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Justices widen
room for suits
on harassment

By MARK A. HOFMANN

WASHINGTON-Employers could face an increased ex-
posure to lawsuits for supervisors' sexual harassment of em-

ployees because of a pair of deci-
sions handed down by the
Supreme Court on the last day of
its 1997-1998 term.

h51/d The high court's 7-to-2 rulings
WilI-El-J in both Beth Ann Faragher us.

!E City of Boca Raton and Burting-
- . ton Industries Inc. us. Kimberly

B. Ellerth last Friday centered
around Title VII of the Civil

Rights Act of 1964. That provision governs employment-re-
lated discrim nat on based on an individual's race, color, re-
ligion, sex or national origin.

While the majority upheld the right of both plaintiffs to
sue, it also outlined a defense that employers can use to
avoid or minimize liability for such suits, which was

See Title VII on page 29

Regulators expected to renew
petition for EMLICO liquidation
BOSTON-The Massachusetts Insurance

Division is expected to renew a liquidation
petition against Electric Mutual Liability In-
surance Co. after a federal judge last week
turned aside a challenge to the action.

Massachusetts regulators originally filed to
liquidate EMLICO in January, after the
state's highest court found that the General
Electric Co. insurer's 1995 redomestication to

Bermuda was improper and that the hugely
insolvent EMLICO remained a Massa-

chusetts company. EMLICO's Bermuda
See Updates on nezt page

GOP backs proposal
on patient protection
Health care reform legislation still could pass this year

By JERRY GEISEL Ih N*116aWASHINGTON-The backing of a health care patient
protection proposal last week by the House Republican
leadership significantly increases the likelihood
Congress will pass health care legislation before the ses-
sion ends this fall.

After months of discussion and negotiations, a House
Republican task force reached agreement on and re-
leased last week a scaled-back proposal intended to re-
spond to the public backlash against managed care.

Among other things, the package requires employers
that offer only a traditional health maintenance organi-
zation to provide a point-of-service option. The propos-
al also would require health plans to set up new internal
and external claim review mechanisms, give patients di-
rect access to pediatricians and obstetrician/gynecolo-
gists, eliminate so-called managed care plan "gag rules"
and provide better access to emergency room services.

Other provisions-not directly related to managed
care-include imposing a $250,000 cap on non-econom-
ic damage awards in medical malpractice cases, allow-

See GOP on page 4

Lawmakers

pass little 1» 1 9/

in P/C arena 99
A stroke of the Florida governor's pen cost tort re-

form advocates their most significant victory of 1998.
In fact, Florida's was the only legislature to approve

more than targeted tort reform so far this year, and
Democratic Gov. Lawton Chiles' veto of the tort re-

form bill virtually guarantees it will be an issue in this
fall's gubernatorial election.

"The most significant state in terms of broad-based
reform was Florida, but that, unfortunately, was ve-
toed," said Sherman T. Joyce, president of the Ameri-
can Tort Reform Assn. He said the business communi-

ty "seems very intent" on using Gov. Chiles' veto of
the measure in the upcoming gubernatorial race be-
tween Democratic Lt. Gov. Buddy McKay and Repub-
lican Jeb Bush. Gov. Chiles cannot serve another

term, and Mr. Bush, who lost a close race to Gov.
Chiles in 1994, has a commanding lead in public opin-
ion polls.

Anne Allen, director of government affairs for the
Risk & Insurance Management Society Inc. in New
York, agreed that the tort reform efforts could get a
boost if Mr. Bush wins the governorship.

Lawmakers have yet to take up comprehensive re-
Seeple reform on page 10
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Information

privacy hot
in work comp

Proposals governing the privacy of workers' medical records are
dominating lawmakers' review of state workers compensation sys-
tems this year.

"If ther 's n ea di-tir n m ' uous tr d, it is a recog-
tion , 1,lilli .hA q medina An mediffAl.re-

nf nma on," said Bruce C. 00 , as i a genera
i the American Insurance Assn. in Washington.
In many cases. la-wmakers discussins*haissue focus first on re-

strictinglithe did!M!!Tnfn of d inslan-
agplans,IBmER.hen swlfp1111ylT.Jers conmmsmmrin-
s.,PNd self -fMloy ing t __ Jilusfm, ex-

See C 14

Here's what the House Republican task force recommends:-733

+ Point-of-service mandate

+ Expedited internal review and new external:f
reviews 45*011

+ Direct access to Ob/Gyns and pediatricians ''..1
* Improved access to emergency room care « 4,

5-

+ New association plans for small employers 5
A

+ Expanded medical savings accounts

* Cap on medical malpractice awards p

+ Ban on provider gag rules i

, A light touch
 carries day

in health care
For state legislatures, tinkering with the health care

system is in this year. Radical change is out.
The predominant theme of state activity is address-

ing pockets of public discontent over access to care
rather than launching wholesale attacks on managed
care.

"The managed care backlash is there, but legislators
are not trying to legislate managed care out of exis-
tence," notes Susan Laudicina, director of research in
the Washington office of the Blue Cross & Blue Shield
Assn.

For example, while legislation was introduced in 30
states to create special causes of action for health
plans that improperly denied claims, such bills were
rejected in 23 states, with proposals still pending in
seven states.

Legislators are responding to specific areas of con-
cern, Ms. Laudicina notes.

One such area is improving patient access to special-
ists, a direct reaction to HMOs that have tried-in the
interest of efficiency-to channel all patients through
primary care gatekeeper physicians.

For example, measures enacted in Tennessee, Utah
and West Virginia require health care plans to give
women enrollees direct access to obstetricians and gy-

co o ists. A bill passed in Colorado gives patients
s to nurse-midwives

A the decades-old trend of state leg-
slators<O onse to pressure from special-

andating that health care
secf n tinues, albeit general-

od s

n de Kansas and

1th on page 11
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Updates
New EMLICO petition expected Privacy rules softened
Contmued *om previous page NAIC panel advances proposed rules for insurers
hquidators, partners of Coopers & Lybrand LLP, then removed thepe-
tltlon to federal court and sought to have it dismmsed (BI, Feb 9) By MEG FLETCHER party's right to sue, though a foot-

note in the model still notes that

lock said he would remand the petition to state court Judge Woodlock's BOSTON-State insurance reg- states could consider that issue

written mhng is expected this week, after which the Insurance Division

At a heanng last week, though, U S District Judge Douglas P. Wood-

ulators made several pro-business individually Drafters also agreed
wlll seek a state court hquidation order, according to Eric A Smith, a changes to proposed standards on

NAIC
to dilute a provision governing in-

lawyer representmg the division If the petition is granted, Massachusetts health information privacy, surers' responsibility to oversee
regulators then will go to court in Bermuda for an order staying the though insurers still have some tion of insurance-related organi- contractor compliance with priva-
Bermuda hquidation, Mr Smith said concerns with the proposal zations during the National Assn cy provisions, though contractors

EMLICO's Bermuda hquidators had tried to block the U S insolvency Regulators drafting the 30-page of Insurance Commssioner's sum- still would have to comply with

proceeding by arguing, among other thmgs, that they stood m El\<ILICO's proposed Health Information Pri- mer meeting in Boston some privacy protections Con-
shoes and were immune from suit under a federal foreign sovereign im- vacy Model Act agreed to make For example, drafters eliminat- tractors could include third party
munity statute several changes sought by a coali- ed language about an aggrieved See Privacy on page 30

While agreeing that the Bermuda hquidators are protected by the im-
munity statute, Judge Woodlock also indicated that EMLICO remains
subject to Massachusetts insolvency proceedings to the extent that it is a CIGNA appeal
Massachusetts company Taylor maps

The hearing (hd not resolve whether Massachusetts or Bermuda au-
thonties should control El\<ILICO In fact, in an mdication of the case's lu- revived after
risdictional compleaty, Judge Woodlock said he would let stand an an- Lloyd's futu re
cillary federal bankruptcy petition that EMLICO's Bermuda hquidators
filed to halt state court reinsurance htlgallon with Lloyd's of London un-
derwnters (BI, March 30)

courtls error expansion
The Bermuda hquidators said m a statement they are "pleased" with

the judge's findings on the immunity and bankruptcy issues By DAVE LENCKUS By SARAH GODDARD
Judge Woodlock earher th:ts year urged the Massachusetts division and

Bermuda liquidators to compromise on a Joint hquidation of EMLICO, HARRISBURG, Pa -The fate of CIGNA Corp 's LONDON-Lloyd's of London plans to expand
but those talks stalled m March (BI, Masch 16) restructured property/casualty operation again rests in several key international locations over the

with the Pennsylvania Supreme Court next five years, according to Chairman Max Tay-

Swift reform unlikely: Gorton With little explanation, the court last week vacat- lor

ed a series of ltS own orders that earlier this month Speaking at Lloyd's an-
WASHINGTON-Congress probably will not complete work on a lim- had moved the dispute back to the state's Insurance nual general meeting earli-

ited product hability reform bill until September at the earhest, accord- Department for new trial-like hearings and a new er this month, Mr Taylor 
ing to the measure's chief Repubhcan sponsor departmental decision on the legality of the liability- outlined his vision of the IL

The Senate should take up the measure early next month, Sen Slade based restructuring (BI, June 15) future of Lloyd's, based on 
Gorton, R-Wash, told representatives of the National Assn of Manufac- The court stated only that its earlier orders had "key prolects" that Lloyd's
turers last Thursday, as that organization publicly endorsed the measure "been entered due to administrative error " The has been working on over

Sen Gorton, who with Sen John D Rockefeller IV, D-W Va , drafted court did not elaborate Representatives in the the past year
the measure after months of consultation with the White House, warned, court's clerk's office and in the chief justice's office Mr Taylor said he fore-
however, that passage of even a mild reform bill in the Senate is not a said they did not know the nature of the error sees the London insurance Al
done deal despite President Clmton's promise to sign the bill if it reaches There were some glitches in the announcement of market as "even more ILi

his desk (BI, June 15) those orders, which rejected all appeals of a March firmly established as the Mr. Taylor
He noted that several Democratic senators who supported reform in 1997 Pennsylvania Commonwealth Court decision in world's leading center for

1996 have retired and that Repubhcan backmg for the bill is not umver- favor of those that objected to the restructuring The underwriting specialized risks "
sal That could make it difficult for supporters to muster the 60 votes nec- Commonwealth Court had vacated former Commis- This will be reflected, he predicted, in growing
essary to cut off debate on the measure and bring it to a vote If the Sen- sioner Linda S Kaiser's approval of the reorganiza- market share in such classes of business as habil-

ate passes the measure, the process would have to be repeated m the tion and directed the Insurance Department to re- ity, marine, aviation and transport, international
House, which has yet to act on product hability leg,slation tius year consider the restructuring property and construction, and reinsurance

The bill concentrates much of its rehef on the smallest businesses It Initially, the state Supreme Court on June 5 issued To gain a share of this business, Lloyd's aims to
does, however, set a uniform statute of repose of 18 years for workplace orders that relected only some of the petitions seek- extend its broker network, and Mr Taylor antici-
goods m situations where a worker is covered by workers compensation ing to appeal the Commonwealth Court's ruling pates that "access to Lloyd's will be streamlined
or other insurance, create a national standard for the awarding of puni- When alerted, the high court a few days later issued and simplified and driven by commercial
tive damages m product liability cases, and provide a defense for manu- orders that reiected the remaining petitions See Lloyd's on page 31
facturers if plamtifs misused or altered a product or were under the m- See CIGNA on page 31
fluence of alcohol or drugs at the time of their accidents

Sen Gorton defended the measure as the best possible under the cir-
cumstances "We have left nothmg on the table that was attainable," he Lawyers hit with record E&0 award
said Sen Gorton aclcnowledged that he would like to have seen more re-
forms, particularly in the area of Joint-and-several hability, and he said By MICHAEL BRADFORD
that on a scale of 10, the measure rated about a 3 He added, however, Juries vs. lawyers
"I've got to say to you, this is all you're going to get while Bill Chnton is AUSTIN, Texas-Three Louisiana lawyers The largest jury awards In legal malpractice cases Jury awards may
president of the United States " charged with giving bad tax advice are facing have been reduced on appeal or settled for a lower amount

The senator also acknowledged that he knew httle about the worlangs an $18 million Judgment in one of the na-
Case Trial Date Award

of a workers compensation subrogation provision put m the bill by Sen tion's largest legal malpractice Jury awards
Rockefeller He said opponents of the provision could try to persuade the A Jury in US District Court in Austin, Streber, Delonyvs Hunter June 1998 $18.0 million

West Vlrglma lawmaker to remove it Texas, earher this month leveled the award U.S. District Court, Texas
against the attorneys and their Lake Charles,

Receivership protection sought
Moran vs. Vinson & Elkins June 1994 $17.7 million

La, law firm of Hunter, Blazier, O'Dowd & Texas state court
Moreno Jurors decided the defendants de-

BOSTON-The Nabonal Assn of Insurance Commissioners formally ceived two sisters who relied on them for tax Ebrahami, Panaphour Ja4 1991 $17.4 million
adopted a resolution last week urging Congress to exphcitly exempt m- advice related to proceeds they received from VS. Sewell, Riggs

surance company receiverships from a federallaw that gives federal gov- a real estate trust, according to court papers U.S. District Court, Texas < <
emment claims pnonty in state insurer hquidations Insurance coverage is in place that could Gar#Mdvs. Ganezer, Meyer

September 1997 $8.1 million
The resolution asks Congress "to expllcitly exempt from its ambit the pay a portion of the award if it is upheld, ac- California state court

administration of insurance company receiverships in order to preserve cording to plaintiffs attorney Daniel R
to the states that which Congress Intended in enacting the McCarran- Castro of Watt & Associates PC in Austin Sanfordvs. Johnson April 19§1-7 f $8 million
Ferguson Act " That act allows states to regulate msurance Legal malpractice coverage written for the Texa: state cour;

The expllcit carve-out is motivated by a desire to end litigation on the See Texas onpage 28 SoureR Jut,W*tfl,Ms,& _| , 1
issue and save both sides time and expense, said Peter Gallams, special
deputy receiver for the Illmois Insurance Department

The trail of hbgation began after the U S Supreme Court's 1993 deci-
Inside

mon m US Treasuty vs Fabe that, because state hquidallon laws are part
of the business of Insurance, the McCarran-Ferguson Act partially ex- • GOP proposals for health care reform are a starting Class,fleds„ ... ..... .26

empts them from a 1797 federallaw that gives federal claims "superpri- point, but we advise waiting for the next session of Commentary............. ............................... .......34

onty" m bankruptcies Congress to carefully craft legislation, one of this week's For The Recorrl 98
Smce then, the federal government has tried to narrow the scope of the editorials says PAGE 8 Insurance Services Guide............. ..

rullng, with mixed success However, it lost its September 1997 fight dur- Internationpl 99

mg the Reserve Insurance Co hquidation to knock guaranty funds far- • Forbes Group unit Nelson Hurst Ltd will become part of Opinions ..8

therback m hne to recover assets A federal distnct court in Chicago also the FDG broker network,n Europe PAGE 24 Perspectives . 21

ruled then that the nlinols liquidator could hold the federal government Ticker 11

to speafic deadhnes for flling claims against an insolvent Insurer's estate • Outbreaks of E coli bacteria linked to a delicatessen in
Business /nsurance (ISSN 0007 6864) Vol 32, No 26, Ispublished weekly

(BI, Oct 27, 1997) suburban Chicago and a water park near Atlanta lead to by Crain Communications Inc, 740 N Rush St, Chicago, Ill 60611 2590
illnesses PAGE 28 Periodicals postage is paid at Chicago and at additional mailing offices

Tobacco ruling to be appealed POSTMASTER Send address changes to Business /nsurance, Circulation
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Global insurers by
market capitalization

Figures as of June 18; in billions of dollars

Citigroup -

Berkshire/ 4
General Re

$1211

AIG
1 491 /.

Allianz -; $76

ING - $60

B.A.U J $60
Zurich 1

AEGON -," $45 .

Allstate 4 $38 ./

Munich Rel $38

AXA-UAP -; $36
Swiss Re 4 ' $33
Source: Berkshire Hathaway/General Re

$141
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Capital in command
Berkshire's buyout of Gen Re to create gargantuan reinsurer

By JUDY GREENWALD

STAMFORD, Conn.-Berkshire

Hathaway Inc.'s approximately $22
billion stock acquisition of General
Reinsurance Corp. is expected to cre-
ate a powerful giant in the reinsurance
industry but one that exercises a deli-
cate touch.

The acquisition of the largest U.S.
reinsurer, which was announced June
19, will lead to a combined company
with close to $120 billion in market
capitalization (BI, June 22). The com-

bined company's net worth of $56 bil-
lion, on a generally accepted account-
ing principles basis, will make it the
largest U.S. company.

How much of that capital will be al-
located to General Re will be the deci-

sion of Berkshire Chairman Warren
Buffett.

Aon storms markets

with typhoon cat bond
By RODD ZOLKOS

CHICAGO-A recent catastrophe bond
deal is significant not only as the first to se-
curitize Japanese windstorm risks, but also
because it was engineered by a new player
in a realm that previously has been domi-
nated by investment banks.

Yasuda Fire & Marine Insurance Co. Ltd.

used risk securitization this month to se-

cure $80 million in reinsurance for typhoon
exposures for up to seven years.

The transaction involved the sale of $80
million in notes by Pacific Re Ltd; a Cay-
man Islands-domiciled special-purpose ve-
hicle. The notes were structured and

brought to market by Aon Capital Markets
Inc., a subsidiary of Aon Corp.

"Obviously it's the first transaction that
was lead-managed by a non-Wall Street in-
vestment bank," said Kevin R. Callahan,
president and CEO of Aon Capital Markets
in Chicago.

"We have that capability on our own, and
we're committed to providing that capabil-
ity to our clients without ceding it, as most
of the other participants in these transac-
tions have done to the banks and the invest-

ment banks," Mr. Callahan said.
"The question has been, 'How can (Aon)

ever develop a securities distribution capa-
bility?' " Mr. Callahan said, adding that the
deal underscores not only Aon's commit-
ment to developing that capacity but the
fact that it now exists, he said.

See Yasuda on page 7

Human resources

exposu res create need
for risk management

By RODD ZOLKOS The frustrations are another similarity in
the two roles. Professionals in both fields

MINNEAPOLIS-The merging of the want certainty but instead face the fre-
roles of risk managers and human resources quent prospect of unknown expenses.
professionals appears inevitable, according Increasing that instability, from an HR
to a speaker at the recent Society for Hu- perspective, is the growing number and
man Resource Management conference. magnitude of employment practices claims,

"I think, as we see compa- Ms. Cortese said.

ence between the two fields'

The most notable differ-

in this room is going to be a WO' approach to managing risk
risk manager," Vickie R. is that, typically, the human
Cortese, vp personnel/risk resources field doesn't

management for Federal Com- OrTTnFi'imj, 1-1257 transfer any of the risks it
press & Warehouse Co. in SHEA| 114- faces. "You've got the most
Memphis, Tenn., said at the -4.*6,X--»5--4„9=.d moxie of anybody, because
annual conference earlier this 5%0*-0* & 905+6. you're not transferring your
month in Minneapolis.

50·rH ANNUAL CONFERENCE & EXPOSITION
risk to anybody," Ms.

"So what I think we're going JUNE 14·17.1998 - MINNEAPOL,5, MINN. Cortese told attendees. "So,
to see is more and more of us to sonne degree, you have
having the dual responsibility," Ms. Cortese been the strongest kind of risk manager.
said in a presentation titled "The Inevitable But nobody's been watching how well you
Synthesis of HR and Risk Management: Are do your job if you haven't had claims."
You Prepared?" A slow departure from HR's historic dis-

Making that synthesis an even more nat- inclination to transfer its risks is leading,
ural step, according to the personnel/risk however, to yet more similarity between
manager, is the fact that the two disciplines risk management and human resources
share certain common elements. Ms. professionals, as HR departments make in-
Cortese noted that the core functions and creasing use of employment practices lia-
objectives of the two areas are similar. "We bility insurance coverage.
want to identify, assess and address the "Finally, a sleep aid that works," Ms.
cause and effect of risks, using the findings Cortese joked. "It may not be perfect, but
to reduce uncertainty in our department," it's better than nothing."
she said. "If your job is to reduce risk, you While she has some strong misgivings
are a risk manager in the biggest sense of about EPL insurance, Ms. Cortese suggest-
the word." See SHRM on page 22

"Frankly, I hope Ron calls me up
someday and says he can use another
billion or two," said Mr. Buffett at the

news conference announcing the deal,
referring to General Re Chairman and
Chief Executive Officer Ron Ferguson.

Despite the transfer in ownership,
no one expects any dramatic changes
in General Re's underwriting stan-
dards. Analysts, competitors and in-
termediaries say Mr. Buffett bought
General Re, at least in part, because of
its smart, savvy management, and
General Re is unlikely now to change
its basic strategy and embark on any
reckless price cutting.

Instead, becoming part of the Berk-
shire Hathaway operation will free
General Re of the constraints of post-
ing quarterly earnings reports to im-
patient investors interested only in
short-term outlooks.

With Berkshire Hathaway's backing,
General Re, which will continue to op-
erate independently, could be less con-
cerned about earnings volatility and
feel freer to write longer-term busi-
ness that calls for larger capacity.

Some construe the deal, scheduled to
close in the fourth quarter, as a threat
to competitors, particularly small,
broker market reinsurers, though oth-
ers say the transaction is far from their
death knell.

At the news conference announcing
the acquisition, Mr. Ferguson said
that, while it has not loomed as a ma-
jor issue until now, without the deal
General Re would have been con-

strained in the future by capacity lim-
its.

This "is really something that's kind
of developing here and now. I don't

See Gen Re on page 27

Communication lacking
among HMOs, docto rs

Survey finds little teamwork to improve quality
By ROBERTO CENICEROS

Collaboration between doctors and

health maintenance organizations on ef-
forts to improve health plan perfor-
mance generally remains poor to very
poor, a new Pacific Business Group on
Health survey of physician groups finds.

The employer coalition's survey of Cal-
ifornia doctor groups released last week
also revealed which California HMOs the

doctor groups consider to be best or
worst at such functions as consumer ed-

ucation, quality and data reporting.
In addition to releasing the findings,

the San Francisco-based PBGH also re-

ported a nearly 4% average increase in
HMO premiums for members in 1999.

Because many health plans delegate
numerous responsibilities to doctor
groups, the PBGH believes that strong
communication between health plans
and doctor groups is necessary to sustain
improvements in cost, medical access
and care quality, the coalition explained
in the survey's results.

While managed health plans have

made improvements in their relations
with doctors, "There is a need for

stronger incentives and cooperation with
physicians to measure quality of care
and health outcomes," said Pat Powers,
executive director of the PBGH and

president of its "Negotiating Alliance,"
which is composed of several large em-
ployer members.

In 57% of contracts between the doc-

tors and HMOs, the health plan's efforts
to provide doctors with "quality bench-
mark data were considered poor or very
poor," according to the survey.

The survey also found that in 55% of
contracts, HMO efforts to collaborate
with doctor groups to improve perfor-
mance on HEDIS scores were character-

ized as poor or very poor. HEDIS is a set
of health care quality measurements de-
veloped by the National Committee for
Quality Assurance.

Also, in 59% of contracts, doctor
groups rated the effectiveness of HMO
quality improvement programs to be
poor or very poor.

See PBGH on page 30

Insurers warn buyers
on Year 2000 risks

AIG, others urge policyholders to fix systems
By GAVIN SOUTER

NEW YORK-Insurers are starting to put
a bug in policyholders' ears about the Year
2000 problem.

In one of the largest insurer
communication efforts to date,
American International Group
Inc. sent letters to all of its policy-
holders urging them to deal with po-
tential Year 2000 problems. The AIG
letter does not specifically address cov-
erage of the risk.

Among other insurers that recently have
sent letters to policyholders, agents or bro-
kers are: Chubb Corp., Reliance National
Insurance Co., Travelers Property Casualty
Corp. and The St. Paul Cos. Inc. CNA In-
surance Cos. plans to send out an eight-
page informational booklet on the Year
2000 problem within the next two months.

The AIG letter was largely welcomed by
risk managers, brokers and others as a sen-
sible approach to a huge issue, though some
attorneys and brokers see the insurer's let-

ter as perhaps the first part of a legal strat-
egy for denying Year 2000-related claims.

The AIG letter has caused a stir, because
it is highly unusual for the insurer

to conduct a mass-mailing to its
policyholders on such a con-
tentious issue, according to
insurance brokers. AIG

would not comment on the

letter.

Dated June 12 and signed by
Thomas R. Tizzio, AIG's senior vice chair-

man, the letter informs policyholders that
the Year 2000 problem could cause comput-
ers and microchips to produce erroneous
calculations or cease to function.

"Inventory and accounting systems will
be affected; so will credit-card validation,

electronic data interchange, automated
banking reports, pension benefit payments,
drug distribution systems for pharmacies
and hospitals, and mechanical systems op-
erating everything from office building en-
vironmental controls and elevator banks to

See Year 2000 on page 6
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Task force some saw as the death knell of man- stacle if the Repubhcan leadership is with Wilham M Mercer Inc m Wash- Whlle the Repubhcan proposal is
aged care determined to get a bill passed mgton He referred to a hasttly enact- modest compared with patient pro-

"I got about 75% of what I want- Indeed, rumors are nfe m Washing- ed 19861aw-known as Section 89- tection measures such as PARCA, it
Contmued *om page 1 ed," said Rep Charles Norwood, R- ton that the Repubhcan leadership which set non-discnmination rules would have an impact on employers'
Ing trade associations to offer mem- Ga, the chief sponsor of the PARCA Mll move to bypass the normal com- for health plans so unworkable that health care plans
bers self-msured health care plans ex- legislatton He has signed onto the Re- mittee consideration of legislation Congress later repealed them For some employers, the biggest
empt from state regulation and ex- pubhean task force measure and have the proposal-once it is put Stll, the road to passage of any pa- Impact would be caused by a provi-
panling in yet undefined ways the With Repubhcans rallying around a in legtslative form-be directly con- tient protection act is strewn with ob- mon mandatmg employers that offer
appeal of tax-favored medical savings far more modest and less contentious sidered by the House and Senate, a stacles Indeed, the House proposal only a traditional or closed panel
accounts proposal, the odds that Congress unll prospect unnervmg to some employer contains provlsions-most notably HMO to add a point-of-service op-

Perhaps as sigmficant as what is in pass some type of patient protection lobbyists the cap on medical malprachee dam- tion, which allows a person to see a
the proposal-the details of which am act now are much higher than lust a "Our concern is that m a pohtical ages and allowing trade groups to set non-network provider at higher cost
expected to be filled m by mid-July- few weeks ago, when the GOP was environment with an eye toward the up association health care plans free However, this requirement would not
is what is not badly sphntered on what direction to November elections, we could end up from state regulation-unlikely tobe kick mif the employer offered anoth-

Unhkethe proposed Patient Access take with a very extreme measure dnven accepted by the Senate and almost er plan, such as a preferred provider
to Responsible Care Act, the best- "The House Repubhcan leadership, by polling results rather than what is certain to be opposed by President organization or a traditionallndemni-
known and most widely supported of rather than saying no (patent protec- good for health care," said Paul Den- Clinton ty plan, that gives employees the nght
the patient protection measures in tion) bill, isnowsaying wehaveanal- nett, vp-health pohcy at the Assn of At the same time, some trade to choose providers
Congress, the new GOP proposal ternative bill we can support That is Private Pension & Welfare Plans m groups are prepanng to lobby to de- Only a small percentage of compa-
would not expose employers to puni- a very signihcant development," said Washington feat any bill that would Impose new mes offer only a traditional HMO For
tive damage awards for malpractice Frank McArdle, a consultant with "A combination of pohtics and federal health care mandates example, Just 5% of employers with at

Nor does the measure require, as Hewitt Associates LLC ln Washmg- short calendar may push this bill "The pubhc would be better served least 500 employees offer only a tradi-
would PARCA, that providers receive ton through without reflective considera- by no congressional action," said 8111 tional HMO, though 18% of compa-
the same reimbursement whether The short amount of time remain- tion In the past, when that has hap- Gradison, president of the Health In- nies smaller than that offer only an
they perform services m or outside a ing in the session-perhaps as httle as pened, there have been ma]or prob- surance Assn of America m Washing- HMO, accordmg to a Mercer survey
managed care network, a provision two months-also wlll not be an ob- lems," said Henry Saveth, an attorney ton "Generally, larger employers offer

choice," said Mary Case, a prmcipal
with The Kwasha Lipton Group of
Coopers & Lybrand LLP m Fort
Lee, N J

It isn't known, though, if legislators
would impose any limitations on the

» f«
diferences employers could set in de-
duetibles and copayments between

7460 traditional HMOs and POS plans
. Tr If such a hmitation were imposed,

"that could be a costly proposition,"

«
said Blaine Bos a Mercer consultant

m Chicago
And if an extremely narrow differ-

f.

ential were set and extended to other1

..' Fir j

.-I

.

S. 4,

network-type plans, such as PPOs, "it
could ruin managed care," said a
spokeswoman for the Assn of Man-
aged Healthcare Organizations, a

3 PPO trade group m Fort Lee, N J
.-i -»- Other provisions also would have a

minor impact on plan design For ex-
ample, I{MOs Increasingly are giving

0
4

4 patients direct access to pediatncians
'4 f and OB/GYNs, albeit with certain re-

0 0 0 0 0 , '0
4

stnctions

For example, HMOs often w111 give
enrollees direct access to OB/GYNs

. for a specific number-one or two vis-
4

its-a year "That is pretty common ". .4.

:. I -=
n

Ms Case said

Details still are sketchy on provi--

r

00 8 0 0 0. 0 0 , 0 sions that would set new timetables

A_
and a new appeals process for em-
ployees who challenge coverage deci-

- I
...8, sions by plan administrators and4@Rt•

2*-4 °027 8_ &__.4--4 -92 _ti-_3-% ° 9.:ji]> 9 5' 4 health plans

'- ' 11 4 The proposal would require health
r-·,R- 27026- --

A 6 4 0 nen -3- - - 1"9 r
r care plans, including self-funded

r f plans, to try to resolve disputes inter-
, 1 nally At a news briefing last week,

L Rep James Talent R-Mo said plans

,
would have to resolve disputes withini*

24>1- a week to 10 days for most cases and

32 . * .»>7 t .< within 72 hours for emergency cases
That would be a signijhcant change

L

15> A c * from Labor Department regulations
that require health plans to respond

'
Y/

within 60 days of an appeal Howev-

<4 ** r. , . /7<
er, the Labor Department already has

A > 1, said the existing 60-day standard is

4-< 4. i 22, F i 6 1,06/ 2 1 '
obsolete, and 11 lS working to draft
new standards

In view of the Labor Department
, L , ''$* k V

j
k e 1 2 work in this area, "legislation is

«J frankly unnecessary," said the APP-
WP's Mr Dennett

IL r-> C_ 3 1 2 The proposal also would give pa-

C1i. 1
: t '9)4 tients the opportunity to appeal

4 4 claims decisions to an external review

i f. board comprising experts m the held
It isn't known yet, though, who would
select members of this board or who

would pay for their opinions
But some benefit managers are

wary of this new board "Would it The Job was monumental Turn tons of concrete, steel and cable into an 880-foot floating guidewall, then ship It
create another new government bu-

A£ 140 miles downstream to a hydroelectric dam reaucracy?" asked Michael Pikelny,

r But for Wm H McGee, covering the proJect from construction through delivery was all in a day's work corporate actuary and benefits con-

\-1*/ 1 - Because as marine insurance specialists for more than 100 years, we have the expertise and imagination to tackle sultant for Hartmarx Corp m Chica-
goZD the toughest challenges. Whether it's inland marine, ocean cargo or related property coverages, we can help you The package also envisions the cre-

F7 get the job done quickly and correctly ation of so-called Healthmarts, or co-

To find out what a horse of a different color can do for you, call McGee operatives through which mdividuals

J today at 1 -800-235-6029 Mn.H.McGee could purchase health care coverage
However, the task force (iici not re-

Underwriting Managers lease any details on how those cooper-
atlves would operate
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Year 2000
Continued *om page 3
telephone switches and oil refiner-
ies," the letter says.

It also states that AIG is on course

to becoming Year 2000 compliant
and urges policyholders to address
the issue at their own companies.

The letter also offers a few general
tips on how to manage the problem.
Mr. Tizzio advised policyholders to
evaluate their Year 2000 exposures
and to set priorities. "What is critical
and what is merely important? What
can be fixed and what should be

junked?"
Also, policyholders should consid-

er directly testing and evaluating
their vendors' and suppliers' systems
to ensum that they will not be affect-
ed by problems at third parties.

The letter concludes: "The poten-
tial for dislocation from Year 2000

problems is unprecedented. But so is
the level of knowledge concerning
the problem and the technical ability
to solve it. I urge all of our insuredsto
address their Year 2000 issues

promptly and aggressively."
Several risk managers who re-

ceived the letter view it positively.
"I think it is a reasonable thing for

them to do," said William Kelly,
managing director of risk manage-
ment at J.P. Morgan & Co. Inc. in
New York. "AIG is one of the largest
writers of D&0 in the world and

(Year 2000) is a very clear D&O ex-

posure, so they need to make sure
that all of their policyholders are
awam of the problem," he added.

The letter did not offer much infor-

mation that is not well known by
most risk managers, but it is one of
the few pieces of information being
circulated by insurers on the issue,
said John F. Riley, director of corpo-
rate risk management at The Dun &
Bradstreet Corp. in New York. "The
issue is becoming bigger and bigger
in the industry. . .but I haven't seen
any good informational material
from insurers," Mr. Riley said.

The letter "is a good thing" and
states, correctly, that the Year 2000
issue is a serious problem that should
be addressed now, said Scott K.

Lange, director of risk management
at Microsoft Corp. in Redmond,
Wash. "It is a clear message that it is
management's responsibility to ad-
dress this problem, and that corpora-
tions are dreaming if they think that
they can sit back and let Y2K blow
up and seek to sue someone and ex-
pect to recover," he said. Mr. Lange
acknowledged that Microsoft could
face potential claims from some soft-
ware purchasers.

Many policyholders are concerned
that they have not received any sig-
nificant information on Year 2000 is-

sues and coverage, and the AIG letter
goes some way to redressing that,
agreed Joshua Gold, a partner at An-
derson, Kill & Olick P.C., a policy-
holder law firm in New York.

"My sense is that AIG wanted to
get out there and show that they are
doing something," he said.

The letter could also serve as part
of a legal strategy that AIG is formu-
lating, Mr. Gold said.

In future claims disputes, AIG may
try to argue that Year 2000 is a
known risk and that the letter, sent
out 18 months before the crucial

date, proves that policyholders knew
of the risk in advance and therefore

any loss is not a fortuitous event cov-
ered by insurance, he said.

"I don't want to be too cynical, but
they may be setting themselves up for
later defenses," Mr, Gold said.

Matthew L. Jacobs, a partner at
policyholder law firm Kirkpatrick &
Lockhart L.L.P. in Washington, said
if policyholders do nothing about
their Year 2000 problems, then the
letter might make up part of a sue-
eessful defense by AIG if it seeks to
deny a claim. However, if policyhold-

ers try to address tne issue but still
suffer losses as : result of Year 2000

problems, shen:he letter will be of
little use in denying a claim, Mr. Ja-
cobs added

Some brokers a.so were weighing
the effect o.' the lEtter.

The letter offeFs some sound advice

to policyholders bat might also be
used as a let:er of notce to policy-
holders, said Charles Ruoff, chief
marketing offizer at Azordia Inc. in
Indianapolis. 'Will this constitute
notice that polia-holders should have
protected thair Troperty?" he
queried.

Philip Blais, vp at Arthur J. Gal-
lagleI· & Co. in I asca Ill., said, "Tom
Tizzio's letter is a lester of notice that

needs to be :aken seriously and
should simultaneously be matched
up to one's inarance position and
the function of trat insurance in the

light of a claim"
The AIG letter· is one of several

communications tha. have been is-

sued by insurers on the Year 2000 is-
sue recently.

Earlier this year, both Chubb and
Reliance National sent ou: letters

stating that they would treat Year
2000 D&O claims hke any other

we felt it was necessary for us:o help
policyholders understand where
Chubb was coming from on this is-
sue," said Gary J. Tully, managing
director-executive protection at
Chubb, who signed the May 5 letter.

AIG's letter is a clear message that
'corporations are dreaming if they think
they can sit back and let Y2K blow up' and
expect to recover, says Scott K. Lange.

D&0 claim. Both insurers stated

that, like other D&0 claims, there
would be allocation issues to address,
and both insurers 0Efered supple-
mental'y coverage to guarantee a cer-
tam degree of allocated coverage.

'There had been such a clamoring
for information in the industry that

Within the next several weeks,
Chubb plans to send another letter
regarding Year 2000-related cover-
age issues for other Chubb policies.

Over the past few weeks, Travelers
and St. Paul have communicated

their coverage positions to brokers
and agents.

In a letter sent this mcnth, Travel-

ers tells agents that it will view each
account separately, and in some eas-
es it will likely issue a Year 2000 ex-
clusion, although "then is no plan
for a blar.ket endorsement to all pc,li-
cies."

Travelers.will also rigoronsly ana-
lyze any Year 2000 claims that arise,
the letter says.

"Upgracing computer code and
obsolete equipment, before or ater
that obsoles cence manifests itself. is

not a cost that our policies were in-
tended to cover. Genera_ly, she Year
2000 pr•it,Iem is a bpisiness risk
rather than arr insurable risk," the

letter says.
St. Paul has told its underwriters

to judge each case individually when
underwr.Eng liability policies, said
Susan Haw:cen, field administration
officer. The insurer will likely only
specifically exclude co=erage

when, in the Isurer's assessment, a

See Year 2000 on ned pcge
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Year 2000 At the video conference, Stephen Yasuda But m providlng reinsurance cover- book of business exposed to wind-
Marcusa, a partner at Bigham Englar age of Insurance transactions over a storm
Jones & Houston in New York, said multiyear period, "what you're doing The first possible trigger is a single

Cont:nuea *wn preutous page he saw three waves of htigation Conttnued from page 3 basically emaking a commitment typhoon providing losses to Yasuda
pollcyholder is not making sufficient stemmmg from Year 2000 problems "It was a bold mope but appar- based onabookofbusmessthat won't that has "a httle bit less than a 1%
efforts to manage the problem, Ms •ThefIrst wave, which has already ently they sold lt," said Isaac be wntten for several years," Mr probabihty of occurrence," according
Hawken said begun, wlll see busmesses seeking to Efrat, a vp in the Struc- Callahan said to Mr Callahan

St Paulls communicating its Year recover the cost of making their sys- tured Finance Group at Moody's Ir- The proolem was overcome by us- Based on Yasuda's current book,
2000 position to brokers and agents tems compliant from computer-re- restors Service Inc in New York, the models suggest such a typhoon
through its underwriters and wlll re- lated vendors, he said whoch rated the Yasuda Geal Ba3 would have to cause about 165 binion

spond in wrting to any reques:s for • The second wave 9711 anse from "1&e're not surpnsed tbat there #as 'Yasuda's concern is yen ($1.18 bilhon) m losses for Yasuda

information from pollcyholders, she losses stemming from system break- encugh appetite out there for this " to trtgger the minsurance program
said downs, Mr Marcusa said Mr Efrat said "It'. encouraging b€- clearly either one huge The second possible tngger, which

One of the most high-profile dorts • The tnird wave will mvolve dis- CE.use a lot of these nsurers have set event or two successive could be exercised at Yasuda's option,
m the insurance industry to conmu- putes over coverage, he said up a financial products subsidiary' would be if the insurer incurs losses

nicate Year 2000 issues was made "Among theissuesttatarecertain In addition to be,ng the first |arge eVentS,' SayS from a typhoon that carnes a 4%
earher this month by Guy Carpenter to be raised by this htigation wall b€ Japanese windstorm-related deal, the Moody's Isaac Efrat. probability of occurrence
& Co, the reinsurance brokerage whether it was a fartuitous event, Yasuda deal's structireas a multiyear Currently, the models suggest such

unit of J&HMarsh & McLennan Inc whether tt ere has been an event 1.:demnity bond transaction "bnris a storm would produce at least 80 bil-
In a video conference view€c in which caused physical damage to witn it a lot of tr.cks issues," AIr hon yen ($5742 milhon) in losses for

movie theaters m several major cities, property, whether procuct hterature Calitan said ing modeling techniques to project fu- the msurer
Guy Carpen-er executives, attorneys and advertising may have created in- 'Tradltionally one of-he character- ture windstormloss scenariosandby "To the extent that that 4% proba-
and a reinsurance executive gave sured advertising tability, and snes of capital malikets :ransactions structunnithe deal so that there are bility event occurs, Yasuda has the
presentations and helded quest-ons whether or not the loss or damage Ls insurance market transactions.s two possible coverage tnggers, both of nght to move that attachment point
on the nature of the problem and was expe2ted orinterded," Mr Mar- tte wilhngness to dc m-lltiyeardeals, which mllbe adjusted annuallyinac- from 165 bilhon yento 60 bilhon yen
coverage anc claims issues cusa said 111 he noted cordance with changes tri Yasuda's ($1 18 bilhon to $430 7 milhon)," Mr

Callahan said

In other words, for losses greater
than 80 bilhon yen and less than 165

74 bilhon yen, it would be up to Yasuda
whether to tnggerits coverage or not,
above the higher trigger, coverage
would be automatic

However, if Yasuda exercises the

lower tngger option, the notes' yield
of 370 basis pomts over the London
Interbank Offered Rate nses to 950

k
basis points over LIBOR for the re-
mamder of the contract

Effectively the dual-trigger struc-
R .

4&

**1 4: '5 60 &. # 'A da with not only high-level typhoon
,

reinsurance at 3 7% over LIBOR but
2 *34U .**9Ill also gives the insurer the opportunity

.

ture of the transaction provides Yasu-

' 7,8. 5 to secure a lower level of coverage at a
*

3 4
cost of 9 5% above LIBOR, if needed

546,= The thinking behind that option isZ* :t

3 '1 %. that rf Yasuda should incur an 80 bll-
4 hon yen event, it may find that its

costs for traditional reinsurance soar,
making it more cost-effective to tap

n.

its securitized reinsurance program,
.: :4 Mr Callahan said

4

"There's been very httle focus on
that but it was a very, very important
part of the deal," he said

"It's the first time we've seen that,"
Moody's Mr Efrat said "Yasuda's
concern is clearly either one huge

K event or two successive large events
The rabng and also the spreads on the
bond reflect the possibility that (Ya-

1-4
'Is suda's) basically msunng itself

k against two diferent possibilities "
Mumch Reinsurance Co also was

involved in the private placement in
several ways, according to Mr Calla-
han

Among other things, he said, Mu-
mch Re "effectively validated the
transaction from the perspective of in-
vestors" by actmg as a front between

" Yasuda and the special-purpose vehi-
cle, "and they ended up taking a
chunk of the transaction for their own

. books at the same pricing that was
provided to Investors"

Also, Munich Re essenttally Mll act
-

as the claims acl]uster for any claims
. under the contract, wlll close out the

minsurance contract and is providing
various other remsurance services to

the special purpose vehicle
31 1* -

F As the pace of cat bond issuance

1% continues to accelerate, another deal
this month saw the second entry Into
the market by a cat bond pioneer

San Antonio-based United Services

Automobile Assn turned to the capi-
tal markets again earher thls month to
obtam a $450 milhon reinsurance lay-
er for East Coast humcane exposures

I -

The deal was similar to a capital mar-
kets deal the insurer did last year

USAA obtamed a rernsurance con-

v>*13-- tract from Residential Remsurance

Ltd, a Cayman Islands-domiciled
Iff« special purpose vehide, which sold./ 4

- " $450 milhon m notes June 15 to fund
the reinsurance contract

The reinsurance triggers if USAA
1 expenences more than $1 bdhon m

losses from a humcane that is Catego-
....

ry 3 or greater
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Opinions
Starting point for health reform

-

v# f LL FILL YO<JR 
1 GLASS AND 1

• s ' CLEAR OP TAE I

ENDING RELEASE of crucial details, a health carelegislative blueprint released last week by a House
- Republican task force does, with a few significant excep-
tions, address patient concerns about certain managed
care practices without adding new costs for employers.

It would be hard to fault such recommendations in the

proposal as giving patients direct access to pediatricians
and obstetricians without having to first go through pri-
mary-care gatekeepers.

For example, what purpose is served, other than to
waste time and delay care, by requiring a parent whose
child has an ear infection to go first to a gatekeeper
rather than straight to a pediatrician? Indeed, an in-
creasing number of HMOs themselves now allow pa-
tients to bypass gatekeepers for such basic services.

Similarly, a recommendation to ban "gag rules"-if,
in fact, any still exist-is on target. Physicians should be
free to at least discuss potential treatment procedures
without fear of repercussions from managed care orga-
nizations they have joined.

Other provisions, including expediting internal review
of appeals of coverage decisions appear reasonable,
though the devil truly will be in the details.

But other recommendations in the GOP proposal are
troubling, none more so than a provision that would re-
quire employers that offer only a traditional HMO to add
a point-of-service option.

Cutting through the rhetoric of giving employees more
choice, what the POS mandate essentially says is that
traditional HMOs are no good and should not be allowed
to operate.

That, of course, is sheer nonsense. We are not aware of
any evidence that employees in traditional HMOs are
less satisfied with their health care than those in point-
of-service programs.

We do know that POS plans are more expensive and
that employees who were satisfied with their traditional
HMOs will be mighty unhappy if they are forced into
POS plans with higher premiums.

We also are concerned about a warmed-over proposal
to allow small employers to band together through asso-
ciations to self-insure their health care risks. These asso-

/A

*0

ciation plans would have to meet certain federal stan-

dards and be regulated by the Department of Labor.
Congress rejected this idea once before, and with good

reason. Frankly put, the Labor Department lacks the re-
sources to regulate more health care plans. In the ab-
sence of a strong regulatory hand, we think the result
would be a wave of association plan failures and em-
ployees of these small companies left with unpaid
claims.

Perhaps our biggest concern is the time element of the
Republican package. Details are not likely to emerge un-
til next month. We wonder if enough time remains in the
congressional session to give this package the careful
scrutiny it deserves. One only has to recall past congres-
sional health care blunders to know that ill-considered

proposals can have disastrous consequences.
A more sensible approach for Congress would be to

use the Republican task force package as the starting
point for a finely crafted and carefully considered pack-
age during the next legislative session.

Stay watchful over statehouses
USINESSES GENERALLY have avoided onerouslegislation at the state level this year, but nothing
lasts forever.

Unlike in recent years, state legislative activity has
been largely limited to fine-tuning statutes that affect the
risk management and benefit programs offered by em-
ployers. Businesses have been largely successful in lobby-
ing against proposals that would expand their tort liabil-
ity or increase their employee benefits and workers com-
pensation costs.

But businesses will have little time to bask in a self-

congratulatory glow, as keeping unwelcome proposals at
bay requires constant effort. Indeed, legislative trouble
may be brewing on several fronts.

One problem area will be state efforts to limit provider
and insurer access to workers comp medical information.
In North Carolina, the state Industrial Commission is due

to soon present proposals that would restrict an insurer's
ability to communicate with a doctor treating an injured
worker (BI, June 8). Other states, including Maine, New
Hampshire, New York and Vermont, are considering sim-
ilar proposals.

As we have said previously, it is incumbent upon busi-
nesses to explain to state regulators and lawmakers that
their need for this information is not to invade the priva-
cy of workers or somehow abuse the information but to
gain a realistic idea of their cost exposures and encourage
workers to return to work that fits their diminished abili-

ties. Without such access, the promise of managed care
and return-to-work programs for holding down workers
comp medical costs will evaporate.

In tort reform, bad news for businesses came not in
what was introduced but what failed to be enacted.

Florida tort reforms were vetoed by the governor.
Those reforms would have, among other things, changed
the state's doctrine of joint-and-several liability, set a 12-
year statute of repose for product liability and prohibited
some punitive damages (BI, May 4).

The issue will be a factor in Florida's upcoming guber-
natorial race, giving businesses an opportunity to back
whichever candidate comes down in favor of tort reform.

Other storm clouds on the tort horizon include propos-
als that would make employers liable for the negligence
of their managed care providers and efforts by lawmak-
ers to allocate liability for Year 2000-related problems.

As for employee benefits legislation, employers gener-
ally enjoyed a respite from onerous benefit mandates and
anti-managed care proposals at the state level-though
such proposals are on the table in Congress.

There were some limited efforts to mandate specific
benefits, such as coverage for certain diabetes treatments
and medically necessary food supplements. Several states
pushed for parity between levels of coverage for general
health care and other types of care. Maryland mandated
parity for coverage of certain clinical trials to treat can-
cer and other life-threatening diseases. Vetoes killed an
Oklahoma mental health parity bill and an Arizona chi-
ropractic parity bill.

We're encouraged that it was mostly a quiet year for
legislation that would prove costly to businesses. But to
assure that remains the case in the years to come, it will
require constant effort by businesses.

.
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P/C reform [-
- imously ap- clients lointly liable for the costs

; proved a bill of frivolous suits Product habili-
Continued from page 1

1 <·11996. that elimi- ty reform legislation also failed

forms in Massachusetts, and a PROPERTY/
broad effort died earlier this CASUALTY , \c

4 nates the No significant tort reform or
' need for in- measures related to property/ca-
surers to file sualty insurance were passed in

month in New York
2 rates and forms Alabama Louisiana, North Car-

Given that most states already
4 for risks with olina South Carolina, Tennessee

had dealt with comprehensive
reforms over the past decade or 1 j'lr :.·2 . premiums of or Virginia

< $25,000 or more
so, this year's reforms tended

/0 6 For policyhold-

to be very targeted ers to qualify,
Connecticut created a complex through committee and is pending the bill requires that they have atsuch que51Tnsas treesdesdrely; commercial litigation court with- in the House The bill would allow least 25 employees, including a

immunity to grant non-physician in the existing court system to the statute of limitations for med- full-time risk manager or insur-
medical personnel who use heart handle large or difficult commer- ical malpractice lawsuits to be ance consultant Workers com-

PROPERTY/ 1"6
defibrillators in emergency sit- cial cases Four judges have been based on the date of discovery pensation policies are excluded & CASUALTY
uations, liability relief for archi- assigned to the court, and parties rather than the date of injury A from the bill The House has not
tects and engineers who volunteer must agree to have their cases re- similar bill iS also being consid- voted on the legislation
their services in the wake of ferred to the court The aim of the ered for product liability actions In West Virginia, a law was en-

catastrophes, protection against new system is to improve state The Delaware Senate has not act- acted that bars damage awards
liability suits for municipalities court efficiency by funneling com- ed on the bills, and the Delaware above the limits of a physician's
that operate skateboard facilities, plex cases to judges who special- Legislature is due to adjourn June professional liability policy A new Indiana law creates legal

and similar highly focused re- ize in such litigation 30 against those physicians who vol- immunity for some who use defib-
forrns Meanwhile, Connecticut's legis- A Maryland Senate committee unteer their services at athletic rillators on heart attack victims

In other states, lawmakers lature has eliminated a require- rejected legislation that would events sponsored by elementary The law provides that a non-
moved slightly away from reform ment that an insurer non-renew have replaced the state's standard and secondary schools physician, such as an employee of

by increasing statutory caps on and reissue a policy that is being of contributory negligence with a No maior tort reform legislation a hospital or ambulatory outpa-
awards for non-economic dam- transferred to an affiliated com- standard of comparative negli- was enacted in the District of tient surgical center who has tak-
ages But major liability reform pany after an insurer merger or gence Under contributory negli- Columbia en a defibrillator course and

initiatives were few and far be- acquisition Instead, insurers now gence, if a plaintiff contributes to maintains and tests the device pe-

tween may simply notify policyholders the cause of an accident, he or she riodically, will face no liability

Lawmakers also generally of the transfer cannot receive damages Under unless gross misconduct is proven

avoided dealing with other risk Maine laws more clearly define comparative negligence, awards Another new Indiana law re-

management-related issues unfair claims settlement practices are reduced by a plaintiff's fault Ab quires health care providers to
"We almost saw more risk man- by insurers and clarify the cir- Lawmakers approved a measure PROPERTY/ »5551* carry malpractice liability insur-

agement-related bills go through cumstances under which a policy- that requires a claimant filing
Canada than we did in the holder may sue an insurer for un- malpractice suits against lawyers, CASUALTY

ance with minimum limits of at

least $250,000 per occurrence and

States," said Ms Allen fair claims practices Insurer ac- architects, engineers and certain $750,000 annual aggregate

Mr Joyce of ATRA agreed that tions that may trigger a lawsuit other professionals to obtain a 172 4. Ohio enacted a law effective

this has not been among the more include knowingly misrepresent- certificate from a qualified expert g July 22 that allows defendants to
active legislative seasons He at- ing coverage provisions, failing to certifying that, in the expert's appeal immediately the certifica-

tributed much of the quietude to acknowledge and review claims opinion, the professional did not tion of a class for class-action

the fact that this is a legislative within a reasonable period and meet an applicable standard of Florida lawmakers approved a lawsuits

election year in many states and, threatening to appeal an arbitra- professional care It takes effect bill that would have, among other Though many of his fellow Re-

with the exception of 1996, elec- tion award to press a policyholder Oct 1 things, changed the state's doc- publicans urged him to VetO lt,

tion years have not been particu- to accept a lower settlement Early this year New Jersey en- trine of joint-and-several habili- Wisconsin Gov Tommy Thomp-
larly productive in terms of sig- The Massachusetts Legislature's acted a comprehensive brown- ty, set a 12-year statute of repose son signed mto law in April a law
nificant tort reforms Joint Judiciary Committee still is fields redevelopment law The law for product liability suits and pro- raising the caps on non-economic

Mr Joyce said reformers in considering a comprehensive tort iS aimed at providing legal and hibited some punitive damages, damage awards in wrongful death
some states have had to defend al- reform bill The bill would, among economic incentives to allow for but Democratic Gov Lawton cases to $350,000 for adults and
ready-passed tort reforms, with other things, eliminate joint-and- the cleanup and development of Chiles vetoed it $500,000 for children from the ex-

mlxed success several liability, impose stneter contaminated sites An "insurance train" in the isting $150,000 cap
In California, efforts to roll sanctions for filing frivolous law- A comprehensive tort reform form of a bill that focused on The new law applies not only to

back medical malpractice reform suits and set up a 15-year statute package died recently in the New changes in the way agents operate wrongful death claims stemming
were blocked But state courts of repose for all tort actions York Legislature The bill was became the engine for several un- from medical malpractice but also
have undone some previously en- The New Hampshire Legisla- backed by business groups in the related amendments These in- those from automobile, boating or
acted tort reforms, he noted, ture passed a bill that will exempt state cluded changes in the way prod- other accidents
pointing to rulings in Kentucky coverages written for large com- The state also passed a measure uct liability insurers furnish in- No significant tort reform legis-

and Illinois mercial policyholders from state that allows hemophiliacs to sue formation on premiums, claims, lation was passed in Illinois.
Looking ahead, Ms Allen pre- rate and form regulation The leg- manufacturers of a blood-clotting reserves and other data to regula- Michigan or Minnesota

dicted that two liability issues are islation applies to any employer product that gave them HIV, the tors and allowances for non-resi-
likely to be the center of debate in with annual premiums of more virus that causes AIDS The law dent claims adjusters to apply for
statehouses next year than $500,000 that also meets one extends the statute of limitations permanent Florida licensing

"One of the things that is be- of six other criteria The six crite- to allow such suits to be brought Georgia passed legislation that

coming worrisome is some of the ria are that the employer have a until Dec 1,1999 Approximately grants civil immunity to chiro-
health issues becoming broader net worth of more than $50 mil- 75 New York residents opted out practors volunteering services
business issues, particularly re- lion, net revenues or sales of more of a nationwide class-action set- In Kentucky, Gov Paul Patton PROPERTY/. _.»<
garding employer liability," she than $100 million, staff of more tlement over the products and can signed into law a measure that ex- , CASUALTY _ _:. f
said than 500 employees for an mdi- now pursue suits in court cludes reinsurers from maintain-

She noted that Illinois, for ex- vidual company or more than A bill that would have permit- ing units for the investigation of
ample, has a post-election session 1,000 for a holding company ted survivors in wrongful death possible fraudulent cases Rein-
from which could emerge HMO 11- group, a full-time risk manager, suits to sue for their pain and suf- surers also are excluded from the
ability legislation that could bur- an annual budget or assets of fering did not make it out of ei- requirement of printing warning
den employers with new liability more than $45 million if the em- ther chamber statements on applications and Iowa passed legislation, effec-

concerns ployer is a not-for-profit or public New York last year joined the claim forms tive July 1, to protect municipah-

"We may see more people galva- entity, and a population of more ranks of states permitting the for- A new Mississippi law modifies ties from liability for public facil-
nized if more employer health ha- than 50,000 if the employer is a mation of captives The law al- the statute of limitations for new itles designed for skateboarding
bility legislation comes up," Ms municipality lows both single and group cap- medical malpractice actions in the and in-line skating
Allen said She called legislation In Vermont, a law was enacted tives insurers whose net worth ex- state Under the law, which takes A new Kansas law increases to

that would make employers more to make clear that a claimant in- ceeds $100 million At least two effect July 1, new medical mal- $250,000 the $100,000 cap on non-
liable for managed care errors Jured on open and undeveloped captives were formed shortly after practice claims must be filed economic damages in wrongful
"scary " land has to prove the inlury was the bill took effect Jan 1 within seven years of the date the death cases

The other liability issue likely to the result of "willful and wanton A bill that would have allowed alleged act or omission occurred Missouri lawmakers approved a

cause debate lS the Year 2000 misconduct" of the landowner the formation of a new type of in- Previously, Mississippi law pro- bill that would extend liability
computer problem, as lawmakers Rhode Island has passed no sig- surer, called industrial insurance vided that such claims be filed protection to people responding
scramble to assess liability for the nificant property/casualty-related corporations, that would be able within two years after the date the officially to 011 spills Under cur-
fallout from computer failures, legislation during the current ses- to write policies for large, sophis- alleged act or omission was dis- rent law, such persons are not h-
said Ms Allen sion ticated policyholders with fewer covered Two exceptions to the able for removal costs or damages

State lawmakers, as well as regulations died without passing new law provide that claims must unless they were responsible for
their counterparts in Washington, either chamber of the Legislature be filed within seven years of the the spill or there was willful mis-
probably will spend quite a bit of If passed, the legislation would discovery of the alleged act or conduct, negligence personal in-
time and energy focusing on the have allowed policyholders to ne- omission in cases involving for- jury or wrongful death The pro-
Year 2000 problem, even "though gotiate with insurers on policy eign oblects left in the body or posed law extends liability pro-

lt'Etti111Se,rjdaj of tort 1?ROPERTY/ 6 terms and prices without regula- cases of acts that are fraudulently tection even in cases of negli-
tory involvement concealed from the patient gence As of June 24 the governor

reform, property/casualty insur- CASUALTY New York also passed a law Several other tort reform bills had not signed the bill but has un-

ance and risk management leg- permitting excess and surplus introduced in this spring's session til July 14 to decide on all bills
islative activity around the states, lines brokers licensed in New died These Included a measure A new law effective July 1 will

based on reports by Business In- York to exercise binding authori- that would have authorized pay- give South Dakota luries greater
surance staff and coordinated by ty on behalf of eligible surplus ment of court costs and attorneys' say in determining whether plain-

Washington Editor Mark A Hof- lines insurers fees to defendants prevailing in tiffs in tort cases may recover
mann In Delaware a bill has moved The Pennsylvania Senate unan- Clvll cases and held attorneys and damages from defendants even



Cont:nued from prevwus page indefinitely the Insurance
when the plaintiffs are partially Department's fraud investi-

use of the device, amended June 4, "An employer
provided they notify may not refuse to hire or employ,

responsible for their losses Under gation division =3* 4 immediately
 emergency personnel and may not discharge, dismiss,

the new law, juries no longer will Tort reform legislation, in- reduce, suspend or demote, deny

reveal m open court the percent- cluding an effort to cap pum- 4=L / A California bill in- access to a training program lead-

age of liability they assign to tive damages, failed in New troduced as part of the mg to employment to, or discrimi-
plaintiffs and defendants Mexico

61 iumefrnoZ aZIng{lm- that takes effect July 1 estab-The state did pass legislation Yuum nationwide backlash nate in compensation or other

j, iftlk against managed care terms and conditions of employ-
could allow plaintiffs to ment against, any individual over

ages to plaintiffs as long as the lishing a fraud bureau within circumvent California's the age of 40 on the ground

plaintiffs are not more than the state Department of In- . 1• 6 C« $250,000 cap on non-eco- that a younger employee would

"slightly" responsible for their surance The bill permits the t nomic damages in medi- perform the iob for a lower
losses The legislative measure bureau to contract with the cal malpractice cases The salary

does not define "slightly " private sector for investigatory ' bill would make health A bill designed to encourage

The Legislature passed the mea- services rather than using full- ical clinic Both the health care plans vicariously liable for mal- settlement of construction defect
sure to wipe out a 1997 state time state employees Lawmakers provider and patient must sign a practice if a provider's treatment lawsuits by setting a limit on the
Supreme Court ruling in which also approved merging two state written waiver of liability decisions are influenced by the duration of prelitigation talks also
the court barred a Jury from departments into a new Public Last year in Nevada, Gov Bob availability of coverage The bill lS wending ltS way through the
awarding damages to a plaintiff Regulation Commission, in which Miller signed into law a bill effec- lS modeled after a recently enact- California Legislature The bill
who was 30% responsible for his the Department of Insurance will tive Oct 1,1997, requiring that ed Texas statute extending vicari- would limit the prelitigation pro-
loss operate as a division information on convictions of ous hability for provider malprac- cess to a maximum of 180 days by

Another law effective July 1 es- Oklahoma lawmakers did not state-licensed professionals such bee to health plans permitting only one 90-day exten-

tablishes a two-year statute of pass any tort reforms this year It as doctors or lawyers must be for- Under current California law, mon from the current 90-day lim-
limitations for filing negligence was the final year of their self-im- warded by the Insurance Commis- individuals must demonstrate lt
lawsuits against regional airport posed three-year moratorium on sioner and attorney general to the that a health plan failed to comply The Assn for California Tort
authorities to recover death or acting on any civil justice reform appropriate hcensing agency (BI, with the terms of a contract in or- Reform is seeking to amend a bill
personal iniury damages measures Sept 29,1997) der to prevail in court But so far, that would extend liability for

Nebraska passed no significant The Arkansas and Texas legisla- Utah hockey facillties were pro- relatively few individuals have childhood sexual abuse to third
tort reform legislation There was tures did not convene in 1998 vided with immunity for injuries won damages in malpractice cases parties, such as schools and
no legislative session in North sustained by people hit by pucks against health plans Further- churches, so that only those third
Dakota. or sticks under a law that took ef- more, non-economic damages parties with actual knowledge can

* feet May 3 The law does not ap- against individual providers in be sued
ply in the case of negligence on malpractice cases are limited to Two trial lawyer-supported

i the part of an owner, operator, $250,000 under the two-decade- bills would permit losers in arbi-
1, 4

rr--17/ . ' -' 4 player, coach or manager old Medical Insurance Compensa- tration cases to file appeals to
----mt' _t 1 PROPERTY/--f No significant tort reform legis- tion Reform Act California appellate courts, Just as

r * 4 2 lation was considered in In addition, a significant tort if the decisions were made by tri-PROPERTY/« .,1 1 CASUALTY :< *S. ---'
CASUALTY

Wyoming The Montana Legisla- reform battle is heating up in Cal- al courts
\,/ · 1.. ture did not meet ifornia over age discrimination in In response, the Assn for Cali-

employment fornia Tort Reform has submitted

2ff Two bills have been introduced its own proposal to let arbitrators
to counter a 1997 appellate court reconsider their decisions

Colorado Gov Roy Romer ,.r, decision in Marks us Lorat Corp By contrast, the trial bar-sup-
Arizona did not enact any major signed legislation that grants im- that permits an employer to ported bills would remove any in-

tort reform legislation this year munity, effective July 1, from choose employees with lower centive to seek arbitration as a

The state did, however, enact leg- lawsuits arising from personal in- PROPERTY/
islation that allows so-called "in- Jury, wrongful death, property

salaries in hiring, promotion and lower-cost alternative to going to
discharge decisions, even though trial

dustrial insureds," or lumbo risks damage or other loss for licensed CASUALTY this may discnminate against old- In addition, a bill that would

defined by statute, to agree to the engineers and architects who vol- er employees, who generally earn have limited liability for comput-
use of rates and forms that have unteer their services during de- nnore er programmers and manufactur-

not been filed with the state In- clared emergencies or disasters But a third bill would go beyond ers in connection with the so-

surance Department Under an- In Idaho, the Legislature ap- relecting the court decision by called "millennium bug" died in
other new law, insurers no longer proved a measure, effective July 1, Alaska passed legislation, effec- making any disparate treatment committee
have to file manual pages that that provides immunity from civil tive Aug 12, that provides immu- of workers over age 40 a discrimi- No significant tort reform legis-
provide their final rates for var'i- liability for any health care nity from damages resulting from natory act lation was enacted in Hawaii or

ous lines of coverage Lawmakers provider who voluntarily provides the administration of a defibrilla- According to the latest version Washington The Oregon Legisla-
also passed a law that keeps open health care services at a free med- tor by people who are trained in of the legislation, which was last ture did not meet this year Ell

Health the same basis as physical ail- new division will collect and dis- food products within a 12-month same basis as other medical con-
ments In his veto message, Gov seminate information about period Another measure requires ditions-care for patients in cer-
Keating said he opposed the bill health plans and assist plan en- health plans to cover muscu- tain clinical trials for the treat-

Continued from page 1 because it would increase costs rollees with complaints loskeletal disorders of any bone or ment of cancer and other life-
Colorado, both of which passed too much for employers The Massachusetts Senate has joint in the face, neck or head The threatening diseases
measures requiring coverage for • Similarly, Arizona Gov Jane passed legislation that health care coverage must be the same as for Two measures have passed the
certain diabetes treatments and Hull vetoed a measure requiring plans provide the same coverage other musculoskeletal disorders in New Jersey state Senate and are
supplies HMOs to cover the cost of chiro- for mental disorders as for physi- the body A third measure that awaiting action in the House The

Meanwhile, Vermont passed practic care when ordered by pri- cal ailments The measure now is was enacted creates a public om- first is the Mental Health Parity
legislation requiring health plans mary care physicians She said before the House Ways and Means budsman's office to represent con- Act, which would require employ-
to provide at least $2,500 of cover- such a mandate would have hiked Committee Another measure be- sumers and provides health care ers to offer mental health cover-
age for medical food products HMO premiums by 2% to 4% ing considered by the Ways and plan enrollees an independent ex- age equivalent to the physical
prescribed for treatment of inher- Virtually absent from this year's Means Committee would require ternal review of denied claims health coverage offered But un-

ited metabolic diseases Utah en- discussion of health care measures • Physicians and patients to No major health care legislation like the federal law, the New Jer-
acted a similar measure requiring are proposals-prominent only a agree on all medical decisions was passed m Connecticut or New sey measure prohibits a copay-
policies to cover dietary products few years ago-to radically over- without inappropriate or undue Hampshire. ment differential between mental

for the treatment of "inborn er- haul the health care system, such pressure from third parties and physical health care visits

rors of amino acid or urea cycle as through single-payer systems • Disclosure of plan informa- - -- and applies to small businesses of

metabollsm " While costs are again increas- tion any size, rather than the threshold

But the financial impact of this ing, legislators may no longer per- • Expedited appeals of treat- of 50 or more employees under the

latest round of mandates is mod- ceive that the health care system ment decisions federal law Another bill would

est The Utah mandate of cover- is ina state of crisis • Internal appeals procedures HEALTH require providers to file claims

age of dietary products may be Following is a roundup of state • Mandatory point-of-service
CARE

electronically, the effective date

most piLs al;eatyprY]dedtr- tareporatrseBlnecss Insutance o• The creation of the Office of
would precede by one year the ef-
fective date to be established for

age, noted a Regence Blue Cross & staff and coordinated by Editor- Managed Care Oversight to regu-
Blue Shield spokeswoman at-Large Jerry Geisel late health plans

the same requirement under the
federal Health Insurance Porta-

Still, other state mandates have A new Rhode Island law re- bility and Accountability Act

been more far-reaching In Mary- quires health plans to pay for Also, under the New jersey bill,

land, for example, a new mandate blood tests for potential bone A bill before the Delaware health plans would have to pay

will require health plans to pro- marrow donors A measure before House Economic Development claims within 90 days or face a fi-
vide coverage on the same basis as A> 65 a Rhode Island House committee Committee would require health nancial penalty
other medical conditions for pa- HEALTH (* 4 would allow managed care pa- care insurers to pay an uncontest- A bill awaiting the signature oftients in certain clinical trials for tients to sue HMOs for malprac- ed claim within 30 days after re- New York Gov George E Pataki
the treatment of cancer and other CARE tice ceipt of the claim The Delaware would give a patient the right to
life-threatening diseases In Vermont, several health care Legislature lS scheduled to ad- an external, independent appeal

Other mandates have passed
state legislatures, only to die vic-

measures were enacted and signed lourn June 30 when a managed care company
by Gov Howard Dean One mea- The Maryland Legislature denies coverage However, a bill

tims of gubernatorial vetoes Two sure requires health care plans to passed a bill that requires health under which managed care orga-
examples provide coverage for medical plans to have an internal proce- nizations would face the same lia-

• Oklahoma Gov Frank Keating Maine Gov Angus King Jr foods prescribed for the treatment dure in place to review appeals bility as physicians for medical
vetoed a bill that would have signed legislation creating a con- of inherited metabolic diseases Another measure passed and malpractice suits died before the
mandated health plans to cover sumer health care division within Health plans must provide at least signed by the governor requires session ended earlier this month
mental health care expenses on the state Bureau of Insurance The $2,500 of coverage for medical health plans to cover-on the See Health on next page
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Health health insurers, effective Oct plies to health •Require an HMO to provide
1, to provide coverage for ·' plans with more information about its structure,
treatment of cleft lip and  ' /75 i /r: 1 /FT  than 25 members health care benefits and exclu-i JilCont:nued frompremouspage cleft palates of policyholders'

r -- 1-iv J 4 * A new Virginia law sions, criteria for denying cover-
dependent children -55*r/ , Will require all man- age, and costs for which an en-

m Another measure that be- 1 411lr . aged care plans to ob- rollee is responsible, to enrollees
came law without the gover-

<' '<- 8J  tain a state certificate and applicants7 , 4-F. nor's signature implements re- of quality assurance The law will allow the Depart-HEALTH *-VF quirements of the Health Insur-

ance Portability and Account·
The bill gives the state ment of Insurance to investigate

CARE Department of Health the complaints about HMOs on behalf
abihty Act , authority to develop of enrollees

The law also protects contri- .

quality standards that • Restrict the use of a financial
butions and payments from /6

/ managed care plans by penalty to a provider in an HMO
F/ medical savings accounts # 4 July 2000 have to meet network in retaliation for making

from "attachment, garnishment or injury benefits Criteria will include such matters a referral
A new Pennsylvania law will, legal process" by creditors of a The North Carolina measure as the creation of reasonable sys- • Prohibit HMOs from penaliz-

among other provisions, require person who made payments to an differs from the federal mental tems for fair complaint resolution ing a provider for prescribing
managed health care plans to account or received payouts from health parity law in that the bill and availability and accessibility medically necessary drugs or de-
have a two-tiered internal review one does not allow any type of limit of providers The measure further vices It would also allow HMOs
of coverage decisions followed by Additionally, group health different from that which applies requires that plans meet quality to apply a formulary to prescrip-
an independent review by the plans that offer mental health to benefits for physical illness standards deemed "appropriate tion drugs if the formulary is ap-
state health or insurance depart- benefits cannot have lower annu- In South Carolina, lawmakers for the type of managed care proved by a pharmacy and thera-
merits al and lifetime limits for mental approved two managed care bills health insurance plan under con- peutics committee However, sub-

The measure also will prohibit health expenses than for physical during their short mid-June ses- sideration," thus subleating tight- stitution of a generic drug for a
managed care companies from pe- health care sion ly managed and loosely managed brand-name drug would be pro-
nalizing health providers for dis- Small employers are exempt The South Carolina Patients' plans to different standards A hibited unless approved by a
cussing treatment that is not cov- from this law Insurance and Benefits Protection public-private task force has been provider HMOs would be re-
ered or from discussing the deci- Kentucky Gov Paul Patton Act would provide, among other charged with drafting the stan- quired to establish and operate a
sion by a plan to deny treatment signed into law measures that things, that employers with more dards drug utilization review program
The law also has provisions guar- will than 50 eligible employees and Another new Virginia law re- and provide for members' confi-
anteeing coverage for emergency • Define autism and mandate that offer "major medical, hospi- quires health insurers to cover a dentiality
treatment and direct access to ob- health benefit plans to cover a talization and surgical health in- minimum hospitalization of 48 • Require HMOs to establish
stetrical and gynecological ser- maximum of $500 per month per surance coverage under a closed- hours for patients with radical or procedures to evaluate coverage
vices child for therapeutic respite and panel health plan" must also offer modified radical mastectomy and of new medical technologies and

Further, the law imposes confi- rehabilitative care a point-of-service option 24 hours for total or partial mas- new applications of existing tech-
dentiality requirements on health • Require managed care plans to The bill also would require that tectomy with lymph node dissec- nologies, and to clearly state the
insurers and utilization review give enrollees a current partici- the copayment differential for in- tion for breast cancer In addition, limits of coverages in a policy and
companies pating provider directory, infor- network and out-of-network cov- lawmakers also approved a mea- explam any denials

Late in 1997 a law was signed mation about financial incentives ered services and supplies under a sure requiring insurers to cover • Require managed care plans to
preventing health insurers from for providers and notice of a des- POS plan cannot exceed 20% up to $5,000 of special care ex- appoint a medical director, have a
requiring that mastectomies be ignated primary care provider's In addition, neither closed-pan- penses annually for early inter- sufficient number and type of
done on an outpatient basis withdrawal from the provider el nor POS plans could discnmi- vention for developmentally dis- providers, provide access to out-

A West Virginia law that be- network The bill also mandates nate against "a physician, a podi- abled children from birth to age 3 of-network providers in certain
came effective June 12 bars indi- coverage for cochlear implants in atrist, an optometrist, an oral sur- Also enacted is a law that insurers circumstances, ensure 24-hour ac-
vidual and group health plans all health benefit plans geon, or a chiropractor by exclud- cover hemophilia and congenital cess to plan representatives who
from requiring that a woman ob- • Mandate coverage for specific ing the provider from participat- bleeding disorders on the same can authorize care, establish rea-
tain a referral from a primary care diabetes-related services and sup- ing m the plan on the basis of the basis as other medical conditions sonable standards for waiting pe-
physician in order to receive cov- plies as well as training and edu- profession " Alabama, Georgia and Missis- nods for care, establish standards
erage of primary and preventative cation The measure, however, also says sippi legislators passed no major for emergency treatment, includ-
obstetrical and gynecological ser- • Mandate all health benefit health care plans covered by the health care legislation ing prudent layperson standards,
vices plans to cover cancer drugs that Employee Retirement Income Se- offer a POS option starting in July

Also, for those policies provid- are approved by the Food and curity Act would be unaffected by r 1
1999, and allow enrollees to get a

ing surgical services, coverage Drug Administration and have no this new mandate
may not be denied for breast re- contraindication for that use The The second measure, the "Om-

second opinion on request
Michigan's House Judiciary

construction after a mastectomy Insurance Commissioner will ap- nibus Health Benefits and Educa- ill i Committee passed the HMO Lia-
or injury due to family violence point a panel of medical experts tion Act," would require, among HEALTH ,=W bility Bill, which is expected to

Another law that became effec- to review off-label uses and make other things, that all health insur- CARE pass the House It would create a
tive June 12 mandates that health recommendations for use ers and HMOs that provide mas- .-3 cause of action against HMOs if a
maintenance organizations must • Mandate coverage for breast tectomy benefits provide for at doctor recommends a course of
provide a bill of rights to sub- reconstruction surgery after mas- least 48 hours of hospitalization treatment and the HMO refuses to
scribers tectomy if the insurance policy after a mastectomy and that plans cover it, causing harm

West Virginia also enacted a covers mastectomies, for diagno- providing mastectomy benefits A new Minnesota law requires
law that says patients do not need sis and treatment for endometrio- also provide coverage for recon- HMOs to tell enrollees they may
prior authorization for emergency sis and endometriatis if the policy structive surgery and prosthetic The Illinois House added the choose to use arbitration to ap-
room services if a prudent layper- covers hysterectomies, and for devices guts of a managed care bill of peal an HA<[O's internal appeal de-
son, acting reasonably, believes an bone density testing for women The bill also requires coverage rights to a technical Senate bill, cision not to certify an admission,
emergency medical condition ex- age 35 and older when indicated for mammograms, pap smears and then approved the bill procedure, service or extension of
1StS by the provider prostate cancer examinations However, the Senate did not stay

No major health care-related • Bar insurance policies from Both measures will take effect concur, and the matter is pending Minnesota also enacted a law

legislation was passed by the Dis- being canceled or denied and Jan 1,1999, if not vetoed The bill would create a new liabil- that requires all health plans to
trict of Columbia claims from being denied because Employers in Tennessee will see ity for HMOs or health plans pay for off-label drug use for can-

a person is a victim of domestic changes in the way managed care called "enterprise liability " An cer treatments if previously ap-
r- --

violence plans operate because of measures individual seeking medical care proved by the Food and Drug Ad-
• Revise health insurance re- passed during the state's legisla- recommended by a doctor could ministration for a different pur-

forms enacted in the state in 1994 tive session that ran from Jan 13 sue a health plan if it failed to use pose
¢ 4-, / 24 and 1996 and bring Kentucky law to May 1 ordinary care' when making Another Minnesota law creates

HEALTH <' 2 into compliance with the federal Legislation signed by Gov Don treatment decisions a new office of health care con-
/ Health Insurance Portability and Sundquist and effective Jan 1, HMOs and health insurers sumer assistance to help people

CARE
Legislation awaiting the gover- that offer enrollees coverage erage for colo-rectal examinations legal rights vis-a-vis health plans

Accountability Act 1999, calls for group health plans would be required to provide cov- understand their contractual and

nor's signature in Louisiana law through an HMO to also offer a as well as education about dia- Three bills are pending in an
f would extend a tax credit for em- point-of-service option and access betes management and supplies Ohio House committee that would\V

ployers that provide alcohol and to a preferred provider organiza- under a new benefit mandate on increase liability for HMOs and
substance abuse treatment pro- tion The law also will allow man- ltS way to the governor insurers

grams for their employees The aged care enrollees in plans that The bill also would require such The bills generally would re-
Health care mandates are in credit is equal to 5% of program provide coverage for obstetrics/ health plans to notify a female pa- quire insurers to exercise "ordi-

place in Florida, requiring insur- costs and lS available through gynecology services access to tient of her right to designate a nary care" in making utilization
ers to provide coverage for some June 30,2000 those services without a referral woman doctor as her personal review decisions and hold them 11-
dental procedures and for some The North Carolina General As- from a primary care provider health care provider and provide able for damages caused by a lack
congenital conditions sembly convened its biennial bud- Direct access also will be al- the patient with a list of female of compliance or delay m care A

Gov Lawton Chiles signed into get session in May lowed for some services provided providers large coalition of employers and
law a bill that, effective Oct 1, re- The lawmakers could take up by optometrists and ophthalmolo- A comprehensive Indiana man- industry groups lS opposed to
quires health insurers and man- several managed care measures gists aged care law that becomes effec- these bills, and they are not ex-
aged care plans to provide cover- that won the approval of one The measure also will allow any tive July 9, 1999, will pected to pass
age for the cost of general anes- house during the 1997 session, but licensed pharmacy or pharmacist • Mandate that an HMO file Wisconsin Gov Tommy Thomp-
thesia and hospitalization for they are unlikely to deal with any to participate in any managed with the Insurance Department son signed a bill into law in April
dental care for children under 8 new managed care measures in care plan the percentage of credentialed that provides that patients' health
and for anyone with medical con- the short session Another bill signed by the gov- providers within the plan, as well care records must be provided to
ditions that would put them at One of the 1997 bills would re- ernor mandates that group health as the HMO's Health Plan Em- other health care providers upon
risk if the services were not pro- quire that health plans covering plans provide coverage for mental ployer Data and Information Set request and with the patient's
vided at least five or more people offer health services equal to coverage scores The insurance commis- permission

A bill that became law without mental health coverage equal to for physical health services sioner will review the HEDIS data Under the bill, providers may be
the governor's signature requires that offered for physical illness or The law, effective July 1, ap- annually. Continued on next page



HEALTH
CARE

1.4.:9*/rIi '
Continued from previous page

charged reasonable costs for ob- * Af /-7 **1-jit
taining the records. 11 1 / j51/j>r/The Legislature did not pass a · III 49 »#)/ f#I
health care-related bill that 41-4 4' =\a
would have implemented various
managed care provisions, includ- - \: -*-S,1**3*-511).v-
ing that managed care plans pro-   -' . i --f*.*Y#il R#£lf
vide coverage for emergency 54-'J J 3UZ-
treatment and provide any drug
authorized by the U.S. Food and 1 - ./ i 4.1 l--
Drug Administration.

.

Kansas Gov. Bill Graves signed
into law a bill that requires health
plans to cover prostate cancer
screening examinations.

Another measure approved and
signed into law requires health in-
surance coverage for certain dia-
betes treatments and supplies.

The Missouri Legislature dis-
cussed but did not pass some
mandated benefits bills that

would have required coverage for
reconstructive breast surgery, cer-
vical and prostate cancer screen-
ing and second medical opinions
for any surgery case.

A new law in Nebraska includes

two benefit mandates and consol-

idates many consumer protection
standards and features from sev-

eral model acts drafted by the Na-
tional Assn. of Insurance Commis-

sioners.

Beginning July 15, group health
insurance policies and group
HMO contracts must offer the op-
tion of at least $2,500 in benefits
for temporomandibular joint ail-
ment and related disorders.

Health insurance policies issued
or renewed after July 15 must
cover prescription drugs for cer-
tain cancers, HIV and AIDS if the
drug is recognized for treatment
in the United States or medical

literature and approved for sale
by the FDA.

Disputes should be referred to
the state's Department of Insur-
ance, which will then refer them
to the U.S. Department of Health
and Human Services for medical

experts' determination of appro-
priateness.

The law also adopts portions of
NAIC model acts that:

• Specify standards for quality
assessment programs, utilization
review and grievance procedures,
effective July 15.

• Require insurers to maintain
credentialing standards for all
health care professionals with
whom they contract, effective July
1, 1999.

• Specifies requirements in the
managed care network, including
the number and type of providers
insurers must maintain, effective
July 1, 1999.

South Dakota Gov. William

Janklow signed into law a bill
that takes authority away from
the state Insurance Department
for setting the attachment points
of stop-loss insurance for self-in-
sured health care plans.

Despite the objections of busi-
ness and health insurers, the gov-
ernor also signed a bill that re-
quires health plans to establish
for biologically based mental
health disorders lifetime benefits,
deductibles, copayments and visit
limitations that are identical to

those for physical ailments.
Iowa passed no health care leg-

islation pertinent to employers in
the state.

HEALTH -
CARE '*r

Arizona lawmakers passed
three health care-related mea-

sures, though Gov. Jane Hull ve-
toed one of them. One new law re-

quires health plans that cover the
cost of treating diabetes to also
cover the cost of prescribed and
necessary equipment used in
treating the illness, effective Aug.
21. Another law effective Aug. 21
allows state agencies to pool to-
gether to self-insure their health
care risks. Before, they could pool
only to purchase the coverage. In
addition, each school district may
self-insure its own health care

risks. The new law also allows

state agencies for the first time to
pool their life risks on an insured
or self-insured basis.

Gov. Hull vetoed-citing the
prospect of higher premiums-
legislation that would have re-
quired health maintenance orga-
nizations to cover the cost of chi-

ropractic care when ordered by
primary care physicians.

Mental health parity legislation
died in the state Senate after the

House approved it. The Health In-
surance Assn. of America expects
the issue will resurface at the fed-

eral level next year.
New Mexico's Patient Protec-

tion Act takes effect July 1. The
law requires that organizations
clearly disclose their benefits
plans and requires that all con-
sumers with complaints have an
adequate appeals mechanism.
New Mexico Gov. Gary Johnson,
however, vetoed the establish-
ment of a managed care ombuds-
man office, saying it created an
additional level of bureaucracy
whose necessity has not been
demonstrated.

In addition, two New Mexico
laws became effective May 20; one
certifies nurse practitioners as
health care providers so they can
receive direct reimbursement, and
another prohibits discrimination
by insurers based on genetic in-
formation.

Several new laws in Oklahoma

are designed to protect health
care plan participants. One new
law will require HMOs to pay so-
called "clean," or completed
claims within 60 days. HMOs that
violate the mandate, which goes
into effect Nov. 1, are subject to a
penalty of 10% of the claim
amount.

Oklahoma lawmakers on May
28 passed legislation that pro-
hibits health care plans from re-
quiring members or applicants to
undergo genetic tests. The law,
which takes effect July 1, also
bars health plans from underwrit-
ing coverage based solely on the
results of any existing tests.

In addition, a law that becomes
effective July 1 requires lawmak-

ers to evalu-

ate the eco-

nomic and so-

cial impact of
any health in-

surance benefit
mandate before

voting on such a
measure.

Among the signif-
icant rneasures

that will not be-

come law was a

bill that would

have required health plans to
make their mental health care
benefits identical to their medical

care benefits. Saying the measure
would be too costly for employers,
Gov. Frank Keating on April 22
vetoed the legislation. In addition,
lawmakers defeated legislation
that would have made health plan
administrators subject to medical
malpractice claims when the

¢F

For nominating

forms and instructions,

call 312-649-5319

or e-mail:

Iducker@crain.com

plans deny coverage for necessary
medical treatment.

The Arkansas and Texas legisla-
tures did not convene in 1998.
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Colorado Gov. Roy Romer
signed into law bills that will:

• Require any new proposed
mandate introduced to be includ-

ed in the state employee health
plan, and require that the Depart-
ment of Administration conduct a

cost analysis for the Legislature

1:Suszness insurance, June zy, 1996 / 16

on any new proposed mandate.
• Require all health plans to

cover the cost of medical equip-
ment and educational programs
for diabetes patients.

• Require health plans to pay for
anesthesia in a hospital when a
child of special needs is unable to
receive local anesthesia from a

dental office.

• Conform Colorado state law to

the federally mandated maternity
length-of-stay law.

• Require health plans to give
patients direct access to nurse
midwives.

Several laws become effective in

Idaho July 1. One law will prohib-
it use of notice provisions, best-
price clauses or "most favored na-
tion" clauses in third-party payer
contracts. Another law will allow

a non-network physician to bal-
ance bill a subscriber even though

See Health on page 14

 for Nominations
Risk Manager of the Year
Risk Management Honor Roll

Nominations for the 1999 Business /nsurance

Risk Manager of the Year and Risk Management
Honor Roll are now being accepted.

The Risk Manager of the Year Award was
created in 1977 by Business /nsurance to increase
recognition of the risk management profession
and to recognize outstanding performance in the
practice of risk management.

Anyone involved in risk management for a
corporation, financial institution, not-for-profit
institution, self-insurance pool or government
entity can be nominated.

The nominations will be iudged by a panel
of professionals representing all aspects of risk
management and the commercial insurance
industry.

The honorees will be announced in the

April 12,1999, issue of Business /nsurance,
which will be distributed at the Risk & Insurance

Management Society Inc. Conference.
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Health 1pact because a 1995 statute Il <- executive officer of tions used to treat biologically
"

in effect already permitted the California Assn based mental illness, Gov Wilson
this with somewhat differ- 14 of Health Plans lS balking at other provisions oi
ent language, according to Specifically, the bill, the bill, including one requiring
Linda L Nelson, senior di-

Y9
-        which has passed the unlimited hospitalization cover-

HIEALTH rector, benefit communica- Senate Judiciary Com- age The bill authors say they will
tions, at Regence Blue Cross mittee, would require attempt to negotiate a compro-
& Blue Shield of Utah in Salt health plans to complete mise with the Wilson administra-

L_JI Lake City Of 15 bills providing internal appeals within 14 tion
for benefit mandates, the only

2ce taessfecisvl Tye :-at .
quiring health insurance

days generally, or within Employers and insurers are lob-
r---)  72 hours in cases where bying against legislation that

C \ the enrollee's health is at would create a single-payer
\,/ risk It also would autho- health care system in California

L

policies to cover dietary . rize enrollees to seek inde- The bill, which recently was
Continued *om prevlous page products for treatment of "int)orn introduced that would make lt pendent review from an outside passed by the Senate Health and
he has accepted a referral from a errors of amino acid or urea cycle harder for HMOs and other man- organization selected by the De- Human Services Committee, has
network physician Balance metabolism," or metabolic dis- aged care plans to implement uti- partment of Corporations for all been referred to the Senate Rules
billing allows health care ease lization review and other cost- denials involving a course of Committee California voters re-
providers to bill patients for the The Montana and Nevada legis- containment procedures For ex- treatment anticipated to cost at ]ected a similar proposal present-
portion of their charges insurers latures were not in session ample, a bill before the Senate least $1,000, with the enrollees ed in the form of a 1994 ballot ini-
don't cover A third law will ex- Wyoming passed no significant Appropriations Committee would paying a $50 fee for the review tiative
pand nurses' scope of practice, health care legislation make physicians liable for UR de- However, the enrollee fee would In an attempt to ensure that
though they would still be under cisions The Senate passed one bill be waived m cases of financial people enrolled in self-insured
physician oversight that would limit the use of drug hardship and would be refunded plans have adequate coverage,

A law that becomes effective in -2-1. formularies, and another was re- in all cases where the enrollee California lawmakers have intro-
January 2000 would require the ferred to the Senate Insurance prevails The bill would require duced legislation that would es-
boards of certain provider groups Committee the independent review entity to tablish an interagency agreement
to disclose particular information

HEALTH Several other measures would complete its decision within 30 to monitor employee complaints
about providers that would be require that only licensed physi- days and directs the plan to about ERISA health plans m the
available to the public This CARE
would include education, creden-

cians make utilization review de- promptly implement the recom- state
cisions, and at least one measure mendation

tials, certifications, hospital privi- would make HMOs vicariously 11- The California Senate passed a Health Committee would direct
leges, work history and financial k m . able for medical malpractice re- bill that mandates mental health the governor to designate a lead
ownership in companies or equip- sulting from a UR decision parity after July 1, 1999 agency or department to consult
ment to which the provider does A measure that would have re- The bill goes beyond the federal and coordinate with the U.S La-
referrals quired health plans with provider Mental Health Parity Act by re- bor Department with regard to

Legislation that failed to pass Under a new Alaska law effec- networks to cover visits to out-of- quging health plans to provide overseeing employer-sponsored
included a mental health parity tive Aug 30, HMO patients must network providers was placed in equal coverage for physical and ERISA health plans that serve
bill more far-reaching than the have access to chiropractic ser- the inactive file mental illnesses, including pre- California workers and their fam-
comparable federal law The bill vices In response to the UR backlash, scriptions, doctor visits and hos- ilies
provided for parity for biological- Two bills in conference commit- the California Assn of Health pital stays In Washington, several pieces of
ly based mental illnesses and al- tee in the California Legislature Plans has introduced a bill that Among the illnesses that would anti-managed care or managed
lowed for a broad range of would change how health mainte- would establish an outside review be covered in California are care reform legislation were intro-
providers to be reimbursed, in- nance organizations are regulated process for health plan enrollees schizophrenia, manie-depression, duced, but none survived Among
cluding social workers, coun- One would transfer HMO regula- who are denied care and are dis- panic disorder, obsessive-compul- them was an "any willing
selors, nurses, psychologists and tion to the Insurance Department satisfied with the result of the sive disorder and malor depres- provider" bill, which was killed in
psychiatrists from the Department of Corpora- plan's internal grievance process mon In addition, the bill contains the Senate Ways and Means Com-

A new Utah law that goes into tions, while another would trans- The Governor's Managed Care a broader definition of childhood mittee
effect July 1 permits women to se- fer HMO regulation from the DOC Improvement Task Force has rec- mental illness to be covered No significant health care bills
lect an obstetrician/gynecologist to a new board within the Depart- ommended such an independent Although Gov Pete Wilson says were introduced m Hawaii The
as a primary care physician, ment of Consumer Affairs review process, according to Mau- that he would support legislation Oregon Legislature was not in ses-
though lt has no significant im- Other measures also have been reen O'Haren, president and chief to expand coverage for medica- mon mm

Comp ond-imury fund However, "states are continuing arate unit to write risks uncon-
On the other side are consumer to tinker with reform," Ms irliv. nected to Maine, according to Mr

and labor advocates who want Schroeder said Examples of that L .  Leonard
Continued from page 1 stronger restrictions on individual include Missouri's proposed om- In Massachusetts, a workers
Industrial Commission is slated to medical information for all insur- mbus bill, efforts by state funds in ORKERSpropose rules soon that would re- ers, including those that write Maine and Utah to expand opera- COMP ' 1" in the joint Judiciary Committee
Strict an insurer's authority to workers comp, according to James tions, and a variety of anti-fraud

compensation reform bill has been

since January
communicate with a treating doc- E Ellenberger, assistant director measures enacted in states that in- The measure would unravel
tor without the consent or partici- of the department of occupational clude Kansas and MIssissippi ?3;- some of the workers comp reforms
pation of the workers comp health and safety of the AFL-CIO Only a few states considered * 4 /% that the state's lawmakers insti-
claimant or the claimant's attor- The Washington-based labor fed- workers comp benefit proposals tuted in 1991 The bill would ex-
ney (BI, June 8) eration wants to protect workers California lawmakers dominat- Connecticut enacted a law that tend benefit payments for tempo-

Elsewhere, the topic has been from unauthorized access to work- ed this discussion by seriously modifies the formula for workers rary total disability to five years
discussed-but nothing enacted- ers comp information, access that considering bills in each chamber compensation cost-of-living ad- from three and extend the pay-
in several other states, Including may allow businesses to discrirm- that would increase workers comp lustments ment for temporary partial dis-
Maine, New Hampshire, New nate against workers because of benefits by $1 5 billion, over a Under the legislation, COLAs ability to 11 years from the cur-
York and Vermont, Mr Wood said health conditions or even blacklist three-year period for inluries occurring before Oct rent five years

Some of the lengthiest discus- them for merely filing claims for Labor supporters say the mea- 1, 1991, will be calculated using The Massachusetts Senate Com-
sions involve state insurance regu- on-the-job in]UI'les sures are needed because workers the base weekly rate as of Oct 1, mittee on Commerce and Labor is
lators in the National Assn of In- In addition, some states-in- did not get all the benefit increas- 1990, or the date of in]ury, considering other legislation that
surance Commissioners That or- cluding Illinois-considered other es they were promised when the whichever is later The new law proposes increased fines for em-
ganization is drafting a "Health health-related proposals that Workers Compensation Cost Re- also requires insurance companies ployers that do not buy workers
Information Privacy Model Act," would make insurers and health duction Act of 1993 was passed and self-insured employers to no- compensation insurance Under
which will set standards designed plans refusing to approve treat- Meanwhile, employers are con- tify survivors of a deceased recip- the bill, maximum fines would in-
to protect health information from ments liable for adverse outcomes cerned that any savings from the lent of workers comp benefits that crease from the current fines of a
unauthorized collection, use and Such bills may indirectly affect 1993 bill will be wiped out by such dependents may be entitled to few hundred dollars to a maxi-
disclosure by requiring insurers workers comp medical care an increase survivors' benefits The notice mum of $5,000 for the first offense
to establish procedures for the providers and insurers, said Nan- Benefit increases based on cost- must be sent to the deceased and $10,000 for the second of-
treatment of all health informa- cy Schroeder, director of workers of-living Indexes were approved claimant's address fense
tion comp for the National Assn of In- for some claimants in Connecticut Maine has enacted legislation In Vermont, a law was enacted

Congress also is considering fed- dependent Insurers in Des Plaines, but rejected in Maine, Ms that will allow Maine Employers' directing the commissioner of la-
eral privacy proposals, though Ill Schroeder said Mutual Insurance Co to seek 11- bor and Industry to review every
how they would interact with While medically related topics The AFL-CIO is particularly censes and acquire or form affili- five years the fees of attorneys
state proposals has not been deter- dominated workers comp discus- concerned about an "outrageous" ated insurance units in other handling workers compensation
mined (BI, April 27, March 30) sions, several other themes Distnct of Columbia proposal that states cases

The issue is controversial emerged from state lawmakers' would reduce benefits to inJured MEMIC lS a privately held The measure also directs the
On one side are employers, in- actions during this year workers in the District and bring workers compensation insurer commissioner to study the feasi-

surers and workers comp admlms- Overriding all in most states was them more into line with benefits originally created to replace the bility of including the cost of em-
trators They fear the claims-han- a continuing lack of legislative in- paid in neighboring Maryland and state's workers comp residual ployer-provided benefits in calcu-
dling problems and litigation that terest in making major changes to Virginia, Mr Ellenberger said market mechanism MEMIC will lating temporary total disability
nught result if privacy restrictions workers comp systems Workers in the District of initially apply for licenses in New benefits The measure st:ipulates
delay the exchange of information This was true even in Ohio, Columbia deserve benefits that re- Hampshire and Massachusetts to that the commissioner may re-
needed to process claims where voters, at the urging of la- fleet their higher wages and high- allow it to write coverage for quire workers comp insurers to

In addition, delay may increase bor and trial bar spokesmen, re- er living costs, he said Maine employers with operations perform workplace safety inspec-
the duration of wage-loss pay- fused in November 1997 to con- Following is a roundup of State in those states, said President and tions
ments and make it more difficult firm significant legislatively workers comp legislative activity, Chief Executive Officer John No significant workers compen-
for employers to determine inn- adopted changes. The issue's sen- based on reports by Business In- Leonard sation legislation was passed in
pairment and sometimes eligibili- Slt1Vlty lS heightened by the fact surance staff and coordinated by The workers comp insurer may New Hampshire or Rhode Island
ty for compensation through a sec- that this is an election year Senior Editor Meg Fletcher eventually acquire or form a sep- Continued on next page
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Continued from next page nies will be required to pro-
vide insurers with 1nforma-

4 after a firefighter tlement authority to be present by

'-- 1

4 tion such as employers' loss r had 10 years of ser- video conference instead of being

, '15 5,/D vice would be con- present in person, at mediation

J
data, payroll documentation,
lob classifications and other AA j -,0 (A sidered job-related conferences

Previous law pro- • Amends the definition of

WO
2' information that will enable vided that firefight- fraudulent or abusive act, for pur-
ft insurers to properly calculate ers could claim dis- poses of the workers compensa-

COMP expenence modification factors ability for injunes suf- tion act, to provide that such acts
of employers that terminate a re- fered on the lob or lung must be done wdlfully, knowingly
lationship with a leasing com- disease or intentionally

pany In addition, the law Other workers comp Missouri legislators approved an
P. will require insurers to con- reforms failed, includ- omnibus bill containing a few

duet annual payroll and clas-
In 1997, the Delaware Legisla- sification audits of leasing

ing measures that substantive and numerous techni-
would have allowed cal changes to the state's workers

ture passed a limited workers companies to ensure proper lump-sum settle- comp laws
compensation reform package workers comp premiums are being al market as well South Carolina ments m workers comp claims, re- The bill would, among other
Part of the legislation established paid The law will apply to poli- previously was the only state that quired that workers comp insurers things eliminate the employer no-
the Delaware Workers' Compen- cles written on or after Oct 1, did not require voluntary market provide a 20% premium discount tice and worker acknowledgment
sation Advisory Council, which 1998 insurers to participate in the for maintaining a drug-free work- requirements for accidents mvolv-
will continue to meet periodically Florida also enacted a law that residual market place, and established the Work- ing less than $500 1n medical costs
for the rest of this year with the will strengthen the state's fight A workers comp bill that would ers Compensation Insurance Pool with no lost work time, allow
aim of issuing reform recommen- against workers comp fraud The have weakened the exclusive rem- to write workers comp risks with- compromise lump-sum settle-
dations to be considered in 1999 law, effective Jan 1, 1999, will al- edy provision and increased bene- in the state ments prorated over the life ex-

The District of Columbia's con- low the Division of Workers' fits was introduced too late in this No significant workers comp pectancy of the injured worker,
gressionally created D C Control Compensation of the Department year's session to be considered by legislation was passed in Indiana toughen insurance fraud statutes
Board, which controls most func- of Labor and Employment Securi- the full assembly or Ohio by categorizing a second offense a
tions of city government, issued a ty to inspect businesses at "any More small employers in Ten- class D felony, broaden the defini-
formal recommendation May 28 reasonable time" to determine nessee, under a workers comp law ff » tion of "employer" to include lim-

that the city council enact com- compliance with workers comp that takes effect July 1, will be el- ited liability partnerships and
prehensive workers comp reforms requirements The division has the igible for experience rating The companies, and allow groups of
The recommendation called upon authority to ask for books and law bars voluntary market insur- qualified employers to use a uni-
the council to approve a bill that records and call witnesses as part ers from excluding any risk, re- VVORKERS f

75,
would, among other things elimi- of its investigation gardless of premium size, from 2 COMP t

form expenence rating plan to in-
sure their workers comp liability,

nate cost-of-hving allowances, re- Georgia enacted a law that, scheduled rating plans as long as though total discounts may not

duce benefits to brmg them more among other things, allows em- the premium the employer would exceed 25%

m hne with benefits paid m neigh- ployers to maintain a list of physi- pay is not less than the minimum In addition, the measure would

boring Maryland and Virginia, cians to treat injured workers as established for its classification increase the number of weeks of

change the basis of calculating long as the physicians on that list Virginia lawmakers enacted a permanent partial disability ben-
benefits from the current 66 7% of conform to the regulations of the law that doubles, to 0 5%, the An Iowa law that became effec- efits paid for complete deafness in
gross earnings to 80% of net earn- state's Board of Workers Compen- maximum premium tax used for tive in April creates a special as- both ears and for complete deaf-
ings, and require employee selec- sation Under the law, which is the uninsured and self-insured sessment for workers comp insur- ness in one ear, slightly broaden
tion of a treating physician from now in effect, inlured workers employer fund The maximum will ers and self-insurers over the next the definition of the three-day pe-
either an insurer-designated may obtain the services of any revert to 025% on Jan 1, 2000 five years to bail out the state's mod for which compensation will
physician panel or an pre-ap- physician on that panel and may The law also requires the state Second Inlury Fund, which is in not be paid unless a disability
proved provider network The later change to another physician Workers Compensation Commis- bankruptcy The law also will in- lasts longer than 14 days The
council has 90 days in which to act on that panel without prior autho- mon to study the fund and report crease employer assessments for change lS from the worker's first
on the matter, but as of late June, rization providing they do so to the relevant legislative commit- workers who die on the Job to three "regularly scheduled" work-
had done nothing If the council within 60 days of first treatment tees by December Also enacted $12,000 from $4,000 if there are days to the first three days during
declines to act, the control board That physician then becomes the was a law that requires the com- dependents and to $45,000 from which the employer is open for
can seek congressional interven- primary authorized treating mission to distribute at the same $15,000 if there are no depen- business
tion to implement the reforms physician and will control the pa- time and m the same manner dents The bill also would establish a

A new Maryland law denies in- tient's care along wnth any consul- copies of any written notice, opm- Another law that becomes effec- scholarship, funded by workers
iured workers wage-loss benefits tations or referrals ion, order or award regarding a tive July 1 changes the workers comp premium taxes, for children
when a claimant's abuse of drugs In Kentucky, a law was enacted workers comp case to all parties compensation payment require- of workers inlured or killed in
or alcohol is the primary cause of that allows the state Funding involved ment to the first day of permanent work-related accidents or by oc-
a work-related injury Previously, Commission to take over un- No significant workers comp disability rather than the first day cupational disease, require the Di-
benefits only could be denied if claimed refunds of the Special legislation was passed in Alabama of inlury vision of Workers' Compensation

drugs or alcohol were the sole Fund assessments If the commis- or Louisiana Kansas enacted several workers to issue a written award within

cause of an accident mon has held unclaimed refunds An Illinois measure that would comp laws Among other things, 90 days of the last day of a maxi-
New York's Legislature passed a for two years after a reasonable the provisions end automatic mum 30-day hearing, and autho-

bill that would cap the amount of attempt to return the funds to the  =446 , workers comp coverage for self- rize state appellate courts to re-
workers comp premiums paid by insured employer, the refunds will employed subcontractors when view decisions of the Labor and
construction firms Under the bill, become the property of the Bene-
which Gov George E Pataki iS fit Reserve Fund
expected to sign, construction em- A Mississippi law that takes ef-

doing work for a contractor, in- Industrial Relations Commission,

WORKERS <- 6
crease to $5,000 from $4,300 the where the division has original ju-

ployers would not pay additional feet July 1 creates a state Insur- COMP
maximum burial expenses an em- risdiction, and increase the num-
ployer must pay if a worker lS ber of administrative law judges

premium for workers who earn ance Integrity Enforcement Bu- killed on the Job, and require em- to 25 beginning Jan 1, 1999, al-
more than $900 per week This reau to investigate and prosecute ployers to pay $25,000 to the es- lowing one additional ludge to be
figure would drop to $860 after health benefits fraud ·in insured tate of a worker killed on the ]ob added each year, up to a maxi-
two years The new bill was a and self-insured programs in the who has no dependents mum of 30

compromise reached after Gov state, including workers comp Other Kansas legislation grants A measure enacted earlier this

Pataki vetoed a measure passed in plans Under the law, the new bu- ban balance billing passed the the state's Second Inlury Fund the year makes police officers who
1997 that would have changed the reau will be funded through an as- House and is pending in a Senate same privilege as insurance com- contract certain occupational dis-
method of calculating workers sessment on workers comp insur- committee Balance billing lS the panies and other parties m dis- eases through Job-related expo-
compensation premiums for con- ers and self-insured programs practice of medical providers di- putes over workers comp benefits, sure to illegal substances eligible
struction companies If enacted, The new law provides that the rectly billing inlured workers for provides that fraudulent or abu- to receive benefits under Missouri
the law would have changed the state attorney general or county payments exceeding what a com- sive acts, for purposes of workers workers comp law
method of calculation from a "to- district attorneys may prosecute pany's workers comp insurer or a comp fraud, must be committed A Nebraska law clarified sever-

tal payroll" method to one based insurance fraud The bureau is to self-insured employer consider willfully, knowingly or intention- al technical provisions relating to
on "hours worked" (BI, Oct 27, file an annual report to the insur- reasonable ally, identifies as fraudulent or workers comp medical issues The
1997) ance committees of the Mississip- Michigan legislation awaiting abusive acts the submission of key change closed a loophole that

No significant workers comp pi House and Senate detailing its the governor's signature would m- charges for health care services previously allowed an insurer or
legislative activity took place m work over the prior year clude respiratory tract, bladder, not provided employer to get a contested claim
New Jersey, Pennsylvania or West North Carolina is not expected kidney, skin, brain, blood and The same bill also will dismissed, if the worker had not

Virginia to consider significant workers lymphatic cancers as illnesses pre- • Remove the requirement of obtained an independent medical
comp legislation this year How- sumed covered for full-time fire- peer review in cases where a examination
ever, a state Industrial Commis- fighters under workers comp, un- health care provider or facility lS South Dakota enacted a law

- i mon last week began holding less proved otherwise suspected of making excessive that makes dependent spouses and

- / ' hearings on a proposal that would Minnesota lawmakers enacted charges or requiring unlustified children of employees killed on
 WORKERS r'.6 k virtually prohibit spoken commu- two laws that adopt minor tech- treatment the Job eligible for a college tu-

/ nications between employers and nical changes to workers comp • Allow all documentation relat- lt10n benefit as of July 1 The
COMP , . physicians and would require that self-insurance laws, such as re- ing to the utilization review ad- spouse and each child will be eli-

I , written communications Risk their self-insurance authority to hearing before an administrative year for up to five years The De-i inlured workers be notified of quiring employers terminating missible during a preliminary gible for up to $2,000 in aid per

rs, . -, managers and insurers oppose the obtain actual'ial opinions on lia- law judge on the issues of the partment of Labor must promul-..'Sr proposal, which the commission bilities, and require establishment medical benefits to which an em- gate regulations for implementing
prepared after the General As- of a settlement division to which ployee is entitled the benefit

Florida legislators want to make sembly instructed lt to do so last workers comp judges will be • Allows optional deductibles Efforts in South Dakota to re-

sure employee leasing companies year 4ransferred offered by insurers to the policy- peal the workers comp subse-
in the state pay proper workers South Carolina enacted a law Wisconsin enacted a law to per- holder for benefits payable under quent-injury fund failed, despite
comp premiums Under legislation that requires insurers participat- mit disability payments to fire- the act to include allocated loss support from the governor and
that became law without the gov- ing in the voluntary workers comp fighters diagnosed with cancer adjustment expenses Contmued on nezt page

ernor's signature, leasing compa- market to take part in the residu- Under the law, cancer diagnosed • Allows persons with final set-
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TO ALL CREDITORS OF

TRANSIT CASUALTY COMPANY

• ADDITIONAL CASH IS WAITING FOR YOU.

• WOULDN'T IT BE NICE TO RECEIVE TWO

CHECKS IN SEPTEMBER 1998, ONE FROM THE

LIQUIDATOR OF TRANSIT AND THE OTHER

FROM QUANTUM CONSULTING, INC.?

• AS OF JUNE 15, 1998, THE LIQUIDATOR OF
TRANSIT CASUALTY IS PROJECTING AN

ULTIMATE PAY-OUT OF 48 CENTS ON THE

DOLLAR TO ALL CREDITORS, INCLUDING
DIVIDENDS PAID TO DATE.

• YOU HAVE ALREADY RECEIVED 25 CENTS ON

THE DOLLAR. YOU DON'T NEED TO WAIT FOR

THE BALANCE OF THE PROJECTED PAY-OUT.

YOU HAVE OPTIONS.

• QUANTUM CONSULTING WANTS TO BUY YOUR
CLAIMS TODAY. TO CASH OUT NOW ON

ESTABLISHED CLAIMS, CALL:

QUANTUM CONSULTING, INC.
150 JORALEMON STREET, SUITE 6B
BROOKLYN HEIGHTS, NY 112014309

ATrN: JOSEPH F. SCOGNAMIGLIO, PRES.
TEL: (718) 802-9423

FAX: (718) 802-9701

Comp
Continued from page 15
business. The Senate ap-
proved the measure, but the
bill died in the House after it

was amended so it would ap
ply only to self-insured em-
ployers.

The American Insurance

Assn. plans to lobby next
year to repeal the fund,
which business views as duplica-
tive of the Americans With Dis-

abilities Act, said Paul Blume, a
vp with the AIA in Des Plaines,
Ill. The fund, which employers
finance, covers the workers comp
costs of disabled employees who
suffer a second injury in the new
jobs they find. The fund initially
was established to prevent em-
ployers fronn discriminating
against disabled job applicants
for fear of being burdened by that
individual's total workers comp
cost if the individual suffered a

second injury.
No workers comp legislation

was passed in North Dakota.

ORKERSYF3
COMP r,VI,94

A bill that would have increased

benefits for total and temporary
disability passed the New Mexico
Senate but failed to pass the
House.

Oklahoma legislators did not
pass any significant workers com-
pensation-related measures. Law-
makers failed in the last days of

Reinsurance Intermediary

INDEPENDENCE

INTEGRITY

SERVICE

CONSISTENT PHILOSOPHY & PERFORMANCE

SINCE 1977
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the session to craft a bill to priva-
tize the state's competitive insur-
ance fund, which also is the mar-
ket of last resort. The National

Council on Compensation Insur-
ance expects that Oklahoma law-
makers will revisit the state fund

privatization issue next year.
No significant workers comp

legislation was passed in Arizona.
Neither the Arkansas nor Texas

legislatures were in session.

ORKERS lmv
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Several workers comp laws were
enacted in Colorado. Among other
things, the measures: require insurers
to notify employers in writing when a
workers comp claim settlement agree-
ment is made in the amount of

$75,000 or more; authorize the direc-
tor of workers compensation to im-
pose a fine up to $500 per day on em-
ployers failing to maintain required
coverage; subject workers comp poli-
cies and personal injury protection
coverages employing an open phar-
macy network to an "any willing
provider" provision. Under the law,
prescription benefit management
companies or intermediaries that
oversee open networks may contract
with an exclusive pharmacy network
if a 60-day notice is published in the
service contract.

Another Colorado law permits dis-
covery for a workers comp claim
without approval by an administra-
tive law judge if both parties are rep-
resented by attorneys and agree to
participate. It also grants authority to
the state workers compensation direc-
tor and to administrative law judges
to rule on discovery matters.

In Idaho, the legislature repealed a
section of the Workers Compensation
Act relating to willful misconduct, ef-
fective July 1. The law had barred an
employee or his or her dependents
from recovering benefits under the act
if the employee failed to observe In-
dustrial Commission rules and regu-
lations posted in the plant by the em-
ployer. The now-repealed section also
said an employee could not collect
benefits if he or she failed to use pro-
tective and safety devices provided by
the employer.

Total disability income benefit
changes also were introduced in a law
effective March 20. The current law

sets the maximum amount for pay-
ment of total disability benefits at
90% of the employee's average week-
ly Wage for the first 52 weeks of dis-
ability.The new law provides that this
canbenoless than 15% of theaverage
weekly state wage.

The Nevada Legislature did not
meet this year. However, preparations
are under way for a competitive
workers comp system in the state be-
ginning next year. In 1995, the Legis-
lature had enacted a legislative pack-
age that permitted private insurers,
beginning in July 1999, to write work-
ers comp coverage in Nevada, which

„ has had a monopolistic
state fund (BI, Aug. 7,

1995). That legislation also
provided guidelines for as-
sociations to immediately
begin self-insuring their
members' workers comp

erposures.

A foundation for the new

"three-way" system-state
fund, self-insurance and pri-
vate insurers-was laid by the
Nevada Legislature late in its
1997 session.

Among other provisions, an om-
nibus bill, effective July 1, 1997, cre-
ated an account for "current claims"

and for"extended claims" in the State

Insurance Fund. The latter was allo-

cated $650 million in invested assets

to be used to pay State Insurance
Fund liabilities for workers comp
claims incurred prior to July 1, 1995.

The purpose of this structure was to
put the Fund in a better position to
compete with private insurers, said
Vance A. Hughey, senior research an-
alyst with the state of Nevada Leg-
islative Counsel Bureau's research di-

vision. Simultaneous with the $650

million allocation, the Legislature re-
pealed provisions authorizing a sur-
charge to ensure the Fund's solvency
because it was no longer considered
necessary, he said.

He noted a number of private insur-
ers have already taken steps to obtain
the appropriate certification to write
workers compensation in Nevada.

The Utah Lkgislature enacted a law
that limits the State Fund's ability to
provide workers comp or occupation-
al disease coverage outside the state to
Utah employers and their subsidiaries
and Affiliates (BI, March 30). The
Fund must also continue to serve as

the market of last resort for all Utah

employers. The quasi-state agency
had previously proposed diversifying
its operations to include writing more
out-of-state coverage, as well as es-
tablishing partnerships and joint ven-
tures to offer other lines of insurance,

including 24-hour coverage.
Another law that becomes effective

July 1, 1999, authorizes workers com-
pensation insurance policies to in-
clude a deductible option.

Three workers comp measures were
enacted in Wyoming.

One new law, effective July 1, in-
cludes provisions that clarify lan-
guage regarding treatment of employ-
ers that have underpaid workers
comp premiums as a result of incor-
rect reporting of employee earnings;
clarify what travel expenses connect-
ed to occupational medical care are
reimbursable; and require the Work-
ers Compensation Division to estab.
lish a policy for testing blood-borne
pathogens after possible occupational
exposure and for immediate prophy-
lactic treatment if medically indicat-
ed.

Other legislation was passed that, if
approved by voters as a ballot initia-
tive later this year, wpuld amend the
state constitution to limit expendi-
tures by the Workers Compensation
Fund to financing of the Workers
Compensation Act, debt service relat-
ed to the Fund and state workplace
safety programs.

The Montana Legislature did not
meet this year.

0.)WORKE »
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Among several workers comp
bills pending in the California

Continued on next page
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Legislature and in various Assembly
and Senate committees, employers
are anxiously watching legislation
that would increase workers comp
benefits by $1.5 billion over a three-
year period.

The bill has a good chance of pas-
sage because it was introduced by As-
sembly Insurance Committee Chair-
woman Liz Figueroa, D-Fremont,
who has considerable clout after win-

ning big in her district in primary
elections held earlier this month, ex-
plained Lori Kammerer, executive di-
rector of Californians for Compensa-
tion Reform, an employer coalition
based in Sacramento.

A similar increase is proposed in a
state Senate bill that was introduced

by equally influential Senate Indus-
trial Relations Committee Chairman

Hilda Solis, D-El Monte.
Labor groups support both mea-

sures because they believe employees
did not get all of the benefit increases
that were promised when the Workers
Compensation Cost Reduction Act of
1993 was passed. At the time, employ-
ers and employees were to share
equally in $1.5 billion in

savings. However, labor groups
claim employees have only received
$550 rnillion of the promised $750
million in benefit increases.

Another bill, which would permit
the Workers Compensation Appeals
Board to allow liens against awards
for certain expenses, also has the po-
tential of becoming a benefit increase
bill, Ms. Kammerer said. "It's a spot
bill," she said, which means that it

may be gutted and rewritten to serve
any purpose.

Employers oppose other legislation
that would let employees select an
acupuncturist as their primary treat-
ing physician for a work-related in-
jury. The bill would also permit
acupuncturists to be included in the
"change of physician" list from which
employees can choose after the 30-day
period of employer-directed treat-
ment expires.

Under the 1993 reforms, employers
that offer managed care programs can
direct treatment of injured workers
for up to 30 days.

CCR introduced a bill that would

have extended this period to one year,
but "it was pretty much DOA," Ms.
Kammerer said. "Labor was lined up
out the door to kill it"

By contrast, CCR backs other legis-
lation that would enable physician as-
sistants and nurse practitioners to ini-
tially treat injured workers as long as
a treating physician signs the final re-
port. CCR backs the bill because
many large employers have physician
assistants and/or nurse practitioners
on staff who can respond more quick-
ly to workplace injuries, Ms. Kam-
merer said.

CCR has not yet taken a position on
a bill that would create a separate
fund to pay for injuries to workers
transitioning off welfare. While it
would be funded by part of the state's
general fund surplus of $4.4 billion,
there's no guarantee that funding will
be available in future years, Ms. Kam-
merer pointed out.

A bill in the Assembly Appropria-
tions Committee would ensure the

confidentiality of workers compensa-
tion claims data and prohibit compa-
nies from obtaining personalinforma-
tion for solicitation purposes. While
initial claim filings are confidential,
the information is available to the

public once the claim is adjudicated

by the Workers Compensation
Appeals Board, Ms. Kammerer
explained

As a result, it is possible for
lawyers and medical providers to
obtain the names of claimants

who are dissatisfied with the out-

come of their claim and reopen
their cases, she said.

Several other bills also could in-

crease workers comp costs, '
through provisions that would:

• Require that employers pay
more for treatment of occupation- *
al injuries than for identical non-
occupational injuries. If enacted, the
cost to California business could be as

lhigh as $277 million annually, Ms.
Karnmerer estimated.

• Extend workers comp benefits to
illegal immigrants if they were eligi-
bleasof Aug. 21, 1996. This bill would
circumvent a ballot initiative ap-
proved by voters last year that cut off
all medical benefits to illegal aliens in

1
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the state.

• Allow injured workers to obtain
the value of the vocational rehabilita-

tion benefits to which they are enti-
tled in the form of a cash settlement

rather than seek retraining. Voc-re-
hab benefits are currently capped at
$16,000.

Several workers comp bills in
Hawaii await the governor's signa-

1
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ture. Among the ap-
/ proved bills are mea-

, sures that woulld:
• Prohibit claims for

mental stress resulting
solely from disciplinary

action taken in good faith
by the employer. Howev-
er, any standard set by a
collective bargaining agree-
ment or other employer
agreement is to be applied
in lieu of good faith stan-
dard. The legislation ad-
dresses the Mitchell case

handed down last year by Hawaii's
Supreme Court (BI, Aug. 25, 1997).

• Allow limited use of managed care
in treating workers comp injuries by
allowing employers to contract with
Coordinated Care Organizations for
treatment of injured workers. Howev-
er, an employee may go outside the
contracted managed care organiza-
tion after a definitive diagnosis or

austness insurance, June 29, 1996 / 19

three visits, whichever occurs first.

The CCO must assign a nurse case
manager to each injured employee.

• Require health care providers to
bill for services within two years of
providing workers comp services.

• Allow an injured employee to se-
lect a vocational rehabilitation

provider without employer approval.
But the employee must inform his or
her employer of the decision to use vo-
cational rehabilitation to treat a

work-related injury.
Although Washington did not pass

any workers comp legislation, law-
makers did approve funding for a per-
formance audit of the State Fund. The

audit will compare the Fund's perfor-
mance to other state systerns and
make recommendations for improve-
ment. A final report is due in Novem-
ben

No workers comp legislation was
enacted in Alaska, and Oregon's Leg-
islature was not in session. [2]

AQUILA ENERGY

A UtiliCorp United Company
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A client demand we kept hearing. And listened to.
The result: a unique strategy that creates a dynamic three-

way partnership between risk managers, J&H Marsh &
McLennan, and the insurance markets.

This strategy - Global Broking - joins you and your
client-advisory team with the industry's only organization of
placement specialists focused solely on getting you the best
insurance deals. Located near all the world's major centers
of risk-transfer activity, this group of 500 professionals
specializes in specific carriers, industries, and insurance
product lines.

This approach gives you critical advantages: Superior
information on which markets are writing which lines - and
on what terms and conditions. Direct access to the carriers'

senior decision makers. Increased negotiating power. And
greater placement efficiency.

Best of all, you're in control. With market intelligence
and advice from our placement specialists, you and your

.
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client-advisory team determine the coverages needed. You
select the markets you want to meet and negotiate with.
And you make the final call on carriers, pricing, and all
other aspects of your program.

The client benefits of Global Broking are becoming
increasingly powerful as we roll out proprietary technology
that is transforming insurance placement into an even more
efficient, information-driven process.

Want to see better deals and more efficiency in your
insurance transactions? Look to J&H Marsh & McLennan.

J&H MARSH &
McLENNAN

QUALITY LEADERSHIP IN RISK AND INSURANCE SERVICES
www.jhmarshmc.com
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The key to good work comp reports: simplify
One company's two-year effort produces data useful for loss prevention analyses

By Walter E. Pliszka
and Charlotte A. Plueckhahn

N THE FILM"SNEAKERS," while probing a
computer disk, the character "Doc" uncovers a
treasure trove of data, including access to such vital

information as the landing patterns at all domestic

airports. It is a similar store of data that has long been the
quest of safety and workers' compensation professionals.

One of the most effective methods of reducing
occupational injuries and illnesses is through the analysis
of previous accidents. For a variety of reasons, such
analysis is often stymied by poor data quality. Such was
the case until two years ago at Cooper Industries Inc., a
highly diversified Houston-based manufacturer that
currently employs more than 28,000 workers

domestically. At that time, Cooper Industries' workers
comp and safety professionals reviewed and revamped
the company's procedures for reporting injuries and
illnesses.

To understand the changes we implemented, it's
important to understand what it previously took to get
the information regarding an occupational injury or
illness entered into a risk management information
system. The process began with the injured employee
reporting the event to his or her supervisor. The

supervisor then interpreted the history provided by the
employee and completed an Accident Investigation
Report. Next, the supervisor completing the Accident
Investigation Report forwarded the form to the
administrative office, where the appropriate First Report
of Injury was completed. The FROI was then submitted to

Initially, accident and injury reporting
was highly complex, involving nearly
100 manufacturing locations, 44 with
direct RMIS input and 10 third party
administrators.

the claims administrator-whether third-party or self-
administered-where the data was entered into the RMIS.

From this data, loss reports were eventually produced.
In recent years, various vendors had attempted to address
the accuracy of the information by having claims reported
to a toll-free telephone number following a pre-
established script. Although this technique had its
advantages, it did not eliminate other variables affecting
data integrity in the accident reporting equation.

This elaborate system easily lent itself to
miscommunication and improper interpretation of the
facts pertaining to an accident. This project was further
complicated by its scope-which involved nearly 100
manufacturing locations, 44 with direct RMIS input-and
10 third party administrators. Corporate safety personnel
were, with good reason, highly suspicious of the historical
accident information contained in the RMIS.

An initial problem we identified in revamping the
process was the lack of standardization of the Accident

Investigation Report form itself. Additional problems, we
found, arose from the many varieties of special analysis
codes used in injury and illness reporting; there probably
are as many codes as.there are employers, insurers and
third-party administrators. This large number of sources,
codes and categories caused us to question the validity of
the data as well.

The one bright spot in the reporting process that we
found involved the introduction of self-insurance and

self-administration in a majority of our locations. Self-
insured and self-administered reporting-where the final
report of an injury is the one provided by the injured
employee's supervisor-had greatly improved data quality
over the years;the simplified system tended to eliminate
far more misinterpretation of facts. Producing reports
using data from those self-insured, self-administered
plants helped convince division and corporate safety

managers that it was possible to use the RMIS to produce
both safety statistics and financial information.

As for improving the data that was not self-reported,
we decided it was necessary to eliminate the multiple
entry of data and its "interpretation" to make those

reports equally valid and useful for analysis. The accident
codes were scrutinized and drastically revamped. We
worked closely with our RMIS provider to salvage data
already in the system, mapping out where the old codes
would fall into the newly revised and greatly reduced
codes.

We decided to clean up two years of accident history,
with each division being responsible for spearheading the
correction of invalid codes and the addition of missing
information. Undertaking this cleanup process eliminated
the need for extensive programming and the related costs,
because our RMIS provider was able to map old codes to
the new, more concise ones. It also allowed reports to be
run immediately with greater assurance that the
information being generated was credible.

The key to making the codes useful was to refine and
define their quantity and meaning. In our experience, this
could be accomplished only by receiving direct input from

the users regarding the manner in which they were to be
put to use. While corporate employers can present a list of
potential codes, it is only through the feedback of the end
users that they can generate meaningful reports and
accomplish the ultimate goal of loss prevention.

After going through this process, we refined our list of
special analysis codes to:

• Accident type: Struck By; Struck Against; Fall or Slip
from the Same Level; Fall or Slip from a Different Level;

Material Handling-Manual; Material Handling-
Mechanical Device; Caught Between; Caught in Machine-
Point of Operation; Caught in Machine-Point of
Transmission; Exposure to Chemical Agents; Exposure to

Physical Agents; Animal/Insect Bite; Over the
Road/Passenger Transportation; and Repetitive Motion.

• Injury type: Amputation; Burn; Bruise (Contusion);
Cut/Laceration/Abrasion/Puncture; Fracture; Hearing
Loss; Skin Diseases or Disorders; Respiratory Conditions;

Other Occupational Disease; Hernia; Heat
Exhaustion/Frost Bite; Allergic Reaction;
Strains/Sprains; Foreign Body; and CTD (Carpal
Tunnel/rendinitis)

• Body part: Ears; Eyes; Head/Neck;

Arm/Elbow/Shoulder; Wrist/Hand/Finger; Back;
Chest/Abdomen; Hip/Leg/Knee; Foot/Ankle/roes; Groin;
and Internal Systems.

• Length of service: 0-6 months (A); 7-12 months (B); 1-
2 years (C); 3-5 years (D); 6-10 years (E); 11-20 years (F);
and More than 20 years (G).

• Experience with task: 0-6 months (A); 7-12 months
(B); 1-2 years (C); 3-5 years (D); 6-10 years (E); 11-20 years
(F); and More than 20 years (G).

• Work shift: First (1); Second (2); Third (3); and Other
(4).

• Department.
• Code.

• Optional fields.

• Agency. Machine; Tooling/Fixture/Jig;
Conveyor/Elevator/Hoist; Mobile Equipment; Hand Tool;

Power Tool; Chemical/Physical Agent; Working
Surface/Bench; Floor/Walking Surface; Stairway/Steps;
Container/rote/Box; Material/Part/Product; Pallet;

Packaging Material; Scrap/Chips; Furniture;
Animal/Insect; and Not Otherwise Classified.

We found that this list has many advantages.
It is concise yet comprehensive. Many lists of special

analysis codes contain redundancies, for example, strain
or injury by lifting and strain or injury by pushing or
pulling. Our goal was to consolidate these codes into a
manageable list without sacrificing the detail necessary to
adequately code any event that occurs.

Most of the possible choices for each category were
reduced to one-fifth of the previous number of choices.
The most dramatic reduction was injury agency, which
went to 18 choices from 122.

The code list is also consistent. The user selects only

from this limited universe of codes, which allows analysis
on different hierarchical levels.

It is easy to use. By placing the RMIS code for the
special analysis fields in bold type, the translation from
the Accident Investigation Report to the RMIS is
simplified. The RMIS code bears a direct relationship to
the special analysis factor; e.g., "AMP" for amputation
and "RSP" for respiratory conditions.

A previous complaint from the safety area was that the
numeric codes previously used to enter data had little
meaning when reports were generated and the results
were in the same numeric code format.

Following the revamping of the system, once the
supervisor has checked the appropriate special analysis
code on the Accident Investigation Report, the individual
inputting the data into the RMIS need merely select, on
screen, the identical description as contained in the
Accident Investigation Report.

This, then, avoids the need for the data entry person to
interpret a narrative description contained in the
Accident Investigation Report. Use of this format in the
RM[S also eliminates the need for the claims

administrator to interpret the narrative information

contained on the employer's First Report of Injury form.
Admittedly, an insurer or third-party administrator

may be reluctant to customize a proprietary RMIS to

accommodate a single customer, but this is much less of
an obstacle for a self-administered program. In fact, to
further reduce multiple entry, we hope to eventually have
the supervisor input the data directly into the RMIS as
part of completing the Accident Investigation Report.

The flexibility of the RMIS is, obviously, a critical
component to this process. The ability of the system to
accept multiple input sources is invaluable. By

customizing the input screen, users-regardless of their
experience level-an input data onto a screen that

replicates the Accident Investigation Report. As in any
such system, training in the completion of the Accident
Investigation Report and data entry is critical.

Another advantage of this system is that where errors
have been made or fields have been left blank, an error

report can be generated and a copy of the Accident

Report form sent to the reporting location for completion.
The form can then be returned to any data input operator
for entry into the RM[S.

Of course, the RM[S should be flexible enough to sort
data by any of the special analysis codes to perform the

appropriate loss source analysis for prevention purposes.
We believe the benefits of this system lie in its

simplicity. Combining the supervisor's Accident

Investigation Report with our RMIS data input enables a
hierarchical and consistent analysis of occupational
injuries and illnesses that remains responsive to local
needs. The blank field for department code allows for
variations in departments at individual locations. The
addition of optional fields allows for locally specific
accident analysis.

We are optimistic that this streamlined system will
finally allow us to effectively use, for loss prevention
purposes, the large collection of accident information

contained in our RMIS and, like "Doc," apply appropriate
prevention techniques to avoid their recurrence.

Mr. Pliszka Ms. Plueckhahn

Walter E. Pliszka is director Of workers compensa-
tion for Cooper Industries Inc. in Houston. Charlotte
A. Pluec/chahn is the senior workers' compensation
administrator for Cooper Industries.



SHRM
Continued from page 3
ed there are several reasons for

buying the coverage. Among them
are the ability the insurance pro-
vides to budget better and the fact
that purchasers currently can
benefit from a soft market that

features significant capacity.
"When you're in a buyers' market,
the premiums are soft and you can
just about ask for anything," she
said.

Despite the current low premi-
ums for EPL coverage, relatively
few employers have purchased it
so far, Ms. Cortese observed. "It's
interesting to note that, even
though we've got this buyers'
market, less than 10% of employ-
ers have purchased coverage," she
said.

In evaluating whether EPL cov-
erage is right for a company, some
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nothing new under the

sun. New ideas are being

born all the time at

First State. New products.

New services. New

combinations. Ideas born

out of a great diversity of
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liability that span the

gamut from - architects

& engineers to EPLI,

from financial services

to miscellaneous E&0,

Wonder what's new?

Take a closer look at

First State.

FIRST

STATE

basic questions must be consid-
ered, Ms. Cortese said. Among
them are how badly the company
needs the coverage, how much it
will cost, what it will actually
cover and exclude, how its claims
will be handled and whether the

company should go with a stand-
alone product or with one that
might wrap around other cover-
ages.

Ms. Cortese noted that policies
are available that combine direc-

tors and officers coverage with
EPL insurance, but that approach
isn't for everyone, she said.

"You've got to recognize there
are some bad things about it," she
said. "There are some endorse-

ments that you can't get in a
wrap-around policy that you can
get in a stand-alone policy." Em-
ployers also need to be aware that
policy forms are not standard and
have to be cognizant of just whom
the policy covers. "You want to

NOTHING NEW?

make sure that coverage for the discoverable."

company and its sutsidiaries is "Make your risk manager talk
available:" Ms. Cortese said. to you:" Ms. Cortese said. "And

'Make your risk manager talk to you,' says
Vickie R. Cortese. 'And don't put anything
in writing thal you don't have to put in
writing, because it's all discoverable.'

Ms. Ortese noted that, with the
division today between HR and
risk management in most organi-
zations employment practices
policies are often pla.ced ty risk
management without HR involve-
ment. "And you know what
they've attached to the applica-
tion? Five years of the most sensi-
tive information your department
has," she said: "And now it's all

don't put ar.ything in writing that
you don't have to put in writing,
because it's all discoverable.

Don't let anybody tell you it's
not."

Employers also must be aware
that the results of employment
practices audits are also discover-
able and that policy elements or
coverage scope not yet interpreted
by the courts may result in juris-

fh 1,1 . ., 9 1

dictional unenforceability of cov-
erages or coverage gaps.

While she sees EPL coverage as
an option companies must consid-
er, Ms. Cortese said there is a
downside to purchasing it. She
wondered aloud whether the pres-
ence of EPL insurance changes
workers' attitudes toward suing
their employers and makes them
more willing to do so.

"I have a very strong personal
feeling about what purchasing
coverage does to the system, " Ms.
Cortese said.

"I think we run a major risk of
making the system much more ex-
pensive than it is now," Ms.
Cortese said. Strong risk manage-
ment guidelines that create good
employers are a far better option,
she suggested.

On the horizon, the personnel/
risk manager said she expects to
see a variety of new coverages to
address HR-related issues. "I

think, in the future, we're going to
see coverage for workplace vio-
lence, because I think there's a
need there," Ms. Cortese said.

She said she also expects to see
employment practices policies
written on occurrence bases in ad-
dition to claims-made bases. An-

other innovation Ms. Cortese fore-

sees is products to provide cover-
age for punitive damages in states
where such coverage is not now
allowed; these products, she said,
will become available by using
offshore wrap-around coverages
underwritten in Bermuda. 
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Society for Human Re-
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source Management's annu-
al conference June 13-17 at

the Minneapolis Convention
Center.

Titled "Partners in the

Workplace," the gathering
was Alexandria, Va.-based
SHRM's 50th annual con-

ference and exposition. The
event featured more than

150 concurrent sessions on

various workplace topics
and more than 500 different

companies exhibiting in the
conference's HRM Market-

place Exhibition.
SHRM's 5lst Annual

Conference and Exhibition

is scheduled for June 27-30,
1999, in Atlanta. For con-
ference information, call
800-283-SHRM or 703-548-

3440, or visit SHRM's site
on the World Wide Web at

http://www.shrm.org.
Additional coverage of

the SHRM conference will

appear next month in Busi-
ness Insurance.
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Global Briefs LIRMA, ILU merger hits snag
Vote delayed until resolution of ILU lease issue outstanding issue could be dealt with quickly

Aon Risk Services U.K. Ltd in Lon- Mr Haddon said he thought it would take no
don has implemented a new organiza- more than five to six weeks for the ILU to clear
tional structure with Ron Forrest as By EDWIN UNSWORTH LIRMA expected to be able to announce last up the issue to the satisfaction of its members
chairman Mr Forrest replaces Geoff week that the memberships of the two groups The two associations had been plannmg a six-
Whitehead, who has retired Mr For- LONDON-A technical hitch is not expected had voted to endorse the merger However, month transition penod begmning July 1 be-
rest will retain his position as vice to prevent a merger of the London Internation- LIRMA Instead reported that, although ltS fore officially merging at the start of 1999 Mr
chairman of Aon Risk Services World- al Insurance & Reinsurance Market Assn and members had voted overwhelmingly in favor of Haddon said the delay would mean only a
wide Michael Eve, previously execu- the Institute of London Underwnters a merger, the ILU members had not put the shortening of this transition per'od, with the
tive director-specialty businesses for The ILU's members have asked that the or- matter to an official vote until the lease issue full merger to be effective at the scheduled
Aon Risk Services UK, was named ganization clear up questions regarding their 11- was resolved time

chief executive officer Along with es- abilities for lease payments on their current of- When the two orgamzations do merge, the Mane-Louise Rossi, executive chairman of
tablishing a core executive committee fices on Leadenhall Street before they vote on new association, currently bemg called the In- LIRMA and chief executive-designate of the
responsible for the strategic direction the proposed merger with LIRMA ternational Underwntmg Assn of London, wll IUA of London, said the delay "shouldn't make
of the divisions and of central facilities, Although no decision has yet been reached on become the world's largest representative body that much diference to the actual implementa-
the new structure is intended to enable how, or lf, the two associations will physically for international insurers and reinsurers, with tion plan " She emphasized that the merger
Aon Risk Services to build on its net- merge their separate headquarters, unspecified 110 ordinary company members and 80 associ- was in the best interests of the London market
work of 40 regional offices habilities are attached to the lease agreement ate members from 40 countnes Insurance companies, as she said it Wlll give
Guardian Royal Exchange P L C. has on the ILU's present premises-for which the ILU Chairman Steve Redmond emphasized them a more cohesive representative voice, en-
named Roger L Jean as president and ILU members are assessed-and members m a letter sent last week to LIRMA Chairman able them to deal more effectively with regula-
chief operating officer for GRE Insur- want these obhgations clanfied before they Ken Haddon that ILU members remain con- tory bodies in the United Kingdom, Europe and
ance Group, the holding company for vote on the merger at a second extraordinary vinced the merger "is in the best long-term in- the United States, and remove duphcation and
its U S subsidiaries The appointment general meeting yet to be scheduled terests of the company market" and that the confusion regarding their roles Im
will take effect immediately after GRE
gets regulatory approval for its acqui-
sition of ING Group N V 's property
and casualty insurance business in the FDG broker New forum addresses
United States, Mr Jean currently is
chief executive officer for that busi-

ness Whittington Group Ltd, the risk financing options
specialist insurance services unit of the network
Murray Lawrence Group PLC, has By DON LEWIS KIRK
formed a North American subsidiary to Market Forum '98
offer services for insurers and reinsur- expands GENEVA-Swiss Re New Markets has
ers ranging from underwriting and launched an annual forum in Geneva de- Geneva -- - r=flai'claims audits to debt collection Whit- signed to make the world's top corporations 1%,Trl • * t.
tington Partners LLC lS based in San LUXEMBOURG-U K broker Nel- aware of cutting-edge methods of taming - !4 -11 1;1 '
Francisco and lS managed by Ed son Hurst Ltd lS formally loining the corporate risk
Tuescher, vp of John Linneman & European brokerage network Funk, Market Forum '98, held in Geneva last ' eat ---

-

Co A.M Best Co. has acquired Lon- Diot, GrECo S A month, sought to underline the impact of t15 - £4;*Z--**L-*-U..
don-based Financial Intelligence & Re- London-based Nelson Hurst, ae- new market tools Two workshops focused
search Ltd , an insurance Information quired in July 1997 by South African on redefining risk to optimize capital pro-
and software company specializing in broker Forbes Group, previously had a ductivity and to contain "non-transferable"
the Lloyd's of London and U K insur- reciprocal agreement with members of business risks
ance market Best said the purchase the FDG network Forum delegates were Swiss Re clients, and products, said Mr Vasella In addition,
will strengthen its position in the Unit- The Luxembourg-based FDG net- primarily risk managers from Fortune 500 there are long-term technological or soci-
ed Kingdom and continental European work was set up to coordinate the m- companies The delegates also included cor- etal risks, which can be even more threat-
Insurance Information and rating busi- ternational operations of insurance porate treasurers, brokers and insurance ening
ness Moody's Investors Service Inc brokers Funk Group GmbH of Ham- company executives Some of Novartis' exposures are created
and its recently acquired U K sub- burg, Germany, Diot S A of Paris, In a keynote address, Daniel Vasella, by business cycle fluctuations, foreign ex-
sidiary, Syndicate Underwriting Re- GrECo International A G of Vienna, president and chief executive officer of No- change markets, financial markets and m-
search Ltd , have launched their 1998 Austria, and J Van Breda & Co GCV vartis, Switzerland's largest pharmaceuti- ternational trade policy, which include im-
"Lloyd's Syndicate Rating Guide " For of Brussels, Belgnim FDG signed a let- cal manufacturer, focused on growing lia- port and export restrictions and tax policy
155 syndicates doing business this year, ter of intent with Forbes Group that bility hazards that confront modern global "All of which influence profitability and
the guide has issued a syndicate quali- Will allow its Nelson Hurst subsidiary companies growth," said Mr Vasella
ty rating on syndicates' ability to per- to lom the network "The main risk is uncertainty about the The driving forces of globalization and
form comparatively over the medium to Lieberecht Funk, chairman of Funk future," said Mr Vasella "Losses can be deregulation have created greater hazards
long term and a volatility rating on the Group and official spokesman for the expected and unexpected, covered or not for companies, which are forcing the cre-
potential variability of their under- FDG network, said the link with Nel- Such losses can be guided by misfortune or ation of new solutions, Swiss Re Chief Ex-
writing returns over the insurance cy- son Hurst will strengthen FDG's pres- negligence In the best case, we profit from ecutive Officer Walter Kielholz told dele-
cle Syndicate quality ratings are sin- ence in the U K market "to comple- corporate volatility In the worst, we face gates
gle-letter grades ranging from A+, or ment our client-focus strategy in terms Jail or a dissolution of the firm " "New techniques can redistribute risk to
excellent, to C-, or below average of special services and territorial cover- Companies face macroeconomic risk, en- a larger investor base-a technique charac-
Volatillty ratings range from "extreme- age " trepreneurial and strategic risk, and opera- teristic to financial markets Cooperation
ly high" to "low " LIMIT P.L.C, one Nelson Hurst brings considerable ex- tional risks related to research, production See Risks on nert page
of the largest corporate capital in- pertise and complements the continen-
vestors in Lloyd's of London, reported tal European focus of the FDG net-
a pretax profit for the year ended work, Mr Funk said The link also
March 31, 1998, of £189 3 million gives FDG a relationship with Forbes Business continuity plans
($316 4 million), up 64% from the pre- that will provide the network with ac-
vious year Chairman Jonathan Agnew cess to many countries outside Europe,
said steps had been taken during the particularly in Africa, Southeast Asia tested by fire Down Under
year to transform LIMIT from an in- and South America

vestment company into an operating Mr Funk believes the expansion of By YVETTE HIGGINS council expects the claim to be settled by
insurance business, including LIMIT's the independent broker network-- and KATE TILLEY year-end
acquisition of the Bankside and Janson much like the former UNISON net- Mr Fitzgibbon said the council's three
Green managing agencies LIMIT sup- work-will provide risk managers with SYDNEY, Australia-An Australian city Sydney-based insurers, Zurich Australia
ports 28% of the underwriting of syn- alternatives to the growing dominance council has learned the hard way the lin- Ltd, GIO Insurance Ltd and MMI Ltd,
dicates managed by these two agencies, of megabrokers worldwide portance of adequate insurance and bum- will meet most of the loss, but there are
and Mr Agnew said the investment FDG hopes the new relationship with ness continuity planning gaps in the coverage
trust plans to substantially increase Nelson Hurst will allow the network to Almost a year ago, a fire destroyed most He said the council's major problem after
this proportion in 1999 Standard & expand its alternative risk transfer ser- of the 54,000-square-foot administration the loss was its lack of a business continu-
Poor's Corp has raised its insurance fi- vices in Europe The four FDG partners center at the Bankstown City Council, 12 ity plan
nancial strength and counterparty rat- have offices in 16 countries across Eu- miles from Sydney, Australia However, the council quickly sought help
ings of Trans Re Zurich of Switzerland rope, with combined 1997 revenues of Mark Fitzgibbon, council general manag- from people experienced in disaster man-

I to A from A- The change reflects the more than $220 million er, said the council had no business conti- agement, including New South Wales'
reinsurer's improved capital position Nelson Hurst Chairman and CEO nuity plan and that some aspects of its in- Knox City Council, which had had a similar
on a risk-adlusted basis, a selective un- John Percy-Davis said the broker hopes surance program were insufficient experience earlier, contractors, and loss ad-
derwriting strategy, a good operating to profit from its expertise in risk engl- So far, the council's insurers have paid justers working with Sydney-based ae-
performance and TRZ's strategic im- neering and alternative risk transfer $114 million Australian ($6 9 million) of counting firm Deloitte Touche Tohmatsu
portance to its parent, the Transat- and provide services to FDG's clients the expected $15 million Australian ($9 1 A spark from a contractor's blowtorch
lantic Reinsurance Co S&P said TRZ .FDG is a means to serve our interna- million) for the total claim, comprised of caused the fire, and insurers are "pursuing
still has a modest business position giv- tional clients and an opportunity to material damages, increased costs of work- recovery action" by suing under their sub-
en its size, non-leading status and de- distnbute our products throughout Eu- ing elsewhere, and the loss of personal ef- rogation rights to recover payments, Mr
pendence upon traditional proportion- rope," he said fects But the council's total claim has not Fitzgibbon said
al remsurance business -By Don Lewts Kirk yet been settled because the final costs still The city of Bankstown has a population

are unknown, Mr Fitzgibbon said The See Aftermath on next page



41* / DU6676666 17&6UTU/LCE, JUIle LU, 1330

Forum
Continued from previous page
with financial markets is making it
easier to design solutions for new
emerging classes of risks," he said.

Insurers are extending the borders
of insurability in order to fulfill an
urgent market need, said Mr. Kiel-
holz. As a result, risk managers are in
a position to contain "non-transfer-
able" business risks, which include

fluctuations in cogmodity prices,
foreign exchange rates and stock
market prices.

A blend of traditional and non-tra-

ditional insurance products, banking
instruments and capital market solu-
tions is taking reinsurance in:o a new

Council
Continued from previous page
of about 158,000. The council's an-

nual budget is $120 million Aus-
tralian ($73.0 million), and it has a
staff of 750.

Mr. Fitzgibbon said the lesson for
other councils is to ensure assets are

correctly valued and insurance cov-
erage is adequate.

The council had renewed its poli-
cies and revalued the admin-stration

building and other assets just before
the fire but had underinsured the

staff's personal effects by $55,000
Australian ($33,457), because it pur-
chased coverage only for up to
$5,000 Australian ($3,042) forthe en-
tire staff, he said. Personal effects

dimension, said Willy Hersberger,
Swiss Re New Markets' head of cor-

porate marketing.
"Companies are able, even now, to

address a larger share of the risks
facing them than they have done pre-
viously-if they are willing te coop-
erate to an unprecedented degree,"
he said.

The forum sought to define issues
surrounding new market products,
said Mr. Hersberger, including forms
of cooperation among risk managers,
insurers, reinsurers and capital mar-
kets. "If insurers, reinsurers and their
corporate clients are to forge new so-
lutions, they will need to transfer a
great deal of detailed and even sensi-
tive information." Companies will
have to supply more data about as-
sets to insurers, he said.

coverage is part of the council's over-
all policy.

The claim for the staff's personal
effects totaled $60,000 Australian
($36,500). The underwriters paid an
extra $20,000 Australian ($12,166)
which, combined with a council con-
tribution and revenue from

fundraising activities, meant 75% of
staff losses were covered.

"If not for the goodwill of the un-
derwriters, and the council, there
would have been some disappointed
people," Mr. Fitzgibbon said.

He recommended that organiza-
tions buy a minimum of $250 Aus-
tralian ($152) per employee in cover
for personal effects.

Most organizations consider only
theft coverage for employees' per-
sonal effects, "not cover for anything

». -Services Guide
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It is a leap of faith that not all com-
panies are comfortable making. For
Paul Luternauer, who recently re-

'Companies are able,
even now, to address a

larger share of the risks
facing them,' says Willy
Hersberger.

tired as director of corporate insur-
ance for a unit of SAirGroup,
Switzerland's largest airline, the new
dimension in corporate risk financ-
ing is also bringing a new role to risk
managers.

like this," he said.
Mr. Fitzgibbon said that, in hind-

sight, the council should have ex-
tended its indemnity period for in-
creased costs of working in a differ-
ent location for two years.

While the insured property sum of

The City Council had
backup data files but
no computer to access
them, says Mark

Fitzgibbon.

$198 million Australian ($120.4 mil-
lion) with a $5,000 Australian de-
ductible was adequate, its one-year
"increased costs of working" indem-
nity period was insufficient because
the council had not realized it would

be at least two years before the staff
could move back into a permanent
administration center.

That means the council will have

to pay $1 million Australian
($608,300) starting in July 1998 to

"Risk management becomes a top
management issue," said Mr. Luter-
nauer, who also has served as presi-
dent of the Swiss Assn. of Insurance

& Risk Managers. "We need to cope
with (balance sheet) risks, usually in
the hands of a treasurer. A change
like this takes time and patience."

The limits and possibilities of new
market solutions remain a key focus
for the future, said Erwin Zimmer-
mann, CEO of Swiss Re New Mar-
kets. "More clients understand prob-
lems as interrelated and complex.
There is a change toward more inte-
grated risk management and a need
for sophisticated and tailor-made so-
lutions. The insurance industry sup-
plies a breadth of skills and capital
strength with more integrated risk fi-
nancing solutions and modern tech-

fund its temporary accommodation.
The council is renting a temporary
accommodation until mid-2000,
when it can move into a building it
owns.

The council's business interrup-
tion policy covered only increased
costs of working, not loss of revenue,
but fortunately the council suffered
no losses because it could still issue

rates notices promptly, Mr. Fitzgib-
bon said. Rates are taxes on proper-
ties and a quarterly levy homeown-
ers pay for council services.

The council already was printing
and distributing its rates notices off-
site, which meant the data was not

lost. Bankstown collects $48 million
Australian ($27.4 million) in rates a
year. The council receives the re-
mainder of its budget from the New
South Wales state government, fed-
eral government grants and fees paid
for services.

Mr. Fitzgibbon said it was unlike-
ly the loss of profits was considered
at policy inception.

"The fire could easily have cost us
tens of thousands of dollars in lost

income (if rates data was stored on-
site)," he noted.

niques of risk modeling," he said.
In an environment where risk

management is segregated from oth-
er corporate functions, risk managers
have a limited role, contends Mr.
Zimmermann. "Risk managers can
become a focal point for integration,"
he said. "The ultimate goal of risk
management must be a structured
package for risk retention, financing
and transfer," he said. "Risk man-

agement presents the aggregate risk,
defines the risk appetite and initiates
the orchestration of risk manage-
ment."

The next forum has not been

scheduled yet. For information, con-
tact Swiss Re New Markets, New
York, 212-317-5400; Switzerland,
41-285-6868; or London, 44-171-
623-3456. Em

Crisis management should be fore-
most in an organization's business
continuity plan, Mr. Fitzgibbon said.

The plan should spell out recovery
management team members and
their responsibilities, delegate au-
thority to the chief executive officer
to take whatever action is necessary,
and provide for a control center from
which recovery activities can be co-
ordinated.

Alternative telephone and com-
munication arrangements should be
included in the plan and alternate
floor space identified, Mr. Fitzgib-
bon said.

A plan also should clearly outline
how an organization can access the
necessary computer hardware and
software to run backup data.

The Bankstown City Council had
backup data files but no computer to
access them, he said. The mainframe
was destroyed, and another had to
be imported from France before the
backup data could be read.

"There are many businesses rou-
tinely backjng up data without real-
izing they haven't an alternative
computer to run it on," Mr. Fitzgib-
bon said. m

U.K. pushing workplace health
during turn as E.U. president
By CAROLYN ALDRED

LONDON-U.K. regulators are
giving health and safety in the
workplace a high profile during
the country's six-month presiden-
cy of the European Union.

The Health and Safety Execu-
tive, which is responsible for
monitoring employer health and
safety standards in the United

Kingdom, has hosted a series of
conferences, including an Interna-
tional Conference on Occupation-
al Health that was transmitted via

satellite to several other European
cities.

The agency's themes were "oc-
cupational health, risk assessment
and changing patterns of employ-
ment," according to a special HSE
brochure issued in conjunction

with the U.K. presidency, which
runs through June. The six-month
terms rotate among E.U. member
states.

"The presidency enables the
United Kingdom to demonstrate
its positive stance toward Europe
on health and safety at work is-
sues. Action to maintain or im-

prove health and safety at work is
See Health on nert page
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complementary to the U.K. gov-
ernment's aim of making Europe
work for the people," the
brochure continues.

"Europe has had a very power-
ful impact on health and safety
lawmaking," said an HSE
spokesrnan.

A raft of European health and
safety directives in the late 19805
and early 1990s led to national
legislation in member states on
managing safety in the work-
place; personal protective equip-
ment; display screen equipment;
manual handling operations; and
work machinery among others.

Although the large volume of
European health and safety legis-
lation has subsided, the United
Kingdom has been leading dis-
cussion during the past few
months on several other health

and safety issues.
This includes the recent adop-

The United Kingdom has
been leading discussion
during the past few
months on health and

safety issues.

tion of a chemical agents direc-
tive, which establishes minimum
requirements for the protection
of workers against risks to their
health and safety from chemical
agents.

The directive covers all risks

from the use of chemicals in the

workplace and requires employ-
ers to assess and document the

risks and to take specific protec-
tion, prevention and monitoring
and information measures.

E.U. member states have three

years to implement the chemicals
directive. Implementation will
require amendments to the Unit-
ed Kingdom's statutes on the
Control of Substances Hazardous

to Health, confirmed an HSE
spokesrnan.

The United Kingdom also initi-
ated a debate on the European
Union's future policy toward as-
bestos that could lead to amend-

ments in existing E.U. directives,
according to an HSE spokesman.
The HSE has published proposals
to tighten up existing U.K. legis-
lation on the control of asbestos

at work. The deadline for com-

ments on the proposals is the end
of June. im
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Australia boosts trade cred it cover
By YVETTE HIGGINS

SYDNEY, Australia-Aus-

tralia's federal government-
owned Export Finance & Insur-
ance Corp. is continuing to pro-
vide trade credit insurance to

Australian exporters trading in
Indonesia, despite the difficult
economic conditions and recent

political upheaval.
Australia's industry minister,

John Moore, announced recently
that the government would ex-
tend until September extra fund-
ing through EFIC for credit insur-
ance on a case-by-case basis for
Australian companies exporting
to Indonesia. In February, when
the Indonesian rupiah began to

r ,.fl

decline in value, the government
agreed to provide short-term
trade credit insurance funding for
Australian exporters.

Chris Wordsworth, media ad-
viser:o Mr. Moore, said the In-

dones] an and Australian govern-
ments had signed an agreement in
February that guarantees pay-
ments to Australian exporters,
even 1- EFIC had to cover the

debt. EFIC eventually would re-
cover fhe money from Indonesia
througn the guarantee, he ex-
plaineL.

Mr. Moore said the extra fund-

ing would allow "essential trade
to con:inue between" Indonesia

and Australia.

Private-sector trade credit in-

---fi./ 4..91-&..

surers also are continuing to write
business for exports to Indonesia
but say demand has fallen.

John Rumpler, general manager
of Melbourne, Australia-based
Trade Indemnity Aust. Ltd; a
subsidiary of Sydney-base QBE
Insurance Group Ltd., said his
company is "very selective" in
writing business in Indonesia.

Sydney-based EFIC was estab-
lished by a 1991 federal govern-
ment law to provide credit insur-
ance and risk management advice
to Australian exporters. The in-
surer collects premiums, risk
management fees and interest on
its reserves.

In May, the government allocat-
ed an extra $200 million Aus-

tralian ($121.2 million) to EFIC to
protect Australian exporters trad-
ing in South Korea.

The money is in addition to
$300 million Australian ($181.7
million) allocated Jan. 20, which

is available to July.
Graeme Lawless, EFIC manag-

ing director, said trade with
South Korea traditionally is
backed by letters of credit opened
through South Korean banks, but
credit available to importers in
South Korea has dried up. That
means Australian exporters' de-
mand for coverage from EFIC has
increased, he said.

Industry minister Mr. Moore
said the massive drop in value of

See Trade on nezt page
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Trade rea each year ventures for Asian markets Sentencing ahead
Mr White said QCH has used the Queensland is Australia's pnmary

EFIC facility "for several years," and sugar producer and, in the year from Ex-regulator guilty of taking bribes
Continued from prev:ous page the Increased cover for South Korea June 1996 to June 1997, exported
the South Korean currency, the won, and Indonesia means "a faster flow 71,000 tons to Indonema, and 678,575 COLUMBUS, Ohio-David J included wntmg a 1997 letter
means South Korea is importing less, of product" to those markets How- tons to South Korea Randall, the former deputy director truthfully stating that P-I-E not
which contracts the market for trade ever, m the past two months, in- Meanwhile, private trade insurers of the Ohio Insurance Department, only met the state's solvency stan-
insurers, but he anticipates the Aus- creased economic and pohbcal prob- say they, too, should be able to access wlll be sentenced Aug 4 after dards but adding Incorrectly also
trahan government support for the lems have meant "it has been more the government money that backs pleading gullty earher this month colld more than meet allits pollcy-
EFIC would"be of limited duration " difficult to come by sales," but QCH EFIC to accepting bribes and providmg holder obhgations, Mr Buchman

Tim Fischer, Austraha's deputy Stlll lS exporting to Indonesia, he Trade Indemnity's Mr Rumpler favors to the msolvent P-I-E Mutu- said The medical malpractice mu-
prime minister, said the extra $200 said said although it was "admirable" al Insurance Co and a lobbyist tual was insolvent by an estimated
milhon Australian funding for Korea Gordon Cherry, vice chairman of that the government is Increaslng Mr Randall, who worked for the $2.75 million when it was ordered
Included $70 million Australlan the Australian Cotton Shippers' EFIC's capacity, he thinks all trade department from March 1991 to hqwdated in March (BI, March 30)
($424 milhon) for new Austrahan Assn, said more cotton exporters are Insurers should be able to access the Apnl 1997, faces up to 10 years in Mr Randall also pleaded gullty
beef and horticultural exports prepared to use EFIC's insurance to additional funds pnson on the two bnbery charges to taking one bnbe from Thomas S

EFIC's Mr Lawless said coverage export to Indonesia and South Korea Trade Indemmty lS the country'S He also faces a concurrent six- Strussion, a lobbytst with his own
for South Korean exports was not than in the past largest private-sector credit msurer month sentence for "falsification" consulting fum The bnbes mclud-
limited to any mdustry sector or EFIC's dificult and lengthy ap- and holds 25% of the Australian after lymg to the state mspector ed a $2,000 payment toward Mr
commodities, and every risk applying proval process, previously a deter- market EFIC has 70% of the market, general, accordmg to Franklin Randall's wedding reception, a lap-
for coverage would be assessed rent, has been streamlined, and more and several smaller msurers hold the County Common Pleas Court top computer, plane tickets and at
against EFIC's usual underwritmg exporters are prepared to export to remainder, he said records least partial payment for four stays
entena for commercial credit nsk Indonesia because pohtical unrest Mr Rumpler said Trade Indemnity Mr Randall admitted taking m expensive hotels

South Korea is an Important trade had eased, he said had not reached its capacity hmits tickets for Cleveland Indians base- In return, Mr Randall Intervened
partner gomg through a senous but Some Australian exporters are re- and is still wnting business but that ball games as well as accepting by writing a letter on behalf of Mr
"hopefully short period of difficulty luctant to use EFIC insurance be- all trade Insurers were now forced to transportation and lodging in Strussion's chent, Genesis Health
with trade finance," he said cause it only covers 90% of the value "take a more careful approach to un- Hilton Head, SC, from the insurer, Care, that helped it obtam approval

Ian White, chief operations officer of the export, and they are not pre- derwntmg nsk " said an Ohio Insurance Department frc m the Ohio Department of Hu-
for Bnsbane-based Queensland Cot- pared to carry the nsk of the remam- Trade Indemnity is assessing buy- spokeswoman Mr Randall also man Services to provide Medicaid
ton Holdings Ltd , supports the in- ing 10% themselves, he said ers and risks very cautiously before golfed as the guest of Larry Rogers, services, Mr Buchman said
creased funding QCH is the state of At Queensland's raw sugar export providing coverage, he said the former P-I-E president and 'The Ohio Department feels a
Queensland's biggest cotton mar- marketer, Brisbane-based Queens- The company had investigated the chief executive officer, accordmg to sense of betrayal because of Mr
keter, Austraha exports $350 milhon land Sugar Corp , a spokesman said risks created by currency falls m the Davld Buchman, ,=1 =tant prosecu- Randall's ethical and morallapses,"
Australian ($212 milhon) of cotton to the QSC had benefited from the ex- rest of Asia but still is prepared to tor for hanklin County the department spokeswoman said
Indonesia and $49 milhon Australian tra funding because it made Aus- write coverage m all Asian countnes, The favors Mr Randall provided -By Meg Fletcher
($29 7 milhon) of cotton to South Ko- trahan banks more wl]11ng to finance Mr Rumpler said iN
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RISK ANALYST UNITED STATES BANKRUPTCY COURT ATTENTION
WORKERS COMPENSATION

..A (PROGRAM SPECIALIST 11) SOUTHERN DISTRICT OF NEW YORK MEDICAL STOP LOSS
ADJUSTER $33.862 - $55.992

IN THE PETITION OF DAVID LLEWELLYN MGU'S/PROGRAM
(Career Max)#1Nail Co In Nassau Cly has an excel opply lora MORGAN AND MARK W R SMITH, AS ADMINISTRATORS

16yota Motor Insurance Services, (TMIS) has the following Workers' Compensation Claims Adjuster with Montgomery County's Depart of Finance JOINT PROVISIONAL LIQUIDATORS OF
New Yoik Stale based MGU/Pfogram Administratoropportunity available at our Southern California corporate 5-7 yis exp Responsible for handling claims seeks Risk Analyst to assist m managing STOCKHOLM RE (BERMUDA) LTD, looking to acquire, m develop busness alliliation,headquarters from start to linish including negotiating reserves County's i nsurance program of commer- Case No 95-8-40543 (PCB) with an east coastmedical stoploss MGU/Program

COMMERCIAL and settlements Good communication skills cial and self-insurance Reg B A degree in
NOTICE IS HEREBY GIVEN that

reg'd lor contact with nationwide field offices and
AdmmisalorBus, Finance, or related field & 2yrs exp

INSURANCE PRODUCT MANAGER Insurance carner adjusters PC prolicient a musl in underwriting with an insurance broker, on June 18. 1998. the Bankruptcy Court For more information, call or write m confidence to
Mum-state exp a plus Good sal + beneli s agentkompany, or 2yrs exp in corporate entered an order (the "Order") continu-

YOu will manage the short and long term diredon of all aspects of risk mgmt (An equiv comb of educ & Ing the Preliminary Injunction Orde-
Fax/mail resume w/cover leller and salary

Robe,IW Mentkheim

the Toyota/[exus dealer property and casualty insurance and the exp may be subst ) Contact Office of pursuant to 11 USC § 304 originall, Stop Loss Concepts, IncTMIS wholesale inventory insurance programs to ensure the success reqmnts lo SH/MDB, Fax (516)437-3392, PO Human Resources at (301)217-2240 (TT entered m this case on February 24, 1995Box 9006, Woodbury, NY 11797 EOE for hearing impaired (301) 217-1094) to The Order shall remain in effect pending 5860 Hentage Landing Drive
of those programs in line with Company objectives. This indudes receive application which must be submit. a hearing scheduled to be held on East *mouse, NY 13057
managing all program requirements with all key departments ted by the close of bus on 7/15/98 to Risk December 7,1998 at 2 30 p.m before the (315)449-3406 • Fax (315)4494921
Regulatory Affairs, Accounting/Finance, Sales/Marketing, Legal, -9 Analyst, Ann 08368010, Mont Co Office Honorable Prudence Carter Beatty. in theSystems and Actuarial Addtionally, you will set policies and r-INSURANCE OPERATIONS OFFICER 1 of Human Resources. 101 Monroe Street, Alexander Hamilton Custom House, One

7th FIr, Rockville, MD 20850 EOE M/F/H Bowling Green, New York, New York An /procedures for the management and administration of all 8,essStrong reglonal camer seeks Insurance person wishing to obtain a copy of the
programs professional to direct Marketing/underwriting Order should contact Ivy Kepner a:

operations. Marketing/underwriting experience TIN (212)504-6402
Requires a minimum of 10 years' propert, and casuaty insurance m commemal lines a must along with strong
product management and/or underwndng ekperienoe, familiarity ,

we re on CADWALADER, WICKERSHAM & TAFT Circulation Breakdown
management/people skills and computer 100 Mallen Lane Commercial Consumers

with dealership operations and actuarial/underwriting prinaples, literacy

ability to effedvely manage the programs across all insurance »e #ell New York, NY 10038 Administrative

Tel (212)504-6000 CEO s Presidents and Owners 2710
Attractive package including defined

Fax (212)504-6666
Vice Presidents General Managers and

disciplines, and a Bachelors degree in Business Administration/ incentive compensation formula Other Administrative Personnel 5122

related field or equivalent experienoe Must be profident with Lotus Reply in confidence to
Attention Kenneth P Coleman, Esq

Financial
Lisa C Dorr, Esq

Notes, Word and Excel Previous automotive indush emerienoe Business Insurance, Box 3077, Businesslhsurang un«ne. Chief Anancial Oificers and Vice Presidents

01 Anance 5429
740 N Rush Street,and CPCU designation are desirable Secretanes Treasurers controllers and

- Chicago, IL 60611-2590  www.businessinsurance.com other Financial Personnel 4145

TMIS offers a mmpebtive salary and an outstanding benefits RisIUEmployee Benelits
Vice Presidents, Directors Managers and otherpackageinduding medical, dental, vision and life insuranceas well as LEGAL NOTICE

*. Cl.%

LEGAL NOTIC£*2 related department personnel of insurance nsk,

401kand pension plans Foroonsiderabon, pleasesendyourresume PROFESSIONAL LIABILITY employee benefits personnel compensation,

pension, safely secunty industrial relationswith salary requirements to 16yota Motor Insurance Services, CLAIMS MANAGER human resources and employee/
Attn: Human Resources, Dept CPCIPM, 19001 South Western UNITED STATES BANKRUPTCY COURT SOUTHERN DISmICT OF NEW YORK labor relations 14748

Avenue, P.O. Box 2991, Torrance, CA 90509-2911, or FAX to: / EmCare, Inc, a national physician practice Sub-total 32,154
management company for emergency IN THE PETmON OF ANTHONY JAMES MCMAHON AND PHIUP WEDGWOOD WALLACE, AS Associations 286

(310) 787-3507. EOE M/F/HN  phys,cians, is seeking a professional habil- JOINT PROVISIONAL LIQUIDATORS OF ANGLO AMERICAN INSURANCE COMPANY LIMITED, Government Unions and

I ity claims manager This ob will be based Educational Institutions 1,019

illl m EmCare's headquarters m Dallas, Texas Case No 97-8-41556 (PCB)

TOYOTA TMS Commercial Consumers
I Candidates should have experience m NOTICE IS HEREBY GIVEN thal on June 18,1998, the Banknuptoy Coutlenleted an ordet (the Sub-total 33,459

MOTOR I managing medical malpractice cases and 'Order) con[Inuing the Preliminary Injunction Ofdet pursuant to 11 USC §§ 105 and 304(b) originally Insurance Agents and Brokers 8,083

INSURANCE I interacting with physicians In addmon, Insurance Companies 6933

I candidates should have experience In con- entered m this case on March 19,1997 The Order shall remain m elled pending a hearing scheduled lo be Accountants Actuanes
SERVICES I ducting physician risk management semi- held on December 7, 1998 at 230 p m before the Honorable Prudence Carter Beatty, in Ihe Alexander Attorneys & Consultants 2,705

I nars Salary and bonus potential will be Hamilton Custom House, One Bowling Green, New York, New York Any person wishing loobtainacopyol Adjustens Appralsers, TPAs Captive Managers
& Health Care Providers 1,578

Working as one to be fri. I commensurate with experience and qual,- the Older should conlact Mary Ann Elliott al (202)862-2342 Others Allied to the Reid 757

I fications Candidates should send their re-

sumes and compensation history to CADWALADER, MCI(ERSHAM & TAFT Total Qualined 53,515

100 Mat(len lane Non qualified/Paid Subscnptions 14

General Counsel
Ne# Yok New YoN 10038

Single Copy Sales 27

EmCare, Inc TOTAL CIRCULATION 53,556

1717 Main Street Tel (212)50+6000
Suite 5200 Fax (212)504-6666 * Bounce Business/Occupational

breakdown of quablied circulation,

BUSINESS INSURANCE CLASSIFIEDS ASSURE TOP QUALITY RESULT Dallas, Texas 75201 Allention Kenneth P Coleman, Esq November 24 1997 issue as
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Gen Re South Africa, said Don Watson, di- company," Mr Ahlmann said der to continue to be sensitive to market to increase its underwnting
rector at rating agency Standard & "General Re is not a dumb rein- their clients," said Willis T King risk limits will most likely put sig-
Poor's Corp in New York He said surer They're not going to sell Jr, vice chairman-sales at reinsur- nificant pressure on the remaining

Continued from page 3 he expects the reinsurer to use the things cheaper because they're ance intermediary Guy Carpenter competitors," Mr Murray said
know if there would have been a deal as an opportunity to grow, owned by Warren Buffett," said & Co Inc in New York " He added, "Let's not forget that
matenal difference if, say in '96, we particularly in Asia and South William L Munson, chairman, Meanwhile, the extent to which broker consolidation has resulted
were willing to put out larger lines Amenca president and CEO of Momstown, General Re involves other reinsur- in a smaller number of powerful
or capacity," while last year, not "I think what we're looking at is N J -based Toa-Re Insurance Co of ers in its treaties now will depend brokerage firms, but the degree of
having added capacity "might have growing the insurance industry on America "They still have to earn a on the situation, said Mr Watson fragmentation in (in the reinsur-
had a modest effect " a global basis, and for these players good return on what they're doing " In combination with National In- ance) market may be unsustain-

"It's really more building for the to really be truly serving the mar- Steven Bolland, senior vp of rein- demnity, General Re potentially able "
future here," said Mr Ferguson kets around the world, you're gomg Others say the deal will not have

Joseph P Brandon, General Re to need the kind of financial re-  a significant impact on other rein-
senior vp and chief financial offi- sources that Berkshire Hathaway
cer, said that just by retaining its brings to the table," said Mark Pro forma financial summary surers

"I don't see a lot of problems that
capital next year instead of paying Charron, a principal with Deloitte aren't already there for the rest of
out money in dividends and stock & Touche LLP -Risk Management

Dollars In millions
the industry," said William J

repurchases, General Re probably Consulting Services in Hartford, Berkshire Adamson, CEO of CNA Re, a unit
will add $1 billion to its capital Conn Hathaway General Re Pro forma  of CNA Financial Corp m Chicago
base There will be tax advantages to IMarkd - The challenges facing this market

"General Re can now withstand the deal as well "There's enough over what to do with its excess cap-
considerably more earmngs volatil- taxable Income in the Berkshire capitalization $98,055 $16,935 $119,855* ital are the same as before the deal

ity and can reduce some of its cost Hathaway Group you don't have (June 14 1998) . , , was announced, said John Smith-
of retrocessional coverage It allows to worry about doing suboptimal
General Re to entertain larger, investment strategies to get your- Cashand .£-in 4 .-vt,Yqp son, chairman of Philadelphia-

based PMA Re Corp
more-complex risks and to put out self in the best tax position," said a invested assets $51,501 $24,931 $76,432 Reliance's Mr Steinberg said, "I
larger limits," said Weston M Gen Re spokeswoman (March 31,1998) don't think lt will have an impact

i I T .... I .r ./4 I ' .

Hicks, an analyst with Sanford The deal benefits Berkshire on the market other than it may
Bernstein & Co in New York Hathaway also, said Russell R 1997 1 ",1/ 2,91/VT*'7495$.,1/l'11/9/F/LIF/9 U 4 4 4 */ /1,/ 9 1-//rpi- - in

lead to more consohdation, which I

"I would say it was a deal that Miller, chairman of San Francisco- Net premiums $4,852 $6,545 $11,397 think would happen anyway"
was virtually impossible to predict based Russell Miller Corporate Fi- written "It won't kill the broker market

-._L,
but one that you look at in hind- nance Inc "They've substantially I lust think it will further solidify
sight and say, 'Why didn't I think of reduced the risk that any one catas- 1997 General Re's already-solid posi-
that?' " said Ron Frank, an analyst trophe will diminish their earnings operating $1,292 $983 $2,275 tion," said John L Ward of the

with Salomon Smith Barney m and overall net worth," which lS earnings Cincinnati-based Ward Financial

New York something Mr Buffett had warned Group
Source Berkshire Hathaway/General Re ' Following General Re shares' expected conversion to Berkshire stock

"General Re was clearly a com- about in his annual report, Mr Tal P Piccione, president and
pany that was laborrng to a signih- Miller noted CEO of reinsurance intermediary
cant degree under the constraints "They also now have a lot more surance intermediary Gill & Roeser will have larger capacity for as- U S Re Corp in New York, said he
imposed on its business by the pub- investment capital to marshal for m New York, agrees "Neither the surnlng single nsks, and other large thinks the deal will not have a ma-
lic market and rating agency de- acquisitions if they're investment- management of General Re nor reinsurers could possibly be left lor impact on the broker market
mands By bringing Berkshire's to- mmded," he said Warren Buffett are stupid people, out "People no longer want to put their
tal focus on economics vs reported Both Mr Ferguson and Mr Buf- and they're not going to push the Royal's Mr Graham said, eggs in one basket," he said "I
earnings, as well as its huge and fett emphasized that this deal will market down," he said "What think it would strengthen their don't see a monopoly of power, nor
unquestioned AAA balance sheet to not mean any essential change in they're going to do is maximize ability to be an even greater pres- do I see a death knell "
the table, Mr Buffett has in one fell General Re's underwriting ap- their investment return on the in- ence on many individual insurance "I don't think it'S going to have
swoop freed General Re from those proach General Re does not intend vestments they had," which they company programs, but you could any impact, because it wasn't con-
shackles," said Mr Frank to change its underwriting and cannot do if they lose money on un- say it's up to the individual insur- solidation It's just a company tha:

Mr Frank said General Re is go- pricing policies, said Mr Ferguson derwnting ance company to decide whether went private," said Richard E
ing to be able to do in a macrocosm "It's an issue of having an appro- General Re clients say they have that's important for them or not " Cole, chairman and CEO of Stam-

what Berkshire Hathaway's Na- priate amount of capital and ca- no problems with the deal Some beheve the deal w111 impact ford, Conn -based Chartwell Rein-
tional Indemnity Co, which has fo- pacity behind you when the deal "I would say that we look at it as small, broker market relnsurers surance Co

cused on catastrophe coverage, has terms are correct," he said a positive move," said David Gra-
.

It's going to pose a real chal- But the deal could lead to fewer

done in a microcosm, "and that is Mr Buffett said "General Re has ham, vp at the Royal & Sun- lenge to the broker markets, where publicly held reinsurers, said
put down large lines where appro- been as disciplined as anybody in Alliance USA,in Charlotte, NC risks, especially large nsks, tend to Michael Smith, an analyst with
priate, without regard to either this business, and it is built mto the He is the reinsurance buyer for the be parceled out in pieces," said Sa- Bear, Stearns & Co m New York
retrocessional availability or culture, and we have no wornes U S operation lomon's Mr Frank "To the extent He noted General Re will now Join
volatihty of earnings" that the presence of a big plggy "We always viewed General Re these companies already faced a American Re Corp and Employers

The deal also will enhance Gen- bank will cause that to change I as a quality company with impec- 'bigger is better' challenge, they Reinsurance Corp in ownership by
eral Re's international presence would worry with some other peo- cable security," he said "I would certainly face it now, and one a bigger entity, and together these
During the news conference, Mr ple, but I have no worries about not doubt that it'11 strengthen their would have to think they will have three reinsurers alone account for
Ferguson said General Re plans to that " ability to broaden their market some greater sense of urgency more than 40% of the premium re-
use the new capital to put "more Kai Ahlmann, chairman, presi- presence and increase their support about combining m various ways ported by the Washington-based
people on the ground " He cited de- dent and CEO of Overland Park, of key chents hke ourselves " to form larger entities," he said Reinsurance Assn of America

veloping nations in particular Kan -based Employers Reinsur- New York-based Reliance Insur- This could be a "wake-up call" Other publicly traded reinsurers
General Re already owns or con- ance Corp, said, "Warren Buffett is ance Group, which has a "huge re- for broker market reinsurers, now will have to decide whether to
trols 78% of Germany's Cologne known to buy something and then lationship" with General Re, has agreed Alan Murray, vp at rating continue to try to compete, and see
Re, which does business from 3710- leave it alone, and if that is the been "absolutely assured that this agency Moody's Investors Service their clients leave, see their stock
zations m about 150 countries case, I don't see a lot of changes " Meal) will only advance the rela- Inc in New York "The capital of value decline, or be acquired them-

General Re has a "very substan- "I don't think the underwriting tionship," said Robert M Stein- the combined entity will exceed selves, Mr Smith said
hal presence" in Europe and the culture and the high business stan- berg, its chairman and CEO that of the rest of the entire U S "We could well be seeing the be-
United Kingdom through ltS dards of General Re are in any way However, now that General Re is reinsurance industry combined, ginning of the disappearance of the
Cologne Re affiliation, and it is a going to change It's a very good even bigger, "it'11 be interesting to and (Gen Re's) ability to reduce its reinsurance industry from the stock
significant player in Australia and company, it w111 remam a very good see how their culture changes in or- dependence on the retrocessional hstmgs," he said

 Deal tied to stock prices of companies
STAMFORD, Conn -The ac- fore the deal was announced, Gen vantage and sends a terrific mes- sonable," said John L Ward, CEO certainty," said Jay Cohen, an in-

quisition of General Re Corp for Re's stock had closed at $220 25 a sage to clients and potential chents of the Cincinnati-based Ward Fi- surance analyst with Memll
approximately $22 billion in stock share, down $3 25 Berkshire Class around the world who are thinking nancial Group "It's a big premi- Lynch in New York
by Omaha, Neb -based Berkshire A stock closed up $1,900 at who's going to be around to pay um, but Gen Re was an outstand- "It almost doesn't matter" what

Hathaway Inc 15 a good one for $80,900, which would yield Gener- . - ing operation, so I'm not surprised happens to the share pnce, howev-
both sides, say analysts and others al Re holders $283 15 a share On there's a premium on the deal er, assuming the parties are com-

General Re shareholders wnll re- Friday, June 26, Gen Re stock 'it's a big premium, but Ronald Frank, an analyst with mitted to the deal, said Russell R
ceive about a 29% premium for closed at $25703 a share while Salomon Smith Barney in New Aaller, chairman of San Francisco-
their stock Terms of the deal, Berkshire closed at $78,005

Gen Re was an
York, said, "I think the General Re based insurance investment bank

which is subject to regulatory and On June 19, after the deal was outstanding operation, deal confirms that genuine fran- Russell Miller Corporate Finance
i shareholder approval, call for them announced, 900 shares of Gen Re chises, even in a difficult market, Inc

to have the option at closing, ex- stock were traded on the Pacific so I'm not surprised,' can command premium valua- Most observers say arbitrageurs,

pected in the fourth quarter, of ac- Stock Exchange at $275 a share, says John L. Ward. tions " who try to profit from changes in
cepting either 0 0035 Class A but the trade was reversed, a Gen- **11 Analysts generally do not expect the stock price of acquirers and
shares or 0 105 Class B shares of eral Re spokeswoman said The 4 any dramatic changes m the stock their takeover targets, are not ex-
Berkshire for each Gen Re share transaction apparently was an er- price of both companies between pected to play a signihcant role be-
That would work out to Gen Re ror, because tradmg had been halt- claims 10, 15, 20 years from now " now and the closing tween now and the closmg
shareholders holding about 18% of ed at that pomt, she said Gen Re was eager to do a stock However, "between now and They are likely to be interested
newly issued Berkshire stock, At the news conference, Mr Buf- deal, said ltS chairman and chief then, I can guarantee the interest only if the dealis gomg to break up
Berkshire Hathaway Chairman fett said, "By using stock, not a executive officer, Ron Ferguson It rate environment 8 going to or another buyer comes in, and
Warren Buffett said at the news dime of equity is leaving the com- was "almost a requirement, I change, there could be more news neither iS expected, said Mr Co-
conference announcing the deal bined enterprises, and we think would say " on consohdation, there could be a hen

On Friday, June 19, shortly be- that's a significant competitive ad- "The 29% premium seems rea- big humcane, so there is some un- -BY Judy Greenwald
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Texas The lawsuit, originally filed m and pocketed the rest of the pro-

E. coli taint 1996 in State court in Austin, ceeds from the trust
charged that the defendants ad- The lawsuit says the sisters

Cont:nued from page 2 vised sisters Tracy Streber and were racking up not only tax
defendants to undisclosed limits Terry Delony that they owed no penalties but also legal fees over

hits deli, park by Coregis Insurance Co and New taxes on $1 7 million they each re- the 10 years their attorneys fought
England Insurance Co would ap- ceived in 1985 from a real estate the IRS Mr Hunter charged them
ply, but "they don't have enough trust set up by therr father more than $300,000, according to
to cover this award," Mr Castro In 1991, the Internal Revenue court papers

By GEORG SZALAI Water Recreation Park on June said The lawsuit charged that the
11 and 12 Defense attorneys could not be  defendants "failed to tell Terry

CHICAGO-A Chicago-area Five of the children were diag- reached to comment on the case
The suit says the sisters and Tracy that numerous other al-

dehcatessen wlll face additional nosed with a complication that As of late last week, no appeal ternatives existed" in fighting the
scrutmy before reopemng, and a affects blood and ladneys had been filed racked up penalties taxes "For example that they
Georgia water park may imple- "The outbreak was linked to The $18 million award ranks as and legal fees for the had the option to pay the amount
ment additional safety proce- one or two children defecating one of the largest verdicts in a le- of capital gains tax and sue the
dures after recent outbreaks of mto a kiddie pool," said Dr Vir- gal malpractice case, according to 10 years their attorneys government for a refund of the
E coli bacteria were traced to ginia Galvin, director of the Jury Verdict Research, a Hor- fought the IRS. taxes paid," the papers state
the two entities Cobb County Board of Health sham, Pa -based firm that main- In each of several "misrepresen-

Government health authori- Tests of the water systems tains a database of verdicts and tations and failures to disclose,"
ties still are mvestigating the showed that the park met all hy- settlements from personal injury the lawsuit charges, the defen-
causes of the E coli outbreak glene standards "They found we claims Service won a ludgment of $1 6 dants "profited from rendering
traced to Iwan's Dell & Catering were not negligent in any way," The database doesn't Include million from each of the sisters, an such advice in a manner that was
in suburban Orland Park, Ill, said Marketing Director Deedie every verdict, so it is not known amount representing taxes and negligent, grossly negligent and in
said a spokesman for the Cook Dowdle whether the recent award lS the penalties owed on the proceeds breach of their fiduciary duty" to
County Department of Public The chlorme levels m the pools largest rendered It lS the highest from the trust the sisters

Health in Chicago The met normal standards but were among those tracked by Jury Ver- Mr Castro said the amount was The Jury awarded the sisters
spokesman said it lS the largest overwhelmed "At the levels at diet Research, ranking above two later lowered to $1 million each, $1 6 million in actual damages
E coli outbreak mU S hstory which chlorine could have pre- other Texas verdicts that each and the sisters have each paid and $164 million in punitive
in terms of the number of the vented this outbreak, lt would topped $17 million And while about $510,000 of the penalties damages
people affected have harmed children," said Dr Jury Verdict tracks the awards Interest continues to accrue on the .

Authonties m Marietta, Ga, Galvin made by the jury, it does not track remainder that is owed, he said Tracy Parker Streber and Terry
Ms Dowdle refused to discuss whether awards were later re- Mr Castro said that if the sis- Parker Davis Delony us Edwin

liability coverage, but she said duced or if cases were settled for a ters had been given proper advice Hunter et at, US Distnct Court

Health officials
no lawsuits had been filed so far lower amount prior to appealing a in the beginning, they could have for the Western Distnct of Texas,

After the outbreak, the park verdict paid taxes of about $365,000 each ant actwn No A-96-CA-476SS

estimate that 5,400 asked engineering experts to in-

people in the vestigate ways to improve water
safety, Ms Dowdle said The in- Texas comp accord gets nod;

Chicago area were vestigation still is in progress It
also will permanently stop ad-affected by the food. mitting any groups of cldren
not with their families because similar suit filed in Georgia
of the greater difficulty in indi-

are looking into their own series vidually monitoring children in AUSTIN, Texas-Texas employ- The refunds come on top of those practices The suit also names the
of sudden E COll Infections large groups, she said ers could get refunds of as much as already ordered for surpluses m National Council on Compensation
traced to the White Water Several similar incidents of $131 million in a settlement with 1993 and 1994 (BI, March 16, July Insurance, which administers
Recreation Park sudden illnesses have been re- the state's residual market insur- 28, 1997, July 14, 1997) Georgia's residual market pool

Health officials said potato ported recently ers Liberty Mutual Insurance Co "The allegations against NCCI
salad is the likely source of the Last week, during a luncheon The settlement got preliminary and Orion Group are not partici- are clearly without merit and have
outbreak traced to Iwan's Deli at Swissotel New York, 28 approval earlier this month by pating in the settlement but have absolutely no basis m fact," said
As of Friday, 5,400 people were lawyers were taken to a hospital Travis County District Court complied with a Texas Depart- Terrence Delehanty, vp, associate
affected, with the number still with an adverse reaction, most Judge John K Dietz It calls for ment of Insurance order to refund general counsel for the Boca Ra-
rising, the health department likely to tuna, though lab tests 197 insurers that wrote retrospec- amounts owed to employers while ton, Fla -based association "Our
spokesman said are not complete A spokeswom- tively rated policies for about they continue to htigate the issue activities are, and always have

The deli catered the salad to an said the hotel had liability 2,000 employers in 1991 and 1992 Once the settlement gets final been, openly scrutinized and law-
533 parties and sold it over the coverage, but she refused to give to refund surplus amounts record- approval, expected in July, the in- ful in every respect NCCI contin-
counter during the first week of details ed by the Texas Workers Compen- surers will have 30 days to make ues to be focused on providing a
June, the spokesman said Tests proved the hotel kitchen sation Insurance Facility in those the refunds viable workers compensation envl-

No one could be reached at met all hyglene standards, said a years In a similar action, a group of ronment in Georgia, and we will
Iwan's "They closed voluntanly spokeswoman for the New York The facility stopped wnting cov- national employers with opera- vigorously defend against such
the day we got first reports," the City Department of Health erage at the end of 1993 and is run- tions in Georgia lS seeking class- spurious and manufactured claims "
spokesman said "The problem was probably that ning off ltS business It was re- action status in-their suit against A spokeswoman for Georgia In-

Authorities are analyzing the fish was not properly refrig- placed by the Texas Workers' 91 Insurance compames they claim surance Commissioner John W
samples from the deli to deter- erated after it was caught," she Compensation Insurance Fund defrauded them of more than $1 Oxendine's office said the state In-
nune whether the potatoes' han- said The Texas Department of Insur- billion in workers compensation surance Department learned of the
dling by Iwan's or by a distribu- Three fish distributors are un- ance determined that $131 rmllion premiums employers' complaints only after
tor led to the contamination der investigation, said a was owed to pollcyholders In their suit, filed earlier this the suit was filed "We're current-
"We will recommend specific spokeswoman for the New York Scott M Clearman, an attorney month in Richmond County, Ga, ly looking into the matter," she
measures, which Iwan's has to City District Office of the U S with McClanahan & Clearman Superior Court in Augusta, the said "If anybody has a complaint,
meet to reopen," the spokesman Food and Drug Administration L L P in Texas, who represented employers claim the insurers over- they should call the commission-
said The hotel sees no need to employers, said, based on mforma- charged them for their retrospec- er's consumer services division "

In an outbreak of the more change any procedures "No tion provided to the court by m- tively rated workers comp insur- "None of these plaintiffs filed a
virulent form of the bacteria, E faults were made by the hotel surers, the settlement may reach ance policies since the mid-1980s complaint with the commissioner
coll 0157 H7, in Georgia, 10 chil- We have no reason to take any only about $85 milhon The group is seeking compensato- ahead of time," the spokeswoman
dren were confirmed sick, nine measures," the hotel spokes- Mr Clearman and other attor- ry and punitive damages, legal said "They didn't mvolve us at all"
of them after visiting the White woman said neys will collect 10 34% of the set- costs and an end to what they al- -By Michaet Bradford

tlement amount m fees lege are illegal billing and business and Rodd Zolkos

Roofing materials, not sprinkler, blamed in casino fire
By DAVE LENCKUS Vegas business interruption losses at Gold Strike personnel saw tion snapped the sprinkler sys-

Fire investigators initially were between $20 milhon and $30 mil- propane-fueled torches that had tem's three-Inch main water pipe,
LAS VEGAS-Fire investiga- concerned that the system was lion But an official with Gold been used the previous day in a Mr Hall said

tors have "initially determined" not designed to throw enough Strike's property insurer, Affili- roofing proect lying near the The sprmkler system had up-
that roofing materials caused a water on the Gold Strike's roof ated FM Insurance Co in Wood- structure a few hours before the right heads designed to control
blaze that gutted a Las Vegas- line (BI, June 22) land Hills, Calif, said that esti- fire began roof fires, Mr Hall said If the
area casino earlier this month An early-morning fire at the re- mate sounds high The unenclosed structure was derrick had not collapsed, the
and no longer think the design of mote facility on June 16 gutted its According to Mr Hall, the fire not outfitted with a spnnkler sys- sprinkler system would have had
the casino's sprinkler system was 40,000-square foot casino and did not begin on the ground and tem, but that did not violate local "no problem" controlling the fire
a contnbuting factor caused heat and smoke damage to climb an exterior wall, as fire of- fire codes, Mr Hall said A sprin- until firefighters amved, he said

The system activated and a few of the inn's 178 guest ficials initially suspected based kler system generally would be Because of the facility's remote
would have controlled the fire at rooms No one was injured in the on eyewitness reports He said the ineffective in controlling a fire in location, the response time of the
the Gold Strike Inn & Casino had blaze The entire facility, about fire began on the roof at the base an unenclosed structure, because nearest fire department lS 15 to
not a fire-ravaged decorative 25 miles south of Las Vegas, in of a decorative wooden structure not enough heat would build up 20 mmutes The response time for
rooftop structure collapsed, caus- unincorporated Clark County, mmulatmg a mme demck to activate the system in time to the Clark County Fire Depart-
ing the system's main water pipe has been closed indefinitely The department is "95% sure" do any good, he explained ment, which has primary respon-
to burst, said John Hall, deputy A fire department spokesman that roofmg repair equipment left As fire consumed the structure, sibility for unincorporated areas,
fire marshal with the Clark said the Gold Strike's owners es- on the casino's roof sparked the lt collapsed onto the casino's roof is flve to 10 minutes longer, a fire
County Fire Department in Las timated property damage and blaze, he said Mr Hall noted that The resulting violent roof vibra- official has said
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Seeing signs
of a market turn
Risk managers have to 1mow something is up.
The signs should be clear even to those who don't watch

"The X Files" or suffer from paranoia. For those of you still
in the dark, Ill tell you what the signs point to: a plot by those
in the know to take control of the insurance world and raise

prices with abandon.
Consider the evidence. Banks chomping at the bit to enter

the insurance marketplace, spending their hard-earned mon-
ey to lobby lawmakers to let them have a piece of the pie.
Lehman Brothers forming a reinsurance company in Bermu-
da, while other investment bankers set up special-purpose
reinsurance vehicles in the Caymans. And to top it off, leg-
endary investor Warren Buffett is jumping headlong into the
fray with a $22 billion acquiRition of General Re.

Theseinvestors aren't in the business of making money-los-
ing business decisions or investments.

Then there are the umpteen mergers and acquisitions roil-
ing the insurance industry as companies jockey to gain ever
bigger shares of the market. Look at Travelers and Citibank.
Zurich and BAT. Winterthur and Credit Suisse.

It seems ludicrous if one looks at the prices being charged
in today's market that anyone would want to get into the in-

surance business. Rates are incredibly
low-and have been for years. Even auto
insurers like State Farm are rebating
hundreds of millions of dollars to policy-
holders.

Can investing barely break-even premi-
ums be that lucrative? It's quite a gamble
to spend billions of dollars to acquire an
insurance company on the bet that the
stock market is going to continue to scale
new heights and keep yielding record in-
vestment returns.

So how are they going to make money with all of these new
and bigger insurance companies? From you, of course.

The only answer I see is that they somehow know rates are
going to go way up. Raising rates is how insurance companies
used to make money, in what many an insurance executive
no doubt fondly recalls, with a tear in one eye, as "the good
old days."

The question then becomes, What will drive rates up?
It can't be that the insurers all suddenly decide to unilater-

ally raise rates. They tried that in the 1980s and found them-
selves embroiled in massive antitrust litigation with the
states.

It could be that they are in league with the meteorologists
and seismologists of the world and have some inside dope on
when the Big One will hit. The Big One being any of major
natural calamities, such as a big earthquake or hurricane,
striking a heavily insured U.S. population center. Or, if one
is to lend credence to recent Hollywood fare, a volcano
emerging in any of a number of urban centers or big asteroids
heading for a planet near you.

Perhaps insurers have been rereading their old liability
policies and have stumbled across a ticking time bomb of an
exposure that is inevitably going to explode, creating losses
of a magnitude that will trigger a hard market. For example,
do we really believe that insurers were savvy or prescient
enough before the Surgeon General's warning on tobacco to
exclude from coverage liability for smoking-related claims?
Or that tobacco companies would not even try to tap old lia-
bility policies for their hundreds of billions of dollars in lia-
bilities?

Or maybe they 1mow the Year 2000 problem is going to be
a lot worse than anyone has imagined and the resulting fi-
nancial and societal meltdown will create a seller's market.

Maybe it's just as simple as knowing that many insurers af-
ter years of low pricing and cutthroat competition are near-
ing bottom, or will make that hard landing if the stock mar-
ket turns, and rates will have nowhere to go but up. "Buy
low, sell high" is the investor's credo.

Or all of the above.

Whatever the catalyst may be, the signs are there that there
is money to be made in insurance. And you can bet you will
pay a lot more for insurance in the near future. Because
they're betting on it.

Editor Paul D. Winston and Publisher and Editorial Direc-

tor Kath?yn J. Mcintyre publish columns on alternate weeks.

Title VII
Continued*ompage 1
applauded by business groups.

"The court really sets out the frame-
work for litigating these cases, and
provides a way for plaintiffs to claim
employer liability, as well as defense
for employers that have adopted rea-
sonable procedures to prevent hai-ass-
ment. This is an area of law that has

been confusing in the courts, and
we're thankful that the court has laid

down some clear principles to apply,"
said Quentin Riegel, deputy general
counsel for the National Assn. of

Manufacturers in Washington.
The Faragher case involved a for-

mer municipallifeguard who alleged
sexual harassment at the hands of her

immediate supervisors but who did
not pursue a complaint up the chain
of command (BI, March 30). Two
years after leaving her employment,
however, Ms. Faragher sued the city
of Boca Raton, Fla., for allowing the
creation of a "sexually hostile atmo-
sphere" despite the facts that she had

not pursued her claim while employed
and that the city had a written policy
against sexual harassment.

The Etterth case involved allega-
tions of so-called "quid pro quo" sex-
ual harassment, in which an employ-
ee is pressured to submit to a supervi-
sort sexual advances to avoid retalia-

tion (BI, April 27). Ms. Ellerth charges
she was crudely approached by her
immediate supervisor but rebuffed his
advances. She did not, however, suf-
fer negative job consequences and, in
fact, was promoted before she left
Burlington Industries.

Like Ms. Faragher, she never pur-
sued her complaint up the company's
chain of command despite being
aware of Burlington's anti-harass-
ment policies. Also like Ms. Faragher,
she later sued her former employer,
claiming it had violated Title VII.

Writing for the majority in Etterth,
Justice Anthony Kennedy wrote that
the "terms'quid pro quo' and'hostile
work environment' are helpful, per-
haps, in making a rough demarcation
between cases in which threats are

carried out and those where they are
not or are absent altogether, but be-
yond this are of limited utility" and
noted further that those terms appear
nowhere in the Civil Rights Act.

After discussing the nature of prin-
ciples of vicarious liability, whereby
an employer is responsible for the ac-
tions of its supervisory personnel, Jus-
tice Kennedy spelled out the defense
an employer can take in such cases.

"(We) adopt the following holding
in this case and in Faragher us. Boca
Raton, also decided today. An em-
ployer is subject to vicarious liability
to a victimized employee for an ac-
tionable hostile environment created

by a supervisor with immediate (or
successively higher) authority over the
employee.

"When no tangible employment ac-.
tion is taken, a defending employer
may raise an affirmative defense to
liability or damages, subject to proof
by a preponderance of the evidence
....The defense comprises two neces-
sary elements: (a) that the employer
exercised reasonable care to prevent
and conect promptly any sexually ha-
rassing behavior; and (b) that the
plaintiff employee unreasonably
failed to take advantage of any pre-
ventive or corrective opportunities
provided by the employer or to avoid
harm otherwise.

.While proof that an employer had
promulgated an anti-harassment pol-
icy with complaint procedure is not
necessary in every instance as a mat-
ter of law, the need for a stated policy
suitable to the employment circum-
stances may appropriately be ad-
dressed in any case when litigating
the first element of the defense. And

while proof that an employee failed to
fulfill the corresponding obligation of
reasonable care to avoid harm is not

limited to showing any unreasonable
failure to use any complaint proce-
dure provided by the employer, a
demonstration of such failure will

normally suffice to satisfy the em-
ployer's burden under the second ele-
ment of the defense.

"No aEfirmative defense is avail-

able, however, when the supervisor's
harassment culminates in a tangible
employment action, such as dis-
charge, demotion, or undesirable re-
assignment," the opinion stated.

The decisions, both of which drew
dissents from Justice Clarence

Thomas and Chief Justice William

Rehnquist, allowed Ms. Ellerth to
continue pursuing her case and rein-
stated Ms. Faragher's case.

In his dissent in Etterth, Justice

Thomas blasted his colleagues.
"The court today manufactures a

rule that employers are vicariously li-
able if supervisors create a sexually
hostile work environment, subject to
an affirmative defense that the court

barely attempts to define. This rule
applies even if the employer has a pol-
icy against sexual harassment, the
employee knows about that policy
and that employee never informs any-
one in a position of authority about
the supervisor's conduct. As a result,
employer liability under Title VII is
judged by different standards de-
pending upon whether a sexually or
racially hostile work environment is
alleged. The standard of employer lia-
bility should be the same in both in-
stances: An employer should be liable
if, and only if, the plaintiff proves that
the employer was negligent in permit-
ting the supervisor's conduct to oc-
cur," wrote Justice Thomas.

Employment law experts, however,
tend to view the majority's detailing
of the Affirmative defense as a signifi-
cant positive development for em-
ployers.

"One important aspect of this case
is that it is the first time that the court

has placed a burden on the employee
to come forward and complain about
sexual harassment to the employer,"
said Sussan Mahallati Kysela, labor
counsel for the National Chamber

Litigation Center Inc. inWashington.
"The decisions also encourage em-
ployers to implement sexual harass-

ment policies and to take steps to
combat sexual harassment in the

workplace. The affirmative defense is
good for employers because it appears
that employers that take action to
prevent sexual harassment may not
be held liable," she said.

"I don't think it exposes employers
to more serious litigation liability,"
said Cynthia Glass Bivins, chair of the
Chicago-based Defense Research In-
stitute's Employment Law Commit-
tee.

"I think that most employers cur-
rently are very liability-conscious re-
garding sexual harassment cases. I
think most employers already have in
place policies and procedures for em-
ployees to follow if they believe that
have been sexually harassed, and be-
cause of that, most employers, I think
are in a pretty good position," said Ms.
Bivins, who is also a partner in the
San Antonio office of Dallas-based

law firm Jenkens & Gilchrist.

Another employment law expert,
however, said that the opinions will
mean new headaches for employers.

"What a gift to the plaintiHs' bar,"
said Gerald L. Maatman Jr., a partner
in the Chicago law firm Baker &
McKenzie in charge of the firm's em-
ployment law practice.

"I believe it is a gift to the plaintiffs'
bar because potentially, the Supreme
Court could have adopted positions to
dramatically cut back on sexual ha-
rassment litigation. I believe it also
now makes the jobs of the human re-
source manager and risk manager
even more important than before be-
cause of their jobs in disseminating a
sexual harassment policy, making
sure all employees are aware of it and
diligently responding by way of inves-
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tigation of any complaints," he said.
In spite of the prospect for in-

creased litigation, Mr. Maatman
added, "I think that on the merits and
on the facts, employers now will b€
able to defend themselves in front 01

the jury if they have good policies and
good protocols for enforcing those
policies."

The two cases were the third and

fourth sexual harassment cases decid-

ed by the Supreme Court during its
just concluded session. In Joseph On-
cale us. Sundowner Obshore Services
Inc., the justices ruled that Title vn
applies to same-sex sexual harass-
ment eases as well as cases involvinE
men and women (BI, March 9). And
only four days before the Ellerth and
Faragher decisions, the justices ruled
in Gebser, Star, et al. vs. Lago Vista
Independent Schoot District, thal
school districts enjoy immunity from
monetary liability for the sexual mis-
conduct of teachers with students

provided that school district officials
aren't aware of the conduct.

In another case handed down lasl

week, the high court: ruled that people
infected with the HIV virus are pro-
tected by the Americans With Dis-
abilities Act even if they show no sign
of illness. Randon Bragdon et aL vs
Sidney Abbott, et at., stemmed from
Dr. Bragdon's refusal to fill a cavity in
one of Ms. Abbott's teeth after shedis-

closed on a patient registration form
that she had an HIV infection. Dr

Bragdon said he had a policy against
filing cavities of HIV-infected patients
in his office but offered to perforrn the
dental work at a hospital at no extra
cost, provided Ms. Abbott picked up
the cost of usinghospital facilities. Ms
Abbott refused, and sued under both
Maine state law and the ADA, claim-
ing she had been discriminated
against because of her disability.

Four justices joined Justice Antho-
ny Kennedy in the majority opinion
upholding Ms. Abbott's right to pur-
sue a claim of discrirnination undel

the ADA.

After discussing the particulars oj
HIV, Justice Kennedy took up Ms
Abbott's argument that HIV led her tc
suffer an imp*irment of a "major life
activity"-her inability to bear chil-
dren-which would therefore qualifj
as a disability under the ADA, He
wrote that "we have very little diffi-
culty concluding" that reproduction is
indeed a major life activity.

That finding could give weight tc
employee claims that group health
plans that do not cover infertiliti
treatment are discriminatory.

The high court also agreed lasl
week to take up some cases of interest
to employers, though oral arguments
have not yet been scheduled.

Ortiz us. fibreboard Com. involves
a challenge to a 5th U.S. Circuit Court
of Appeals ruling upholding a more
than $1.5 billion class-action settle-
ment of asbestos injury claims. The
high court also agreed to review all
11th US. Circuit Court of Appeals de-
cision in Kuhmo Tire us. Carmichael

regarding standards for the review oj
expert testimony. Another case the
justices will hear-Humana Inc. us
Forsyth-revolves around the ques-
tion of whether the McCarran-Fergu-
son Act, which grants regulation oj
insurance to states, pre-empts a suil
alleging fraud against a health insur-
er brought under the federal Racke-
teer Influenced and Corrupt Organi-
zations Act.

Beth Ann Faragher us. City OfBoca
Raton, U.S. Supreme Court; No. 97-
282, Decided June 26, 1998.

Burlington Industries Inc. us. Kim-
berly B. Ellerth, US. Supreme Court,
No. 97-569, Decided June 26, 1998.

Gebser, Star et al. vs. Lago Vista In-
dependent School District, US.

June 22, 1998.

Randon Bragdon et aL v. Sidneb
Abbott et at„ U.S. Supreme Court; No.
97-156, Decided June 25, 1998.
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Privacy Health Information & Privacy Fifteen industry groups-includ- Updates
Working Group and its parent, the mg Insurer trade groups, agents as-
Regulatory Framework Task Force sociations, the National Council on Tobacco ruling to be appealedContinued from page 2 The proposed model then was Compensation Insurance and the

administrators or claims investiga- adopted by the NAIC's Accident & Insurance Services Ofhce Inc -re- Contmued from page 2
tors Health Insurance Committee, which sponded by forming a coalltion and jury award agamst Brown & Wilhamson Tobacco Corp

As a result of the changes, "it will will submit it for formal NAIC ap- presentmg its own proposed model "We certainly aren't gomg to just let it stand," said Stephanie Hartley,
not be the litigation free-for-all lt proval at the organization's fall at the summer NAIC meeting an attorney with Spohrer, Wilner, Maxwell, Macielewski & Matthews,
could have been," said John Lennes meeting Sept 12-16 in New York Although working group regula- the Jacksonville, Fla -based finn that represented plaintiff Grady
Jr, vp-workers comp for the Al- Approval lS expected, which then tors did not adopt the industry Carter

liance of American Insurers 1 would make the model law avail- draft, lt became clear durmg But if it does stand, Ms Hartley said the outcome should not affect the
Schaumburg, Ill able for states to adopt lengthy discussions that they had more than 100 cases the finn has pending against tobacco companies

However, a significant problem "I think it'S a huge step forward read and accepted significant por- The uniqueness of the Carter case means decisions related to it would
remams in the model's overly broad for consumers in the country" and tions of it not apply to other lawsuits, she said
definition of "health information," will provide "meaningful protec- "I think that the mdustry coming Brown & Wlillamson cheered the decision and said in a statement itt

according to Donald S Cleasby, as- tions," said Kansas Insurance Com- together had a profound impact," "wlll be reviewing the apphcability of the Carter decision" m its efforts
sistant general counsel for the Na- missioner Kathleen Sebelius, who said the AIA's Mr Wood to overturn a $950,000 ]ury award earher this month in Flonda to the
tional Assn of Independent Insur- chairs the Accident & Health Insur- But the industry's lobbying effort family of a smoke who died from lung cancer (BI, June 15)
ers in Des Plaines, Ill ance Committee was constrained by a hmited oppor- Ms Hartley said late last week that plamtifs attorneys are undecided

As a result of that broad defini- Before changes were made at the tunity for comment durmg the on what action to take to fight the June 22 decision, but they are conmd-
tion, property/casualty Insurer rep- meeting, though, representatives of NAIC committee's hearing process enng asking for a reheanng m US District Court
resentatives fear their compames several insurer trade associations The model's controversial health rn- A three-Judge panel was unanimous in tossing out the $750,000
may not be able to shield from a warned that provisions in the pro- formation definition was not dis- award, saying m a wntten opinion that the case should never have been
claimant's attorney such mforma- posed model would be a huge step cussed or amended at the meeting, heard because Mr Carter waited too long to hle suit The Florida statute
tion as video surveillance reports of the NAII noted of limitations gave him four years from the time he became aware of his
malingerrng workers, which com- "For a model that has had this condition to file an action, the opinion states
panies use to prosecute workers InSUrerS mUSt be able to much attention and controversy, Mr Carter filed suit in February 1995, charging that cigarettes he
comp fraud or to speed return to , you usually don't see such rapid smoked from 1947 untl January 1991 caused his lung cancer The ludges
work ascertain the legitimacy succession through the parent com- said he was aware of his smoking-related health problems m February

The proposed NAIC model ap- and extent to which an mlttee after it gets out of the work- 1991 Ms Hartley contends that Mr Carter was not aware of his lung
plies to health and property/casual- · ·

injury has occurred, 1ng group Usually there is an op- condition until later

ty insurers and workers compensa-
,

portunity for a public heanng or a The judges also ruled that plamtiffs attorneys arguments that cigarette
tion self-insurers and health mam- says John Lennes Jr. pubhc forum at the parent commit- warnmgs were inadequate should not have been allowed Federallaw
tenance organizations Its purpose tee," said Mr Cleasby of the NAII prohibits state actions cluming that warnings on tobacco products after
is to set standards to protect health The NAIC's development of the 1969 are inadequate
information from unauthorized col- proposed model was hastened by Ms Hartley said attorneys' failure-to-warn arguments were based on
lection, use and disclosure by re- backward toward increased litiga- passage of the Health Insurance labehng before 1969
quiring Insurers to estabhsh proce- tion in the no-fault workers comp Portability and Accountabihty Act
dures for the treatment of all health system of 1996, which requires that Asbestos settlement approvedmforrnation They also warned before the Congress pass privacy legislation by

If enacted, Insurers would have to meeting that the measure also ApI'll 1999 or else such standards PrITSBURGH-A federal chstrict judge and a bankruptcy judge m
be more cognizant of claimants' prt- would have increased administra- will be imposed by the federal De- Pittsburgh have approved a reorganization plan that will create a $103
vacy rights, have procedures to tive requirements and costs because partment of Health and Human milhon trust fund to pay thousands of asbestos-related claims
track alleged violations of privacy of the need to establish extensive Services (BI, Apnl 27, March 30) The agreement ends years of htigation and bankruptcy proceedings
rules and encourage other service control procedures to safeguard Mr Cleasby summarized the involving H K Porter Co Inc, a locomotive maker that from 1959 to
providers to follow the privacy clarmants' privacy nghts NAIC's argument as "Congress is 1973 had asbestos-related operations
guidehnes without having to mom- However, individuals' privacy moving on something that could be Porter filed for bankruptcy protection m 1991 under the weight of
tor them needs must be balanced with prop- a lot worse than what you'll see more than 70,000 asbestos suits, according to court papers Claimants

Such activities would likely in- erty/casualty insurers' special commg out of the NAIC, so we have sued the company's late owner, Thomas Mellon Evans, m 1992, allegmg
crease operational costs, though no needs, said Mr Lennes of the Al- to get moving" he removed assets from the company to avoid paymg those claims Last
specific estimates were available, hance "To pay claims farly and ef- However, Ms Sebehus said regu- week's settlement ends that litigation
said Bruce C Wood, assistant gen- fectively, property/casualty insurers lators were primanly motivated by Under the settlement, Evans' estate wlll contnbute $31 milhon into
eral counsel with the American In- must have the ability to ascertain a philosophical desire to bring the the fund and the Pennsylvania Insurance Guaranty Assn vull add an-
surance Assn in Washington How- the legitimacy and extent to which four-year drafting process to a close other $25 milhon, said Phihp Milch, an attorney with Pittsburgh-based
ever, enactment of the model is not an injury has occurred," he said and in accordance with a timetable Campbell & Levine LLC Mr Milch, one of the plaintffs' attorneys
expected to Interfere with Insurers' Insurer trade group representa- announced earher this year handhng the case, said the guaranty association m contnbuting to the
normal claims-handling proce- tives said they faced a special hur- Consumer representatives were fund m place of several small insurers that went bankrupt. Combined
dures, he added dle, because most of the model's disappointed more was not done to with $47 milhon already in Porter's coffers, these funds wlll create the

Four years of on-and-off drafting drafters were knowledgeable about protect their interests in enhancing pool to pay claimants At last count, more than 120,000 claims existed,
work ended last week in more than health insurance but not about the the privacy of personally recognlz- but that figure is expected to rise to more than 500,000, court papers
six hours of pubhc sessions in which health-related aspects of property/ able medical information from dis- state

dozens of specific amendments casualty insurance, particularly semination to outsiders, meludmg It is esbmated that the total value of all claims could exceed $2 bilhon
were considered by the NAIC's workers comp researchers A trustee has been appomted to manage the fund, and due to the large

number of claims, it's expected that each claimant wlll receive about 5%

PBGH
of the value of their claims

highly for several factors m several Kaiser ]Permanente
categones, the PBGH summary of its Kaiser's rates wnll be sharply high- Supermarket roof collapsesfindings focused on the negative as- er due to the HMO's losses and rapid

Continued from page 3 pects, a Blue Cross spokeswoman growth, though the PBGH did not NORTH RIVERSIDE, Ill -A roof of a Dominick's Finer Foods Inc
The PBGH also gave doctor groups complamed Additionally, she said it disclose its expected rate increase supermarket in west-suburban Chicago collapsed Friday morning as

the opportunity to rank the HMOs iS hard to determine how the PBGH When Kaiser is mcluded, the PBGH's roofens were repairing part of the roof above the produce section, said a
with which its member companies weighted individual performance premiums wll increase 8 1% on av- local fire chef
contract factors m each category, making it erage, the PBGH reported The North Riverside, Ill, store is part of a mall owned by the Indi-

Aetna U S Healthcare "was per- hard for the health plans to under- Rising drug costs, health plan h- anapolls-based Simon DeBartolo Group, which also manages the super-
ceived as one of the two worst groups stand the overall results Some of the nanciallosses, and the uncertainty of market, a spokeswoman for the developer said Information about in-
across all performance dimensions negative findings, in quallty for ex- looming health care legislation were surance coverage was not immediately available, she said Dominick's
save quahty," the PBGH reported ample, contradict Blue Cross of Call- major challenges m the PBGH's ne- executives, many of whom were on the scene, were not available for
The health plan appears to have dif- fornia's recent accreditation from the gotiabon process with HMOs comment

ficulties with consumer education NCQA "In spite of this cost pressure, we No mformatton was available on the rooftng company
and referral activities, according to In Aetna's case, the health plan were very pleased that most health Twelve inJured customers were taken to two nearby hospitals, mclud-
doctor groups surveyed by the knew that its mid-1996 merger with plans stayed in hne" with the medi- Ing an 82-year-old woman who needed to be extncated from the rubble
PBGH U S Healthcare would hamper ad- cal component of the Consumer Pnce She was in fair condition Fnday afternoon All the other Injured were

Across many overall performance ministration and operations, melud- Index, said Sherne Matza, chair of released after suffering minor injunes, hospital spokespersons said
categories, doctor groups perceived Ing doctor relations, an Aetna PBGH's Negotiating Alhance and se-
Blue Cross of Callfornia as the sec- spokesman said PBGH's survey re- nior vp in benefit planning for Bank Briefly notedond-worst HMO for them to do bum- sults could reflect that, he suggested of America m San Francisco "How-
ness with However, more detailed The merger is now complete and ever, we were especially disappoint- The Supreme Court last week declined to review and thus let stand a
questions of doctors revealed that Aetna ls ma better position to pro- ed with the rate action of our largest 4th U S CIrcuit Court of Appeals decision striking down a Maryland
Blue Cross was often rated in the top vide member services, compared camer, Kaiser" regulation that says stop-loss insurance must have at least a $10,000 at-
half of HMOs m the state for such with a year ago, he added As a result, some PBGH member tachment point for specific health care claims and an aggregate attach-
factors as working with doctor In adchtion, the Aetna spokesman employers may freeze Kaiser enroll- ment point of 115% for expected claims The appeals court said the
groups on electronic transfer of en- said the PBGH survey may be ment m 1999 or add other, lower- Maryland regulation was pre-empted by the Employee Retirement In-
rollment and encounter data, adlust- skewed because it iS completed by cost HMOs to their offenngs, the come Secunty Act (BI, Apnl 28,1997) The Senate has added its ap-
1ng capitation payments for age and provider group administrators, PBGH said proval to two House measures designed to reform the Occupational
gender, and providing financial in- rather than practitioners who actu- In Arizona, coalition members unll Safety and Health Administration One would prohibit OSHA from us-
centives for quality performance ally deal with the managed care see a 4 2% increase in HMO premi- ing a quota system based on inspections, citations issued and penalties

PacifiCare and Health Net were plans ums, where the coalltion entered its assessed to measure mspector performance The other would coddy the
ranked as the two best plans across In addition to the survey results, second year of negotiations agency's consultation program that asmsts small businesses in their ef-
several performance categones the PBGH last week reported 1999 forts to improve workplace safety by allowing employers that use the

Surveys such as PBGH's are bene- rates it has negotiated with HMOs More information on the PBGH's service and improve safety to avoid random inspections for a year
flcial and provide direction for im- The coalltion's member employers Physiman Group Survey to Assess Congressional Repubhcan leaders are prormmng to take up tobacco con-
provement, said representatives for wlll spend 3 8% more on average in HMO Performance wilt be available trollegislation following the recent demise of a comprehensive tobacco
both Aetna and Blue Cross HMO premiums m Cahfornia for later thts summer on the World Wuie bill m the Senate

Although Blue Cross was rated 1999, excluding contracts with Web at http // www healthscope org
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Lloyd's regulatory requirements overseas," Mr Tay- for entities to make long-term Investments in Bi Insurance Index
lor told the meeting Underwnters talang ad- product development and distribution, as
vantage of these overseas offices will be ex- well as offer multiyear products, he noted 1,950

Contlnued from page 2 pected to fund them on a "user pays" basis, In response, many managing agencies are
considerations rather than enshrmed m a reg- which is the basis for the charging structure likely to adopt a structure involving continu- 1.900
ulatory framework " brought mto the Corporation of Lloyd's at the ous capital, dedicated to the syndicates for an

A recent Joint market submission to the begmning of last year undefmed period of time 1,850

U K Treasury on broker regulation implied In addition, captive insurance syndicates The trend of capital provided by corporate
that the status of a Lloyd's broker may be are likely to be allowed, and Lloyd's will of- members aligned with a particular syndicate, 1,800
dropped at some point fer other alternative risk financing products, already representing about half of 1998's un-

In addition to expanding its distribution such as blended financial and insurance derwriting capacity, will continue and, as a 1,750
system, Lloyd's intends to also extend ltS products and multiyear contracts, broadening result, these vehicles wlll start accounting on
presence geographically Speaking at a news the market's appeal to buyers an annual basis, rather than the three-year 1,700
briefing after the meeting, Lloyd's Chief Ex- The future also will bring simplified regu- system under which Lloyd's now operates
ecutive Ron Sandler said a study group is lation at Lloyd's, partly because of changes But the Council of Lloyd's is committed to 1,650
looking into prospects for expansion in Mr Taylor anticipates m the market's capital continuing to support the annual joint ven-
Southeast Asia, while other areas of interest structure ture mechanism as long as it is wanted, he 1600

1111
include Latm Amenca and Eastern European The issue of who wlll comprise Lloyd's cap- said Welcoming different forms of capital 5/8 St15 5/22 5/29 6/5 6T12 689 6/26
countries ital suppliers has become "emotive and con- provision is a strength of the market, Mr Tay-

Lloyd's already has a contact office in Hong troversial," Mr Taylor acknowledged, and he lor added Base=100 on Dec 29,1978

Kong, and members of the market have categorically stated that no unlimited habill- Many of the 485 Lloyd's members attending
Source Nordby intemat,ona/inc (nordby com) Boulder, Colo

shown mterest in developing a Singapore op- ty name wlll be forced to relinquish his or her the meeting were not pacified and said they
eration preferred form of trading at Lloyd's were still concerned unlimited habihty names

Lloyd's presence in its target markets will But in the face of "unrelenting" competi- eventually may be edged out of the market PCS catastrophe options
depend on local regulatory requirements, said tion in the insurance market, "Lloyd's abihty Former Council member the Dowager Rona As of June 26

Mr Sandler Lloyd's can enter these foreign to compete is under threat, and this calls for a Delves-Broughton demanded a categorical Call Price Call Price

countries through a variety of structures, such vigorous response on many fronts," Mr Tay- statement that the Council will enshnne the
spread bid/ask spread bid/ask

National Annual 1998 California Annual 1998

as opemng a local contact office, or having an lor told the meeting concept of the annual Joint venture m regula- 40/60 751- 80/100 -/1 1

actual underwntmg presence, as it does with This means companies in the market"need tion, ensunng it w111 be "set m stone " 60/80 78/90 150C 12/18

its Lloyd's Japan Inc operation to take bold steps in order to create sustain- Mr Taylor rephed it was not in his power or 80/100 40/70

"Our worldwide licenses unll have been ex- able competitive advantage for their mem- the Council's to make such a guarantee "in Southeastern September 1998 Western Annual 1998

40/60 26/33 40/60 -/22
panded further, and flexible low-cost struc- bers," he said perpetuity" but restated the market's current
tures wdl have been fashioned to reflect local The annual ioint venture makes it difficult comrnltment to individual names mm 80/100 -/1 7

Northeastern September 1998 150C 11/18

100/150 09/14 Eastern September 1998

CIGNA
20/40 27/55

novation laws nationwide, because CIGNA earlier orders, the spokeswoman said The 40/60 27/35

did not obtain policyholders' approval be- department decided not to file the motion, Florida September 1998

fore movmg their habihties to the runoff fa- the nature of which the spokeswoman would
40/60 10/24

Contmued from page 2 clllty not disclose Total volume 80 Total open interest 21,016

The state Supreme Court's June 23 action CIGNA officials have said the plan fully Three of the attorneys representing For information on PCS cat options, call the Chicago Board of

means that CIGNA, the Insurance Depart- funds the insurer's long-tall liabilities three CIGNA's critics said they had never seen the Trade at 312-435 3674

ment and those who oppose CIGNA's reor- times over And they have said the restruc- state Supreme Court take such action when Source Chicago Board of Trade

ganization are back to where they have been turing was engineered through a series of no one had filed any motions that com-
for more than 14 months waiting for the mergers that did not require policyholder plained of any irregularity surrounding a 9ritish issues
court to decide whether it will agree to re- approval ruling
view the lower court's decision After the state Supreme Court's June 5 ac- Supreme Court officials confirmed that no Price P/E Div Yield 52-week

As of June 5, the court already had taken tion, an Insurance Department spokeswom- party in the case had filed any motions since Companies pence pence % high-low
twice as long to rule m the matter as called an said the department would determine June 5 But the officials said the court's lat-
for under its self-imposed guidelines what impact, if any, the Commonwealth est action-while unusual-is not unprece- Comml & Gen NA NA NA NA NA-NA

CIGNA implemented its restructuring Court's ruling had on CIGNA's structure dented Gdn Royal Exch 365 53 12 1 33 495 263

plan shortly after Ms Kaiser approved it in CIGNA says that the litigation concerns The CIGNA spokesman said, "No matter
Legal & Gen 644 16 2 12 7 25 785 400

Royal & Sun 618 16 7 22 8 36 825 443
February 1996 CIGNA used a unique Penn- departmental procedural matters that do not how the case moves forward, nothing will
sylvania corporate division law to split its impact CIGNA's restructunng change the fundamental strength of our re-
lead property/casualty subsidiary in half to The insurer was not preparing any motion structuring "

Brokers

form an ongoing operation and a runoff fa- in response to the Supreme Court's June 5 A M Best Co last week reaffirmed its A-
Lmbrt Fenchurch103 NA 57 71 138101

cihty for most of CIGNA's habihties orders, a spokesman said
<4We were content rating for CIGNA's ongoing operation Lloyd Thmpson 180 11 9 10 0 70 196 151

Opponents of the restructuring-about to see the matter returned to the Insurance CIGNA designed the restructuring to obtain Sedgwick Grp 125 112 70 56 171115

three dozen policyholders and five compet- Department, if that's what the court or- an A rating from Best so the ongoing opera- Willis Corroon 152 129 68 56 174116

ing insurance groups-said they had no way dered " tion could retain and attract quality risks
to determme whether the runoff facihty was

Note Pnces are June 26 dosings other numbers from June 25
The department was in the process of fil- Best also reaffirmed ltS B+ rating for the

adequately capitalized and reserved And, ing a motion with the state Supreme Court runoff operation, noting the facility's favor-
they said, the restructuring violated state when lt learned the court had vacated ltS able runoff trends Source Nordby intemationa/ mc(nordby com) Boulder, Colo

B Industry Stock Report JUNE 22,1998, THROUGH JUNE 26,1998

Weekly Year to date 52 week Weekly Year to date 52 week Weekly Year to date 52 week

BROKERS Pnce %change %change High low Vol (000) Pnce % change % change High Low Vol (000) Pnce % change % change High Low Vol(000)

Aon Corp NYS 7113 7.26 21.32 7113 50.00 1670 ESG Re Limited NDO 22.00 0.57 638 28.88 1988 129 RenaissanceRe Holdings Ltd NYS 44.88 199 170 50.75 37.88 337

E W Blanch Holdings Inc NYS 36 75 1.73 6.72 38.75 2613 105 Enhance Financial Services NYS 6744 4.35 1334 75.19 42.88 235 Risk Capital Holdings NDO 25.00 471 1236 25.50 19.75 173

Gallagher Arthur J & Co NYS 45.63 7.83 32.49 46.56 33.56 112 Everest Reinsurance NYS 3888 651 576 4525 3300 1679 RLI Corp NYS 40.13 184 0.69 45.44 27.63 82

Hilb Rogal & Hamilton NYS 15.56 0.80 1942 1963 1538 188 Executive Risk Inc NYS 7100 9.97 170 7575 4931 315 St Paul Companies NYS 41 50 418 114 47.19 36.25 3917

Kaye Group Inc NDO 6.63 364 0.00 9.00 4.88 8 EXEL Ltd NYS 76.81 531 21.20 81.13 5119 1610 SCOR NYS 63.63 6.71 3325 66.00 39.25 50

Marsh & McLennan NYS 89.94 651 2062 9488 66 00 1464 Fremont General Corp NYS 5281 3.55 3.54 62.13 36.75 380 SAFECO Corp NDO 45.19 3.29 7.31 56.00 42.50 5562

Poe & Brown NYS 3700 120 24.37 3938 22.00 181 Frontier Insurance Group NYS 24.00 0.52 4.92 39.25 2000 410 SCPIE Holdings Inc NYS 33.88 112 1706 38.38 24.31 NA

Sedgwick Group PLC NYS 10.88 457 1168 14.44 9.38 18 Gainsco Inc NYS 6.31 5 21 25.74 10.19 6.00 251 Se,bels Bruce Group NDO 731 2.63 2.50 8.94 663 47

Willis Corroon Corp NYS 12.50 2.44 152 15.19 9.75 75 General RE Corp NYS 257.03 1670 21.24 275.00 18200 5736 Selective Ins Group NDO 22.56 190 1644 2925 22.56 260

BROKERS AVERAGE 1.23 6.83 Gryp)ton Holdings NDO 1638 2.34 2.24 1938 14.75 26 Terra Nova Insurance Co Ltd NYS 31 06 397 18 33 33.13 20.69 154

Harleysville Group NDO 21.00 -0.59 12.50 28.50 1838 389 TIG Holdings NYS 23.50 -053 29.19 36.56 22.63 1080

INSURERS/REINSURERS Hartford Steam Boiler NYS 51.25 5.67 39.30 51.25 33.25 238 Totio Marine & Fire NDO 4944 5.38 1439 66.00 41.25 414

ACE Lid NYS 38.50 2.84 19.69 42.50 2338 1813 HCC Insurance Holdings NYS 21.31 2.40 0.29 32.69 1563 300 Torchmark Corp NYS 4463 6.09 578 49.81 34.81 1705

Acceptance Insurance Cos NYS 2456 -025 155 28.63 21.13 84 ING Groep N V NYS 64.63 029 52.73 71 06 38.88 298 Transatlantic Holdings NYS 76.00 133 6.29 78.44 66.25 254

AEGON N V NYS 79.50 4 61 7741 8400 3400 237 IPC Holdings Ltd NDO 30.31 021 583 33.25 2675 386 Travelers Property Casualty NYS 41.19 217 639 46.06 34.88 1532

Aetna Lile & Casualty NYS 74.31 0.08 531 11813 66.31 3255 Hartford nancial Services NYS 10831 3.40 15 76 116.88 78 56 1449 Travelers Corp NYS 61 50 041 14.15 73.50 41 50 18887

AFLAC Inc NYS 30.94 5.10 21 03 3450 22.13 2008 LaSalle Re Holdings Ltd NYS 3694 3.32 4.42 42.94 29.00 430 Trenwick Group Inc NDO 39.88 1115 5.98 41.75 33.38 142

Allied Group Inc NYS 46.56 0.27 62.66 4681 2500 395 Lite Re Corp NYS 77.88 5.15 1946 7975 46.50 267 Unico American Corp NDO 15.13 0.00 23.47 18.13 1075 64

Alistate Corp NYS 89.00 -021 1 66 100.25 70.94 7597 Lincoln National NYS 89.19 149 14.16 94.13 63.81 940 United Fire & Casualty NDQ 3938 3.28 1102 47.00 3700 4

AMBAC Indemnity Corp NYS 5850 541 27.17 6100 38.19 1193 MAIC Holdings Inc NYS 2756 2.08 2.90 30.38 1888 20 Unitrin NOO 68.25 263 5 61 74.13 5625 127

American Bankers Ins NDO 5969 0.53 2993 66.06 30.38 654 Markel Corp NYS 180.50 3.74 15 61 181.00 127.00 13 UNUM Corp NYS 56.50 4.03 3.91 59.63 40.69 938

American Financial Group NYS 43.19 117 713 4925 3456 560 MBIA Insurance Group NYS 7369 3.97 1029 80.94 5575 1402 Vesta Insurance Co NYS 26.63 545 55.16 64.75 2156 1101

American General NYS 69.44 364 2844 70.56 46.56 1448 Meadowbrook Insur Group NYS 27.25 1 87 456 3500 21.88 47 Zenith National Ins NYS 28.31 0.67 9.95 3050 24.50 23

American Heritage bfe Ins NYS 21 88 -0.57 21 53 25.00 1544 52 Mid Ocean Ltd NYS 7731 510 4251 81.63 52.00 283 INSURERS/REINSURERS AVERAGE 253 9.06

American Indemnity/Fin I N[}Q 1163 220 1622 1550 950 3 MMI Cos Inc NYS 21.25 1.80 1542 27 88 20.75 229

Ame. can International NYS 14169 505 3029 141.81 93.75 4633 Mutual Risk Mgmt Ltd NYS 3569 071 1921 37 25 2163 532 HEALTH MAINTENANCE ORGANIZATIONS

Argonaut Group NDO 31.75 2.42 6.27 38.13 2863 122 NAC Re Corp NYS 52.63 6 72 781 5388 43.50 347 Foundation Health Systems Inc NYS 26.56 363 19.38 3394 22 06 2680

AXA UAP Group NYS 5581 432 43.11 62.63 30.75 204 Navigators Group NDO 18.13 0.69 3.49 22.50 1675 8 Humana inc NYS 31 50 3.28 5181 31 50 1844 6135

Baldwin & Lyons Inc N[)0 23.25 3.91 363 2875 1850 2 Nobel Insurance Ltd NDO 1356 284 333 1538 12.13 12 Oxford Health Plans NDO 1538 1.20 1.20 89.00 13 75 2732

Berkley W R Corp NDO 4050 9.75 7.69 4988 3569 2781

oZB:Zy Co,p
NYS 27.50 0.92 -023 3425 20.38 8 Pacificare Health Sys NDO 84.50 112 68.16 85.00 46.75 113

Berkshire Hathaway Inc NYS 78005 00 3.58 69.58 84000 00 30000 00 6 NDO 44.88 1.99 056 51.75 41 56 653 Safeguard Health Enter NDO 6.00 9.43 55.56 1488 6.00 98

Capital RE Corporation NYS 70.63 245 1380 77.44 4994 175 Old Republic Int I NYS 27 81 1.60 12.18 32.25 20.06 1291 Sierra Health Services NYS 25.31 602 1292 27.75 2031 213

Capitol Transamenca Corp NAS 2075 2.47 264 28.13 1900 125 Orion Capital Corp NYS 5538 302 19.25 57 75 36.75 266 United Healthcare Corp NYS 6525 2.96 31 32 7394 42.44 3913

Centrts Group Inc NYS 1263 -098 13.17 1481 9.69 82 Partner Re Ud NYS 5031 177 8.49 52.50 36.88 466 WellpOInt Health Networks NYS 70.44 5.92 6672 7350 38 63 1336

Chartwell Re NYS 2950 1.72 12.59 3625 28.25 87 Penn America Group Inc NDO 1350 0.00 34.15 23.00 1225 948 HMOs AVERAGE 063 24.19

Chubb Corp NYS 80.56 7.78 653 83.44 6350 3213 Pennsylvania Manufacturer s Co NOO 2088 637 24.63 2088 1625 168 ALL COMPANIES AVERAGE 146 1336

CIGNA Corp NYS 70.13 1.81 22.04 71.75 45.63 2089 Philadelphia Cons Holding NDO 2000 419 1268 2438 1550 159

CNA Financial Corp NYS 4644 041 905 53.25 34.44 447 PXRE Corp NYS 3081 020 716 35.25 29.00 22

CNA Surety NYS 14.63 5.88 526 1675 1288 84 Reliance Group Holdings NYS 1800 627 2743 19.13 1163 1143

EMC Insurance Group Inc NDO 1450 211 943 1588 1225 15 Reliastar Financial Corp NYS 4681 609 1366 49.94 3363 1570

Top advancing issues General RE Corp, Trenwick Group Inc, Executive Risk inc Leading decliners Berkley W R Corp , Safeguard Health Enter, Tokio Marine & Fire Most active issue Travelers Corp. The 8/Index rose 0 8%, the Dow Jones 30
Industrials rose 2 7%, the SaP 500 increased 3 0% and the NYSE Composite rose 2.4% Average P/E. Brokers, 18 4, Insurers/reinsurers, 19 3, HMOS, 24.3

Source Nordby intemational Inc (nordby com), Boulder, Colo
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WITH OUR POLICYHOLDERS WE ARE ENGAGED IN A GREAT MUTUAL ENTERPRISE. IT IS GREAT BECAUSE IT SEEKS TO PREVENT OWNING INJURIES AND DEATH BY REMOVING THE CAUSES OF HOME. HIGHWAY AND WORK ACCIDENTS IT
m

U

5
U

I

E
06 -1

C

Z

Mt

0

E
Z

0

0

€

70

>
Z

0

E
8

rn

5

C

Q

-4

5

g

>

Z

5
6

0

Z

0

n

I
rn

D 5
rn

2

Z

Liberty Mutual's managed care is as fast as Hector's fast break. After his accident, Hectori

employer called our 24-hour claims service hotline. We found the right doctor to treat him, at

the right price. A rehabilitation nurse coordinated a return-to-work plan. And through our on-site rn
70

8

rehabilitation program, a therapist worked to help Hector properly do his job and avoid reinjuff I

-

5U

so today Hector is back on the job (and on the boards) leading a safer, more secure life. -- -3- r-
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> Therel more information we'3 like to Jbare. So pleade call Jolm Ryan LIBERIY
MUTUALS#B -
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at (617) 574-5842 or vi<fit our ivek,ite dt bttp://www.libertymutual.conz re reejom o ·
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