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1S DATA PRIVACY A
BIG EXPOSURE

FOR YOUR ORGANIZATION?

“Breaches in network security have created unprecedented data |
theft, litigation and financial loss. Purchasing network risk insur- L
ance is one way to protect your company from liability for data |
privacy exposures. But before you do, there are a host of other
strategies to consider — behavioral risk mitigation, contractual
limitations, IT security to name a few — that can make your

network risk management program more efficient and effective.
Visit www.aon.com/ask to learn more.”

Kevin Kalinich is a managing director
for Aon's Financial Services Group.
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Late News

AIlG unit seeks ruling
on diocese coverage

An American International
Group Inc. unit is suing the
Roman Catholic bishop of
Fresno, Calif. for a ruling that it
has no liability for sexual abuse
claims against the Fresno
Diocese. The diocese has
demanded defense and
indemnity coverage in some of
these cases under a general
liability policy that it says
American Home Assurance Co.
issued. The insurer contends in
the coverage action that it
never issued the insurance
policy the ciocese describes.
Neither party has been able to
find a copy of the policy.

Court hears arguments
on 'Wai-Mart' law

A U.S. District Court in
Baltimore last week heard oral
arguments on a challenge to a
Maryland law that requires
employers with at least 10,000
employees in the state to spend
an amount equal to least 8% of
payroll on group health care
benefits. The Retail Industry
Leaders Assn. said the law,
believed to target mega-retailer
Wai-Mart Stores Inc., is illegal
because it conflicts with the
federal Employee Retirement
Income Security Act, which pre-
empts state regulations that
relate to employee benefit
plans. Defenders of the law say
it is legal because it does not
require employers to offer a
specific benefit.

See LATE NEWS/page 27
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Public entities profit
from AlG=Starr war

Competition cuttingprices

By ROBERTO CENICEROS

As American International Group
Inc. and Starr International Co. Inc.
continue their messy divorce in
court, certain policyholders are ben-
efiting from another battle over
which of the former affiliates will
keep their business.

Some large, self-insured public
entities renewing their excess liabil-
ity and reinsurance coverage for
July 1 are enjoying price reductions
as managing general agency C.V.
Starr & Co. and AIG compete to re-
tain business previously underwrit-
ten when the two were under the
direction of AIG management, ob-

servers say.
Before Starr International and

AIG split up, setting off their legal
battles (Bl, Feb. 6), AIG provided
policies to public entities for which
C.V. Starr & Co. provided under-

writing services.
C.V. Starr & Co. is one of four

managing general agencies under
C.V. Starr & Co. Inc., an indepen-
dently owned New York-based
holding company and unit of Starr
International. The Starr companies

= SICO sues to obtain
documents from AIG

PAGE 28

- Starr Aviation enters

agreement with Chubb
PAGE 28

are run by Maurice R. Greenberg,
the former chairman and chief ex-

ecutive officer of AIG, who was
forced out in 2005 amid mounting
investigations of the insurer's prac-
tices.

In the latest of their legal entan-
glements, Starr International last

See STARR / page 28

E&S market praises

regulatory reform

Bill would add

undormity

By MARK A. HOFMANN

WASHINGTON-A bill designed to
ease the regulatory burden that
states impose on surplus lines insur-
ers would make risk managers' jobs
easier as well, according to a promi-
nent risk manager.

The Nonadmitted and Reinsur-
ance Reform Act of 2006, which
U.S. Reps. Ginny Brown-Waite, R-
Fla., and Dennis Moore, D-Kan., in-
troduced earlier this month, "pro-
vides answers to problems commer-
cial insurance buyers are experienc-
ing in obtaining surplus lines insur-
ance by placing authority in the
home state of the insured," Janice
Ochenkowski told the House Finan-

cial Services Committee's Subcom-

mittee on Capital Markets, Insur-
ance and Government Sponsored
Enterprises last week. "We support
this," said Ms. Ochenkowski, who
testified on behalf of the New York-

EZII,

based Risk & Insurance Manage-
ment Society Inc., which she serves
as vp.

The bill, H.R. 5637, seeks to set
up a uniform system for regulating
and taxing the surplus lines indus-
try by making nonadmitted insur-
ance subject only to regulation
in the policyholder's home state.
That would eliminate state-by-state
oversight that surplus lines brokers
and insurers have to deal with
when providing coverage across
multiple jurisdictions. The policy-

holder's home state would collect

all surplus lines premium taxes, and
individual states would be encour-
aged to enter into a compact to al-
locate the taxes among themselves.

In addition, the bill would allow
"sophisticated" commercial policy-
holders that have unique or large
risks that require surplus lines cov-
erage to bypass what RIMS called in
its prepared testimony "regulatory
hurdles currently imposed by the
states which add no meaningful
value to the process." Risk man-

See BILL / page 27
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High court ruling

broadens definition

of retaliatory acts

By SALLY ROBERTS

WASHINGTON-A U.S. Supreme
Court ruling that expanded an
employee's ability to sue for retali-
ation under federal civil rights law
"just made the (human resource)
manager's iob even tougher," an
observer said of last week's deci-
sion.

In a unanimous ruling in the
case of Sheila White vs. Burlington
Northern & Santa Fe Railway Co.,
the nation's highest court upheld
a lower court decision that said re-
assigning Ms. White to a different
job and temporarily suspending
her pay were retaliatory acts for
her earlier complaint of sexual ha-
rassment.

In doing so, the court set a na-
tional standard by defining retali-
ation as those employer actions
that are "harmful to the point
that they could well dissuade a
reasonable worker from making
or supporting a charge of discrim-
ination." It also ruled that retalia-
tory actions are not limited to
those that affect only the terms
and conditions of employment.

The court said it decided on a
"reasonable employee" standard
and phrased the standard in "gen-
eral terms" because judging harm

must be objective and "the signif-
icance of any given act of retalia-
tion will often depend upon the
particular circumstances."

While Title VII of the Civil
Rights Act of 1964 prohibits retali-
ation against those who complain
about discrimination, lower
courts have been widely split over
whether retaliatory actions must

be employment-related and how
harmful those actions must be to

constitute retaliation.

The most pro-employer courts
have used an "ultimate employ-
ment decision”" standard, which
limits actionable retaliatory con-
duct to acts such as hiring, dis-
charging, promotion and com-
pensation.

Employment attorneys say-by
setting a broader standard as to
what constitutes retaliation-em-
ployers may find it more difficult
to make personnel decisions
about current employees who
have previously voiced discrimi-
nation complaints (BI, April 24).

"The Supreme Court's ruling
just made the HR manager's job
even tougher," said Gerald Maat-
man, a partner with Seyfarth
Shaw L.L.P. in Chicago. "By ex-

See RETALIATION / page 28

BENEFIT MANAGER
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PAUL HACKLEMAN

Honored for making San Mateo County

-t

a trend-setter in benefit programs.
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Judge drops RICO charges against Gen Re

Ruling preserves pending suits over failure of ROA

By DOUGLAS McLEOD

MEMPHIS, Tenn.-A federal judge
has thrown out civil racketeering
charges filed against General Rein-
surance Corp. by Virginia and Ten-
nessee regulators that are liquidat-
ing professional liability insurer Re-
ciprocal of America and its affiliates.

Regulators from the two states
had charged that Gen Re, ROA's
main reinsurer, participated with
ROA management in a scheme to
mask the insurer's deteriorating fi-
nancial condition in the years be-
fore its 2003 collapse.

After more than 18 months of ar-
guments and deliberation, though,
U.S. District Judge J. Daniel Breen of

the Western District of Tennessee

ruled earlier this month that the

state regulators failed to meet plead-
ing requirements of the federal
Racketeer Influenced and Corrupt
Organizations statute.

In addition to dismissing the
RICO claims against Gen Re, Judge
Breen separately threw out similar
charges against several former ROA
officials and the law firm of ROA's
former general counsel.

In response to the ruling, Virginia
Insurance Commissioner Alfred W.
Gross filed motions asking the
judge to reconsider and, alternative-
ly, to allow Virginia to file an
amended complaint. Judge Breen
has given Tennessee Insurance
Commissioner Paula A. Flowers per-

mission to amend her suit.

A Gen Re spokesman declined to
comment on the decision.

Proposed class actions

The ruling does not affect similar
RICO charges brought by policy-
holders against Gen Re and other

defendants in several proposed
class-action suits. Those suits have

Senator seeks evidence

on antitrust exemption

Judiciary hearing

stalemates as witnesses
split evenly on repeal

By MARK A. HOFMANN

WASHINGTON-The chairman of
the Senate Judiciary Committee

wants more information before he
proceeds with any changes to revise
or repeal the limited federal an-
titrust exemption granted to insur-
ers by the McCarran-Ferguson Act.

"If we're going to act, we're going
to have to have more hard evi-
dence" regarding the impact of the
exemption on insurance markets,
Judiciary Committee Chairman
Arlen Specter, R-Pa., said near the
end of a hearing last week. The pan-
el consisted only of Sen. Specter
and, for a time, Sen. Patrick Leahy,
D-Vt., the committee's ranking mi-
nority member.

Six witnesses split evenly on
whether the exemption should be
retained or repealed.

Sen. Leahy introduced legislation
last year that would repeal the an-
titrust exemption for medical mal-
practice insurers, but the bill,
though mentioned at last week's
hearing, has yet to undergo a for-
mal hearing.

Sen. Specter said that the hearing
would examine "whether regula-
lion by the states is sufficient." Un-
der McCarran-Ferguson Act of
1945, states bear primary responsi-
bility for regulating insurance, in-
cluding applying antitrust laws.

Elinor R. Hoffmann, a New York
assistant attorney general, said that
the lack of a single regulatory stan-
dard has created obstacles in prose-
cuting insurance wrongdoing. State

. 4-/ 3/A
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Sen. Specter grew impatient with
lack of specifics at a recent hearing.

prosecutors trying to bring a case in
a federal court under federal an-
titrust law are likely to encounter a
defense under McCarran, which
would delay or preclude civil settle-

ments such as those New York At-

torney General Eliot Spitzer won
from insurers and brokers for al-
leged bid rigging, according to Ms.
Hoffmann's testimony.

"This is not just a New York state
problem; it is a pervasive national
problem," she said. McCarran-Fer-
guson, she told the committee, "en-
courages inefficient multiple pro-
ceedings, under disparate laws,
brought by diverse sets of public
and private plaintiffs, with a clear
potential for inconsistent results."

The president of the American
Insurance Assn. told the committee
that AIA opposes repealing McCar-
ran-Ferguson under the existing
system of state regulation. But AlA's
member companies are willing to
take "the risks inherent” in rescind-
ing the partial exemption of federal
antitrust regulation if they could be
chartered by the federal, rather

than state, governments, said AIA
President Marc Racicot. The Nation-

al Insurance Act of 2006-5.2509-

would permit such an optional fed-

See ANTITRUST / page 26
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been consolidated with the re-

ceivers' actions before Judge Breen.

Motions by Gen Re and other de-

fendants to dismiss the policyhold-

er suits are pending.
The tangle of ROA litigation grew

from the Virginia Bureau of Insur-

ance's finding more than three

years ago that the Glen Allen, Va.-

based medical malpractice insurer

was insolvent by at least $209.6

million. That shortfall has since

been estimated to exceed $450 mil-

lion.

Soon after Virginia regulators

seized ROA, the Tennessee Depart-
ment of Commerce and Insurance

took over three risk retention
groups-Doctors Insurance Recipro-
cal, American National Lawyers In-
surance Reciprocal and The Recip-
rocal Alliance-that were under
common management with ROA
and wholly reinsured by the Vir-
ginia company.

Together, ROA and its risk reter--
tion group affiliates provided phys--
cian and hospital malpractice,
workers compensation and lawyers'
professional liability coverage to
tens of thousands of policyholders
in several states.

As they delved into ROA's opera-
tions, regulators concluded that the
company had produced a series of

falsified financial statements to

keep itself afloat, and federal prose-

See GEN RE / page 26

Doctors' class suit ends

as final defendants freed

By GLORIA GONZALEZ

MIAMI-A federal judge in Mi-
ami has dismissed the remain-
ing defendants in a huge class-
action lawsuit that pitted
700,000 doctors against most
of the major managed care
companies in a dispute over
payment practices.

U.S. District Judge Federico

A. Moreno of the Southern Dis-
trict Court of Florida last week
dismissed Minnetonka, Minn.-
based UnitedHealth Group Inc.
Bethesda, Md.-based
Coventry Health Care Inc.

from the litigation, which was
consolidated in his court in

and

2000.

In his summary judgment
order, Judge Moreno said that
the plaintiffs did not submit
evidence that would allow a
jury to find reasonably that ei-
ther UnitedHealth or Coventry
was part of a conspiracy to un-
derpay doctors or that either
defendant aided and abetted in
alleged violations of the Racke-
teer Influenced and Corrupt
Organizations Act.

Despite his order, Judge
Moreno said he was not giving
his approval to the actions of
the defendants or to the com-
pensation received by their
executives, but that any reform
related to these practices must
be handled by Congress or the

free market. He noted, though,
that the settlements with other
defendants in the case will
UnitedHealth

cause and

Coventry to offer the physi-
cians similarly efficient and fair
service in order to remain com-
petitive, thus diluting their le-
gal victory obtained by his or-
der.

In separate statements, both
companies said they were
pleased with Judge Moreno's

decision to dismiss all remain-

ing claims against them in the
lawsuit.

In their litigation, the physi-
cians charged that the man-
aged care companies followed
a pattern of routinely delaying
or reducing claims payments.

The charges against United-
Health subsidiary PacifiCare
Health Systems Inc. were dis-
missed in February, while the

other health insurers agreed to
settle the lawsuit.

Indianapolis-based Well-
Point Inc. ($198 million), Los
Angeles-based Health Net Inc.
($140 million) and Louisville,
Kentucky-based Humana Inc.
($58 million) all agreed to set-
tle the charges last year, while
Hartford, Conn.-based Aetna
Inc. ($170 million) and
Philadelphia-based CIGNA
Corp. ($140 million) settled

the lawsuit in 2003.

Some of the insurers also
agreed to changes in their
claims payment practices, in-
cluding the use of automated
adjudication of claims to speed
payments to doctors and the
establishment of independent

external review boards to re-

solve billing disputes.
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Employers honored for promoting healthy lifestyles
NBGH cites e#orts to fight obesity

By SALLY ROBERTS

WASHINGTON-From health risk

appraisals to healthy lifestyle coach-
es, more employers are promoting
and implementing comprehensive
fitness and wellness programs in
their workplaces as a means to ad-
dress rising health care costs.

By doing so, these employers not
cnly hope to change employee be-
havior, but also tackle the growing
Troblem of obesity, an epidemic
that affects nearly 36% of the adult
U.S. population today and costs
employers an estimated $13 billion

a year in insurance and paid leave,
according to government statistics.

Earlier this month, the National
Business Group on Health honored
33 employers' innovative efforts to
battle obesity and promote a
healthy work environment with its
second annual Best Employers for
Healthy Lifestyles awards.

Winners were honored in one of
three categories: platinum, for es-
tablished programs with measur-
able success and documented out-
comes; gold, for creating cultural
and environmental changes tha:
support employees who are com-

Gallagher's former CFO

sues for consu

By STEVE DANIELS

ITASCA, lll.-Arthur J. Gal-
lagher & Co.'s former chief fi-
nancial officer has filed a $13
million lawsuit against the bro-
kerage, alleging it isn't honor-
, ing a 10-year employment con-

tract under which he has

served as a high-level adviser.

Michael Cloherty resigned
the CFO post in 2002 after 21
years in the position and then
became an adviser to the Itas-

ca, lll.-based company. He al-
leges that Gallagher isn't pay-
1 ing him the salary or bonus
he's owed under his agree-
ment.

A spokeswoman for Gal-

8 lagher, the world's fourth-
largest commercial insurance
broker, said the company does

S not comment on pending liti-

gation.

I At issue is a $2.5 million

i bonus that Mr. Cloherty claims

1 was to be paid when he en-
tered into a new contract with
Gallagher in 2002. That money

- was set aside in an account

i originally controlled by Mr.
Cloherty, but the company has
cut off his access to the money,
said James Pranger, a Chicago
lawyer representing Mr. Clo-
herty.

In addition, the company
currently isn't paying Mr. Clo-
herty the $350,000 annual
salary provided for in the ad-
vising contract, Mr. Pranger
said.

According to Mr. Pranger,
the company's justification for
not paying Mr. Cloherty is tied
to a $120 million breach-of-
contract settlement Gallagher
reached last year with South
Jordan, Utah-based Headwaters
Inc., an alternative fuels com-
pany that licensed technology
to Gallagher for some synthet-
ic fuels plants Gallagher oper-

ting pay

ates. That settlement, reached
after an adverse jury verdict in
February 2005, was one reason
Gallagher's earnings last year
fell to $31 miillion from $189
million in 2004.

Headwaters accused Gal-
lagher of failing to pay royal-
ties for use of some of its tech-
nology. Those investments in
the plants, made to earn lucra-
tive federal alternative fuels tax
breaks, were engineered by a
Gallagher unit that Mr. Cloher- s
ty headed until late 2002.

Mr. Pranger said Gallagher
thinks it overpaid Mr. Cloher-
ty. "They believe that over a
five-year period, from 2000 to
2004, Cloherty was paid $2.8
million in compensation that
they claim was erroneous," Mr.
Pranger says. "I'm not aware of
any basis that allows them to
daw that back.”

The lawsuit, filed last month
in Cook County Circuit Court,
requests more than $3 million
for withholding the bonus and
another $10 million in pay and
other compensation that Mr.
Cloherty was scheduled to re-
ceive through 2012, when his
contract expires.

The company "has decided
not to honor its contractual
obligations, refuses to pay
the compensation promised in
the employment agreement,
claims to have unilaterally
voided the previously fully
funded and vested S2,480,000
bonus and goes so far as to
claim that Cloherty owes mil-
lions of dollars” to Gallagher,
the lawsuit says. "All of (the
company's) claims are com-
pletely without any legal ba-

sis.

Steve Daniels is a reporter for
Cmin's Chicago Business, a sister
publication of Business Insur-

alice.

If employees "are not

willing to really work at

becoming healthier as

individuals...then you're not

going to do anything ajout

medical claim costs. They

are just going to keep

climbing."

Helen Darling

National Business Group on Health

mitted to long-term behavioral
changes; and silver, for employers
that have launched programs or ser-
vices to promote living a healthier
lifestyle.

NBGH executives say more em-
ployers are getting serious about
improving the health of their em-
ployees, which is evidenced by the
50% increase in the number of em-
ployers being honored this year vs.
last year.

"l can't tell you how many times
| have heard someone begin a sen-
tence with: 'We've all come to real-
ize that if you're going to control
health care costs, you have to im-

See NBGH / page 25

Texas probe of insurer leads
to suspension of executive

By DOUGLAS McLEOD

HAMILTON, Bermuda-The an-
titrust arm of the Texas attorney
general's office is investigating
Bermuda-based Allied World As-
surance Co. Holdings Ltd., an in-
quiry that has already led to
AWAC's suspension of its chief
underwriting officer, the insurer
disclosed.

AWAC reported the investiga-
tion in an amended share registra-
tion statement filed with the U.S.
Securities and Exchange Commis-
sion last week. The insurer, which
is planning an initial public offer-
ing of its stock, was formed in
2001 by American International
Group Inc., Chubb Corp. and oth-

er investors.

According to the SEC filing,
AWAC last November received a
civil investigative demand from
the Texas attorney general relating
to an investigation into whether
the insurer's relationsh.ps with
AIG and Chubb restrained trade.
The demand sought information
about AIG's and Chubb's roles in
AWAC's business and wanted to
know whether the ccmpanies
shared business information or
had any agreements not to com-
pete, the filing reported.

Texas officials also sought infor-
mation about any contingent
commission agreements AWAC
may have entered into with bro-
kers, and whether AWAC provid-

ed the kind of inflated bids that

Marsh Inc. allegedly solicited from
other insurers to rig bids, the filing

said.

After discussions with the attor-
ney general's office last month,
AWAC expects the investigation
to result in "litigation, enforce-
ment proceedings or a voluntary
settlement,” the filing said. The
outcome is likely to produce other
investigations, civil suits and en-
forcement proceedings by other

regulators and policyholders, it
added.

The Texas investigation and
AWAC's own review of "certain

insurance brokerage practices" at

See AWAC / page 25

Culture of consideration can lessen

harassment, discrimination claims

By MICHAEL BRADFORD

LAS VEGAS-Public entities that

instill respect as a core value in the
workplace will go a long way to-
wards eliminating harassment and
discrimination claims, risk man-
agement experts with a Tennessee
municipal pool agree.

Teaching workers to show con-
sideration for each other's differ-

ences and sensibilities lessens the

chance that public entities and
their insurance pools will face law-
suits and claims from employees,
said Michael G. Fann, director of
loss control with TML Risk Man-
agement Pool, a Brentwood,
Tenn.-based insurer of municipali-
ties in the state.

Mr. Fann, speaking earlier this
month at the 27th Annual Confer-
ence held by the Public Risk Man-
agement Assn. in Las Vegas,
stressed that instilling respect is
not a one-shot affair for public en-

tities.

"If you're going to build a cul-

ture of respect in the workplace it
has to be broad and it has to be

value-based,"” said Mr. Fann. "It re-
ally has to be a daily approach to
solving the work environment is-

sues that all of us have to deal

with in the risk management pro-

fession.”

n n
I|| -Il I la Continued

Il page &

George D. Dalton, risk services
consultant with TML, agreed that
some public entities have their
work cut out for them in making
changes that emphasize respect-
fulness among workers.

"How many times have you
heard, 'He's too old to dz) the job,

she got the job because she's
black?'™ or other disrespectful
comments that could lead to legal
action, Mr. Dalton asked. "There
are some terrible things being said
in the workplace."

Such comments often come
from those with authority, Mr.
Dalton pointed out.

He said he has heard discrimina-
tory remarks from an office super-
visor and a city mayor. "What sort
of message does that send to an
organization? It's acceptable,
right?"

Such behavior has no place
in the workplace, which has
evolved to include more women,
minorities, older and disabled
workers, Mr. Dalton pointed out.
"With respect to workplace diver-
sity, no two people in any organi-
zation are alike. Everybody is dif-
ferent and we have to manage ac-
cordingly," he said.

See PRIMA / page 6
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Opinions

Editorial

Impressive achievements
lead to BMOY honors

CREATING INNOVATIVE employee bene- « Written books on various aspects of em-

fit programs that improve health and save ployee benefits, taught courses and consulted

money takes leadership. Doing that within with other employers, sharing his successes

the budget constraints of a public entity is an with his peers.

even bigger feat.
Those are just a few of the accomphshments will see how Mr Hackleman and his col-

In a report beginning on page 10, readers

that earned Paul Hackleman, benefits manager leagues at San Mateo County have been able
for San Mateo County, Callf., the 2006 Benefit to control health care beneftt costs, improve
Manager of the Year award Mr Hackleman is the health of benefit plan members and pro-
the second winner of this annual award spon- vide valuable assistance to help employees
sored by Business Insumnce to honor excellence cope with professional and personal chal-
m administering employee benefit programs. lenges. In many cases, Mr Had<leman has
Mr. Hackleman's achievements are impres- been able to solve problems by trying new
sive Among other things, he has- approaches, and he hasn't been afraid to
* Introduced a wide vanety of wellness and make requests that others have not made.
work/life benefits before they caught on The 2005 Benefit Manager of the Year, Chris
vvidely. McSwain, the director of compensation and
* Created a labor/management partnership benefits at SCANA Corp. in Columbia, S.C.,
to help contain health care cost increases helped the large pnvate-sector utihty company
* Persuaded the county to offer homebuyer to achieve its goals through a similar combina-
assistance to employees, an especially valu- tion of fresh thinkmg and strong communica-
able benefit as San Mateo County borders San tion with aillevels of the company.

Schillerstrom

June 26,2006
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Francisco, one of the nation's most costly Whether public or private, employers face 6-- *-1

housing markets significant, ongoing challenges in providing

« Engaged the county in research on dis- cost-effective beneftts. Business Insurance
ease prevention with Stanford University, be- proudly salutes the Benefit Manager of the
coming the ftrst individual public employer Year and all benefit managers who are helping
to do so. their organizations, through innovative ap-

* Has helped other public entities to adopt proaches, to keep employees healthy and pro-

similar successful strategies.

ductive, while holding benefit costs in check

Letters

Complaints won't change lack of quality

To the editor This letter is in response to the Now quality becomes an issue again. But

. .
PaSS S u rpl u S I I n eS refo rm bl I I Commentary by Sally Roberts in the June 5 first, one correction to Ms Roberts' com-

issue of Business Insumnce dealing with ments, if | may The Quality Insurance
WE'VE MADE NO SECRET of our support And the bill would do so without creating "Quality Concerns Make a Comeback." Congress was not killed by the insurance in-
for comprehensive insurance regulation re- any new federal regulatory body, thus mak- Just as Ms. Roberts mentioned in her com- dustry. The QIC was killed by risk managers
form, including the creation of an optional ing it attractive to those on both sides of the mentary, "It's d6 ja vu all over again" for the Just as the first Quality Scorecard was to be

federal chartering system for insurers and optional federal charter debate
brokers.

Risk & Insurance Management Society Inc. released at the RIMS Annual Conference in
Even opponents of the optional federal and risk managers 1998, at a combined meeting of the RIMS
But we also realize that sweeping reform is charter are demanding significant reform of Again, it sounds like RIMS and most risk executive committee and the QIC executive
unlikely to occur in the current Congress and the current state-based system of insurance managers are doing nothing but complain- committee, the chairman of the QIC (who at
that truly comprehensive reform may take regulation The inconsistent statutes for col- mg. The current RIMS president concedes as that time was the president of CNA Insur-
several Congresses to achieve lecting premium taxes on nonadmitted in- much with his comments on the RIMS qual- ance) told the RIMS executive committee
Fortunately, Congress has the opportunity surance and the unlustified burdens and ex- tty survey. Just like when contingent com- that "if RIMS and risk managers did nothing
to approve a modest but meaningful insur- penses they place on nsk managers provide a missions first appeared as an issue in the late with the data, the QIC effort would be in
ance bill this year. That's the Nonadmitted key example of why reform 15 needed, and '90s, most risk managers did nothing, so vain " Truer words were never spoken
and Reinsurance Reform Act of 2006, which needed now. The regulations limiting sophis- RIMS made an agreement with several bro-
was the sublect of a House Financial Services' ticated buyers' immediate access to the non- kers that the brokers would acknowledge kers and insurers complained about the
subcommittee hearing last week. As we report admitted market provide further evidence what"contingent" payments they were tak- scorecard, as their own surveys of risk man-
on page 1, the measure would bring much- that reform is justified. ing Several years later, regulators found that agers produced different results. A second
needed uniformity to the taxation and regu- Swift passage of the Nonadmitted and most brokers were not as transparent as they scorecard a year later produced basically the
lation of nonadmitted insurers while giving Reinsurance Reform Act would further that had promised to be We have yet to hear same results, with the brokers and insurers
risk managers a streamlined process for tap- cause. While we would prefer comprehensive from RIMS as to their thoughts of the bro- again complaining of the scorecard's find-
ping that vital market. The measure would insurance regulatory reform, including the kers not living up to the agreement. In fact, ings For some reason, risk managers re-
pre-empt the extratemtorial application of optional federal charter, we support incre- most risk managers still are doing business sponded differently to the QIC survey than
state law to reinsurers by making a reinsurer's mental change Even a little reform is far bet- with the brokers that totally ignored those

Once the results were released, several bro-

domiciliary state its sole solvency regulator
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By Andrew M. Reidy

Enron's former Chief Executive Offi-
cer Jeffrey Skilling spent in excess of
$40 million on his defense in the re-
cently conduded Enron trial. The re-
markable part of this statement is
not the amount of fees, but the fact
that it is now common for individu-
als and corporations to spend such
sums in the defense of corporate
mismanagement daims.

In the past few years, there have
been an unprecedented number of
claims against corporations and
their directors and officers by gov-
ernmental entities and private liti-
gants (including class actions and
derivative actions). Billions have
been spent to defend or settle such
claims. Fortunately, there is a valu-
able corporate asset to defray the
cost of such claims-directors and
officers insurance. D&O insurance is
valuable not lust because it helps
mitigate the impact on a corpora-
tion's bottom line or the impact on
an individual's personal assets, but
because it also provides protection
in the event that the solvency of the
business is threatened by a corporate
scandal.

Like any asset, D&Oinsurance has
certain limitations and, in order to
maximize the asset, one must be
sure to take certain steps. The first
step to maximize the D&O0 asset is to
understand the nature and scope of
the D&O policy purchased.

D&O insurance covers wrongful
acts and is written on a claims-made
basis. In other words, D&O0 policies
often respond only to claims made
against the policyholder during the
policy period and reported to the in-
surer during the policy period.
Claims that are related to a claim
made during the policy period typi-
cally are deemed to have been made
within the policy period. One of the
most critical aspects of this type of
insurance is that courts tend to
strictly enforce the provisions re-
quiring notice of daims or potential
claims. Most of the time, the prob-
lem of untimely notice stems from
the fact that different parts of a cor-
poration receive relevant informa-
tion about a claim and do not com-
municate it to the people responsi-
ble for providing notice to the in-

In order to preserve the valuable
D&O insurance asset, the corpora-
tion should adopt a procedure
whereby the legal department, the
risk management department and
management are directed to imme-
diately report claims and potential
claims to the risk manager. The risk
manager then can ensure that
claims are reported in a timely fash-
ion under the correct policy.

Protecting the D&O0 insurance as-
set also requires the policyholder to
be aware of the most common
grounds insurers are relying on to
deny coverage in corporate malfea-
sance cases: the "personal conduct”
exclusions and rescission. Personal
conduct exclusions typically exclude
coverage if there is fraud, dishonesty
or illegal profit. These exclusions

Perspectives

D&O cover a valuable asset worth preserving

usually require there to be a judicial
dete,mination of such conduct be-

fore the exclusions can be invoked.

Thus, even if there are allegations of
baud, dishonesty or illegal profit, a

D&O insurer is obligated to pay for
the defense of these claims.

A second common defense to
these claims is rescission. Rescission
is an equitable remedy whereby an
insurer attempts to cancel the insur-
ance policy based upon misrepresen-
tation or concealment of material
fact in the underwriting or applica-
tion process. Specifically, rescission
is designed to return the parties to
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the positions they would have had if
the insurance policy had not been
issued. Oftentimes, D&O insurers at-
tempt to invoke "unilateral rescis-
sion" by returning the policy premi-
um along with a notice that the pol-
icy:is void.

AnNn insured that is faced with a
"unilateral rescission" should reject
the insurers' attempt to cancel the
policy. Importantly, several courts
have held that a D&O insurer can-
not escape its defense obligation by
asserting rescission. Moreover,

courts have rejected rescission
claims when there was no reliance

IR12K -JAMAGE*SINIT

by the insurer on the insured's al-
leged false statements, when the

statement was not made directly to
the insurer or when the insurer

knew or should have known of the
events that it claims iustify rescis-
sion.

Finally, once a daim is asserted, a
legal analysis of the key coverage is-
sues is very important because insur-
ance law varies state by state. More-
over. the llaw is evolving and new
decisions relating to D&O0 insurance
are being issued regularly. Once the
comprehensive analysis of the rele-
vant coverage issues in the potential-

ly applicable jurisdictions is com-
plete, an insured should analyze
where litigation could be brought (if
necessary) and select a forum to hti-
gate its claim that is likely to apply a
state's law that will maximize cover-
age

In sum, while D&O insurance is a
valuable asset, its value to the in-
sured can be enhanced by thought-
ful and deliberate handling of claims
under the policy.

Andrew M. Reid), is apartner at law
irm Howny L.L.P. in Washington.
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Benefit Manager of the Year

Thinker, teacher, author, epicure

Paul Hackleman's other "extracur-
ricular activities” include:
Member of International Foun-
dation of Employee Benefit Plans
board of directors, 2002-2004;
chairman of the IFEBP Public Sec-
tor Board, 2004; facu.ty member
for IFEBP programs covering
health plan policy and the Ameri-
can Federation of Teachers' nego-

tiators; designed IFEBP's "Public

Sector Defined Contritution

Management Strategies" ourse,
which w:11 be offered twice yearly
starting in October 2006 for pub-

lic sector and school trustees, de-
cision makers anc administrators;
faculty member for IFEBP's Cana-
dian Advanced Tms.ee Manage-

ment Standards Certification Pro-

gram, 1999-2004.

He also has held board and
committee posts with the Interna-
tional Personnel Management
Assn., World at Work and the Bay
Area Child Care Coordinating
Council: he is a past graduate fac-
ulty memJer for Benefits Manage-
ment for John F Kennedy Univer-
sity; he has published three books

on public sector benefits: "Public
Employee Benefits: From Inquiry
to Strateg>" (2000), "Defined

Contributicn Plans: New

Rules/New Game" (2001) and
"Defrned Contribution Plans: The
Education Challenge"(2004)

He also has written dozens of
artides for r.umerous professional
publ_cations.

Mr. Hackleman is an avid read-
er and ou.doorsman, and he is
gourmet cook and wine connois-

seur.

-By Joanne Wojdk

Mne 26,2006

Hackleman: Viewing benefits
strategically and philosophically

Continued from previous page
grow is endle:s, the opportunity to
find something new is endless, the
challenges will be endless, and they
won't b€ the same ones again and
again and again," he said.
Morecver. ne believes his classi-
cal education-he studied such sub-
jects as Greek philosophy and an-
cient civilizations-has enabled
him to Lake both a stlategic and
phi_osophica view of the benefits
offered by his organization, tailor-
ing them to meet the needs of the
county's employees so that they,
too, can Decome productive, self-ac-

tualized individuals.

"l think if | were to apply for this
position today, 1 can't really imag-
ine that 1 would be hired,” Mr.
Hackleman said. "An employer
would take a look (at my resume
and say), 'How wonderful that you
have European intellectual history.
What does that have to do with em-
ployee benefits?™

However, "l think | came to this
position very well-rounded. | cer-
tainly didn't have a degree that
helped me out in terms of the
specifics of my career," he said.

Mr. Hackleman's undergraduate
education at the University of the

Pacific was intended to "raise a
cadre of students or leaders who re-
ally have a very solid grounding in
dramaticaly different cultures than
their own, he explained.

"l think if | were to

apply for this position
today, | can't really

imagine that | would
be hired.”

Paul Hackleman

San Mateo County, Calif.

Likewise, the University of Chica-
go "took a broad-brush approach to
the way in which man's mind
changes over time as reflected in lit-
erature, poetry, science, architec-
ture, music-any endeavor where
man expands his knowledge or un-
derstanding of the world around
him," he pointed out.

In fact, Mr. Hackleman credits his
liberal arts background with mak-
ing him a quick study. For example,
he used that skill to learn enough
about Canadian pensions to teach a

course on them on behalf of the In-

ternationa_ Foundation of Employ-
ee Benefit Plans.

"l won't pretend that i was an ex-
pert. But there's enough common
ground from the administrative
perspective about how things are
run in the United States and how
things are run in Canada" to see
parallels that Mr. Hackleman said
enabled him to understand the sys-
tern.

"What keeps me in this job" is "I
never doubted that I'd always have
fascinating things that 1 could get
into here. And some of them |
could get into myself. But there
would be plenty of stuff that would
come my way, the county would let
me get involved with."

"The mediation and homebuyers
programs are perfect examples of
just getting into an area | wouldn't
even pretend to have foresight
about. They just arose and from
them it seemed like here's an op-
portunity that we can leverage in
some way," he said. "And I've al-
ways been interested in risk reduc-
tion strategies. I've always had that
desire to really go at controlling
costs in ways that 1 have thought,
and still dc think, are not artificial."”
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"By far the richest

online selection

of the Big Three."

-BusinessWeek

In BusinessWeek magazine's recent
comparison of Web sites and information
tools offered by the top three national
health insurers, Aetna received the
highest marks. According to their article,
they "found the richest set of offerings
at Aetna's site." And Aetna's online survey
to help members evaluate and manage
their health was said to be "the most
comprehensive." To learn more about how
our information can help your employees
make better health care decisions,

call your broker, Aetna representative,

or visit us online at aetna.com.
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Persuasive benefit manager
breaks through barriers

By JOANNE WOJCIK page 21) vention Research Center (see story,
The county provided a registered page 21).

REDWOOD CITY, Calif.-Paul nurse to assist with teaching the "He's been a tremendous support i
Hackleman doesn't like to take no classes and Kaiser provided educa- of the program He even went to
for an answer tional materials, physical space for the board and got this program
When his mind iS made up, he classes, administrative support and funded as an employee benefit," _
can break through bureaucratic bar- two pharmacist care managers who said Susan Vana, the nurse coordi-
ners, persuade vendors to provide provided individual counseling to nator of the program. "A lot of em-
additional services for free and win 100 program participants who were ployers don't understand the bene-
union backing when negotiating selected based on their medical his- fit of this kind of program He at-
benefit plan changes tones tends the meetings that we have

But even though he may get his It was the first time Kaiser's Red- with Stanford."
way most of the time, he does it wood City office collaborated on a Walter Zhovreboff, president of
with such finesse that all parties in- health promotion program with an San Francisco-based First Home
volved believe they've gotten some- employer, according to Dr. Wong. Inc., which administers the San Ma-
thing, too "Paul doesn't take no for an an- teo County Employee Homebuyers
"Paul's very collaborative He swer when he knows the organiza- Education and Assistance Program,
wants to work with you, and that's tion can assist," said Mary Welch, said that he is amazed at how well
how he approaches negotiations for the county's director of employee Mr Hackleman navigates the pollti-

the renewal and so forth," said Rick and public services. cal bureaucracy of county govern-
Salow, senior account executive in Although Ms. Welch is Mr Hack- ment.

San Francisco at Aetna Inc, which leman's supervisor, she said they of- i m used to the political bureau-
has provided San Mateo County ten work together as peers. cracy where you have to go through

employees access to its Simple Steps "How the process works is, he'll lust levels and levels and levels to
wellness program for the past two usually talk about something we get approval,” he said "Paul sat
years at no additional charge to the should be doing and we'll wnte up down and within an hour, an hour
county a proposal on how it might work, and a half, said, 'l want it. Draw up

"We've given it to the county be- and if it does cost money, we need a proposal Let's take it to Mary and

cause th 'v% been a long-term.to %?t approval from the mana?er'? everyone else.' And within %\{vo Paul Hackleman, San Mateo Courm/, Calif., benefifs, mana?er, and Mary
Eartner," r Salow explained "Be- office or potent(ljatlhl the Board of months we had this thing off the Welch, the county’s director of emiployee and public services, often

ause of some of the Ilmita.tions SuperV|sc?rs An .en we meet V\./it.h grour.1d collaborate on bringing new health programs to employees.
that Paul has, as far as unions and the unions, But, it'S not that diffi- "I believe Paul has a really great
so forth, he can't make a lot of cult to do, Paul is a great writer. capacity to bnng people m to trUSt quickly evaluates the people that boff said
changes and there will be times He's brilliant He has a great mind, him and for him to trust people He he's working with And, in so do- "At the same time, he makes It
when he asks, 'Are there additional And he's strategic," Ms Welch de- Just has this great capacity to go ing, if he makes a decision :hat this clear up front that he expects a very
things you can do for us based on scribed over these boundaries. | think that iS someone he wants to work with professional and high level of ser-
what we're currently paying you? Mr. Hackleman decided to take he's an intelligent individual who it, he goes all the way," Mr Zhovre- vice," he added
Aetna is also giving the county the initiative and start assessing the
access to its patient safety system, county's retiree medical obligations
MedQuery, at no additional cost, in advance of the county's required . "
Mr. Salow added. Through the pro- implementation ot the Govern- O pt g t d p If—
gram, Aetna converts member ment Accounting Standards Board I n O rO Se I n S u ra n Ce
health data into information that Statement 34 m 2007 and get the
treating physicians can use to im- go-ahead to commission an actuan-
prove cga:)e z:/nd patient safety ° al analysis last year. Governmental p roved a d Va n ta g eo u S tO CO u n ty
Although It took Mr Hackleman entities with total annual revenues
awhile, he eventually persuaded the between $10 million and $100 mil- By JOANNE WOJCIK Fortunately for the county, how- picked up 100% by the county, vs
Redwood City office of Kaiser Per- lion are required, after Dec 15, ever, Mr Hackleman had the fore- 80% for represented employees,
manente Medical Group Inc. to 2007, to implement this accounting REDWOOD CITY, Calif.-In the sight to establish a Joint Labor- "there was a preponderance of
work on a loint venture with the recognition for post-retirement early 19905, San Mateo County did Management Health Care Cost management in the plan In fact,
County in combating diabetes and health benefits the opposite of what many employ- Containment Committee that was when we had the discussion with
heart disease "He managed the whole thing ers that were experiencing double- already aware of the problem labor it was clear that only a small
"Paul is very persistent m his ad- and got it done early, got it done digit annual increases in the health "So we went to labor (unions) pool of thar members could afford
vocacy for his employees in terms well," said Ms Welch, who added care costs had done It decided to and said this wasn't going to serve to be in the plan," he said

of health," said Dr. Timothy Wong, that the responsibility for such a re- get out of self-insurance. By comparison, the county pays
assistant physician-in-chief at the port would normally rest with an- Because of adverse selection, the ] . 90% of the premiums for represent-
medical group's Redwood City, other county department cost of the COUI"Ity'S self-funded pre- Improvmg lives ed employees and their dependents
Calif, office, who also heads the Mr Hackleman also spearheaded ferred provider organization plan who are enrolled in HMOs

A five-year analysis showed thM San

county's PHASE program PHASE the county's involvement in the was growing at a faster clip than . ) Nine insurers bid on the county's
stands for "Prevent Heart Attacks HEART Program, which began as a that of its fully insured health Mateo County's health and fitness request for proposals for the new
and Strokes EveryDay" (see story, study by Stanford University's Pre- maintenance organization plans, programs: fully insured POS option, and Blue

accordmg to Paul Hackleman, bene- Reduced health claims by 44% Shield of California was selected to

55 [b59 5 I KD F I P M a= W I ﬁts:'vr?/:nvigj:d ke 100K cach yoar Improved fitness by 37.5% :Jnn?s;v:rlte the new plan beginning

Improved nutrition status by 741%
at open enroliment at the people Since then, the average increase

, who left, and we found that from Elec"(‘:ased the 'rt‘JC'd;;;e of high for all of the county's health plans
1990 through 1993 most of those ood pressure by ° combined has consistently been

Chances are your employees don't know!

leaving were the lower utilizers," he Decreased cancer risk by 522%. two or three percentage points
said. lower than the average trend rate
We can help But rather than switch entirely to us long term, and if the oblective reported by U S employers nation-
From printed stitements HMOs, which at the time had the was to retain a plan other than ally As a result, Mr Hackleman
+ paid time oft to online portals lowest premiums, "we wanted to HMOs, we were going to lose that estimates the premiums paid by
-*OGial stgullty See our solutions at preserve where we could the ability capability, so we needed a new the county and its employees and
Lo ismment www bsiweb cori for people to seek almost universal model to work for all of the con- retirees are about 11% less than
choice" and decided to replace the stituencies," Mr Hackleman re- they would have been had they
self-funded PPO with a point-of-ser- counted not made the health plan changes
vice plan with similar benefits Other research Mr Hackleman and added the various health
But, also unlike many pnvate sec- conducted helped to seal the deal. and fitness programs (see story,
Benefit tor employers, the county couldn't His analysis found that participa- page 16)

lust make the change It first had to tion in the self-insured PPO plan In fact, a five-year analysis by

212 COTTAGE GROVE. SUITE A . .
SANTA BARBARA. CA 93101 get approval from the labor umons had dropped to }ust 16%, and be- Stanford University of the county's

© 2002-2005 Benefit Software Inc 800 533 1388 that represented the majority of its cause management employees' pre-

workforce. miums for the plan were being See INSURANCE / page 16
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Wellness programs serve as model for other employers

By JOANNE WOJCIK to include at least five preventive the opportunities are, where the pit- i.-7
health screening programs, eight falls are," Ms Gibson said.
REDWOOD CITY, Calif.-Wellness healthy lifestyle and wellness pro- Whenever she has an Idea, she'll
has been the primary mission of the grams, 12 health improvement and bring it to Mr Hackleman and
San Mateo County Beneftts Depart- risk reduction programs and five "he'11 run it up the flag pole," she
ment since the beginning of Paul family-life education programs (see said. Similarly, the two brainstorm

Hackleman's tenure there. chart) together about program enhance-
When Mr. Hackleman was "Under his tutelage, it's really ma- ments and fine-tuning. = =
named benefits manager 23 years tured and evolved," said Pam Gib- The HeartCheck chnics, in which -1

Crermilmern—— -

ago, the county had Just three son, the county's health and fithess about 200 employees participate ev-
health and fitness programs- blood coordinator, who loined the depart- el six months at three county loca-
pressure screenings performed by ment lust a few months after Mr. tions, have been one of the most
public health nurses, a tennis tour- Hackleman was named benefits popular programs to date, according
nament and some aerobics classes manager She oversees seven inde- to Ms Gibson The clinics also are

Since then, the roster has grown pendent contractors hired on a part- among the longest running, hawng

time basis to lead the programs, begun in the mid-19805
most of which are offered as classes

Health and wellness on county property. They indude a Variety attracts interest “
nutritionist, physical activity coor-
programs dinator, massage therapist, clinical But other programs have been
San Mateo County offers screening company, nurse coordi- catching on as well.
the following programs nator, computer ergonomics in- "At one point this year, we had San Mateo, Calif., County Benefits Manager Paul Hackleman and the
to help workers, retirees structor and work/life coordmator. five Weight Watchers classes going, county's health and fitness coordinator, Pam Gibson, direct many programs
and their dependents Many of the San Mateo County and Weight Watchers requires a designed to keep county employees healthy.

healthand fithess programs have minimum of 15 to 18 people per

served as models for other employ- class, so you can do the math and many of the programs 01 county diovascular/cholesterol class and
Preventive health services: ers, being featured in numerous see how many people are going to time. Retirees and dependents also the hypertension class and provides
journals and magazines, including programs," Ms Gibson said are welcome to pin alr but the blood pressure cuffs to participants
the Amencan Journal of Health Pro- On the recent day that a Business HEAR'f program, which is restncted for $25 apiece, which is half the
motion, Public Health Reports, Insurance reporter arrived to inter- to employees because of funding usual retail pnce.

Blood pressure check-ups
Bone density checks

Flu immunization clinics

Journal of Occupational & Environ- view Mr. Hackleman, 32 employees constraints "We don't advertise that very

HEART Program mental Medicine and Business & were scheduled for the ergonomics In 2005, Ms. Gibson documented much. We advertise that through
Cancer screenings Health The program even won the training program, which is conduct- a total of 3,382 participants in the our classes because we figured peo-
Allergy relief workshops California Fit Business Award, ed six ttmes each year, training 200 county's health and fitness pro- ple who are in those classes are deal-
Asthma self-management which is granted by the state Legis- to 250 people annually grams, or 2,283 Individuals repre- ing with or are at risk for, or are con-
course lature, in January 2004 This year, the county introduced senting 41% of the county's work- cerned about, cardiovascular-related
Cholesterol and diabetes "He's done a lot for the employ- a healthier-aging program for indi- force issues,"” Ms Gibson said "One of
management courses ees here," said Susan Vana, nurse viduals over age 50 who are plan- "However, there are a number of the things that I'm really very hap-
Hoalthior back class coordinator of the HEARF Program, ning to retire in the next three to programs for which we don't cap- py about is the fact that people real-
a disease management program fo- five years ture employee names, either due to ly want to purchase blood pressure

cusing on heart health. "I don't The county was one of 10 em- the nature of the program or for machines for themselves "
think there are a lot of places that ployers participating ina pilot of confidentiality/privacy -easons,” In fact, about 40 employees have
have this much going on for the Blue Shield of California's Healthy she said. Among them are. flu shots, purchased the monitors in the past

Healthy lifestyle

and wellness services:

Ergonomic classes employees " HEAIFT is short for Lifestyle Rewards program. Last which were given to 1,100 individu- two or three months, she said, and
E . . . Health Education and Risk Reduc- year, Aetna Inc. invited the county als, online health assessmmts, tak- not all of them were at the Boot
xercise classes, including . X o . . o
ballroom dancing, tai chi tion Traming to paricipate m its Simple Steps to a en by 368 individuals, the HEAIFT Camp
and yoga "Paul's philosophy is to reach out Healthier Lifestyle program at no program, in which 69 in lividuals "It's spreading by word of
and impact the health of the people additional charge are receiving counseling, health mouth,"” Ms Gibson said.

Nutrition classes and healthy
who work here,"” said Rick Salow, se- The county also has been offering fairs, which were attended by 1,100 In addition, the health plans pro-

nior account executive at Aetna Inc health risk assessments since the individuals; and health mprove- vide glucose monitors free of charge
m San Francisco mid-19805 ment initiatives with the county's to diabehcs, she added.

To promote the health, fithess Allergy and asthma classes, which three health plans. in which 371 in- This year the county began ex-
and well-being of county employ- are sponsored by Kaiser Permanente dividuals are participating. She did ploring the possibility of advanced
ees, retirees and their dependents, Medical Group Inc are offered not have figures on part cipation classes for employees who have

cooking demonstrations
Health club information

and discounts

Family-life education

programs: the benefits department also spon- once a year, usually at the begin- rates in the various department completed introductory classes and
Babies & You' What to Expect sors numerous special events such ning of allergy season. events and training programs would like to learn more about a
When You're Expecting as health fairs, health club dis- The county also has partnered "The county tries to eliminate parncular health condition or well-

Babies & You: What to Expect counts, bowling, basketball, volley- with Kaiser's Redwood City, Calif, any barriers to access its wellness ness activity.
After Baby Comes Home ball and softball tournaments and a office to offer a heart disease and di- and risk reduction programs, " So people who know the basics
Breast pump loaner program T.G.A.F. (Thank Goodness It's Alco- abetes management program, called whether it means making participa- about taking care of their heart may
for return-to-work moms hol-Free) Holiday Happy Hour. PHASE The acronym stands for tion more convenient by allowing want to know more about C-reac-
. "He's given me opportunities to "Prevent Heart Attacks and Strokes employees time off from work, or tive proteins or the calcium supple-

Eldercare. A Caregiver's R " . .

Survival Guide make this program be what it is. EveryDay" (see story, page 21). negotiating a discount to make par- ments or whatever That keeps
. What his contribution has been is Most of the health and fithess ticipation more affordable " Mr those who know the fundamentals
Parenting workshops to work on the strategy, to bulld the classes are offered on a rotating ba- Hackleman said. engaged so they learn new skins or

©nsite child care center support within the organization, sis, usually in spring and fall, to let For example, this year the county the latest information because ulti-

the political understanding where as many employees as possible par- introduced a "Heart Healthy Boot mately this goes back to discussions
ticipate Employees also may attend Camp,"” which consohdates the car- with their doctor,” Ms Gibson said

NNOVATIVE - POWERFUL - COMPREHENSIVE

CLAIMS MANAGEMENT SOFTVWVWARE

Insurance: End to self-funding yielded positives

WLTs comprehensive software packages seamlessly integrate the processing,

administration and billing of insurance claims, providing solid soluticns for today's

insurance professionals Our Mediclaims for W,ndows system suppors Continued from page 14 Group Inc of Redwood City, Calif, operating in California, so it has no

Consumer Driven Healthcare, Electronic Funds Transfer, IRS FSA grace period, first wave of health and fitness pro- and an independent practice assoct- competition Currently 51% of the

Out of Network Repncing and more Our CompC/aims for Windows system s grams-showed that San Mateo ation HMO underwritten b> Hart- county's employees are enrolled in

sophisticated design offers the benefits of MICR check encoding, Document County had reduced health care ford, Conn -based Aetna In= the Kaiser plan The rest are fairly

Imaging and the ability to process benefits for occupational accident plans It is the claims by 44%, improved fithess by Approximately 130 county re- evenly divided between Aetna and
most comprehensive, user-friendly and fastest workers' compensation claims 37.5%, improved nutrition status tirees and their dependents are en- Blue Shield

administration system available today by 74.1%, decreased the incidence rolled in a Secure Horizons plan, Currently, about 7,000 active em-

of high blood pressure by 30% and which is underwritten by PacifiCare ployees and their dependents and

VVIJ- SOFTWARE decreased cancer nskby 522% Health Systems, a division of Unit- about 2,500 retirees and their de-

In addition to the Blue Shield edHealth Group of Minmetonka, pendents are enrolled in the coun-

TOUR SUOBAL PARTNER IN INSURANCE sorTwans POS plan, the county offers two Minn ty's health benefit plans The cur-

For more information about Med,Claims for Windows CompClaims for Windows health maintenance organizations The plans' contracts are -evlewed rent benefits budget is $55 million,

or any of WLT's other Insurance based services log on to our website ai A staff-model HMO underwritten every five years, except for Kaiser, while the county's total annual op-

www wltsoftware com or call 877 807 4730

by Kaiser Permanente Medical which IS the only staff-mocel HMO erating budget is $1 5 billion.
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Education key to workers' intelligent use of benefits

By JOANNE WOJCIK ough lob of education, we've really contnbuting to retirement plans, "Answer their question, bit also two levels A more intensive HIPAA
poorly handled a whole segment of "then | just push it out of my let them know about the ccunty's course is offered for nurses who
San Mateo County, Calif, Beneftts our society,” Mr Hackleman said. mind," he acknowledged Internet site-that's 24/7-that's an have direct patient involvement,
Manager Paul Hackleman onginally "They're lust not going to be appro- Likewise, "if I'm a single employ- amazing place to get information while other employees who only
intended to become a teacher after pnately equipped to meet their own ee, the fact that the county has a We tned to design it so that it's very occasionally have access to patient
he graduated from college, so it's al- needs, whatever those needs are. |
most a given that the countfs Ben- don't think we can ever do enough
efits Department should have such education "
a strong focus on education "Whether it's risk reduction ser-
"In the entire realm of benefits, it vices and how to take care of your-
seems to me the charge that all of self or what constitutes proper nu-
us have is education People use trition or exercise or any of those And while some employees may vise
benefits Intelligently if they're edu- kinds of things, there is lust a big ve computers at home, .t may Other e- Iearn|ng courses include
cated. They use them m their own gap between what people know and grown up in this field, rot be thelr preferred way of detting computer ergonomics and telecom-
best self-interest if they're educated, what people need to know, and you
which | want them to do," he said need to do whatever you can to

axessible, very useful," he sa_d information may take a less-in-
He acknowledges, howeve r, that volved HIPAA training course

t ie Web site is not tapped by the Likewise, the sexual harassment

entire workforce because about one- awareness course provides a higher

taird of the county's emplo} ees do level of training for supervisors

"l think the greatest

challenge is to provide

education.
rot use a computer in their work than for the employees they super-

And the more I've

the more I've felt that information Some may prefer face- muting

to-face orpnnt commumcallons "Increasingly, we see that e-learn-

To reach this noncomputer wg is valuable because it clearly al-
group, the county has meetings prl- lows me to conduct a training with-
cr to open enrollment and, when- out the expenditure and resources
ever it rolls out a new program, has that would be required if you were

sfiveral meetings prior to imple- trying to hold countywide group

nentation

"I'm always surprised that some- close that gap," he said
one will tell me they were unaware It is a benefit professional's job
that we had a speciftc program,” he "to educate people so that the bene-
added "l think the greatest chal- fits that you provide for them can
lenge is to provide education And be optimally used by them," he
the more I've grown up in this field, said
the more I've felt that that's the Fortunately for Mr. Hackleman, Babies and You program doesn't The county also offers feveral Employees are permitted to take
piece that's ninsing " teachmg comes naturally. It was the mean anything to me," he said Frograms m which employees can, the online courses dunng the work-

To this end, Mr Hackleman has profession he had Intended to pur- Later when the employee gets at no cost, take courses online, day, but the courses are designed to
written a book that focuses on de- sue while he was in college. Howev- mamed and has children, he or she One course focuses on comph- accommodate work interruptions.
fined contribution plan education, er, his life took an abrupt turn as his may have forgotten that the pro- ance with the Health Insurance "So | can start it, and if some-
titled "Defined Contribution Deci- wife wanted to return to California gram exists, he said fortability and Accountabihty Act thing comes up, | can stop, but |
sions The Education Challenge,"” to be closer to family. Mr. Hackleman is also concerned fur the county's hospital and clinic can go back to it and pick it up
which was published in 2004 by the His biggest surprises and disap- that many employees do not know r urses and other employees who where | left off," he explamed
International Foundation of Em- pointments occur when county em- the specifics of their benefits, such have access to confidential patient The e-learning courses also in-
ployee Benefit Plans. ployees say they are unaware of as eligibility criteria or the process liformation

"Whatever you think about the programs that have been offered for of using the benefits
merits of moving from a defined several years.

that's the piece that's
missing."

Paul Hackleman

sessions,"” Mr Hackleman said

clude examinations so employees
The county also recently intro- can demonstrate their competency
To address these voids, Mr Hack- cuced a sexual harassment aware- upon completion While most of
benefit to a defined contribution "But it is not lost on me if there is leman has instructed his staff to ness training program online that the courses are developed internal-
environment, if we move to a de- a benefit that seems irrelevant” to a provide more than the requested includes video scenarios and inter- ly, some programs are contracted

fined contribution environment young employee, who may not be information whenever an employee active quizzes. out to consultants, according to Mr.

and we haven't done a really thor- thinking about long-term care or inquires about benefits.

Housing: From mortgage help

Continued from page 18 down, "which i gion 15 still te nng to work, which can affect
employees, staff members for non- pretty substantive,” Mr. Zhovreboff performance, he said
profit enterpnses that contract with noted Single-family homes in the "One of the things that Paul and
the county are eligible to partici- San Francisco Bay Area start, on av- | have had numerous discussions
erage, at $650,000 and condomini- about is not only are you creating
The county retirement board ums are $400,000, he said. homeowners, you're creating an
balked when Mr Had<leman ap- The program is directed toward overall more satisfied employee,
proached it about investing in the individuals with salaries starting at Mr. Zhovreboff added
program The board was concerned $45,000. Through the program, 10 county
about risk, particularly because the "Paul had the insight from literal- employees signed up for another lo-
proposal came shortly after the ly a phone call or a letter that | cal program sponsored by Redwood
, "dotcom bust,” said Mary Welch, wrote him, which is really, really City, Calif, that offered up to
director of employee and public ser- rare that an employee benefits $ 100,000 m down payment assis-
vices for San Mateo County But manager or an HR director has that tance to first-time buyers, Mr.
' housing pnces haven't fallen since sort of Insight, particularly going Zhovreboff said.
2000-2001, so it would have been a back five or six years," Mr Zhovre- For those employees who hve far-
good investment, she said boff recalled. The letter included a ther out, Mr Hackleman arranged a
So Mr. Hackleman and Walter proposal for retaining employees telecommuting program that also
Zhovreboff, president of First amid rising housing pnces, putting helped the county meet its
Home, enlisted the support of Men- ownership out of reach for many. statewide transportation system
West Credit Union in San Jose, A big part of the program is edu- management obligations to reduce
Calif MenWest agreed to provide a cation about resources available to vehicle traffic and emtssions About
first mortgage for county employees help them become homeowners 10% of county employees reside in
and insurance for a second mort- "What we found was the greatest East Bay, where home prices are less
gage, which the retirement board deterrent to ownership 15 fear So expensive
would finance. we decided we should start provid- Initially, Mr Hackleman ob-
"That virtually eliminates the ele- ing education and counselmg,” Mr tained office space at no charge
ment of risk for the seconds," said Zhovreboff said from the Fremont Library for sever-
Mr Zhovreboff "Now we're going It began with workshops in coun- al employees But, since then, the 11-
back to the board and say, 'We've ty offices. Courses focused on ftnan- brary needed the space back, and
taken care of the nsks, so let's talk cial self-sufficiency, mcluding man- those county workers must tele-
about the returns and the structur- agement of credit, savings, employ- commute from home
ing of the program ment stabihty and family stability.
He and Mr. Hackleman will pre- "One of the big beneftts was man developed an e-learning pro-
sent the revamped plan to the that some of these people who were gram that prepares them for tele-
board in November. The revised not financially self-sufficient and commuting Among other things,
program is to include assistance for were not managing their money all the program Includes a safety
first-time home buyers from the of a sudden had this goal, what checklist with recommendations
California Housing Fmance Agency, they perceived to be a reachable from the California Occupational
which is to help those with little or goal, and started managing their Health and Safety Administration,
no downpayment obtain a loan us- credit and managing their fi- forms that telecommuters must
ing tax-exempt bond money nances," Mr. Zhovreboff said complete and give to their supervi-
Under the program, county em- It also ellminated many of the fi- sors, sample work schedules and
ployees would have to put 3% nancial tensions that employees of- home office requirements.

pate.

For these workers, Mr Hackle-

These two courses are offered at Hackleman

to telecommuting | Special leave bank

accepts deposits

REDWOOD CITY, Calif.-San tions must be at least eight
Mateo County added a catas- hours and subsequent dona-
trophic leave program in 1992 tions must be in one-hour in-
to help employees who had ex- crements
hausted all of their paid leave The county monitored the
due to a catastrophic iliness or program for several years, due
inlury to uncertainty as to how this

Beneftts Manager Paul Hack- new benefit would play out
leman developed the program "One of things was that we
that allows employees to do- found was that higher salaried
nate some of their unused paid individuals donated to lower
time off in response to discus- salaried individuals, so that the
sions during collective bargain- county was inadvertently denv-
ing that employees wanted to ing a benefit from It, which
do something to help their fel- wasn't our untent,” Mr Hackle-
low employees, he said man said

“We set It up so vacation, The county then restructured
holiday time, comp time for the leave so that "for every four
certain groups-which are all hours of (donated) vested time,
vested time that has to be paid you could contribute an hour of
out-that would be the contn- sick leave time," he said "That
button,” he explained. was intended to offset that pat-

Under California law, all tem" of the county benefiting
workers vest in their vacation, from the program
holiday and compensation
time Any unused time m a giv- terminates employment with
en year can be earned over into 200 hours of sick leave on the

subsequent years or must be books, he or she could con-
translated into cash when work- tribute those 200 hours to the

For example, if an individual

ers terminate employment. Sick catastrophic leave bank Other-
time can accrue similarly but wise, that time would expire
does not vest, and employers upon termlination
decide whether to cash out un- Since 2001, 3,062 emp|0yee
donors hafe given up 46,663
Under San Mateo County's hours of their paid time off.
program, employees are permit- Some 189 employees have tak-
ted to donate time to the catas- en advantage of the program.
trophic leave bank. Initial dona-

used accrued sick time

-By Joanne Woicik
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County, health plans team up for disease management

Programs succeed in reducing health risks

By JOANNE WOJCIK

REDWOOD CITY, Calif.-As the

benefits manager of San Mateo
County, Calif., Paul Hackleman pi-

oneered efforts with each of the

county's health plans to devote fi-
nancial and human resources to
collaborative disease management
programs that have helped to im-
prove employee health.

A cornerstone of the initiatives is
the county's HEARr Program,
which began in 2001 after comple-
tion of a three-year Stanford Uni-
versity study in which the county
was the lone public-sector partici-
pant.

Two initiatives involving Kaiser
Permanente Medical Group Inc. of
Redwood City, Calif., were also
unique in that the health mainte-
nance organization had previously

not conducted research with indi-

vidual employers.

Both Stanford and Kaiser were
particularly interested in using the
county for its heart research be-
cause the county's demographics
were sufficiently diverse to repre-
sent a cross-section of its targeted
population, said Mr. Hackleman.
San Mateo County's workforce is
66% female, and 61% of employees
are over age 40.

In 1997, Mr. Hackleman met
with the director of Stanford's Cen-
ter for Research in Disease Preven-
tion to discuss a program that
would feature the center's newly
developed Cardiovascular Risk As-
sessment tool, which had success in
clinical trials in predicting cardio-
vascular events, and is still being
used by the county's Health Educa-
tion and Risk Reduction Training

(HEAWT) program today.

Mr. Hackleman also persuaded
the county's three health plans to
provide more than $180,000 to
help fund the county's participa-

tion.

Demographics

San Mateo County's

workforce
is 66% female, and
61% of employees are
over age 40.

First-year results showed signifi-
cant improvement in smoking ces-
sation, stress reduction, nutrition,
physical activity and control of
cholesterol and blood pressure.

In the second year, Mr. Hackle-
man negotiated comparable fund-
ing from the health plans and ob-
tained a grant for continuation of
the program and its migration from
a Stanford-offered program to an
internal county program in its third
year. Today, Susan Vana serves as
the nurse coordinator of the pro-
gram, which has 50 participants.
Sixty-six previous participants have
been discharged, having met their
cardiovascular health goals.

Although the savings attributable
to the Stanford program were not
analyzed for the county's specific
program, the analysis of the entire
clinical trials program reflected a
40% reduction in hospital usage by
all participants. An analysis of the
program in 2004 showed an addi-

tional 4% reduction in total choles-

terol, a 19.5% reduction in triglyc-

erides and an average weight loss of
eight pounds among participants.

Also as part of its participation in
Stanford University's Corporate
Health Program, the county en-
gaged in a community clinical trial
called the Comprehensive Health
Action and Management Program
for five years, which resulted in a
44% reduction in health care claims
for county employees who partici-
pated in the program.

The county's inaugural work
with the Stanford Center for Re-

search in Disease Prevention result-
ed in the county receiving an hon-
orable mention in 1993 for the C.
Everett Koop Award, named for the
former U.S. surgeon general.

In addition to its collaboration

with Stanford, San Mateo County
in 2005 entered into a first-of-its-
kind partnership with Kaiser Perma-
nente Medical Group Inc. of Red-
wood City, Calif., to reduce the risk
of heart attack and stroke in the
county's high-risk plan member-
ship.

Like the HEART Program,
Kaiser's Prevent Heart Attacks and
Strokes EveryDay Program focused
on education of participants to take
charge of their cardiovascular risk
management by improving medica-
tion, diet and exercise manage-
ment, through both individual
counseling and classes. But instead
of focusing on individuals who had
high cholesterol or hypertension,
the PHASE program targeted indi-
viduals with co-morbidity factors,
including diabetes and heart disease

in combination, which put them at
increased risk for heart attacks and

strokes.

As part of the collaboration, the

Susan Vana is the nurse coordinator of San Mateo County, Calif.'s, HEARZT

program, which has 50 participants.

PHASE results

San Mateo County saw a 20%
improvement in LDL
cholesterol and a 17%
improvement in blood pressure
among all participants in the
PHASE program.

county provided a registered nurse
to assist with teaching the classes,
and Kaiser provided two phannacist
care managers, administrative sup-
port, educational materials, physi-
cal space for classes and individual
meetings with members, as well as
mailing expenses.

Overall, there was a 20% im-
provement in LDL cholesterol and a

17% improvement in blood pres-
sure among all participants in the
PHASE program. In addition, by the
end of the program, 80% of the par-
ticipants with diabetes had good
glycemic control, compared to 71%
initially.

Another risk reduction program
the county conducted in conjunc-
tion with Kaiser focuses on asthma
management. The two-year project,
which was conducted in 1995 and
1996, resulted in a reduction of sick
leave by 17.6%, and utilization of
the county's inpatient respiratory
care dropped by 31.9%. Kaiser cited
the success of this program as the
primary reason for a 5% reduction

in the county's premiums in the
late 1990s.

Collaborative approach aids county in labor negotiations

Hackleman credits IFEBP, LBJ for diplomacy skills

By JOANNE WOJCIK

REDWOOD CITY, Calif.-By being
both forthright and fair, Paul Hack-
leman has helped San Mateo Coun-
ty forge a harmonious relationship
with its labor organizations at a
time when many unions are at odds
with employers.

He attributes his skills at diplo-
macy to a lasting impression left by
two people: Bill Hembree, director

of the Health Research Institute at

the International Foundation of

Employee Benefit Plans and the late
President Lyndon B. Johnson.

The first or second year that Mr.
Hackleman was in his current posi-
tion, he attended a seminar given
by Mr. Hembree on collaborative la-
bor-management approaches to
controlling health care costs.

"l just remember being so bowled
over by him, and he just absolutely
won me over in terms of believing
that it was absolutely right to take a
more collaborative approach," Mr.
Hackleman recalled. "I'd say that's a
pretty core value to this organiza-

tion. With collaboration you can
get so much more accomplished."

He learned about LBJ's approach
during a speech given by biogra-
pher Doris Kearns Goodwin.

"She said LBJ once said to her,
'Darlin’, if you want 'em with you
at the landing, you better have 'em
with you at the takeoff,"™ Mr. Hack-
leman said.

"That just so thoroughly stuck
with me because, | think...that
whenever you're going to introduce
change, and especially the more sig-
nificant that change is, you have to
invest time up front with identify-
ing who your stakeholders are, and
you need to get (them) represented
in your process.... And you need to
rely on them to give you the per-
spective that they will give you if
they are a good representative of
their constituency or group, and
that you then need to involve them
throughout the process.

"In this health policy certifica-

tion course that | teach for the In-
temational Foundation, | have this

continuum: issue identification, in-

formation gathering, consideration
of options, identifying strengths
and weaknesses of options, express-

Paul Hackleman is

"absolutely open and
will tell both the upside
and the downside. As a
result, he's perceived as

being very forthright,
which goes a long way

in collective
bargaining."

Keith Fleming
Industrial Employers
& Distributors Assn.

ing preferences for a particular op-
tion and communicating that, im-
plementing that, and so forth.

"If you just involve people at the
tail end, when you've already ar-

rived at those conclusions, at some
point, especially if you're chal-
lenged, you're going to have to go
back and re-create that progress
that you made to arrive at the
end.... If you just involve them up
front, and you have them go with
you (through the continuum),
they're there at the end. And what
I've found out-whether it's mirac-
ulous or whether I'm just lucky-it
seems that allows you to always get
to a place where you can get a mu-
tually agreeable outcome. You grow
with it together, you see what the
issues are, you see what the infor-
mation is," Mr. Hackleman said.

To that end, in the mid-19805,
Mr. Had<leman formed a standing
health care cost containment com-
mittee made up of representatives
of both labor and management
that goes though the decision-
making continuum. In addition,
subcommittees periodically are
formed to address specific issues,
such as proposals for funding re-
tiree health benefits and meeting
the new Government Accounting
Standards Board requirements for
recognizing retiree health care obli-
gations.

He's been very successful forg-
ing a partnership with the unions,"
said Keith Fleming, president of the
Industrial Employers & Distributors
Assn., an Emeryville, Calif.-based
organization that negotiates with
unions on behalf of employers and
represents San Mateo County at the
bargaining table.

"He's not only working for the
county, but he's working for the
best interests of the employees,”
Mr. Fleming said. "He's very infor-
mative, and he makes sure people
understand the reason he's seeking
to do what he's trying to accom-
plish. He's very fact-based and al-
ways comes with a lot of informa-
tion.”

Mr. Hackleman also is "patient
and very committed to making sure
the right approach is achieved," Mr.
Fleming added.

Moreover, "he's absolutely open
and will tell both the upside and
the downside. As a result, he's per-
ceived as being very forthright,
which goes a long way in collective
bargaining. A lot of people in this
business try to hide the ball when
the facts aren't good for them," Mr.
Fleming said.



22 / Business Insurance

Between

- the Lines

Compiled by Joanne Wojcik
Best two out of three?

Two Florida lawyers will face off at 4 p.m. on June 30 in a game of
"rock, paper, scissors" to resolve a disagreement over where to con-
duct a deposition in an insurance coverage case.

The unique "alternative dispute resolution" was ordered by a feder-
aljudge in Orlando after the two lawyers could not agree whether to
hold the deposition in the insurance defense counsel's office or in a
court reporter's office.

Matti Leshem, co-commissioner of the USA Rock Paper Scissors
League, the Los Angeles-based governing body of the sport, has of-
fered to officiate the match.

"The official position of the league is that if we're not officiating,
then it's not valid,"” he said, adding that he is waiting to hear from ei-
ther lawyer to make it an official event.

But policyholder attorney David Pettinato, who represents Avista
Management, a property management company that sued its insurer,
Wausau Underwriters Insurance Co., for bad faith by underpaying
several property damage claims from the 2004 hurricane season, says
he's taking the order very seriously. In fact, he has even been practic-
ing with his daughters, ages 5 and 9, who now won't even agree to
brush their teeth without first playing a match with him.

Lee Craig, the second lawyer in the case, did not respond to Busi-
ness Insumnce's request for comment.

Deeds overwhelm Knight's defense coverage

The irascible Bobby Knight, whose famous incendiary temper cost

him his job as head basketball coach at Indiana University, has also

lost a battle with his insurer to recover the cost of defending and set-
tling a lawsuit filed by a former assistant.

The Marion Superior Court in Indianapolis ruled earlier this month

that Mr. Knight's insurance policy from Indiana Insurance Co. ex-

cluded coverage for any bodily harm

/ 1 that is"expected or intended.”
"The evidence shows nothing less
/'T «,. * than an obviously deliberate and an-

*es- 9 -' gry physical contact from Knight,"
'-- ..1,2 Judge David Dreyer wrote in his deci-

, 14 11 9 sion, describing the 1999 incident
4 a with his assistant, Ron Felling, that

led to the litigation. Mr. Felling sued

Mr. Knight for assaulting him after an

incident in which Mr. Felling claimed

OR Mr. Knight threw him off a chair and

punched him in the chest after over-

hearing his side of a phone conversa-
tion in which he had criticized Mr.

Coach Knight

Knight's coaching methods.
Mr. Knight, who now coaches basketball at Texas Tech University,
was fired from IU in 2000 after a video was leaked to the media show-

ing Mr. Knight striking and gripping player Neil Reed by the throat.

Insurance industry skimps on respect

In the inverse of Rodney Dangerfield's famous claim, the insurance
industry apparently gives no respect-to customers on the Internet.

In fact, the industry received the lowest score of 12 industries stud-
ied by the Ipswich, Mass.-based Customer Respect Group, an interna-
tional research and consulting firm that evaluates how corporations
treat their online customers. It assigns to individual companies and
entire industries a Customer Respect Index rating ranging from 4.0
(poor) to 7.0 (excellent) using such metrics as how easy it is to use
their Web sites, how willing they are to engage in one-on-one com-
munication to answer users' questions and whether their Web sites
can be trusted with personal data.

To calculate the insurance industry's CRI rating, the Customer Re-
spect Group reviewed 52 companies in three different industry sec-
tors: health, life and property/casualty. Overall, the insurance indus-
try scored just 5.1 (below average) against an average of 5.7 for all 12
industries examined. Bringing down the industry's score were health
plans, which scored just 4.8 (needs improvement). Property/casualty
companies did the best, though still scoring a below-average 5.3,
while life insurers received an equally disheartening 5.2.

Scores for all 12 industries studied can be viewed online at

www. customerrespect.com.

Tips and feedback from readers are welcome. Please send information

to jwojcik@businessinsurance.com.
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Analysis of health care liabilities
helped county alter benefit plan

By JOANNE WOJCIK

REDWOOD CITY, Calif.-San Ma-
teo County Benefits Manager Paul
Hackleman arranged for an early
analysis of the county's retiree
health care liabilities so that he
would be armed with that knowl-
edge when negotiating benefit
changes with organized labor.

"l didn't want to be ina situation
where we were making changes
without being very clear on both
sides what the impact fiscally was,"
he said.

It will also help explore new
strategies for retiree health care in
the wake of upcoming retiree
health accounting rules promulgat-
ed by the Government Accounting
Standards Board, he pointed out.

"l think retiree health is a diffi-
cult problem to solve because
you've got two competing objec-
tives. You've got the employer ob-
jective to really make sure they've
got their GASB costs under some
kind of control so that they can
manage that financially. But you've
got retirees who are on fixed in-
comes for whom health care con-
tinues to outstrip, at a pace of about
three-to-one, what the cost is for
anything else," he said.

"And so you've got this constant
erosion of the pension because of
retiree health. So you put (retirees)
in a difficult bind," particularly if
the pension is their sole retirement

income, he said.

"When we did ocr GASB analysis,
we broke it out to see how the cost
played out for different union
groups,' he said. ' When we were
bargaining with any particular
group, we wanted to be able to go
back and pretty quickly calculate
what the impact would be if there
were any change tc that benefir."

By the end of this month, Mr.
Hackleman expecs to receive from
Milliman Inc., the actualial consul-
tant selected to perform the GASB
analysis, a summary of the
strengths and weaknesses of various
options including a voluntary em-
ployees beneficiary association, a
Section 115 integral trust and
health savings accounts.

HSAs haven't gotten much trac-
tion with public employers because
few offer the high-deductible health
plans that must ccmplement them.
This is because lator has been very
protective of its members' benefits
and has resisted the cost-shifting in-
herent in HSAs, he said.

He will take this information to
the negotiating table in November
when the county begins contract
talks with the ur.ions representing
55% to 60% of its workforce. These
include: the American Federaton of
State, County & Municipal Employ-
ees; the Service Employees Inrema-
tional Union; Building and Con-
struction Trades; and the Western

Counc_1 of Engineers. The county

has already settled with the sherifts,

probation and detention officers,

nurses and extra help employees.
Fortunately, the county already

has an element of a defined conti-

bution approach to accruing funds
for retiree health benefits. VWhen

employees retire, any unused sick
time that has accrued over the
course of their careers is converted
into dollars and used to offset their
contribution to the cost of their ie-
tiree medical benefits. County em-
ployees accumulate one day's sick
leave for every month of work.

"It's pretty unusual to link un-

used sick leave to some form of are-
tirement benefit. But we wanted to
use that to incent people to save
sick leave," he said.

"For the vast majority of repre-
sented employees-70% of cur
workforce-it is a specified dol.ar
amount. And for most of the inji-
viduals who are in that group, there
are actually two tiers. If at the time
of retirement an employee has re-
maining 45% or more of what they
could have accumulated in s.ck
leave, he or she will receive $195 to-
ward each month's premiums for
retiree health care coverage. If, on
the other hand, the employee has
less than 45%, they receive $165 to-
ward each month's premium," Mr.
Had<lernan said.

"There's a higher payment for
people who conserve more of their
unused sick leave,” he said.

Benefit Manager of the Year information

Business Insumnce's Benefit Manager of the Year com-
petition seeks to recognize excellence in employee

leading benefit consulting firms, brokerages, man-
aged care companies and other benefit service

benefits management. Any full-time employee of a providers. Judges score nominees on the basis of sev-
corporation, nonprofit or government entity who en criteria. with the highest-scoring candidate named

handles benefits is eligible for the award. A nominee
need not manage benefits as a sole responsibility but
must be a full-time employee of the organization.

Benefit Manager of the Year.
For more information and nomination forms,
please visit www.Businessinsurance.com/BMOY or re-

The winner is selected each year by an independent quest forms from W Editor Regis Coccia at
panel of judges who include representatives from rcoccia@bisinessinsurance.com.
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U.K. seeks mesothelioma comp revisions
Plan may increase employers' asbestos-related claims Asbestos law history

By SARAH VEYSEY

LONDON-U.K. employers could
face a greater exposure to asbestos-
related claims if the government
succeeds in a legislative effort in-

tended to reverse a recent court rul-

ing on mesothelioma liability.

The Department for Constitu-
tional Affairs, whose activities in-
clude improving the U.K. justice
system, said last week that it would
seek to change the law on how
mesothelioma victims are compen-
sated to introduce joint-and-several

liability for such injuries.

Under the proposed change, in
cases where a claimant had negli-
gently been exposed to asbestos by
more than one employer, a
claimant could pursue damages
against any of those companies, al-
lowing him or her to seek full com-
pensation from any former employ-
er that remains solvent. Employers
assigned liability could then at-
tempt to recoup some of the com-
pensation they have to pay from

Such a change would effectively
undo the House of Lords' recent de-

cision in Barker vs. Coms U.K. Ltd.-

a ruling that was welcomed by em-
ployers-in which the court ruled
that liability of U.K. employers for
compensation claims from employ-
ees who develop mesothelioma
should be based on the length of
time they negligently exposed the
employees to asbestos.

this terrible disease to receive the

compensation to which they are
entitled as soon as possible," Lord
Falconer said in a statement. "l in-
tend to bring forward an amend-
ment to the Compensation Bill to
provide that in these cases negli-
gent employers should be jointly
and severally liable, so that the
claimant can recover full compen-
sation from any relevant employ-

and lord chancellor, which involves

Pensions.

other negligent employers, though 8).

the government has not provided
details on how that would work.

Canada’'s tort shift

may raise rates
Rulings going against insurers

By GLORIA GONZALEZ

LONDON, Ontario-Canadian
insurers are facing a rapidly
changing legal environment
that may affect insurance rates.

Key changes in the Canadi-
an legal system such as the ex-
pansion of the concept of bad
faith, the increased potential
for punitive and aggravated
damages, and the development
of class actions could impact
the cost of liability insurance,
according to a report written
by three University of Western
Ontario law professors, who
were commissioned by the In-
surance Bureau of Canada, the
national trade association of
the property/casualty insur-
ance industry in Canada.

A key change in Canadian
insurance law relates to devel-
opments that arguably expand
an insurer's obligations under
its policies and restrict its abili-
ty to deny claims. For example,
the emergence of the concept
'of bad faith in handling daims
is potentially problematic for
insurers because court findings
of bad faith have led to puni-
tive and aggravated dannage
awards (see box, next page).
Findings of bad faith can result
in additional damages being

awarded while the threat of

punitive damages may induce

insurers to settle some claims

they would otherwise deny, ac-

cording to the report, "The Im-
pact of Recent Legal Develop-
ments on Liability Insurance."
Cases in which punitive
damages have been awarded
' against insurers for bad-faith
claims handling have been rel-
atively rare and the judicial
system's approach to bad-faith
claims and punitive damages
has been balanced, the report
found. In contrast, insurers are
concerned about aggravated
damages for wrongfully denied

claims because it is not neces-

sary for a court to determine
that the insurer acted in bad
faith in denying the claim be-
fore awarding such damages,
the report said.

Some key developments in
Canadian civil procedure are
imitating concepts inherent in
U.S. courts. For example, the
development of class actions in
Canada has exposed insurers to
increased liabilities because
they have broadened the scope
for claims against insured de-
fendants and claims by policy-
holders that challenge the way
insurers do business, according
to the report.

"That opens it up for insur-
ers to have to pay more for
those claims," said Stephen Pi-
tel, an assistant professor of the
Faculty of Law at the London,
Ontario-based University of

See IBC / next page

The proposed legislative change
was jointly announced by Lord

Charles Falconer, who is secretary
of state for constitutional affairs

presiding over the House of Lords;
and John Hutton, secretary of state
for the Department of Work and

The government offidals said the
legislative effort was prompted by
the House of Lords' ruling in the
Barker case, which reduced the
amount of compensation the wid-
ow of a mesothelioma victim was
eligible to receive from one of the
victim's former employers (Bl, May

er," he said.

ment firms.

ease (BI, July 1, 2002).

It is believed that mesothelioma,
"The government is acting quick-
ly to help claimants suffering from

The Compensation Bill, which
currently is being debated by Parlia-
ment, would, among other things,
provide a statutory framework for
the regulation of claims manage-

The Barker ruling clarified the so-
called Fairchild ruling from 2002,
which found that an employee is
entitled to compensation when he
or she has been exposed to asbestos
by more than one employer but
cannot prove which of those em-

ployers exposed him or her to the
asbestos fiber that caused the dis-

See ASBESTOS / next page

May 2002

The House of Lords-the United
Kingdom's highest court-ruled in
the case of Fairch#d vs. Dovener,
Wassingtons and Leeds City
Council, that an employee who has
been negligently exposed to
asbestos by two or more
employers does not have to prove
which of those employers caused
his or her mesothelioma.
Previously, an employee had to
prove which period of exposure
caused their disease. The court
noted that mesothelioma can be
caused by ingesting a single fiber
of asbestos.

May 2006

The House of Lords ruled in the
case of Barker vs. Corus U.K. Ltd.
that compensation for
mesothelioma claimants who have
been exposed to asbestos by more
than one employer should be
proportionately shared between
those employers. Periods of self-
employment would be taken into
account when allocating payments.
The amount each employer would
have to pay would be based upon
the length of time they exposed the

employee to asbestos.

Allianz, RSA to cut
nearly 9,000 jobs

By SARAH VEYSEY

Two of Europe's largest insurance
groups last week announced large-
scale restructuring programs that will
involve the elimination of many jobs.
Munich, Germany-based. Allianz
A.G. Holdings announced a swathe of
job cuts in its German insurance and
banking operations, as part of a major
restructuring of those units.
Separately, London-based Royal &
SunAlliance Insurance Group P.L.C.
announced a cost-saving plan that
will result in the elimination of about
1,500 jobs across various locations.
Allianz announced an overhaul of
its banking division, Dresdner Bank
A.G., and domestic personal lines in-
surance arm, Allianz Deutschland
A.G., that is to eliminate some 7,480
jobs and is aimed at improving client
service in Germany, the company
said. Allianz said the planned moves
are in line with its "3+One"” modern-
ization program-which was imple-
mented in 2003 to reduce costs and
set the company's future develop-
ment-and they would be imple-
mented by 2008.
As part of the new business model,

administrative locations from which

Allianz Deutschland operates are to be
cut to 10 from the current 21.

Allianz said the planned reductions
would affect about 5,000 of the 30,000
Allianz Deutschland workers, and
about 2,480 of the 29,000 Dresdner
Bank employees.

The company said the reorganiza-
tion is expected to result in cost sav-
ings of €500 million to €600 million
($631.1 million to $757.4 million).

"For years Allianz has been losing

market share" in Germany and the re-

ductions are intended to reverse the
trend, Allianz said in a statement.

"These are painful but necessary
steps to ensure a sustainable increase
in Allianz's competitiveness," Gerhard
Rupprecht, board chairman of Allianz
Deutschland, said in the statement.

Allianz's commercial lines business
in Germany likely will not be affected
by the restructuring, said Lucio Di
Geronimo, equity analyst at Hy-
poVereinsbank in Munich.

"For commercial clients, | think
that (Allianz's) structure already had
been really efficient," Mr. Di Geroni-
mo said. "Allianz was not losing any
market share in industrial insurance
or commercial insurance," he said.

Currently, the competitive pressure
in Germany on large commercial lines
business is less intense than for per-
sonal lines business, he noted.

Meanwhile, RSA also announced a
restructuring program and the proba-
ble elimination of 1,500 jobs-1,000
of those in its home market in the
United Kingdom.

The program is aimed at achieving
annualized expense savings of £130
million ($240.3 million) by mid-2008,
the company said in a statement. RSA
said the plan is designed to grow its
business in the United Kingdom,
Scandinavia and its international divi-
sion, includin* Latin America and

Canada.

The company will grow its positions
in those markets in lines where it al-

ready has a significant market share, a
spokesman said.

Rick Miller contributed to this report.

Updates

U.K. seeks comment on

special-purpose rules

The U.K. insurance regulator is
seeking public comment on
proposals to ease rules governing
insurance special-purpose

vehicles set up in the United
Kingdom. Under current rules,

such vehicles-which typically are
used for securitization deals-are
regulated the same way as
companies conducting traditional
reinsurance business, according

to the Financial Services f
Authority. The FSA said it ,
proposed new rules under which
authorization requirements for |
special-purpose vehicles would be 1
relaxed to be "proportionate to

the lower risks resulting from the
structure” of ISPVs. The changes
would be made as part of |
implementing the European |
Union reinsurance directive, with

a likely December effective date.

Hardy to form second
Lloyd's syndicate

Hardy Underwriting Group P.L.C.
plans to set up a multiline Lloyd's
of London syndicate to begin
underwriting in 2007. Hardy,
which already operates multiline
syndicate 382, said the new
nonmarine syndicate likely would
have capacity of up to £75 million
($138.0 million). Patrick Gage,
currently the active underwriter
of syndicate 1301, which is
managed by Chaucer Syndicates
Ltd., will become the active
underwriter of Hardy's new
syndicate. The move is subject to
regulatory approval.

Odyssey Re sets up
London casualty arm
Odyssey Re Holdings Corp. said it

is setting up a London-based
casualty insurance company.
Stamford, Conn.-based Odyssey
Re said it received FSA approval
to set up Newline Insurance Co.
Ltd. to write general liability,
professional indemnity and
directors and officers liability
insurance in the United Kingdom
and other European Union
countries. A.M. Best Co. assigned
a rating of A to Newline. Odyssey
Re said Newline would
complement the group's existing
Lloyd's of London operation.

Swiss Re appoints
former U.S. Fed official

Roger W. Ferguson Jr., a former
vice chairman of the board of
governors of the U.S. Federal
Reserve, was named chairman of
Swiss Re America Holding Corp.
and made a member of Zurich-
based Swiss Re's executive board.
He will succeed Jacques Dubois,
who will retire by the end of the
year, Swiss Re said in a
statement. Mr. Ferguson, who will
be based in New York and
Washington, also will become
Swiss Re's financial market

strategist, the reinsurer said.
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IBC Value of deductibles pose concerns to insurers

Continued from previous page

Western Ontario and one of the au-
thors of the report. 'There's a lot of
upside room for further potential
growth in class actions tha: could
have implications for liability insur-
ance," he said.

Insurers may also have to consid-
er the value of deductibles in rela-
tion to class-action suits, which was
called into question by a 1998 deci-
sion by the Ontario Court of Justice
General Division in Canad.an Gus
Assn. vs. Guardian Life Insurance Co.
of Canada. The association was a

defendant in a class action involv-

ing a product liability claim and was
insured under an errors and omis-
sions policy with Guardian. The in-
surer accepted that the policy
applied to the class-action claim but
refused to defend, arguing the asso-
ciation's self-insured retention of
$25,000 applied to the claim of each
individual member of the class.
Guardian argued that because no in-
dividual claim would exceed the re-
tention level, it had no exposure.
The court, however, ruled that
the insurer was required to provide
a defense to its policyholder and
could be held responsible for

Tort rulings go against liability insurers in Canada

Several court rulings in Canada
have developed or advanced
important legal principles that
may impact the pricing of

insurance products:

+« Amaprop Canada inc. vs.
Guardian /nsurance Co. <2000),
Ontario Superior Court of Justice,
and Ontario Inc. vs. Lloyd's
London, Non-Marine
Underwriters (2000), Ontario
Court of Appeal: Insurers must

pay claims in a timely fashion if

there is no reason to contest
the claims and must treat
policyholders fairly throughout
the process of investigating and
assessing the claim and in

deciding whether to pay.

= Whiten vs. Pilot Insurance Co.
(2002), Supreme Court of
Canada: A proportional approach
should be used to assess the
proper amount of punitive
damages, which are intended to

punish the insurer and deter it

Source:"The Impact of Recent Legal )evelopments on Liability Insurance”

damages because the Ontario legis-
lation governing class actions
provided for the aggregate assess-
ment of damages in certain circum-
stances rather than individual
damages. The court, therefore, held
that the retention was payable
only once by the association with
respect to the aggregation of the
claims.

"That to me represents a signifi-
cant possible concern that insurers

might want to think about in terms
of the effectiveness of their de-

ductibles in the face of class ac-

tions," Mr. Pitel said.

and other insurers from repeating
inappropriate conduct; and an
insurer's failure to act in good
faith is a separate, or

independent, wrong rather than
a mere breach of contract.

- Fidler vs. Sun Life Assurance
Co. (2004), British Columbia
Court of Appeal: Aggravated
damages can be awarded in the
absence of bad faith, merely on
a finding that the claim had been
wrongfully denied.

June 26,2006

Asbestos: Advocates anticipate
clarification on amendment

Continued from previous page

an aggressive cancer, can be caused
by exposure to a single fiber of as-
bestos and is not aggravated by con-
tinued exposure, the court no.ed in
the Fairchild decision, while as-
bestosis, another asbestos-related
disease, can be worsened by pro-
longed periods of exposure or other

factors.

After the Barker ruling, worker
advocates such as the London-
based Trades Union Congress ar-
gued that claimants might end up
getting less than 100% of the com-
pensation awarded to them by the
courts because some of their former
employers might no longer be in
existence.

WWhile it is unclear what form
the amendment to the Compensa-
tion Bill might take-and indeed,
whether it will be adopted-impos-
ing joint-and-several liability
will make it more difficult for
employers and their insurers to
asses their potential exposures, not-
ed Fiona Gill, a partner in the
health and safety plactice at Lon-
don-based law firm Davies Arnold
Cooper.

Any defendants still in existence
at the time of a ruling "inevitably"
will pay more under joint-and-sev-
eral liability than they would if

compensation were allocated on a
proportionate basis, said Rod Free-
man, a partner in the product liabil-

ity department of Lovells law firm
in London.

The Assn. of British Insurers
said it is "disappointed” with
the proposed amendment which,
it believes, "does not address the ac-
tual problem" of mesothelioma
claimants not receiving compensa-
tion quickly enough, a spokesman
said.

The London-based ABI willlobby
the government on the form the
amendment takes, he explained.

The London-based TUC wel-
comed the Department for Consti-
tutional Affairs' announcement,
and said in a statement that it looks
forward to seeing the details of the
proposed change.

It is not clear whether the impli-
cations of the Barker judgement
and the proposed legislative change
will affect other product liability
claims that do not involve asbestos
exposure, noted Mark Tyler, a part-
ner at London-based law firm CMS

Cameron McKenna L.L.P.

The impact could be wider, noted

Lovells' Mr. Freeman, but it is likely
that the amendment will be re-

stricted to mesothelioma cases for

the time being.
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Metro NYC-Tri State
Underwriting/Marketing Executive
Financially strong insurance group seeks
underwriting/marketing professional to
expand and improve its current operation
in the Metro NYC/Tri-State Area. Ten
years experience, producer following, IT
knowledge required. College degree and

professional designation big pluses.
Respond in confidence to:
Business Insurance,
Box 3249,360 N. Michigan Avenue,
Chicago, IL 60601 or email
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DIRECTOR OF UNDERWRITING

State Fund Mutual Companies, writer of
workers' compensation in MN and Wi, has
distinguished itself as a work comp expert,
and we take great pride in servicing our
customers. We know that our great em-
ployees are how we distinguish ourselves
in the industry. You will find State Fund
Mutual's energetic teaming environment a
place where you can make a difference.

We are seeking a leader to provide vision-
ary direction and underwriting-related
technical oversight to our underwriting
staff members in application of underwrit-
ing management policies, best practices
and procedures. This position will work
with agencies, actuaries and regulatory
agencies to obtain information pertinent to
licensing and setting/filing rates. Further,
this role will be involved in conducting
trend analysis on business profitability, as
well as providing quality control over staff
application of best practices through the
use of internal audits and determining the
need for and delivery of underwriting staff
training and development. This position re-
ports to the Vice President of Strategic

Business Services.

Please email your resume and cover letter

to jobs@sfmic.com or apply online at
www.sfmic.com.

Equal Opportunity Employer

To place your recruitment message,
Contact Tina at 312-649-5340.
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NBGH award winners

The winners in each category
include:

PLATINUM

Aetna

Baptist Health South Florida
FPL Group

Johnson & Johnson

Medical Mutual of Ohio
Pitney Bowes

Texas Instruments Inc.

Union Pacific Railroad

GOLD

AstraZeneca

Bath Iron Works, A General
Dynamics Co.

Blue Cross and Blue Shield of
North Carolina

CIGNA

Eastman Chemical Co.

GE Aviation and GE
Transportation

GlaxoSmithKline

Hannaford Brothers

Kellogg Co.

Mayo Clinic

Medtronic

Morgan Stanley

Novartis Pharmaceuticals

Raytheon

Texas Health Resources

Washington Mutual

SILVER

Blue Cross and Blue Shield
of Minnesota

The Boeing Co.

Campbell Soup Co.

CVS/pharmacy

Fiserv Inc.
General Mills

Massachusetts General Hospital
Quest Diagnostics

Target Corp.

Source: NBGH

Business Insurance

NBGH: Empowering employees to lead healthy lifestyles

Continued from page 4

prove the health of your employees
and their families," said Helen Dar-
ling, president of the Washington-
based NBGH. "If you go back three
years, people didn't begin state-
ments with that."

Plan design and cost shifting,
while important, will only go so far,
she continued. If employees "are
not willing to really work at becom-
ing healthier as individuals...then
you're not going to do anything
about medical claim costs. They are
just going to keep climbing."”

The 33 award winners all recog-
nize the connection between hav-
ing a healthy workforce and em-
ployers' bottom lines, Ms. Darling
said. When it comes to employer
programs, "it's really the scale, the
vision, the comprehensiveness and
the integration that makes them
different from iust a collection of
wellness benefits," she said.

Platinum award winner Aetna
Inc., for example, launched its com-
prehensive incentive-based Healthy
Lifestyles program in 2004 to com-
plement its consumer-directed
health care strategy, said Jane C.
Hopkins, Aetna's director of bene-
fits based in Hartford, Conn.

The program focuses on four ar-
eas: prevention, obesity, physical
fitness and disease management. By
registering and participating in the
program, employees earn points,
which translate into cash contribu-

tions from Aetna into a workers'

health savings accounts or health
reimbursement accounts, Ms. Hop-
kins said.

Most of Aetna's programs are
worth $20 to $25 apiece, although
employees do earn $40 by complet-
ing a Weight Watchers course, Ms.
Hopkins said.

Employees can earn up to $600 a

year if they complete all of the of-
ferings within the Healthy Lifestyles
program, Ms. Hopkins said.

"What we're trying to do is to get
the line of sight linked between
change your behavior, do these
things, get a reward and control
your costs,"” she said. "And they get
that.”

On the prevention side, the num-
ber of flu shots that employees re-
ceived in 2005 t:ripled vs. 2004, the
number of mammograms doubled
and the number of adult physicals
doubled. "So we're getting the mes-
sage out and people are doing it,"
Ms. Hopkins said.

With 7,600 employees registered
in the program so far in 2006, Aet-
na is well on its way to reaching its
goal of 10,000 by the end of the
year, she said, noting that a big
communications and marketing
push every month helps advertise
the program.

While the health insurer has yet
to complete its three-year claims
study into the return on investment
from the program, she said she's
confident that the plan will save
the company money.

"l do believe if we continue to

work this and continue to get peo-

ple to understand the behavior
changes they need to make to stay
healthy...we will have decreased
costs," Ms. Hopkins said.

While Lyndhurst, NJ.-based
Quest Diagnostics, an NBGH silver
winner, also expects to see lower
medical costs as a result of its re-
cently launched HealthQuest initia-
tive, it already has produced lower
health care premiums for the com-
pany.

"We had over $1 million
knocked off our premium in 2006
just based on the design, the ap-
proach and leadership behind it,"
said Fred Williams, director of bene-
fits and strategic alliances.

The drive behind HealthQuest is
to motivate and empower employ-
ees to become more informed and
proactive about their health, but
the "magic" lies in the health pro-
motion teams set up at each of
Quest Diagnostic's 35 sites, he said.
The teams support or initiate vari-
ous efforts to improve physical fit-
ness, weight and stress manage-
ment, promote tobacco cessation
and improve all onsite food offer-
ings. Some 700 Quest Diagnostic
employees have volunteered to be
leaders or "champions" of these ef-

forts within the various health pro-
motion teams, Mr. Williams said.

By leading by example and
knowing firsthand how hard it is to
quit smoking, for example, employ-
ees are helping fellow employees,
he said. "It's the most beneficial
thing we've done in a long time in
terms of capturing the pride em-
ployees have in treating patients”
and expanding that to treating each
other as patients.

Another early goal of the initia-
tive was to increase participation in
the company's health risk assess-
ment, Mr. Williams said. Offering
employees $10 off their health care
premiums every two weeks for the
entire year pushed participation
from 11,000 to 29,000.

"Cash talks,” Mr. Williams
quipped.

"The savings will come out in the
end, but in the meantime, if we can
keep healthy people healthy or
move at-risk people to a lower risk,
we've done a good thing," he said.

More information about the Best
Employers for Health Lifestyles
awards, a complete list of the
winners and a brief description of
their programs is available at
www.businessgrouphealth.org.

AWAC: Executive suspended over investigation

Continued from page 4

the insurer has led to the indefinite
suspension of Chief Underwriting
Officer Jordan M. Gantz, according
to the SEC filing. Mr. Gantz, a
former AIG officer, was one of
AWAC's first four employees and
was named chief underwriting offi-

cer last year, according to the insur-
er's Web site.

COMINGS & GOINGS = INDUSTRY

Brokers:

Willis Group Holdings Ltd. has
appointed Kevin Downs as leader of
its North American health care
practice in Chicago. Before his
promotion, he was health care leader
for the company's Midwest
operations.

Chicago-based Aon Risk Services
Americas has named Alexander W.
Vietor as executive vp. Most
recently, he was executive vp of
Willis North America.

Roderick J. Hood has been named
resident managing director of Aon
Risk Services Minnesota, replacing
Alan R. Diamond, who is retiring.
Previously, Mr. Hood was senior vp
and practice group leader for Aon's
financial services group.

Integro Ltd. has appointed Ruth
Kilduff as a managing principal,
specializing in health care coverage,
for the firm's New York office.
Before joining Integro, she was a
managing director of Marsh Inc.'s
health care practice.

Also at Integro, Timothy |. Rea has

been named Southeast marine

practice leader in the Atlanta office.
Formerly, he was senior vp and

Southeast marine practice leader for
Marsh & McLennan Cos. Inc.

Insurers:

New York-based Zurich Global
Energy has appointed James
Nawojchik as senior vp, marine,
replacing Roy Salley, who recently
retired. Previously, Mr. Nawojchik
was vp and chief operations officer
for Zurich Global Energy's marine

unit.

Managed care:

Patrick Boughey has been named
Chicago-based president and general
manager of CIGNA HealthCare's
operations in lllinois, Indiana,

Minnesota and Wisconsin. Before his

promotion, he was senior sales

leader.

Reinsurance:

Pembroke, Bermuda-based

RenaissanceRe Holdings has named

Fred Donner executive vp and chief

financial officer. He succeeds John
Lummis, who

%5’ is retiring.

Previously,
Mr. Donner
was senior
audit partner
and national
nsurance
practice
leader at

I KPNMG L. LL.P.
Ms. Kemp The
Preferred
Group has
named Suzann B. Kemp CFO.
Previously, she was reinsurance
accounting
manager and ~
vp of the
Columbia, S.C.-
based
reinsurance
and insurance
broker.
Aspen
Insurance
Holdings Ltd.

in Hamilton,

1rill//

Mr. Boornazian

AWAC's SEC filing does not pro-
vide details of the reasons for Mr.
Gantz's suspension or describe pos-
sible charges that could come out of
the Texas attorney general's investi-
gation.

Mr. Gantz and representatives
of AWAC could not be reached
for comment. The Texas attorney
general's office declined to com-

Bermuda, has appointed Brian
Boornazian to the newly created
position of head of reinsurance. He
will retain his current position as
president of Aspen Re America.

New York-based Guy Carpenter &
Co. Inc. has made two senior-level
appointments.

* Brian Hanuschak has been
named managing director of the
property and casualty treaty
department in Norwalk, Conn.
Previously, he was president of
captive and property operations at
Discover Re.

« Brian Flynn has been named
managing director of the company's
business development unit. Before
joining Guy Carpenter, he was vp and
treaty health care practice leader of
General Re Corp.

Other providers:

Wellesley, Mass.-based Swerling
Milton Winnick Public Insurance
Adjusters has appointed James
Harlor as a principal. Before his
promotion, he was a building

consultant.

ment.

AWAC was among 78 insurers
and several brokers named in a law-
suit filed in April by corporate poli-
cyholders in federal court in At-
lanta. The suit charges the defen-
dants with participating in a
scheme to drive up the cost of in-

surance by rigging bids and steering
business to favored insurers.

Tressler, Soderstrom, Maloney &
Priess has named Joseph P.
Monteleone partner in the New York
office. Formerly, he was a partner at
Duane Morris L.L.P. Mr. Monteleone
specializes in professional liability,
errors and omissions, directors and
officers, and employment practices
liability.

Bloomington, 111.-based Pinnacle
Actuarial Resources Inc. has
promoted LeRoy Boison and
Roosevelt Mosley to principals.
Previously, both were senior
consulting actuaries.

Business Insurance would like to
report on senior-level changes at
commercial insurance companies and
service providers. Please send news of
recently promoted, hired or appointed
senior-level executives to: Joe Walker,
Business Insurance, 360 N. Michigan
Ave. Chicago, lll. 60601-3806;
jwalker@businessinsurance.com.

Photos should be sent to:

Kathy Barnes. Business Insurance,
360 N. Michigan Ave., Chicago, 111.
60601-3806; kbames@business

insurance.corn.



Gen Re: Civil RICO charges
dropped in ROA lawsuit

tion for agreeing to the cap, and

cutors m Richmond, Va, launched falsely reported to regulators that it
a criminal invesbgation had no such limitations in its

Continued from page 3

Two former ROA executives- treaties, the regulators’ suits
Kenneth R. Patterson, former presi- charged
dent and chief executive officer, In 2002, Gen Re stopped assum-
and Carolyn B. Hudgms, former ex- ing new business from ROA and
ecutive vp-pleaded guilty last year commuted its treaties with First Vir-
to conspiracy to commit insurance ginia Re. In another unreported side
fraud, and were sentenced to 121h deal, it imposed a new aggregate
and ftve years in Jail, respectively. cap on liabilities from remaining in-
Virginia and Tennessee regula- force business, the suits alleged

tors, meanwhile, had launched avil Gen Re and other defendants

RICO lawsuits against a wide range filed motions to dismiss the regula-
of defendants allegedly involved in tors' RICO charges soon after they
the collapse In addition to Mr Pat- were filed in late 2003, and Judge
terson and Ms. Hudgins, defen- Breen this month granted the mo-
dants included John W. Crews, for- tions
mer ROA general counsel, Mr. In dismissing the charges against
Crews' Rtchmond-based law firm, Gen Re, Judge Breen found that the
Crews & Hancock, Judith A. Kelley, Virginia and Tennessee receivers
former executive vp of ROA, Gor- failed to show that ROA itself relied
don D. McLean, former ROA prest- to its detnment on false statements
dent; Gen Re, ROA's lor*fme rein- by Gen Re and its officials-a re-
surer, and four Gen Re officials. quirement of the RICO statute in
The suits charged that ROA offt- the 6th Circuit US Circuit Court of
cials conspired with Gen Re and Appeals district, which includes
others to disguise ROA's deteriorat- Tennessee.
ing financial state by doctoring re- "At most, the complaint alleges
serve levels, recording false assets that, had the regulators not been de-
on ROA's books and entering into ceived by the Gen Re defendants
undisclosed side agreements under and others as to the true financial
which reported reinsurance protec- status of (ROA), the regulators
tion from Gen Re was "illusory " would have taken steps to prohibit
Under ROA's corporate structure, (ROA) from incumng additional lia-
the three Tennessee risk retention bilities sooner than they ultimately
groups reinsured all of their bum- did," the judge wrote
ness with ROA, which in turn ceded
it to Gen Re Starting m the 19905, Meeting requirements
though, Gen Re acted only as a
fronting company, retroceding all While courts m several other fed-

Business Insurance

Rise and fall of ROA

1977: Reciprocal of America

formed In Virginia as Virginia

January 2003: Virginia
regulators seize ROA,

Hospital Insurance Reciprocal declaring it insolvent by more

1984: ROA forms First

Virginia Reinsurance Ltd in

Bermuda.

1990-1995: Three risk
retention groups-Doctors
Insurance Reciprocal,
American National Lawyers
Insurance Reciprocal and The
Reciprocal Group-formed,n
Tennessee. They reinsure all
their business with ROA

1990s: General Re, already
an ROA reinsurer, begins
acting as a fronting company
for ROA business ultimately

ceded to First Virginia Re.

2000: General Re and ROA
execute a side agreement
imposing an aggregate cap on
General Re liabilities on
business it cedes to First
Virginia Re. ROA does not
report the side agreement in
Its statutory filings

2002: General Re stops
assuming new business from
ROA and commutes its
treaties with First Virginia Re.
A second side agreement with
ROA imposes a new

aggregate cap on General

Re's losses.

Source Court documents

than $209 6 million as of
year-end 2002. Tennessee
regulators take over the three
risk retention groups All of
the companies, and First
Virginia Re, later are ordered

Into liquidation.

November 2003: ROA's
Virginia receiver files
racketeering charges against
General Re and others for
allegedl concealing ROA's
financial condition. The suit is
later consolidated in a
Memphis federal court with a
similar suit by the risk

retention groups' Tennessee

receiver.

February 2005: Former
ROA Chief Executive Officer
Kenneth R Patterson and
former Executive Vp Carolyn
B. Hudgins plead guilty to
federal nsurance fraud
charges They are sentenced
later to 1236 and five years,n

Jail, respectively

June 2006: U.S. District
Judge J. Daniel Breen
dismisses the receivers'
racketeering charges against
General Re and several cther

defendants
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Antitrust

Exemption
examined

Continued from page 3
eral charter The bill was introduced
in April, although no hearings on
the matter have been scheduled
"Since the McCarran-Ferguson
Act only applies to the business of
insurance regulated by the states, It
obviously would not apply to pnc-
ing activities of federally chartered
insurers operating under federal
law," said Mr. Racicot. "Therefore,
federal antitrust laws would apply
to federally chartered insurers un-
der S 2509 to the extent that the

states no longer regulate their activ-
itles.™

He said AIA companies "are will-
ing to take the risks inherent in this
approach" to antitrust enforcement
because they "so strongly believe
that a competitive market, without
government rate and price controls,
is critical to being able to serve their
customers in the years ahead," he
said. He added, though, in his pre-
pared testimony, that AIA does not
believe "it is appropriate" to repeal
McCarran-Ferguson "in the context
of Insurance pncing without initiat-
ing the paradigm shift that would
result from S. 2509 "

Sen Specter repeatedly asked wit-
nesses for more information and
grew impatient and imtated when

witnesses could not provide him
With immediate answers. He asked

for more information on such mat-
ters as where states failed to ade-
quately pursue antitrust action and
the specifics of New York's civil cas-

of the nsk to Flrst Virginia Reinsur- eral circuits have similarly required ing this theory, the ROA receivers claims, declining to exercise Juris- es against insurers and brokers
ance Ltd, a now-defunct Bermuda RICO plaintiffs to show "detnmen- suggested that ROA and the nsk re- diction in the absence of the federal J Robert Hunter, director of in-
captive controlled by ROA offictals. tal reliance,” others-notably the tention groups were damaged by RICO charges.
As ROA's losses climbed-and as ist U S Circuit Court of Appeals in Gen Re's fraudulent scheme to de- If his ruling stands, Virginia regu- tion of America, and Donald C
First Virginia Re continued to un- Boston-have conversely found cewe regulators about ROA's flnan- lators could stlll pursue the charges Klawiter, chief of the American Bar
derfund claim trust accounts set up that RICO does not impose such a cial condition, the Judge noted.

for Gen Re's benefit-Gen Re requirement, Judge Breen said

surance for the Consumer Federa-

in state court, lawyers famihar with Assn 's antitrust law section, loined

The 6th Circuit, however, has not the case say.

Ms. Hoffrnann in testifying in favor

sought to reduce its exposure on In addition, some circuits that re- adopted the target theory, Judge The Judge said he would rule on of repealing the limited antitrust
the business In 2000, it reached a quire a showing of rehance have al- Breen wrote m dismissing the RICO the Tennessee state law claims later exemption,

deal with ROA that imposed an ag- lowed a so-called "target theory" ex- counts
gregate cap on its liabilities on busi- ception, in which a plaintiff may Virginia and Tennessee regulators Judge Breen similarly dismissed the Michael McRaith, who spoke on be-
ness passed through to First Vir- simply show that It was the target also brought charges against Gen Re receivers' RICO charges against Mr half of the National Assn, of Insur-
ginia Re under several in-force of a fraud committed by a defen- under state laws. Judge Breen dis- Crews, Crews & Hancock, Ms. Kel- ance Commissioners, and Kevin
treaties ROA received no considera- dant against another party. Follow- missed the Virginia state-law ley and Mr McLean

Letters

Continued from page 8

Meanwhile in separate opinions,

doing nothing but continuing to vided by their suppliers, when Just of another article

they did to the insurers' and bro- complain about the lack of quality, 9% have changed those suppliers in Maybe it is related to the differ-
kers' own surveys Researchers of the QIC was dissolved on a motion the past five years, according to the ent results of the brokers' and insur-
the Katie Insurance School at by a risk manager (Steve Wilder) just-completed RIMS Quality Sur- ers' own surveys, compared to the
lllinois State University, who con- and seconded by another risk man- vey? And this in a period that saw results of the "anonymous" QIC
ducted two out of the three QIC ager (the undersigned) at a QIC ex- regulators forcing brokers to finally Scorecard. Just maybe

quality surveys, said it was very sur- ecutive committee meeting.

come clean on contingent commis-
prising to them the number of And here we are, seven years later sions and major problems on claim
calls or notes they received from risk and RIMS runs another quality sur- settlements resulting from the lack
managers wanting to be assured of vey Finally, RIMS lived up to ItS of policies issued before the 9/11 in-

Henry Good
Bryn Mawr, Pa

Illinois Director of Insurance

Thompson, senior vp of the Insur-
ance Services Office Inc, lomed Mr
Racicot in defending the partial ex-
emption under the current regula-
tory regime

No further hearings on the mat-
ter have been scheduled
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anonymity for their answers before promise to continue the scorecard cident(s). The reason for that low Editots note. Mr. Goodmtiredasduectorof Aetna Corporate 13

they completed the QIC survey
The researchers received more of ed the process to end the QIC And
these comments and questions what do you know- the results of
from risk managers than they did this survey are not much different
for any other survey they ran than the previous two Quality
Could it be that in the "private" Scorecards! And the response from
voting booth, risk managers said RIMS and risk managers probably
what they really thought about bro- will be the same: do nothing (and
kers and insurers? maybe, this time, hope the regula-
As broker and insurer representa- tors step in to help).
tives continued to question the How can risk managers continue

data, and as risk managers were to complain about the quality pro-
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Bill: Surplus lines proposal would streamline regulation

Continued from page 1

agers often have to prove that they
have been declined multiple times
by admitted insurers before they
can tap the nonadmitted market.

The reinsurance portion of the
bill would make a reinsurer's state of
domicile the sole regulator of that
reinsurance company's solvency,
provided that the state is accredited
by the National Assn. of Insurance
Commissioners. All states, except
New York, are currently accredited
by the NAIC.

'As is evident, the differing state
regulatory structure" impedes prod-
uct development, said Rep. Richard
Baker, R-La., the subcommittee's
chairman and a co-sponsor of the
bill. He added that the nonadmitted
market has become increasingly im-
portant in providing coverage for
the marketplace that has emerged
since the terrorist attacks of Sept.
11. 2001. "Unfortunately, this last-
resort market is-in my opinion-
being hampered" by the state regu-
latory system that oversees the non-
admitted market, he said.

'Isee every day numerous ineffi-
ciencies in the current” state-based
regulatory system, said Ms.
Ochenkowski, who is senior vp and
director of global risk management
for Chicago-based commercial real
estate manager Jones Lang LaSalle
Inc. She said there is confusion
among agents and brokers placing
surplus lines business because of dif-
ferences among the states regarding
premium tax allocation and remit-

tance schedules.

"In some states, a broker or agent

Surplus lines bill

H.R. 5637, the Nonadmitted and
Reinsurance Reform Act of 2006,

would, among other things:

» Make the policyholder's home
state solely responsible for

regulation of nonadmitted

insurance

» Make the policyholder's home
state solely responsible for
collecting premium taxes for
nonadmitted insurance

- Create a streamlined
application system for "exempt
commercial insurance

purchasers" to procure

nonadmitted insurance

- Make the domiciliary state of a
reinsurer the sole regulator of the

reinsurer's solvency

calculates and sends taxes to the
states as part of his transaction ser-
vice on my behalf," said Ms.
Ochenkowski. "In other states, the
broker may calculate the tax due,
but | must send it, while in a third

type of state, | must calculate and
send taxes.”

E&S market applauds

The bill drew understandable

plaudits from the surplus lines in-
dustry.

The measure "brings clarity and
certainty to a system that is funda-
mentally flawed," Richard Bouhan,

executive director of the Kansas

City, Mo.-based National Assn. of

Professional Surplus Lines Offices
Ltd., told the lawmakers. "This legis-
lation is the right policy at the right

tinne."

Bernd Heinze, executive director
of King of Prussia, Pa.-based Ameri-
can Assn. of Managing General
Agents, told the panel that the mea-
sure would achieve several goals.
Among other things, the legislation
would "enhance the speed to mar-
ket of new and needed insurance
products and services" and "estab-
lish and mandate a uniform, simple
tax allocation formula and system
for multistate risks, making the pay-
ment of proportionate tax more eq-
uitable and efficient," he said.

The reinsurance provision of the
bill won praise from Frank Nutter,
president of Washington-based
Reinsurance Assn. of America.

Noting that reinsurance is a glob-
al marketplace, Mr. Nutter told the
panel that "allowing the state of
domicile of the reinsurance compa-
ny to be the single regulator for sol-
vency will help streamline reinsur-

ance regulation significantly and
will add much to the value of a U.S.

license.”

"Legislation in this area is long
overdue," said Bob Bondi, manag-
ing principal of Aon Client Services
in Chicago, during an interview af-
ter the hearing. "It has to not just be
burdensome for brokers and bro-
kers' clients but also for the states
themselves. Most importantly,
when you are spending so much
money in terms of labor, in terms of
time and in terms of effort in trying
to remit taxes that are necessary to

8/ Stock Index [ 6/19 - 6/231

Up-to-the-minute data for all 85 companies that comprise the Bl Stock Index
can be found at www.businessinsurance. com

Percentage change of Bi Stock
Index vs. key indicators

Bi Stock index

2796.62 ~0.28

Dow Jones .

10989.09 -0.23
S&P SOO .
1244 .50 -0.56

Largest gains

NYMAGIC Inc. 5.62%
Humana Inc. 4.51%
Aetna Inc. 4.44%
Alleghany Corp. 4.07%

Aspen Insurance Holdings 3.54%

Largest losses

Fairfax Financial -11.80%
Meadowbrook Insurance -5.88%
American Safety -5.48%
Philadelphia Consolidated -5.08%

PMA Capital Corp. -4.40%

Weekly change bv market segment

Brokers
Insurers/Reinsurers

Managed Care Organizations

Source: FinancialContent Inc. (h#p.//financia/content.com)

-1.16%

-1.13%

1.76%

Leadership in Specialty

collect, it's difficult for anyone to
justify the cost of compliance, par-
ticularly for low-dollar payments,”
he said.

The bill stops short of creating a
direct federal regulatory role such as
would be created by legislation al-
lowing insurers to seek federal
rather than state charters. Such a
move is supported by several insur-
ance-related organizations, includ-
ing RIMS. But advocates of an ex-
panded federal role welcomed the
surplus lines bill as a move in the
right direction.

"Our preference continues to be
an optional federal charter," said
Melissa Shelk, vp-federal affairs for
the Washington-based American In-
surance Assn., during a brief inter-
view after last week's hearing. "But
this is a step that recognizes the
problems involved in a state-based
system."

Joel Wood, senior vp-govern-
ment affairs at the Council of Insur-
ance Agents & Brokers in Washing-
ton-which also supports the op-
tional federal charter approach-
said the bill would have no impact
on that debate. He said, unlike oth-
er regulatory debates, the surplus

lines debate doesn't involve dupli-
cation of state efforts.

"These are laws that cannot be
reconciled and compliance is excep-
tionally difficult,"” said Mr. Wood.
"The paperwork burden, the legal
burden, the administrative hassle
and the lack of coherency from
state to state on surplus lines is a
complete drag on the marketplace.
Not only do we think this will save
a lot of money and enhance compli-
ance, we ultimately think that more
premium taxes will be collected by

the states and we think the surplus
lines will be more vital as result of

this. We think a lot of barriers will
be removed.”

Mr. Wood called the bill "abso-
lutely" good news for buyers.

The president of an insurer trade
group that strongly supports state
regulation also said he believes that
the surplus lines bill will have no
impact on the optional federal char-
ter debate.

"We're supportive" of the bill,
said Ernie Csiszar, president of the
Des Plaines, lll.-based Property Ca-
sualty Insurers Assn. of America. He
called the tax situation "a zoo" that
demands a "national solution.”

Mr. Csiszar said he prefers a
broader solution to problems associ-
ated with state insurance regulation
but added, "if you want to take it in

pieces, this is not a bad piece to
start."”
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Continued from page 1

Gerald Simons named

president of the Bl

The Bermuda Insurance Institute has
named Gerald Simons as president
for a two-year term. The former
Bermuda cabinet minister and
current president and chief
executive officer of Bermuda-based
Argus Group Holding Ltd. will be
responsible for the strategic
direction of the BIl, the professional

organization said in a statement.

Federal charter must
include P/C: Senator

The co-sponsor of a bill that would
allow insurers to choose to be
chartered by the federal government
rather than by state governments
last week said he opposes any effort
to limit federal charters to life
insurers. While limiting federal
charters to life insurers might be
"easier" than including
property/casualty insurance, Sen.
John Sununu, R-N.H., said he would
oppose any such effort. Sen. Sununu
said that the U.S. Senate Banking,
Housing and Urban Affairs
Committee will hold hearings on his

bill later this year.

CalPERS to increase
HMO premiums

The California Public Employees'
Retirement System last week
adopted a health plan package that
will increase its members' health
maintenance organization premiums
by an average of 11.6% for 2007. The
CalPERS Board of Administration
also approved a 12.61% premium
increase for preferred provider
networks and a 6.77% increase for
Medicare PPO premiums. The board,
however, declined to increase

member copayments.

At Buslnessinsurance.com

New Online Poll: Repealing the
limited exemption from federal
antitrust law provided under the
McCarran-Ferguson Act would:
lower insurance costs
significantly, slightly, have no
impact, increase costs slightly or
increase costs significantly?

Emerging Risk Strategies
Business insurance columnist
John J. Hampton recently spoke
with John Bayeux, executive vp
and financial institutions industry
practice leader at Willis Risk
Solutions, and discussed Mr.
Hampton's May 15 column in
Business insurance, which
proposed dual positions of a chief
strategy officer and non-financial
chief risk officer. Mr. Bayeux has
been keenly interested in
enterprise risk management for
some time and works with
financial services clients in
developing ERM programs.

To read Mr. Hampton's
interview with Mr. Bayeux as well
as prior columns and discussions,
please visit www.Business
Insurance.com/EmergingRisk
Strategies.
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Retaliation: Supreme Court ruling a blow for employers

Continued from page 1 ment at the Tennessee yard of the White, which a divided three-judge ing those that are easier or more "many reasonable employees would
panding the ability of plaintiffs to Burlington Northern & Santa Fe panel of the 8" US Circuit Court of agreeable,” Justice Stephen G Brey- ftnd a month without a paycheck to
sue for retaliation, the ruling re- Railway in Memphis, complained to Appeals overturned However, the er wrote in an 18-page opimon be a senous hardship.
quires the HR department's decl- company officials in 1997 of alleged full appeals court reversed the three- "To be sure, reassignment of Job The high court "went further to
sion-making to be more transparent sexual harassment by her supervi- ludge ruling and ruled the job reas- duties is not automatically action- the left than many employe-s
in order to steer clear of lawsuits sor She later was reassigned to a dif- signment and suspension were, in- able Whether a particular reassign- would have hoped," said Andy

"Articulating and thoroughly ferent, more "arduous" track laborer deed, adverse employment actions ment is materially adverse depends Scott, a partner in the Atlanta office
documenting the basis for person- position and then temporarily sus- The Supreme Court last week up- upon the circumstances of the par- of Fisher & Phillips LLP "Emplor-
nel decisions impacting employees pended without pay due to insubor- held the appeals court ruling. ticular case and should be judged ers were hoping (the Supreme
with pre-existing (Equal Employ- dination. "Common sense suggests that from the perspective of a reasonable Court) would adopt the standard
ment Opportunity Commission) Ms White sued BNSF m U.S. Dis- one good way to discourage an em- person in the plaintiffs position." that insolated them from liability to
charges is central to avoiding claims trict Court in Memphis, claiming ployee such as (Ms.) White from he wrote the greatest extent possible and they
for retaliation,” he added her job reassignment and pay sus- bringing discrimination charges The court also determined that didn't do that "

In the case, Sheila White, a fork- pension were retaliatory acts under would be to InS1St that she spend even :hough Ms. White was rein-
lift operator and the only woman Title VII. more time performing the more ar- stated to her lob after a 37-day sus- the company was "disappointed" 11
worklng in the maintenance depart- A lury found m favor of Ms duous duties and less time perform- pension and received back pay, the court's ruling.

A BNSF spokesman said only th:t

Starr: Competition for public entity business benefiting policyholders

Continued from page 1 where pricing has otherwise been to assume business previously han- tlabons Mth both.

week sued AIG in Delaware's Court creeping up gradually each year dled by C,V. Starr & Co Inc
of Chancery to gain access to cer- since 2001, Mr. Chino added
tain documents (see related story).

existing policyholders, the pool
Their competition for his renewal manager said he understands how
Mr Hayden said there have been business will prove benef.cial, he they could both be considered ir -
"This is an unexpected bright a couple of instances where other added
Starr, which controls more than Spot in a public entity's renewal," insurers lowered their public entity Because of past losses, the man- AIG has provided his account the
300 million shares of AIG, filed its Mr Chino explained "They rates for pools to compete wtth the ager said he otherwise would expect security of a stable insurer and pai j
complaint as a shareholder The weren't anticipating a 10% reduc- decreased pricing offered by AlG to see his renewal rates climb But his claims for years. Yet, like many
suit claims that the documents may tion in their liability program. They and C V Starr & Co Generally, he expects the competition be- sawy risk managers, he has formel
show that AIG mismanaged the probably budgeted for a flat to though, the additional pricing com- tween AIG and C.V. Starr "4111 beat a relationship with the underwriters
$1 64 billion settlement the insurer small increase, so it's not dramatic, petition has remained between the down the pnce," and "the increases at C V Starr
reached with New York Attorney but It'S better than what was ex- two entities, he added "l tend to follow relationship
General Ellot Spitzer and other offi- pected. William Weichold, president of would othervvise," he said when push comes to shove," hz
The situation is adding a "bit of C.V Starr & Co in San Francisco, To foster competition between said "So | might give a bit of ai
But the courtroom is lust one downward pressure" on pricing, said the agency provides very broad the two for his account, the policy- edge to C V Starr But | think |
front m the struggle between AIG said John Hayden, a regional part- coverages to meet the needs of gov- holder extended by several months could argue either side of it, really.’
and its estranged former affiliate. ner in Columbus, Ohio, for Willis emmental agencies with the prod- his July 1 renewal date, he said He That is a common viewpoint
In the ongoing renewal competi- CAPS Pooling, a unit of Willis uct and pricing customized for each did so after the "divorce" of C V among pool managers who regulai-
tion against each other, AIG and Group Holdings Ltd. chent. Starr and AIG to ensure C V Starr ly form bonds with their underwrit-
C V Starr & Co are pushing their This competition is welcome, as Sources also say C V. Starr and would secure the insurer capacity ers, brokers said.
prices down as each attempts the number of insurers providing AIG have eased their underwriting needed to offer the coverage limits Most clients have a neutral posi-
to retain the pools, captives coverage for public entities has practices somewhat-though not his large pool needs tion on the issue, though the/
and other self-insured public enti- steadily shrunk, Mr. Hayden said drastically-by requiring less de- C.V Starr announced in April do ask for advice about which cf
ties that traditionally renew their In some cases, public entity poli- tailed submission information that it had partnered with Liberty the two entities deserves the COUI-
coverage on July 1, several sources cyholders have a choice of only Agreeing that the situation is Corner, N J -based Everest National tesy often extended to the incum-
said three major insurers, not including lowenng pncing is the manager for Insurance Co, a member of the bent insurer, Gallagher's Mr Chino
In some cases, phcyholders that C V Starr or AIG, another broker a pool insuring municipalities that Hamilton, Bermuda-based Everest said He said he advises clients to
initially were told they would re- said. for several years has purchased ex- Re Group, to write public entities look for distinctions in the arrange-
ceive flat renewal pricing are in- The separation of C V Starr & cess and reinsurance policies pro- and contractors The deal offers $10 ments the two entities are able to
stead seeing discounts of up to 10%, Co from AIG creates an additional vided by an AIG unit and under- nillion in underwnting capacity offer
said John Chino, area senior vp in insurer from which policyholders written by C V, Starr.
Aliso Vieio, Caltf, for Arthur J Gal- can obtain a quote, Mr Hayden Both C V Starr and AIG view that Who is incumbent?

lagher Risk Management Services said business as their renewal account,

cunnbents

are not going to be what they

cials in February.

"This is a very strange situation,
and both truly are still the incum-
bents and deserve the courtesy or
nc. AIG in February announced the said the manager, who asked not to While AIG and C,V Starr vie for business relationship that being an

That is occurring in a market formation of AIG Specialty Access be identified because he is in nego- ncumbent insurer status among incumbent requires," he said.

SICO sues A16 for access to board documents

Starr International Co is demand-

Starr, Chubb enter alliance

MGA to write geneml aviation risks for insurer

SICO's lawsuit includes a copy mission,"” the three states are not
ing American International of the demand letter, which cited entitled to receive payments.

Group Inc documents needed to an Apnl 24 Business Insumnce sto- ATLANTA-Starr

Starr International's demand Aviation craft service and maintenance

investigate whether AIG directors ry about the settlement AIG letter also says that "other states
engaged in "mismanagement reached with New York Attorney have also expressed serious mis-
and/or improper transactions" re- General Eliot Spitzer and federal givings about the amount of
lated to the insurer's $1 64 billion regulators. workers compensation-related
settlement reached in February The April W story reported that payments they are allocated un-

with state and federal authorities. three states that AlG found eligi- der the settlement," according to
In a lawsuit filed last week m ble to receive a share of the $1.64 the suit.

Delaware's Court of Chancery, billion settlement were question- Those other states include Min-

SICO seeks to force AIG to hand mg whether they deserved any of nesota, which has already filed a

over minutes from board meet- the money. suit against AIG; and Rhode Is-

ings, communications related to The AIG settlement calls for land, which iS "considering ad-

the meetings and other similar $344 million of the $1.64 billion ministrative action against AIG/'

documentation. to be distnbuted to states harmed the lawsuit shows.

SICO maintains in its lawsuit by the Insurer's alleged underpay- Also last week, a Delaware
that as an AIG stockholder, it is ment of workers compensation Chancery Court Judge ruled that
entitled to the information under premium taxes and residual mar- AlG shareholders can proceed
Delaware corporate law The suit ket assessments. Mth a lawsuit claiming that while
says that AIG refused to adequate- Three states listed in the settle- at AIG, former chairman and CEO
ly reply to a shareholder demand ment have monopoly workers Maurice R. Greenberg operated
letter seeking the mformation. compensation systems in which Starr separately from the insurer

AIG and Starr International AIG has never been allowed to to siphon money that should
both declined to comment on the conduct business The SICO law- have remained with AIG.

ongoing litigation. suit says that "by their own ad- -By Roberto Ceniceros

Agency Inc has entered into an firms, manufacturers of noncnt-
agreement with Chubb Corp to ical aircraft parts, and small re-
offer clients hull and liabilitv gional airports
and workers compensation cov- Commercial airlines and
erages, the companies lointly manufacturers of airframes or
announced last week critical aircraft parts are part of
Under the terms of their un- Starr Aviation's commercial avi-
derwriting agreement, Warren, ation segment
N J.-based Chubb will provide "This agreement provides
hull and liability insurance to Chubb with growth opportuni-
Starr Aviation's general aviation ties m the most attractive seg-
clients, as well as workers com- ment of the aviation insurang
pensation coverage to its gener- marketplace,”" Thomas F Mo-
al and commercial aviation tamed, Chubb's vice chairman
clients Atlanta-based Starr Avia- and chief operating officer, said
tion is a unit of C.V Starr & Co in a statement

Inc of New York

Among clients m the general tion President Steve Blakey not-
aviation segment are owners of ed that the partnership reflects
corporate, pnvate pleasure and the company's commitment to
small-business aircraft, munici expand tailored products and
palities that own aircraft, sight- services,
seeing and air taxi services, air-

-By Rupal Parekh

In the statement, Starr Avia- i
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TO MAXIMIZE CONNECTIONS, EVERY OFFICE NEEDS ONE.

Effective marketing is all about reaching the right people - at the best possible time and place 35th Annual Broker Profiles
to reach them. One sure way to get in touch with buyers and sellers of commercial insurance is by

Issue Date: July 17
advertising in Business /nsurance's 35th Annual Broker Profiles special issue.

Ad Close: July 5
Throughout the year, our readers - your clients and prospects - will call on B/'s coverage of the

major trends shaping the brokerage industry at this pivotal time, as well as our exclusive profiles of
the world's 10 largest brokers and a ranking of the 100 largest U.S. brokers.

Business /nsurance will focus on the services and capabilities of the world's largest brokers and
examine how those firms are changing to better serve their clients. Now, more than ever, top-level
decision-makers who read Business insurance will rely heavily on our exclusive, annual Directory of Agents & Brokers, available to subscribers who are registered
to receive premium content online at Businessinsurance.com/Directories.

Make the right call ... to Ken Luker at 212-210-0133 or e-mail kluker@Businesslnsurance.com ... and find out how advertising in Business Insurance
can get you through to the right contacts.

iwww.bu e su an e. om

New York: 212-210-0133 1 Chicago: 312-649-5275 1 Boston: 617-292-4856 B usiness ’ N I I



A\ Managing visk in foday’s
3 complex global
envivonment vequives
sophisHicateA solutons
AnA stvateqes.

we're leading the way
when it comes to
helping chents mitigate
Fhe challenges of

A globalizeA economy.

That’s why
/'™ proud fo be
with Mavsh.

Brian Storms
Chairman and CEO, Marsh

From terrorism to climate change, pandemics to regulatory compliance, risks permeate every organization at nearly

every level. That's why Marsh has taken the lead when it comes to educating clients on ways to mitigate global

risks. Whether it's long-term planning or leadership and risk management strategies, we're committed to delivering
the innovative solutions required to respond to current and emerging risks. As the world of risk grows in scope and

complexity, Marsh will be there. Marsh is—and will continue to be—the world's #1 risk specialist.

MARSH

The world’s #1 risk specialist

ﬂ Marsh & McLennan Companies Marsh is the risk and insurance unit af Marsh & Md.ennan Companies www marsh.com




