June 8 article on

employee assistance programs.

Lloyd's will not bail out
members facing losses

By GAVIN SOUTER

LONDON-Lloyd's of London
is refusing to bail out the ap-
proximately 6,000 members fac-
ing huge underwriting losses at
the troubled insurance market.

Lloyd's is, however, taking
steps to minimize members' fu-
ture losses.

Lloyd's expects to partially al-
leviate any future losses by eas-
ing the terms of a marketwide
stop-loss scheme to be funded by
members beginning with the
1993 underwriting year.

Lloyd's also will pass the hat
to brokers and underwriting
agencies, asking them to help
lighten the burden on members
with losses who apply to the
Lloyd's hardship committee.

However, Lloyd's decision did
not sit well with members.

Members' action groups-
which are challenging the huge
losses passed on to members
from various syndicates-
warned that a wave of litigation
is now inevitable. And one mem-

ber has collected 100 signatures
on a petition calling for an ex-

traordinary general meeting of
members to condemn the move

by Lloyd's.
In a letter to members late last

week, Lloyd's Chairman David
Coleridge said a working group
of the Council of Lloyd's had
considered several plans to assist
members facing large losses.

"Unfortunately, although a
number of possible schemes were
identified, the group felt unable
to recommend any scheme to the
council," Mr. Coleridge said.

Of the three principal plans
Continued on page 26

MEWA proponents say
Bush proposal on track

By MARK A. HOFMANN

WASHINGTON-The Bush

administration's proposal for re-
gulating multiple employer wel-
fare arrangements is winning
praise from supporters of the
controversial health care benefit

plans.
But those supporters still pre-

fer an earlier bill-H.R. 2773,
sponsored by Rep. Thomas Petri,
R-Wis.-to "The Multiple Em-

ployer Welfare Arrangements
Enforcement Improvements Act
of 1992" proposed by the admin-
istration. The administration

bill, introduced June 11 by Rep.
Petri, is the latest of several bills

focusing on MEWA regulation.
MEWA proponents also hold

that the administration's plan,
H.R. 5386, is far preferable to
two Democratic bills, S. 2843

and H.R. 4919, which would give
the states authority to regulate

all MEWAs, meaning they could
be prohibited altogether in some
states.

"We're in an odd quandary,"
said Frederick D. Hunt, presi-
dent of the Society of Profes-
sional Benefit Administrators in

Chevy Chase, Md.
The administration proposal

contains nearly everything the
SPBA has been seeking since the
enactment of the Employee Re-

Continued on page 27

NCCI blasts rate hike denials
Hager says states removing incentive to improve safety *

By MARK A. HOFMANN

WASHINGTON-State insur-

ance fegulators who deny work-
ers compensation rate hike re-
guests in effect grant subsidized
coverage to employers that ig-

nore safety, says a fornner state
insurance commissioner.

Without rate suppression, in-
surers could charge rates based

on loss experience and thereby
provide an incentive for safer
workplaces, according to Wil-

Excess/surplus specialists listed
Business Insurance will publish two directories in the Aug. 17

issue, which also will contain a Spotlight Report on the surplus lines
insurance market.

One directory will list underwriting managers, managing general
agents and surplus lines brokers. The second will list surplus lines
insurers and insurers that specialize in writing excess liability cov-
erages.

To be listed in the directory of insurers, surplus lines insurers
must write at least 50% of their gross premiums on a direct, non-
admitted basis; excess insurers must write at least 50% of their
volume or $500,000 of gross premiums in excess liability insurance.

There is no charge to be included in the directories. Companies
that wish to be listed must fill out and return a questionnaire pro-
vided by Business Insurance.

Companies eligible to be listed in either directory that have not
yet received a questionnaire should request one from Editorial As-
sistant Cindy Bloom at 312-280-3195.

The extended deadline for returning questionnaires is July 6.
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liam Hager, president of,
Boca Raton, Fla.-based National

Council on Compensation Insur-
ance and a former Iowa insur-

ance commissioner.

Regulators have approved rate
hikes that generated only about
half the total amount of addi-

tional premiums workers comp
insurers have sought since 1988,
he noted during a discussion of
rate regulation held June 9 in
Washington, sponsored by the
regulatory and legislative section
of the Society of Chartered Prop-
erty & Casualty Underwriters.

This rate suppression has led
to the explosive growth of resid-
ual markets, since many insurers
have refused to voluntarily write
workers comp coverage in cer-
tain states, he said.

These pools, which are funded
by assessments on insurers, lost
about $2.2 billion on $4.9 billion

of net premium in 1991, accord-
ing to Mr. Hager.

The existence of residual mar-

kets that provide coverage to
Continued on page 11
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Self-insured payers are advised to weigh the value of new med-
ical technology like magnetic resonance imaging with its costs.

Medical care

advances pose
tough decisions
for self.insurers

By CHRISTINE WOOLSEY

MINNEAPOLIS-Self-insured employers and group health
insurers increasingly are being asked to pay

GIJAA perimental therapies.
for costly new medical technologies and ex-

This type of care is adding significantly to
the cost of the nation's health care system. Yet little guidance is
available to help self-insured employers and commercial insur-
ers decide which procedures and therapies to cover.

Most self-insurers and insurers are using their own judgment,
pointed out Dr. Daniel Dragalin, a health care consultant with
Towers Perrin in New York.

When faced with a request to cover an expensive new technol-
ogy, payers must ask what additional value the new technology
offers over existing treatments, suggested Dr. Christine W.
Parker, assistant vp and medical director of Provident Life &
Accident Insurance Co. in Chattanooga, Tenn.

Dr. Dragalin moderated a panel that included Dr. Parker
and two other physicians at the 42nd annual Group Health In-
stitute sponsored by the Group Health Assn. of America Inc., an
HMO trade group.

The physicians discussed the types of new technologies, treat-
ments and drugs patients are requesting employers or insurers
to cover and the associated costs.

A second session on medical technology offered legal advice
to self-insured employers and insurers that are increasingly
finding themselves in court after denying coverage for proce-
dures they deem experimental.

Part of the problem payers face when confronted with a re-
quest to pay for an expensive new treatment is patients' belief
that if more money is spent on health care, the outcome will be
better, Dr. Parker said. "But, more does not mean better in
health care," she said. -People still get old and die. And, when

Continued on page 13
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Bush opposes role
in insurer regulation

By MEG FLETCHER

WASHINGTON-The Bush

administration

NAIC opposes pro-
posals pending
in Congress

that would give the federal gov-
ernment a role in regulating in-
surer solvency.

The administration is particu-
larly opposed to the concept of a
national guaranty fund, because
such a fund would eventually be-
come a burden to taxpayers, a
Treasury Department official
contends.

Proposals for a federal role in

solvency regulation are "prema-
ture," because the existing sys-
tem of state regulation ' appears
to have adequately handled'' tne
failures of several large life i,-
surers last year, said John C.
Dugan, assistant treasury secre-
tary for domestic finance.

In addition, the Nat)nal Ass.-1.
of Insurance Comm:ssioners'

"very aggressive" program of
state insurance depar:ment ac-
creditation should be given :ime
to work before Congress consid-
ers changes, he said during a
panel discussion at the NAIC's
summer meeting earlier this
month in Washington.

Thirteen states so far have re-
ceived NAIC accreditation.

In the interim, the Treasury
Department is supporting a bill,
H.R. 4731, sponsored by Rep.
Ben Erdreich, D-Ala., that calls
for the department to study in-
surer insolvencies in light of the
broad role insurance plays in the
national economy and to submit
recommendations to improve
solvency regulations.

That legislation was approved
last week by the House Banking,
Finance and Urban Affairs Com-
mittee.

Mr. Dugan's statement at the
Continued on page 25

COBRA notification ruling
Blues plan's effort to notify comatose beneficiary sufficient: Court

By MICHAEL SCHACHNER and requesting payment of over- Lincoln Public School System, to
due premiums, the administrator pay Delores Phillips' hospital

OMAHA, Neb.-A group met its COBRA obligations. bills.

health plan administrator met its As a result, Blue Cross & Blue Lawyers involved in the dis-
COBRA requirements by mailing Shield of Nebraska is not re- pute say the strange string of
a premium statement and bene- quired topay a $111,000 hospital events that led to a denial of
fits information to a woman even bill incurred by the comatose benefits by BC/BS makes this
though she was comatose and did woman. BC/BS cancelled her case unlike most other disputes
not personally receive the ma- coverage because she did not over notification required by the
terial, a federal appeals court continue to pay COBRA premi- Consolidated Omnibus Budget
has ruled. ums after her ex-husband had Reconciliation Act af 1985.

Affirming a 1991 district court registered her for the coverage. The case began Feb. 1, 1988,
decision, a three-judge panel for The ruling stems from a law- nearly two months after Ms.
the 8th U.S. Circuit Court of Ap- suit brought by Lincoln General Phillips divorced Roy Phillips,
peals last month unanimously Hospital. The Lincoln, Neb., hos- an employee of the Lincoln
ruled that by sending the woman pital sought to force BC/BS of school system.
formal notice that she was a Nebraska, the administrator of On that date, Ms. Phillips had
qualified COBRA beneficiary the health plan offered by the Continued on page 12

Non-network hospitals sue over higher copayments

State's PPO under fire
By SALLY ROBERTS

RALEIGH, N.C.-A North
Carolina health care plan is
coming under fire for penalizing
participants who use a hospital
system that is not part of its pre-
ferred provider network.

The North Carolina Attorney
General's office is appealing a
Wake County Superior Court
judge's decision to grant an in-
junction barring the state's self-
funded health care plan from re-
quiring plan participants who
use the non-network facilities to

pay a higher copayment.
The state last week won a tem-

Antitrust penalty uninsured
California court

finds state law

bars insurance

for intentional act

By LOUISE KERTESZ

SAN FRANCISCO-Policy-
holders facing civil damages for
violations of federal antitrust

law are stinging from a federal
judge's ruling that such damages
are not insurable under Califor-

nia law, which precludes cover-
age for intentional acts.

Even if the act that violates

antitrust law is not willful, poli-
cyholders cannot recover from

insurers because harm is inher-

ent in the act itself, ruled U.S.

District Judge Charles A. Legge
of San Francisco.

As a result of the decision, tug-
boat and barge operator Trailer
Marine Transport Corp. of Jack-
sonville, Fla., will not be able to
recover the $24.5 million it

sought from excess liability in-
surer Chicago Insurance Co.

Trailer Marine is considering
whether to appeal, said a spokes-
man for its parent, Crowley
Maritime Corp. of Oakland,
Calif.

Judge Legge's decision is the
first interpreting how California
law precluding coverage for
willful acts applies to commer-
cial insurance policies.

The decision also appears to be
only the second ruling in the na-
tion "directly on the question of
whether antitrust liability is co-
vered by a liability insurance
policy," the judge said in his de-
cision.

The other case is a 1979 ruling
by the 5th U.S. Circuit Court of
Appeals. Interpreting Alabama
law, that court also denied cov-
erage for court-awarded dam-
ages arising from antitrust viola-
tions. The 5th Circuit covered

Alabama at that time.

Not many coverage disputes
arising from antitrust cases pro-
ceed to trial because, as Judge
Legge noted in his decision, most
comprehensive general liability

Continued on page 12

porary stay of the injunction
pending its appeal.

The Superior Court judge
found June 9 that Carolina Me-

dicorp Inc.. which operates two
hospitals in Winston-Salem.
N.C., is likely to suffer "immedi-
ate and irreparable harm" as a
consequence of the state con-
tracting only with nearby North
Carolina Baptist Hospital, and
not with Carolina Medicorp's
Forsyth Memorial Hospital or
Medical Park Hospital.

In addition, the judge said the
state's health care plan would
"impose significant financial

penalties upon plan members
who use the services of Forsyth
and Medical Park."

Hospitals that participate in
the PPO are required to give dis-
counts of 5% on room charges,
8% on inpatient ancillary
charges and 5% on outpatient
services, according to David
DeVries, executive administrator
of the State of North Carolina

Teachers' and State Employees'
Comprehensive Major Medical
Plan in Raleigh.

The self-funded plan, which
was established by the General

Continued on page 21
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Bulls euphoria costs city
Property damage in Chicago from burning and looting-like
damage suffered by these Michigan Avenue shops that fol-
lowed the Chicago Bulls' NBA championship last week will
total at least $10 million, predicts the local Chamber of Com-
merce. More than 200 stores were damaged. Most, but net all,
of the businesses are insured, the Chamber believes.
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M&M proposal
Continued f'rom page 1
from U.S. insurance regulation
and liability for U.S. income tax
and branch profits tax. It still
would be subject to a 1% ex-
cise tax on reinsurance premi-
ums attributable to U.S. risks,
according to the draft of the of-
fering memorandum.

Mid Ocean also intends to

structure itself to avoid being
considered a controlled foreign
corporation under U.S. tax law.
This would relieve U.S. inves-

tors' of current taxation on their

pro-rata shares of the comFany's
insurance income.

Accepting business through
"independent reinsurance inter-
mediaries," Mid Ocean plans to
write in 1:hree areas:

• All-risk excess-of-loss prop-
erly catastrophe reinsurance, ex-
cluding war and nuclear contam-

ination risks, with a maximum

limit of $30 million per occur-
renee per reinsured.

Mid Ocean also would try to
cap its aggregate exposure to any
one catastrophe by imposing a
$250 million per occurrence limit
for each geographical zone, to be
defined by the reinsurer.

Policy and zone limits would
be subject to change based on
inflation and the level of Mid

Ocean's capital and surplus, the
memoran dum says.

• Proportional and excess-of-
loss catastrophe retrocessional
coverage, which Mid Ocean
would write in limited amounts

subject to a $50 million per oc-
currence limit for each geogra-
phical zone.

• Proportional reinsurance of
Lloyd's syndicates on risks other
than property catastrophe.

A Lloyd's task force recom-
mended in January that syndi-

The company 'will
endeavor to reinsure

syndicates with

significant histories
of success.'

cates be allowed to write 125% of

their premium limits subject to a
25% quota share reinsurance
placement with independent
reinsurers (BI, Jan. 27). The rec-
ommendation, if adopted, would
create an opportunity for Mid
Ocean to reinsure Lloyd's syndi-
cates, the draft notes.

The company "will endeavor to

reinsure syndicates with signif-
icant histories of success and

avoid syndicates which have had
less than favorable results," the

draft says.

Mid Ocean also might assume
syndicate liabilities from occur-
rences prior to the binding date
of the reinsurance contract, the
draft adds.

In addition to these three lines,
the reinsurer may also write
other types of property/casualty
business, though it would avoid
working layer casualty risks and
focus instead on high-layer ex-
cess casualty or clash coverages,
the draft memorandum says.

M&M and Morgan-which
previously teamed up to form
A.C.E. Insurance Co. Ltd., X.L.
Insurance Co. Ltd. and Centre

Reinsurance Co. Ltd.-are hop-
ing to raise at least $300 million
for Mid Ocean, according to the
draft memorandum.

M&M would receive an advi-

sory fee equal to 1.2% of the
gross proceeds of the share sales,
along with options to buy non-
voting shares in an amount equal

to 7.2% of Mid Ocean's outstand-

ing voting and non-voting com-
mon shares.

Morgan would receive a place-
ment fee of 0.8% of the proceeds
of the stock offering and options
to buy non-voting stock equal to
4.8% of Mid Ocean's outstanding
shares, according to the draft.

J.P. Morgan Investment Man-
agement Inc. and The Putnam
Advisory Co. Inc., an M&M unit,
would serve as Mid Ocean's in-

vestment advisors.

KPMG Peat Marwick in Ber-

muda would act as auditor, while

Conyers, Dill & Pearman in Ber-
muda and Cahill, Gordon &
Reindel in New York would be

legal counsel.
Initial reaction to the potential

new market was mixed.

"This is an extremely volatile
deal," said one reinsurance bro-
ker who asked not to be identi-

fied. "They will either make a lot
of money, or they are going to
lose everything.

Mid Ocean would be writing
catastrophe reinsurance and re-
trocessional limits totaling $300
million per zone, the broker
pointed out. This one-to-one
ratio of exposure to capital and
surplus represents an ''extremely
aggressive business plan," espe-
cially since Mid Ocean's capacity
would most likely attract large
ceding insurers that are all ex-
posed to the same losses, he ob-
served.

In addition, while demand for
catastrophe capacity is still high,
pricing is already starting to slip
in some areas and could decline

rapidly over the next year if the
market escapes new catastrophe
losses, said one reinsurer official
who requested anonymity.

The official added, though,
that major catastrophe losses
this year could also send rates
rocketing upward again.

"It's a super-volatile class," he
observed.

AIG units

to assume

custom

reinsurance
NEW YORK-A new Ameri-

can International Group Inc.
unit arranges custom-designed
property/casualty and life/
health reinsurance programs
that are then assumed by AIG
insurance companies.

AIG Reinsurance Advisors

Inc., which was officially
launched this month, is work-

ing with international reinsur-
ance brokers to try to devise
tailored stop-loss, shortfall and
surplus relief reinsurance pro-
grams for ceding companies.

"It's not our intent to be a

broker," said Joseph Umansky,
president of AIG Re Advisors.
"Our goal is to work with bro-
kers to come up with unique re-
sinsurance plans for ceding com-
panies of all types. There's a
growing demand for custom-
structured reinsurance that's.

stable and long-lasting," he ex-
plained.

Business procured by AIG Re
Advisors is then assumed by
various AIG insurers, Mr.

Umansky said.
Transatlantic Reinsurance

Co., in which AIG holds a 47.2%

stake, will not write the busi-
ness. he said.

-By Michael Schachner



Willit cost your company
your company?

Ready for one of the most difficult challenges ever to confront
corporate America? One that's estimated to cost up to $400 billion.

New FASB regulations will force companies to measure and post
as a debittheirhealthexpense obligation to current andjitture retirees.

The effect ofthis new

liability onyour financial
statements could be

enormous. In fact, some
corporations could see
profits cutby as much as
25%.Andnowisthe

time for you to address it
We canhelp. We offer

actuarial, retirement and
healthbenefits expertise.

We can correctly assess
your current situation.

And help you better
prepare for the future.

We will do everything
from measuring your
expense and liability to

evaluating plan redesign alternatives and advance funding options.
The endresult: we'11 help youminimize the financialimpact ofthese

regulations and still enable you to remain responsive to the benefit
needs of employees. Write or call Mark Lynch, CIGNA Employee '
Benefits Services, Dept M-50, Hartford, CT 06152, (203) 725-2186.

After all, the clock is ticking.

We getpaid for results?
CIGNA
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HMOs receive nod of respect from AMA
After nearly a century of effective use of their health care said Jim Doherty, president of the In a telephone interview, Dr Todd

staunchly opposing the concept of Benem be- dollars GHAA m Washington And, while admitted that his comments at the
prepaid group health care practices, "Another obvious advantage of Mr Doherty hailed Dr Todd's com- conference constituted an acknowl-
the nation's largest medical asso- HMOs and other managed care ar- ments as positive and appropnate, edgment of reallty and were not a
clation is beginning to pubbely ac- the AMA, said that organlzed medi - rangements is that they afford he also labeled those comments "plowmg of new ground "
knowledge the contnbuttons HMOs cme has for too long failed to recog- today's physicians a wider choice "anti-climactic" in that they only "But more importantly, I'd like
and other managed care arrange- nize the legttimacy and benehts of m how they can prachce medicme," confirm what the rest of the health to emphamze that we have a huge
ments have made to the health care HMOs and group practices said Dr Todd With the advent of care Industry had known for some problem to solve in our health care
dellvery system Furthermore, Dr Todd said the HMOs, physicians can choose either time system, and it makes no sense for

In a recent speech to a major AMA lS prepared to be a leading to enter pnvate prachce or to work Dr Michael McGarvey, managmg the AMA to continue holdmg to an
HMO trad6 group, an American player in the health care debate directly for the HMO, he said director of Alexander & Alexander ideologcal schism with the HMO
Medical Assn ofhcial said HMOs "We have been slow in recogniz- Observers say Dr Todd's remarks Consulting Group Inc 's Health industry," Dr Todd said
and other types of prepaid programs ing and acceptmg these modes of are a radical departure from the Strategies Group in Lyndhurst, NJ, -By Michael Schac/me
have helped to hold down health practice This failure was based on AMA's pubhc positions since group- said Dr Todd's speech Indicates that
care costs while simultaneously pro- traditional beliefs and conventional based medicine flrst began m the the AMA has been forced to give re- AIDS claim surveyvldlng employers with more free- wisdom which, as we all know, is early 1900s allty its due "With these comments,
dom of choice and physicians with sometimes more conventional than "The AMA has for a long time organized medicine is basically ack- AIDS claims are not talang a toll
more latitude in how they set up wise," he said held much animus against the idea nowledgmg the reality of the situa- on U S health Insurers, although
practices "Managed care is helplng m the of prepaid medical services It op- bon A large number of patients are the total claims cost for 1990 ex-

In his June 8 speech to the Group battle to hold down rising health posed the HMO Act of 1975 and has voluntanly selecting HMO coverage, ceeded $ 1 billion, according to a
Health Assn of America Inc, Dr care expenditures, and it allows em- been committed to the status quo m and they're doing so without signift- survey by benat consultant Milll-
James S Todd, executive vp vmth ployers to shop around for the most terms of fee-for-service medicme," cant adverse effects," he said man & Robertson Inc

Seventy-two percent of 140 life,
health and disability msurers sur-
veyed early this year reported that
acquired immune deficiency syn-
drome and AIDS-related medical

1'
claims accounted for less than 1% of

-

.. '09 '< ' •Y %>ele*4. .4. total claims costs And, more than
"

76% reported that AIDS-related dis-
ability claims accounted for less

. >r 3., r ' R ge . than 1% of total claims costs
.&1-

"The AIDS epidemic has not
A. v 'I . I *i * overwhelmed the pnvate Insurance

9 system as predicted," said Timothy
F Harms, a consulting actuary with

27 " .r Mllliman & Robertson m St Louis
The number and size of AIDS-re-

lated claims have not increased as
,

greatly as Insurers had expected,
said Mr Harms

8 3,4*Et For example, the American Coun-
2-:10 33*b cil of Life Insurance had pro]ected

.,1

" $18 billion in AIDS-related life,
**S

4 i
health and disability claims for

--3rt 1990, but the group's 1990 survey of
AIDS claims paid put the total at

't. $12 bllhon
-A

" 3'.,
*r

4,/

"«'+ t'i:

' I  'I duration of an AIDS-related medi-1, :<32 ,
2 . cal claim was 237 years in 1991,

costs averaged an estimated $67,943
*f'Y. The average duration of AIDS-re-

lated disability claims was 2.07
:/ years, with an average estimated

-'1 cost of $20,017, they reported

6 Only 14 3% of Insurers surveyed*.

.A.
I , reported a need to Increase reserves

r

.C m their 1991 statutory statements
r- agamst future AIDS-related claims

-.i
64 "

The rest said reserves were conser-
4 . A.A.Al X.

vative enough to cover the addi-
tional risks or that AIDS repre-

-f

sented 11ttle or no rlsk m terms 01
e the types of coverage offered

eD
At present, 37% of the insurers

A m I@*REfl A A B B surveyed said they exclude medi-
cal coverage for AIDS, while 75%

I.
4

..4 said they place coverage limitations
on AIDS claims

-4 2 , dll ' 6:61 No insurer reported excluding
AIDS under any type of disabil-

Today's employee health care system is shot full of holes. Unnecessary surgical tty pohey and only 09% impose hm-
itations on the amount paid for

procedures, extended hospital stays, inappropriate diagnostic testing over-utilization of AIDS-related disability claims, the
survey found

psychiatric and substance abuse benefits, code gaming and the rubber stamping of claim However, Mr Hams pointed out,
"Insurers have become more conseri

payments can seriously drain a company's profits. vative in their underwriting" of

Insurers that address only one or two of these problems won't stem the flow.
AIDS cases More than half of the

insurers surveyed cited blood testing

At ITT Hartford, we take a total approach to cost containment. Managed care as an "effective means of reducmg
AIDS claims," he said

networks, utilization management (including psychiatric and substance abuse review), And, insurers now require blood
testing on individuals who have

hospital bill audits, health care provider profiling and careful attention to mon- smaller amounts of medical and dis-

ability coverage, Mr Hams noteditoring and managing claims are all part of our process. Many insurers never used to impose

Everybody's plugging cost containment these days. The ITT Hartford quirement or only tested individuals

difference is a strategy that's as comprehensive as it is conscientious. with very large coverage amounts,
he explained

For a program that hotels water, talk to us. ITT HARTFORD The survey was mmled to 432 U S
We/health insurers with at least $20

j milhon in annual premiums
Free copies of the survey are

available from Miirnan & Robert-

ForThe Best In Life-And Health. son Inc, Suite 2202,720 Obve St,
St Louis, Mo 63101

-By Chnst:ne Wootsey
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ECS Qualit··
Now in a $ 10 Million Quantity !

D
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ECS Underwriting ami Reliance National announce new $10 million limits

on Environmental Liability Coverage.
In response to continued industry demand, ECS Underwriting through Reliance
National has raised the coverage limits on all environmental liability and related
policies to a full$10 million.

For years we've been building our business by introducing new products
and expanding services to meet the changing needs of a growing industry.
And our commitment is reflected in our track record ....

1980

1986

1987

1988

1989

1990

1991

1992

First to develop a comprehensive Environmental Insurance Program
for American industry.

Environmental program expanded to include Contractors Pollution
Liability coverage.

$5 million limits on Auto Liability including Pollution Coverage and
MCS-90 endorsement.

First to introduce Consultants Environmental Liability Program, bridg-
ing the gap between Contractors and Consultants Pollution Policies.

First to introduce First Party Pollution Cleanup Policy to the market-
place.

Increased limits on all Pollution Policies.

Property coverage introduced as part of Environmental Insurance
Program.

New limits of $10 million on all Environmental and Related Liability
Policies.

9

A

More than ever, ECS stands ready to assist and protect environmental
business better than anyone else in the insurance marketplace. It's all part of
our continuing tradition of serving the business that made our business what it
is today. And watch for more major developments in 1992.

Call(800) ECS-1414 for more information on our new $10 million
coverage limits. A lot of coverage - from a lot of company.

ECS THE CHOICE

Underwriting, Reliance National
Inc.

An ECS Company

Environmental insurance protection for American industry.

OFFERING: Pollution Legal Liability, Contractor Pollution Liability, Consultants Environmental Liability, Professional
Liability, First Party Pollution Cleanup, General Liability, Automobile Uability and Property.
PROTECTING: Transporters of hazardous waste/materials, treatment, storage and disposal facilities, contractors,
consultants, landfills, lenders, generators, manufacturers, and many other classes of business.

One East Uwchlan Avenue, Suite 300, Exton, PA 19341. Or call(800) ECS.1414 (In PA (215) 2694731), FAX (215) 524-5354
These programs are undenwitten by P/anet Insurance Company. Philad*hia, PA, a memberof the Reliance insurance Group. © 1992 92-11-LTS-6/22
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Opinions

Let's make a deal. . .Not!
66'1AKE THE MONEY AND RUN" was a great

Woody Allen movie, but it's not the best way to
resolve an insurance coverage dispute.

Yet that's just what a growing number of policy-
holders are doing, as New York Bureau Chief Stacy
Gordon reported in last week's issue. They are agreeing
to ask judges to vacate pro-policyholder rulings in cover-
age disputes in exchange for either a bit more money
from the insurer than the court awarded or a promise
that the insurer will not appeal.

In the majority of these cases, the judge has agreed to
vacate his or her ruling.

On the surface, it appeans that all sides win: The
policyholder recovers more money than it would have
under the court decision alone, and the insurance com-
pany rids itself-and other insurers-of a nasty, pro-pol-
icyholder precedent that could come back another day to
haunt the insurance industry.

But, in reality, policyholders are losers when such
deals are made. Policyholders litigating with their insur-
ers over coverage issues depend on pro-policyholder ju-
dicial precedents to back their arguments. If these prece-
dents are wiped off the books through so-called private
settlements, it will be more difficult for policyholders to
prove their arguments in court.

Even the policyholder that winds up settling for addi-
tional money could end up on the losing end of the deal.
The company could find itself in a similar coverage dis-
pute years later-without the help of the precedent in
the earlier case.

If enough private settlements are made in a hotly
disputed area of coverage litigation, like pollution
cleanup coverage, the record will show an overwhelming
number of insurer victories. In short, individual policy-
holders will have won many battles, but as a group they
will have lost the war.

While some attorneys argue that courts exist for
the benefit of litigants and, thus, the parties to a lawsuit
should be able to resolve their dispute in any manner-

Letters

*H ILCE*froff-
&TJPNESS *!SUM'Ice €42

A

l. y
including wiping a ruling off the books-we steadfastly
disagree. The U.S. justice system, which is based on case
law, exists for the benefit of all Americans. Erasing judi-
cial precedents to benefit a single policyholder-at the
expense of many others-is not a correct use of the
civil justice system,

In fact, businesses that are calling for civil justice re-
form are nothing more than hypocrites if they tie up a
courtroom for weeks or months, only to discard the
judge's ruling for a few additional bucks.

Of course, we are not so naive to think that com-
panies will not act in their own best interest-and
in many cases that means recovering the maximum
amount of dollars. However, companies must weigh their
decisions very carefully before they scheme with an in-
surer to toss pro-policyholder court decisions into the
wastebasket.

<Attack' on RIMS chapters was unwarranted
To the editor: After reading the edi-

torial, "Praise RIMS for Taking Stand"
(BI, June 1), I felt compelled to write to
express my disappointment with the
non-professional journalistic attack on
certain chapters of the Risk & Insur-
ance Management Society Inc.

Granted, the press has the right to
editorialize, but with that right also
goes responsibility. The editorial ap-
pears to be a veiled attempt to suppress
a member of a society from expressing
an opinion or objection. You have
taken an issue of debate among mem-
bers of a society, RIMS, and ridiculed
the members who speak out.

The editorial states: "If the executive

council had to consult its 89 chapters
every time it issued a policy statement,
RIMS would never take a timely stand
on issues important to risk managers."

The statement is in direct contrast to

remarks that Paul S. Brown, RIMS'
director of government and public af-
fairs and general counsel, made to an-
other publication. Mr. Brown stated
that "RIMS' positions usually start at

Business Insurance welcomes let-

ters from its readers. Please keep
your comments as brief as possi-
bte. We reserve the right to edit
tetters for clarity or space. We will
not publish unsigned letters. Send
your comments to Letters to the
Editor, Business Insurance, 740 N.
Rush St., Chicago, ILL 60611-2590.

the level of the society's committees,
which consist of member volunteers.

The committees are designed to give
the pulse of the membership." Then the
position is typically submitted to the
society's 20-member executive council,
which is elected by the RIMS board of
directors to run the society, Mr. Brown
said. The position on federal solvency
regulation proceeded in the opposite
way than it usually does, Mr. Brown
said. "Here the momentum came from

the executive council and then got the
full support of the governmental af-
fairs committee," he said.

With these statements

pulse of the membership" and "pro-
ceeded in the opposite direction" and
with the haste in which this decision

was taken, I would certainly think a
RIMS member has a right to object
without being criticized by an editorial
and ridiculed by a cartoon. I might
suggest that you research the entire se-
ries of events before you jump to a
conclusion.

In the past I viewed Business Insur-
ance as avery professional publication,
but now I'm left with a doubt.

John R. Rath

Risk Manager
Milwaukee County, Wis."to give the

Providers hold all the cards

in health care system debate
To the editor: The discussion con-

tained in the May 11 article "Free Mar-
ket May Be Dead, But What Lay
Ahead?" is based on the assumption
that America's health care system is a
free market. It is not.

Health care is an extremely subjec-
tive topic, and the providers hold all
the cards when it comes to determining
demand for their services. After all,
when one is ill, the main concern is
feeling better. Such an ill-defined re-
sult offers wide latitude to the provider
in choosing and administering treat-
ment.

To compound matters, the natural
constraint on supply-a limit to what

consumers are willing or able to pay-
has been obviated by a third-party
payer system that effectively isolates
the consumer of health care from the
cost of the services consumed.

The root cause of our health care

system's major deficiency, spiraling
costs, is the result of a market that has

broken down. The first-and by no
means only-step toward reforming
our health care system is to reintro-
duce the consumer of health care to the

provider of health care and, more im-
portantly, to the provider's rate card.

David Albanese

Stamford, Conn.
Letters continued on next page
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Letters

Students need exposure to industry
To the editor: Kudos to Michael R.

Hubbel for his June 8 letter en-

couraging risk management and in-
surance education on our college
campuses. The Houston Chapter of
the Risk & Insurance Management
Society Inc., specifically its past
presidents' council headed by Willa
White of Tenneco Corp., has been
actively involved with this issue.

Agent prefers
national license

To the editor: The May 25 arti-
cle "Agent Regulation Reform Plan
Fails," which concerns multistate li-
censing of agents, touched on a very
delicate issue. I am sure insurers
would rather deal with each state

than be subject to national regula-
tions. But multistate licensing puts
agents in a very inconvenient situa-
tion.

One of my company's clients is
a major national group health care
account with employees in many
states. If an employee contacts me in
regard to obtaining individual med-
ical insurance because of termina-

tion, I am required to become li-
censed in that state before I can

offer the employee an individual
policy.

Although life insurance regula-
tions don't seem to be as specific as
health regulations, I do not feel
comfortable, when writing a life in-
surance application, stating that I
met the terminated employee at the
corporate headquarters in Connecti-
cut in order to avoid the licensing
requirement in the state in which
the former employee lives.

My estimate is that my company
maintains life, health and variable
life licenses in about 10 states. Not

only is this a time-consuming matter
to keep track of all of these licenses,
but it also is a tremendous expense.
I feel an obligation to serve the
needs of my clients and their em-
ployees, but often the cost of a li-
cense exceeds the amount of com-
mission.

Although I may come to odds with
insurers, a nationally recognized li-
cense would be preferable from an
agent's standpoint.

Richard P. DuiTy
Duffy Associates
Ridgefield, Conn.

Singapore changes
don't affect captives

To the editor: The March 30

article on Singapore's captive in-
surance industry stated "the
minimum solvency margin for
offshore business, including cap-
tives, remains unchanged: $1
million Singapore or 20% of net
premiums or loss reserves."

I would like to clarify that the
solvency margin does not apply
to captives. This new margin,
which becomes effective Dec. 31,
1991, is applicable only to the
offshore insurance fund of gen-
eral insurers. Professional rein-

surers and captives are not af-
fected by the new enhanced
solvency margin.

The solvency margin require-
ments for captives are un-
changed: Captives are only re-
quired to maintain a solvency
margin of $1 million Singapore
and ensure assets equal liabili-
ties.

Luz Foo

Insurance Commissioner's

Department
Monetary Authority

of Singapore
Singapore

Mrs. White and her committee

have met with John Ivancevich,

dean and Cullen professor at the
College of Business Administration
at the University of Houston. The
purpose was to acquaint Mr. Ivan-
cevich with RIMS and also to en-

courage the university to add insur-
ance and risk management courses "
to its curriculum.

It is inconceivable that any college
or university offering either bacca-
laureate or graduate degrees could
award a business degree to an indi-
vidual who has not had the most

elementary or cursory exposure to
our profession and industry.

Steven B. Steinberg
Vp-Risk Management Services

Sedgwick James of Houston
Houston

What's

the

Word?
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MARKET

STIMULUS: Market changes have
caused insurers to take a cautious

approach to many energy dsks.

HOME
RESPONSE: "The mafet may be
changing, but Home is wide open
for business. We're writing on-shore
property coverage for petroleum,
chemicals, mining, coatings, plas-
tics and electrical generation.

Business Insurance, June 22, 1992 / 9
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"Our market is North America
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City wins $23 million for asbestos removal
By EILEEN P. GUNN discovered Health Department about the U S Gypsum says it will ap-

Both U S Gypsum and its in- U.S. Gypsum argued dangers of asbestos products peal the Baltimore verdict, but it
BALTIMORE-U S Gypsum surers appealed the January 1991 "The nature of the hazard of has to wait until after phase

Corp will appeal a Jury verdict decision Both sides are currently that 'the materials did asbestos was not perceived as it three is concluded, even though
awarding the city of Baltimore submitting briefs to the Illinois not impose any harm is now," said Hampshire's co- it is not involved in the second or
$23 2 million from it and two Intermediate Appellate Court counsel Peter Talliafarro, also third phases of the trial
other defendants for the costs of Asbestospray Corp , a now-de- in their current state, ,

with Thomas, Libowitz. Hampshire is involved in phase
removing asbestos from city- funct manufacturer of asbestos a spokesman says. Precautions were taken to pro- three of the suit, but rather than
owned buildings products formerly based in New tect workers and passersby while waiting to file an appeal, lt

The June 5 state court verdict Jersey, was hit with $83 million the products were being in- wants the Issue of its liability
marks the first time a large city in compensatory damages and $2 stalled, "but it was generally be- settled immediately
has been able to recover the costs million in punitive damages The the city lieved that once (asbestos prod- Hampshire also intends to file
of removing asbestos from nu- company stopped operating in However, U S Gypsum argued ucts) were in place, they were a countersuit against the as-
merous city-owned buildings, in- 1973, and its attorneys could not that "the materials did not im- OK," he explained bestos manufacturers for "al-
cluding police headquarters and be reached for comment pose any harm in their current The Baltimore verdict is the leged failure to warn about de-
several schools Hampshire Industries Inc, a state," according to a company first phase of a three-phase trial sign defect," Mr Lynott said

The verdict includes $17 2 mil- Baltimore-based company that spokesman In the second and third phases, Mr Talliafarro explained
lion in compensatory damages installed the asbestos-containing Hampshire contended that issues concerning the cost of re- "The manufacturer has access to
and $6 million in punitive dam- products, was assessed $718,000 when the products were installed moving asbestos from boiler the full range of scientific
ages in compensatory damages The m the late 1960s through 1971, lt room equipment and floor tiles knowledge about a product,

Chicago-based U S Gypsum's company has sufficient liability was no more aware than the city will be litigated which the installer does not " I
share of the damages amounts to insurance to cover the Judgment,
$8 8 million in compensatory said Robert Lynott, lead counsel
damages and $4 million in puni- for Hampshire with Thomas, Li-
tive damages bowitz in Baltimore Pension protected in bankruptcy: Court

A spokesman for U S Gypsum However, Hampshire plans to
says the asbestos manufacturer ask the court to overrule a por- WASHINGTON-Creditors are not entitled to ble non-bankruptcy law to refer only to "spend-
is fully insured for the award, in- tion of the Jury's verdict relating a bankrupt individual's pension benefits, a un- thrift trusts" established under state law Under
cluding the punitive damages to lt or to order a new trial Mr animous Supreme Court ruled last week that interpretation, only pension plans that
portion Maryland law allows Lynott said lt doesn't make sense The ruling is a victory for employers as well as qualify as spendthrift trusts under the relevant
coverage for punitive damages to hold the installer of the as- beneficiaries because it eliminates a threat to the state law would be excluded from the property

Insurer attorneys estimated bestos-containing materials tax-favored status of pension plans of a bankruptcy estate
last year that from the late '6Os strictly liable for a defect in a "The court's conclusion in favor of plan par- Spendthrift trusts are used to limit access to
until 1971, U S Gypsum self-in- product ticipants is very much welcomed," said Mark funds Parents, for instance, might set one up for
sured the first $1 million of its In its lawsuit, originally filed Ugoretz, president of the ERISA Industry Com- a child to limit the amount of money a child
liability risk The insurer attor- in 1984, the city of Baltimore ar- mittee, a Washington-based benefits lobbying could withdraw from the trust
neys also estimated that the com- gued that asbestos-containing group representing large employers But the high court said that nothing in Section
pany purchased between $50 materials used in its buildings, "Before this decision, plans were forced to liti- 541 limits its scope exclusively to state law
million and $100 million in ha- including plaster and ceiling gate against every bankruptcy trustee that de- "Plainly read, the provision encompasses any
bility coverage each year during tiles, would require continual manded access to plan assets," he said relevant non-bankruptcy law, including federal
that period (BI, Jan 21, 1991) monitoring because of their poor The Justices ruled that shielding pension bene- law such as ERISA "

U S Gypsum is currently liti- condition if they were left in fits from creditors "gives full and appropriate At the same time, pension benefits qualify for
gating with its insurers over cov- place And in several instances, effect to" the Employee Retirement Income Se- protection from creditors if the plan includes a
erage for asbestos property dam- the materials had to be removed curity Act's goal of protecting pension benefits standard ERISA requirement that says a partici-
age claims in state court in by law Federal legislation The justices also said that pension benefits pant's benefits generally may not be attached or
Illinois passed in 1979 requires asbestos- qualify for special treatment under Section 541 assigned to another party, the court said

In January 1991, a trial court containing materials to be re- of the Bankruptcy Code Under that section, The court ruled in a case involving a $250,000
held that asbestos in buildings moved from school buildings assets protected under "applicable non-bank- pension benefit promised to the former president
constitutes property damage, but In addition, the police depart- ruptcy law" are not considered estate assets and of a Virginia furniture company who filed for
the court also limited liability ment will need to relocate its are thus safe from creditors personal bankruptcy
coverage to the policy period headquarters because of chronic Several lower courts have interpreted applica- -By Jerry Geisel
during which the asbestos was asbestos problems, according to

Quayle adviser decries litigation trends
By MICHAEL SCHACHNER dollar ludgment from a big "The legal system has gone to Not only are disgruntled cli- widely accepted that they were

firm," said Mr Howard the ludicrous extreme where all ents pulling the litigation trig- overzealous advocates," he said
NEW YORK-Lawyers and ac- Another reason for the in- (lawyers and accountants) fall ger quickly, but the federal gov- Kaye Scholer allegedly with-

countants have become the tar- crease in large verdicts against short and all must pay damages ernment, which never used to held information from Lincoln
get of excessive litigation be- firms lS that "accountants are for these shortcomings," said pursue such cases, also has Savings & Loan Assn, encourag-
cause clients see them as deep perceived by most people to be Walter Olson, author of "The jumped into the act ing it to enter into several bad
pockets after business deals fail, the watchdogs of America, and Litigation Explosion " The book "The government has 176 real estate deals The law firm
according to a top adviser to Vice their fiduciary duty is supposed discusses why major accountants claims filed against lawyers and had collected $13 million in fees
President Dan Quayle to be to the public," said Philip and law firms like Price Water- accountants" related to savings related to these transactions

If the recent trend of multimil- Lacovara, managing director and house and Kaye, Scholer, her- and loan failures "and even Government regulators sued the
lion-dollar damage awards general counsel with Morgan man, Hays & Handler are getting though there's little chance the law firm for ltS alleged role in
against large firms continues un- Stanley Group Inc in New York, hit with Jury verdicts in excess of government will recoup what it'S contributing to the failure With-
checked, lt lS likely that at least who also spoke as part of a panel $250 million for negligence putting into these cases, lt'S out admitting wrongdoing, the
a few large law and accounting discussion law firm settled the case for $275
firms may be forced to cease op- Similarly, Mr Lacovara added, million

erations, said John Howard, society generally equates lawyers 'People feel these consultants are the ones To stem the overflow of law-
counsel to Mr Quayle with the police "Even if a law- suits, Morgan Stanley's Mr La-

Mr Howard, speaking at a yer is acting just in an advisory closest to the deal and thus have some liability. covara suggested that the legal
Manhattan Institute luncheon in role, the public believes they're It's also a matter of public relations. There's a system adopt a principle under
New York earlier this month, supposed to come in with affir- which the loser of a court case

clear PR angle to winning a multimillion-dollarsaid lilted clients and even the mative responses aimed at pre- pays all fees "This would cer-
federal government more fre- venting damage " judgment from a big firm,' says Mr. Howard. tainly stop frivolous suits that
quently are attempting to hold According to Mr Howard, have little to no chance of being
lawyers and accountants respon- these large Jury awards even- won "

sible for misguided business en- tually will lead to Mr Lacovara also recom-
deavors, because it is generally • A reduction in the overall "We have reached the point moving ahead," said Glenn Yago, mended that the theory of Joint
believed that these firms are the number of practicing lawyers where plaintiffs don't even have a professor of economics at the and several liability be abolished
ones holding the bag of money and certified public accountants to lose money to sue For them to State University of New York at in the Jurisdictions where lt lS
when deals go up in smoke • Higher fees for clients in sue, it's sufficient if they didn't Stony Brook accepted today

These suits generally stem order for lawyers and CPAs to make as much as they thought "It's this abrupt change of Mr Olson said an answer to

from services or counsel pro- offset their increasing profes- they should," said Mr Olson, focus that can fuel the litigation the problem of uncontrolled liti-
vided by accounting or law sional liability costs who agreed with Mr Howard frenzy," he added gation could be to establish stan-
firms, in the form of audits, as- • An unwillingness on the part that soon legal and accounting Mr Howard agreed that gov- dards of wrongfulness and to
sessments of financial health or of lawyers and accountants to services will be harder to find ernment regulators are now com- create guidelines that would
advice on potential business accept certain types of high-risk and significantly more expen- ing after big firms with more re- govern who can sue over what
deals clients, like financial institu- sive sources and commitment issues However, he predicted

"I think it's a case of following tions "There's no comfort even for f'The administration feels that that such guidelines could only
the money People feel these con- • Fewer new strategies being the innocent. Partners are being the old system of finding liable come about through a constitu-
sultants are the ones closest to introduced by attorneys and forced to pay damages out of parties for the nation's financial tional amendment
the deal and thus have some lia- CPAs due to the fear that inno- pocket, and many times these disasters was moving along too Charles Morin, a senior part-
bility It's also a matter of public vative methods may fail and suits originate from events that slowly at too high a cost But ner with Dickstein, Shapiro &
relations There's a clear PR leave them susceptible to a law- occurred before they even be- we're not out to get everyone Morin in Washington, moderated
angle to winning a multimillion- suit. came partners," said Mr Olson With Kaye Scholer, I think it is the panel discussion .



Rate suppression
Continued from page 2
many employers at unrealisti-
cally low rates discourages some
mployers from taking adequate

safety precautions, because they
have no financial incentive to do

so, he said.

"Unsafe employers are being
subsidized to the tune of $2.2
billion as a result of rate sup-
pression," Mr. Hager said.

"Doesn't this raise a ques-
tion?" he asked. "How many
lives in this country have been
lost? How many quadriplegics?
:ow many paraplegics?"
Another social cost of rate sup-

pression is reduced capacity and
availability of workers comp in-
surance, Mr. Hager said.

Orin S. Kramer, president of
'rinceton, N.J.-based Kramer

Associates, a financial services

industry consultant, also ques-
tioned the desirability of rate
regulation.

Mr. Kramer pointed out the
political dimension of rate regu-
lation. "Political accountability
can be deferred indefinitely" as
long as voters do not draw a con-
nection between insurance rates

held artificially low by regula-
tors and the availability prob-
lems that have occurred in some

lines of insurance at various

times.

Like Mr. Hager, Mr. Kramer
listed the negative consequences
of regulatory rate suppression.
The lists had many items in com-

'Unsafe employers

are being subsidized
to the tune of $2.2

billion,' says

Mr. Hager.

mon, not the least of which was
removing incentives for safety in
the workplace.

Mr. Kramer also noted the

subsidization of high-risk poli-
cyholders by low-risk policy-
holders, calling attention to the
subsidization of urban drivers by
their suburban and rural coun-

terparts.
Rate suppression also reduces

the incentives for insurers to op-
.erate in a given state and causes
a contraction in the types and
number of products and services
insurers offer, he said.

And, in a study of workers
comp and private passenger auto
insurers conducted last year for
the insurer-supported Insurance
Information Institute in New

York, Mr. Kramer found that
rate suppression has been a fae-
tor in some insurer insolvencies

(BI, Nov. 25, 1991).
But, during a question-and-

answer period, J. Robert Hunter,
president of the National Insur-
ance Consumer Organization in
Alexandria, Va., challenged the
notion that rate suppression was
a key factor in numerous insurer
insolvencies.

He asked the panelists to name
three insurers that became insol-

vent as a result of rate sup-
pression.

The only insurer the panelists
could name as they adjourned
was Employers Casualty Co. of
Dallas, which Texas regulators
ordered earlier this year to stop
writing new business (BI, April
13, Feb. 17).

Rate regulation was defended
by Martin M. Simons, chief prop-
erty and casualty actuary and
director of the property/casualty
division of the South Carolina

Department of Insurance.
He noted that regulators are

not charged just with keeping
rates low, but also with ensuring
that rates are adequate and not
"unfairly discriminatory."

Mr. Simons pointed out that
regulators and insurers do not
always use the same techniques
to judge rates.

"It doesn't mean a regulator is
a rate suppressor if he uses a dif-
ferent formula than the filer,"
he said.

Michael A. Walters, vp and
principal at Tillinghast, a
Towers Perrin unit in New York,
spoke about the impact of regu-
lation on the private passenger
auto insurance market in se-
lected states.

John S. Benton, director of
government affairs for Woodland
Hills, Calif.-based Transamerica
Insurance Co., moderated the
discussion. I
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Antitrust damages
Continued from page 3

policies are not worded as broadly
as Trailer Marine's.

Insurers also often settle before

reaching that stage, said antitrust
attorney Richard C. Weisberg with
Latham & Watkins in New York.

But, since Judge Legge's decision,
"we have had quite a few phone
calls from attorneys around the
country," said Kurt Micklow, a law-
yer for Chicago Insurance.

There appears "to be a fairly large
number of cases currently pending
in which companies are trying to
obtain liability coverage for anti-
trust judgments and settlements,"
said Mr. Micklow, a partner in San
Francisco with Rice, Fowler, Kings-
mill, Vance, Flint & Booth.

"There seems to be somewhat of

a new trend for companies to at-
tempt to obtain coverage" for dam-
ages resulting from antitrust viola-
tions with the help of "creative
lawyers," he said.

But California and many other
states bar coverage for intentional
wrongdoing by policyholders.

"We find that Judge Legge's opin-
ion should help settle the law in this
area and make it clear to companies
around the country that business
torts such as antitrust violations are
intentional and willful acts" that are

not insurable, Mr. Micklow said.
The decision shows "a company

must be very careful to have ade-
quate, fully developed corporate
(antitrust law) compliance pro-
grams, because if they don't, they
may incur big damages which they
will have to pay for themselves,"
Mr. Weisberg agreed.

The underlying antitrust action
against Trailer Marine was filed in
federal court in New Orleans in July
1986 by Zapata Gulf Marine Corp.
The New Orleans subsidiary of
Tidewater Inc. is a predecessor in
interest to the now-defunct Ameri-
can Caribe Lines Inc.

Zapata charged that Trailer Ma-
rine, as well as SeaLand Service
Inc. and the Puerto Rico Maritime

Shipping Authority, violated the
Sherman Act from 1983 through
1985 by engaging in predatory pric-
ing in a conspiracy to drive Ameri-
can Caribe out of business. The de-

fendants were involved in shipping
cargo between Eastern Seaboard
ports and Puerto Rico.

SeaLand paid $1 million to settle
the charges, and a court ruled that
the Puerto Rican shipping authority
had governmental immunity.

In March 1990, a jury ordered
Trailer Marine to pay Zapata $47
million, which included attorneys'
fees and interest. Subsequently, Za-
pata settled for $45 million.

Trailer Marine wanted to appeal
the judgment, but its outside counsel
failed to file the appropriate appeal
and the case could not proceed, said
the Crowley Maritime spokesman.
Trailer Marine sued its counsel for

malpractice, and the attorneys set-
tled for about half of the cost of

the underlying settlement. Trailer
Marine applied that settlement to-
ward the antitrust damages.

Then Trailer Marine sued its pri-
mary liability insurers for 1983-85
and separately sued Chicago Insur-
ance. Beacon Insurance Co., Crow-

ley's Bermuda captive, wrote $1
million of primary limits in 1983-84.
National Union Insurance Co. of

Pittsburgh, Pa., an American Inter-
national Group Inc. unit, wrote the
same primary limits for 1984-85.
Chicago, an Allianz A.G. Holding
unit, wrote $19 million of coverage
excess of $1 million in both years.

But shortly before Judge Legge's
decision, a federal court in San
Francisco ruled that Trailer Ma-

rine's primary policies did not cover
claims for antitrust damages.

Trailer Marine based its cover-

age claim against Chicago Insurance
on the fact that the antitrust judg-
ment resulted in a loss of profits.
Beacon's manuscript policy con-
tained "broad insuring language" in
which the insurer agreed to cover
the " 'loss of or damage to property
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or other thing" and "loss of...prof-
its,' " Judge Legge noted.

"Most printed forms of compre-
hensive general liability policies
limit property damage coverage to
physical loss or physical injury. The
insuring agreements of these policies
are obviously different, and the dif-
ference explains why the issue of in-
surance coverage for antitrust liabil-
ity under comprehensive general
liability policies arises in this case
but has not arisen frequently in the
past," Judge Legge wrote.

But, he noted: "The policies con-
tain a relevant exclusion. They do
not provide coverage for liability for
property damage 'caused intention-
ally by or at the direction of the as-
sUEd."'

Chicago Insurance moved for
summary judgment on the basis of
that exclusion. The insurer noted

the California insurance code pro-
hibits coverage for losses caused by
a policyholder's willful act. And, the
state civil code states "all contracts

which have for their object, directly
or indirectly, to exempt anyone for
responsibility for his own fraud, or
willful injury to the penson or prop-
erty of another, or violation of law,
whether willful or negligent, are
against the policy of the law."

Trailer Marine argued that cover-
age is not excluded unless there is
proof of intent to cause injury.

But Judge Legge followed a 1991
California Supreme Court ruling
that the court "does not require a
showing of specific intent to cause
injury if the harm was inherent in
the act itself."

However, even if Trailer Marine's
"interpretation of California law
was correct-that is, requiring a
specific intent to injure-the ver-
diet of the jury under the antitrust
law established even that degree of
intent," Judge Legge added.

There is a substantial body of case
law interpreting both criminal and
civil code provisions, but not in the
context of business-related losses,
the judge wrote.

"Typically, the issue comes up
when you have a plaintiff who suc-
cessfully prosecutes a civil action
against a child molester and ob-
tains a judgment and then proceeds
against the home-owners insurer or
other personal liability insurer of
the defendant," Mr. Micklow said.

.

Thliter Marine Transport Corp. us.
Chicago Insurance Co; U.S. Dist,ct
Court for the Northern District of
California, No. C-91-3751-CAL

COBRA notice ruling
Continued from page 3
an accident that caused her to lapse
into a coma. She was hospitalized at
Lincoln General. Two days later,
aware that his ex-wife had been

hospitalized, Mr. Phillips notified
the school system of his December
divorce and requested COBRA
forms for his ex-wife.

Mr. Phillips then elected COBRA
coverage for Ms. Phillips and, with-
out informing his comatose ex-
wife's guardian, paid one month's
premium on her behalf, which effec-
tively made her eligible for benefits.

BC/BS was not told that she was

hospitalized at Lincoln General.
And 12 days later, BC/BS mailed
to her home address an identifica-

tion card, an explanation of bene-
fits and a notice that her January
premium was paid, but the next two
payments were delinquent.

January was the first month co-
vered because COBRA requires that
benefits begin the month after pre-
vious coverage ended. Because Mr.
and Mrs. Phillips were divorced in
December, COBRA coverage began
the following month.

In its suit, the hospital argued
that simply sending this package
of information did not constitute

formal notification. However, the
federal courts disagreed, ruling that
by mailing these documents, BC/BS
met its obligation to notify a quali-
fied beneficiary.

"After Blue Cross mailed the ID

card, benefits information and pre-
mium statement to Mrs. Phillips'
residence, it was up to her guard-
ians to receive it and act upon it,"
said Geoffrey Pohl, an attorney with
McGrath, North, Mullin & Kratz in
Omaha, which represents BC/BS.

Further compounding the situa-
tion was the fact that on the same

day BC/BS sent its package to Ms.
Phillips' house, Lincoln General
called BC/BS to check the status of

her insurance.

According to court papers, a BC/
BS employee ran a computer check
on Ms. Phillips and told the hospi-
tal that she was indeed covered.

However, the employee did not
say that Ms. Phillips was in a "grace
period" pending payment of her
overdue February premium. The
employee also didn't mention that
Ms. Phillips' coverage was due to
lapse at the end of February and
that the premium already paid
would be applied retroactively to
coverage for January.

Lincoln General argued that BC/

BS was equitably estopped from
denying coverage because the hos-
pit:al had relied to its detriment on
what it now contends was a mis-
stated fact. Lincoln General insisted

that the BC/BS employee realized
she was providing false information,
and failed to correct it.

"Had the hospital known that Ms.
Phillips' coverage was going to ex-
pire, it would have paid the pre-
mium itself and just tacked it onto
the bill," said James Zalewski of
Erickson & Sederstrom, the Lincoln
law firm representing the hospital.

However, the court ruled that

there was no proof that the BC/BS
employee knew anything more than
the fact that Ms. Phillips had cover-
age on that date.

In fact, the appellate court placed
the onus on the hospital to obtain all
possible information because it
knew of Ms. Phillips' condition.

"Blue Cross did not know Ms.

Phillips was in a coma, though the
hospital of course did know it. The
hospital could have inquired about
the (payments), and perhaps it
should have done so in view of the

patient's incapacity," the court said.
"Equitable estoppel requires that

one party be harmed by a blatant
misstatement of fact. The Blue Cross

employee simply said what she
knew, which was that Ms. Phillips
had (coverage)," said Mr. Pohl.

The hospital's attorney, Mr. Za-
lewski, said he has filed a motion to

have the case reheard by the full 15-
member 8th Circuit.

"We hope to get the ruling over-
turned because it contradicts an

11th Circuit ruling that is some-
what similar," he said.

Earlier this year, the 11th Cir-
cuit ruled that an insurer was pro-
hibited from enforcing a coverage
waiver because it failed to include

in a COBRA notification package
plan documents that were under-
standable enough to help guide a
person to select coverage or not.

Regardless of any review of the
8th Circuit ruling, Ms. Phillips, who
emerged from her coma about six
weeks after entering the hospital,
will not have to pay the $111,000
bill. She had assigned her legal
cause of action to Lincoln General

in exchange for a release from the
charges she incurred.

Lincoln General Hospital vs. Blue
Cross & Blue Shield of Nebraska,·
8th US. Circuit Court Of Appeals;
No. 91-1777NE.
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New technology the pain admissions were map- i
propriate " S=-r :-

Continued from page 3 Dr Dragalin pointed out that ----
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you look at the relationship be- reimbursement requests for new

. tween health spending and medi- drugs also lead to controversy 3*ZE=.L'= 1--.;,1=.al= 17/ 1' Al &'==1= .--

cal outcome, many times you New drugs are truly increas-

find the less you spend on simple mg the quality and quantity of
procedures, the more value you life," said Dr Henry Blissen- MARKET "With The Home behind you,you'llget " bach, president of Diversified

Dr Parker said some of the Pharmaceutical Services Inc, a STIMULUS: "Fear of ying" has be competitive with the most
new technologies patients are Bloomington, Minn -based pro- made some producers shun busi- sophisticated direct writers ofeager to try may not be safe or vider of pharmacy service to
effective "And the use or misuse health maintenance organiza- ness with corporate aircraft. general aviation hull and liability
of these services will increase tions "But developing new drugs coverages. And Home will take
costs and lead to bad outcomes " costs money, and this has payers HOME

But, "Medical care and tech- throwing their hands up " ) · on liability risks up to $10 million.
11

nology is big business, and if Dr Blissenbach sees the con- RESPONSE: You
there is a new technology avail- troversy over drugs heating up in

DAVID HOLMGREN

Asst Vice President

'able, we'll use it," Dr Parker the future "Payers are asking, - (212) 530·3733
said 'How do I know if I'm getting will provide the gen- gll-

When Provident is faced with a value for my prescription drug eral aviation cover-
request to pay for a new technol- dollar?' " And, they will increas- age and expertise

HOME INSURANCE
ogy or treatment, it looks at how ingly be faced with questions
far the new treatment has made about approved drugs being used the account requires. SPECIALTY LINES DIVISION
it through the approval process, for non-approved uses-espe-
Dr Parker explained New tech- Continued on next page

nologies go through several
stages before they are accepted
by the medical community ex-
perimental, investigative, prom-
ising and accepted Anticipating Risks Requires Strategy.

The insurer also has identified

some of the providers that are Squaring off against the competition s more challenging than ever That's why advertising in Wis a smart
most likely to use costly new
technologies, including imaging move. Because you can capture the attention of the most influential subscriber base in the
centers, cancer treatment cen-

ters, and rehabilitation and pain industry - corporate insurance buyers .. financial and administrative executives, risk and insurance
management centers managers, benefit managers . insurance and rensurance company executives, agents and brokers,

When payers look at the enor-
mous expense associated with I. and a myriad of service providers They rely on 8/ for editonal coverage unequalled in depth,
certain diagnostic tests, tt ls easy clarity and insight.
to understand why they want to

4·ft » ...,

B/'s upcoming Risk Management Mid-Year Market Report mil examine what effect
6

Medical technology f'*-' ht \ tightening in the catastrophic reinsurance and retrocessional markets Is having on the
is'big business, and .n overall marketplace. Editors will interview insurers, brokers, reinsurers, surplus lines officials

if there is a new , and risk managers to survey the market line-by-line to report where prices are goingi> - 2#

technology, we'll use F 4.

it,' says Dr. Parker.
.% It's a safe bet that industry influentials, who are searching for better, cost-effective

%4. strategies to evaluate, avoid and respond to nsks, will be eagerly awaiting

514.4. Bl's Risk Management: Mid-Year Market Report And VieY\\ use
.5 «re

make sure the tests are abso- ie Blk Annual D,recto,y ofA#emat,ve Facd,Des detailing how to gain access to the
1*.-6..lutely necessary and will do more

than less expensive treatments facility... nsks underwritten ... and much more.

will, Dr Parker said £-/ W<AMF.
For example, the machine used So reserve your ad space today. Because advertising In

for computerized axial tomo- A,-- tt45)*TY "-r'g,_- 71.Ed*15:-'5)®
graphy tests-or CAT scans- .· - 1--Irs-.ALT#Zid,jA

Business insurance is the right move to
1- 1

costs up to $1 2 million, while
L each test can run about $500, Dr , 3011-"L-,GAS,i,31:-3-,L .418- , make when the stakes are high.

'40 - L4+4*,asg -
Parker said Machines for mag- 47#=-1/81:4(_-1,
netic resonance imaging-MRI-

7#1-

*62,/f#fl ti»-cost about $2 5 million, and each 47-7.--- L r-=-=kE.+r4S**1G *7tests runs about $1,000 And ma- 10"' 1611*I,c frit,- f 7324.12-'6:#3ji ' /<"6h, Risk Management:
chines used to perform positron
emission transaxial tomography 2'2;St@*je:s,€* 125 "- Mid-Year Market Report
tests-or PETT scans-cost

4t

about $4 2 million, with each test . i#4-h:7AE'·1,JZ41"e
running about $2,000

"Does everyone need one of
.. . ii Yl,.,1--7 « 'I . Publishing: July 13
-. _

these test?" Dr Parker asked 1 r

"We have places in the country -*e Ad Closing: June 30
where if you have a history of
heart disease, (some facilities) f

will automatically tell you to

come in to get one of these tests
-without a doctor's suggestion
to," she said "Without medical e:.

guidelines about when to use .B. .

these tests, they may be overused
'hor misused "

Dr Parker also noted that .·-

AIDS patients are increasingly
requesting Provident to pay for
experimental treatments, even
though the treatments have not .r..Y€*4.»-' -

improved outcomes Cancer pa-
tients also are requesting relm-
bursement for "clinical trials"

performed by for-profit cancer
treatment centers Clinical trials

typically involve procedures that
have not been proven effective

Rehabilitation and pain man-
agement centers also are eating a New York: 212/210-0228 · Fax 212/210-0704
larger chunk of the health care Chicago: 312/649-5276 · Fax 312/280-3189

Business
dollar and should be scrutinized .4 - t

Insurance®
Los Angeles: 213/651-3710 · Fax 213/655-8157

4:wy, a publial,on of Crain Communications Inc
carefully, Dr Parker said "Our
utilization review program found
that 50% of rehab admissions

were unnecessary, and 90% of
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New technology plained
But, now "these suits are no Tort system assailedContmued from previous page longer about anti-neoplaston

cially in connection with the therapy to be delivered in a Ba-
AIDS epidemic hamian clinic," the lawver said Professor backs malpractice laws based on strict liabilityMental health therapies also "More often they are ab6ut high-
are creating controversy, said dose chemotherapy with autolo- By CHRISTINE WOOLSEY The current fault-based system May 6 issue of the Journal of the
Dr Tracy Gordy, a neuropsy- gous cell rescue to be provided of liability, which focuses on the American Medical Assn, urged
chiatrist and medical director at by prestigious American univer- MINNEAPOLIS-The current personal negligence of individual that the findings "be looked at in
Shoal Creek Hospital in Austin, sities and medical centers " tort system physicians, is unacceptable, Dr perspective A major reason that
Texas Mr Johnson suggested, among

"The technology in mental other things, that payers keep GWAA does not effec- Hiatt maintains Risk of lawsuits today's care is so hazardous lS
tively deter is driving too many physicians that advances in medical science

health lS really in the drug area the investigational exclusion in medical mal- out of certain practices, like ob- have made possible bolder Inter-
for the moment This lS the area their policy contracts separate practice or compensate injured stetrics ventions (and more favorable
you as payers will have to look at from the medical necessity patients, a professor of medicine But, Dr Hiatt said, a no-fault outcomes), often in more fragile
carefully," Dr Gordy said clause, since some therapies are maintains medical malpractice system-in patients Therefore, the conse-

Many 11ln esses, like de- experimental and medically nec- Although the medical liability which all patients are compen- quences of errors are likely to be
pression, are now considered or- essary and others are experimen- insurance market lS stable, phy- sated but no one is held respon- far more serious "
game illnesses and are being tal but not medically necessary sicians are still bothered by fre- sible for the injuries-is "unre- Many doctors say patients
treated by drugs rather than "Don't let the trial be a battle quent lawsuits and the accom- alistic " And such a system bring too many malpractice
psychotherapy, he explained between expert witnesses," who panying hikes in malpractice would raise questions about how suits, and that most are 111-

And, some mental disorders will debate the medical necessity insurance rates, he said to encourage doctors to prevent founded To test the validity of
can now be detected by diagnos- of experimental procedures, he And, the tort system-which injuries, he added those beliefs, researchers col-
tic tests like electroencephalo- said requires patients to prove negli- Instead, Dr Hiatt advocates a lected all tort claims filed by
graphies-or EEGs-so payers Instead, by keeping :he lan- gence to collect any damages- system based on strict liability New York patients in and after
should not be alarmed if they see guage separate, the determining creates inequities Many patients Strict liability, as now applied in 1984 and matched them with
claims for these types of tests, he factor in deciding whether a pro- with inluries not caused by pro- the product liability context, findmgs of neghgent inlury dur-
said cedure is excluded will be vider negligence suffer losses as makes manufacturers liable for ing the same year, Dr Hiatt ex-

An increasing number of law- whether or not lt has been scien- great or greater than those of the all defective goods they produce plained
suits challenge payers' denial of tihcally approved victims of negligence, yet are en- without requiring users of those When the researchers matched

coverage for treatments based on In addition, Mr Johnson said titled to nothing goods to show that the manufac- all patient claims against their
experimental and investigational payers should clearlk define Now physicians are increas- turer was negligent hospital files, they found evi-
exclusions, said Thomas E John- what constitutes investigational ingly seeking to change medical Like no-fault, a system based dence of physician negligence in
son, an insurer attorney with or experimental therapy and list malpra ctice law, said Dr on strict liability would compen- only 17% of the claims, Dr Hiatt
Baird, Holm, McEachen, Peder- a set of criteria so that failure to Howard H Hiatt of Harvard sate all inJured patients, he said explained And, in 60% of the
sen, Hamann & Strashelm in meet one criterion means failure Medical School Dr Hiatt and his colleagues claims "we couldn't find evi-
Omaha, Neb, during the second to qualify for coverage Various groups, including the also favor shifting legal and fi- dence of a medical injury at all "
session Jeff Lerner, vp of strategic American Medical Assn , are nancial liability from individual Meanwhile, "We found that of

Until recently, "the policy ex- planing for Emergency Care Re- seeking radical changes to the physicians to the institutions about 3,800 claims opened in
clusion for experimental and in- search Institute, a private sector malpractice system, he pointed with which they are affiliated 1984, about 1,900 will be paid,"
vestigational procedures was technology assessment center in out at the recent 42nd annual Such a system would aim to give he said "But during that time,
used primarily to protect third- Plymouth Meeting, Fa , dis- Group Health Institute The institutions incentives to moni- we saw 27,200 adverse events,
party payers against the occa- cussed how new technologies are meeting was sponsored by the tor themselves and to implement 9,500 resulting from negligence
sional odd-ball or maverick med- approved and the costs involved Group Health Assn of America prevention programs That means for every claim paid,
ical therapy," Mr Johnson ex- in the approval process • Inc , an HMO trade group And, like the workers compen- 15 negligent injuries took place

sation system, the strict liability And for every claim paid, five
medical malpractice system very serious injuries took place "
would require the patient to give The researchers concluded,
up the right to Sue in return for therefore, that "a small fractionA =6-
guaranteed compensation of patients who are injured bring

Dr Hiatt, along with a lawyer claims to the system and are

COLORADO ASSOCIATION OF CAPTIVE ENTITIES and an economist, recently un- compensated And, a very small
dertook a study to look at some proportion of patients who bring
of the basic questions policy- claims to the system are injured

CACE INVITES YOU TO ATTEND makers need answered before at all "

deciding whether or how to The study also attempted to
ITS SECOND ANNUAL CAPTIVE CONFERENCE change malpractice laws quantify the costs of medical in-

The Harvard Medical Practice ]uries, including costs associated
Study attempted to quantify how with lost wages, household ex-

JULY 22-24, 1992 - THE WESTIN HOTEL - DENVER, COLORADO many medical injuries take place penses and patient care "Overall
and how many are the result of costs totaled about $20 billion
negligence, the relationship for all patients," Dr Hiatt said

Sessions include: Captive Insurance Basics, Captive Domicile Comparison, Current Tax among injuries, malpractice "About $35 billion was the re-
Issues, Captive Management, RRGs, Fronting, and other NAIC Issues, Captive Reinsurance, claims and litigation, the costs of sult of adverse medical out-

injuries to patients and society, comes," he notedCaptive Implementation, Employee Benefits in a Captive, What My Captive Has Done For Me.
and how those costs are affected "The malpractice system is de-
by the malpractice system signed to deter negligent behav-

Speakers include many nationally-renowned specialists and consultants The study cost approximately lor and compensate inlured pa-
$4 million, $36 million of which tients," Dr Hiatt said "But it's
was provided by New York state not possible to measure howRegistration Fee· Members $175 Mail or fax registration to: Michael Murphy, RiskCap

Non-Members $225 or for further information, 1571 Race Street, Denver, CO 80206 "The state's legislators agreed to much deterrence takes place "
hold back on any reform until Clearly, the system is not pre-Exhibitors $350 contact: Phone: (303)388-5688

Fax: (303)388-5585 our study results were released," venting bad outcomes or large
Dr Hiatt said damage awards, he said "We

The researchers found that 2 6 desperately need alternatives to
million people were hospitalized the tort system, because it is not
in 260 different acute care, non- serving us well "
psychiatric hospitals in 1984 Al- Dr Hiatt and his colleagues

Editorial Editonal Index Service 0*Ii,w= A:Su,-•c most 100,000 of those people ex- recommend allowing hospitals
220 East 42nd Street, New York. NY 10017 perienced a "medical injury," and other health care organiza-

Index Please send me the following index(es) and out of that group, 27,000 tions to offer patients compensa-
Full Index Service at $100* 0 1992 suffered from a "negligent medi- tion for medical injuries in re-
Softcover edihons at $100* each cal inlury," the study found turn for a waiver of the common

01986019870198801989019900 1991Serviee Furthermore, of those with a law tort liability of the hospitalHardcover editions at $150* each
medical injury, 9,000 suffered and its providers0 1981 0 1982 0 1983 0 1984 0 1985

• foreign postage additional permanent or severe injuries, Such legislation would require
TOTAL ENCLOSED $ and more than 13,000 died, Dr that compensation cover full

T he Busmess Insurance Editonal Index Service PAYMENT MUST ACCOMPANY ORDER - Hiatt pointed out More than half out-of-pocket medical expensesdirects you to all news reports and feature articles O Visa O Mastercard O Optima O Amencan Express of those deaths-6,985-were at- not covered by insurance, 80% ofpubhshed by Busmess Insurance newsmagazme 0 Check Enclosed (payable to Business Insurance) tributed to medical negligence net lost earnings up to 200% of
T he annual service Includes 3 quarterly reports and a Account # Exp Date More patients died during vas- the state's average earnings
1 cumulative annual volume In addition, article cular surgery than during heart, level, plus specified payments for

citations between pubhcation of quarterly reports are neurosurgery or general opera- loss of enloyment of life asso-Signature
available from BI's Information Centers in New York tions, the researchers found Ty- ciated with different physical
and Chicago. Complete alphabehcal and chronological pically, the more complicated the impairmentsName

listings by company, person, subject and geographic procedure, the greater the risk of The program would cover all
locabon enables you to access data quickly and injury, Dr Hiatt explained The injuries suffered by the hospi-Title
accurately.

Phone

study also found that almost 20% tal's patients, even those caused

T of all injuries were related to by non-employee physiciansake advantage of this Company

cost effective tool and drug administration with admitting privileges Hos-

fill out the coupon today or
Business

Address The Harvard study confirmed pitals could charge physicians on
call 212/210-0137 Insurance that medical care is a risky en- their staffs a fee in exchange for

terprise, Dr Hiatt said But he their being relieved of personal-=- - LD State ZIP
and the other researchers, in the tort liability, Dr Hiatt said I



National health could save

billions in administration
By CHRISTINE WOOLSEY

MINNEAPOLIS-Proponents
of Canada's

GWAA tem maintain

health care sys-

that a similar

single-payer program in the
United States would be much

less costly to operate than the
current U.S. health care system.

The savings in administrative
costs would be more than ade-

quate to extend coverage to all
Americans, they add.

Estimates of the U.S. health

system's administration costs
have been made by the Congres-
sional Budget Office, the General
Accounting Office and several
independent research firms, but
the figures vary widely.

A lot of confusion and debate

surrounds the question of how
much money is spent on health
care administration and, more
importantly, how much less
would be spent if a single-payer
system were adopted, said Mar-
sha Gold, senior health re-

searcher at Mathematica Policy
Research Inc. in Washington.

Administrative costs have be-
come the central issue in the de-

bate over how the health care

system should be reformed, said
Ms. Gold, who also moderated
the session of the Group Health
Assn. of America Inc.'s 42nd an-

nual Group Health Institute con-
ference June 7-10 in Minneapo-
lis.

"There is an assumption that
there are a lot of unnecessary ad-
ministrative costs" in the U.S.

health system, Ms. Gold ex-
plained. "There is some effort to
get rid of those costs without
changing the system" through
uniform billing systems, for ex-
ample, she said.

Many people feel adopting a
Canadian-style health system is
the only way to achieve wide-
scale savings.

Without question, administra-
tion adds greatly to the cost of
running America's health care
system, said Judith Arnold,
project manager in the Fairfax,
Va., office of Lewin/ICF, an in-
dependent policy research firm.

"The United States spends
about 25 cents of every dollar on
administration" according to
Lewin/ICF's estimates, Ms. Ar-

nold said. In addition, hospitals
and physicians spend about one-
third of their revenues on ad-

ministration-mostly claims pro-
cessing, she noted.

Although Lewin/ICF has not
calculated the total amount U.S.

employers spend to administer
their health plans, "health insur-
ance is much more costly to ad-
minister for small firms," ac-

counting for as much as 12% of
total health plan costs, she said.

"If the United States were to

adopt a Canadian system-with
its benefit package and no cost-
sharing, deductibles or premi-
ums-we would save a lot of

money," Ms. Arnold said.
1991 savings estimates from

both the public and private sec-
tors vary greatly-ranging from
$3 billion to $241 billion.

Lewin/ICF estimates that if

the United States in 1991 had

adopted a Canadian-style health
care system-with no cost shar-
ing-it would have saved about
$46.5 billion, Ms. Arnold said.
Costs associated with insurance

administration would have

dropped 65%, resulting in a net
savings of $22.5 billion, while
physician administrative costs
would have decreased 25%, sav-
ing $11 billion, she explained.
And, hospital administrative
costs would have dropped 15%,
saving about $13 billion, she
said.

The U.S. health care system
costs more than $700 billion an-

nually, according to the Health
Care Financing Administration.

However, Ms. Arnold pointed
out, "If we move to a Canadian

system, there will be increased
utilization as the uninsured use

more health services. And, if we

eliminate cost sharing, we'd
probably see increased utiliza-
tion as well."

When Lewin/ICF combined an

estimated $78.2 billion in in-
creased utilization with an esti-

mated $46.8 billion in adminis-
trative savings that a

single-payer system would reap,
the firm calculated the net cost

of adopting a single-payer sys-
tem to be about $31.4 billion, she
said.

Fueling the debate over
whether a Canadian-style health
system is appropriate for the
United States are observers who

question whether all administra-
tive costs are unnecessary or
whether some of them actually
add value to the health care sys-
tem, Ms. Gold noted. Those indi-
viduals are asking, "To what ex-
tent would it be worth it to have

certain administrative costs-

particularly if they help decrease
utilization and better manage
the delivery of health care?" she
said.

Managed care programs at-
tempt to control utilization and
to manage health care services,
although they do increase ad-
ministrative costs, Ms. Arnold

explained. And, she said, almost
"all recent health care reform

proposals recommend expanding
the role of managed care."

However, "Many of the propo-
nents that want to adopt a Cana-
dian system haven't looked at
how managed care would fit in,"
she noted. "The Canadian system
has very little managed care as
we know it. They have limited
retrospective review, few quality
assurance mechanisms and first-

dollar coverage to all, so there is
little reason for people to join an
HMO."

But, some reform proposals
would incorporate managed care
in a single-payer model, Ms. Ar-
nold said.

For example, the Health USA
Act, sponsored by Sen. Bob Ker-
rey, D-Neb., proposes a tax-fin-
anced system that allows people
to choose among competing in-
surers and provider networks
(BI, Dec. 23, 1991).

Another proposal, backed by
the American Hospital Assn.,
recommends that providers be
organized into networks that
would compete in large metro-
politan areas, Ms. Arnold ex-
plained.

Those networks would receive

capitated payments adjusted ac-
cording to a national budget and
would be responsible for utiliza-
tion management, among other
things.

Ms. Arnold predicts that, in
the short term, "Congress proba-
bly will not enact any reform

that requires more spending. It is
more likely to enact insurance
market reforms for indemnity
plans," which would restrict in-
surers from redlining unhealthy
individuals or small employers
and would shorten pre-existing
condition clauses.

And, Congress will continue to
impose cost controls through na-
tional budgets, Ms. Arnold said.
Congress will cap spending and
pay according to fee schedules,
like the recently adopted Re-
source Based Relative Value

Scale used by Medicare.
"None of these (congressional)

insurance market reforms ad-

dresses the problem of the unin-
sured," however, Ms. Arnold

pointed out. •
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1,600 attend health conference
MINNEAPOLIS-Nearly 1,600 managed health care profes-

sionals, physicians, benefit consultants and em-

GWAA Health Assn. of America Inc.'s 42nd annual
ployee benefit managers attended the Group

Group Health Institute June 7-10 in Minneapolis.
More than 54 sessions featured discussions about the adminis-

trative costs of the U.S. health care system, the impact of mal-
practice reforms on managed care organizations, medical tech-
nology assessment and how health care 1·eform efforts will affect the
managed care industry.

In addition, managed health care executives and researchers
presented professional papers on a variety of topics: innovative
developments and research in HMO management, product de-
velopment, cost-containment and health care delivery.

More than 100 companies took part in the GHAA's 1992 exhi-
bitor display forum, offering conference attendees information
about their managed health care products and services.

The Washington-based trade association for HMOs was founded
in 1959. Among other things, the GHAA provides continuing educa-
tion programs for its members and collects data on HMO enrollment
and the number of and costs of HMOs nationwide.

The 43rd Group Health Institute is scheduled for San Fran-
cisco next June. For more information, contact the Conference
Office at the Group Health Assn. of America Inc., 1129 20th St.
N.W., Suite 600, Washington, D.C. 20036.
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Two reformers, one goal: Cut health costs
By CHRISTINE WOOLSEY

MINNEAPOLIS-The high
cost of health

Gl-IAA an insurance

insurance is not

problem, but a
medical system problem caused
by poor productivity, a health
care expert maintains.

"There isn't a person in this
room who hasn't seen the future

of health care in this country-
and the future stinks," said
Walter McClure, who spoke at a
recent health care conference.

Mr. McClure, chairman of the
Center for Policy Studies, an in-

dependent policy research orga-
nization in Minneapolis, is na-
tionally known for pioneering
work on practical strategies to
restructure the health care sys-
tern.

To encourage systemwide re-
form, Mr. McClure advocates a

purchasing strategy, called "Buy
Right," in which health care con-
sumers combine their purchasing
leverage to improve the cost-effi-
ciency of the health care system
in their location. Purchasers

should direct their resources to

providers that keep costs low
and quality high, he said.

But currently, health care is an

unsound market in which pro-
vider behavior drives up costs,
Mr. McClure said.

Unlike other markets, compe-
tition in health care tends to ac-

tually raise costs, rather than
lower costs and improve services,
he explained. That phenomenon
occurs because when competi-
tion forces providers to lower
their costs below market aver-

ages, they simply begin perform-
ing-and charging for-addi-
tional services, he said.

Mr. McClure was among well-
known leaders in health care

who spoke at the 42nd annual
Group Health Institute, which

FROM KODIAK TO KEY WEST, FROM BANGOR

TO BAKERSFIELD, EXPRESS SCRIPTS
PREFERRED PROVIDER PHARMACIES

CRISSCROSS THE UNITED STATES.
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ON-LINE • MAIL SERVICE • DUR

1-800-332-5455

was sponsored by the Group
Health Assn. of America, win
HMO trade group.

'Our health system is

still characterized by
cost-unconscious

choice,' says
Alain Enthoven.

His reform strategy is rooted in
Adam Smith's principle that a
market will function efficiently
only in the presence of certain
conditions, such as market com-
petition that drives prices, an ap-
propriate amount of regulation
and educated consumers. Be-

cause not all of these conditions

occur naturally in most markets,
they must be "deliberately im-
posed and maintained by public
policy," Mr. McClure said.

Consumers must be educated

to think of what they are buying
as "health results and patient
satisfaction, not health services,"
he said.

Another conference keynoter,
Alain Enthoven, professor of
health research at Stanford Uni-

versity School of Medicine in
Palo Alto, Calif., outlined his
health system reform strategy,
termed "managed care/managed
competition."

Among other proposals, Mr.
Enthoven and his colleagues
collectively known as the Jack-
son Hole group--favor eliminat-

ing a fee-for-service payment
system in favor of a system of per
capita pre-payment. "Much of
the economic failure of the cur-

rent system is due to the fee-for-
service structure characterized

by groups of specialty practi-
tioners and remote third-party
reimbursement," he said.

Another problem is that "our
health system is still character-
ized by cost-unconscious
choice," he said. Like Mr.
McClure, Mr. Enthoven favors a

"purchaser strategy based on
cost-conscious consumer choice

that is designed to reward the
most efficient providers."

In addition, Mr. Enthoven sug-
gests establishing "Health Insur-
ance Purchasing Cooperatives"
to provide coverage for workers
at small firms, who often go
without health insurance be-

cause their employers cannot af-
ford it.

While risk pooling exists now,
it often fails because "healthy"
companies don't want to pool
with "unhealthy" companies,
Mr. Enthoven said. But, he said,
"Employers have to take a longer
view. Just because your experi-
ence is good today doesn't mean
it will always be good. If you are
hit with some expensive claims
and your premiums go up, then
other employers won't want to
pool with you."

One way to guarantee partici-
pation in such cooperatives
would be to bar employers of a
minimum size from buying cov-
erage outside the pool, Mr. Enth-
oven said.
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Artificial intelligence
Knowledge-based comp claims system ready for U.S. market

PPLYING ARTIFICIALintelligence-or expert

systems-to the claims reserving
function within the insurance industry
is overdue.

In my Jan. 20 column on artificial
intelligence in underwriting systems, I
asked why the insurance industry had
not more actively embraced expert
systems in the two most prevalent and
logical functions within insurance:
underwriting and claims.

As a former claims

adjuster/supervisor for Liberty
Mutual Insurance Co., my initial

reaction to artificial intelligence and
case reserving was predictable and
generally reflective of the claims
industry's opinion: "Reserving is an
art, not a science. . . .Computers will
never be able to include all of the

objective and subjective elements that
go into setting future reserves in

workers compensation or liability
cases."

Unfortunately, neither does the

claims industry-there is so much
variance on how to set casualty
reserves on a case basis within the

industry itself! However, no one in the
insurance industry seemed to be

interested in providing a sophisticated
reserving system to improve and
streamline the process.

That has changed. In 1991, Risk
Data Corp. introduced Micro
Insurance Reserve Analysis to the

insurance industry. MIRA provides
on-line automatic reserve setting,
drawing on a historical data base of 10
million claims from 14 insurers.

And now, Care Systems Corp.-an
Australian company with offices in
Dallas-in partnership with Perot
Systems Corp. of Dallas is unveiling a
comprehensive workers compensation
claims management information
system that includes computer-derived
reserves. (Until recently, Perot

Systems was headed by Ross Perot.)
The system-Compensation And
Rehabilitation Expertise, or CARE-is
being introduced to the U.S. and
Canadian workers comp market,
hoping to parallel or even improve

upon its performance in Australia.
Over a 3 1/6-year trial period utilizing

the CARE system, average claims costs
in Australia were reduced to $384

from $2,300. Whereas the average
industry loss ratio in Australia was
80%, Australian firms using the CARE

system reduced the loss ratio of claims
to premiums to 30%. Furthermore,
CARE was able to reduce internal

administration costs by more than
50%: For every $10 million of premium
under the old system, 10 people would
be required to maintain it. With the
CARE system, that was cut to three.

Obviously, Care/Perot is looking to
reach the same level of success in

North America-the largest workers
compensation marketplace in the
world.

How can this system have results
like this? Can it be transferred to the

highly complex, combative and
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Commentary

By David A. Tweedy

Entering a mature market
like the RMIS industry
requires the product to

clearit.differentiate itself
i¢*m IM comp*tition.

beleaguered U.S. workers comp

system? Just how does a
knowledge-based system reduce
health claims and administrative

costs? What about other emerging

expert systems? Finally, how does
CARE fit within the risk management
information system industry?

These are some of the same

questions that we were asking when
Perot Systems asked us to review the
CARE system last December. After all,
entering a mature marketplace like the
RMIS industry requires the product to
clearly differentiate itself from its

competition. Otherwise, it would get
lost in the crowd.

Clearly, the advantages of a
knowledge-based claims information
system make it unique in comparison
to any of the mainframe,

minicomputer or microcomputer
vendors available

today. Many are
quite.
sophisticated,
using
fourth-generation
languages, image

processing,
computer-aided
software

engineering tools,
and some quasi-artificial intelligence,
especially in the more sophisticated

case management modules on medical
treatment. None, though, has designed
a core system for claims management
as a knowledge-based system.

For illustrative purposes, I'd like to
discuss just how CARE's

knowledge-based claims management
system works from an overview

perspective:
;,0 Comprehensive data base.
For any knowledge-based system,

the construction of a comprehensive
and detailed data base forms a crucial

foundation. In fact, a sophisticated
data base provides 80% of all the

information needed to process a claim,
whereas, according to Care, other
workers comp systems only provide
30% of the necessary information.

The data base itself is a compilation
of dozens of data elements crucial to

the workers comp process: litigation,
including comparative verdicts in
different jurisdictions; an incapacity

data base, including periods of
hospitalization, total disability and

partial disability; a medical data base,
including the 6ustomary injury codes
and classifications; a rehabilitation

data base; and standard demographic
information like occupation, age and
sex. The MIRA system, for example, is
able to analyze up to 66 individual
claim characteristics.

In essence, necessary claims
characteristics are captured as data
and input into the master data base
upon which the rest of the
knowledge-based system's features
depend.

1 Advanced claims management
capabilities.

A comprehensive, knowledge-based
system, like CARE, has the following
similarities to other advanced systems:

• Automatic processing of claims,
minimizing manual input.

• Reduction of paper file
dependence.

• Effective

quality control of
claims-managed
decision.

# - Most RMIS

workers comp
systems can do
these things.

Two distinctive

features of the

knowledge-based systems are
automatic reserving
and pro-active management reports.

Both the CARE and MIRA systems
utilize an extensive data base to

compute indemnity, medical,
rehabilitation and expense reserves on
incoming claims.

Using certain proprietary rule
bases-a major foundation of a
knowledge-based system-the CARE
system evaluates each new claim,
subjecting it to a number of complex
tests to produce the reserve
estimate.

How accurate is it? MIRA's accuracy

has been computed at 98%, validated
by Ernst & Young, based on tests
performed at two leading insurers.
CARE's accuracy rate is similar,
based on its experience in
Australia.

The obvious advantage is in saving
time. If claims information is gathered
and entered quickly, the system can
generate an accurate reserve without
some of the guesswork frequenting
many claims organizations. The

suggested reserve is not mandatory;
the claim examiner has veto capability
if he or she knows of some fact that

has not been made part of the data
base or the claim itself. The suggested
reserves are guidelines and timesavers
only.

Further, these reserves are

constantly evaluated and changed over
time. Obviously, the outstanding
reserve is decreased as the claim

advances in time and approaches its
ultimate result. However, additional
information as to medical, legal or
liability status would affect the
reserve as well, either up or down. It
is, therefore, a dynamic reserving
process.

Another advantage of the
knowledge-based system is its creation
of "action reports."

Given daily to claims personnel,
these reports comprise a series of tests
for all workers compensation claims in
the CARE data base. An action report
is produced for every claim identified
by the CARE system as requiring
reaction or other followup by claims
personnel. It is not just a simple diary
function. Each action report displays
key data, like an accident/claims
summary, an injury summary; current
claims status, current reserve

estimates and particular instructions
to individual claims personnel for
followup.

The action reports are a
supplemental tool for the claims
professional; they are not meant to
supplant the human processes of
devising tactics and strategy in
investigation and resolution of a
claim. They are intended to alert them
beyond just a simple diary function,
since the system can anticipate
conditions and key action areas. A
diary system would simply print out,
upon instruction, a list of claims to be
reviewed every 20 or 30 days. The
CARE action report would take basic
information contained within the

claim itself and identify action steps
to be taken at any time.

In next month's column, I will

examine why a knowledge-based

system can reduce the cost of the
claims program to both the end user,
whether self-insured or insured,

and the provider of those
services.

David A. Tweedy is a senior
consultant for Betterley Risk
Consultants Inc. in Worcester, Mass.

He is the editor of Betterley Risk
Management Commentary and the
author Of RMIS Update, a yearly
publication analyzing

major risk

, P management

* 9 information systems
and vendors. Mr.

» Tweedy's column on
- risk management

information systems

appears the third
Monday Of the month.



Keeping liability losses at bay
During construction,
hotel finds leaky tank
that pollutes the soil
and neighbors' wells

By The Insurance Institute
of America

The following question and answer are drawn
from the curriculum for the Associate in Risk
Management designation awarded by the Insurance
Institute Of America. They represent the types of
questions asked on, and possible answers to, the
three examinations for the ARM designation.

The focus this month, based on material from a
recent national ezamination in ARM 55-Essentials

of Risk Control, is on actions a seaside hotel can
take to reduce the frequency and severity of its
liability losses from environmental pollution and
from fires occurring on its premises.
Q: The Small Hotel, a shore resort hotel with 200
guest rooms that was built in 1920 by Orville Small,
is separated from the Gulf of Mexico by 50 yards of
beach which the hotel owns. To reduce hurricane

damage, the hotel has erected a breakwater and a
substantial protective wall.

The hotel is a five-story building of ordinary
joisted masonry construction. Despite occasional
violent storms and minor fires, the hotel building
has remained in excellent condition, perhaps
because it has been well maintained by the Small
family.

The owners of the Small Hotel have decided to
expand the resort by erecting a modern, four-story
building with 175 rooms located 100 yards to the
left of the original hotel. In excavating for the
foundation of this new building, the general
contractor hired by the Smalls has unearthed a
large, enipty metal storage tank that was installed
during World War II to store reserve fuel oil for
heating the building. The tank has corroded, and
the residual oil from the tank has contaminated the

surrounding earth.
The hotel employees have removed the

A.R.Zexerdses

underground tank, but efforts to purge all the oil
from the soil have been unsuccessful. Consequently,
some remaining oil has polluted the wells that
provide water to neighboring homes.

• Briefly describe two processes by which the
hotel might reasonably attempt to remove the oil
from the contaminated soil that surrounded the

underground tank.
• Identify four actions the hotel might take,

following the contamination of the neighbors' wells,
to reduce the extent of the hotel's potential liability
to these neighbors.

• Because of its remote location, the Small Hotel
provides some dormitory living quarters for the
hotel staff. From a fire risk control perspective,
should the dormitory space remain in the large, old
hotel building or be moved to the smaller, newer
building? Give two reasons to support, your
recommendations.

A: • Under common law, the Small Hotel is liable
to the owners of the neighboring properties both for
the damages to their real estate and for the cost of
cleaning up the hotel's and the neighbors'
properties. Under federal statutes, the hotel and
previous owners and occupants of the land are
jointly and severally liable for environmental
cleanup and other pollution damage.

Two of the several processes the hotel could use to
cleanse contaminated soil are chemical treatment

and biological treatment. Chemical treatment
entails mixing chemicals with the soil to neutralize
the pollutants in it. Biological treatment involves
placing living enzymes and other microorganisms
in the soil to consume the contaminating oil and
transform it through their digestive processes into
less harmful substances.

The first of several actions the Small Hotel could

take to reduce the extent of its liability for
contaminations of neighbors' wells would be to
warn them of the danger and agree to help the
neighbors reduce or avoid any resulting harm.
Second, the hotel could agree to decontaminate
these wells and to supply clean water until they are
again usable. Third, the hotel could attempt to
purchase neighboring properties so that the

neighbors would no longer have claims for damage
to their land. Fourth, the Small Hotel could seek
other potential defendants, like previous owners or
tenants of the hotel's property, to share the
statutory liability to those harmed by the
environmental pollution.

With the appropriate assumptions, good reasons
can be made both for continuing to house employees
in the old hotel building and for moving the
dormitory space to the new building. Much depends
on the relative fire safety of the two buildings, the
abilities of guests and of employees to cope with fire
emergencies, and the differences between the hotel's
potential liability to injured or killed employees
its potential liability to similarly harmed hotel
guests.

In favor of leaving the employees' quarters in the
older, presumably more fire-susceptible building is
the fact that these employees may be more familiar
with this building and, therefore, they may more
readily exit the older building if it should catch fire.

Another reason for housing employees in the old
building, and thus providing guest rooms in the
newer, possibly safer building, is that such an
arrangement would show that the Small Hotel took
great care to protect its guests. This would make the
hotel less vulnerable to fire-related negligence
claims from any guests injured in a fire.

Making different assumptions leads to sound fire
safety reasons for moving the employee dormitory to
the new building. The construction of the old
building may make it better able to resist fire than
the new one and, therefore, a safer haven for the
hotel's guests. Furthermore, some of the more
veteran employees of the hotel may be less agile
than the typical guest and, therefore, should have
dormitory space available in the safer of the two
buildings.

Adequate support of either position earned full
national examination credit.

The sample questions and answers used in this
column are taken from the Associate in Risk
Management designation curricutum of the IIA. For

more information on the content Of the A.R.M.
program, write Dr. G.L. Head, Vp, Insurance
Institute of America, P.O. Box 314, Malvern, Pa.
19355.

Court finds TPA liable for gross negligence
The Supreme Court of Mississippi

ruled that while a group health
insurance administrator could not be

held liable for simple negligence in
handling a claim, it could incur
liability for gross negligence or
reckless disregard for the rights of a
policyholder.

As an employee of the city of Tupelo,
Donna Bass was enrolled in the city's
group health insurance plan in May
1984. In February 1985, California
Life Insurance Co. replaced
Dependable Life Insurance Co. as the
group insurer. The California Life
policy provided continuous coverage
for city employees without changing
their effective dates of insurance.

California Life used Variable

Protection Administrators Inc. to

manage claims.
In September 1984, Ms. Bass

consulted a physician because of foot
problems. She was referred to a
podiatrist who recommended
orthopedic shoes. In March 1985, after
obtaining a second opinion, she had
surgery to correct her foot problems.
Ms. Bass' first insurance claim for the

orthopedist/podiatrist bills were put
toward her deductible. The other

claims were denied allegedly because
it was a pre-existing condition.
Variable continued to deny her claims,
asserting her policy effective date was
Feb. 1, 1985, rather than May 1, 1984;
that the two medical claims were for

different problems; and that her
condition was "progressive" and,
therefore, existed prior to the effective
date of insurance. She sued but lost in

the trial court.

On appeal, Ms. Bass argued that
Variable's handling of the claim was
done in a grossly negligent and
wanton manner. Variable argued that
since it was not a party to the
insurance contract in question, it
could not be held liable for bad faith.

Agreeing that the plan administrator
was not liable for simple negligence,
the court said Variable could incur

independent liability when its conduct
constituted gross negligence, malice or
reckless disregard for the rights of the

policyholder. The case was returned to
the trial court for further proceedings.
Bass us. California Life Insurance Co.,
Supreme Court of Mississippi, May 29,
1991 (BI/01/A.-$10).

Mental stress comp claim
An employee's excessively increased

workload constituted an unusual and

extraordinary condition of
employment that rendered his
resulting nervous breakdown an
accident compensable under workers
compensation law, according to the
Supreme Court of South Carolina.

Danny W. Stokes was employed as
vp in charge of item processing at
First National Bank, where he
supervised 130 employees and four
managers. In 1983, the bank initiated
a merger with South Carolina
National Bank. As a result of the

merger activity and the resignation of
one of his managers, Mr. Stokes' work
increased from about 45 hours per
week to 60 hours per week in January
1984 and then increased to workdays
of 12 to 15 hours in July 1984, and 16

to 18 hours after November 1984. The

merger was completed Dec. 1, 1984.
He worked until Dec. 9, when he was
hospitalized as the result of a nervous
breakdown. He filed for and was

awarded workers comp benefits.
On appeal, the employer argued that

Mr. Stokes did not sustain an "injury
by accident" under the workers comp
law. But, the court said that the

extreme prolonged increase in Mr.
Stokes' work hours, combined with
additional job responsibilities,
constituted "unusual and

extraordinary conditions of
employment" which resulted in a
compensable accidental injury.
Stokes us. First National Bank,

Supreme Court of South Carolina, Oct.
14,1991 (BI/02/Ju.-$10)

These abstracts were prepared by
Mayo H. Stiegler. Copies of these
decisions are available by sending a
$10 check payable to Mayo H. Stiegler
to Business Insurance, 740 N. Rush St.,

Chicago, m. 60611-2590. List the
number for each opinion.
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Court may reverse guaranty fund ruling
By STACY SHAPIRO

LONDON-The Court of Appeal
)f England and Wales appears to
)e leaning toward a reversal of a
;ontroversial lower court decision
:hat bars contingent liability
:laims from being paid by a British
suaranty fund,
, After an unusual intervention in
,he proceedings by the Secretary of
3tate for Trade and Industry, the
ustices indicated they support
>verturning that portion of the
,ower court decision that limits

;overage of claims for North
imerican professionals insured by

the insolvent KELM companies.
However, a final judgment will

not be issued until at least July.
The interest of the government

official may have reminded the
Court of Appeal judges of the
wide-ranging implications their
decision will have on the protec-
tion of millions of policyholders
of insolvent U.K. insurers.

In addition to the contingent
claims issue, the court also must
decide whether it agrees with the
lower court ruling that North
American individuals who bought
policies from U.K. insurers can re-
ceive 90% of unpaid losses from the

Policyholder Protection Board,
which administers the guaranty
funds. And, the court must decide
if professionals are covered by the
fund if they are in partnerships.

Regardless of its decision, the
case is likely to go to the House
of Lords, the country's highest
court, all parties agree.

The Court of Appeal hearing last
week involved four insolvent insur-

ance companies that wrote cover-
age on the H.S. Weavers (Under-
writing) Agencies Ltd. line slip.
Known as the KELM companies,
they are: Kingscroft Insurance Co.
Ltd., El Paso Insurance Co. Ltd.,

Lime Street Insurance Co. Ltd. and

Mutual Reinsurance Co. Ltd.

A group of North American law-
yers, doctors and accountants is
appealing a test case decision by
Justice Webster in London's High
Court that would stick the North

American professionals with hun-
dreds of millions of dollars in un-

paid professional liability claims.
Opposing the North American

professionals are:
• The Policyholder Protection

Board, which is dominated by Brit-
ish insurer executives.

Under the Policyholder Protec-
tion Act of 1975, the board is re-

quired to pay "private policyhold-
ers" with "U.K. policies" 90% of all
valid claims if an authorized U.K.

insurer is liquidated. The board
must pay 100% of claims on man-
datory insurance policies, like
third-party auto insurance.

• Royal Insurance (U.K.) Ltd.,
representing the Assn. of British
Insurers. ABI member companies
will have to pay a levy of up to
1% of the previous year's non-life
net premium income to fund any
claims payments the PPB makes
to policyholders.

Parliament might have to in-
Continued on next page

Utility insurer creates rent.a.captive
By ROGER SCOTTON fully funded "financial guarantee

BERMUDA insurance contracts; guaranteed
2 HAMILTON, Bermuda-Electric investment contracts; annuities;

rlnci gas utility excess liability in- and guaranty, surety and indem-
prer Energy Insurance Mutual Weaver, president and chief nity business of all kinds."
Ad. is f6rming what has been de- operating officer of the parent "We want to be licensed to write

;cribed as a rent-a-captive-style company. anything we consider it prudent to
tubsidiary in Bermuda to under- The Bermuda subsidiary will op- write," said Mr. Weaver. "This
Airite the "various and sundry" erate on mutual principles and is could be pure insurance, self-in-
isks of its 104 member utilities. seeking powers to issue a wide surance or a combination of the

EIM, which is domiciled in Bar- range of policies, Mr. Weaver said. two, with some reinsurance in-

lados, is capitalizing Energy In- According to its just-published volved."

;urance (Bermuda) Ltd. at only articles of incorporation, the Ber- Mr. Weaver said that each pro-
;120,000. muda company wants permission gram written by the Bermuda sub-

"My intuition tells me this could to issue "contracts of insurance, re- sidiary will be "custom-designed to
loon become a very substantial insurance and co-insurance of all meet the needs of particular mem-
:ompany, but we'11 build capital as kinds." It is also seeking permis- bers."

,te go forward," said Gene L. sion to enter into risk-bearing or Individual "cells" or self-con-

Maxwell funds bolstered
J.K. government
Bets up temporary
pension funding

By GAVIN SOUTER

LONDON-Amid a flurry of de-
velopments surrounding the late
Robert Maxwell's empire, the Brit-
ish government will provide tem-
porary funding of 2.5 million
pounds ($4.6 million at current ex-
change rates) to meet the pension
obligations of Maxwell companies.

Last Thursday, Robert Max-
well's sons, Kevin and Ian, as well
as Larry Trachtenberg, a director
of various Maxwell companies,
were arrested in connection with

various criminal allegations in-

volving the Maxwell media empire
and pension funds.

Also last week, Britain's prime
minister denied allegations that the
government had intelligence infor-
mation about dishonest activities

by Mr. Maxwell two years before
his death, including the siphoning
of pension funds.

Before these developments
emerged last week, Peter Lilley,
secretary of state for British So-
cial Security, announced that the
government would extend funds to
the Maxwell pension plans. In ad-
dition, he said, the government will
encourage financial institutions to
contribute to a separate fund to as-
sist retirees of Maxwell companies
and also will institute a review of

pension law.
Mr. Maxwell allegedly stole 426

million pounds ($779.6 million)
from his companies' pension funds
before his death (BI, Dec. 16, 1991).
Currently, the liabilities of the
Maxwell pension funds are esti-
mated to exceed assets by 350 mil-
lion pounds ($641.6 million), Mr.
Lilley said, noting that not all of
the money in the funds was stolen
and that some of the money Mr.
Maxwell allegedly took has been
retrieved.

That shortfall has led to pay-
ments being stopped for some re-
tirees and dependents.

The government. will set up a
temporary emergency fund of 2.5
million pounds in the form of
grants that will eventually be re-
paid by the funds, Mr. Lilley said.

"The intention is that the grants
Continued on next page

U.S. Lloyd's members rebuffed
By GAVIN SOUTER

LONDON-Underwriters at

Lloyd's of London have won the
first round of a legal battle against
91 U.S. members seeking to re-
cover their losses in the market.

A U.S. District Court judge in
New York last week ruled that any
suits brought against the 318 syn-
dicates named in the members'

complaint should be governed by
English law.

Judge Morris Lasker also ruled
that regardless of whether the syn-
iicates were being sued under En-
glish, New York or federal law,
they are not legal entities capable
if being sued.

The judge found that the syn-
dicates are groups of individuals
brought together for administra-

LONDON

tive convenience rather than legal
entities m themselves, explained
Sheila Marshall, a lawyer at Le-
Boeuf, Lamb, Leiby & MacRae in
New York, who represents Lloyd's
in the case.

The members are appealing the
decision, according to members'
lawyer Steve Feigenbaum with
Proskauer, Rose, Goetz and Men-
delsohn in New York.

E&0 mandate gone
Lloyd's of London has with-

drawn its requirement that man-
aging agents purchase a minimum
of 5 million pounds ($9.3 million)

of errors and omissions coverage.
However, an agency's level of

E&0 coverage will still be taken
into consideration when the mar-

ket periodically judges whether it
is fit and proper to underwrite at
Lloyd's.

Compulsory E&0 coverage for
agents will end Jan. 1, 1993.

"Severe difficulties have been

experienced in establishing a vi-
able market for such insurance this

year, and it seems likely that the
situation may be even more uncer-
tam next year," said Richard Ha-
zell, a deputy chairman of Lloyd's
in a letter to members and agents.

Earlier this year, the capacity of
a line slip for managing agents'
E&O coverage shrunk to 2 million
pounds ($3.7 million) from 20 mil-

Continued on next page

tained units are to be set up within
the new company to run specific
programs, each with segregated
assets and liabilities. One Bermuda

source this week described the

company's structure as being simi-
lar to a rent-a-captive facility with
segregated member accounts.

The new subsidiary's aims are
set out in a formal petition to Ber-
muda's British-style Parliament.
The petition, called the Energy In-
surance (Bermuda) Ltd. (Segre-
gated Reserves) Act, requests legis-
lation to establish "segregated
reserves for the sole purpose of as-
suring the company's ability to
meet the ultimate aggregate insur-

ance liability under policies issued
by the company."

And it provides that, in the event
of a winding up, "the liquidator
shall be bound to recognize the
separate nature of each Mutual
Business Program and shall not
apply assets identified as the assets
of any one (program) to pay claims
by member insureds under policies
issued under any other (program)."

Similarly, the profits and losses
of each program are to be borne by
the relevant member policyholders
of any one mutual program.

Mr. Weaver said he could not

predict the likely level of premi-
Continued on next page

London market

executives oppose
merger of Lloyd's,

ILU and LIRMA
By STACY SHAPIRO

LONDON-Will Lloyd's of London merge with the two other
major London market associations by the year 2000 to form a
single, uniform association?

No.

At least, that was the prediction by the vast majority of
guests voting at the third annual black tie dinner and debate
hosted last month in London by Skandia U.K. Insurance P.L.C.

Nevertheless, interesting arguments were made in favor of
merging Lloyd's, the London Insurance & Reinsurance Market
Assn. and the Institute of London Underwriters. Among them:

• LIRMA and the ILU are already talking about a merger.
• Lloyd's is expected to introduce corporate membership, so

it would eventually make sense for the three organizations with
similar members to merge.

• All London underwriters could market themselves as one
force.

It is certain that the worldwide insurance industry will be
restructured by the turn of the century, said John Engestrom,
chairman of the debate and chief operating officer of Skandia
Reinsurance Co. in Stockholm, Sweden.

"I am a firm believer (in the London) market, that it will sur-
vive," said Mr. Engestrom. "I am also a firm believer that the
ways of doing business will change drastically."

About 190 people attended the debate on the motion: "This
house believes that by Dec. 31, 1999, Lloyd's, LIRMA and ILU
should have combined in one body corporate."

In favor of the motion was John Arpel, managing director of
SCOR U.K. Reinsurance Co. Ltd. To state the obvious, "The

London market is going through difficult times," he said.
A single corporate body would not give the market what it

needs-uniform rate increases-but it would "give us a single
voice," said Mr. Arpel.

Part of the current problem centers around Lloyd's, which
Mr. Arpel said has been London's "brightest beacon." Lloyd's
and some London insurance companies have been getting a

Continued on page 21
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looking for a "take charge"· Commercial Pmperty & Casualty
individual with an entrepre- and Actuary agency base interested parties Southeast

• Manne Insurance reply to Box # 2741. 4Business

• Personal Insunince neunal spmt A degree and Insurance, 740 N Rush St Our dent, a major manuhcturer,
• Group Benefits & Lfe Medical Professional Liability Divisionmanagement expenence at Chicago, L 60611 2590 seeks an insurance professional to

Whether you are seeking a qualified professional agency or company level is manage Wo,ker's Comp, Auto, and
10 Join your staff or exploring your career Great Amencan Insurance, the nation's largest pri-

required Individual w,11 G/L claims» 4,ars claims manage-options we d like the opportuity to assist you vately owned property/ casualty insurance company,
in your search We are insurance indutry manage day to day operahons ment ciperience with a corp, broker
trained and knowledgeable of the martet place of agency Compensation will is establishing a Medical Professional Liabillty Divt-
With our expernse and sources we have the sion in a suburban Maryland location The division is
nght contacts for you blielpy'=Bx 27nF

or carrier required They offer a high.
ly competinve salary in addition to an

seeking a versatile member of the Casualty Actuarial Surplus Lines Broker excellent benefit and rdocation pack-
Insurance Seorch Spenatists Business Insurance Society to join the senior staff reporting to the divt- Established medium-sized pri- age Please submit resume with salary1-800458-9176

St 1 Kirby Dr, Ste 200, Houston, Texas 77005 740 N Rush St sional president as the Vice President and Actuary vately owned wholesaler located m h,stony in conSdence to:
(713) 520-8261 Chicago, IL 60611-2590 Atlanta, Georgia area seeking 1 Bill Perry/Barry(itron/AbcA!tschule

The ideal candidate will have 8-14 years of experi- highly motivated individual with 
ence, and can combine excellent communication established book of business and I

skills with strong hands-on technical proficiency to following to fill key position Auto 
liability experience a plus Com- 1_(]61 C

CHIEF ACTUARY
analyze the profit potential of new markets and prod- pensation negotmble based on in- I
uct development, pricing, reinsurance analysis and come producing ability Box 2746, •

Telephone 212-227-8000

reserve reviews The actuary ts expected to contribute Business Insurance, 740 N Rush 1 Fax 212-766-0188

as a key member of the senior staff and must effec- St , Chicago, IL 60611-2590 1 170 Broadway Suite 814
Fremont Pacific Insurance Group, the premier Califor- tively interact with staff throughout the organization  New York, New York 10038

11¢ 0,Fnal and 0 1 Choicenia-based Workers' Compensation insurer, is seeking a dy- Expenence m medical professional hability is desir- m Rtsk Managermen: Recnuu,lg.
namic hands-on individual to fill the newly created position able, but other long-tall casualty lines or reinsurance
of Chief Actuary Thts officer-level position mil join the expertise will be considered
Glendale, California home office staff, and will be respon- This is an extraordinary opportunity to join a highly DIRECTOR, CLAIMS MANAGEMENTsible for recommending the rate making and reservmg poli- regarded A+ rated insurer We offer a competitive
cies of the company The position will further be responsible salary and excellent benefits package Relocation INSURANCE PROFESSIONAL

assistance also provided Send resume and salaryto provide advice and counsel to other members of senior Here's a chance to play an inshunental role m he creabon of a a key new civlsion for the New
history to Great American Insurance Group-MPL York City Housing Authority With more than 180,000 0parmentsmits po,tollo, NYCHA 6 onemanagement and the underwnting function in the areas of ol America's largest real estate owners As we conlinue to enhance the effaency of ourDivision, Attn· Division Presi-

strategic planning, resource allocation and actuanal tech- operabons, we need a sophisacated & crealive professional b estabish and manage a complex
dent, 250 West Pratt Street, Suite dams drvmon wittin NYCHEs Law Department

niques 2200, Baltimore, Mafyland DUnESVMLL INCLUDE

A high level of motivation, together with excellent

anal Society with ten plus years of commercial lines expert-

JL 21201. Voice (301) 625-9748, • Developing clatms mgm't & Iligation mgm't polkies• Managing In·house clatrns mgm't

Fax (301) 539-1820 An equal personnel and/or supervising ard party service providers• Establishing reserves for open
interpersonal and communication skills are required The claims, Negotiating semements of claims & monitoring cases In litigation• Partldpating In

successful candidate will be a Fellow of the Casualty Actu- opportunity employer m / f/ h/v development &Implementalon of a risk control program.

To qually for thus highly wsble role, youll need at least 7 10 years of hugh vatte dams mgn't
expenence, as well as a background n developIng policies/operaing procedures & managng a

ence This should include heavy emphasis tn workers' com- THE GIEAT,WERICAN :Se=. "m- r'/.:- - - lage stan CPCU or AIC ts preferred, as is background m general Itattlity for large mulbpleINSUINCE GOUP [fs: i it{ ns ift},I0,; dwelings n a major urban area
pensation along with proven rate making expertise. Knowl-

Along wib uNque opporhin,4 to manage an exciang stat up operahon, we provide an excellent
edge of the California worker' compensation market is a STRENGTH WITH INTEGRITY salary (60-7019 & comprehensive padrage of benefits Send resume no later than July 17, 1992

A subsidiary of Amencan Financial Corporation b NYCHA. Recnittment Division, Rm 434, 250 Broadway, NYC 10007 EOE MF/H/Vplus.
Fremont offers an outstanding benefits program with NYCHA

compensationcommensuratewithqualifications Candidates HELP WANTED HELP WANTED

wishing to be considered for this position should send their NEW YORK CITY HOUSING AUTHORITY

CORPORATE FITNESS
resume with salary history to· Fremont Pacific Insurance TO $30,000 SENIOR EXECUTIVE

VICE PRESIDENT/COO
Group, 500 N. Brand Blvd, Glendale, California 91203, INSURANCE OPERATIONSCorporate headquarters of industry
Attn: Mary Wilkman-AVP, Human Resources leading service corporation located in An A + Best rated life Insurance HELP WANTED REQUEST FOR PROPOSALS

Memphis has an opening for a fitness company is in search of an Executive

4
trainer This position, working within to direct all operations Life Under- DIRECTOR OF SALES Employee Insurance
the Human Resources, Training and writing, Group Underwriting, Claims Administration System
Risk Management departments Administration, Actuary Department
requires experience in fitness and well- and Human Resources This position

Excellent career opportunity for pro-

ness or health/science related subjects will report directly to the President of fessional with sales management elip- The West Virginia Public Employees

erience National employee benefits Insurance Agency (PEIA) will release a
Experience in workers compensation this large national, reknown Life Request for Proposal on or about June
and training also helpful Require- Insurance Company Excellent oppor- 0anization seeks self-motivated inch-

Fremont Pacific ments also include at least a 4 year col_ tunity, gressive salary, bonus and viaual to coordinate sales efforts, to 25, 1992, for group admlmstation sys-
lege degree with preference to graduate superior benefit package All renlies assist in field management, and to tem software and related installation,

level degrees Only those meeting these will be kept confidential 800-4-9176 develop and implement a long range data conversion, training, technical

marketing plan Considerable travel support, and similar services This newFremont Pacific Insurance Group requirements should send resume and required from Indianapolis national Employee Insurance Administration
salary history to Corporate Recruiter - office System (EIAS) will be installed within

An Equal Opportunity Employer M/F/V/H Fitness, P O Box 45, Memphis, TN the State's IBM mainframe based com-
38101

Forward resume and income require- puter center and will handle all enroll-
CORPORATE CLAIMS EXAMINER ments to Chmn, Search Committee, PO ment, eligibility, billing and premium

$50,000 Bx 23356, Minneapolis, MN 55423 reconciliation processes for a vanety of
both self-funded and insured benefits

SALES DIRECTOR
Memphis based national service cor- programs covering approximately
poration is seeking an experienced cor- 100,000 active and retired public em-
porale claims examiner Responsibili-

CLAIMS MANAGER ployees within over 500 agencies/em-
ties will include file review and audit

$50,000
ployers throughout West Virginia

of policies, practice and procedures
related to employment decisions A qualified vendor of the EIAS willLarge property and casualty insurance company located in the Midwest has an exciting Corporate headquarters of national have 1) a proven track record of sup-

opportunity for an innovative Sales Director to work within its financial institutions line. Qualified candidate will have minimum service corporation based m Memphis plying packa#ed and well-documented
8 years claims experience with at least has an immediate opening for an indi- eligibihty, billing and premium han-
3 years at the corporate claims level vidual experienced in claims manage- dling system software to insurance car-

* Responsibilities include: The candidate will possess abroad ment Responsibhtles include develop- riers, Blues organizations, third party
based and multilurisdictional knowl- ment, refinement and Implementation administrators, governmental agencies,

• developing and implementing a sales plan edge of workers compensation claims of internal compliance of quality con- associations, employers, and the like, 2)
control Must be aggressive at file trol standards iTt the personnel hiring state-of-the-art eligibility. billing and• producing new business by direct sales calls on accounts auditing and have a working knowl- process premium handling systems technology,

andtor through brokers edge of functional capacities evalua- 3) sole rights as principal to license (not
tions The qualified canidate must have at sublicense) and fully maintain and

least 6 years experience in risk man-•develop:ng new leads support its EIAS, 4) existing system
Qualifications also include a minimum agement, broad based multi}urisdic- product for the IBM mainframe en-

. making sales calls and presentations of a 4 year deree, and excellent com- tional knowledge of workers' compen- vironment, 5) capability to install the
munication and presentation skills We sation claims Demonstrate a thorough system, convert existing (automated)

• explaming coverages and securing applications offer an excellent salary and career knowledge of medical aspects and lm- data and bring up fully operational en-
growth opportunity Those qual,fled Plications of physical conditions, as rollment and eligibility maintenance
should send resume and salary history well as claims cost containment strate- functions by January 1, 1993, and 6) ca-4 To qualify you must have: to Corporate Recruiter - Examiner, cles Minimum of a 4 year college Dability to bring up fully operational
P O Box 45, Memphis, TN 38101 Jegree is required along with excellent billing and premium reconciliation• minimum of 5 years of successful business experience, communication skills as well as stron functions by June 30, 1993

administrative and organizational
msurance andlor sales experience preferred skills We offer an excellent salary and Interested and qualified organizations

growth opportunity For consideration,
• demonstrated negotiation and presentation skills may contact Ann M Stomemyer, Dep-

send resume and salary history to uty Director, PEIA, Building 5, Room
RECRUIT THE Corporate Recruiter - Claims, P O Box 1001, 1900 Kanawha Boulevard, East,. willingness and ability to travel 50% plus
INDUSTRY'S 45, Memphis, TN 38101 Charleston, West Virginia 25305 (FAX

• service-oriented, self-motivated and aggresswe attitude MOST QUALIFIED 304-558-2516)
CANDIDATES

A college degree or equivalent work experience or CPCU is preferred. The most talented

men and womenCompetitive salary and benefits and an excellent incentive program in the insurance industry
know where to turn when

Forward resume, including earnings history to· lhey want to make their moves

Box 2745 - Business Insurance The Professional Marketplace YOUA AD
740 N. Rush St.. Chicago, IL 60611-2590 Call 312/649-5340

eoe m/f/d/v
for advertising delails SHOULD BE HERE



Ticor suit In the Ticor case, the FTC clent regulatory activity, said torney general for New York cess," said the ALA's Mr Ber-
Continued from page 1 charged that insurance regula- Mr Christie of Bell, Boyd & "That general tendency helps us rington "There lS an attitude

tors in Arizona, Connecticut, Lloyd in Washington greatly " that the state regulatory systemsfendants claim they are pro- Montana and Wisconsin did not "The decision comes close, in If there was any doubt that the should not be presumed to betected from federal antitrust law "actively supervise" the rates set practical terms," to wiping out attorneys general would win competent "
by the McCarran-Ferguson Act by title insurers for title searches the state action doctrine, said their state action arguments, the Mr Englert agreedand the state action doctrine and examinations

The federal judge hearing the
David Canton, an antitrust law- Ticor decision removed lt, Mr And, "it might be fair to con-Insurers named in the case are yer with Baker & McKenzie in Schwartz said clude that the court is more anti-case dismissed the lawsuit in Ticor and SAFECO Title Insur- Washington "This opens the But, he predicted the Ticor de- businesses than previouslySeptember 1989, but the 9th U S ance Co , both of which have door for additional litigation on cision will have "no effect at all" thought," he said

Circuit Court of Appeals rein- since merged with Chicago Title what constitutes active state reg- on whether the Supreme Court "What the court decided isstated the lawsuit a year ago (BI, Insurance Co , Lawyers Title In- ulation "
June 24, 1991, Sept 25, 1989) agrees to hear the attorneys gen- very, very consistent with thesurance Corp , and Stewart Title Although the Ticor case did eral case

The defendants have asked the Guaranty Co states' position in the insurance
not involve the McCarran-Fer- "We felt that the states had case," said Kathleen E Foote,

U S Supreme Court to review The insurers filed rates in the guson Act, Mr Christie says the not actively supervised the con- a deputy attorney general forthe case (BI, Jan 20, Jan 13) four states under file-and-use title insurers will press this issue duet at issue," which was the al- California
The Court is waiting for a brief systems through rating bureaus, on remand They will argue that leged boycott, said Tom Alpert, Furthermore, the major issue

it requested from the U S Solici- all of which have since been dis- title searches and examinations assistant attorney general for in the attorneys general litiga-tor General's office, part of the banded are part of the "business of in- Massachusetts "What Ticor tion is the alleged boycott activ-Justice Department, outlining its The Ticor case concerns only surance" because they are an in- makes clear is that active super- 1ty, not the state action doctrine,
views on whether the court the rates set by title insurers for tegral part of underwriting risk vision is a fairly stringent test to Ms Foote said If the 9th Cir-should hear the case (BI, March title searches and examination, David M Farmer, vp-federal beat " cuit's decision to reinstate the30) The brief is expected to be not title insurance rates affairs for the Alliance of Ameri- Attorneys for both sides said case on the boycott issue is per-filed within the next week or so The FTC did not challenge the can Insurers in Washington, ob- they generally could not discern mitted to stand, there would be

In general, attorneys repre- title insurers' cooperative setting served that one of the arguments from the Ticor ruling whether no reason to review the issue of
senting defendants in the 1ndus- of rates because the McCarran- used by those who advocate re- the Supreme Court is likely to the state action doctrine, she
try antitrust litigation do not be- Ferguson Act protects from anti- peal of McCarran-Ferguson lS review the insurance industry said
li ev e the Ticor decision is trust scrutiny an activity that 15 that insurers also are protected antitrust litigation However, according to Msrelevant to their case While both the "business of insurance " by the state action doctrine "If But some attorneys observed Foote, the court's handling of thecases deal with the state action In his decision, Justice Ken- McCarran-Ferguson is taken an underlying pro-antitrust tone Ticor case could Indicate that
doctrine, the specific issues in nedy concluded that regulators away, then the Ticor decision in the decision This would indi- "the court has a particular inter-
each case are different, they say in Montana and Wisconsin did will have substantial and far- cate the Supreme Court is more est in this area" and may decide

But, some attorneys general not sufficiently supervise the reaching impact on the insurance likely to let the 9th Circuit's de- to review the insurance industrybelieve the high court's restric- title insurers' rate setting for industry," he said cision reinstating the litigation litigationtive interpretation of the state title searches and examinations "This will force states and in- to stand
action doctrine will be helpful to "Where prices or rates are set surers to seek out more and more The Ticor decision sends a sig- Federal Trade Commisszon vstheir arguments as an initial matter by private regulation and move away from nal that the Court iS concerned Ticor Tttle Insurance Co et at,

The Ticor case also is signifi- parties, subject only to veto if the competition in order to satisfy "with the states' regulatory pro- U S Supreme Court, No 91-72cant in light of the congressional state chooses to exercise it, the the requirements of the state ac-
debate over whether to repeal party claiming the immunity tion doctrine," he said
the limited antitrust exemption must show that state officials "Insurers need less regulation
provided to insurers by the have undertaken the necessary -not more," Mr Farmer argued
McCarran-Ferguson Act steps to determine the specifics "The hidden tax of exhaustive insurance Services Guide

Under the state action doc- of the price-fixing or rate setting regulation is unnecessary and
trine, joint pricing activity by an scheme The mere potential for should be avoided rather than
industry is exempt from federal state supervision is not an ade- encouraged The Ticor decision is
antitrust law if quate substitute for a decision by clearly one more argument for

• The activity is undertaken the state," he wrote InPhoto Surveillance IN'Sl)RANCI- VI 12 11 1 C \ 1-IC) N
retention of McCarran-Ferguson

'pursuant to a clearly articulated "The analysis asks whether the in its present form " Long Range Video SIR\,ICI-

state policy to displace competi- state has played a substantial In speculating on what impact /=lir-n Surveillance of Claim-

tion with regulation 1-Ill' Fh ants Agents w,th,n 3
role in determining the specifics the Ticor decision could have on 45'a,-L. hours drive of 80% of linsurance Tracking Experts

• The state "actively super- of the economic policy," he said the attorneys general's antitrust the U S population Since 1967
vises" the conduct "The question is not how well suit, defense attorneys stress that 800-822-8220 FAX 800-752-0720

state regulation works but very different issues are involved Lessors + Lenders + Prop Mg
whether the anti-competitive in the two cases

Illinois voters Franchisors + Contractors
scheme is the state's own " "The insurance antitrust liti- Advertise in Hospitals

to consider In light of this standard, he gation is Independent from Ticor The Insurance Services Guide!
concluded regulators in Montana and raises a separate issue," said FAX your ad Employee Reimbursement Programs

national health and Wisconsin had not "played a Mark Levy, an attorney with for the next issue

substantial role" in the rates set Mayer, Brown & Platt in Chi- Turnkey & Custom Systems
by the title insurers cago, which prepared the Su- FAX: 312/280-3189

CHICAGO-Voters ln Chi- For example, he noted that preme Court review petition PHONE: 312/649-5340 800 - 528-3622

cago and surrounding com- Wisconsin only checked the filed by most of the U S insur-
munities in Cook County, Ill, mathematical accuracy of the ance industry defendants r

will get a chance to express rate filing The issue in the Ticor case is
their views on national health The court remanded the case that states did not actively su-
insurance in November to the 3rd U S Circuit Court of pervise insurers' conduct In the Claims Processing and Management

An ordinance sponsored by Appeals in Philadelphia for a attorneys general case, "it's clear 6,0?4 *624% THIS! Automated Benefit Administration,

System installed nationwide andm Puerto

John H Stroger Jr , a member further determination of whether that the state engaged in exten- Rico since 1979.

of the Cook County Board of Arizona and Connecticut regula- sive and detailed supervision,"
Commissioners, and approved tors conducted sufficient review he said 3 THIS I THIS! Real-time claims adjudication.
11-4 by the board, puts on the of the insurers' rate filings "I don't think thaz Ticor is rel- COBRA, EAP. Cost Containment,
Nov 3 ballot an advisory ref- In his dissenting opinion, Chief evant to us at all," agreed attor- Managed Care and extensive reporting

erendum on whether a na- Justice William Rehnquist, ney Bartlett H McGuire of S»eted 5%
5

capabilities with clear, concise processing
screens.

tional health insurance sys- joined by Justices Sandra Day Washington-based Davis Polk &
tem is needed O'Connor and Clarence Thomas, Wardell, which represents ISO in Call Telos and ask for THIS!

The referendum will read as criticized the majority for failing the antitrust case (805) 968-2551 • Fax (805) 968-2589
in/vis

follows "Should the State of to set a clear standard that states COMPUTING INC.In the Ticor case, there was no
Illinois urge the Congress and and businesses can follow 42 Aero Cammo, Suite 102 • Goleta, CA 93117

state supervision at all, in the in-
the President of the United And, Justice Antonin Scalia, in surance industry case, 35 differ-
States to enact a publicly a concurring opinion, said the ent states held hearings on the
funded national health insur- court's vague standard would en- changes in the policy form, Mr
ance program that provides gender more antitrust litigation McGwire said
c(,mprehensive health care for .

This ruling places state-regu-
Reach For The Stars

There is no question in the in-
all citizens while giving ev- lated businesses in a very diffi- surance antitrust litigation that Investigate this new generation of quality software solutions for health
eryone the right to choose cult position," said Craig Ber- the insurance regulators re- benefits management, workers' compensation claims, general liability,
their own hospital, doctor or rington, senior vp and general viewed the forms very extensi- medical cost containment, including
other health care profes- counsel for the American Insur- vely," said Roy T Englert Jr of
sional?" ance Assn in Washington ISP HealthStar • ISP CompStar • ISP MultiStar • ISP MediStarMayer, Brown & Platt in Wash-

It will be the first time an "You can follow the state's ington "As a result, the Ticor
Illinois county has put the regulations perfectly and later be decision will have very little im-
issue of national health insur- subject to federal antitrust law pact on the insurance antitrust For more tnformation about the many ways

you can benefit fromance before its voters Cook because the federal court finds litigation "
County reportedly spends the state didn't do its job," he Despite the factual differences Insurance Software Packages, Inc

wnte to uS at
..../

$440 million annually on said between the Ticor case and the 3625 Queen Palm Drive
health insurance "This decision is tantamount insurance industry antitrust liti- Tampa, FL 33619

Explaining this action, the to requiring federal oversight of gation, many of the attorneys or call (800) 237-8133 in the U S.,

ordinance states that the state regulatory activity," said general believe the Ticor ruling (813) 621-6069 in Florida

board deems it "to be in the attorney John C Christie Jr, may help them
public interest to survey the who represents the title insurers The emphasis throughout the
opinion of the voters" regard- in the Ticor case Ticor decision was that the state
ing national health insurance For advertising information in the INSURANCE SERVICES GUIDEThe decision also places the must look closely at the particu-

Contact Margaret Hikido 740 Rush Street Chicago, Illinois 60611-By Lon Btock burden on the regulated busin- lar conduct it is approving, said
esses to prove there was suffi- Richard Schwartz, assistant at- Telephone (312) 649-5340
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Bank.Insurer affiliations State Farm proposes
Insurance products offered by banks pose regulatory challenge new solvency program

By MEG FLETCHER According to an OECD study surance provides new opportuni-
prepared by Mr Laboul-"Insur- ties for consumers, the regulators WASHINGTON-State Farm Group is proposing a solvency

WASHINGTON-The integra- ance and other Financial Ser- say protection program that would require prop-

NAIC
tion of insur- vices Structural Trends"-15 of Consumers generally benefit
ance and bank- 24 industrial nations surveyed through the increased number of NAIC erty/casualty insurers to annually deposit

enough high-quality assets with a bank trustee
ing products lS last summer allowed a bank to product options as well as by to cover their anticipated losses
creating new directly distribute some type of their lower cost, Mr Molgaard The Solvency and Financial Enforcement Trust program,

challenges for regulators m the insurance product added dubbed SAFE-T, lS intended to enhance current solvency regu-
United States and other 1ndus- The trend lS toward a "one- However, consumers face some lation requirements and ensure that substantial assets will be
trial nations, according to an in- stop" financial supermarket, potential disadvantages, includ- available in the event of insurer insolvencies, said two former
ternational group of insurance said Piet Badenhorst, executive ing the possibility of a bank en- regulators who endorse the proposal by the Bloomington, Ill -
regulatory officials director of South Africa's Finan- gaging in "coercive selling," by based insurance group

"There is ample evidence that cial Services Board requiring its loan recipients to Zack Stamp and Philip R O'Connor, both former directors
a process of 'convergence' be- "You have to have a rather lib- also purchase insurance, Mr Ba- of the Illinois Insurance Department, presented the proposal to
tween insurance services and eral approach to a phenomenon denhorst said the National Assn of Insurance Commissioners during the
other financial services is under In addition, an integrated en- group's recent meeting in Washington
way," said Andre Laboul, ad- tity may not keep consumer in- Under the SAFE-T plan, an insurer would be required an-
ministrator of the Directorate for

Fifteen of 24 formation as confidential as sep- nually to post an amount equal to the total of all reserves for
Financial, Fiscal and Enterprise arate banking and insurance losses and loss adjustment expenses as reflected m the com-
Affairs of the Organization for industrial nations entities would, Mr Badenhorst pany's most recent annual statement
Economic Co-operation and De- surveyed allow banks

said The insurer would retain control over trading activities
velopment in Europe International regulators' high within the account, but any withdrawal from the account would

Industrial nations, especially to distribute some level of interest in the conference require approval from the insurance regulator in the insurer's
those in Europe, have made great insurance products. probably was due to ongoing home state

strides in integrating financial talks about establishing a sepa- Insurers would be required to eliminate any deficiencies in
services, especially those involv- rate organization for interna- the account from year to year If the account dropped to less
ing life insurance products, ac- tional regulators, said David than 80% of the amount required, the insurer would immedia-
cording to spokesmen repre- like this," according to Eigil Walsh, Alaska insurance director tely have to cease writing new and renewal business
senting the OECD, Denmark and Molgaard, director general of the and chairman of the NAIC's In- A state's insurance guaranty fund would have a lien against
South Africa Danish Financial Supervisory ternational Insurance Relations the SAFE-T account if the insurer were declared insolvent

The international officials par- Authority Task Force (BI, Oct 7, 1991) "SAFE-T constitutes the next logical step in the progress of
ticipated in a panel discussion at In the United States, the Bush However, it may take another solvency regulation in an increasingly complex and risky in-
the Seventh International Con- administration supports allow- year for such an organization to surance market," according to a statement by Messrs Stamp
ference of Insurance Regulatory ing insurance companies and establish Itself, because interna- and O'Connor

Officials, held June 7-11 in banks to increase their affilia- tional regulators are still discus- "As an early warning device, SAFE-T would further mitigate
Washington tions, said John C Dugan, dep- sing issues Including which the size of insurance failures," they say

More than 90 regulators from uty assistant secretary of the countries should be members, he They contend the plan is appealing because it is
55 countries-a record atten- U S Treasury said • Flexible rather than rigid
dance-participated in the con- Currently, many states allow "The critical thing lS to get • Prospective rather than retrospective
ference, held in conjunction with banks to engage in agent activi- a structure with which everyone • Self-executing rather than intrusive
the summer meeting of the Na- ties, he pointed out agrees," Mr Walsh said In addi- • Reliant on computer-based surveillance
tional Assn of Insurance Com- However, the administration hon, it is important to define the • Targeted on reserve adequacy rather than numerous in- ,
missioners has found lt hard to persuade purpose of the organization so direct financial indicators

The integration of financial Congress to pass bills allowing would-be participants "are com- • Efficient in the use of limited regulatory resources, be-
services worldwide was a major this natural "evolution" to take fortable with it and do not feel cause it enlists the fiduciary role of banks
topic of discussion at the meet- place, he said that they have given up their au- -By Meg Fletcher
1ng Integration of banking and in- tonomy," he added .

Pennsylvania Senate OKs comp reform
HARRISBURG, Pa -The Repub- Rehabilitators would be required Insurance Co, which was placed

bean-controlled Pennsylvania Sen- Around ihe sle#es first to pay operational expenses mto rehabilitation m July 1991
ate has passed a workers compensa- and employee salanes Pollcyholders However, Mr Kading said the
tion reform package aimed at would be third m line for payment, offset amendment now being con-
controlling costs while ensuring The Senate bill also arranges for state minimum benefits requirement followed by all other creditors, m- sidered by the Assembly committee
quality care and workplace safety medical benefit caps to be adjusted in workers comp cases cluding remsurers and banks would not be implemented retroac-

But Democrats in the state House annually to parallel changes m the Injured workers off the job now New Jersey now has no prior- tively and thus wouldn't apply to
of Representatives believe this standard weekly wage across the receive a benefit equal to two-thirds ity creditors list, courts allocate the Mutual Benefit Life rehabihta-
amended version of a blll passed by state of their wages, but cannot receive assets of failed Insurers on a case- tion
the House m December weakens ltS "Opponents of the bill want to less than $144 per week by-case basis Both banks and rem- -By Michael Schachner
cost containment provisions (BI, make it sound like an automatic "We believe if a person's work- surers favor the current method
Feb 3) annual Increase, but it's not," said ers comp is more than their sal- However, Insurance Commis-

Key elements of H B 2140 are Nell Malady, an aide to Sen Ro- ary, then there is no Incentive to sioner Samuel Fortunato, told mem- /£ A OPL

• A competitive rating system bert J Mellow, D-Lackawanna go back to work," Mr Malady said bers of the Senate Cornmerce Com-
• A cap on medical benefits County, who co-sponsored the Sen- Rep Surra disagrees "The per- mittee earlier this month that
• Greater emphasis on workplace ate bill "It keeps the rates con- son iS making a httle more, but he Individual pohcyholders deserve to

safety sistent with inflation If the stan- may have lost 30% of the use of his be placed above institutional credi-
Both versions call for a competi- dard weekly wage does not go up, arm," he said tors "as a matter of social justice"

tive ratmg system based on fillng of neither do Medicare rates " Gov Robert Casey mtroduced the The NAIC bill may not be as well Index
loss costs and individual Insurer ex- Rep Surra says adjustable caps workers comp legislation, the first in received m the State Assembly The
penses This rating system would re- undermine cost containment be- 22 years, to pre-empt a statewide Assembly Insurance Committee is Issue of June 22
place uniform statewide rates cause whenever rates go up, the per- 51 8% rate increase now considering changes proposed

One pomt of dfference between centage insurers have to pay in- The House 15 expected to vote by reinsurers, which argue that the Advertiser Page #

the House and Senate proposals is creases, which could lead to shortly on whether to concur with NAIC bill would too severely restrict
Business Insurance 9,11,13,16

the need for pnor approval of loss increased workers comp premiums the Senate's amendments If they offsets, through which reinsurers
cost adjustments and expenses Workplace safety provisions are do concur, the governor w111 veto the can subtract from the amount they CIGNA 5

The Senate version also aims to another major point of contention legislation, a spokesman m the gov- owe a failed insurer the amount the
Colorado Absn Captive Ent 14

control costs by hiniting medical The amended bill requires insurers emor's office said Insurer owes them

benehts to 120% of Medicare relm- to provide "safety consultations" to If the legislation is vetoed, lt The Insurance Committee, which Cover X 12

bursements, an increase from 113% pohcyholders upon request But the would clear the way for the rate lS prepanng to vote on the rehabili-
Employers Reinsuranee 4

in the House bill Currently, medical bill provides no specific mcentives hike to go mto effect in August tation/liquidation bill, is considenng
costs are not capped to make or follow up on these re- -By Elleen P Gunn an amendment that would permit Environmental Comphance 7

Proponents of the House pack- guests As a result, House Demo- a remsurer to continue to use offsets
Express Senpts 16

age cite this change, among others, crats beheve the provision is too lax N.J. eyes creditor list unless it has a history of abuses
m arguing that the Senate's amend- The House version mcluded a pro- "The way the NAIC is seeking Governmental Programs 15

ments benefit the msurance mdustry posal from the AFL-CIO which TRENTON, N J -A bill passed to limit the offsettmg of nsk is over- Home Insurance 9,13

rather than businesses and workers would give a 5% discount to cor- by the New Jersey Senate would restnctive and counterproductive It
"The bill as it reads now is a porations that set up "safety com- establish a pnonty creditors list in mterferes with legitimate transac- I'IT/Hartford 6

wmdfall for the insurance mdus- mittees" at construction sites and life/health insurer rehabilitations tions that have been allowed for Mutual of Omaha 28

try," says Rep Dan Surra, D-Elk m any workplace that maintains and hquidations many years," said Brad Kading, a vp
and Clearheld Counties, a leading more than 26 workers Safety com- Choosing to make no changes in a with the Reinsurance Assn of
proponent of the original House mittees would provide a means of National Assn of Insurance Com- Amenca m Washmgton
package "It's not golng to save the gettmg workers and management missioners' model law-known as The legislation belng considered
business community as much money together to discuss safety needs the Life and Health Insurers Reha- by the Assembly, A-1338, would
as they (proponents of the amended The two sides also disagree over bilitation and Liquidation Act-the apply retroactively to pohcyholders
bill) thmk it will " the Senate's attempt to eliminate a Senate passed S-719 on June 8 and creditors of Mutual Benefit Life
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Health care reform health care reform, benefit ex- and Republicans, as well as the payers, like insurers and employ- Individuals with incomes of
perts say

Contznued from page l Bush administration, could be- ers, would be based on the same more than 200% of the federal
Associates in Washington "There is a political impetus come so concerned about anti-in- or similar methodologies that poverty level could buy Medicarehere," Mr McArdle said

A serious move to push legisla- cumbency anger among voters Medicare uses, the actual rates coverage for children under 18
"The Democrats want to put that they could reach an agree- would be about 30% to 35% years of age The premium fortion first developed last month themselves on record as having a ment on some type of health care higher, congressional staffers es- this so-called Medicare buy-inwhen Rep Stark tried to forge a program on health care reform," reform legislation in the waning timate would be roughly $100 a monthconsensus from Ways and Means said Mark Ugoretz, president of weeks of the session, Ms Gold- Hospitals now receive fixed per covered individual, congres-Committee Democrats on health the ERISA Industry Committee, stein said fees from Medicare based on pa- sional staffers estimatecare reform legislation he was a Washington-based benefits And, even if only the House tient diagnosis

drafting Medicare also would be ex-
lobbying organization repre- passed a bill before the session The Health Care Financing panded to offer a new prescrip-Rep Stark acknowledged that senting large employers on bene- ended, lt could pave the way for Administration, which adminis- tion drug benefit beginning inseveral earlier efforts to reach a fit issues

action during the next congres- ters Medicare, currently is put- 1996 But, the deductible wouldconsensus failed at least in part But Democrats face a big po- sional session, Mr MeArdle said ting into place a new fee sched- be $800 in 1996, $850 in 1997 and
because earlier proposals did not litical risk, too At this point, lt Certain portions of the new ule, known as the Resource- $900 in 1998 A 20% copaymentoffer enough benefits to recipi- is not clear whether Democrats Stark bill are borrowed or Based Relative Value Scale, for also would be requiredents

can win enough support to pass adapted from bills previously in- physicians Also under the Stark proposalThe latest proposal won sup- any type of health care reform troduced by other members of While employers have been hit • Employers with fewer thanport after Rep Stark agreed that legislation on the House floor
he would not push for certain , the Ways and Means Committee with double-digit increases in 100 employees and multiple em-The Democrats might not get For example, the Stark pro- health care costs, they are not yet ployer wel fare arrangementshighly controversial provisions anything through and will be posal would set national health ready to endorse federal rate set- would not be allowed to self-in-
contained in earlier drafts of his seen as unable to accomplish care spending limits, as did a bill ting and regulation sure health care coveragesbill that are not directly related anything," observed Stuart J Introduced almost a year ago by
to health care reform "There is a concern it could While the proposal doesn't ex-

Brahs, vp-federal government Ways and Means Committee drive out quality as well as a plain why small employers
For example, the bill that Rep relations at The Principal Finan- Chairman Daniel Rostenkowski, worry it could lead to price con- should not be allowed to self-Stark plans to introduce this cial Group in Washington D-Ill trols for other services," said fund, benefit experts say there isweek will not include a provision "It would be an embarrass- Under the Stark proposal, the ERIC's Mr Ugoretz congressional concern as tothat calls for allowing employees ment if the Democrats could not , total health care budget would However, the cost savings re- whether small firms have the fi-' in group health plans to seek pu- get a bill passed," said Ellen be set by statute in 1994, the year sulting from capping health care nancial strength to self-insure

nitive damages against insurers Goldstein, director of health care the legislation would go into ef- spending and rates for providers And, there have been many col-because of improperly denied policy at the Assn of Private feet would be so great that it would lapses of self-funded MEWAsclaims, congressional staffers Pension & Welfare Plans in Total health care spending in allow a major expansion of Med-said • The self-employed could de-Washington
Rep Stark said his bill will be 1994 would be allowed to in- icald and Medicare without an duet up to 100% of their health

Ms Goldstein said it would be crease by 9 1% from 1993 An increase in federal taxes, Rep insurance expenses, up from thepassed by his subcommittee, a a "Herculean" feat for Congress 8 2% increase would be allowed Stark maintains current 25% limit

prediction other benefit experts to pass significant health care in 1995 with somewhat smaller Under his proposal, the Medic- • Employers and insurerssaid is on target The California reform legislation this session increases in succeeding years aid program, which is funded by could not deny coverage becauseDemocrat also said he expects because of several factors Most After health care spending the federal and state govern- of pre-existing medical condi-
passage by the Ways and Means significantly, there lS little time limits are set, the Department of ments, would be expanded to tions to new workers with less
Committee, but he did not pre- remaining in the session because Health and Human Services offer coverage to individuals than a three-month break in em-
diet the bill's fate on the House of the election and the adminis- would set specific payment rates with incomes up to 200% of the ployment-based health coveragefloor

tration opposes most proposals for health care services so that federal poverty level In other situations, the maxi-The move by Rep Stark and advanced by congressional Dem- expenditures would equal the For a family of four, the cur- mum pre-existing medical exclu-other House Democrats to bring ocrats national limits While physicians rent federal poverty level is mon would be six monthsa health care reform bill to the In addition, the unwillingness and hospitals could charge less about $14,000 of income • Insurers and employersHouse floor carries with it the of House Democratic leaders to than these rates, they could not
potential for political gains and consider play-or-pay proposals charge more Eligibility for Medicaid now could not deny coverage to any
losses varies from state to state individual based on health statusputs them at odds with the Sen- These rates would be based on In addition, the federal Medi- or medical condition

The Democrats hope a bill 15 ate Democratic leadership, the same methodology that care program, which now pro- • States could establish re-
passed-at least in the House-to which is pushing for that ap- Medicare uses to reimburse hos- vides health care benefits to the gional health insurance purchas-send a signal to voters that the proach, she said pitals and physicians elderly and the disabled, would ing cooperatives for small em-Democratic Party is working for Still, congressional Democrats But while rates paid by private be expanded in several ways ployers

Solvency regulation proposals
Continued from page 3 Alliance, which supports state regulatory role are proposals for The Treasury Department en- merely a delaying tactic, MrNAIC meeting-and during re- regulation
cent testimony on H R 4731-"is a federal guaranty fund, accord- dorses the proposal calling for a Brown said

But, proponents of some form ing to Andrew Wright, vp-fed- Treasury Department study, be- Even the Alliance, whichthe administration's only indica- of a federal regulatory role crit- eral affairs for the American In- cause its experience with the strongly supports state regula-tion of ltS position on the issue," icized the administration's surance Assn in Washington savings and loan bailout taught tion, is not sure another study isnoted Dennis Fitzgibbons, a stance Mr Dingell's bill, H R 4900, lt to be wary of the side effects of necessary in light of a study al-staffer with the House Energy The Treasury Department lS calls for establishing a national "well-intentioned" efforts that ready conducted by the Generaland Comm erc e Co mm ittee, "somewhat misguided," said Mr guaranty fund for insurers that may dampen credit availability Accounting Office and an infor-which lS chaired by Rep John D Brown of RIMS It lS "ludicrous" choose to be regulated by a new The insurance industry plays mal study already under way byDingell, D-Mich to say that because a state-based federal agency The fund would "a critical role" as "one of the the Treasury Department (BI,"This statement is the stron- regulatory system has worked up be prefunded through insurer as- principal financial intel,me- May 27,1991)
gest thus far that I have seen of until now in some areas, it sessments and would not receive diaries and sources of capital in(administration) support for the should continue in all areas, he government backing "Regulatory problems have

our economic system," Mr been Identified, and state regula-continuation of the state system said "We do not think that now is Dugan said in a statementof regulation, or alternatively, its tors are on a clear course to cor-
"There are clearly some areas the time to move forward with a In 1990, "total assets of life rect them," Mr Farmer pointedopposition to a federal role," where state regulation is not federal legislative regulatory and property/casualty insurers outsaid David M Farmer, vp-fed- working," Mr Brown said scheme, particularly one that in- approached $1 9 trillion, repre- Recommending a study Insteaderal affairs for the Alliance of For example, there lS a need to volves a federal guaranty fund senting over 17% of the financial of change is "an election yearAmerican Insurers

better coordinate state guaranty for policyholders," the Treasury assets of all private sector finan- stance," said the AIA' s MrPreviously, officials of the Risk fund activities and a need for Department's Mr Dugan com- cial intermediaries," he said Wright In his opinion, the& Insurance Management So- special regulatory treatment for mented "Insurance companies held study's conclusions will not haveciety Inc heard some "rum- insurers that write coverage for "We have seen only too well 32% of all U S tax-exempt any impact on Mr Dingell'sblings" that the administration large commercial policyholders, the consequence of a federal de- bonds, 52% of all corporate and agendawould not accept a bill like that according to Mr Brown posit insurance scheme for the U S -held foreign bonds, 15% of Meanwhile, a jurisdictionalproposed in April by Rep Din- "States are allocating their re- banking and thrift industry, federal agency securities, 17% of squabble 15 emerging in thegell, but that was all, said Paul sources on the wrong things," which many people do not know U S Treasury securities and al- House
Brown, director of governmental said George K Bernstein, an at- was not guaranteed by the U S most 16% of all corporate equi- Although the House Banking,and public affairs and general torney in Washington and New government officially until Just ties and mutual fund shares held Finance and Urban Affairs Com-counsel for RIMS (BI, April 20, York who represents the Insur- several years ago," Mr Dugan by the private financial sector," mittee last week approved H RApril 13) ance Solvency Coalition, a group explained he noted 4731, which calls for the Trea-Industry groups' reaction to of insurers, brokers and policy- "It started out as a fund that "In addition, insurance com- sury Department study, Housethe administration's stance holders that advocates federal was supposed to be entirely panies are a major source of Speaker Thomas Foley is consid-varies according to where each regulation of commercial insur- funded by the industry with no long-term mortgage funds to fi- ering Mr Dingell's request thatgroup stands on a federal role in ers (BI, May 11)
solvency regulation government guarantees," just as nance commercial real estate the bill be referred to his Energy

Those "wrong things" include the proposal for the most recent projects after the initial con- and Commerce Committee beforeProponents of the current state "Mickey Mouse" rate regulation, federal guaranty legislation at- struction and development are it goes to the House floorregulatory system welcomed the overregulation of commercial tempts to do complete," Mr Dugan contin-administration's support However, a previous requestpolicyholders and requirements But from our point of view, ued by Mr Dingell for Joint Jurisdic-"We are pleased to have the that discourage foreign insurers once you put that sign on the Specifically, the Treasury De- tion of H R 4731 was denied,administration's position favor- that want to establish U S sub- door that says federal guaran- partment wants to study the im- noted William H Phillips, staffing state regulation on the rec- sidiaries, he explained
ord," commented NAIC Presi- tee, sooner or later the American pact of any solvency regulation director of the House Subcom-

Missing from the debate is that taxpayer will be called upon to proposal on credit availability, mittee on Policy Research anddent William H McCartney, who the current system encourages fulfill that commitment," Mr monetary policy and other areas Insurance, which is under theis the insurance director in Ne- unauthorized insurers and cre- Dugan said
braska of the U S financial system aegis of the House Banking Com-ates competitive disadvantages "So, we are very, very skepti- While not objecting to a Trea- mittee"We would certainly agree for commercial insurers, he cal of any move that would take sury Department study, Industrywith the administration's assess- added In addition, legislators are re-
ment of current regulatory us in that direction to expand officials wonder whether lt lS luctant to deal with non-essen-Spurring the Treasury Depart- the liability of the U S tax- necessary tial matters Just before an elec-needs," said Mr Farmer of the ment's concerns about a federal payer," he said RIMS fears a study may be tion, according to Mr Farmer I
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Bush aims to speed health claims Update
WASHINGTON-The Bush Electronic transmission and gency room doctor access to a

administration is proposing leg- processing of claims would patient's entire medical history Huge toxic waste suit settled
islation that would speed up the greatly improve the accuracy of Without computerized records,

Cont:nued from page 2electronic transmission of health data, said Lee Barrett, director such a doctor may lose valuable
care claims processing and pay- of information systems-managed time in flipping through a 100- msurers, to pay $71 milhon m bad faith damages to Monsanto The
ments, as well as to force hospi- care and employee benefits at plus page hospital chart, Dr chemical company alleged, among other things, that Crum & Forster

had attempted to unfairly shift costs related to the Bno htigation totals to automate medical records The Travelers Insurance Co in Sullivan said
In addition, the legislation Hartford, Conn Hospitals now are a long way Monsanto (BI, May 4, Apnl 16)

In addition, a group of chemical companies had previously agreedeventually would give consumers Under the legislation, the HHS from computerizing patient rec-
more information about the secretary would be given au- ords and doing so would be to pay a total $85 milhon to the Bno plaintiffs These companies

include units of Amoco Corp, Atlantic Richfield Co, Chevron Corp,quality and cost of health care thority to develop standards for costly, said Dr Roger Taylor, na-
Cos-Mar Co, Umon Carbide Corp and Hoechst A G Many of theseservices the electronic transmission of tional leader for health care at

The legislation is intended to claims information if insurers The Wyatt Co in Washington companies are also htigatlng with their msurers

shave billions of dollars off the have not made significant Hospitals would have until
administrftion of health care progress toward such standards Jan 1, 1998, to develop compu- Tobacco investigation begun
claims by forcing insurers-if by 1993 terized patient record systems

NEW YORK-The U S Attorney's Office m Brooklyn is con-necessary-to scrap manual pro- Insurers already are making The measure also would re-
ductmg a cnminal investigation mto whether major tobacco com-cessing of a blizzard of paper some progress in developing such quire the states to make publicly
panies misled the pubhc about the dangers of smokingclaim forms in favor of electronic standards through their partici- available the average prices for

According to attorneys famihar with the probe, it could lead toprocessing pation in a special committee of commonly provided health care
criminal charges under the federal Racketeer Influenced & Corrupt"Automating the insurance the American National Stan- services
Organizations law as well as mail fraud and wire fraud chargesclaims process will eliminate the dards Institute, said Elaine Wax- At the same time, all Medicare

The Investigation was launched recently in hght of documentsenormous and needless paper- man, director of environmental claims information-after the
that the Council for Tobacco Research released earher this year onwork burden of the system Au- and strategic analysis at Blue identity of the patient was re-
the order of a federal distnet court m Newark, N Jtomation of health care records Cross & Blue Shield Assn in moved-would be made publicly

Marc Z Edell, the plaintiffs attorney m a case pending beforewill result in quality improve- Chicago available That would help em-
the U S Supreme Court that seeks to hold cigarette manufacturersments that will add value to each In addition, the legislation ployers and insurers with their
civilly hable to smokers, said the criminal investigation may turnhealth care dollar spent," said would require hospitals to com- evaluations in setting up pro-
up evidence that could provide the bases for lawsuits alleging fraudHealth and Human Services Sec- puterize patient records This vider networks, the administra-

retary Louis W Sullivan could give, for instance, an emer- tion said
Mutual life insurers merge

Lloyd's rejects bailout NEW YORK-Phoenix Mutual Life Insurance Co and Home Life

Insurance Co will join forces next month m what wlll be the largestContinued from page 2 Lloyd's would have to take on uniform and well-known, argued merger m history among two mutual hfe insurersconsidered by the group, one was the role of a banker when lt does Tom Benyon, chairman of the On July 1, Home Life and Phoenix w111 form Phoenix Home Lifefound to be inequitable, one too not have the specialized knowl- Society of Names, a members' Mutual Insurance Co The new company, which wtll be based mcostly and the third involved edge to do this, according to Mr group
New York, W111 have assets of nearly $11 bilhon and capital andLloyd's offering loans to mem- Lord "They allow you to keep 9,000 surplus of more than $600 milhon It will rank as the 12th4argestbers when lt does not have the Although it rejected a central pounds ($16,740) a year if you mutual insurer in the countrybanking expertise to do so, said bailout for members' past losses, are single ,14,000 pounds Officials at New York-based Home Life and Hartford, Conn -basedAlan Lord, Lloyd's chief execu- the council did agree to lower the ($26,040) a year for a couple and Phoenix say they are merging in order to strengthen their standing intive level at which a marketwide they let you live in a small house the group and individual life/health markets and to save about $60The first proposal would have stop-loss scheme would kick in worth 50,000 pounds ($93,000) milhon per year through reduced overhead They emphasize that nei-limited members' losses in the for members' future losses That's not a lot," Mr Benyon ther company is engaging m the merger due to financial problems1988 and 1989 accounting years The council lowered the loss said

to about 250% of their capacity threshold to 80% of a member's Unless Lloyd's reconsiders its
on each syndicate premium limit, the amount he or rejection of a central bailout, Ohio Casualty leaves California

The working group, headed by she agreed to write in a given such as imposing a levy on all HANIILTON, Ohio-Citing 10 years of underwntlng losses, OhioLloyd's Deputy Chairman Ri- year, down from the 100% that members and market profes- Casualty Insurance Co is withdrawing from California, where lt haschard Hazell, rejected this idea was originally proposed (BI, Jan sionals, it will face "death by a wntten property/casualty Insurance since the early 1940ssaying it would be inequitable 20) thousand writs," Mr Benyon "We have not made an underwnting profit in Callfornia in any hneto grant relief to members who This would encourage wealthy said for the past 10 years," a spokeswoman saidsuffered large losses on some people to join Lloyd's in the fu- The change in the stop-loss Other factors that contnbuted to the decision were an estimated
syndicates but who earned prof- ture, Mr Lord said scheme will not encourage any- $22 milhon loss from last year's Oakland fires, rates that Ohio Ca-its on other syndicates, Mr Lord There are many people worth one to Join Lloyd's, he argued sualty said were too low, and htigation costs it said were too highsaid many millions of pounds who "It's difficult to see anybody Ohio Casualty wrote $225 3 milhon m premiums m Callfornia mThe second plan called for would not want to risk their this side of the funny farm join- 1991, or 15% of ltS total business, the spokeswoman said By ApnlLloyd's to pay the net losses of whole wealth by joining Lloyd's ing Lloyd's until it sorts out its 30, that share had dropped to 13%
all members for the years 1986 to but would be prepared to risk past," Mr Benyon said Ohio Casualty says it wlll run off its policies by the end of 19931990 and then start fresh the maximum of 2 4 million "There will be a wave of litiga-

"The cost of this scheme would pounds ($4 5 million) that they tion," said Christopher Stock- Briefly notedhave been too high and most could lose under an 80% stop- well, chairman of Lloyd's Names
people to whom the benefit loss threshold, he said Assn Working Party "It's very The Cahfomia Supreme Court has let stand an appellate decisionwould have been given are no The maximum premium mem- difficult to see anyone consid- permittmg the Legislature to mphon $19 blilion in state employeelonger active members of bers are allowed to underwrite at ering Joining Lloyd's ln the fu- pension fund assets to help reduce the state's $64 bilhon budgetLloyd's," the deputy chairman Lloyd's is 3 million pounds ($5 6 ture having any faith in the mar- deficit The California Public Employee Retirement Systemsaid million) ket after this decision "

had $647 bilhon m assets at year end cAlifornIa Insurance Com-The huge costs Involved in this The stop-loss plan would be Lloyd's should help members missioner John Garamendi has filed suit seeking the enforcement of
scheme would have significantly funded by a levy on all Lloyd's facing large losses by raising emergency Proposition 103 rate rollback regulations that have beeneroded the Central Fund and members funds through a charge on all rejected three times by an administrative law judge The rules weremight jeopardize policyholders' Lloyd's also is holding discus- policies written at Lloyd's, re- scheduled to expire last week but were extended for 30 days because
confidence in the market, he sions with underwriting agents commended Charles Sturge, a of the suit (BI, June 15) The Cahfornia Supreme Court upheld ansaid and brokers to seek contribu- syndicate analyst at Chatset appellate decision that non-residents cannot file emotional distress

"The central objective of any tions to help ease the terms inn- Ltd , which earlier this month suits m Callforma against heart valve manufacturer Shiley Inc.
insurance organization is to posed on members who apply to predicted Lloyd's 1989 loss will simply because the states or countries m which they reside prohibitreassure policyholders that lt the Lloyd's hardship committee top 2 billion pounds ($3.72 damages for mental distress caused by fear the valves might fail (BI,will be in a position to meet any for help in paying their losses, billion) (BI, June 8) March 16) Dow Corning Corp eshmates that the $45 milhon pre-claims that arise," Mr Lord said Mr Lord said Lloyd's is expected to an- tax charge it plans to take in the second quarter--on top of earherThe third plan called for The payment terms and living nounce its 1989 results this charges totahng $49 million-wlll cover any non-msured habilityLloyd's to make loans to mem- conditions currently imposed on week costs associated with its now-discontinued silicone breast im-
bers to help them meet their members who apply to the hard- Brokers and agents being plant business Richard L Rowe, the former owner of Harborlosses, he said ship committee vary according to asked for money to help hardship Medical Administrators Inc. of Boston, was sentenced to six years"That would be mortgaging individual circumstances, he cases will have to dig deep into in Jail and ordered to make restitution of $19 milhon after pleadmgthe future," Mr Lord said said their pockets if the problems at gullty to kickback, embezzlement and fraud charges related to Har-Also, it would mean that However, the terms are quite Lloyd's are to be cleared up, said bor's administration of two bankrupt MEWAs (BI, May 14, 1990, Jan ,

Mark Farrer, chairman of the 29, 1990) NAC Re Corp. last week began a pubhc offenng ofSenate votes to keep bankrupt firms Assn of Lloyd's Members $100 milhon in notes NAC Re will contnbute about 80% of the
"The market must contribute- proceeds to the surplus of NAC Reinsurance Corp and use the othermaking payments to pension plans and contribute meaningfully-to 20% for corporate purposes Talks have broken down between in-

the problems that it created Sig- surance and banking industry representatives on a compromise thatWASHINGTON-Companies contributions if it finds that the nificant sums must be placed would limit the rights of regional banks to sell insurance Ft-
operating under Chapter 11 of needs of the bankrupt company's upon the table," said Mr Farrer nancial Institutions Insurance Group Ltd has rejected Chartwellthe Federal Bankruptcy Act estate warrant such a delay But Meanwhile, another Lloyd's Reinsurance Co 's unsolicited offer of $20 per share to acquire 100%would be required to continue to any such delayed contributions member, Claud Gurney, late last of the insurance holding company's outstanding shares Aboutmake minimum contributions to would have to be secured week obtained the 100 members' 16,000 agents have filed an antitrust suit in federal court m Austm,defined benefit pension plans The legislation, S 1985, also signatures he needs to call an ex- Texas, seelang $200 milhon in damages from Farmers Group Inc.under legislation passed last would give the Pension Benefit traordinary general meeting of The agents allege Farmers denied them access to pricing, marketingweek by the Senate Guaranty Corp the option of sit- Lloyd's members He expects the and poheyholder data unless they purchased computer equipment at

At the request of creditors, ting on creditors' committees of members to vote on a motion de- an inflated price from Fanners Blue Cross & Blue Shield of Mas-though, a bankruptcy court companies in Chapter 11 claring, among other things, no sachusetts will take over alhng HMO Bay State Health Care Inc.could postpone the minimum -By Jerry Geisel confidence in the council
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MEWA reform bill regulation week No date has been set on a vote on

The administration bill contains explicit any of the measures Bi Insurance Index
Cont:nued from page 2 standards for exemption "We are con- Although he introduced the administra-
tirement Income Security Act of 1974 But cerned that any pre-established, statu- tion bill and praised it as "running along 810

it relies on the Department of Labor to be torily prescribed reserve, contribution or much the same lines" as his earlier bill,
"efficient, fair, fast and use good Judg- other requirements may not be appropri- Rep Petri kept his bill before the sub- 790

ment," qualities that Mr Hunt saild the ate now or in every instance," Mr Ball ex- committee H R 2773, the "Multiple Em-
department hasn't always shown plained ployer Health Benefits Protection Act," 770

George Pantos, Washington counsel for "The most important consideration creates federal certification for self-
the Self-Insurance Institute of America would be the financial stability of the funded MEWAs that meet specific fund- 750

Inc and an attorney with Vedder, Price, plan, and its ability to provide the pro- ing and reporting requirements (BI, March
Kaufman, Kammholz & Day, called the mised benefits at the time and in the fu- 16, July 22,1991) 730

Bush bill "a step in the right direction" ture," said Mr Ball In an attempt to curtail fraud, one of the
because it includes federal standards for • The Labor Department would have Democratic-sponsored measures, H R
MEWAs the power to obtain a court order to force 4919, would allow new MEWAs to be cer-

Many MEWAs provide a legitimate a MEWA to stop operations immediately if tified by the Labor Department, but would

710

source of health insurance, primarily to it was not operating in accord with a de- leave most regulation m the hands of the
small employers But the plans have come partment exemption or in compliance with states, including the right to shut down 670

under intense congressional scrutiny in state law MEWAs The bill also would make it a fel- 4 2 47 0 0 4* CV 04 4 4 0:'recent years as fraudulent operators re- From a philosophical viewpoint, many ony to misrepresent the financial viability
peatedly have used them to defraud em- or risks associated with a MEWA Base = 100 on Dec 29,1978

ployers and employees under the guise of Another measure aimed at battling Source Nordbyintemational Inc
providing health benefits

The Labor Department would MEWA fraud was recently introduced by
Labor officials are now conducting 109 Sen Sam Nunn, D-Ga Its a simple bill, Insurance industry stocks slid last week, as the

MEWA investigations, David George Ball, be'the weak link' in says Sen Nunn, chairman of the Senate Business insurance Index fell 9.8 points to
776.5 on June 19 from 786.3 on June 12. Ad-assistant secretary of labor for pension

administering the Subcommittee on Investigations "Its in-
vancing issues for the week were led by HMOand welfare benefits, told the House Sub- tent is to make clear that a MEWA may be America Inc., up 13.0%; Hartford Steam Boiler,committee on Labor-Management Rela- administration's proposal, subjected to state insurance regulation, up 12.2%; and Lawrence Insurance Group, up

tions last week Twenty-one of those are Mr. Hunt says. regardless of whether it is an employee 7.9%. Declining issues for the week followed
criminal investigations welfare benefit plan under ERISA " NAC Re Corp., down 10.7%; Sierra Health Ser-

The administration proposal, H R 5386, Besides establishing the primacy of state vices, down 10.1%; and Chandler Insurance,
contains three major provisions regulation, Sen Nunn's bill would create down 9.1%. The most active issue was Sears,

• A MEWA would have to register each people would prefer state regulation, said fines of up to $5,000 and jail terms of up to Roebuck (Allstate), 2.3 million shares traded.
year with the Labor Department and send Mr Hunt of the benefit administrators one year for people who misrepresent an The B/ Index was down 1.3%; the NYSE Com-
copies of the registration statement to all group, states are closer to the people and entity's status under ERISA posite fell 1.6%; the Standard & Poor's 500 was
states where it offers or provides benefits actions they govern But state regulation "Quite frankly, it iS inconceivable to me down 1.5%; and the Dow Jones 30 Industrials

Failure to register would be punished by "just doesn't work" in employee benefits, that Congress could ever have intended fe112.1%.
a fine of up to $1,000 against those re- he said Contradictory regulations can that a product that walks like insurance,
sponsible for filing Willful violations frustrate employers with multiple loca- talks like insurance and acts like insur- British Issues
could draw an added fine of $5,000 and a tions and discourage them from offering ance could somehow, by invoking the
year in jail benefit plans name of ERISA, avoid the safety and 1 Week

• The labor secretary could under cer- The role of the Labor Department under soundness protections of state insurance
June 18 Price P/E Div Yiekl Higl»Low

Companies pence pence % pence pencetain circumstances exempt from state reg- the administration proposal worries Mr law," the senator said "Yet, if it takes one
ulation ERISA-covered MEWA plans that Hunt He says that the department already more reiteration of this basic premise to

Comml Union 491 14/M 31 5 64 499-491

Gent Accident 473 11/M 357 75 473-461

provide medical benefits and that are not has the power to regulate MEWAs under help stop these abuses, then 11 15 incum- Gdn Royal Exch 146 14/M 100 68 156-146

fully insured ERISA, but has chosen not to get involved bent upon us to do so " Royal 232 N/M 150 6 5 243-232

Mr Ball testified that the secretary of "Even if Congress said (the Bush pro- The SPBA's Mr Hunt called both the Sun Alliance 312 N/M 190 61 319-310

labor "could grant a three-year exemption posal) is a great idea and here's 1,000 new Hughes and Nunn approaches "punitive " Brokers

to a MEWA after determining that the ex- people, the department hasn't m the past "With the best of intentions, they have Bradstock 138 155 63 46 150-138

emption is administratively feasible, is not shown any desire to take on more work," wrapped up (the operation of MEWAs) in CE Heath 369 21 3 345 93 380-369

adverse to the interest of the participants said Mr Hunt The department would be so much red tape" that the arrangements
Hogg Group 161 98 10 7 68 163-161

JIB Group 173 127 100 58 180--173

and beneficiaries, and is protective of the "the weak link" in administering the ad- would be killed off, he said Lloyd Thompson 223 223 60 27 240-223
rights and benefits of the participants All ministration's proposal, he said Mr Pantos agreed "The bill Introduced Lowndes Unbrt 282 118 173 61 292-282

other MEWAS, including fully-insured The Bush bill, the earlier Petri bill and by Sen Nunn only does half the lob It PWS Holdings 47 51 53 11 3 48-47

MEWAs, non-ERISA-plan MEWAs and H R 4919, sponsored by Rep William deals with the fraud aspect," Mr Pantos Sedgwick Grp 203 158 160 79 207-203

Steel 8,11 Jones 265 133 177 67 285-265those non-fully insured ERISA-plan Hughes, D-N J, were all discussed at a said, explaining that under the Nunn bill,
Willis Corroon 232 14 7 17 6 76 246-232

MEWAs which were not granted an ex- hearing before the House Subcommittee states would be able to regulate MEWAs
emption would remain subject to state on Labor-Management Relations last out of existence .

Source Phdip Olsen. Insuranoe Industry Analyst, London

Bl Industry Stock Report
JUNE 15,1992 THROUGH JUNE 19,1992

Weekly Year to Date Annual MkVBk Weekly Year to Date Annual MkVBk
BROKERS Pnce % change % change H,gh Low Vol (000) $ Div % Yield P/E Book value value Pnce % change % change High Low Vol (000) $ Div % Yield P/E Book value value

Lincoln National NYS 5950 124 8.68 61.50 45.38 366 2 92 4.91 10 81.00 073
Alexander & Alexander NYS 21.38 284 4.27 2338 1800 150 100 468 134 13.10 1 63 Mamet Corp OTC 2475 246 1250
Gallagher Anhur J & Co

2825 17.13 26 000 000 7 1559 1.59
NYS 2225 532 -0 56 2525 1900 111 064 288 18 588 3.78

Mutual Risk Mgmt Ltd NYS 2975 556 15 30 37.75 1700 40 012 040 20
Frank B Hall NYS 375 714 1176 550 3.13 75 000 000 3 1.95 192 NACRe Corp OTC
Hilb Rogal & Hamilton

2300 1068 2698 3300 21.75 669 0.16 0.70 10
OTC

18 90
1138 319 1415 1550 1100 220 0.40 3.52 19 356 320

122 '

Nat,onal Re Holdings Corp NYS 1925 4.76 N/A 2363 1700 58 0.12 062 10 N/A N/A
Marsh & Mclennan NYS 7650 099 599 8375 7000 318 268 350 18 2800 273

Navigators Group OTC 33.25 221 1890 4825 29.50 84 000 000 19 13.52 246
Poe & Associates OTC 1350 526 1250 1600 1050 23 040 296 16 282 479

Nobel Insurance LTD OTC 500 256 25.00 600 338 111 000 000 3 7.76 064
BROKERS AVERAGE 14 26 25 29

NWNL Companies NYS 3500 175 1245 3850 1863 63 1.48 4.23 11 62.65 056 :

CONGLOMERATES & HOLDING COMPANIES Ohio Casualty Corp OTC 5300 230 707 5825 4350 94 268 506 8 1800 294

Old Republic Intl NYS 2038 062 1479 21.50 13.75 273 040 196 8 33.09 0.62

Berkiey WRCorp OTC 3288 038 779 3625 2350 299 0 36 1.10 12 36.95 089 Oren Cap,tal Corp NYS 3450 3.76 909 3550 2700 223 092 267 6 43.50 079

Berkshire Hathaway Inc NYS 8950.00 Phoenix RE Corp OTC 1025 682 238 11.75 850 24 020 1.95 25 1330 077
176 1.10 920000 715000 0 000 000 28 7270 00 1 23 Provident Life OTC 22.25 056 430 24.25 16.75 271 1.00 449 9 3950 0.56

ITT (Hantord Group) NYS 6350 -078 996 7063 5000 1526 184 290 11 11205 057 Re Capital Corp ASE 1300 -631 957 1750 1300 104 024 1.85 13 15.05 086

Sears (Allstate) NYS 38.13 586 066 48.00 32 50 4489 200 525 11 3450 1.11 Reliance Group Holdings NYS 488 250 18.18 588 350 66 032 656 3 640 076
4 CONGLOMERATES AVERAGE 20 43 23 15 RLI Insurance Corp NYS 21.13 497 2803 21.13 11.88 32 048 227 9 1441 147

INSURERS/REINSURERS St Paul Companies NYS 7000 000 395 7575 57.13 408 272 389 7 8660 0 81

SAFECO Corp OTC 49.38

...lim.Mi.RM-Ng-Mb.48fWM Mi'«·*444* 4
0.77 1.28 5025 3550 986 1.64 332 11 51.65 0.96

AEGON N V NYS 34.63 -072 107 3588 2738 9 1.14 329 7 WA N/A SCOR U S Corp NYS 1650 0.75 7.32 1888 1163 48 0.28 1.70 9 1119 147

Aetna Life & Casualty NYS 4025 -062 852 4700 31.88 819 2.76 686 8 8760 046 Se,bets Bruce Group OTC 575 000 455 875 400 144 036 626 3 1060 0.54

Allied Group Inc OTC 2150 000 2647 2300 1600 146 064 298 7 1985 108 Selective Ins Group OTC 1950 3.70 1642 2025 13 75 67 1.12 5.74 8 3075 063

American General NYS 4650 -0.27 449 4888 3750 868 2.08 4.47 10 6000 078 Statesman Group Inc OTC 538 2.27 652 688 363 225 000 000 3 248 217

American Heritage Life Ins NYS 31 50 500 286 31.50 2006 5 084 267 16 N/A N/A Tokto Marine & Fire OTC 37.75 382 2670 55 25 32.25 0 000 000 7093 053

American Indemnity/Fin I OTC 700 000 4737 925 450 11 008 114 5 1293 0 54 Torchmark Corp NYS 6363 221 994 6363 4650 531 160 251 13 4095 1.55

American International NYS 84.75 383 1385 9938 7863 1641 056 066 11 9930 085 Transamenca NYS 4200 233 533 4675 31.25 300 2.00 4.76 28 5500 076

Aon Corp NYS 4250 241 726 4525 3475 224 1.68 395 11 3970 107 Transallantic Holdings NYS 29.75 246 2347 39 63 29.00 253 024 081 9 1838 1.62

Argonaut Group OTC 2625 187 1053 3025 21 75 29 084 320 8 2096 1 25 Traveler s Corp NYS 20.38 252 5.78 2375 1725 725 1.60 785 8 5900 035

AVEMCO Corp NYS 2525 516 100 2800 1963 75 040 158 22 955 2 64 Trenwick Group Inc OTC 2625 000 789 3075 2300 57 0.72 2.74 9 2171 121

Baldwin & Lyons Inc OTC 31 00 000 2039 31 75 22 75 9 028 0.90 8 2429 128 United Fire & Casualty OTC 3925 329 3083 4134 28.00 9 1.00 255 11 3539 111

Belvedere Corp ASE 6.13 000 8846 625 288 0 004 065 17 765 0.80 USF&G Corp NYS 1313 6.06 81.03 13.13 563 2140 020 1.52 8 1230 107

Chandler Insurance OTC 500 909 5385 600 2.13 128 000 000 45 595 084 UNUM Corp NYS 3863 098 4.63 4088 2881 664 0 64 166 12 37 70 1.02

Chubb Corp NYS 6975 -053 942 7800 6075 1305 1.60 229 11 7295 096 USLIFE Corp NYS 4875 323 183 5000 4538 168 000 000 8455 058

CIGNA Corp NYS 5600 323 -838 61 75 41 25 520 3 04 5.43 11 11715 048
Un,tnn OTC 33.25 3.62 699 3850 31.00 347 1.00 301 13 3723 089

CNAFinancial Corp NYS 8550 074 12.76 104 50 76 25 77 000 000 9 14355 060 USLICO Corp NYS 1763 208 4.73 2100 1700 21 100 567 14 33.15 053

Continental Corp NYS 28.13 045 181 3038 2325 442 260 924 24 4000 O 70 Washington National NYS 1950 189 2283 2063 1350 47 108 554 34 3350 058

EXEL Ltd NYS 3338 114 1100 4025 2738 208 092 276 7 WA N/A Zenith National Ins NYS 1800 0.70 667 1838 1375 25 1.00 556 8 13.14 137

Fund American Corp NYS 6950 018 454 7050 6200 125 068 098 30 3611 192 INSURERS/REINSURERS AVERAGE 46 50 33 116

Fremont General Corp OTC 21.50 118 1179 2600 1700 114 1.00 465 5 45.55 0.47
HEALTH MAINTENANCE ORGANIZATIONS

Front,er Insurance Group NYS 3613 -493 3380 3950 2091 46 060 1.66 13 2665 1.36

Gainsco Inc ASE 1663 472 18 75 1663 963 72 004 024 18 3 37 4.93 FHP International OTC 1625 370 1404 2700 988 1191 000 000 15 1550 105

General RE Corp NYS 81 00 -061 2049 10475 7750 1071 180 222 11 7865 103 HMO Amenca Inc OTC 1088 1299 3507 24.88 963 267 000 000 12 0 61 1783

Guaranty National Corp NYS 1450 252 000 1700 1263 31 048 331 10 N/A N/A Pacilicare Heaith Sys OTC 5750 0.00 4557 62 50 21.50 224 000 000 21 2825 204
Hanover Insurance Co OTC 3500 541 2.10 42 75 27.13 56 044 126 9 3744 0 93 Safeguard Health Enter OTC 1000 127 667 14.75 538 49 000 0.00 15 353 283

Harleysville Group OTC 18.75 260 11.76 2325 1675 78 064 341 8 2299 082 Sierra Health Services ASE 1675 1007 946 2750 1238 71 000 0.00 9 178 941
Hartford Sleam Botler NYS 5600 795 2 61 60 50 45.13 144 200 357 17 3550 1.58 United Healthcare Corp NYS 8025 446 7.72 93.00 40 25 734 003 0.04 31 4360 1.84

Kemper Corp NYS 2388 155 3738 46.13 23 25 311 092 385 6 5000 048 United Medical Corp ASE 725 000 357 10.25 588 5 020 276 28 8.79 082

L.awrence Insurance Group ASE 850 794 2360 11.13 725 3 048 565 19 4.71 180 U S Healthcare OTC 4850 348 1687 5200 4500 2349 000 000 2055 236

bberty Corp NYS 2950 043 3333 31.38 19.50 67 048 163 14 2935 1 01 HMOs AVERAGE 09 62 03 16
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Knowledge Without Action Is Wasted. Every group insurance company promises

the fruits of its knowledge and resources. But we put our knowledge and resources to work on

practical ideas for employers and employees. * For example, we identified early one of the great

,

1
:

5

emerging issues in employee benefits -- the provision of practical, economical group long-term care

coverage -- and moved to implement it. Today, those we serve have this coverage available to them --

because our experience and the resources we command made it possible early. * Clients who

depend on your advice want to know how well group insurance companies know the industry. Now

you can tell them how we make our experience and expertise work for them. For more information,

call Patrick Moeschler, Director of National Accounts,»at 1-800-877-1052.
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