
E

E
Z

JUNE 30, 1997

Busness

Reporting Weekly on Co,porate Risk, Employee Benefit and Managed Health Care News / $4 Crain Cimmunications Inc. All rights reserved

E itire contents copyright 1997 by

Employers blast
401(k) restriction
in tax legislation

By JERRY GEISEL

WASHINGTON-An an*nd-

ment added without fanfare to tax

legislation now working its way
through Congress could tarnish
the appeal to employees and com-
plicate the administration of
401(k) plans.

The 401(k) amendment would
require written approval by a
spouse before an employee could
take lump-sum distributions,
hardship withdrawals or loans
from 401(k) plans. Without ap-
proval, a 401(k) plan account bal-
ance would have to be distributed

as an annuity payable over the life
expectancy of the participant or
Ser a period of at least 10 years.
The provision was added by Sen.
Carol Moseley-Braun, D-Ill., ear-
lier this month in executive ses-

sion when the bill was being con-

sidered by the Senate Finance
Committee.

The bill, which was approved by
the Senate last week, also con-
tains a slew of other employee-
benefit related provisions that
would shift billions of dollars in

costs to employers and retirees
from Medicare. Those include

proposals that would raise the
Medicare eligibility age for future
retirees and introduce a new

means test to determine the

amount of Medicare Part B premi-
ums that retirees pay.

The Senate measure and a com-

panion bill passed by the House
also would increase the length of
time that employers are the pri-
mary payers of medical bills for
employees with end-stage renal
disease. The bills also would give
the government more time to

See Budget on page 25

High cou rt rejects
class formed

for asbestos deal
By MARK A. HOFMANN

WASHINGTON-The Supreme
Court's rejection of a $1.3 billion
class-action settlement of as-

bestos claims will likely chill fu-
ture efforts to settle mass tort

claims with agreements that
bind future claimants.

The result of the Supreme
Court's 6-2 decision last week in

Amchem Products Inc. et at. vs.

Windsor et at. will mean more

personal injury cases jamming
already overcrow<ied courts, say
some observers. That will bring
extra pressure on Congress to
step in to clarify how such "fu-
ture-looking" settlements can be
structured to meet the needs of

claimants as well as defendants.

But, says the attorney who ar-
gued against the asbestos settle-

ment before the Supreme Court
earlier this year, the decision
should not hamper Congress'
ability to deal with something
like the proposed $368.5 billion
settlement of liability claims be-
tween 40 states and the tobacco

industry.

Supreme Court rejects work-
er's claim for damages for fear
of injury.........................page 2

The Amchem case turned on

the question of whether Rule 23
of the Federal Rules of Civil Pro-

cedure, which governs civil cas-
es, allowed the certification of a
class for purposes of a global set-
tlement of future asbestos-relat-

ed claims.

See Asbestos on page 26
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Updates-
Zurich combines reinsurance units,

appoints new executives
NEW YORK-The Zurich Insurance Group

is restructuring its reinsurance operations into
a single global business with four regional
headquarters, says Steven M. Gluckstern,
chairman of New York-based Zurich Reinsur-

ance Centre Inc. and a member of the group's
corporate executive board.

Richard E. Smith, ZRC's president and chief
executive officer, will be CEO of the North
American region; Dennis Purkiss, CEO of
Zurich Re U.K., will be CEO of the London
market region; and the group is in

See Updates on neztpage

Slate rap-Up 1997
Workers

comp
stable

Major changes

I in fewer states

legisi tures
Tort reforms

less sweeping _
States enacting more targeted reforms -

Tort reform and risk manage-
ment-related legislation met a
decidedly mixed reception in
statehouses this year.

The pace of comprehensive tort
reform has slowed, in part be-
cause so many states have al-
ready enacted wide-ranging
measures. More targeted reforms
have come into play, as lawmak-
ers attempt to deal with such
matters as circumscribing em-
ployers' liability when asked for
job references or protecting
physicians who volunteer their
services at clinics for the poor.

"The trend in the last couple of
years has been to deal with em-
ployer reference liability. That's
continuing right now," said
Sherman Joyce, president of the
American 'Iort Reform Assn. in

Washington.
Mr. Joyce pointed out, howev-

er, that at least three states-

Alaska, Iowa and Montana-en-
acted major reforms during the
most recent legislative sessions.

"I think i.t turned out to tea

pretty good tort reform year,"
said Anne Allen, legislative
counsel for the Risk & Insurance

Management Society Inc. in New
York. She added that legislative
action on environmental and

other risk management-related
issues has been a "mixed bag."

Also, both Mr. Joyce and Ms.
Allen pointed to continuing at-
tempts to roll back tort reforms
as cause for concern. Ms. Allen

noted unsuccessful attempts to
do so in Tennessee as "a warning
to us not to let down our guard."

"We are clearly seeing that
when broad-based civil justice
reform is enacted, there's an im-

mediate challenge in the courts,"
said Mr. Joyce. Such a challenge
already has been launched in
Illinois, with similar action ex-
pected in Ohio and elsewhere, he
said.

"Most of our focus is on the

Illinois Supreme Court, which
will rule on the constitutionality
of the major reforms passed in

See Tort on page 13

Many states continue to fine-
tune their workers compensa-
tion statutes, while only a
handful of states have passed
major reform packages in re-
cent legislative sessions.

A few of those states Ken-

tucky, Ohio and Oklahoma in
the past year adopted major
workers comp system reforms,
while some others Colorado,
Connecticut, Maine and Mas-
sachusetts faced efforts to un-

dercut previously enacted re-
forms.

Most states, though, have
continued to focus on general
workers comp system changes.

For example, in multiple
states legislation was intro-
duced to abolish second-injury
funds and to establish premium
credits for drug-free work-
places. In addition, managed
care proposals-which can af-
feet workers comp medical
care--have been advanced in
several states.

Still, the degree of legislative
activity on workers compensa-
tion issues is not great as it was
a few years ago when workers
comp rates were soaring in
many states.

"We are now in a period of
relative stability," said Bruce
Wood, assistant general counsel

with the American jnsurance
Assn. in Washington.

"It is not surprising that in an
environment of rate decreases

that there is less interest and

See Comp on page 10

Managed care targeted
for restrictions, mandates
Reforms of mastectomy coverage, emergency care
The backlash against managed

care and some of its practices re-
mains the hottest health care-re-

lated issue for state legislators.
Bills requiring health care

plans to offer hospital coverage
to women undergoing mastec-
tomies was introduced in more

than 30 states and passed by 10.
Typical of these are bills passed

in Rhode Island and Maine that

require managed care plans and
insurers to offer at least 48 hours

of hospitalization after a mas-
tectomy and coverage of at least
24 hours after an axillary lymph
node dissection.

Those proposals are a direct
response to public anger after
reports surfaced that managed

care plans in some cases were at-
tempting to force women to un-
dergo mastectomies on an out-
patient basis.

States also are moving to stop
other practices associated with
managed care. For example, sev-
en states have passed measures
mandating coverage for emer-

See Health on page 15
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Updates
Zurich restructuring units No future illness damages
Continued from prevtous page Broad private sector impact seen from high court ruling
the final stages or recruiting a CEO for the Zurich-based opera-
tion Plans are still being developed for an Asian regional head- By MARK A. HOFMANN job to large amounts of white pipequarters as well, said Mr Gluckstern, who lS responsible for Insulation dust containing as-Zurich's global reinsurance business and is overseeing its reinsur- WASHINGTON-The U S Su- bestos He and his colleagues wereance strategy preme Court's unanimous denial so coated with the dust they wereThe strategic focus lS on the development of a "truly global of damages for a worker's fear of dubbed "snowmen "
business as opposed to an isolated geographic business," with contracting a future illness extin- According to the Supremeskills, talent and expertise to be shared globally, said Mr Gluck-
stern guishes what business groups Court, the employer "conceded

feared could have been an explo- negligence" but disputed that the
The intent of the restructuring is to "put our arms around the mon of new litigation worker-who has not become 111-

business" under a single leadership, while continuing to be a ma- The case, Metro-North Com- had suffered emotional distress

m
JoI· player, particularly in "non-commodity reinsurance," said Mr muter Rat:road Co us Michael because of his fear of developing AP/ WIDE WORLD PHOTOS
Gluckstern

Buckley involved a pipe fitter an asbestos-related disease The A claim by pipe fitters who worked

Underwriter, exec sentenced who sued his employer for negli- employer, Metro-North Com_ at Grand Central Stabon was reject-
gence after being exposed on the See Rulingon page 20 ed bythe Supreme Court last week.

NEW YORK-United States Aviation Underwriters Inc was Canadian company stakes out global reinsurance rolefined» $20 5 million, and ltS former chairman, John V Brennan,
was sentenced to nearly five years imprisonment last week in a
criminal fraud case involving insurance' allocation

If the convictions are upheld on' appeal, all insurers will face Fairfax buys Sphere Drakestringent new operating requirements and will have to rethink
what formerly were routine business decisions, said Harold J
Clark, USAU's current chairman By EDWIN UNSWORTH Sphere Drake is the third reinsur- Sphere Drake will be merged"The application of federal mail fraud laws to business deci- er Fairfax has acquired since May mto Odyssey Re Group, a reinsur-sions is alarming," Mr Clark said LONDON-Canadian insurance 1996 ance unit that Fairfax formed af-The sentencing follows a trial in the U S District Court for the holding company Fairfax Finan-
Eastern District of New York last year in which a federal Jury Analysts think Fairfax's pur- ter the acquisition last May of

cial Hold.ngs Ltd lS making chase of Sphere Drake for about Skandia America Reinsurancefound USAU, the underwriting manager of U S Aircraft Insur- strides in the world reinsurance $420 rmllion, which is expected to Corp of New York, whichance Group, and Mr Brennan guilty of 43 counts of mail fraud market with its latest acquisition, be completed in the fall, is a wise changed its name to Odyssey(BI, July 8, 1996) Sphere Drake Holdings Ltd
The case centered on the allocation of claims after the crash of move for both companies The Reinsurance Corp ln September

Pacific Southwest Airlines Flight 1771 in December 1987 The Toronto-based Fairfax's an- deal not only will quickly make Also last September, Fairfax pur-
nouncement last week of the Fairfax one of the world's malor chased Paris-based Cie Trans-crash, which killed all 39 passengers, occurred after a disgruntled Sphere Drake deal is the latest in reinsurance groups but also will continentale de Reassurance to beformer employee smuggled a gun on board and shot his former su-

pervisor, both pilots and himself a series to build a global reinsur- strengthen Sphere Drake's finan- Odyssey's international operation
ance empire Bermuda-based cial security

USAIG was the lead insurer for both PSA's parent, USAir See Fairfax on page 4

Group Inc , and Ogden-Allied Corp, the ground checkpoint secu-
rity firm The USAir coverage was completely reinsured, and at
last year's trial prosecutors argued that USAU saved USAIG at EMLICO deal in limbo
least $7 5 million in claims by allocating all of the loss to the US-
Air insurance contract Judge wants court to decide redomestication issue first

At last week's sentencing, Mr Brennan also was personally
fined $100,000 and USAU was ordered to continue a special com- By DOUGLAS McLEOD ruling on the settlement, which charged that the redomesticationphance program established after the trial last year that estab- would continue EMLICO's Ber- was illegal and part of a fraud bylished an independent monitoring committee, including two out-
side lawyers, to oversee USAU claims handlmg BOSTON-A state Supreme muda liquidation while making EMLICO, hailed the ruling 4- a

Court judge has refused to rule on the Massachusetts division ancil- victory *-.

The case will be appealed to the 2nd U S Circuit Court of Ap- the Massachusetts Insurance Di- lan, receiver
peals m New York USAU is a wholly owned subsidiary of Gener- "Clearly, in his opinion he sees

vision's proposed settlement with Justice Greaney ruled that the the merit of what the reinsurersal Reinsurance Corp Electric Mutual Liability Insur- full court should first decide are saying," said Joseph T Me-

Zenith to buy Riscorp book ance Co until the entire court can whether Insurance Commissioner Cullough IV, a lawyer with Lovell
decide whether EMLICO's redo- Linda Ruthardt had the authority Wt rte Durrant in Chicago, repre-
mestication and the settlement to allow EMLICO to move to a ser_ting Kempei Reinsurance CoWOODLAND HILLS, Calif -Zenith National Insurance Co deal itself are legal foreign country in the first place "What he lS saying iS it'S not goodwill purchase Sarasota, Fla -based Riscorp Inc 's workers com- In a setback for state regulators and whether state law allows her enough to just approve this settle-pensation insurance and managed care business for at least $35

million in cash and sole EMLICO policyholder to act as EMLICO's ancillary re- ment and not dig into it "
General Electric Co, Just_ce John ceiver Representatives of the In-Zenith officials said they see the acquisition providing their M Greaney last Thursday put off EMLICO reinsurers, which have See EMLICO on page 25company "profitable workers compensation business, additional

geographic diversification and state-of-the-art managed care ca-
pability "

After the purchase, Riscorp executives will "go about trying to Lloyd'S still faces U.S. Suits,
resolve (the company's) contingent liabilities, in essence, the law-
suits it faces," a company spokesman said "Once those are re-
solved, the shareholders will receive any remaining cash and as- despite refusal to hear casesets " Financially troubled Riscorp recently announced plans to
close offices, lay off workers and restrict its underwriting (BI, By STACY SHAPIRO
June 16) should be heard in U K courts sions have upheld clauses in mem-

The final purchase price paid by Woodland Hills, Calif -based Although that was not bad news bers' contracts maintaining that
WASHINGTON-Lloyd's of Lon- for Lloyd's, an opinion by the 9th U K laws and courts should gov- Zenith, a umt of Zenith National Insurance Corp, will be the dif- don is not yet out of the woods U S Circuit Court of Appeals al- ern any membership disputesference between the book value of the assets purchased and the 11- when it comes to avoiding litiga- lowing such a suit to proceed re- However, as long as the 9th Cir- fabilities it assumes from Riscorp on the deal's closing date, sub- tion over alleged securities law vi- mains to be resolved eu_t's decision stands, Lloyd'slect to the $35 million minimum Zenith will finance the purchase olations from recruiting U S Altogether, the Supreme Court can't breathe a sigh of reliefwith bank financing and internal funds nnernbers has refused to hear four cases in- In March, the 9th Circuit ruledZenith will not purchase the stock of Riscorp, which closed at The U S Supreme Court last volving choice of law and forum, in Alan Richards us Lloyd's that,15/16ths June 26, or its affiliates, or assume their corporate habil- week declined to review a deci- and federal appeals courts have chiice of law and forum clausesities The deal's closing is subiect to the review of state and feder- sion by the 4th U S Circult Court upheld five such cases, said a in members' contracts are voidal authonties and Riscorp shareholders Until the deal closes, of Appeals that member disputes Lloyd's spokesman These deci- See Lloyd's on page 6Zenith will reinsure all new and renewal Riscorp workers comp

pohcies Inside

Tribe to form comp system
• We generally applaud states' legislative efforts m tort reform Classmeds 09

MASHANTUCKET, Conn -In an effort to increase its autono- and workers compensation but are less enthusiastic about Global Bripfq 01
my and efficiency in handling workers compensation risks, Con- health care legislation, this week's editorial says PAGE 8 Insurance Services Guide 9nnecticut's Mashantucket Pequot Tribal Nation will begin operat- International 01
ing its own workers comp system this week • Union Pacific Corp will cover the $7 7 million m damages Letters 8

MPTN, which employs about 12 000 people, operates Foxwoods from a train crash last week in Texas without calling on its in- Opinionq
Resort Casino and other businesses in eastern Connecticut As a surers PAGE 6 Ticker 07
sovereign nation, under rights granted by Congress, MPTN is free
to operate independently of the state workers comp system • Europe may take a lead from the proposed U S tobacco

The MPTN formerly participated in the state system, and the settlemert PAGE 21 Business insurance (ISSN 0007 6864) Vol 31, No 26, ispublished weekly

tribal council is modeling its workers comp code after that of Con- by Crain Communications Inc, 740 N Rush St , Chicago, III 60611 2590
Periodicals postage is paid at Chicago and at additional mailing offices

necticut so that the change will be easier for employees, said • A Spencer Educational Foundation Inc program will send POSTMASTER Send address changes tc Business /nsurance, Circulation I
Richard Paton, chief risk management officer for the MPTN nsk managers on visits to four colleges PAGE 27 Department, 965 E Jefferson Ave , Detroit Mich 48207 $4 a copy and $87

The MPTN already operates its own court system and is looking ayearin US $105 In Canada and Mexico (Includes GST) All other coun
tries $205 a year (Includes expedited air delivery) Danadian Post Inter

to hire its own workers comp commissioner Efficiency is the ma- Departments national Publications Mall Produ:t (Canadian Distribut on) Sales Agreement
See Updates on page 26 Advertiser Index No 0293512, GST No 13676C444 Printed in USA Copyright 1997 by 24 Crain Communications Inc
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Hong Kong change greeted with optimism
Insurance industry doesn't foresee drastic changes from Beijing

By MICHAEL BRADFORD

HONG KONG-Members of Hong
Kong's insurance community see no
need to cross their fingers during the
pomp and ceremony of tonight's tran-
sition to Chinese rule.

Insurance companies, brokers and
risk managers are expressing confi-
dence that it will be "business as usu-

al" after 155 years of British rule ends
at midnight and the People's Republic
of China begins to put its imprint on
the Special Administrative Region of
Hong Kong.

While the population waits nervous-
ly for coming restrictions on civil lib-
erties-limits on the right to demon-
strate, for example-the business com-
munity is putting on an optimistic
face.

Comp study
links claims

to outreach
By MEG FLETCHER

Employer communication with
workers-both before and after a

workplace injury-can reduce the
costs of workers compensation
claims, a new survey reports.

Communication, concern and car-

ing have "a halo effect" on the entire
workers comp experience, according
to a recent national study conducted
by the Chicago office of The Gallup
Organization.

Those approaches help a worker
develop a positive frame of mind that
produces optimal outcomes, summa-
rized researchers of the Princeton,
N.J.-based organization.

Specifically, workers who said they
received pre-injury communications
from their employers about workers
comp policies and procedures were
more satisfied with their treatment,

recovery and experience in returning
to work, the study said.

Employers' communication efforts
and demonstrations of concern after

an injury-through calls, visits and
even flowers-also had a positive im-
pact on worker satisfaction. Those
workers returned to work sooner and

were less likely to seek out a lawyer
for help with pursuing a claim, ac-
cording to the study, which was spon-
sored by Intracorp, a Philadelphia-
based managed care company.

Conversely, workers who received
no prior communication were out of
work longer, had significantly lower
satisfaction levels and were more

likely to seek out a lawyer, the study
reported.

"This study further reinforces the
need for all of us-employers,
providers and managed care organi-
zations-to begin thinking of injured
workers as a primary customer in the
workers comp equation," Maddy
Bowling, Intracorp's senior vp of
workers compensation managed care,
said in a staternent.

Gallup's 1997 study was based on
514 interviews with workers who had

experienced job-related injuries or
illnesses within the past three years.
The sample was drawn from a group
of 8,500 workers in 10 states.

A typical respondent was a man,
who had not completed college and
was working in a service or labor job
for a midsize company with 101 to
499 employees, often for four years or less.
His average annualincome was $36,670.

See Workers on page 27

The insurance industry's main con-
cern is that the Chinese eventually
could make changes to the region's le-
gal system that would make it an in-
hospitable and unpredictable place to
operate.

That uncertainty, however, is not
scaring away Hong Kong-based corpo-
rations.

In fact, the number of insurers is in-
creasing as the region becomes part of
the vast Chinese market.

Businesses operating in Hong Kong
do expect some changes in the legal
system. But, how far the Chinese gov-
ernment might go in rewriting civil
and commercial law is a matter of

speculation.
"That's the wild card," according to

Joseph A. Graziano, executive vp and
managing director of international op-

erations for Reliance National Insur-

ance Co. in New York.

"The British system was one that ev-
eryone was real comfortable with," Mr.
Graziano said.

Under the Joint Declaration that

China and Britain agreed to in 1984, a
50-year transition begins this week,
during which Hong Kong will enjoy
autonomy in most areas.

Hong Kong will retain its legal sys-
tem, which is based on English Com-
mon Law, rather than adopt Chinese
law, which has different applications
and procedures for review.

One change calls for Hong Kong to
have a Court of Final Appeals that will
hear appeals on commercial and civil
matters. The court is instructed to ad-

judicate matters on common law
See Hong Kong on page 23

AP; WIDE WORLD PHOTOS

A royal yacht waits to transport Hong Kong Gov. Chris
Patten and Prince Charles after ceremonies returning
the former British colony to Chinese control.

Fear and loathing in managed care
Plan satisfaction remains high, yet public casts a critical eye on HMOs

By ROBERT KAZEL

CAMBRIDGE, Mass.-For employers
that want to move more workers into man-

aged care, a curious paradox exists.
Survey after survey shows most employ-

ees are happy with their treatment in health
maintenance organizations. But the public
remains increasingly skeptical about
whether the HMO industry is trustworthy.

So says Robert J. Blendon, professor of
health policy and political analysis at Har-
vard University in Cambridge, Mass. Mr.
Blendon said an analysis of survey research
conducted over the past few years shows
people form impressions of managed care
based on worst-case scenarios of HMOs

 American Association ofHEALTH PLANS

that have denied care or made mistakes

with tragic results.
For benefit managers, such industry dy-

namics are important, because persuading
employees to move from traditional indem-
nity health plans to managed care plans-
and to stay in them-depends both on their
satisfaction with their own plan and with
managed care generally.

Mr. Blendon's presentation came at a

seminar for the media: HMO executives and
Iredical directors sponsored by the Wash-
ington-based American Assn. of Health
Plans and Harvard's John F. Kennedy
S rhool of Government.

Regardless of people's .wn routine or
pleasant experiences with HMOs, highly
publicized cases of people being injured or
dying as a result of HMO :reatment have
created lasting, negative images in the pub-
lie's mind, Mr. Blendon said.

He cited a survey prepared by Louis Har-
ris & Associates this year that showed only
51% of the public thinks HMOs and other
managed care networks "do a good job" in
serving customers, ore of =he lowest of all

See AARIP on page 24

Lilly writedown of PCS not unexpected
By DEBORAH

SHALOWITZ COWANS

INDIANAPOLIS-Eli Lilly & Co.'s $2.4
billion writedown of its investment in PCS

Health Systems Inc. is not symptomatic of
widespread financial problems in the pre-
scription benefit management industry, ex-
perts agree.

Drug manufacturer Lilly, which bought
PCS in 1994 for $4 billion, last week an-

nounced the second-quarter non-cash
charge, which devalues the asset on Lilly's
balance sheet to $1.6 billion. PCS is the
largest PBM in the country.

Indianapolis-based Lilly has no plans to
sell the unit, according to a company state -
ment. Charles E. Golden, executive vp and
chief financial officer, said in the state -
ment, "PCS remains a key part of Lilly's
pharmaceutical strategies and holds signif-
icant potential for us."

Blast rocks Shell plant
By BRUCE KELLY

DEER PARK, Texas--Shell Chernical Co.
could face tens of millions of dollars in proper-
ty, business interruption and liability losses
following a June 22 explosion at an olefins unit
at a Shell plant in Deer Park, Texas.

Last week, adjusters were investigating and
processing more than 800 claims filed since the
explosion, a spokeswoman said. A majority re-
sulted from property damage to homes and
businesses in the surrounding community.

Shell provided little information last week
about the cause and potential cost of the explo-
sion, though in a statement said the blast
caused a fire that burned throughout the day.

"It is too early in the investigation to make
any estimates on damages," said Ron Leftwich,
assistant treasurer and risk manager for Shell
Oil Co., parent of Shell Chemical.

But, some observers say that replacement of
one or more of the olefins processors could cost
the company as much as $40 million.

Mr. Leftwich refused to comment on Shell's

insurance.

An executive for Oil Insurance Ltd. con-

firmed that Shell Oil Co. is a member of the

Bermuda-based property insurance captive.
OIL provides $225 million in all-risk property
insurance. OIL policies carry a rninimum $5
million deductible, though OIL documents say

$10 million is a typical deductible.
The explosion in Deer Park occurred in the

plant's olefins manufacting unit. The olefins
unit produces ethylene and propylene, which
are then used in the manufacturing of such
items as plastics and detergents.

The force of the explosion knocked in win-
dows and doors of businesses and homes in the

northern section of Deer Park, said Ronald
Crabtree, Deer Park's City Manager.

Sources watching the investigation said the
cause for the ecplosion likely is mechanical.

"There's speculation there was a problem in.
the unit's cracked gas system or cooling sys-
tem," said Steve Zinger, a consultant for
Chemical Marketing Associates Inc. in Hous-
ton, who specializes in olefins.

Without knowing the extent of the damage,
Mr. Zinger said it is almost impossible to esti-
mate costs. But if one or more of the unit:ssys
tems have to be replaced, the cost could be $30
million or $40 million, he said.

"I've been out there 20 years, and I've never
seen one this totaled," said Alan Barnes, Sec-
retary and Treasurer for Local 4-367 of the Oil:
Chemical and Atomic Workers Union, whose
members work at the plant.

He said the accident was probably due to hy-
drocarbon released from the unit. which

formed a cloud that exploded when "it hit an
ignition source."

Tne writedown "was prelty well expect-
ed by Wall Street," said Richard Vietor, a
senior analyst specializing in the drug in-
dustry with Merrill Lyncr. & Co. Inc. in
New York. Lilly's announcement is not in-
dicative of broader problems in the PBM
industry, he added. Ir simyly reflects that
PCS is "operating at a far lower level than
they had anticipated.'

Edward Kaplan, vp in the New York
See Lilly on page 27
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Hundreds of claims have been filed fol-

lowing an explosion last week at a
Shell Chemical Co. plant in Texas.

This isthe fourth expbsion ata Shell plant
since January 1996. The most recent occurred
a plant in Woodbridge, N.J.,last June (BI, June
24, 1996).
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Fairfax capital of the Odyssey Re group to net premlums totaled mon than $700 stock, which has yet to be decided On and has committed to malang de-
$900 milhon," he said milhon, and revenues were aoout $11 Fnday, Sphere Drake stock closed at ferred payments of $9 86 per share

With the addition of Sphere billion $8 13 a share payable in 10 years to all sharehold-
Contmued*ompage 2 Drake's $288 6 milhon in net premi-
(BI, Sept 23, 1996)

ers, subject to a reduction m Sphere
ums Odyssey Re Group should rank Drake's claims reserves and provi-

The purchase of Sphere Drake unll third among the broker-market rem- The addition of Sphere Drake's $288.6 mons for unrecoverable insurance

enhance Odyssey Re in several areas, surance companies in the Umted Sphere Drake underwntes reinsur-said Andrew A Barnard, president Statesand rank among the 201argest million in net premiums should rank ance for insurers and alternative risk
and chief operating officer of Odyssey remsurers worldwide, with net premi- financing vehicles as well as specialty
in New York ums of more than $750 milhon and Odyssey Re Group third among U.S. insurance, with an emphasis on US-

"The benefits for the Odyssey Re surplus of approximately $900 mil- broker-market reinsurance companies. based chents The company's results
group wll be the addition of London hon have suffered as a result of Increased
and Bermuda underwntrng outlets, Fairfax is a financial services hold- competition m the global reinsurance
the diversification of product lines, ing company whose subsidiaries are market and falhng premium levels
access to a network of relationships engaged m property/casualty and life Sphere Drake's pretax profit in the
that wall enhance group activities, and insurance, reinsurance, investment The pnce Fairfax wlll pay for In addition to buying out share- first quarter this year fell to $2 6 mil-
the addition of $300 million m capital management and msurance claims Sphere Drake mcludes $220 mill.on, holders, Fairfax w11 assume about lion from $9 6 milhon a year earher
that wlll brlng the total reinsurance management In 1996, Fairfax's group or $7 50 a share, in cash or Fairfax $100 milhon of Sphere Drake's debt Michael Watson, Sphere Drake's

president and chief executive, said
last week that the takeover by Fairfax

,4- * 3:ZK; 1/ 2 - r'- * 1

f

* ls"entirely consistent" with an ongo-
£l

6 r 1 -* ing strategic restructuring of Sphere
.

1
.

715 i Drake's operations m Bermuda and
5 -i--4* - 2 4 London

*i
-r

This includes a focus on relnsur-

1,
ance, specialty insurance hnes and ex-
cess and international property, and a
withdrawal from manne msurance

. 44/
4- While "economies of scale would bet looked for" from the merger, Sphere

Drake does not plan any large staff. ... :945*409*MT#* ' reductions, he added, The company is
r *'4

4. 4 expected to stick to its target of about
I T-.LI ...

k 250 staff by the end of the year com-
I 4 pared with 275 employees currently

-41 0¢ 4: i/. 'i and 400 at the start of 1996 Mr Wat-

son w111 become president of Bermu-
& da-based operations

*/ 4 Mr Watson also said the acqulsi-
ton "enhances our franchise in our

S-* .4,4,Aj{*S<. . r k
current markets and offers access to

additional markets and products " es-.-

pecially in the United States conti-
'-mbler & ' ., '* I'-' =,17*4't, 1,; 8 %*##Ci# rt * 64 1  1 nental Europe and Asia

5 ..:. He also acknowledged that it would
l n *.9 ry:,        . tr' '

"matenally Improve" Sphere Drake's41 8&* cir

financial secunty "which is what our
customers require"

Rating agency Standard & Poor's
Corp m New York agreed, and just.

b. after the takeover was announced put
. I

its BBB claims-paying ability and
t counterparty credit ratings of Sphere

r - 4 6 I Drake Insurance PLC and Sphere
Drake Insurance (Bermuda) Ltd un-

. der review for a possible upgrade
S&P said it thinks the acquisitionk -.S :I *·, e tr {

by Fairfax wall help address concerns
4/4¥:

. I. about the quality of Sphere Drake's
.'.:../ 4,, f.r ..VI,-7 -»It E .

4
balance sheet and limited financial

t flembility by stopping the erosion of
Sphere Drake's bumness and provid-
mg a foundation to regain business
momentum

. S&P also affirmed its BBB+ senior

./ debt rating of Fairfax, saying the ac-

21 ' f
quisitaon "is consistent with Fairfax's
strategy of building a global reinsur-

1:' - ance business "

The rating agency pointed out that apart from the enhanced position the
acquisition of Sphere Drake would

. :: give Fairfax m the ranks of global
relnsurers, 11 would create a reinsur-

l ance group wlth offices in major mar-
kets New York, Paris, Smgapore,

[
London and Bermuda

New York-based Moody's Investors
Ser'nce also confirmed its Baa) rattng

-- on Fairfax's semor debt, saying the1 1
t . takeover "should enhance Fairfax Fi-

S ,
4, nancial's Odyssey Re operations"

t I J

I .

Moody's noted that Fairfax's acqui-
:Z ' I.

./. sitions since 1992 have increased its

r &,:. group premium volume nearly ten-
f

fold, adding that it does have some
concerns about the risks associated

with such rapid growth through
leveraged acquisitions

However, S&P said it expects h-
nancial management at Fairfax to re-
main strong, as the company intends
to keep sufficient cash resources at the
parent level to meet holding company

'. J

expenses

Although the takeover of Sphere
r .e *1 # . , , /1/ d a# & 0 ' I Drake stlll is subject to regulatory ap-

proval, Fairfax already has received
support from Sphere Drake's man-
agement and from Investors Centre
Capital Investments, Electra Invest-
ment Trust and Dai-Tokyo Interna-
bonal, which hold a combined total of
40% of Sphere Drake's stock Ell



It

begins

with 2 people.

THEIR BUSINESS TAKES OFF, A

FACTORY IS BUILT. SOON A SECOND,

THEN A THIRD. DEMAND SPREADS, GLOBAL

GROWTH OPPORTUNITIES ARE SEEN. BUSINESS

ALLIANCES ARE FORMED, NEW FACILITIES CONSTRUCTED. TO

ARRANGE PROPERTY AND CASUALTY COVERAGES, LOSS CONTROL, FIRE

ENGINEERING, EMPLOYEE BENEFITS, AND TO COORDINATE CLAIM HANDLING

AND UNDERWRITING, THIS BUSINESS RELIES ON AN EXPERT, WAUSAU INSURANCE.

The business insurance experts. ¤WAUSAU
WAUSAU INSURANCE COMPANIES • 2000 WESTWOOD DR., WAUSAU, WI 5440 I • I-800-320-777 I • A+ A.M. BEST RATING • NATIONWIDE INSURANCE ENTERPRISE
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Lloyd's
Continued frompage 2
because investors cannot waive U.S.

securities law under Securities and

Exchange Commission regulations
(BI, March 17), That cleared the way
[or 350 members to sue Lloyd's for
alleged securities violations.

As a result of that ruling, some
members who have had their claims

against Lloyd's rejected in other U.S.
courts are looking to see whether
they can have their cases reheard in
[ight of the 9th Circuit decision, ac-
eording to Richard S. Rosenblatt,
chairman of the American Names

Assn.

Lloyd's and California Insurance
Commissioner Chuck Quackenbush

recently filed petitions to the 9th Cir-
cuit panel to get the case reheard or
to get it reheard en banc, court pa-
pers show.

If the 9th Circuit decision stands,

Lloyd's says the lawsuit would im-
pair its insurance business, according
to court papers. Lloyd's argues that
allowing such a lawsuit would con-
travene federal policy against inter-
ference with the insurance business.

Lloyd's and Commissioner Quack-
enbush also predict in their petitions
to the 9th Circuit that if the U.S.

members are allowed to proceed with
their securities claims, they ultimate-
ly could rescind their obligations un-

der their Lloyd's contracts, which
"would have catastrophic conse-
quences" on policyholders, third-
party claimants and ceding insurers.

The SEC, however, argues that the
9th Circuit's decision should stand.

Lloyd's doomsday predictions may
have some merit, the SEC acknowl-
edges in a brief filed with the court.

However, "the proper solution is not
to be found in ignoring the antiwaiv-
er provisions (in securities law), up-
holding the choice clauses, and pre-
venting the assertion of securities

claims," the SEC states.
Such a decision could deprive in-

vestors in any foreign insurance com-
pany the right to protection under
federal securities law, argues the
SEC.

It is up to a U.S. court to decide
whether Lloyd's membership can be
considered a security, the SEC says.
Although the SEC has not issued an
opinion on whether Lloyd's member-
ship may be considered a security, as
alleged, it contends the case must be
heard under U.S. law, as there is
nothing similar under British law
that offers the same protection.

Indeed, the 9th Circuit's decision is
almost in direct conflict with the 4th

Circuit's decision on choice of law

that the Supreme Court declined to
review last week.

The 4th Circuit overturned a dis-

trict court judge's decision in Louis
F. Allen vs. Lloyd's that the case
should be heard under US. securities

law.
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Completing the Concept

This year's program includes general
sessions, roundtable discussions and

concurrent workshops on the following:

¤ Basics of Captives and Risk Financing

¤ Risk Managers Round Table

o Selecting the Right Domicile for Your Captive

o Loss Reserves: The Complete Story

¤ The Tax and Regulatory Issues

o Latin American Captive Developments

o Reinsurance: Accessibilly, Affordability, Necessity

¤ Rent-a-captives: A Time to Lease; A Time to Buy

¤ Group Health Care Captives

¤ Multiyear, Multiline: The Complete Risk Financing

Solution?

s Fronting and Workers Compensation
¤ The Future Is Not What it Was

¤ Wheeling, Dealing and Stealing

¤ Captive Case Studies

o Plus, the World Captive Forum Golf Tournament

Save the Date:

November 16 - 19, 1997

Turnberry Isle Resort & Club
Aventura, Fla.
(Close to Miami & Fort Lauderdale Airports)

Keynote Speakers:

Heidi Hutter, Swiss Re America

Patrick G. Ryan, Aon Corp.

Sponsored by:

Business Insurance
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The 4th Circuit concluded-on-

trary to amicus briefs filed by the
SEC in the proceedings-that the
case should be thrown out because

"the contractual provisions among
the parties selecting the law of, and a
forum in, the United Kingdom
should be enforced."

Although the Supreme Court de-
clined to review the 4th Circuit deci-

sion, it might hear the 9th Circuit
case because it would be petitioned
on different grounds, according to
Mr. Rosenblatt.

Any appeal on the 9th Circuit case
would be on the choice of law issue,
whereas in the 4th Circuit case the 93

plaintiffs unsuccessfully petitioned
the Supreme Court on the grounds
that the appeals court usurped its ju-
dicial power by throwing the case
out. The plaintiffs contend that the
4th Circuit had been asked only to
hear an emergency motion to stay a
preliminary injunction and not asked
to decide on the merits of the district

court's decision at all.

The plaintiffs had filed a prelimi-
nary injunction to block Lloyd's re-
construction and renewal program-
scheduled to be completed on Aug.
28, 1996-until they received more
financial information required by
SEC regulations. On Aug. 23, a fed-
eral judge granted the injunction,
and set a Nov. 4 trial date.

Lloyd's appealed to the 4th Circuit,
which ruled in Lloyd's favor on Aug.
27, the day before R&R was to be
completed,

Meanwhile, Lloyd's awaits anoth-
er forum selection decision from the

5th U.S. Circuit Court of Appeals in
regard to Charles Robert Leslie us.
Llogd's and R.W. Sturge & Co. In
that case, Lloyd's is appealing a deci-
sion by the U.S. District Court in
Houston that the Leslie case could be

heard in the U.S. because Mr. Leslie

signed the members contract under
fraudulent pretenses (BI, Sept. 18.
1995). Ill

Union Pacific Corp.
to retain crash losses

By BRUCE KELLY

1 DEVINE, Texas-Union Pacific
Corp. will pay the $7.7 million in
property and cargo damage
caused by last week's head-on col-
lision of two freight trains outside
Devine, Texas.

1 Union Pacific will "assume the

risk for the whole thing. It won't
involve insurance coverage," a
spokesman for the Bethlehem, Pa.-
based transportation company
said. Union Pacific owns both

trains and the track on which the

crash occurred.

Union Pacific has insurance for

major catastrophes, the spokes-
man added. Bermuda-based X.L.

Insurance Co., which last year
purchased RAIL, a mutual insurer
owned by 12 transportation com-
panies, including Union Pacific,

' confirmed that it writes coverage
for the railroad, but provided no
details (BI, Sept. 16). X.L. writes
property and liability coverage for
railroads.

The trains collided June 23,

shortly after midnight near
Devine, which is 30 miles south-
west of San Antonio. Four men

 were killed and two injured in the
collision and resulting diesel fuel
fire. Of the four men killed, one
was an engineer, one a conductor
and two were transients illegally
aboard the trains.

j Another Union Pacific spokes-
 man said damage had been done

to its equipment, including the de-
struction of four locomotives, as

i well as freight, train track and a
bridge. Union Pacific hopes to sal-
vage one locomotive damaged in
the collision, he said. The north-
bound train carried mixed freight,

! and the southbound train carried

 auto parts, he added. The estimat-

The collision of two

freight trains last
week in Texas killed

four people and will
cost Union Pacific

Corp. nearly $8 mil-
lion in property
and cargo damage,
which the company
will retain.

AP/ WIDE WORLD PHOTOS

ed $7.7 million in damage includes ,
the damaged cargo.

Although the cause of the acci- ;
dent has not been determined, 2,
"human error" was both "likely"
and "possible" in causing the col- i
lision, a spokesman said.

The National Transportation 
Safety Board and the Federal ;
Railroad Administration are in- '

vestigating the accident. Both
agencies sent investigators to the ;
collision site in Texas and to Oma- i

ha, Neb., where a Union Pacific

dispatching center is located. The 
trains were traveling between San Z
Antonio and Laredo when they
collided in an area without signals
or a signal system. Such areas are
common and known as "dark ter- '

ritory."
Engineers rely on dispatchers to i

guide them through dark territory, :
a spokesman from the Federal :
Railroad Administration said. i

"The Federal Railroad Adminis-

tration is interviewing dispatchers ·
and investigating the dispatcher :

facility in Omaha," the FRA 

Two "event recorders" that i
recorded the communication be- '

tween the northbound train's en-

gineer and dispatcher were recov- 4
ered at the crash site and carried ,

by investigators to Washington, 1
said a spokesman from the Na- i

tional Transportation Safety 
Board.

After rerouting trains through-
out Monday, Union Pacific opened ,
the San Antonio/Laredo route at '
7:30 a.m. on Tuesday.

Laredo, which is approximately
150 miles southwest of San Anto- '

nio, is a gateway for Union Pacif- i

Approximately 10 Union Pacific
Trains cover the route each day. ,

i45*

i r·



A revolution has

begun ...
¥V

world

insurance

network

Something remarkable has taken

place. A landmark for the insurance

industry has been reached. The

framework that will allow the first

stage of global electronic commerce

within the commercial and industrial

insurance market is here.

Through its new worldwide inter-enterprise

communications service, WINconnect, the

World Insurance Network provides a private,

secure and reliable commercial business

environment that everyone involved in the

insurance industry can benefit from - today!

Look at some of the names on this page -

the biggest and the best in the industry - and

you begin to see the power that this service

brings. It is power based on the best technology

solutions provided by WIN's partner, BT and its

joint venture Concert, supplying the global

network. It is the power to compete globally.

The power to conduct business instantly. The

power to transform the industry and introduce

high value commerce based on creative,

intuitive and

effective electronic

business processes And these

organizations are committed to making

it happen.

WINconnect allows organizations to take

a global view of the industry. By reducing your

reliance on paper-based processes, WIN's

service makes your current business much

more efficient while opening previously

unattainable business opportunities. More

importantly, it will help reduce costs and

enhance the service you can offer to

your customers.

This is the future of the commercial

insurance industry. It will take your commitment

and enthusiasm for the real power of global

electronic commerce to be realized.

arted

a revolution in

the commercial

insurance industry.

It's now up to you to

join it.

To find out more about WIN call

+44 (0) 990 143 242, or visit the WIN

website at http://www.worldins.com

« ..- MCLENNAN fid.CPNCERT- ON J&11 MARSH &  WILLIS CORROON 
Sedgwick



8 / Business Insurance, June 30, 1997

Opinions

Keeping states on course
A S WE SURVEY state legislative activity on the tort re-

flform, workers compensation and risk management
fronts, we generally are very pleased with what is going on.

Health care legislative developments, though, are not as
encouraging.

As we report this week, states continue to reform their
workers compensation statutes-albeit at a more modest
pace than a few years ago. States also are continuing to en-
act tort reform measures. Just as important, business
groups are fighting legal challenges aimed at weakening or
overturning reforms enacted years ago by several states.

At the same time, risk managers are in the trenches ac-
tively lobbying for more alternatives to the traditional mar-
ket. That effort succeeded in Maine with the enactment of

Legislation to allow employers to establish captive insurers
there. In North Carolina, they're fighting to assure that
Eronting arrangements aren't saddled with expensive and
unnecessary new regulatory burdens.

On the health care front, however, managed care plans
are under attack. They're passing measures that, if contin-
ued, eventually could undermine the ability of managed
care plans to keep costs under control.

Looking at those three main areas of legislative activity,
we're most encouraged about workers comp reforms at the
state level. As we report, two states-Ohio and Kentucky-
have passed major reform statutes. Just as significantly,
several states-Connecticut, Maine and Massachusetts-
beat back efforts that would have undermined previously
enacted workers comp reforms.

In the tort reform area, no one would confuse the rate of
legislative activity this year with the mid- to late 1980s,
when state legislators responded to the liability insurance
crunch of that period with dozens of bills intended to bring
more balance and certainty to the civil justice system.

Still, Alaska, Iowa and Montana enacted comprehensive
tort reform bills so far this year, while other states enacted
smaller reforms. We think that is a decent record, especial-
ly given the fact that many other states have already enact-
ed broad-based meaningful reforms in the past few years.

Of course, tort reform is not a one-shot deal. Business has
to continue push for additional reforms as well as defend
what already has been enacted.

The situation in health care is different. States continue

1

C 11 -

k

to pile benefit mandates on insurers and health mainte-
nance organizations. As we have said many times, those
measures have more to do with the power of specialinter-
est provider groups than good health care policy.

States also are trying to undermine the efforts of man-
aged care plans to hold down costs, such as by allowing pa-
tients to go directly to specialists rather than primary care
physicians, who are supposed to coordinate care. Legisla-
tors also are mandating how much coverage health care
plans should provide for specific health conditions.

To be sure, some managed care practices, such as forcing
women out of the hospital within a day of delivering new-
borns, are outrageous and thus invite a legislative response.

Still, we're somewhat encouraged that state lawmakers
are defeating other attempts to restrict sound managed
care practices as often as they are passing them. We hope
that's a sign that some legislators are beginning to under-
stand that they would be better off not trying to microman-
age the health care system. It's up to the business commu-
nity to make every reasonable effort to persuade lawmak-
ers that that's indeed the right approach.

Letterc

Golden Eagle opinion is uninformed
To the editor: I feel compelled to comment

m the inaccurate and irresponsible editorial,
'Who's in Charge in California?" in the June
16 issue, relating to the conservation of Cold-
en Eagle Insurance Co. Your editorial is un-
fair, uninformed and biased.

You say that "in looking at the Golden Ea-
gle case, one has to wonder what Commis-
sioner Quackenbush intended to accom-
plish." There is no need to wonder; the com-
missioner intended to accomplish exactly
what he has accomplished, including:

• Golden Eagle was underreserved by ap-
proximately $289 million as of Dec. 31, 1996.
I'hose same policies will now be fully rein-
sured up to an additional $420 million by
Liberty Mutual Insurance Co., with its $40
billion in assets and $5.8 billion in policy-
holder Surplus.

• The jobs of almost 1,300 employees were
in jeopardy, but now all employees will be
retained.

• The economic value of the Golden Eagle
business and its role as a key competitor in
the California market were in serious jeop-
ardy; now both are being fully preserved.

• Most important, policyholders were in a
hazardous circumstance; now they will be
completely safe,

These are adrnirable goals and it is ex-
traordinary that they have been accom-
plished in such a short time.

You, however, have chosen to ignore the

facts; instead you assert that the process that
has occrined is both unusual and inappropri-
ate. You are wrong on both counts.

Among other things, you assert the com-
missioner initiated his bid process after
"backing away from an early deal with
Zurich Centre Group." This is utter non-
sense. First, the agreement with Zurich Cen-
tre was an "agreement in principle," not a
deal. This means that it was subject to sub-
stantial preconditions, including due dili-
gence, and the deal may or may not have
come to fruition. Second, terms of the agree-
ment in principle expressly acknowledged
that an alternative transaction process could
be required by the consevation court.

If you did not know that the bid chosen by
the commissioner would be subject to ap-
proval by the conservation court, and that
this process might result in a further round of
bidding, then you need to read some of your
own back issues. Everyone actually involved
in the process knew it, however. Indeed, al-
most every similar receivers}lip in California
over the past decade has involved an over-
bidding process.

Your claim that the commissioner some-

how made a "hasty retreat" from the Amen-
can International Group Inc. deal and that
this "leaves him open to questions about the
integrity of the process" is absurd. First,
there was no hasty retreat. This process has
flowed forward quickly, it has proceeded in

a well-precedented fashion, and it has result-
ed in the rehabilitation of a substantial prop-
erty/casualty company.

You seem nc,t to care about the results; in-
stead, you carp about the process. AIG did
win the original bid, but at a subsequent
court hearing both AIG and Liberty Mutual
entered into a new series of bids and over-

bids. In the end, the Liberty Mutual bid was
selected as the best bid.

As a result, there has been a substantial

improvement in the protections and benefits
for policyholders, creditors, the general pub-
lie and the shareholder.

Your opinion that "to allow bidding in two
separate forums is absurd" ignores that this
is a very common occurrence. It is a byprod-
uct of "due process" concepts and of the
checks and balances built into the insurance

insolvency statutes by the Legislature.
These things, and other aspects of your ed-

itorial, are incorrect and unfair. But you
transgress to the irresponsible when you de-
clare that the current situation "guarantees
more uncertainty for policyholders." This
makes your editorial a "scare piece" and a
false one at that. Golden Eagle's policyhold-
ers are completely safe under all scenarios.

Karl L. Rubinstein

Deputy Conservator
and Chief Executive Officer

Golden Eagle Insurance Co.
San Diego
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Comp
Continued from page 1
less pressure to further reduce
costs," Mr. Wood said. "It doesn't

mean that there aren't problems
with those workers comp systems
that need to be addressed, it just
means costs have aligned-howev-
er temporarily-with the employer
community's willingness to pay."

"The bills this year are smaller-

literally and figuratively," said
Nancy Schroeder, director of work-
ers compensation for the National
Assn. of Independent Insurers in
Des Plaines, Ill.

She noted a few exceptions to
that trend, including Ohio, which
passed some major changes; Indi-
ana; Kentucky, which enacted
changes in late 1996, and undue-
cessful proposals in Oklahoma.

Three northeastern states-Con-

necticut, Maine and Mas-

sachusetts-essentially staved off
isolated efforts to undercut previ-
ous reforms.

"Bills that seem to have the most

Ufe are those that affect attorneys'
fees," Ms. Schroeder said.

However, "there was virtually no
gain that the trial bar made this
year," said the AIA's Mr. Wood.

Other unsuccessful legislative ef-
forts, he said, included efforts to re-
instate a broad cost of living ad-
justment in Connecticut and to give
workers more say in choosing treat-
ing physicians in Maine.

"The memories of the workers

compensation financial crisis in re-
cent years are still pretty fresh, and
I believe those memories serve to

give legislatures pause in moving
ahead to undo what was enacted to

restabilize workers comp systems
in recent years," Mr. Wood said.

One movement gaining support
nationally is the trend to abolish
second-injury funds, which the AIA
also is lobbying to eliminate.

Legislatures in Florida and Ne-
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braska this year voted to abolish
such funds. Second-injury funds
were developed in the early 1900s
to encourage employers to hire dis-
abled workers by providing them
economic relief if the worker had a

second injury rendering him or her
totally disabled.

The Florida and Nebraska ac-

tions bring to 10 the number of
states that have passed such legis-
lation in recent years, Mr. Wood
said. The other eight states are: Al-
abama, Colorado, Connecticut,
Kansas, Kentucky, Minnesota, New
Mexico and Utah.

In addition, Delaware passed leg-
isla:ion this year that would allow
self-insured employers, such as
Wilmington-based E.I. du Pont de
Nemours & Co., to opt out of the
second-injury fund, Mr. Wood said.

The trend of abolishing second-
injury funds concerns the AFL-
CIO, however.

"I don't think the argument that
the Americans with Disabilities Act

made second-injury funds obsolete
has any basis in fact," said James
Ellenberger, assistant director for
the union's department of occupa-
tional safety and health in Wash-
ington.

Such funds have been "misused

and abused" by employers and in-
surers that "like dumping their
problem cases on a second-injury
fund, but no one likes paying for
it," Mr. Ellenberger said. Support-
ers of abolishing such funds "are
really transferring risk back on an
injured person with a disability,"
he said. This is "real transparent"
and "despicable," he said.

Another trend seen in several

states is adoption of laws encourag-
ing drug-free workplaces, often by
allowing insurers to provide work-
ers comp premium credits to em-
ployers (BI, June 2).

This year, Mississippi and Vir-
ginia passed laws mandating pre-
mium credits and Georgia and Ten-
nessee expanded their programs,

Ms. Schroeder said.

While employers and legislators
tend to favor the programs, the
NAII has sorne concerns about

whether actual savings from the
programs are going to match the
discounts insurers are required to
provide, she said.

Insurers are also concerned about

the indirect, negative impact that
anti-managed care legislation may
have on workers compensation.

"The general anti-managed care
environment will erode acceptance
generally of controls on workers
comp medical care delivery through
managed care networks," the AIA's
Mr. Wood said.

That could make workers comp
medical care more expensive and
reduce insurers' ability to manage
claims, he said.

In addition, legislative proposals
designed to increase the privacy of
medical records may particularly
hamper workers comp insurers if
states begin adopting legislation

that would apply to comp cases,
Mr. Wood said. "From the proper-
ty/casualty industry's viewpoint.
these would be antithetical to eval-

uating claims, protecting against
fraud and carrying on the business
of insurance," he said.

From labor's perspective, dubi-
ous trends in recent workers comp
legislation include growth in the
number of states restricting com-
pensation for repetitive stress cases
and states using only American
Medical Assn. impairment guide-
lines to determine compensation.

In addition, Mr. Ellenberger is
cautious about praising what he
called "low benefit states" when

they significantly increase benefits,
as Indiana did this year. ''Are these
gains or are we making long over-
due corrections?" he asks.

Following is a roundup of the
states' workers comp legislative ac-
tivity, based on reports by Business
Insurance staff and coordinated by
Senior Editor Meg Fletcher:
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The Maine Legislature passed two

bills relating to workers comp in its
session that ended June 2, though the
governor vetoed one.

The vetoed proposal would have re-
moved from existing law a provision
that gives an employer the right to se-
lect a health care provider for an in-
jured employee for the first 10 days of
care. The governor vetoed the mea-
sure June 10. The Legislature failed to
override the veto.

Another measure signed into law by
the governor directs employee advo-
cates to assist employees through me-
diation and hearings and raises the
cap on assessments and adds an allo-
cation to fund additional employee
advocates. The new law also says that
health care practitioners submitting
sworn statements are not subject to
cross examination at hearings with
respect to medical evidence

In Massachusetts, legislation is be-
ing considered by the House Com-
merce and Labor Committee that

would effectively repeal workers
comp reforms made inMassachusetts
in 1991. Those reforms sharply cut
back benefits.

The bill would: increase the average
comp wage loss compensation rate to
66.66% from 60%; extend the pay-
ment period for temporary total dis-
ability benefits to five years from
three; and increase the period for pay-

ing temporary partial disability bene-
fits to 11 years from five.

There was no significant workers
comp legislative activity in Connecti-
cut, New Hampshire, Rhode Island or
Vermont.

While Pennsylvania did not make
any changes to its workers compensa-
tion law this year, sweeping reforms
enacted last year have resulted in
rates being cut by 25% this year.

In Delaware, Gov. Thomas R. Carp-
er was expected to sign a bill last
week that would allow large employ-
ers, such as Wilmington-based E.I. du
Pont de Nemours & Co., to opt out of
the state's second-injury and contin-
gency funds.

There was no significant workers
comp legislative activity in the Dis-
trict of Columbia, Maryland, New
Jersey, New York or West Virginia.

Florida reforms introduced changes
to the state's guaranty funds. The
measure, which became law without
Gov. Lawton Chiles' signature and is
effective June 1, merges the Florida
Self-Insurance Fund Guaranty Assn.
into the workers comp account of the
Florida Insurance Guaranty Assn. to
create the Florida Workers Compen-
sation Insurance Guaranty Assn.

The self-insurance fund, known as
"Little FIGA," was designed to pay
accident claims on behalf of insolvent

self-insurers. A number of insolven-

cies and an overall decline in the num-

ber of self-insurers has the left the

fund short of what is needed to pay
claims. The new fund will be created

by Oct. 1 and will assess self-insurers
and insurers to pay claims of insolvent
self-insured plans.

The legislation also eliminates the
state's Special Disability Trust Fund,
or"second-injury fund," which reim-
burses insurers and employers for a
second injuy to a worker with an ex-
isting impairment. The fund had in-
curred unfunded liabilities of $4.05
billion.

The second-injury fund will not ac-
cept claims for accidents occurring on
or after Jan. 1, 1998.

Georgia Gov. Zell Miller signed a
package of workers comp changes
submitted by the state's Board 01
Workers Compensation and passed by
the Legislature.

Among other things, the new law
provides protection against civil and
criminal liability to any person who
provides information to the board
about workers comp fraud or non-
compliance.

The new law also gives the state's
workers comp board the authority to
regulate third-party administrators
and servicing agents that deal with
self-insured workers comp plans.

The Louisiana Legislature has
passed several workers comp bills.
Among them is a bill that would de-
fine who is responsible for workers
comp coverage of temporary workers.
The bill would make both the "special
employer" that hires the temp and the
"general employer" that makes the
worker available jointly responsible
for comp benefits, Each employer
could seek contribution from the oth-

er for payment of benefits when there
is no contract between them specify-
ing how the liability should be shared.
Both employers are entitled to statu-
tory exclusive remedy protection un-
der the bill. The new law only affects
cases araing after its effective date.

Other bills include a measure that

would allow lump sum settlements of
workers comp benefits earlier than six
months after termination of tempo-
rary total disability. The bill would
overturn a state appeals court ruling
that invalidated one such early settle-
ment and that jeopardized the validi-
ty of hundreds of similar settlements.

Another bill would allow a hearing
officer to impose a civil fine of $500 to
$5,000 against a person making a
fraudulent workers comp claim.

All three bills became effective on

signature by the governor earlier this
month.

Mississippi will make it possible for
employers to earn workers comp pre-
mium reductions by qualifying as
drug-free workplaces.

The law creates a system of certifi-
cation for employers that implement
programs aimed at preventing sub-
stance abuse in the workplace. Certi-
fied employers can earn a 5% worken
comp premium reduction. Participa-
tion is voluntary for both employers
and insurers.

The new law, which takes effect
July 1, directs the state's Department
of Insurance to write the appropriat€
regulations for the new drug-free
workplace program.

The program is not based on em-
ployee drug-testing but instead focus-
es on education, with workers comp
administrators at qualifying employ-
ers required to receive two hours oi
drug-free workplace training yearly
and employees to receive one hour of
such training annually.

The North Carolina General As-

sembly, though still in session until
early July, passed no major workers
comp legislation other than a revision
of the hospital fee schedule for work-
ers comp-related services, which was
subsequently signed into law.

See Comp on page 12
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er Nearly all other states ban this impairment for determining apphca- Gov Ben Nelson signed it mto law tha Fearn, Amona state director of
practice (BI, Feb 3) Ilhnois employ- tions for permanent partial impair- earher this month the National Federation of Indepen-
ers, labor unions and Insurers have ment North Dakota legislators passed a dent Business m Phoenix Insurers m

Contmued from page 10 been unsuccessful m urging leglsla- The new law also impacts employ- number of workers comp measures in the 30 other jurisdictions that allow
The South Carolina Legislature ap- tors to pass such a ban in previous ers m several ways, such as by the biennial session that ended in large deductible programs have been

proved legislation that would require legislative sessions • Stating that employers that make Aprll that were subsequently signed able to base experience modifiers in
'actuanally sound" discounts for em- The bill could be discussed agarn m false or misleading statements con- into law part on losses that employers pay, Ms
ployers that maintain a "drug-free" a veto session this fall cerning payroll or manual classlfica- Among them, one measure requires Fearn said The bill likely will resur-
workplace The governor signed it A bm awaiting Gov James Edgar's bons, forge or alter certtficates of cov- the state's Workers Compensation face next year, she added
mtolaw June 10 and it unll take effect signature would set a vanety of stan- erage or fail to obtain coverage for the Bureau to adopt administrative rules An Arkansas workers comp law
m October dards for employee leasing compa- purpose of defrauding the bureau wlll setting maximum allowable costs to that took effect May 21 ehminates off-

In addition, before adjourning ear- nies, including requiring them to pro- be gullty of felony workers comp compensate an injured worker's at- sets against permanent total disabill-
tier this month, the Legislature car- vide workers comp coverage fraud torney Another new law allows the ty benefits for Social Secunty, retire-
ned over for consideration a measure Indiana Gov Frank O'Bannon • Creating a religious exemption for director of the Workers Compensa- ment and pension benefits for work-
that would require workers comp in- called the General Assembly Into a workers comp coverage for pnmanly tion Bureau to choose not to partici- ers 65 and older For permanent par-
surers that write m the voluntary special session in May and presented an Amlsh employer and worker, if pate m a claimant's health care mal- tial disabillty benefits, the retirement
market to also participate in the a package of blils designed to finance they are members of a recognized re- practice action, waivlng the bureau's offset lS reduced to 50% of the
residual market a new sports arena that also con- hglous sect that is conscientiously op- subrogation mterest and obhgation to amount of benefits that the inlured

Technical amendments to Ten- tained unrelated provisions to m- posed to acceptance of workers comp pay attorney fees or costs related to workers is receiving or is ellglble to
nessee's Workers Compensation Re- crease workers comp benefits benefits the action receive from other sources
Forin Act of 1996 mclude one that wall Although there was staunch bum- The AFL-CIO views the Ohio law Other new legislation requires the The bill also extends the durations

require the state's insurance commis- ness opposition to the workers comp as "a disaster for mjured workers," North Dakota auditor to appoint an of permanent partial schedule bene-
sioner to approve variations m rates provisions in the package, the legisla- said Mr Ellenberger "Emplo>ers ba- Independent audit firm every two fits for theamputation of arms, hands
of more than 20% The amendment tion's key provisions to pay for a new sically got everythmg they wanted," years to prepare a performance audit and flngers, but retains the current
was included because of concern that sports arena for the Indiana Pacers he said of the workers comp bureau The hIm duratnons for other scheduled injuries
some msurers were prlemg coverage and expand the Indiana Convention There was no significant workers must have extensive expertise In A number of other workers comp
at low rates that could not be sus- Center to appease the Indianapolls comp legislative activity m Michigan workers comp practices and stan- buls were introduced during the ses-
tained, according to Charles Fentress, Colts drew support The governor re- or Wisconsin. dards mon but were subsequently defeated
state director of the National Federa- fused to break up the package and it Another measure requires that One such bill would have provided
lion of Independent Business in cleared the Legtslature May 28 and A workers comp wage-loss benehts be employees whose claim for workers
Nashvule was signed mto law m June

The measure, which was mcluded Business analysts estimate the
suspended if a claimant is confined m comp was demed the option to com-
a penal mstitution for more than 72 mence a civll action m circuit court to

as part of a bill that Gov Don higher comp benefit costs unll raise hours It also broadens the wage re- recover damages against the employ-Sundqulst signed, states that such de- costs by 13 7%, or $42 6 milhon, over L porting requirements of Injured er as a result of the injury The other
Mattons cannot be approved if they do the next three years workers to mclude anywork actlvitnes measure would have removed carpal
not reasonably reflect projected loss- Minnesota workers wlll receive regardless of whether wages were re- tunnel syndrome and other repetitive
es, meluding loss adlustment expens- workers comp benefit payments on an
es, or if they would result In a cost mtenm basis, even rf current and for- -fOO« ceived The bill also allows the bureau motion injuries and back injuries not

to pay pre-acceptance disability ben- caused by a specific Incident from the
that is"excessive, madequate or un- mer employers are disagreeing over eflts and changes medical informa- definition of compensable Injury for
Fairly discriminatory" who is hable for payments, under a In Iowa, the ability of professional tlon requirements by requiring doc- purposes of workers comp

Under other legislation that has bill signed into law May 9 athletes to collect workers comp ben- tors to report on the extent of the m- In New Mexico, a bill that would
been signed mto law, all construction- Ohio employers' concerns over the efits has been hmited with the pas- Jured worker's ablhties and restnc- have clar[fled in what situations con-
related busmesses except sole propn- timeliness, duration and dehvery of sage of lemslation signed into law tions struction workers could sue the em-

etors now must carry workers comp lost-time and impawment-based ben- Apr'il 18 The law ends berefits when Under another new law, an injured ployers for injuries failed to pass the
insurance Previous law required cov- ehts are the focus of new workers the injured athlete is well enough to worker's failure to take a drug or al- Legislature but is expected to be rein-
erage only if a company m the indus- comp reform that was signed Into law perform whatever Job he or she was cohol test could result m the forfeiture troduced next year, said J D Bolhng-
try had flve ormore employees m Apnl and takes effect July 21 doing before becoming a professional of workers comp benefits The fmal ton, vp at the Assn of Commerce &

Another bill that became law with- However, the severity of the cut- athlete, rather than until he or she can piece of legislation changes the defini- Industry of New Mexico in Albu-
:ut the governor's signature allows backs prompted a coahtion of trade compete as an athlete once more The tion of "permanent impairment" by querque
Lawyers a non-voting representative unions, Injured workers and tnal at- bill also changes how benefits are cal- no longer considering whether disfig- An ambiguity under New Mexico
on the state's workers comp advisory torneys-called the Coalltion for culated for athletes Instead of belng urement dtminishes the ability of an law concerning contractors and sub-
council, which was established by Workplace Safety-to draft a pelltlon based on weekly earnings in the job employee to obtain employment contractors now allows employees to
1996 reforms The council, made up of for a referendum to repeal the mea- they were injured in, for professional South Dakota Gov Wlillam J Jan- sue their employers under certain cir-
seven votmg members that represent sure and begin collecting signatures athletes compensation is equal to one- klow on March 11 signed a bill that cumstances, in spite of the exclusive
employers and employees, studies to place it on the November ballot 50th of total earmngs over the last makes volunteer emergency medical remedy doctnne, said Mr Bolhngton
workers comp issues m the state anc Major provisions of the new law year technicians and other volunteer res- The bill would have closed this

makes recommendations for changes wall change operations of the state's Iowa also enacted a measure that cue workers eligible for workers comp loophole by clanfying dehnitions in-
to regulators excl Jsive state compensation fund by requires mdividual or group health benefits The bill became effective im- volved

The Virginia General Assembly ap- •Reducing or eliminating claims insurers to begin paying all medical mediately Oklahoma's Senate and House

proved a number of workers comp- for aggravation of pre-exishng condi- bills relating to an miury or illness Previously, rescue workers' injunes could not work out most of their dif-
related measures, most of which were tions, except where the aggravating ansing out of employment, even if the largely were covered by their employ- ferences over two major workers
very targeted, before it adjourned incident can be shown to have sub- employer disputes the validity of the ers' health plans comp reform bills Instead, on May 29,
Ihe most signrficant piece of workers star.tially worsened the pre-existing claim a conference committee agreed on a
2omp legislation to emerge from the disease or condition Kansas lawmakers enacted a work- compromise measure that did not in-
General Assembly is a measure signed • Limiting cumulative trauma ers comp bill, effective July 1, that clude most of the cost-saving mea-
by Gov George Allen and effective claims by classifymg them only as oc- makes a number of changes to the suies the bllls onginally contained
Tuly 1 that defines hearing loss and cupational disease-instead of m- workers comp act and statutes gov- The original version of the bill
zarpal tunnel syndrome as "ordinary jury-claims and generally excluding eming the operation of the second in- would have cut Oklahoma workers

diseases of hfe" for purposes of com- from compensabihty most diseases to jury fund comp system costs 2 4% to 5 9%, ac-
pensablhty Under Virginia law, ordi- which the general publle is exposed The bill mll remove a statutory ref cordtng to the NCCInary diseases of life are compensable unless they specifically anse from an erence to the National Council on _Ck : Any savings under the final ver-
through the workers comp system occupational exposure Compensation Insurance as the ap- mon-which Gov Frank Keatmg
only if a claimant estabhshes by • Limiting the hfe of most claims to proved rating organization for work- Arizona Gov Fife Symmgton earli- signed into law this month and be-
'clear and convincing evidence" that five years, excluding claims for some ers comp pools er signed mto law legislation that al- comes effective Nov 1-wlll depend
the conditions arose out of and in the ongoing medical benefits and some It also expands the workers comp lows two or more employers to estab- on how the workers comp court inter-
course of employment The new law occupational diseases Currently, the act to apply to subcontractors in cer- hsh a self-funded workers comp in- prets the law and on the regulatory
Rpells out the specific conditions that state fund has a backlog of more than tam situations, increases the amount surance pool Under the law, effective process, according to the American
must be met to estabbsh such proof 3 milhon claims because medical-only of any award that can be allocated to July 21, the employers have to be Insurance Assn

Alabama passed no workers comp claims can remam open for six years attorneys' fees, and clanfied that the members of a pre-existing group, Among other things, the new law
reform measures Kentucky's Leglsla- from the date of injury and a lost-time 10 days in which one can appeal an such as an industry association Pool • Tnms to 156 weeks from 300

ture ls not m session in 1997 claim can remain open for 10 years award to the state's workers comp members alsomusthave been m bum- weeks the duration of compensation
from the date of the last payment of board exclude Saturdays, Sundays ness for at least five years, and their payments for temporary total and
benefits, meluding medical expenses and legal hohdays pool premiums must total at least temporary partial disabilities that oc-

• Giving the Ohio Bureau of Work- The new law also will allow the m- $750,000 cur after Nov 1

ers' Compensation the author* to re- surance commissioner or director of The law prohibits pool members •Deflnes permanent mlpalrment as
qiure that any claimant submit to a workers compensation to dismiss from adopting managed care for in- an anatomical or functional abnor-
vocational rehabilitation evaluation complaints filed against the second lured workers mality that exists after the employee

•Creating thepresumption that an in]1Uy fund for lack of piosecution Two other workers comp proposals has achieved "maximum medical im-
injury to a claimant, found to have The dismissal is considered final and died in the Leglslature One would provement" rather than "reasonable
excessive levels of alcohol or any con- not subject to appeal The new law have allowed the state to implement medical improvement"
trolled substances in his system dur- also states that reimbul·sement from managed care for state employees • Limits the compensabillty of
mg a post-accident test, was caused the second Injury fund for overpay- who are hurt on the Job The other heart-related injuries to those caused

A proposed ban on so-called "bal- by mtoxication However, the em- ment must be sought within one year would have prohibited insurers from only by stress that exceeds the normal
ance bilhng" is stalled in the Illinois ployer is required to have reasonable of the date of final order factoring mto employers' experience amount of stress workers expenence
Legislature, after passmg the state's cause before it can require the test A Missouri bill that the governor modifiers the losses that employers as part of everyday 11vlng
House of Representatives last month • Encouraging prompt payment of signed last week exempts from work- paid as part of their deduchbles, espe- • Increases the permanent partial
IBI, May 26) benefits in a variety of ways, includ- ers comp law any community service cially under large-deductible pro- disability benefit for loss-of-eye rn-

The bill would outlaw the practice Ing ellminatlng a 40-week wait to ap- work performed as a condition of pro- grams Junes occurnng priorto Nov 4,1994,
of medical care providers directly ply for permanent partial 1mpairment batlon for a cnminal conviction Before this year's legislative ses- to 250 weeks from 200 weeks
61111ng miured workers for payments compensation The Nebraska Legislature voted to sions, nine otherjurisdictions that al- • Increases survivor benefits for

m excess of the amount paid by a • Requiring use of the Amencan ellminate its second Injury fund dur- low large deductible programs had famihes of workers lalled on the job
comp insurer or self-insured employ- Medical Assn 's guides to evaluating ing the I;ecent legislative session and enacted similar statutes, said Saman- See Comp on nert page
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Comp have clanfied that the burden of Montana's governor has signed comp coverage m that state not speak or understand Enghsh
proof is with an employee who mto law two workers comp-related All the Wyoming legislation was proficiently to receive the services
charges he or she is being discrimi- bills passed by the Legislature signed mto law of a qualified mterpreter when the

Contmued from prevzous page nated against in the workplace for The first bill makes several There was no significant workers employee submits to an examlna-
The surviving children beneht ns- flling a workers comp claim changes, particularly to the state comp legislative activity in Idaho or tion by a designated treating physi-

es to 30% from 25% of the state's compensation fund, including al- in Nevada, where the Legislature is cian This bill passed the Senate and
average weekly wage The survlvmg
spouse benefit rises to 70% from

1 lowmg the state workers comp fund still in session now is m the Assembly's Industrial
H ,/ to provide dividends to pohcyhold- Relations Committee

50% of the average wage ers begmning July 1,1998, authoriz- • Perrmt a greater percentage of
' 6/,

• Bars coverage for in]unes result- ing the fund to contract with 11- 44 «. 1 tr =
mg from "horseplay" or other "wlll- censed insurance agents to sell

the $4,500 in annual vocational re-
habilitation service benefits to be

ful behavior," unless the injured workers comp insurance, and au- used for Job placement services It
worker is "an Innocent vetrn " thorizing the state fund to provide

1
also would increase the number of

• Allows employees to seek med- additional coverage for employers r days that might be used to assist in
cal treatment on their own but at 5«i - ·. V with multi-state operations placement to 90 days from 60 days
their employer's expense if the em- The bill also clanfied that an in- -U,

with the possibility of 60 more if the
ployer does not arrange treatment Despite lobbying by insurers, Col- surance company has to respond to parties agree This bill has passed
within three days of an injury Pre- orado Gov Roy Romer vetoed m- a claim within 30 days or it may be the Senate and now goes to the As-
viously, employers had to arrange surer-supported legislation that fined Alaska enacted reforms that, in sembly
treatment "within a reasonable would have reversed recent state Another reform law raises the some cases, deny workers comp • A bill that would change the dis-
tlme" court rulings that liberally inter- workers comp hospital reimburse- benefits to an employee who know- tribution of money to fight fraud to

• Directs the state's workers comp preted the state's 1991 workers ment schedule to better reflect the ingly makes a false statement about a 40%-40% distribution to the dis-
administrator to develop a new comp reform law true cost of treating workers com- a physical condition m response to a trict attorneys' offices and the In-
medical fee and treatment schedule The measure would have reversed pensation mlunes medical inquiry or examination af- surance Department has passed the
that would have to be effective by a Colorado Court of Appeals deci- In Utah, lawmakers approved a ter a conditional offer of employ- Assembly and lS m the Senate In-
Jan 1 sion rn Mountain City Meat Co and bill that creates a "Blue Ribbon ment The law took effect with the dustrial Relations Committee The

The NCCI expects that the Legis- Colorado Compensabon Insurance Workers' Compensation Commis- governor's signature on May 27 remaining 20% would be distribut-
lature wlll attempt to pass addition- Authonty vs the Industrial Claim mon" to study the possible privati- In California, both msured and ed based on the Insurance Commis-
al reforms with even greater cost- Appeals Ofice and Emihano Oque- zation of the Workers Compensa- self-insured employers are coming sioner's discretion Currently the
saving potential next session da The court ruled in that case that tion Fund of Utah, the statutorily out against legislation that woulc district attorneys and the Insurance

Workers comp reform legislation when an injured worker sustains designated Insurer of last resort in increase workers comp chsabilit> Department split the money 50%-
in Texas calls for a State Office of both scheduled and non-scheduled the state benehts 50% The bill was introduced be-

Risk Management that will admin- inluries, the losses must be mea- Other issues the 15-member com- The bill, backed by the state Fed- cause the astrid attorneys request-
ister the state's workers comp pro- sured as a whole-person impair- mission will study and report on by eration of Labor, would ed more money than the Insurance
gram and help state agencies imple- ment November Include a proposal for •Increase maximum temporary Department, and there was no
ment loss control programs However, m a letter to the gover- the fund to expand its insurance ac- total disability benefits, permanent mechanism to respond to that re-

The measure, which cleared the nor, Ronald Cobb, a vp with the tivities and how the fund should partial disability benefits, and life quest
Legislature, calls for the new office Amencan Insurance Assn, wrote serve the residual market The legls- pension benefits, which are paid to Hawaii's governor signed Into law
to establish an allocation program that this was not the mtent of the lation provides that members of the people with 70% or greater disabill- a bill that requires workers comp
that charges state agencies for Colorado General Assembly when it commission include the insurance ty after permanent partial disabihty msurers to provide employers with
workers comp costs based on passed the 1991 reform law Those commissioner, legislators, msurers, awards have been exhausted at least a 5% premium discount if
claims' experience State agencies reforms, he wrote, Intended that employers and employees • Provide full death benefits for the employer mamtams an effective
that accounted for 90% of the costs scheduled inluries remain on the The Wyoming Legislature passed the rest of thew lives to dependent safety and health program
dunng the previous two fiscal years schedule and that non-scheduled several reforms related to workers widows or widowers of employees Oregon legislation awaiting the
would pay into the self-insurance injuries be compensated as medical comp, most of which were minor whose deaths are caused by employ- governor's signature would over-
fund while the remaimng 10% impairment benefits technical amendments to existing ment-related activlties turn a court rulmg that forces em-
would not be charged The bill also would have prohibit- laws The b11 passed the Assembly June ployers and insurers to appeal com-

Agencies that pay into the fund ed workers comp claims for mental There was, however, one signifi- 4 Similar legislation passed the pensation determination orders is-
will get back a portion of alloca- or emotional stress to be combined cant reform measure that clanfies Senate the same day Both bills now sued by the Workers Compensation
tions not used to pay claims but with a schedule injury that the Wyoming Workers Com- are in committees in the opposite Division if the division awards per-
would be required to make up the The governor explained m a letter pensation Act applies m situations houses manent partial disability for condi-
shortfall if claims exceed the alloca- accompanying his veto of that bill where the mjury or death Californians for Compensation tions not specifically accepted by
tion and a companion measure that the • Occurs in Wyoming and the em- Reform, a coalltion of employers, the insurer

The risk management office, legislation would have reduced ben- ployment is principally localized in and the Callfornia Self-Insurers Failure to appeal an award was
which replaces the division of risk efits to injured workers who have the state Assn both have come out agamst held to imply that the employer and
management in the Texas Workers mental impairment arising from on- • Occurs outside of Wyoming but the measures l.nsurer accepted their obllgation to
Compensation Commission, wall be the-job injuries the employment is prIncipally local- Other workers comp measures be- compensate those conditions in the
headed by a six-member board ap- "Since the passage of Senate Bill lied m Wyoming ing considered m California include future, according to the court rul-
pomted by the governor The mem- 91-218 six years ago, I have worked • Occurs outside of Wyoming but bills that would ing Asa result, the ruling prompted
bers must have "demonstrated ex- with business, labor organizations the employee was hired m Wyoming • Pay workers comp benefits in excessive htigation as employers
perlence in the field of workers' and the Legislature to craft work- for work that is not locallzed in any the case of the death of a health and insurers sought to hmit future
compensation and risk management able solutions to ensure a workers state but iS m the United States, worker or public safety employee exposures for conditions that may
administration," according to the comp system that lS equitable and Canada or Mexico and the employ- due to HIV-related disease The bill never requrre fuither treatment
legislation fair to both employees and employ- er has a principal place of busmess lS currently before the Senate Com- The legislation would clarify ear-

Gov George W Bush signed the ers We need to continue working m the state mittee on Industrial Relations, hav- her court rulings so that employers
bill, which will become effective together in the future to make any • Occurs outside of Wyoming, the mg passed the Assembly and insurers would better under-

Sept 1 changes to the workers compensa- employer has a principal place of • Include painters in both the pri- stand which cases may require
Other legislation the governor tion system," Gov Romer wrote busmess in Wyoming, the employee vate and pubhc sectors among those treatment

signed included a measure that w111 The governor also pointed out was hired in Wyoming for work that for whom cancer is presumed to be Washington's governor signed
require utihzation review of health that neither bill had been reviewed is localized in another state or compensable This bill is awaiting Into law a measure allowing pubhc
care services In workers comp cases by the workers comp review group Canada or Mexico, but the laws of vote by the Senate Appropriations hospital distncts to self-insure their
The bill takes effect Sept 1 he had appomted to analyze the sit- the Jurisdiction where the work is Committee workers comp exposures The law

But he vetoed a bill that would uation (IN, May 12) localized do not require workers • Entitle an employee who does takes effect July 27

Tort fend," he said states, based on reports by Business trial insured captives and $750,000 three years
"I suspect that there is no appetite Insurance staff and coordinated by for association captives There was no significant tort re-

for wholesale rewnting of tort re- Washington Editor Mark A Hof- The MaIne Legislature d.ld not pass form legislation m Connecticut, New
Contmued from page 1 form," though lawyer-legslators have mann any tort reform bills this year But a Hampshire, Rhode Island or Vermont.
1995," said Ed Murnane, president of said they may temper what they have r--- -- measure that addresses insurance

the Ilhnois Civil Justice League in done, he added 1 fraud includes a provision awarding - -
Chicago "We first and foremost are an advo- attorney's fees and costs to the pre- f

There have been a few mmor and cate of legislative reform," said < valhng party m certain civil actions
not very serious efforts to repeal the ATRA's Mr Joyce, who called the , 1

A ma]or tort reform measure 15 cur-
tort reform measures or expand them, state constitutional challenges "a very 4 rently being considered by the Joint
though none has gotten very far, he troubhng development " Judiciary Committee of the Mas- I

said Elsewhere, on the rtsk management saehusetts Leglslature Provisions m
In Ohio, the focus is now on state front, Ms Allen said that an ongoing f» r the bill melude changing the joint

. -:t

tnal courts where several lawsuits are legslative attempt in North Carolina and severalhability system to a pro-
challenging provisions of that state's to set new reportmg requirements in Maine became the newest U S cap- portional system, tylng judgment in-
new tort law, said Roger Geiger, the certam msurance fronting arrange- tive domicile this month under a blll terest rates to U S TreaSUIy bond A tort reform bill movmg through
Columbus, Ohio-based director of the ments is of particular concern to signed by Gov Angus Klng The new rates instead of the current flat 12% the New York Legislature would per-
Ohio Chapter of the National Federa- RIl\<IS The measure passed the Sen- law also allows captives to wnte m- rate, a requirement that m SUltS rmt non-economic damages for sur-
tion of Independent Business and ate but is currently stalled in a House surance "for controlled unafflliated agamst professionals another profes- vivors m a wrongful death suit Cur-
president of the Ohio Alhance for committee business," which is defined as busi- sional in the field certifies that the rently, only damages for financial
Civil Justice She pointed out that several other ness that has a contractual relation- case has merit, a 15-year statute of re- losses may be awarded The measure

"There wlll not be too many broad states are "looking at deregulation," ship with the parent of an afflliated pose for product hability actions that has passed the Assembly and lS
challenges to the tort reform law, but while the North Carolina proposal company and follows certain risk incorporate a "state of the art" de- awaitmg action by the Senate Rules
rather a whole bunch of individual would Increase regulation management guidehnes (BI, June 23) fense, standards for expert witnesses Committee
challenges to specific provisions," he Following is a roundup of tort re- Mame's minimum capitalization re- m medical malpractice actions, and a Another Senate bill would allow
speculated That approach w11 be form, Insurance and nsk manage- quirements are $250,000 for single- reduction of the statute of 1rmitations pohcyholders to sue Insurance
"much more dificult for us to de- ment legislative activity around the parent captives, $500,000 for indus- In shp and fall cases to one year from See Tort on next page
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model acts on risk-based capital and product liability suits involving in the biennial session concluded pay for the cleanup costs and th]rd-
material transactions as a result of blood products and HIV/AIDS April 29 Gov Edward Shafer sub- party damages attributable to par-
the passage of a measure this year, In Minnesota, a bill enacted on sequently signed them mto law ties that are out of business or are

Continued from prev:ous page which was allowed to become law April 11 created civil immunity for One law requires a medical mal- financially unable to pay
companies drrectly for unfair claims wrthout the signature of Gov Law- alternative dispute resolution per- practice case to be dismissed with- An environmental law m Arizona

settlement practices This measure ton Chiles The legislation is effec- sonnel out preludice when the plaintiff creates a pilot project designed to
passed the Assembly and is pending tive July 1 The attention of Ohio employers falls within three months to obtain encourage the first 100 eligible
m the Senate Rules Commlttee Insurers w111 be subject to finan- is focused on preserving the major an admissible expert opinion to owners of underutilized property

Another bill being considered by cial examinations by insurance reg- tort reform gains made in legisla- support the allegation of malprac- with soil contamination to clean up
the Senate Rules Committee and the ulators whenever it is deemed neces- tion signed last October, which tice their sites and make them economi-

Assembly Insurance Committee sary under the new law Previously, went into effect on Jan 27 Another raises the state's man- cally attractive for development
would permit the establlshment of Insurers were examined at least The law significantly limits non- mum liability for claims against it Once a site has been remediated,
captive Insurance companies in the once every five years economic and punitive damages to $1 million per occurrence from the state will release the property
state Several tort reform measures were (BI, Oct 7, 1996) For example, lt $750,000 per occurrence The law owner from hability for any further

Governor George Patakl has not approved last week but not signed in abohshed lomt and several babillty also requires that the state will in- action to remediate the known con-
taken a position on any of these Louisiana, where the legislative ses- for non-economic damages Howev- demnify and hold harmless state tamination at the site
bills Any bills not acted on when mon ended on June 23 er, loint and several liabihty for employees acting within the scope The state also anticipates the pro-
the session ends in early July will be One bill provides that lawsuits economic damages would be main- of employment for any claims or lect could be the first step in devel-
held until the Legislature recon- filed but not pursued for three years tained for defendants more than judgments as long as the employees oping a program that would release
venes m January would be considered abandoned, a 50% responsible for a plaintiff's provide complete disclosure and co- participating property owners from

Medical malpractice legislation reduction from the five-year penod harm Defendants less than 50% re- operation in the defense of the federal Superfund actions Proper-
was enacted in Pennsylvania late in current law sponsible for a plaintiff's harm claim ty owners who currently are em-
last year The law hmits pumtive Another sets out a clearer defini- would be severally liable for eco- Two new South Dakota laws that broiled in civil or criminal htigation
damage awards to two times the tion of what would constitute a cer- nomic damages and only pay dam- become effective July 1 are de- with state or federal environmental
compensatory award, requires an tifiable class action lawsuit and set ages in proportion to their share of signed to discourage frivolous ac- regulators are inehgible In addi-
expert to certify the defendant devi- procedural requirements for class hability tions by plaintiffs and defendants tion, owners of property with
ated from the appropriate standard actions Another measure would re- The law also capped non-eco- in civil lawsuits groundwater contamination and
of care, institutes pretrial confer- quire that service of lawsuits be re- nomic damages in severe Injury cas- The first creates a cause of action owners with leaky underground
ences for discovery and allows de- quested within 90 days of the ftling es, limited punitive damages as- for frivolous or malicious claims or storage tanks who have sought cov-
fendants to certify they were not in- of the suits Current law provides no sessed to large employers and hmit- defenses in civil cases The other re- erage from a special state UST
volved in the care of the defendant, time limit ed the statute of repose to 15 years quires courts to order the party cleanup fund are inehglble
which allows them to be dismissed Attention in North Carohna cen- for most product liability claims whose actions were found frivolous Another new Amona law that
from the case tered on an attempt by the Insur- and six years for most medical mal- to pay at least some court costs and provides insurers some regulatory

The law also makes changes in the ance Department to persuade the practice claims reasonable attorneys fees relief could help standard lines in-
state's catastrophic loss fund The General Assembly to approve legis- Thus far, no other major tort re- Gov William J Janklow signed surers prevent some unusual risks
rate physicians pay into the fund is lation that would subJect certain form bills have been introduced both measures March 11 from moving to the surplus lines
now based on the scheduled rate set fronting arrangements to new re- into the Legislature Kansas, Missouri and Nebraska market Under the measure that be-
by the insurance commissioner, and porting requirements The measure, Wisconsin legislators are consid- did not pass any tort reform mea- comes effective July 21, msurers no
not the discounted rate commonly which was opposed by RIMS and ering a measure that would repeal a sures during the 1997 legislative longer will have to go through the
paid by providers for their primary other busmess groups, won Senate $350,000 cap on non-economic session costly and time-consuming process
layer of coverage Also, the attach- approval but is currently stalled in damages in medical malpractice of filing with the state Insurance
ment point for the fund was raised the House Little tort reform legisla- cases estabhshed under a 1995 law Department so-called "A rates" for
and a committee was created to in- tion has been considered during the The bill is currently in the Senate
vestigate the total ellrmnation of the current session other than compet- Judiciary Committee, whicn has al-

unusual risks that do not fall with-

in a normal rating category
fund ing House and Senate measures that ready conducted a public hearing On June 13, Oklahoma Gov

Another bill awaiting the gover- would provide employers with some on the measure This year's session Frank Keating signed a bill that
nor s signature would allow banks rel»ef from habihty when makmg of the Wisconsin Legislature began gives the Insurance commissioner

t°,r2mrC signlficant tort re- ecteede rteofecrnccdh{asesysinext fs of theyentinues through the authority to determine which of
about two dozen ratlng criteria are

Eorm measures enacted in Delaware, month applicable to each line of coverage

the District of Columbia, Maryland, There was no significant tort re- jl The law, which becomes effective
New Jersey or West Virginia form enacted in Alabama, Georgia, Arkansas Gov Mike Huckabee Nov 1, also allows the commission-

Mississippi, South Carolina or Vir- signed one tort reform measure er to promulgate regulations that
ginia Kentucky is not m session

which ended April 17 One bill ex- rates every four years if, for exam-
r/n

0 1/ tends volunteer immunity for any ple, the rates are unchanged

during the 1997 legislative session, would allow insurers not to refile

civil damages to physicians and The Legislature kined several
j health care professionals who are bills that lt determined would re-

licensed by the state and render form tort laws In 1995, it agreed to
medical services free of charge to a three-year moratonum on tort re-

Iowa Gov Terry Brandstad people unable to pay, or provide forms from 1996 through 1998
signed a multipronged tort reform medical services for a nominal fee Venue shopping w,11 be restncted

Tort reform efforts fell short in »---f bill on May 29 The law establishes The immunity does not apply if the under a new law that makes it more
a 15-year statute of repose for prod- act or omission was the result of difficult for residents of other states

Florida but discussions regardmg a uct habillty lawsuits-except in the gross neghgence or willful miscon- to file some types of lawsuits in
package of reforms wlll continue case of certain silicon gel implants, duet Texas.

this summer Former House Speak- In Illinois, a bill that would ex- asbestos, dioxins, tobacco, poly- But another reform bill, which The legislation, signed by Gov
er James Harold Thompson w111 act pand the scope of the tort immunity chloride biphenyls and substances would have limited punitive dam- George W Bush, allows courts to
as a mediator in talks between a act for local governments and their posing an unreasonable risk of in- ages to the greater of three times dismiss asbestos-related personal
malition of Flonda buslness and in- employees is stlll pending m a Sen- lury, sets the mterest rates on ludg- the amount of compensatory dam- inlury or wrongful death suits filed
surance interests and the Florida ate subcommittee Another measure ments equal to U S Treasury bills, ages awarded in an action, or after Jan 1,1997, if defendants
Academy of Tmal Lawyers as the that would provide damage recov- limits future damages to present $250,000, died during Arkansas' show that the action "would be
two sides negotiate over reforms to ely for an individual inlured by a value The law also estabhshes hm- legislative session more properly heard in a forum"
be introduced in 1998 youth under 18 years of age is now its on how much a plaintiff can col- Arizona Gov Fife Symington outside Texas

Florida businesses and insurers pending in the House Rules Com- lect for loss of consortium and elim- signed into law three bills that will Asbestos suits filed between Aug
pushed for legislation drafted by the mittee The Illmois Legslative ses- mates the traditional rule of loint reduce the fmancial burden of par- 1, 1995 and Jan 1, 1997 can be
House Financial Services Commit- sion will resume in the fall after a and several liability for non-eco- ties that are at least partially liable heard if plaintiffs agree to certain
tee The bill, which failed to gain fi- summer hiatus, and run until De- nomic damages The existing Joint for creating hazardous waste sites stipulations, including limits on
nal approval before the session end- cember and several liability rule is pre- All become effective July 21 damage awards
ed May 2, contains a number of re- In Indiana, an environmental in- served for actual damages when de- One eliminates Joint hability for The act also applies to suits filed
forms, Including bamng lawsuits in surance bill that would have en- fendants' fault is between 50% and the cost of cleamng up hazardous against railroad compames under
product habillty cases involving abled insurers to clanfy policy lan- 100% waste sites the Federal Employers Liability Act
products more than 12 years old, guage defining pollution risks was One provision of the legislation Another eliminates lomt hability and in cases alleging injuries caused
eliminating vicarlous hability of a vetoed That bill was a response to a limits the ability of a minor who for related third-party bodily Injury during air transportation to or from
2ompany or person because of the May 1996 state Supreme Court rul- was under the age of 8 when an al- and property damages The law ap- Texas
Lntentional tort of another The leg- ing that held the state's standard leged act of medical malpractice plies to pending as well as future New Mexico enacted no sigmfi-
Glation also would ellminate vican- insurance pollution exclusion was was committed to brlng legal action claims because it clarifies the Leg- cant tort reform legislation
Dus hability against the owner of a ambiguous and shifted hability to later than the child's 10th birthday islature's intent under a 1987 tort
product if a user injured by the insurers (BI, March 10) Gov Frank Now, minors can brmg personal reform law
product has insurance coverage that O'Bannon's surprise veto of the injury sults until age 19 Asa result, That law eliminated Joint and

-tx-*

Mll mdemmfy, and clarify that House bill last month enraged in- the new law treats minors over age several hability in tort cases except
punitive damages are only to be surers, which had anticipated his 8 the same as adults they have two those involving hazardous sub-awarded for intentional misconduct support They now say the veto unll years from the discoery of an in- stance or waste sites The Legisla- )r conduct for which it is hignly have a chlling, destabilizing effect Jury, or up to six years from occur- ture's intent, though, was to pre-
probable an injury was caused The on the wnting of hability pollcies in renee of an injury, to file suit serve loint and several liability only
0111 called for allocating 75% of the state Under the law, defense counsel under a 1986 statute that created a r '

punitive awards to the state's Pubhc No significant tort reforms were would have greater access to rele- fund to clean up contaminated sur-
Medical Assistance Trust Fund and enacted in Michigan in the current vant medical records in all mal- face and ground water
the remainder to the plaintiff session to date, which runs through practice cases, with some safe- Under both laws, responsible The Colorado Assn of Commerce

Insurers in Flonda are required to the fall A proposed bill would set guards for patient nghts parties now can be held hable only and Industry was successful in de-
Eollow standards under the National July 13, 1995, as the starting point North Dakota legislators ap- for their degree of fault A state feating a tnal lawyer-supported bill,
Assn of Insurance Commissioners for the statute of limitations for proved several tort reform measures fund financed by several taxes w111 See Tort on next page



Busmess Insurance, June 30, 1997 / 15

STATE LEGISMTIVE WRAP=UP 1997

A bill signed into law in Nevada ages if the plaintiff was involved in placed in this year's Inactive file that supporters believed applied to
requires the deposition of certain the comrmssion of a felony when An effort by the California Assn minors as well as to adults But the
persons before holding the settle- the inlury occurred The law was for Tort Reform to place limits on state's Supreme Court eventually

Conttnued from prevzous page ment conference required in medi- sponsored by an employer group, punitive damages also failed to diminished the statute for mmors
which would have allowed plaintiffs cal and dental malpractice claims Alaskans for Liability Reform It reach a vote A measure that would The legislation also calls for early
to recover from "deep pocket" defer:- The law becomes effective July 1 takes effect Aug 7 have given judges the authority to dispute resolution, and proposes
dants, regardless of their proportion- In Utah, the Malpractice Against Other legislation establishes two set punitive damage awards never that contingency fees not be
ate share of hability Existing Col- Health Care Providers Amend- incentives for business to conduct passed out of committee charged against any amount of-
orado law places hmits on such joint ments law establishes a 180-day voluntary self-audits of their com- Hawaii legislators passed four fered in settlement by the defen-
and severalhabillty time limit within which the re- pliance with environmental laws bills backed by the Hawaii Captife dant pnor to the personal injury

Despite heavy opposition from quired health care provider pre-lit- and regulations The legislation Insurance Council Two became et- plaintiff obtaining an attorney
business mterests, however, lawmak- igation panels must be conducted provides immunity from civil fective m April One allows recipro- Defendants m personal injury
ers did pass another Colorado Trial The law, which went into effect in penalties for violations if the non- cal insurance groups to set up asso- cases could make early settlement
Lawyer Assn -backed bill May, also provides that these pan- compliance is discovered through a ciation or nsk retention groups The offers, and if made within 60 days
that provides for increasing dam- els need not be held if both parties self-audit and reported promptly to HCIC hopes this law will attract of receipt of a demand for compen-
age awards to reflect the effects of agree to chspense with them the appropriate regulatory agency non-profit organizations that now sation, and accepted, then plaintiffs
inflation The measure, which is No tort reforms were passed by The law also makes certain volun- go to the Cayman Islands The oth- attorneys' fees would be limited to
awaiting Gov Roy Romer's signa- the lIdaho or Wyoming legislatures tary compliance reports privileged er new law liberalizes a captive's hourly rate charges or capped at
ture, apphes to compensatory dam- and not adrnlssible as evidence or ability to write credit hfe disability 10% If early offers are rejected,
age awards in cases Involving so- rZ subject to discovery The legislation pohcies contingency fees could only be
cial-host hquor habihty, dram shop 4 , _r-/ E was first vetoed by Gov Tony The two other bills are awaiting charged against net recoveries in
Liability and wrongful death It also I , v / Knowles, but he was overndden action by the governor, who had excess of those offers
applies to non-economic damage The law takes effect Aug 9 until July 1 to act on them One For professional negligence or
awards in personal injury and f Other legislation could provide would broaden the insurance com- product liability cases, plaintiffs
wrongful death cases protection for employers with es- mlssioner s latitude in adoptmg would have to obtain a certificate

The Montana Legislature ap- tablished drug and alcohol testing rules for the financial oversight and of merit within 90 days of filing a
--proved several tort reform and risk V. 3- »Ck programs For example, an employ- regulation of captive insurers An- lawsuit The certificate would es-

management-related measures dur- er could not be sued for failing to other would create a full-time in- tabllsh that a qualified expert has
ing the session that ended April 23 test for a specific drug Employees surance administrator within the determined the merits of the claim
Gov Marc Racicot signed all of the Alaska legislators met Jan 13 could not sue for damages resulting Insurance Division who would be and that the reported negligence
bills into law through May 11 A comprehensive from test results unless the employ- responsible for momtonng and reg- caused the plamtiff's injuries

One requires a unanimous Jury tort reform bill was passed that er acts on results the employer ulating the captive insurance in- Current law imposes loint and
verdict before punitive damages caps punitive damages at the knows are false positive Gov dustry The legislation also would several habillty, but the legislation
can be awarded Another law states greater of three times compensato- Knowles has until July 2 to return provide funds for support staff would allow defendants to be held

that in determining liability in a ry damages or $500,000 However, the bill to the Legislature Gov Ben Cayetano also signed a liable only for their proportionate
Lawsuit, the fault of parties that in cases involving commercial ac- In California, a bill that would bill that changes the state's modi- share of fault The legislation was
have settled their portion of the tivities, the punitive award would have permitted third-party bad fied no-fault automobile insurance not adopted this year, but it will be
Lawsuit or those that have been re- be capped at the greater of $7 mll- faith lawsuits against insurers was system This new law makes an au- automatically reintroduced next
leased from the suit can be consid- lion, four times the amount of fi- placed in the inactive file when tomobile accident victim's health year
ered A companion bill will become nancial gam that resulted from the supporters reahzed they didn't have care plan-rather than an automo- Also in Washington, the governor
effective only if the first one is ever defendant's misconduct, or four enough votes to move it out of the bile insurance plan-responsible vetoed portions of a bill sponsored
found unconstitutional by the state times compensatory damages Assembly for covering accident medical ex- by insurers attempting to strip In-
Supreme Court The companion bill Punitive damages are to be estab- The bill, which had the support of penses above $10,000 surance Commissioner Deborah

repeals joint habillty but retains the hshed at a separate proceeding, and both the California Assn of Con- Oregon lawmakers were trymg to Senn of certain rule-malang au-
new mochfied comparative fault h- 50% of any punitive award goes to sumer Attorneys and the California wrap up their legislative session at thority, such as her ability to adopt
ability system signed Into law the state's general fund Applicants Attorneys Assn, also press time Legislation to make in- unfair practices rules

Still other reforms include allow- In cases of unlawful employment would have permitted injured surance fraud a crime of theft However, Insurers were success-

Lng]ury costs to be assessed against practices, punitive damage awards workers to file bad faith suits passed the Senate and moved on to ful m their bid for a use-and-file
parties filing frivolous lawsuits, against employers are to be deter- against their employers' workers the House But as of June 23 1t had law, allowing them to begin using
and allowing companies to do envi- mined by a scale based on the num- compensation insurers not passed the House The bill also new rates or forms for commercial
ronmental audits of their own oper- ber of employees working for the Named the Royal Globe bill after would provide immunities for peo- accounts before submitting them to
at:ions to achieve some level of im- employer within the state a controversial 1979 court decision, ple reportmg fraud and require m- the commissioner for review The
munity from administrative fines Non-economic damages are lim- the bill could be resurrected next surers to provide information about commissioner stlll will retain the
rhe immunity does not apply if the ited to the greater of $400,000 or year (BI, March 17) fraud to government agencies ability to disapprove rates found to
company knowingly violates the the InJured person's life expectancy Meanwhile, case law set by the In Washington, the Washington be excessive or inadequate The law
Law or if its action would be a crim- m years multiphed by $8,000 How- 1988 California Supreme Court de- Liability Reform Coalition, repre- takes effect July 27
mal rather than a civll offense ever, for specified mjuries the limit cision in Moradz-Shatal vs Fire- senting a broad group of employers Another measure signed by

Another measure that passed es- rises to the greater of $1 million or man's Fund Insurance Cos contin- and associations, is backing a leg- the governor requires all licensed
tabllshes cnteria for drug and alco- life expectancy multiplied by ues to bar such suits in the Golden islative package that attempts to insurers-except health, hfe, title,
hol testing of employees and $25,000 State restore the state's 1986 Tort Reform medical malpractice and credit-
prospective employees and provides The bill also estabhshes a 10-year A bill that would hft the $250,000 Act Portions of the act have been to institute and maintain an an-
for the confidentiahty of test results statute of repose, expert witness cap on medical malpractice pain eroded by court decisions, such as a tifraud plan The law takes effect
except in certam circumstances qualifications, and disallows dam- and suffering awards also was health care statute of limitations July 27

Health 24-hour telephone access to a Meanwhile, states continue to dures, bars gag clauses in which a axillary lymph node dissection
physician or licensed health care follow the decades-long practice physicians are prohibited from for treatment of breast cancer
professional of requiring insurers and man- discussing non-covered treatment In Massachusetts, legislation

Contznued from page 1 The wave of bills aimed at curb- aged care plans-typically in re- options with patients, and re- that proposes new regulations is
gency room services that a "pru- ing what the public perceives as sponse to special-interest pro- quires the commissioner to devel- pending in the House's Health and
dent" user believes are necessary managed care abuses isn't sur- vider groups-to offer specific op an annual "consumer report Insurance committees Among its

In addition, states are trying to prising given the dominant role benefits, such as coverage for dia- card" on managed care organiza- many provisions, the bill would
force employers to give employees managed care has assumed in de- betes lions starting in 1999 require health insurers to disclose
in health maintenance organiza- liverlng health care services Following is a roundup of state Maine Gov Angus S King Jr more information so the state can
tions an alternative to providers "Managed care is now the es- health care reform activity, based signed several health care-related 1Ssue report cards on providers,
in the HMOs' networks tablishment It is not the alterna- on reports by Business Insurance bills during the legislative session and lt adopts a reasonable lay

For example, Oklahoma and tive delivery system," says Susan staff and coordinated by Editor- that ended June 2 person provision for the coverage
Iowa have enacted legislation that Laudicina, director of research in at-Large Jerry Geisel The new laws of emergency services
requires employers with at least the Washington office of the Blue • Require health care payers to The New Hampshire Legisla-
50 employees that only offer an Cross & Blue Shield Assn --I calculate copayments or de- ture passed and Gov Jeanne Sha-
HMO to offer a point-of-service Other legislative measures ap- ductibles based on actual costs heen signed a bill that will give
option also That requirement, pear intended as a way for spe- 2 ' O 15 rather than percentages the Department of Insurance
though, may violate the pre-emp- cialists to maintain their revenue • State that a beneficiary has no power to set rules on managed
tion provisions of the Employee base as managed care grows  duty to pay back a health insurer care networks' procedures in re-
Retirement Income Security Act, For example, 10 states have en- for benefits received until the solving complaints about cover-
some benefit experts say acted measures that give patients beneficiary has received full pay- age denials, utilization review

Under a POS, enrollees can go direct access to specialists with- ment from other sources In addi- processes that networks must de-
outside the HMO network each out first having to see an HMO's tion, health insurers recovering velop, credentialing of network
time they need to use health care gatekeeper A Minnesota measure, payments must reduce amounts health care professionals, ensur-
services But HMOs impose more for instance, gives managed care Connecticut Gov John Rowland recoverable to reflect beneficia- ing the adequacy of prov.der net-
cost-sharing requirements for ser- enrollees direct access to obstetri- this month signed sweeping man- nes' attorneys' fees and costs works in managed care plans, and
vices delivered outside the net- cians and gynecologists, while a aged care legislation The new • Require HMOs that offer men- outlining policy on the quality as-
work Other states are requiring new Florida law lets enrollees see law, which the Legislature passed tal health services to cover ser- surance and quality improvement
HMOs to offer POS options, with a dermatologist directly, without in May, establishes an external vices performed by a counseling programs that networks should
the District of Columbia, Idaho, a referral from a primary care appeals process in which the in- professional implement
Montana and New jersey consid- physician surance commissioner or an inde- • Prohibit removing high-risk Meanwhile, the Legislature has
ering such legislation "Every licensed medical group pendent panel of health care ex- participants from group health agreed to study external review of

States are taking other ap- is trying to get a direct stream of perts appointed by the commis- care coverage and forcing them to managed care decisions
proaches to improve services de- patients Ultimately, you lose co- sioner can rule on coverage dis- buy individual coverage In Rhode Island, the House
tivered by managed care plans ordinated care, because there will putes The law also requires man- • Mandate coverage for 48 hours passed a bill that would require
For example, a new Virginia law be nothing left to coordinate," Ms aged care organizations to set up of inpatient care for a mastectomy health insurers to permit women
requires HMOs to offer enrollees Laudicina noted internal complaint review proce- and 24 hours of inpatient care for See Health on next page
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Health quires insurers to cover hospital policyholders who have had lation was enacted in Georgia, services through a panel of physi-
stays for 72 hours for a radical breast cancer The law also gives Mississippi or South Carolina cians
mastectomy and 48 hours for a physicians authority to determine The Kentucky Legislature was not The new law also places HMOs,Conunued fromprevwus page simple mastectomy Also, legisla- hospital stays after mastectomies in session this year health care corporations, dentalto make an annual routine visit to tion approved by the full Senate Lawmakers also passed legisla- r- care corporations and prepaida gynecologist without a primary and the Assembly Health Com- tion that brings Florida into com- dental plans under the same regu-care physician's referral The Sen- mittee would require HMOs to of- pliance with the federal Health latory umbrella with all otherate also passed the bill, which fer a point-of-service option Insurance Portability and Ac- ( managed care entities Previously,now goes to the governor Legislation is pending in the countability Act of 1996

Earlier this month Gov Lin- New York Senate that would give The Louisiana Legislature earli- 4
coln Almond signed legislation managed care organizations the er this month narrowly passed the tions were unregulatedthat mandates a 48-hour mini- same liability as physicians for "Rural Hospital Preservation Solvency standards for thef

preferred provider organizations
and physician hospital organiza-

mum hospital stay for a mastecto- medical malpractice suits An Act," which includes a hotly con- health insurance corporations are
my and a 24-hour stay for axillary identical bill is pending in the As- tested "any willing provider" pro- based on the types of services pro-lymph node dissection sembly vision The bill would require vided Minimum net worth re-

The House and Senate also have If the bill iS not passed by the managed care organizations to In Illinois, Gov Jim Edgar quirements for HICs vary from
passed separate bills broadening time the session adjourns in early contract with all hospitals and the signed a measure passed by the $1 2 million to $1 7 million
coverage for cancer treatments July, it Will remain active in the providers who work in those hos- Legislature that bans health in- Wisconsin legislators are con-
The two bills would require insur- next session beginning in January pitals in parishes with 65 000 or surers from using genetic testing sidering a measure that would al-
ers to cover more experimental A new law in West Virginia that fewer residents The law would m coverage decisions low private employers to seekcancer treatments Each bill must goes into effect July 11 bars life cover most of Louisiana's 64 The governor earlier this month lower health insurance costs by
be approved by the other chamber and health insurers from denying, parishes, excluding only New Or- also signed legislation requiring joining with their public sectorbefore going to the governor canceling or not renewing cover- leans, Baton Rouge and a handful insured health plans to provide counterparts in the managed care

Gov Almond in April signed a age for victims of abuse The law of other cities, according to the coverage of Pap smears, prostate programs run by Wisconsin's
measure requiring health insurers also prohibits adding surcharges Louisiana Managed Healthcare exams and naprapathic services, Group Insurance Board The mea-
to pay all medical claims relating or rating factors to policies cover- Assn The bill was sen: to Gov or therapy that uses manipulation sure is pending in the Senateto an injury or illness ansing out Ing vtctims of abuse Mike Foster last week of the body without drugs Health Committee
of employment, even if the em- Pennsylvania did not enact any Another bill the Legislature ap- Indiana enacted legislation that
ployer disputes the validity of the significant health care legislation proved and that Gov Foster is ex- requires insured health plans to 
clairn 6.pected to sign would let the state pay for diabetes care, services, ./1 2r---Vermont Gov Howard Dean

Department of Health and De- equipment, appliances and educa- 1signed a measure June 10 requir-
4

'35 partment of Insurance set stan- tion The law bars annual de- f
ing health insurers to provide the dards for provider and consumer ductibles or copayments that ex-
same level of benefits for mental complaint resolution and utiliza- ceed those for similar benefits

drug addictions and bars insurers

illnesses as for physical ailments tion review covered by the insurance plan
The measure includes alcohol and Louisiana lawmakers also con- Gov Frank O Bannon also -ftu-»irr f

sidered a proposal to require signed a bill establishing parity
from setting lower lifetime cover-
age caps for mental illnesses than I V-4/ managed care organizations to for mental health coverage that

meet several mandates already closely mirrors federal legislation A new Iowa law effective July 1for physical conditions imposed on insurers, including re- The Indiana law, though, only ap- mandates that employers with
Alabama enacted several re- quiring payment within 30 days of plies to employees covered under more than 50 employees and man-

n forms during its legislative ses- claims from participants in point- the state's health insurance plan aged care plans provide a point-
sion, which ended May 19 Gov of-service plans That measure Other reforms the governor of-service option The law also
Tony Knolls signed the measures, was passed last week and lS signed require insured plans to will require managed care plans

• Repeal the mandates making The North Carolina Senate, surgery after mastectornies and tion to employers with two to 50
which awaiting the governor's signature pay for reconstructive breast to make available a POS plan op-

federal and state funds available which is still in session, approved require managed care plans to employees
th 1 for early intervention services for three managed care bills The maintain wl·itten gmevance proce- The Kansas Legislature passed

all eligible infants and toddlers most sweeping would require in- dures and appeals policies and Gov Bill Graves signed sev-
with disabilities and their fami- surers to provide coverage for Michigan legislators have intro- eral health care-related reforms
lies mental illness and chemical de- duced many bills relating to man- this year, including the PatientSeveral bills were still in com- • Give the insurance commis- pendency equal to that for physi- aged care that are pending in Protection Act, which contains

mittee last week in Delaware, sioner authority to issue regula- cal ailments If passed by the committee Among them are mea- provisions effective July 1 that
whose legislative session ended tons to create a high-risk health House, the measure would take sures that would allow obstetri- • Bring the state into compli-
today Among other things, the insurance pool and to promote the effect with policies issued or re- cian/gynecologists to become pin- ance with the federal Health In-
bills would require availability of coverage to small newed beginning Jan 1,1998 An- mary care physicians at the re- surance Portability and Account-

• Direct access to obstetricians employers, regardless of worker other managed care bill would quest of women in managed care ability Act of 1996 Group health
and gynecologists and would let health status or claims expel'i- prohibit gag rules and require plans, prohibit "gag rules", ban insurance provisions included
qualified Ob/Gyns apply to be ence that health benefit plans provide genetic discrimination by insur- adopting the federal definition ofprimary care gatekeepers • Require health plans that offer coverage for emergency room ser- ers, require HMOs to allow 48 "pre-existing conditions " The

• Coverage of childhood immu- coverage for mastectomies to cov- vices under specified circum- hours of care after mastectomies, legislation also extended, to 63
nizations for 11 conditions er mammograms at least every stances The third bill would re- and mandate that HMOs cover days from 32 days, the gap per-

• Coverage by state-regulated two years for women ages 40 to 49 quire that both patient and physi- emergency services, in and out of mitted between prior health cov-
health plans of equipment and and annually for women age 50 cian be consulted before a mastec- their networks erage and a new group plan to getsupplies for treatment of diabetes and older tomy patient is discharged from Other pending bills include one credit against the pre-existing• Coverage of annual mammo- • Subject HMOs to the same the hospital All three measures that would expand HMO member condition limits Small-businessgrams for women 40 and older premium tax rates as health ln- are before a House committee access to boards of HMOs through policies also must be guaranteedA comprehensive managed care surers Tennessee Gov Don Sundquist creation of a health care consumer available and guaranteed reneK-
consumer protection bill now in • Prohibit genetic testing of en- signed a bill requiring insurers to advocacy department within the able, and the definition of a
committee calls for, among other rollees for cancer risks cover the cost of equipment and state Health Department "small employer" was revised tothings a state-appointed over- A Florida law sweeps aside one supplies such as syringes and In Minnesota, a reform bill cover businesses from two to 5 0
sight agency for managed care of the "gatekeeper" functions of blood glucose monitors needed by signed earlier this month expands employees
plans, sufficient primary care primary care physicians Under a diabetes patients The law also re- eligibility for a program that pro- • Establish a "prudent person"
providers and specialists and 24- "direct access bill" that oecame quires insurers to cover the cost of vides coverage for low-income standard for payment of emergen-
hour telephone access for plan law without Gov Lawton Chiles' training and education to help pa- residents The measure also elinr- cy room services
members, a specific waiting time signature, managed care sub- tients manage the disease nates a 1% premium tax on Blue • Prohibit gag clauses in
for appointments, and allowing scribers may visit a dermatologist The Virginia General Assembly Cross & Blue Shield plans and provider contracts and "negative
special-needs patients to select a up to five times a year without a approved three managed care bills HMOs and cuts provider taxes for incentives" that reward providers
specialist as a primary care referral from a primary care that were signed into law by Gov physicians who serve low-income for not utilizing certain services
provider physician George Allen and take effect July populations Another approved or specialty care

Late last year, the District of Other Florida reforms 1 measure requires managed care • Bar the use of genetic screen-Columbia enacted the HMO Act of • Prohibit HMOs from including One will require HMOs to pro- plans to pay for self-education ing or testing in underwriting
1996 The measure forbids HMOs "gag clauses" in provider con- vide 24-hour member access to and training for patients with di- health insurance
from imposing so-called "gag tracts medical care or 24-hour telephone abetes, while yet another reform • Require parity between medi-
rules" and requires HMOs to offer • Require HMOs to respond access to a physician or licensed requires managed care plans to cal and mental health benefits in
a point-of-service option to em- promptly to complaints. advise health care professional The new provide direct access to obstetri- all group policies except those for
ployers subscribers of their rights to file a law also will require HMOs to re- cian/gynecologists small groups

Maryland enacted legislation written grievance and establish a 1mburse hospital emergency facil- Ohio became the first state to Other reforms also effective
that will require coverage of nec- procedure for addressing urgent 1tles and providers for initial give its Insurance Department July 1 will repeal a requirement
essary medical equipment, sup- grievances screenings and other specified regulatory authority over all that HMOs buy medical malprac-
plies and outpatient self-manage- • Provide that HMOs inform pa- services when a member was re- health plans engaged in insur- tice insurance and will require,
ment training for people with dia- tients of the organization's quali- ferred to the emergency room by a ance, even if physicians own or among other things, that employ-
betes The governor also signed ty assurance program and proce- participating physician operate them ers provide coverage from she
into law measures that will re- dures for determining provider Another law requires the com- The Managed Care Uniform Li- date an adopted child is placec in
quire insurers and HMOs to pro- credentialing and when services missioner of health to examine eensure Act went into effect June a home
vi(ie coverage for prostate-specif- are deemed medically necessary HMOs' quality of services and will 4 after Gov George Voinovich Missouri Gov Mel Carnahan
ie antigen tests for men aged 40 to • Require insurers to cover pros- require HMOs to inform members signed it last week signed a comprehensive
75 and bone mass measurement thetic devices and reconstructive of the grievance system Under the law, managed care bill that would require organiza-
for diagnosis and treatment of os- surgery in some cases after mas- The third law will require plans entities will be known as "health tions that deliver or pay for health
teoporosis The laws take effect tectomy This law, which goes into that cover prescriptions to offer insurance corporations," or HICs, care services to maintain an "ade-
Oct 1 effect Oct 1, bars insurers from coverage for contraceptives which pay for, provide or other- quate" provider network, discloseA new law in New Jersey re- denying or canceling coverage for
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Regulators confront online issues
By Brooks White

THE OPPORTUNITY TO CIRCUMVENT insuranceregulation in the United States, through the mar-
keting and distribution of insurance via the Internet,
has yet to be tested.

Apart from ongoing study by the National Assn. of
Insurance Commissioners, many state insurance de-
partments have not formally confronted this problem.
Many find comfort in their state's excessively broad
jurisdictional laws, which, if enforced, could probably
ensnare the legitimate offshore markets. Even if these
laws overcome constitutional challenges, enforcement
may still be problematic for the departments if the
perpetrators operate from countries with no treaties
with the United States.

The California Insurance Department, having an
older and narrower law, has formally taken a position
on part of the issue. Under California's Bulletin No.
96-4, issued on May 30, 1996, the solicitation of insur-
ance via a Web site of a non-admitted insurer was

analogized to be the equivalent of a non-admitted in-
surer advertising in a magazine of general circulation
and including a pre-stamped, self-addressed return
mailer for the prospective policyholder.

The California department's position is that if the
Web site reasonably would be expected to reach, or is
purposefully directed at prospective California poli-
cyholders, then the Web site must have a disclaimer
of the insurer's unlicensed status in California. If

these applicants can obtain an executed policy in Cal-
ifornia via the Web site, then the policy must be pro-
cured through a California surplus lines broker.

Given that this was outlined in a bulletin, the de-
partment recognizes that this is its viewpoint and did
not cite any statutory authority for its position.

The analogy of a Web site to a magazine ad of gen-
eral circulation is well-intentioned but inaccurate.

Reliance upon the surplus lines laws is also mis-
placed.

Unlike a magazine that is physically in California, a
Web site on a non-admitted insurer's server located

outside the state is not soliciting in California. Like
any direct placement initiated by the policyholder, it
is there to be solicited.

It is the distinction that takes the Web site transac-

tion outside the statutory predicate for the regulation
of insurance. The "transaction of insurance," which is
the basis for all state insurance regulation, requires,

in part, solicitation, negotiation or procurement of in-
surance within the state.

If there is no solicitation of insurance by a non-ad-
mitted insurer because the applicant has dialed an
out-of-state server, the next criterion for insurante

regulation is negotiation of insurance within the
state. If the Web site merely contains a program or
template for the inputting of data from California, it
would be questionable whether this would constitute
negotiation of insurance. The insurer's underwriting
and rate quote would be done outside the state and
would be merely available to the prospective insured
by again accessing the out-of-state server.

The California Insurance Department seems to have
recognized this fact, as its focus is on the final criteri-
on for insurance regulation: the procurement of the
policy.

In this regard, California agrees that if the policy is
delivered to a California resident who is not in the

state, then a California surplus lines broker need not
be used. The department does not address the issue of
the policy being electronically delivered to an out-of-
state location or computer, but I believe the result
would be the same. It also does not address the possi-
bility that the policy might be kept electronically by
the insurer in a book entry format rather than deliv-
ered. This would permit a policyholder to access its
policy through the Web site, at any time, via a policy
number. While I do not believe any insurer has done
this to date, the possibility exists that this could be
done for standard forms and ultimately save insurers
considerable expense. It also would offer the policy-
holder, who elected book entry when applying for the
insurance, an opportunity for permanent record re-
tention.

As it is feasible for a non-admitted insurer through
its Web site not to solicit, negotiate or procure insur-
ance in a state other than where its server is located,
insurance regulation can be avoided in a state such as
California. If the non-admitted insurer's server is off-

shore, then all U.S. insurance regulation conceivably
could be avoided.

Although surplus lines business is exempt from cer-
tain licensing and other regulation, it is still within
the definition of the "transaction of insurance." It is

this distinction that undermines the California de-

partment's application of the surplus lines laws to
electronic insurance.

Of broader implication is that because such elec-

tronic insurance would not be the "transaction of in-

surance" as currently defined in some state statutes,
the independent procurement laws would not apply.
This seems to be an incongruous result, as such trans-
actions are clearly direct placements. The fact that
most states do not have independent procurement
laws is ill considered in light of electronic commerce.

Assuming that the definition of "transaction of in-

surance" is broadened to include direct placements
through any medium-or, as in many other states, be
premised upon the location or performance of the risk
within the state, regardless of where the insurance
transaction directly occurs-the most difficult ques-
tion of all remains: How will insurance regulation be
enforced and premium tax collected if a policyholder
can directly obtain insurance electronically from an
offshore insurer, bank or other institution?

Because large and middle-market commercial in-
surance buyers already have found numerous ways to
legally circumvent the insurance laws, this is primari-
ly an issue that will become the focus of the small
commercial lines market, select specialty lines and
personal lines that are based upon standardized prod-
uct and price. State insurance departments do not
have the resources to monitor or prevent such trans-
actions, so enforcement ultimately may have to be
through direct placement and financial responsibility
laws and through criteria set by commercial partici-
pants in their business transactions.

While the industry is cognizant of the susceptibility
of the insurance regulatory system to electronic com-
merce, it has not yet exploited the opportunity. This is
partially due to the development of companies' own
electronic marketing and internal systems, the incom-
plete development of electronic signature laws, the
limitation on non-admitted insurer defense rights and
good citizenship. Rogue insurance markets will not be
as charitable. ial

Brooks White is associate gen-
eral counsel with Reliance Na-

tionat Insurance Co. in New

York. The views in this article

are Mr. White's and do not re-

fleet those Of Reliance Group
Holdings Inc. or any Of its a#iti-
ates.

Workers comp only remedy for injured prisoner
Workers compensation is the exclusive remedy for pris-

oners injured while working on prison jobs, according to the
Supreme Court of North Carolina.

Percell Richardson, an inmate at the Caledonia Correc-

tional Institution, was operating a tractor with an attached
silage harvesting machine at the prison farm. The farm su-
perintendent directed 1VIr. Richardson to operate the har-
vester. During the operation, Mr. Richardson's legs were
caught in the silage cutter. His right leg needed to be ampu-
tated below the knee. His left leg was permanently and
severely injured.

Mr. Richardson filed a claim against the Department of
Correction with the State Industrial Commission, alleging
negligence due to inadequate training and supervision. The
Department of Correction asked the court to dismiss the
claim on the ground that workers comp was his exclusive
remedy. The trial court ruled for the department.

On appeal, Mr. Richardson argued, in part, that the limi-
tation of prisoners to workers comp as their exclusive reme-
dy constituted a violation of the right to equal protection
under both the federal and state constitutions. However, the
court concluded that the limitation met constitutional

scrutiny because there was a rational basis for the limita-
tion. According to the court, numerous legitimate state in-
terests were rationally addressed by the exclusive remedy
effect of the law, including suspending compensation to

Legal Briefs
prisoners during incarceration because their needs are met
by the state and limiting the liability of the state in the same
way as that of private employers by tying compensation to
wages. The trial court decision was affirmed.

Richardson vs. North Carolina Department Of Correction,
Supreme Court of North Carolina, Dec, 6, 1996 (BI/01/July,-
$10).

Court bars coverage of assault

An intentional-act exclusion in an employers liability in-
surance policy bars coverage of an employer's assault on his
employee, according to the Supreme Court of Iowa.

At issue in this case was whether the employer's mental
state deprived him of the ability to intend the assault he
perpetrated. Allied Mutual Insurance Co. and AMCO Insur-
ance Co. provided employens liability insurance coverage to
William L. Costello and his business, Costello Insurance
Agency Inc. The policies contained an exclusion for "bodily
injury intentionally caused or aggravated by you (t:he in-
sured)."

In March 1994, Mr. Costello assaulted his secretary at his
business office, causing her severe injuries. The assault oc-

curred after Mr. Costello lost his temper during a dispute
with her. He was charged and found guilty of assault.
Thereafter, the secretary sued Mr. Costello for damages re-
sulting from the assault. One of the insurers brought this ac-
tion, seeking a declaration from the court that it did not
have a duty to defend him because of the intentional-act ex-
clusion. The trial court found Mr. Costello did not intend to

cause injuries to his secretary and that the exclusion did not
apply. The insurer appealed.

The appellate court concluded that Mr. Costello was not
mentally ill, only that he experienced difficulty controlling
his temps. "His assault could scareely be considered ratio-
nal, but it does not follow that it was unintentional."

The appellate court was not persuaded that the anger
caused alack of understanding on his part. Thus, the court
said the intentional-act exclusion applied and the policy did
not provide coverage here. The trial judgment was reversed.

Allied Mutual Ins. Co. us. Costetio, Supreme Court of
Iowa, Dec. 18,1996. Rehearing denied Jan. 23, 1997
(BI/05/July.- $10). Ell

These abstracts were prepared by Mayo H. Stiegler.
Copies Of these decisions are available by sending a $10
check payable to Mayo H. Stiegler, to Business Insurance,
740 N Rush St., Chicago, IN. 60611-2590.List the numberfor
each opinion.
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STATE LEGISLATIVE WRAP-UP 1997

Health measures designed to protect the directs the Office of Pubhc Insurance dates that patients receive wntten over the past few years, suggested
nghts of health care recipients All of Counsel to produce HMO report cards material about their medical condi- Alan Tomiyarna, vp of public affairs
those laws become effective July 21 for consumers lions and procedures for the California Assn of Health

Contznuedfrompage 16 Provisions of the measures • Establish standard utillzation re- • Combines two National Assn of Plans in Sacramento

all plan benefits and limitations •Prohibit managed care plans from view procedures and require that per- Insurance Commissioners model acts "The dellvery system m California
on care, prohibit "gag clauses," keep barring providers from fully disclos- sonnel performing UR funchons must on network adequacy and quality as- is vastly diferent today than it was in
mental health records confidential ing to patients their medical needs, be hcensed physicians, nurses or surance The law allows Montana to 1993, 1994 or even 1995 " he said
and standardize grievance proce- treatment options and benefits The physician asmstants set minimum standards based on the While in the past, health plans were

legislatton also requires utihzatlon re- • Allow women direct access to Health Plan Employer Data & Infor- blamed for dictattng patient care to
In addition, the bill would view agents and insurers that use their obstetrician/gynecologists with- mation Set standards that all man- keep thelr costs low, "in 1997, hospi-
• Require coverage of off-label uses their services to adopt written UR out a referral from a primary care aged care companies must meet Is tals and doctors are capitated," he ex-

of federal Food and Drug Administra- plans And, it estabhshes procedures physician also prohibits managed care compa- plamed
tion prescriptions and emergency ser- for appeahng UR decisions • Require HMOs to cover breast re- mes from requirmg prior authonza- As a result, much of the legislation
vlces based on the opinion of a "pru- •Prohibit health, hfe, disability and construction after mastectomies tion for emergency care but allows directed at health plans and HMOs
dent lay person " long-term care insurers from requir- • Mandate coverage for minimum them to dechne to reimburse emer- Mull have httle or no effect on patient

• Permit medical malpractice Sults Ing genetic testing as a condition of hospital stays of 48 hours after child- gency care if it is determined that the care, Mr Tomiyama said "All it's go-
against managed care organizations coverage birth care was not really an emergency The ing to do is create more regulation and
and appeals of health care coverage • Require health care providers to Managed care laws enacted m New law is effective in phases begmmng more paperwork," he said "It just
denials obtain verbal and wntten consent Mexico during the 1997 legislative Oct 1, 1999 doesn't make any sense "

•Require the Insurance Depart- from their patients before they can session rncluded the Health Insurance • Mandates maternity hospital stay While it is unknown at this point
ment to estabhsh and disclose practice telemedicme Portabihty Act, which brmgs the state coverage of at least 48 hours for a how many of the bills Gov Pete Wil-
provider credentialing standards and Arkansas Gov Mike Huckabee into comphance with federal law that vaginal dellvery and 96 hours for a son wlll sign, he has shown Increased
Impose fines for violations signed several health care bills during allows for the portability of health Caesarean dellvery Interest in health care regulation His

Nebraska Gov E Benjamin Nelson the legislative session, which ended coverage when a person changes jobs, • Requires HMOs to offer a point- task force of consumer, health care
recently signed The Managed Care Apnl 17 The measures according to Blue Cross & Blue Shield of-service option, though employers and rnsurance experts 15 Investlgatlng
Patient Protection Act, which pre- • Require health Insurers to cover of New Mexico The law is effective may decide whether to buy that op- how best to reform HMO regulation
vents health plans from imposing the diagnosis and treatment of mental Immediately tion for its employees in the state

"gag clauses" on physicians or offer- Illnesses and developmental disorders In addition, the Provider Service • Allows an obstetncian/gynecolo- Bills that have passed at least one
ing "unreasonable" incentives to • Require insurers to cover diabetes Network Act, among other provisions, gist to be designated as a primary care house of the Cahfornia Legislature in-
physicians or other health care self-management training and certain creates a guaranty fund association physician and provides women direct clude measures that would
providers, though that term is not de- equipment, supplies and services for for provider service networks in case access to an Ob/Gyn • Compel a managed care network
fined The act also prevents a health treatment of diabetes of Insolvency • Prohibits underwntrng discnmi- Intending to dismiss a doctor to ex-
plan from Imposing unreasonable • Set mimmum maternity hospital The Minimum Hospital Stay for nation against domestic abuse vic- plain its decision and submit disputes
LImits on emergency room care that a stay coverage requirements of 48 Mastectomy law, effective July 1, re- tims to binding arbitration
'prudent" lay person may seek hours after a normal vaginal delivery quires hospital coverage to include 48 In Nevada, the Legislature ap- • Require managed care organlza-

North Dakota enacted numerous and 96 hours for a Caesarean section hours of inpatient coverage for mas- proved and Gov Bob Miller signed tion authonties who make coverage
health-care related laws that wlll be- In addition, the legislation sets mini- tectomy and 24-hour Inpatient cover- comprehensive managed care legisla- decisions to be hcensed physicians in
come effective Aug 1 Provisions of mum hospital stay coverage of 48 age after a lymph node dissection for tion that will take effect Oct 1 The California The Department of Corpo-
the leglslatton wlll hours for mastectomies, allows wom- treatment of breast cancer legislation defines managed care and rat:tons, which has regulated HMOs m

• Bar insurers from mterfering wlth en m managed care plans that require Among the health care-related leg- provides oversight for all managed Cahfornia slnce 1975, has come under
communication between health care a pnmary care physician to also islation that was vetoed was the Pa- care organizations as well as hmits sharp entaclsm lately as too lax
providers and patients or from retali- choose an obstetrician/gynecologist tient Protection Act, which would their ability to deny covered health • Transfer state regulation of man-
ating against providers and go dimctly to the Ob/Gyn without have given the state Department of services aged care organtzatlons to other state

• Prohibit third-party administra- a referral, and prohibits the use of gag Insurance authonty to implement Among its provisions, the law also agencies, or to what would be a newly
tors from requiring health care clauses managed care regulations requires wntten pollcies and proce- created Department of Health Care
providers to indemmfy the TPA for Oklahoma Gov Frank Keating Bills that were lalled Included an dures for utilization review, prohibits Oversight, from the Department of
any neghgence or to waive the right to signed a managed care patient-pro- any-willing-provider proposal that managed care organizations from Corporations
bring actions against the TPA tection measure that, among other would have required managed care repnsals against physicians who act • Require coverage for certain mlnl-

• Extend group coverage for mental things, calls for employers to offer a plans to accept any provider willing to as advocates on behalf of patients and mum hospital stays for patients who
health disorders to Include residential pomt-of-service plan meet the requrrements to be a pnma- forbids financial 1nducements that undergo breast cancer surgery or a
treatment The law requires employers that ry care physician Also kiHed was a limit medical services The law also lymph node exam

• Establish a minimum post-deliv- previously had offered only a health bill that would have required man- has provisions for emergency services • Mandate maternity hospital stay
ery coverage requirement of 48 hours maintenance organization health plan aged care plans to provide unlimited in managed care plans and requires coverage of 48 hours after a normal
for mothers and newborns after nor- to offer a POS plan as well The law, mental health services each managed care orgamzation to vaginal dehvery and 96 hours after a
mal vagmal dehvenes and 96 hours which apphes to employers with 50 or develop a quallty assurance program Caesarean section
for normal Caesarean dellvenes more employees, became effective lm- Managed care organizations also •Require pnor state approval of

South Dakota Gov Wilham J Jan- mediately
klow signed mto law a measure that The chief intent of the law is to di- / -> r-

must file with the state and make HMO mergers, m an attempt to curb
available to the pubhc financial re- monopohes and encourage competi-

prohibits health plans from denying rect the State Board of Health to de-
benehts to participants who are in- velop rules to protect managed care

4.,4.1li f ports as well as descriptions of any tion
complaints that lead to legal proceed- Oregon Gov John Kitzhaber signed

lured while operatmg a motor vehicle plan patients For example, the law ings A complamt resolution proce- legislation that would require health
under the Influence of alcohol or calls for rules that dure also is required rnsurers to disclose a broad variety of
drugs The law becomes effective July

1
• Prohibit physician gag orders Utah enacted leglslation that pro- mformation to plan enrollees The law

1 • Require plans to provide clear ex- hibits the use of gag clauses in also bars msurers from penalizing
Also effective July 1 is a law that re- planatlons of benefits provider contracts The law became providers over their communications

quires health care plans to cover a • Prohibit plans from excludrng Colorado lawmakers passed legisla- effective in May with plan enrollees, glves enrollees a
worker's injury if the worker's em- from thelr networks physicians who tion that, among other things, would The Wyoming Legislature passed a two-level gnevance review process
ployer determines the Injury is not have practices with a substantial bring the state into compliance with measure that requires the life and and requires insurers to provide en-
work-related If the health care plan number of patients requiring high- the federal law creating health care health insurance guaranty association rollees detailed information on treat-
denies coverage without a full expla- cost care benefit portability to mclude coverage of pohcies sold by ment pohcies for particular condi-
nation, the state's insurance director The Texas Legislature passed a Two companion measures con- Blue Cross & Blue Shield orgamza- tlons
may determine that the coverage de- sweeping package of reforms, Includ- cemed treatment and coverage of "in- tions In addition, the legislation requires
mal is an unfair trade practice If the mg legislation that allows managed tractable pam" or chronic, incurable insurers to reveal financial nsk-shar-

injury later is determmed to be work- care patients to sue their HMOs One pam The bills would allow plan 1ng arrangements between the insur-
related, the employer must reimburse of the first of its kind, the law exposes physicians to prescnbe treatment for ' --- ----=4- 7. ers and health care providers

Interest ing or delaying treatment Similar leg- ty plan underwriters to stipulate in
Gov Janklow signed another bill islation is pending m Missouri and contracts beglnnmg Jan 1,1998, *

pending m the Oregon Legislature
that generally prohibits all msurers New York whether there lS coverage for such 4 1·2 0  They mdudebuls that wouldfrom refusing to issue or renew poll- Gov George W Bush allowed the treatment Treatment could be pro- • Allow school distncts to self-in-

cies based solely on the age, race, col- bill to become law without his signa- wded by a pnmary care physician or
or, creed, national origin, ancestry, oc- ture It takes effect Sept 1 The law by a pain management speciahst * i>\ /1-»r» sure their health care benefits

•Require Insurers to allow any
cupation, mantal status or residence requires that, before suing, a patient A controversial section of Idaho's pharmacy wdling to abide by the m-
of apphcants However, life, health must appeal the case to an indepen- Managed Care Reform Act, which California lawmakers have surer's reimbursement comract to fill
and annuity Insurers may deny cover- dent physician reviewer selected by was approved b> the 1996 Legislature launched an attack on managed care presmptlons
age because of an apphcant's age the Texas Department of Insurance and signed Into law m March, re- following the defeat of many similar • Mandate that health plans relm-
And, hfe and disability 1nsurers may The reviewer w111 determine whether quires managed care orgamzations to measures at the ballot box last burse enrollees for services rendered
use an apphcant's occupation to deny the HMO should have paid for treat- offer a point-of-service option to pa- November (BI, Nov 11, 1996, Oct 14, by mamage and family counselors
coverage ment tients The law takes effect July l and 1996) Washington Gov Gary Locke ve-

Among reforms Gov Bush has allows enrollees to choose non-net- More than 60 bills have been mtro- toed legislation approved by lawmak-
signed are measures that work providers for a higher copay- duced inboth houses that, among oth- ers that would have blunted several

• Amend the Texas HMO Act to ment or deductible Other provisions er thmgs, would prescribe coverage health care reforms created m 1994
1 0 '5 / transfer oversight functions to the include benefit disclosure require- for hospital stays and limit HMO Legislators approved a bill that would

Texas Department of Insurance from ments, utillzation review protections, mergers repeal requirements that insurers of-
j the Texas Department of Health, es- grievance procedures and provider Lawmakers are taking aim wherev- fer coverage to all applicants regard-

tabhsh complaints and appeals proce- contract provisions er they suspect Cahfornia HMOs and less of their medical history, limit
dures and require disclosure of infor- Montana enacted several health other managed care plans are cutting waiting penods to no longer than
mahon to patients care-related bills, including leglsla- costs at the expense of patient wel- three months and restnct Insurers'

The law also requires referrals to tion that fare ability to cancel coverage
non-network providers for medically • Requires Insurers to cover hospital But, some of these reforms may be No significant health care legisla-

The Arizona Legislature passed and necessary covered services not avail- stays of any duration, as determined misdirected gwen the change that has tion was enacted this year m Alaska
Gov Fife Symington signed several able through network providers and by a doctor and patient, and man- occurred m California health dellvery or Hawaii
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Ruling 19805 Mr Buckley sued his em- thetic to Mr Buckley's claim that Nor does the FELA claim Buckley FELA, he said
ployer under FELA for $1 million, he should receive compensation states pave the way for'tens of mil- The second caution is that while

claiming that the exposure to the from the employer for the cost of lions of Individuals' with similar the court expressed "substantial
Continued from page 2 dust caused him mental distress periodic medical monitormg claims," she wrote for the dissent concern" about medical monitor-
muter Railroad Co, argued that He also asked that Metro-North be "We do not deny that the dissent "It is doubtful that many legions m ing claims, it "did not rule that
under the Federal Employers Lia- required to pay for periodic medi- paints a sympathetic picture of the umverse of individuals ever ex- medical monitoring claims, espe-
bility Act, which governs the rail cal monitoring to detect any sign of Buckley and his co-workers, this posed to toxic material could cially when there were symptoms
industry, there was no cause for a asbestos-related disease picture has force because Buckley demonstrate that their employers that actually existed, could never
worker with no physical iniury to But Mr Buckley showed no sign :s sympathetic and he has suffered negligently exposed them to a be properly brought," he said
recover damages of having contracted any disease, wrong at the hands of a negligent known hazardous substance, and .

You've got to prove your case is
The high court agreed, to the re- and the U S District Court ruled in employer " Justice Breyer wrote thereby substantially mereased the what they're saying," said Robin

hef of employers favor of Metro-North Mr Buckley "But we are more troubled than risk they would suffer debilitating Conrad, vp of the National Cham-
Although the decision focused on appealed the case to the 2nd U S (the dissenting justices) by the po- or deadly disease Withholding re- ber Litigation Center Inc ln Wash-

federal employers, the case was Circuit Court of Appeals, which tential systemic effects of creating lief, moreover, is dangerous, for ington
seen as having broad implications ruled in his favor a new, full-blown, tort law cause of lives will be lost when grave dis- She noted that the U S Chamber

for the private sector, as well Metro-North then appealed to of Commerce had been concerned

"We're thankful that the court the U S Supreme Court, which with the "potential spillover ef-
took steps to hmit unpredictable 11- heard oral arguments in the case in feet" to the private sector of allow-
ability," said Quentin Riegel, February (BI, Feb 24) and handed 'RIMS is pleased to see that the Supreme ing damages for emotional distress
deputy general counsel of the Na- down its decision last week Court refused to expand the breadth and medical monitoring presented
tional Assn of Manufacturers in Although the justices ruled by the Metro North case But the

Washington unammously that Mr Buckley was of the tort of negligent infliction of decision shows that "the court is

"RIMS is pleased to see that the not entitled to any damages for very cautious about entertaining
Supreme Court refused to expand emotional distress, two Justices ernotional distress,' says Paul Brown. the idea of a separate medical
the breadth of the tort of negligent filed a partial dissent on the matter monitoring tort," she said, calling
infliction of emotional distress," of medical momtoring it a "very pragmatic" and
said Paul Brown, general counsel The unanimous court found that "thoughtful" opinion
and director of government affairs Mr Buckley could not recover action ease is diagnosed too late," the dis- She pointed out that Justice
for the Risk & Insurance Manage- emotional distress damages "un- "Tens of millions of individuals sent added Breyer noted tens of millions of
ment Society Inc in New York less, and until, he manifests symp- may have suffered exposure to Justice Ginsburg also called the people have been exposed at one

"We applaud the court for taking toms of a disease " substances that might justify some majority decision denying medical time or another to toxic sub-
such a stand To have found other- "Common law courts do permit a form of substance-exposure-relat- monitoring "enigmatic" and wrote stances, in and out of the work-
wise would have subjected em- plaintiff who suffers from a disease ed medical monitoring And that that by her reading of the decision, place She said those concerns
ployers and others to a potential to recover for related, negligently fact, along with uncertainty as to Mr Buckley could "re-plead a show "that the COUrt lS thinking
flood of new litigation," said Mr caused emotional distress," wrote the amount of liability. could claim for rellef and recover for beyond the scope of FELA I think
Brown Justice Stephen Breyer for the threaten both a 'flood' of less im- medical monitoring" provided that the court is seeing the potential for

But the justices did not fully an- court "Some courts permit a portant cases-potentially absorb- he received the relief in some form recovering for exposure only is re-
swer the question of whether em- plaintiff who exhibits a physical ing resources better left available other than a lump sum ally tremendous
ployers in such cases may be liable symptom of exposure to recover to those more seriously harmed- Despite the ambiguity over lia- Despite the fact that the case ad-
to pay for medical monitoring of But"with only a few exceptions, and the systemic harms that can bility for medical monitoring, bum- dressed only liability under the
employees, which the worker in common law courts have denied accompany 'unlimited and unpre- ness and insurance groups ap- FELA, NAM's Mr Riegel said "It's
this case sought recovery to those who, like Buck- dictable liability'-say, for exam- plauded the decision going to be very important never-

Michael Buckley worked as a ley, are disease and symptom- ple, vast testing liability adversely "We're quite pleased with the theless, because the Supreme Court
pipe fitter in Metro-North's Grand free," he added affecting the allocation of scarce decision," said Craig A Bernng- generally does not get into inter-
Central Terminal project m the late The majority was more sympa- medical resources ton, senior vp and general counsel pretations of state product hability

The dissent assumes that medi- of the AmeI'lean Insurance Assn in issues unless they reach constitu-
cal monitoring is not a 'costly' rem- Washington

44

We always believed tional dimensions To the extent
edy But Buckley here sought that the case had ramifications be- that the court is interpreting a
damages worth $950 annually for yond FELA That was one of the statute at the federal level, that is

Services Guide 36 years, by comparison, of all reasons we were so intent on get- very likely to be persuasive at the
claims settled by the Center for ting our views before the Supreme state level I think lt will have a
Claims Resolution, a group repre- Court in an amicus," he said significant impact on state court
senting asbestos manufacturers, "While the decision addresses product liability cases and work-

CPCU and IIA INSPECTIONS AND AUDITS from 1988 until 1993, the average only FELA, it sends a very strong place safety claims "
candidates settlement for plaintiffs:njured by signal to courts dealing with the Separately, the Supreme Court

"The Best in Service, Quality & Pricing
1 guarantee you will team more in less time with For Over 15 Years" asbestos was about $12,500, and so-called fear of future injury Issue last week ruled 5-4 in another lia-
The Burnham System - or your money back the settlement for non-malignant in other contexts on how they bility case that guards at private

Ray Burnham CPCU CLU ARM
TECHNICAL INSURANCE SERVICES

19 Everett Street Southbridge MA 01550 1-800-557-1147 plaintiffs among this group aver- should address that issue," Mr pnsons do not enioy the same legal
Bemngton said immunity from civil actions thatCall 1-800-GET-CPCU Nowl VISIT OUR WEBSITE aged $8.810"

www tisinspects.com In her partial dissent, *n which "They provided for everyone a some guards at state-operated
she was joined by Justice John rule that can be easily understood prisons have The case, Richardson

:N.-*9==*.Fkf,»al"* Paul Stevens, Justice Ruth Bader and easily followed Essentially an us McKnight, began when a 300-
Gmsburg said "The court's antici- individual has a right to bring a pound inmate at a pnvately run
pation of a 'flood' of less important tort action if that individual has Tennessee prison sued guards at
cases and 'unlimited and unpre- suffered an Injury, not just because the facility He claimed that his
dictable liability' is overblown the individual has been exposed or rights had been violated by being

. The employee's 'injury in the come in contact with elements that placed in tight bodily restraints

J claim at stake is the economic bur- might cause inlury in the future," when he was being transported to
den additional medical surveil- he said the prison
lance entails, if an employer pro- Mr Berrington added two Metro-North Commuter Radroad

vides all that a reasonable physi- caveats, however The first is that Co us Buckley, U S Supreme
cian would recommend for the ex- the decision applies specifically to Court, No 96-320, June 23, 1997
posed employee, the employee a FELA case, and there is no obli- Richardson us MeKnight, U S

1 A / A a would incur no costs and hence gation for other courts to follow it Supreme Court, No 96-318, June
have no claim for compensation in similar cases not governed by 23,1997 lEi
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INTERNATIONAL

Global Briefs U.K. health officials consider
Bermuda-based reinsurer Mid Ocean action against tobacco firmsLtd. has offered to acquire the 49% it

does not already own of Brockbank
Group PLC, owner of one of the largest By SARAH GODDARD ing patients with smoking-related illnesses treating smoking-1 elated diseases
managmg agencies at Lloyd's of London Within a week, the authorities agreed to work Also at the end of last week, The NHS Con-
The offer, at 696 pence per share, values LONDON-The proposed $368 5 billion together on the issue federation, an association of health authori-
Brockbank at £85 5 milhon ($1424 mil- settlement between the tobacco industry and The British Medical Assn, an organization ties and hospital trusts, at its annual confer-
lion) and values the 22% stake of Chief state attorneys general m the Unlted States is ence in Brighton passed a motion stating
Executive Mark Brockbank at about £19 attracting the attention of health authorities "That a working group be established to
nullion ($31 6 mllion) U S medical in the United Kingdom consider the potential contribution of the to-
malpractice insurer MIMI Cos. Inc. is ac- At least one tobacco company, however, E- - . bacco companies :o the costs to the NHS of
quiring Unionamenca Holdings PLC, contends that the settlement wlll not be duph- 4 - l smoking-related diseases"
which through ltS London company, cated elsewhere .,3 In addition, the confederation authonzed
Unionamerica Insurance Co Ltd, is a "This is aUS solution to aUS problem, the working group to make recommendations
specialty property/casualty reinsurer and said a spokesman for BAT Industmes PLC, on the U K government's anti-smoking strat-
insurer The share-for-share offer, which one of the tobacco companies involved in the ' representing egy

has been approved by the boards of both proposed settlement all medical practition- That strategy Includes a "smoking summit"
companies, values Unionamenca at about At the same time, habillty insurers in Lon- ers in the United Kingdom, of European health ministers called by British
$165 million After the acquisition an- don are not expressing undue concern about last week issued a statement sup- Minister of Public Health Tessa Jowell to be
nouncement, Standard & Poor's Corp af- their potential liability under the proposed porting the principle of "poisoner pays " held m London next month
firmed its "A" claims-paying abihty rat- settlernent Tobacco companies should pay for the dam- Meanwhile, hability insurers in London are
ing on Unlonamenca Insurance Co Ltd Immediately following news on June 20 of age caused by cigarette smolang, which annu- showing little concern that they will have to

Royal & SunAlliance Insurance Group the proposed settlement m the United States ally costs the U K health system around £610 pay much toward the proposed settlement rn
P.L.C. is acquinng AMEV (General), an between state attorneys general and the to- milhon ($1 02 bilhon), said the statement the Umted States

Irish non-life subsidiary of Fortis Group, bacco industry (BI, June 23), several U K Dr Sandy Macara, chairman of the BMA, A spokesman for Equitas Ltd, the reinsur-
for £12 milhon ($20 milhon) The takeover health authorities started looking into an at- said that he strongly supports the principle of er for Lloyd's of London's pre-1993 habilities,
of AMEV (General), which in 1996 had tempt to recoup from tobacco companies the health authorities and hospital trusts suing said, "We don't think this is going to be a
net premiums written of £23 milhon costs they have incurred over the years treat- tobacco compames to recoup the costs of See Tobacco on nert page
($38 3 milhon), unll raise Royal & SunAl-
hance's share of the Insh non-life market

to around 15% The British govern-
ment last week rebuked 24 pension European insurers Insurers
providers or sellers for falling to compen-
sate victims whom they allegedly wrong-
ly advised to switch to individual penmon
plans from company pensions The gov- in need of change: Exec good allies
ernment singled out Sedgwick Group
P.L.C. and Legal & General Group P.L.C. By SARAH GODDARD demand for ltS products, according to Mr
as the worst offenders in fading to meet Suter At the same time, he said, lt faces in fighting
its timetable Liberty ART, the Argen- COLOGNE, Germany-The traditional competition not only from other insurers
tmian workers compensation subsidiary arms-length relationship between insurance but also from other types of financial ser-
of Boston-based Liberty Mutual Group, companies and policyholders 15 outdated vices companies liability
has acquired Argentinian commercial and likely to change, a European insurer ex- To remain competitive, the insurance in-
lines msurer Sul Amenca ART from its ecutive says dustry needs to enhance its profile in the By SARAH GODDARD
parent company, Sul America of Brazil In Europe, insurers "hardly ever hear business world, Mr Suter said Risk man-
Acquisition of Sul Amenca ART, the what is said" because of the involvement of agers and brokers are in a similar position, COLOGNE, Gerrnany-Insurance
sixth-largest workers compensation m- intermediaries in the business relationship, he contends buyers must arm themselves with a
surer m Argentina, will make Liberty contends Willi Suter, deputy general man- The insurance Industry currently is "not battery of defenses against growing
ART the third-biggest wnter of workers ager of Winterthur Swiss Insurance Co and held in high esteem" and does not attract liability exposures in Europe, a Ger-
compensation in Argentina Commer- head of the Winterthur, Switzerland-based the best people, he said Talented employees man insurance executive warns
cial Union P.L.C. has doubled to £2 rml- insurer's international division In the fu- instead are snatched up by banks, which The best defense is for the nsk

lion ($33 milhon) its standard hmit for ture, insurers must "solve the problems of also are offering higher salaries, he said manager and insurer to "stick togeth-
most pubhc habihty and product hability customers better than Looking to the fu- er in tough times," according to Her-
pohcies without increasing rates for poh- before" by talking ture, Mr Suter pre- bert Schilling, a member of the board

cyholders The increased hmit will apply with them, he said Although some markets are dicted that the trend of Cologne, Germany-based Gerling-
to both existing and new business The Although some toward consolidation Konzern Allgemeine Versicherungs
Institute of London Underwriters, which markets in Europe trying to keep the traditiona| and globalization, AGA company's risk management
represents non-Lloyd's marine insurers are trying to keep the arrangement, they will be particularly within department should make sure lt has
operating in the Umted Kmgdom, has traditional arrange- the commercial in- fully analyzed potential risks andtightened its financial requirements for ment, they likely will forced to change if they want surance industry, will that the company and the insurer
membership Saying it also would like be forced to change if to survive, says Willi Suter. result in Just eight share the same risk management
"universally recognized" membership cri- they want to survive, malor global insurers strategy, Mr Schilling said "They
tena, the ILU has ruled that members predicted Mr Suter and four major global should become real friends"

must achieve a Standard & Poor's Corp during a keynote ad- reinsurers by the end Liability exposures have increased
credit rating of "BBB" or better, or its dress at recent conference on Risk Manage- of the century Four of the 12 major players over the past four decades as legal
equivalent from another credit rating ment & Risk Financing in Europe, spon- could come "

from the German-speaking systems have become stricter world-
agency British lawyers face an 80% sored by London-based Risk & Insurance world," he added wide, he said
Increase ln annual premiums payable to Research Group Ltd "There is a certain process of fusion tak- "The claimant is always seen as a
their mutual indemnity insurer, the Solic- Brokers already are seeing their tradition- ing place, particularly in the capital of rein- good boy who needs help," Mr
itors Indemnity Fund, because of a fund al roles eroded as customers become more surers," Mr Suter said Schilling said in a presentation to
shortfall estimated at almost £454 milhon sophisticated-and professional, he said In- A key reason the Industry lS going delegates at the Risk Management &
($755 9 milhon) The SIF provides all so- stead, brokers are placing greater emphasis through these "concentration processes" is Risk Financing in Europe conference
hcitors with at least the first £1 million on their consulting practices and will sur- that insurance transaction costs are too earlier this month "There is an as-
($17 milhon) of their mdemmty cover, vive only if they "stand for added value " high, he said sumed empty pocket to be filled from
but ended voth a shortfall after apparent- In addition to closer relationships be- Competing globally also means that in- an assumed full pocket, though it can
ly underreservmg for exposures facing tween buyers and underwriters, Mr Suter surers need to invest in international com- drive companies to bankruptcy "
some law firms London-based special- identified several other trends that affect munications networks to exchange data Public opinion also has put pres-
ist loss adlusting company IRISC Techni- European insurers and risk managers worldwide, Mr Suter said However, the sure on companies from both media
cal Services has expanded further into Globalization is increasing, he said, high investment costs required could force and politicians, he said
North America with the opemng of re- pointing out that if a company is active some players out of the market "Not every- At the same time, contradictory ex-
gional offices m Houston and Pittsburgh throughout Europe, lt lS already interna- body is going to be able to afford to be play- pert opinion on assessing causes and
Simon Severne, ITS business develop- tional ing the game," he said effects of potential risks is muddying
ment director, said the opening of the More and more European companies are For those that remain, business relation- the waters further

U S offices is part of the company's strat- , moving their manufacturing facilities to ships will be different "There is going to be "Scientists have left insurers in
egy "of providing adjustmg services m re- Asia, noted Mr Suter, and Latin America la a certain bond between the first insurer, the limbo with respect to rlsks," said Mr
gions with strategic importance to the growing in importance as well reinsurer and the investment bank," pre- Schilling, giving the example of elec-
product hnes in which we oper- "Europe will continue being important, dicted Mr Suter tromagnetic fielcs .No one until re-
ate " Standard & Poor's Corp has said but the trend will be that Europe will lose a One result of such integration, he said, cently regarded (EMFs) as a risk," he
the impact of Japan's "Big Bang" flnan- bit of the weight lt has been holding," he could be that insurers may require less cap- explained, and wnile there may be no
cial hberahzation should be "generally - predicted ital and therefore carry lower financial rat- basis for a bodily injury claim, the
positive for the insurance sector over the As a result, he said, the commercial insur- ings and still be competitive fear of injury alone may be enough to
long term " However, over the short term ance market must become more internal;ion- "AA could be good enough," Mr Suter create problems
there is hkely to be considerable pressure al-in terms of the makeup of its workforce said of an insurer's rating An AAA rating As these types of issues grow, peo-
on some companies, its analysts said at a as well as where it locates offices requires more than double the amount of ple will see health risks everywhere,
press conference in Tokyo last week. The European insurance market has al- equity capital, which investors may not see See Schilling on page 23

ready reached a saturation point in terms or as being a worthwhile return, he said Ell
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Tobacco ty of "some old pollcy" lurking that about possible health effects of But Paul Hodges, an analyst with ings of "countless different exclu-
pre-dates the exclusion smoking Schroders Securities Ltd in Lon- sions spanning decades "

Royal & Sun Alliance is monitor- Some insurers also think the to- don, has warned that the U K in- The U S tobacco settlement may

Contznued from prevzous page ing the situation on a worldwide ba- bacco companies are unhkely to file surance mdustry may be underesti- spur more anti-smoking activity in
really big event for us " sis, ra:her than solely focusing on mating its exposures Although he other countnes

Tobacco-related claims were fac- the U S exposure, he said, but is agreed that the 80% rule could German pohticians hope that the

tored into the Equitas reserving "satisfied that we are adequately Tobacco exclusions stave off claims against msurers, he proposed settlement w11 help them
model, said the spokesman, adding reserved for all hablhties" pointed out that the inclusion of to pass legislation that would limit
he is confident that the reserves are Some insurance experts suggest were added to policies tins provision in the settlement smoking in pubbc places in Ger-
sufficient that any policies lacking the exclu- in London in the 1960's showed that state attorneys general many, though product liabihty laws

Tobacco exclusions were added to sion might have been voided by the thought tobacco companies could in Germany make lt unlikely that
policies in London in the mid- tobacco companies' decision to bro- at the request of the have valid claims against their in- tobacco companies would face liti-
1960's, at the behest of the tobacco ker a deal directly with the state at- tobacco companies. surers gation, according to Roland Sauer,

compames, according to a torneys general without any insur- Insurers will not know what their a member of the German parha-

spokesman for Royal & Sun Al- ers at the negotiating table Those potential exposures are until the ment
liance Insurance Group PLC The pollcies would have included provi- settlement is ratified by Congress, At the same time, state govern-
tobacco companies wanted the ex- sions for insurers to lead any legal claims against therr pollcies because and then whether tobacco compa- ments in Australia are looking at
clusion to allow them to conduct defense or negotiations, according the proposed U S settlement in- mes wlll seek coverage outlawing smoking in certain pub-
their own legal defenses, he said to market sources cludes the provision that 80% of Indeed, the spokesman for BAT, hc places, while local courts are ex-

. If we have exposures, they are Another possible defense by the any successful claims against insur- which also owns U K insurer Eagle pectmg an increase in the number of
extremely limited," said the insurance industry includes ers must be put into the settlement Star Insurance Co, said that smoking-related cases brought by
spokesman He did add, however, whether tobacco companies with- fund rather than retained by tobac- whether there was coverage, and Australians exposed to passive
that there was always the possibili- held from insurers information co compames how much, depends upon the word- smoke
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AA„Al:.Air,Ae.AdAl.Al.51 PART TIME WORK - CLAIMS '1'ku*i, DIRECTOR FLORIDA DIVISION OF STATE Managed Workers Comp...Work
National ins Litigation Consultant beeking GROUP INSURANCE (SMS)

with a successful, innovative,
PDP Group, Inc, a leader m the North Amencan commercial insurance industry, is experienced claims people all classes Rapidly exponding New York bosedA:H undemnter Seeking experienced candidatesto provide
actively seeking an expenenced, self-motivated undelwnting manager to fill a senior level Personal & Commercial to provide consul-

seamless INTAKE SYSTEM
seeks hands·on pmlesslond to be responmble for group managerial, administrative and financial

position reporting directly to the Senior Vice President of Undeninting tation & expert testimony for our attorney oversight of the State's group insurance to control costs, decrease out-
chents heallh produds (blll, iuted, mimmum premium and program which serves 400,000 members of-network claims and prevent

Based on the East Coast In close proximity to metropolitan Baltimore, this brokerage is a
Must be retired, semi-retired or seriously excess los,) and specially dabilily produds (|eaguw Applicants should possess comprehensive

market-dnven, quality provider of specialized insurance pvgrams, with a property/casualty fraud in Managed Workers
self employed wide progmms and md[,dud dsability for pelessional expertise in all aspects of health care

book of business m excess of $100 million, wntten through Best.1+ rated camel's Send a resume Including education, work othletes) Car,didam mI possess st,ong lechmml program design. procurement and manage- Comp for a budgetable, nego-
Operating with a strong belief that leadership and innovation create and sustain the experience & areas of specialization to *1&obons ind excellent vetbel and wntten commu· ment, including RFP development, contrad liable fee. Multi-disciplined Case
future of our company, we seek an expenenced manager Mth a proven track record of busi negotiations and contractor performance

O'Hara & Associates nicotion skills This is an enkepreneunal (ompony monitoring and measurement Demonstrat- Management expertise accessed
ness plan development and attainment, along with stroig employee development skills
Must possess 5 or more years in an undenvnting management position Famihanty with a

10447 Des Moines Avenue looking for o lesulls·dtiven mdmdual to report to ed expenence in the field of health care at the Intake level. Please con-
Northridge, CA 91326

team-driven undenvnting structule ts prefenrd Monagmc. Pomet Excellent compensahon package reimbursement, insurance or self-insurance tact Med-Corp at 908-688-1100
programs, and the administration of such

PDP Group, Inc offers a competitive salary and benefits package, convenient and profes- For immedete considemtion, lease fox cover letter for discussion and reference
programs in the public or private sector

stollai suburban location and excellent career growth poternal to the most qualified www.businessinsurance.com i mit,sume to ink Em(103) 883 811? required This posmon ts appointed by and
materials.

candidate If interested, please forward resume,including salary requirements, to serves at the pleasure of the Governor and ,

PDP Group, Inc.
must be confirmed by the Florida Senate
[PG940-$52,019-$106,103]

Human Resources-Code NATMGR-BI Top Producers from Ihe largest Firms ore Choosing Meeker Shari(ey
11350 McCormick Road Position closes July 25,1997 Submit resume

Executive Plaza IV What's the Decil? to Recruitment Coordinator, Department of Business
Hunt Valley, MD 21031

Management Services, 4050 Esplanade Way,

(410) 584-0410 (fax) 11,deols,etterop*ul* ad=mi bepottof mumolaaem,ronmoggfuddivased,minmotwe
Suite 160, Tallahassee, Florida 32399-0950 Insurance.

EOE mmietpmenw, and mit manag,mentlemitm,111& ¥11| exate yourdenhand upand yow bmets Fdum*
Meekerihalkeysolargetegmnal bmkemge hin whithbmketsnaonal xmunh.Weamm,kmgolew toppropetty& Fr
mually and geup hene BodummA proven imdc imdmd 0kied booksof knez. , Looking

Ci,culation Breakdown
Commercial Consumers

MANAGER RISK & INSURANCE - You'lhmthe hdlstquailyprofemonalgilonanddiredocrmtompionigemen! Weoll,rstrongcrossseloppor * Administrativewn,liesmloourfo61,&azudly, gmuphmihbe.81,401(k)&retrementdanningandrie&inonooldmwungdk 97, CEO's, Presidents, and Owners, 2,200mm You Ionah eamtheoppoilun#yto becomeonowneriniheBrmind ielp usopennew ofhcesmthe NewYotit }
maop*on area for a Vice Presidents, General Managers and

Other Administrative Personnel 5,129

Tolk to ts d leam mote about whe we'red abot# and whds m d b you

d
Financial

*
Elf Atochem North America, a leading name m specially chem,-
cals, is seeking a Risk & Insurance Manager who will handle (Oil Jad( Jennings - President, Meeker Shorkey RAk Management can Idate

Chief Financial Officers and Vice Presidents

of Finance 3,166

Secretanes, Treasurers, controllers and
administration of the Corporate Risk Management and Insurance (800)752-0153•Fox. (908) 272-9059 other Financial Personnel 2,973

* program for the U S and Canadian operations Other respons,- Exea,I,ve Olce. 14 (ommerce Dnve, Gonfo·d, 11107016* bilmes include understanding the insurance risks arising out of Risk/Employee Benefits
Vice Presidents, Directors, Managers, and

 company's operations in order to minimize large uninsured loss-  _ --- other related department personnel of in
es, communicating the company's risk management/insurance surance, nsk, employee benefits. person-

.. programs to its operating groups, preparing and distributing the net, compensation,

 annual insurance budget, and developing and maintaining Insur-
e ance programs that provide risk stabilimtion 1 thelob?
Y

pension, safety security, industnal rela-
tions,

human resources and employee/
labor relations 17,043

:. The selected candidate will possess a BA/BS in Business or Continuedrowth makes it necessary for United Capitol - 9
% relded studies, preferably an advanced degree in Finance or Insurance Lompany, a wholly owned subsidiary of Sub-total 30,511

Insurance, ten years' experience in Risk Management and

NHUN:12}48,074180#mi
Frontier Insurance Group, to seek a person to direct its Associations 290

 surplus lines/casualty underwriting operations This posi- Government, Unions and
Insurance, excellent negotiation skills, and proficiency in the use tion is located at the UCIC headquarters in Atlanta and - S Educational Institutions 946

of PC's including spreadsheet software The candidate should , reports to the EVP, Cnief Underwriting Offices
The most

Commercial Consumers

also have received or ts currently working tcward ARM and/or  The ideal cand,date will have a rninimum of 10 years - talented men
CPCU designation

Sub-total 31,747
experience in primary casualty underwriting to include

6 at least 5 of the most recent years with a surplus lines 't It and women in Insurance Agents and Brokers 8,588

Elf Atochem North America, Inc olfers an excellent salary and  carrier Experience should also include successful supervt- the insurance Insurance Companies 7,327

benefits package Qualified candidates are invited to send a sion of employees Demonstrated technical skills Accountants, Actuanes,

 Appropriate undergraduate degree CPCU a plus Ability j * industry know Attorneys & Consultants 2,831
resume and salary requirement,n confidence to the address I to bring national surplus lines relationships to UCICalso 2 -- where to turn Adlusters, Appraisers, TPA's, Captive Man-

111111111Ir: below EOE, M/F/D/V a plus agersI'l #6' *
4. when they want & Health Care Providers 1,624

elfatochem UCIC offers a competitive salary and comprehensive Others Abed to the Field 966

benefits program Reply in confidence,including salary 1 9
C to make their

history, to
Total Qualified 53,083

M[[EVS moves.
Steve Zeitman, EVP Non-qualified S

l*i@ 400 Perimeter Center Terrace Single Copy Sales 1€

Suite 345 1 58 Call:
% Atlanta, GA 30346

TOTAL CIRCULATION 53,108

Elf Atochem North America, Inc Fax (770) 399-0771 i , Cheryl Adeszko * Source Business/Occupational

EOE M/F/V/D at 312-649-5340 breakdown of qualified circulation,

Manager of Employment 0 5 51 November 25, 1996 Issue, as

2000 Market Street
Z,

F INSURANCE COMPANY for advertising submitted to BPA for December 1996

Philadelphia, PA 19103 1 details.
BPA Publishers Statement
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Hong Kong rights to demonstrate, Mr Steggles
said "But that shouldn't surprise

the company agers learn how to hght unfounded us," because those restrictions ex-

As a strategy, this may lead the or- claims and the mcreasmgly large Continued from page 3 ist In other parts of China
ganization to make larger settlements numbers of claimants, class actions precedents Under British rule, lu- .

On a personal basis, people are
Continued from page 21 than necessary, which m turn could andlawyers Crisis management tech- dicial appeals were heard by the apprehensive," said Clyde Fritz, a
even where they don't east, resulting make it uninsurable m the future, he mques and legal training can help the Privy Council in the United King- J&H Marsh & McLennan senior vp
In increased claims and increased said rtsk manager in these situations, he dom in New York with clients based in

costs, he said And if the worst does happen, Mr said "There is genuine concern about Hong Kong "On a professional ba-
Insufflcient scientihe knowledge of Schllhng said, both msurer and nsk Fmally, Mr Schilling suggested the legal system," said C J sis, I don't sense that many are

product-related diseases also is con- manager need to show "nerves of that insurance buyers ensure they are Steggles, general manager-Chi- overly concerned "
tnbutlng to the increased hability steel " uslng the most qualified and solvent na/East Asia for Hong Kong-based "We're not concerned," said
problems Individually, the nsk manager can msurers available HSB Engineering Insurance Ltd David Herratt, insurance and

"Science cannot keep track" of use seve'al weapons to fight the habil- Insurers also have a role to play in "As we go forward toward the 21st claims manager at China Light &
product-related risks, said Mr ity exposure, he said First m the risk deahng with the increasing hablhty century, what's going to happen Power Co Ltd m Hong Kong
SchillIng, and "the pubhe cannot ac- manager's armory is creating a strong problems They must be certain they with statutes, with legal cases? De- China Light & Power hasn't
cept that uncertainty leads to the dis- pubhc image for the organization, an have the best internationally expell- cisions that were precedents be- sought out any new coverages for
advantage of claimants" rather than image of safety and consideration enced staff, said Mr Schilhng, and fore, w]11 they remain intact?" risks that could emerge as a result
strengthenmg their cases This w11 lend less credibility to habil- they should develop close contact "What if a foreign firm gets into of the changeover, Mr Herratt

Mr Schilhng cntlcized the mcI'eas- ity claims with the pollcyholders This means a disagreement with a Chinese said, and the utility has no plans to
mg "claims consciousness" m society, Mr Schillmg also recommended not Just the msurance buyer, but the firm?" Mr Steggles asked, noting add coverage for operations that
nobng that he thought it iS "ap- strength m the face of pubhc enttcism, legal department, the technical de- there are questions over how arbi- include a $2 5 billion prolect in
proaching claims aggressiveness " with no signs of nervousness or trem- partment and top management, he tration matters in such cases nught Chma's Shandong Province
There ls a "decline m assuming per- bllng 11ps said be handled under the new regime Although pro-democracy
sonal responsibility," he added In fact, Mr Schilhng advised that The msurer constantly should be Mr Steggles emphasized protests are almost certain to be

While the pubhc is lookmg to sha risk managers should destroy paper- monitoring technical, legal and scien- though, that the Chinese are aware held this week, they are not exoect-
responsibility, top management is work that indicates a possible habill- tlfic trends, and develop alternative that the rest of the world is closely ed to trigger a harsh response-from
proving weak both financially and ty problem such as product defects strategies to defend claims watching their moves m Hong the Chlnese Mr Herratt said there
psychologically in the face of such Documents relatmg to product devel- The insureralso mustplayaroleas- Kong "They could reverse them- is little risk of serious disruption
claims, Mr Schlling contends opment and manufacturing processes sisting its chent with pohtical and selves a number of years if they because the new rulers want the

Corporations don't hke to be pub- should be kept if possible, though, marketing issues relating to hability take a wrong turn " world to view the transition favor-

hely enticized, he said Consequently, particularly because of the long-tail problems And where claims need to "I think the Chinese want Hong ably
management's maln concern is "to get nature of some of these issues, he said be fought, they should be fought Kong to succeed," agreed Mr Said Dean R Jobko, risk man-

nd of the uproar and media and save He also suggested that nsk man- strongly, he said M Gramano "If it's badly handled, it agement principal at The Southern
m11 be noticed around the world" Co m Atlanta, "There may be some

U.K. adjusts to recycling rules The Joint Declaration means the changes in the way things are cone,
legal system must be retained dur- but we don't anticipate any big
ing the 50-year period and likely changes " The Southern Co earlier
wlll remain indefinitely, according this year acquired Hong Kong-

By CAROLYN ALDRED will be particularly burdensome rn 11% recycled, and in 2001 to 52% re- to George F Lazovsky, Hong based Consohdated Electric Power
costs and management resources as covered and 16% recycled Kong-based chairman of J&H Asia, a utility with power plants m

A European Commission directive companies "get to gnps" with the reg- A formula accountmg for compa- Marsh & MeLennan-Chma China and the Phihppines
expands corporate responsibility for ulations, said Mr Rickmann mes' role in the packaging chain de- In a faxed reply to questions "I think people outside of Hong
recyclmg packaging products to re- But, m the long term, the regula- termmes what percentage of packag- about the implications of this Kong are more torqued out about
duce waste sent to landfills tions hkely w11 be "effective m that ing must be recycled and recovered week's changeover, Mr Lazovsky lt" than those who do business

In the United Kmgdom, which lm- they wlll make mdustry use less pack- according to its "activity obllgation," suggested there likely will be a there, Mr Jobko said
plemented the directave with new reg- aging," he predicted orrolem the chain "substantial convergence" between Mr Herratt polnted to the influx
ulations earher this year, companies Others are more skeptical of the Each year, starting thls August, ev- Hong Kong and Chinese law dur- of insurers to Hong Kong as a show
that fail to comply with the law nsk long-term benefits Mr Paul called ery company that handles more than Ing the 50-year transition period of confidence in the stability of the
fines the regulations "unworkable" and 50 metne tons of packaging or has But, he added in his response, region "There are new risk-takers

Risk managers should keep an eye said they wlll be very costly for Bntish revenues exceeding £5 milhon ($83 "As a practical matter, if the legal coming in," he noted, from China
on the regulations concerning waste mdustry The regulations call for com- milhon)-this threshold will be low- system were to change abruptly in and other nations
packaging, according to Hilary Gal- panies to ensure that used packaging ered to £1 milhon ($1 7 nulhon) in 50 years, commerce would be sen- Mr Graziano of Reliance Na-
[agher, coordinator of health, safety lS either recycled by the consumer or 2000-must notify the Environment ously mterrupted It is very unhke- tional said his company soon will
and the environment at Courtaulds recover it themselves Agency of the estimated tonnage of ly that an interruption is in any- release details of a joint venture it
PLC, a London-based diversihed Most companies do not consider re- packaging, broken down into differ- one's interest" is entering with a Hong Kong m-
manufacturer cychng of packaging a pressing envi- ent packaging materials, it uses/pro- Hong Kong's contmuing autono- surer The operation w:111 w:nte pro-

The regulations are hkely to become ronmental issue, such as energy use, duces m a year my and preservation of most of its fessional liability, surety bond and
a major financial issue for some com- he said Trucks "trundling up and The company's recyclmg obhgation legal system means risk managers, other coverages
pames, Ms Gallagher warned down the country collecting used is then worked out by multiplying the brokers and insurers have httle We don't have any significant

The U K law requires companies to packaging" may be more environ- amount of packaging handled by its concern for the moment, Mr La- concerns about Hong Kong," Mr
ensure that ever greater amounts of mentally damaging than the packag- activity obllgation by the U K recy- zovsky suggested "No wild cards Graziano said "As with any
packagmg are recycled or retneved to mg itself, he argues cling target Recovery obllgation is as- in the commercial deck,"he noted change, lt'S difficult to look into
be reused The leglslation applles al- The U K regulations are exception- sessed by the same method The com- Risk managers with Hong Kong the future," he added, but it is hard
most universally, from manufactuiem ally complex because they allocate pleaty of the regulations has left operations for the most part w111 be to imagine the Chinese making
of raw packaging matenals to pack- difenng levels of responsibihty along "people still scratching their heads buying the same coverages under changes that would derail one of
aging manufacturers, as well as to the packaging chain For example, despite endless seminars" on the sub- the new regime that they pur- the world's malor financial centers
users and retailers of any packaged companies that make components Ject, the Incpen spokesman said chased when the British were in "A lot of insurers are interested

goods used m manufactunng a box would Traditional insurance coverage is control There appears to be little m domg somethmg m Hong Kong,
Despite the potentially heavy fines, have a lesser obllgation than those not available for companies' exposure concern over political risks that Mr Graziano noted, and the regu-

which have not yet been determined, that sell the finished contamers to fmes, though companies can lom could leave businesses exposed to latory climate is favorable for them
companies may join programs that In many other European count:nes, "compliance programs " For a fee, losses to locate there

help mdustnes comply with the law responsibility hes chiefly with the these programs assume members' re- Hong Kong businesses aren't While licensing requirements in
Under the Bntish regulations, manufacturers of consumer products sponsibility for meeting the recovery concerned with currency risks be- China mean only about one foreign

which were passed In March, all com- The consumer also undertakes a and recyclmg obllgattons cause there will continue to be no insurer per year is able to locate in
pames that handle more than 50 met- greater role m many European coun- Mr Rickmann, whose company of- exchange controls and the Hong that country, it'S much easier for a
nctons(110,000 pounds) of packaging tnes fers seminars and advice on the regu- Kong dollar will remain fully con- company to join the 276 insurers
materials a year or have revenues ex- "The UK approach is different as lations, beheves that most companies vertible doing business in Hong Kong A
ceeding £5 milhon ($83 milhon) a we have put the onus on the whole plan to lom a comphance program Mr Steggles pointed out that Hong Kong insurer can be capital-
year must register with the govern- chain, from raw matenal supphers to Joining a program frees members there is httle mcentive for Insurrec- ized at about $2 million, while it
ment-funded Environment Agency by manufacturers of packagmg to the from the nsk of prosecution for non- hon to brew among a population takes about $100 milhon m China
the end of August and report how packaging hllers to the consumer," comphance and represents the "low- that enjoys the kinds of amenities Insurers also can rely on terms of
much packagmg they use a year said Mr Rickmann est cost, least worry solution for most Hong Kong provides the Jomt Declaration that contmue

Companies must then ensure that "Other E U countnes have focused businesses," according to John Bell, "People are still receiving a good separate insurance regulation in
they help meet the national targets for on a specific sector and have simpler chief executive of London-based Val- education," he said, and have Hong Kong
recovering used packaging and recy- regulations," agreed a spokesman for pak Ltd, the largest comphance pro- available a fine transportation sys- American International Group
cling establlshed for each type of London-based Incpen, the Industry gram, which has about 750 U K tem, top-notch telecommunica- Inc has done business m Hong
packagng matenal m the regulations Council for Packagmg & the Environ- member companies tions and other comforts Kong for nearly 70 years and ex-
Matenals meludepaper, glass, metals, ment, an mdustry-backed special-in- The Labour government already Some worry that crime could in- pects to be there for many more
plastic and wood terest group has recognmed the complexity of the crease if Chinese malnlanders have years

The regulations "are immensely Under the U K regulations, the rules and pledged to review the obh- easier entrance to Hong Kong In a written response to a query
complex, and a lot of busmesses have amount of packaging a company must gations as soon as data has been col- Mr Steggles pointed out that on the Impact of the changes, Mau-
no idea what it means for them," not- recycle and retneve-from customers lected from companies later this year while the Chinese have stated that rice Greenberg, chairman of AIG,
ed Simon Paul, environmental issues or disposal areas, if necessary-de- New Environment Minister entry will be controlled, the lure lauded Hong Kong's infrastrue-
manager for Bntish Telecommunica- pends on its role in the packaging Michael Meacher announced m June will be great for illegal immigrants ture, "sophisticated fmancial mar-
tions PLC m Swmdon, Wiltshire chain as well as increasing national a modification and review of the "It's what Miami is to the Cubans kets and a talent pool as good as

"Many companies are only Just goals as stated m the E C directive Packagng Waste Regulations to en- The streets are paved with gold, ev- any m the region"
waking up to the regulations and dis- The E C regulations set overall re- sure that the"share of the responsibil- erybody has a car That's what they Mr Greenberg wrote that AIG
covering that comphance with them is cycling and recovery targets for pack- 1ty between the sectors m the packag- see here " does not expect "any changes of
gomg to be very costly," said Allan aging that each country should reach mg cham is fair" If border crossings aren't con- significance in the business or reg-
Rickmann, environmental director at by certam dates By 1998, 38% of all He also warned mdustry that fail- trolled, "We potentially could see ulatory environments In fact, we
consulting fum Wilhs Corroon Ltd m packaging should be recovered and ure to take early action to achievere- an increase in crime,"he said believe Hong Kong has a brighter
Abingdon, Oxfordshim 7% recycled These levels merease to cyclrng and recovery would result m a There likely will be limits on future once the transition takes

The next few years, m particular, 43% recovered by the year 2000 and tougher approach [JI press freedoms and the citizens' place " la,
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AAHP Experts endorse newest HEDIS tool quality and outcomes for traditional
fee-for-service medicine in addition

to managed care, as well as ways to
Continued from page 3 By ROBERT KAZEL company has increased the propor- the Ford Motor Co slogan "Quality is determine lust what employers
industries rated That level of tion of employees m health mamte- Job One" should do with the data after it is ob-

confidence was far below those SEATI'LE-The managed care in- nance organizations to two-thirds "This is especially true m medicine, tamed '
expectations of good service from dustry is entering a new era of ac- from one-third and we've known it a long time,' Mr An unusual[ perspective on HEDIS
physicians, at 83%, drug compa- countability when increasing num- "We discovered about flve years Davies said importance came from the thgd
nies, at 79%, and hospitals, at bers of employers wlll use the latest ago, or a httle longer than that, that GTE collects and publlshes HEDIS member of the panel, Rep Lee Green-
77% Health insurance companies generation of standardized quallty we could no longer from a business data m five categones surgical/medi- field, a state representative from Min-
drew a 59% favorable response measures to decide which plans to point of view tolerate the out-of-con- cal quality, women's health, satsfac- nesota who has been instrumental in

According to Mr Blendon, oth- bnng to the negotiating table and trol escalating health care costs Our tion, access, and preventive services health care reform there and general-
er surveys show that a majority of which to ultImately select goal is to move folks up this contmu- Plans are given one to three diamonds ly supportive of managed care
Americans believe their ability to Tnat conclusion was reached by um, toward higher levels and oppor- in each category to aid workers in Data must be collected to prove
get good health care is worse now three speakers at last week's Amen- tunities for care management and choosing their network In addition, that managed care plans are domg an
than three years ago, that the U S can Assn of HealthPlans annual con- cost effectnveness (in HI\<IOs)," ne said GTE has used HEDIS penodically as effective job, he argued, orstate legts-
health care system is partly good ference in Seattle, though each pre- To do that, he said, HEDIS data an educational tool by bringing to- latures wlll continue to attempt to
but needs some fundamental sented a different perspective on why w,11 be essential to act as a beacon to gether representatives from health regulate them Outcome measures are
changes, and that government has the Industry W111 turn to the third ver- better health care values plans in a region and displaying one the way for HMOs to keep hold of
a role in protecting consumers mon of the Health Plan Employer HEDIS data are powerful for three another's performance ratings their own destiny
from unfair treatment at the Data & Information Set for guidance Such an effort has gone on between And even with data, lawmakers
hands of managed care plans HEDIS, a collection of standard- GTE and plans in Portland, Ore, m sometimes w]11 ignore facts on out-

Ironically, however, when ques- ized performance measures intended LOJ American Association of the past two to three years, wlth an comes, he warned
tioned about their own experience to allow the comparison of one health outcomes study on breast cancer "It is the case that no matter how

with managed care, most people- plan to the next, is being marketed by  / HEALTH PLANS treatment supplymg the market with much data you have, one anecdote
especially those who have been the Washington-based National data on each HMO'squality There- w111 wreck it all," he sald "If some-
healthy-give the system high Comrmttee for Quallty Assurance, a port was released m May body can talk about somebody's
marks, he said Mr Blendon said non-profit research organization purposes, Mr Davies said to empow- HEDIS data can be particularly mother in (Minnesota), I don't know
the cause of the discrepancy is The new version of HEDIS aims to er consumers to chfferentiate among valuable for use by HMOs for self-di- how much data you have to show that
plans that have fallen outside nor- give buyers and consumers more m- health care plans, to help HMOs im- agnostic purposes, said Dr George that's an anomaly "
mal industry experience by be- formation on managed care plans by prove themselves by showing them Isham, medical director and chief As for NCQA's managed care ac-
coming involved in outrageous including a broader scope of perfor- therr own weak spots, and to help health officer of HealthPartners Inc creditation program, which at present
controversies involving denials of mance measures and settlng up a pro- payers design a financial mcentive In Minneapolis is separate from the HEDIS program,
care or allegedly poor treatment cess for ]ntroducmg new measures, as and reward program with true back- "In addition to measurements for Mr Greenfield was blunt and said he

Mr Blendon drew an analogy needed, mto the next century bone accountabillty and external perfor- saw httle value for consumers
between recent HMO experience The sole employer m the panel dis- "The question always comes up for mance, we can think about measure- "Having NCQA accreditation is of
and the crash of ValuJet Flight Cussion, Thomas J Davies of Stam- employers 'Why are you asking about ment in terms of Internal usage-the about zero interest to the general
592 in the Florida Everglades in ford, Conn -based GTE Corp, said quality? We know you're just in it for use of measurement for quallty im- public," he said "Nobody cares out
May 1996 Regardless of passen- Incorporating HEDIS data into em- the money' And the last part really is provement," he said there other than members of your
gers' personal confidence in air oloyees'selection of medical coverage true We are m it for the money But But Dr Isham, who is co-chair of own organizations"
travel before and after the acci- wlll allow them to choose the best we're very much aware that in our the NCQA committee that developed Mr Davis of GTE responded "For
dent, negative news about alleged value for their money GTE gives fl- competitive arena quality costs less," the HEDIS 3 0 measurements, cau- us it (accreditation) is a threshold re-
ValuJet cost-cutting and its sup- nancial Incentives to those employees he said tioned that there wlll be hurdles in quirement We only select from
posedly lax inspection record cast who make cost-efficientchoices with- The emphasis that HEDIS places the successful use of HEDIS measure- among those plans that have stood for
a shadow over the entire discount ma range of managed care optons on quality, as opposed to cost, Mil be ments m the buyers' marketplace accreditation, and we think those that

airline industry for a time, he Mr Davies, who is manager of welcomed by buyers if employers "There are tremendous gaps in our have tned and falled are a darned
said GTE's 13-state West managed care look at the large picture and not next ability to measure," he said mght better than those that decide not

Mr Blendon's remarks were region, said in the past five years his year's bottom line, he said, praising The need also exists to measure even to apply "
echoed last month by David Me-
chanic, director of the Institute
for Health, Health Care Polic> HMOs urged to focus on satisfying patients
and Aging Research at Rutgers
University in New Brunswick, By ROBERT KAZEL this Congress," said Mr Phed, the ad- share " tually beheves they are at risk even at
N J Writing in the Journal of the ministrator for Medicare and Medi- HMOs as an industry have the op- the same time that they beheve they
American Medical Assn, Mr Me- SEATTLE-Managed care plans caid beneficiaries enrolled in man- portunity to avoid severe regulation, are receivmg good care from the
chanic noted the public's "grow- must replace their desire for short- aged care plans "All of this is a gov- but he hlnted that their eastence may HMOs they are m," he sald He espe-
ing ease of attributing dissatisfac- term market advantage with long- ernment response to a market that be changed dramatically and mvol- cially detects "a new receptivity
tions and perceived failures to range strategies for pleasing con- has failed to provide those things that untanly if they don't mature soon among state legislators to go further
clearly identifiable targets (in- sumers or face an age of mtense, sus- society feels are important " "If you can see the vision, if you can and faster" m regulating the industry
deed, an entire industry) than to a tained regulation by Congress and Although Mr Phed praised the see the opportunity of that kind of Heightened regulation wl,11 come m
single professional, service, or in- state legislatures, a federal health of- strategy, you can become an mstitu- may forms, Including continued tin-
stitution " ficial and a leading consumer advo- tion as powerful and important and kenng with HMO operational rules,

With HMOs, Mr Mechanic cate warned HMO executives last
wrote, "the culprit is now more week

Amencan Association of worthy of consideration as con- such as pollcies on emergency room
sumers, as government, and as the care and bans on so-called gag claus-

easily definable and each observ- Bruce Merhn Fned, director of the   HEALTH PLANS other Institutions m society," he sald es m physician contracts f

able misdemeanor iS a signal for Office of Managed Care at the Health 1 7 "If you don't, society will find other But the "new frontier of hability"
what is wrong with managed Care Financing Administration, and ways to get what it wants, and rf you may be the realm of the courtroom, as
care " Ron Pollack, executive director of quality rules that AAHP has imposed can't be there at that table, there's not state legislators glve the pubhc power

Part of the answer, Mr Meehan- Washington-based Famihes USA, on member plans (see story, page 24), gomg to be a table for you to be at " to sue managed care plans for mal-
ie wrote, may be for managed care told those attending the Amencan he called the initiative " a baby step, Mr Pollack predicted new regula- practice or other torts, he said Texas
plans to regain respect by work- Assn of Health Plans' annual meet- only the first step" tion of managed care plans is m- has enacted a law allowing malprac-
ing more closely with physicians, Lng m Seattle that even more massive "The challenge is to move beyond evitable Although Americans are tice suits against HMOs, while Mis-
increasing flexibility, and easing regulation of managed care than lS short-term objectives to major mvest- mostly satished with HMO care, he soun and New York lawmakers are
the "formal explicit rules"of cap- now taking place may be imminent ments m quality aimed at patient sat- said, they firmly support legislation considenng such proposals
itation that are causing the public "I suspect we're going to see a isfaction," he said "This is an indus- reining m HMO decisions on patient However, laws that regulate treat-
to mobilize politically against whole new array of consumer protec- try m an adolescence So much of care ment of speclfle Illnesses should be
managed care 5511 tion provisions that will come out of your efforts go to capturing market "I beheve the Amencan pubhe ac- avoided, he said "Consumers should

no more welcome ngld rules about

AAHP tries to shake up health plans
care from legislators than from insur-
ance or HMO executives "

SEATTLE-For a year, the More dramatic for the industry patients to undergo outpatient mas- The Institute included a keynote ADVERTISER
American Assn of Health Plans has was a vote by the association's tectomms address by Bill Gates, president and
been trying to convince its more board of directors the previous • Patients should be fully in- chief executive officer of Redmond,
than 1,000 member companies of formed about how their health plan Wash -based Microsoft Corp, and a INDEX
the gravity of adopting the group's operates and should be able to talk speech from Washington via satel-
new quallty standards

Last week, at its annual AAHP
Amencan Association of freely with doctors abott any treat- hte by former Surgeon General Dr

ment option C Everett Koop Educational semi- Issue of June 30 1
Institute in Seattle, the association's - HEALTH PLANS • Care demals should be in clear nars covered medical management,
message got some added emphasis English, and the appeals process health pollcy, business and commu- ADVERTISER PAGE#

from Mother Nature should be timely mcatlon challenges for health plans, Bell Atlantic 11R

An earthquake hit the city at evening The board gave its official The AAHP, formed last year when marketplace issues and trends, new
about 12 15 p m on the conference's impnmatur to mitiatives, an- the Group Health Assn of Amenca health care delwery partnerships,

Business Insurance 11, 18

flrst day, causing floors to sway un- nounced over the past year, de- and the American Managed Care & and consumer issues Carvill America, Inc 10

derfoot, presenters to stop dead in signed to prod plans to improve care Review Assn merged, named this More than 300 companies, from Chubb Group of Insurance Co's 9

mid-sentence and audiences to gaze and safeguard the rights of patients year's conference "Patients, diagnostic test manufacturers to
Conning & Co 4

at the ceihng of the Washington The board approved a require- Providers & Plans Effective Part- drug companies to software firms,
State Convention & Trade Center m ment that all existrng and new nerships That Work " Emphasizmg displayed exhibits Liberty Mutual 28

eene expectation Fortunatel> the members must abide by "Putting the need for plans to be conclhatory Next year's AAHP Institute w111 Wausau Insurance Co 5

temblor, which measured 4 9 on the Patients Etrst" pollcies, which in- and conscious of pubhe opmion, the be held June 14-17, 1998, atthe John
Richter scale, caused no Inlulnes and clude conference attracted a record 3,445 B Hynes Veterans Memorial Con- World Captive Forum 6

only shght damage m the region • Member plans cannot require people vention Center m Boston World Insurance Network 7
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Budget 401(10 plan assets, could result m low- Senate tax bills, to drop the Mosley- action agamst employers or others for same coverage for mental health care
er-paid women cutting back on their Braun amendment payments Medicare improperly made benefits for children as they do for
401(k) plan contributions "We are trymg to get nd of it," said This provision would have the effect physical disorders However, treat-

Cont:nued from page 1 While no doubt there have been sit- the ERIC's 1VIr Ugoretz of overturnmg a 1994 federal appeals ment for substance abuse and chemi-
bnng suit against employers to recov- ualions m which husbands withdrew The 401(k) plan provision is Just one court decision that gave the govern- cal dependency would not be consid-
er hospital and doctors' bills that and then squandered 401(k) account of numerous provisions in the House ment in many cases only a year after ered mental health care services
they-not Medicare-should have balances, benefit consultants and lob- and Senate tax bills affectmg employ- a service was delivered to brmg a le- The new amendment is a sign that
paid for workers age 65 and older byists say there iS no evidence that ee benefit programs Standing at the gal action the 1996 law is only a first step m the

In addition, a potentially far-reach- such a problem is widespread top In terms of financial impact, The provision is directly tied to the drive of advocates to achieve com-
ing amendment in the Senate bill "No doubt there are horror stones, though, iS a provision in the Senate federal government's huge Medicare plete mental health care benefits par-
would mandate that group health but this kind of requirement seems bill that would raise the elimbility age Data Match program, m which the ity
care plans m which dependents' pre- like real overlall," said Fred Rumack, for Medicare to 67 from 65 over a 24- Health Care Financing Admlmstra- "Thls Is a signal that the proponents
miums are subsidized by the states director of taxes and legal services at year period beginning in 2003 tion has been auditing employment of mental health care benefits parity
would have to provide full mental Buck Consultants Inc m New York While an exact dollar estimate is records and medical bills to deter- will continue to advance that issue at
health care benefits par* to children Scenanos far more likely to devel- not available, raising the ellgibility mine if Medicare paid bllls that were every opportunity," said Mr McArdle

While the health care provisions op if the amendment becomes law are age for Medicare would mean a the responsibility of group health care of Hewitt
could shdt enormous costs to employ- that working women who are covered multibilhon-dollar cost shih to em- plans and then has trled to recover the On the pension side, except for the
ers from Medicare, employer groups by 401(k) plans and need immediate ployers that offer retiree health care funds for Medicare 401(k) provision, the House and Sen-
last week were concentrating their access to 401(k) funds, such as for plans, as well as to future retirees The This problem chiefly involves ate bllls generally would ease employ-
fire and anger on the 401(k) plan medical emergencies, could find that most hard hit would be employers workers who have stayed on the job ers' administrative costs and taxes on
arnendment access blocked by husbands who have that provide health care coverage to after 65 and hospitals that mcorrectly employees

Benefit lobbyists are angered be- abandoned them early retirees and continue those pro- sent those older workers' medical bills For example, both bills would al-
cause of the damage they say the pro- "The woman is gomg to need the grams until the former workers are to Medicare rather than to employer low employers to give workers tem-
posal would wreak on 401(k) plans consent of her husband, and the hus- eligtble for Medicare plans nating employment the present cash
and their partlcipants band lS likely to demand a share of For employers and future retirees, • Allow the government to sue and value-up to $5,000-of their pension

"While the provision is advertised the distribution The amendment is this is the smgle most important pro- recover Medicare overpayments from benefits and remove the workers from
as helpmg women, it isn't golng to golng to put women in a worse posi- vision m the Senate bill," said Frank third-party administrators that ad- their plans That's an increase from
help those who contribute to 401(k) tion than they are under current law," McArdle, a consultant at Hewitt As- minister group plans This provision the current $3,5001]mit on so-called
plans The assumption that spousal said Mark Ugoretz, president of the sociates LLC m Washington also would overturn the 1994 appeals cash outs
consent rules favor women is based ERISA Industry Committee m Wash- A comparable provision does not court decision, which said the govern- Raising the threshold for cash outs
on an outdated view of the work- mgton exist m the House-passed bill and ment only could sue TPAs if they ac- means more participants can be ter-
force," said Pam Scott, a prmcipal at With immediate access to 401(k) whether to keep, moddy or drop the tually insured an employer's plan minated from the plan, which reduces
The Kwasha Lipton Group in Fort funds conditioned on spousal ap- provision unll be one of the most con- However, the provision would let employer overhead costs mcurred for
Lee, N J proval, the APPWP's Ms Dudley pre- tentious issues m the conference com- TPAs off the hook if they had no such items as sending out annual re-

Requiring written spousal consent dicts that women, especially the low- mittee, benefit experts say The Clin- means to recover from their chents, ports to those Individuals and paling
before loans, hardship withdrawals or er-paid, would cut back on their con- ton administration says it is opposed such as if an employer went Pension Benefit Guaranty Corp pre-
lump sum distributions can be made tnbutions to the plans to a higher ehgibility age for Medi- bankrupt miums for them, noted Henry Saveth,
"is the death knell of electronic pro- "We really thmk it will hurt partic- care And late last week, benat experts a principal with Wilham M Mercer
cessing of many 401(k) transactions," ipation levels and we are madder than But other Medicare provisions m were ponng over a surpnse amend- Inc m New York
said Lynn Dudley, director of retire- heck about it," she said both House and Senate bills, while ment by Sens Pete Domenici, R- The Senate bill also would exempt
ment pohcy at the Assn of Pnvate No comparable measure was m- havmg a signiflcant cost impact on NM, and Paul Wellstone, D-Minn, employers from fillng certam pension
Pension & Welfare Plan m Washing- cluded a tax bill passed by the House employers and plan administrators, that would expand-via a back- reports-the summary plan descrip-
ton last week Benefit lobbyists are gear- are non-controversial and wll be ap- door-a 1996 law that calls for hrnit- tion and the summary of material

Benefit lobbyists also say the pro- ing up to convmee congressional con- proved by conferees Those Include ed mental health care benefits panty modifications-with the Department
posal, which is intended to protect ferees, who will meet next month to proposals that would Under the 1996 law, which doesn't of Labor and opens the door to elec-
women from husbands depleting iron out diferences m the House and • Increase to 30 months the amount go into effect until next year, group tronic transmission of employee ben-

of time employer plans are the pnma- health care plans have to offer the efit materials to employees
ry payer of health care bills for em- same annual and lifetime hmits on The two bl].ls also would exempt

Differing tax treatments ployees who develop end-stage renal mental health care benefits as they do pubhc pension plans from non-dis-
disease, or ladney failure Under cur- for physical disorders The 1996 law, crimination rules-now scheduled to
rent law, employer plans are hable to though, contains numerous loopholes, go into effect m 1999-while the Sen-How the House and Senateta bills would affect employee benefits
pay medical bills of those with ESRD including one that says group health ate bill would protect the tax-favored
forl8 monthsafterwhichtheresl?on- care plans do not have to upgrade status ofpension plans if tneyaccept-

Provision Senate House sibihty shfts to Medicare thelrmental health care benefits if the ed benefit rollovers from new em-
1-Nfigher Medicare ei,gibility age - - 1 X While even very large employers upgrade would Increase employer ployees' former pension plans, even if

may have only a handful of employees costs by at least 1%• Linking Medicare premiums to retiree X the former plans ran into trouble with
income J'' 1 with ESRD, the cost of treatment is The latest provision apphes to a the Internal Revenue Service

expensive, typically m the range of new program-called for in the Sen- The Senate bill also c,)ntams anLZEZpand emiz!3;er lia*1!ly.toLE-S8D  L-!> X X $50,000 a year per mdividual ate bill-under which the federal gov- amendment-proposed by Sen Bar-•Government re@v-ei,65.foriMedicare X X • Give the government more time to ernment would give states several bil- bara Boxer, D -Callf -tnat would
overpayments r '

1*,t .n .. . '

.. file suit to recover funds from em- hon dollars a year in grants to design bar employers from requlnng em-F«po-usal conse'nt '64(ki distributions X ployers, msurers and third-party programs to reduce the number of ployees to Invest more than 10% of
claims administrators for health care children without health insurance their 401(k) plan deferrals in their• Repeal of 15% exgse,ta*frGIg pension- X

-payouts ,- _ _.. claims group health care plans--not One of the ways states could cut companies' stock

7 r r-1, or
a

Medicare-should have paid (BI, Feb down on the number of uninsured In addition, the Senate bul would<a lifcrease in beAs,6n benef,t cash-out limit X X
17, March 27, 1995) children would be to subsidize premi- subject all pubhc employers to then ../= I.

3 Fieti66%51 pgnsibn reporting fd®Irements X Under this provision, which would ums for lower-Income employees who 1 45% Medicare payroll tax The
&•Ed,Ilcdtional aisiktanpe-benefits X X end years of hbgabon on the issue, the opt for dependent coverage If an em- measure also would merease the tax
Forr- - government would have up to three ployer plan enrolled children with deductions the self-employed canr rrir Ir- r r -,/

years after a health care service was fiuids from a state's grant, the em- take for health Insurance premiums
GRAPHIC BY ADAM DOI delivered to an employee to bring an ployer would have to provide the they pay

EMLICO But the liquidators have not dis- ated by the Bermuda hquidators mestic company" undersection 180C .on, should be on firm legal ground,"
cussed the impact of the delay, and would be reviewed m Massachusetts and the court has no authority to ap- he wrote
"no decision has been made" regard- by a court-appointed special master prove a settlement creating a Mas- Ina footnote, the Judge also noted

Conttnued from page 2 ingthe settlement, he said recommended by the Insurance Divi- sachusetts ancillary receivershlp, a recent scathmg legislative report on
surance Division, EMLICO's Bermu- EMLICO, a longtime GE hability mon, GE and EMLICO's hquidators remsurers argue the Insurance Division's handhng of
da hquidators and GE, meanwhile, insurer, won Insurance Division ap- Reinsurers labeled the deal a sham "I conclude that a question exists EMLICO and Ms Ruthardt's re-
downplayed the rullng proval to move to Bermuda in 1995 and, in a May hearing before Justice as to whether the requirements of sponse noting her own "frustrattons"

"We are still confident that on the Withm four months of the move, it Greaney, attacked it on several (section 180(2) have been satisfied so with the redomesbcation
basis of the facts the settlement wall declared itself massively underre- grounds, including that the settle- as to enable the petition to be consid- "In my view, this is not a happy
be approved," a GE spokesman said served for GE pollution and asbestos ment and the redomesticat:ion itself ered on its merits," the judge ruled state of affairs and emphasizes the

Even d Justice Greaney had ruled claims and insolvent by more than violate Massachusetts law He said this issue also raises two need for careful examination of the
on the settlement itself, one side or $500 million The collapse tnggered a In his ruling last week, Jushce Gre- other questions whether a domestic pettbon m view of the precedent that
the other would have appealed for re- storm of htigation, with reinsurers aney refused to approve or reject the insurer such as El\<ILICO can, under may be set," he wrote
view by the full Supreme Judicial chargmg that El\<ILICO engineered deal, instead agreemg with remsurers section 49A, be allowed to redomes- In another footnote, Justice Gre-
Court, added Ian Crawford, a lawyer its move m a fraudulent scheme with that the full court should review it lacate to a foreign country, and the ef- aney mvited the parties to consoh-
with Todd & Weld in Boston, repre- GE to take advantage of Bermuda At issue are two sections of Mas- feet of an Invalid redomestication on date appeals of other EMLICO-relat-
senting EMLICO's hquidators He hquidation laws that would acceler- sachusetts law One, known as sec- the legal sufhciency of the commis- ed rulings by lower Massachusetts
declmed to comment on whether the ate its remsurance recovenes lion 49A, allows redomestication of sioner's petition under section 180C courts Reinsurers, for example, may
delay threatens the settlement State regulators launched their an insurer "to any other state " The 'I view resolution of the questions try to consohdate their appeal of a

The agreement gave El\([LICO's own investigation of charges that other, section 180C-the basis for the to be important for other reasons as s:ate judge's April ruling that they
hquidators the option of backing out ElVILICO had concealed its msolven- settlement deal-provides for the well," the judge added "If the peti- have no standing to sue the Insurance /
if the court didn't approve the settle- cy but dropped the mqulry m March court-approved liquidation of an m- tion is approved, the case could es- Division to reverse the redomesticpr
ment by May 12 In his rulmg, when they announced their proposed solvent "domestic company" tabhsh a precedent for other msurers tion (BI, April 7)
though, Justlce Greaney ordered the settlement with El\([LICO, a Mas- leaveKemper Re and other reinsurers to seek to redomesticate to Bermuda Separately, the BertnurLs
parties to submit new blings over the sachusetts-based former El\£LICO argued that the word "state" in sec- or to another foreign country and, In of Appeal has given Kenolocked its
summer and said the full court would subsidiary and GE (BI, March 17) tion 49A does not include a foreign the event of an ultimate insolvency, to appeal a mling,aalcial review
hear oral arguments m September or Under the settlement, the Insur- country hke Bermuda and that EM- use Massachusetts as an ancillary site efforts to ob.&-eniment orders al-October ance Division would become EMLI- LICO's redomestication was illegal to deal with local or Umted States of Bermudpf.euomestication (BI, June"We were hoplng to have a quicker CO's ancillary receiver and GE envi- On the other hand, lf EMLICO's claims lowing tk
resolution," Mr Crawford conceded ronmental claims settlements negoti- move was legal, it ceased to be a "do- "Any such procedure, in my opin- 23)
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Asbestos vide the most secure, fair and emcient the decsion Updates
means of compensabng victims of as- But Laurence Tnbe, the Harvard
destos exposure Congress, however, Law School professor who had ar- Tribe to form comp system

Contmued*om page 1 has not adopted such a solution " Rule gued against the CCR before the
As Justice Ruth Bader Gmsburg 23 "cannot carry the large load CCR, Supreme Court, said the decision Continued from page 2

wrote for the majority, "the class pro- class counsel and the District Court won't hamper another high-profile lor advantage to creating an independent system, Mr Paton said
posed for certification potentially en- heaped upon it," the opmion said proposed mass-tort settlement, that Other advantages include greater flexibility in managing claims
compasses hundreds of thousands, In a parttal d,ssent m which he was between state attorneys general and and a more convenient hearing and adjudication process for work-
perhaps milhons, of individuals tied Joined by Justice John Paul Stevens, the tobacco mdustry (BI, June 23) ers, he said The tribal nation will self-insure its risks
together by this commonality Each Justice Stephen Breyer wrote that, "I "Nothing in this decision casts a The Navalo Tribal Nation of Window Rock, Ariz., operates its
was, or some day may be, adversely believe that the need for settlement m shadow over the authority of own workers compensation system and self-insures its nsks
affected by past exposure to asbestos this mass tort case, with hundreds of Congress to approve something hke
products manufactured by one or thousands of lawsuits, is greater than the tobacco settlement," said Mr Punitive award overturned
more of 20 companies the court's opinion suggests " Tnbe

The 20 former asbestos manufac- After detaihng his concerns about "The asbestos decision underscores SPRINGFIELD, N J -A New Jersey appellate court threw out
turers had formed the Asbestos the case, Justice Breyer wrote "The how indispensable the role of as excessive an $8 million punitive damage award ordered in 1994
Claims Facihty, which was the fore- issileS m this case are comphcated and Congress is, because m the absence of against Schering-Plough Corp in an age discnmination case
runner of the Pnnceton, N J -based difficult The District Court might the asbestos ruling, itmighthave been Calling the punitive damage award "manifestly outrageous," a
Center for Claims Resolution, to han- have been correct Or not Subclasses possible, at least m theory, for the three-judge panel of the Superior Court Appellate Division in New
dle claims made against them by peo- might be appropnate Or not I cannot people who negotiated the tobacco Jersey ordered a new trial to determine punitive damages The ap-
ple exposed to asbestos The consor- tell And I do not beheve this court settlement to obtain the blessing of peals court upheld the lower court finding of age discrimination
tium offered to compensate future should be in the business of trying to one or more courts around the coun- and $435,000 in compensatory damages.
victims according to the diseases they make these fact-based determina- try m order to Impose that settlement Salesman Fred Maiorino, a Schering-Plough veteran with 35
manifested (BI, Jan 25,1993) The tions" on the nation without bothenng to years' experience, was fired in 1991 at the age of 63 He alleged
agreement also allowed compensation Justice Sandra Day O'Connor did have the matter debated and perhaps that the firing was due to his age, while the Madison, N J -based
for some claims that did not fall into not participate m the case changed tri Congress " pharmaceutical company contended it was due to poor perfor-
the four categories of compensable Lawrence Fitzpatrick, president Mr Fltzpatnek and Mr Bokat mance

diseases Everyone who had been ex- and chief executive officer of the agreed that Congress should examine Reading from a statement, a spokesman for the company said
posed to asbestos but who had not CCR, said the Immediate impact on how such mass-tort settlements can Schering-Plough was "gratified" by the June 25 ruling but was
filed a claim against any CCR mem- the facaty would be shght be carried out "disappointed" the court affirmed the compensatory damages
ber could either opt out of the class ,"With one possible exception, I "I think there was an understand-

formed for the settlement purpose or don't expect any change m the mem- able backlash m the Judiciary to what Aetna sues overTexas HMO law
remain m the class and agree to use bership The exception is the trust I call sham class-action settlements,"
the settlement to resolve any future created as a result of the National said Mr Eitzpatnck He described HOUSTON-Aetna Health Plans of Texas Inc. lS suing to block
claim Gypsum bankruptcy, and that trust is sham settlements as those class-ac- implementation of a Texas law that would allow medical malprac-

A federal district court Judge ap- currently weighing its options, and tion suits where individual members tice lawsuits against managed care plans
proved the settlement in 1994, but a mayor may not continue as a center of the class receive very httle compen- The Houston-based health maintenance organization filed the
threeludge panel of the 3rd U S Cir- member I personally feel that they sation while the attorneys walk away suit earlier this month in U S District Court in Houston, charging
cult Court of Appeals m Philadelphia probably wlll," he said with milhons of dollars m fees that the law scheduled to take effect Sept 1 would drlve up health
overturned it in 1996 (BI, May 20, .

We are m discussions to try to re- "I thmk 11'S time for Congress to care costs and make care less accessible for many Texans
1996) The appeals court held that the structure the settlement," he added step in and do something that ellmi- The suit claims the law iS pre-empted by the federal Employee
$13 billlon settlement violated Rule But the impact on similar attempts nates the bogus class-action settle- Retirement Income Security Act of 1974 and the Federal Employ-
23 because chspanty among the to create forward-looking settlements ments but still makes it possible to use ees Health Benefit Act

claimants' Illnesses was greater than wlll be considerable, said Mr Fltz- the class-action settlement mecha- The Texas Department of Insurance and Insurance Commission-
their commonality The judges also patrick nism as a tool to solve serious and er Elton Bomer are named as defendants because of their authon-

said classes formed for settlement "Obviously what the court did in vexing social problems that cannot ty to enforce the act
purposes had to meet the same stan- our case was to set up some farrly really be solved any other way," he The Texas law is the first to allow such suits, though similar laws
dard as classes formed for htlgation strmgent road maps that settlements said are pending in Missouri and New York

The CCR members appealed to the must follow m order to obtain judicial Mr Bokat agreed
Supreme Court, but a 6-2 majority approval, and I think it's going to be "I think the chamber would sup- Travelers repurchases stock
agreed with the lower court Wnbng difficult m some Instances to struc- port some kind of congressional ac-
for the majority, Justice Ginsburg ture settlements that meet all of the tion" that would protect such future- HARTFORD, Conn -Travelers Property Casualty Corp has :
said that what she described as the court's critena" looking settlements, he said agreed to repurchase 6 6 million shares of its common stock held
"sprawhng class" did not meet the re- Said Steve Bokat, executive vp of "If they want to have a specific rule by various investors, increasing the Travelers Group's ownership i
quirements of Rule 23 The named the National Chamber Litigation about asbestos, that should be tai- of the unit to 83 4%from about 82% said a spokesman
parties m the class "with diverse med- Center m Washington "It's unfortu- lored by Congress," said Victor E Hartford, Conn.-based Travelers agreed to pay a total of $240 8 I
ical conditions sought to act on behalf nate I thmk it may leave room for Schwartz, counsel to the Arhngton, million for 20%of the holdings of each of the private investors i
of a mngle giant class rather than on some settlements m some of these cas- Va -based Product Liability Coordi- Aetna Services Inc,JP Morgan Capital Corp , Fund American
behalf of discrete subclasses In sig- es, but it clearly wlll make it harder to nating Committee "For legislation Enterprises Holdings Inc. and The Tndent Partnership L P The :
niflcant respects, the interests of those settle I think it's unfortunate for the for asbestos to pass in this Congress, shares purchased will be used to issue stock for various compensa- i
within the single class are not aligned companies settling, the plaintifs, and you would probably have to have the tion plans and for other corporate purposes
Most sahently, for the currently m- I think it's unfortunate for the courts, tnallawyers, the prmcipal defendants Robert I Lipp, chairman and chief executive officer of Travelers >
jured, the critical goal is general im- because I think these cases are going and the umons to agree," he said Property Casualty Corp, said in a statement,

.

These repurchases
mediate payments That goal tugs to continue to dog the courts " The After its Amchem ruling, the court are a solid investment and represent our continuing positive out- b
against the interest of exposure-only center had filed a bnef supporting dechned:o review a proposed mass- look for the company "
plaintiffs in ensunng an ample, infla- CCR's position with the Supreme tort settlement between Fibreboard
tion-protected fund for the future," Court Corp and thousands of people who Briefly noted
she wrote  On the other side of the debate, a could file asbestos-related ln]ury

The justice also wrote that "many self-descnbed pubhc interest law claims agonst the company London-based broker C.E. Heath P.L.C. on Friday agreed to a
persons in the exposure-only catego- group called the decision a "huge vic- Late Phday, the high court ordered management buyout of the company The offer, which is valued at
ry, the Appeals Court stressed, may tory for milhons of asbestos victims the case-Flanagan vs Ahearn-back approximately £98 million ($163.2 million), would pay 143 pence
not even know of their exposure, or and all Americans to the 5th U S Clrcult Court of Ap- ($2 38) per share for Heath stock, which was trading at 129 pence '
realize the extent of the harm they "It creates important safeguards peals for review in hght of the Am- ($2 15) as of last Friday. Heath, which ranks among the world's
may incur Even if they fully api)reei- against class-action abuse, estabhsh- chem decision, even though the two largest brokers, announced the buyout negotiations May 30 (BI,
ate the significance of class notice, es criticallimits on the use of class ac- settlements raised different legal June 9) The management bid was backed by DLJ Phoenix Private '
those without current affhetions may t:ions to settle personal miury claims, questions A second asbestos-related Equity Ltd HCC Insurance Holdings Inc of Houston is acquir-
not have the information or foresight and raises senous doubt as to whether case, Omz vs F:breboard, was also ing all outstanding shares of Managed Group Underwriting Inc; a i
needed to decide, intelhgently, class actions can ever be used to elim- remanded to a lower court for further Kansas City, Mo -based managing general agency specializing m
whether to stay in or opt out" mate future victims' rights This review medical stop-loss insurance The House Banking Comrmttee has .

The malonty did note, however, court's ruling truly enhances our sys- . narrowly approved a financial services reform bill that would al-
that "the argument is sensibly made tem of justice," said the Washington- Amchem Products Inc et al vs low affiliations between commercial banks and insurance compa-

1

that a nationwide administrative based Tnal Lawyers for Publle Jus- Windsor et at, US Supreme Court nies and other non-banking businesses The measure-H R 10-is
claims processing regime would pro- tice in a statement issued shortly after No 96-270 June 25, 1997 expected to be taken up by the Commerce Committee later this

- summer CIGNA Corp said its CHC Acquisition Corp. sub-
sidiary has completed its $21 75 per share cash tender offer for the:

House bill offers med mal reform outstanding common st6ck of Healthsource Inc CIGNA an-
nounced in February it planned to acquire Healthsource for about ·
$1 7 bilhon, including the repayment of about $250 million m out-

WASHINGTON-Tax legslation  ceed the greater of $250,000 or three • Periodic payments Court awards standing Healthsource long-term debt (BI, May 12, March 3) .
passed by the House of Representa- r times the amount of economic dam- mandating periodc payments of Sen. James Jeffords, R-Vt, said he intends to introduce legislation
tives last week would cap medical j ages medical malpractice awards of more that would gradually increase the hfetime benefits employers and
malpractice damages 1 In order to wm pumtive damages, than $50,000 generally could not be Insurers would have to offer in their health care plans The mini-

% The House tax bill would place a a plaintiff would have to prove by reopened or contested However, mum hmit would be set at $5 million in 1998 and then would be

1 40,000 cap on non-economic dam- clear and convincing evidence that courts st;111 would have the discretion increased to $10 mllhon m 2002 However, the hfetime cap re-
-Yn medical malpractice suits the conduct "manifested a conscious to award lump-sum payments quirement would not apply to employers with fewer than 20 em- ;

pers61..would not apply to other flagrant indlfference to the nghts or None of these medical malpractlce ployees Typically, employers now include hmits of $1 milhon to
measure kiry awards The House safety of others" or was specifically reforms, eagerly sought by medical $2 milhon in their health care programs Edgar "Sandy" Clark '
malpractice awould hmit medical Intended to cause harm groups, are m the Senate bill That has resigned as executive director of the Surplus Lines Assn. of ,
well Those includem other ways as Also, manufacturers of medical will lear e it up to a congressional California Mr Clark joined the association in 1995 after numer-

•Punitive damage d products generally could not be held conference comrmttee to resolve this ous years in the brokerage side of the insurance business, most re- '

The amount of punitive 4rds hmit hable for punitive damages rf their and numerous other differences in cently with the former Alexander & Alexander Services Inc. in
. mages a products were approved for use by the two billsthat could be awarded could no San Francisco No replacement has been named yet, and Mr Clark,

vx- I the Food and Drug Administration -BY Jerry Gesel could not be reached to discuss his plans
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Lilly profits at anticipated levels have adversely af- In a separate development in the PBM indus- B# Insurance Index,
fected our anticipated return from our Invest- try last week, the FrC last week mformed Rlte
ment m PCS Therefore, we have determined Aid Corp that it has closedits mvestlgatton mto 1,480

lontmuedfrom page 3 that it is appropnate to make tkus adlustment " the refusal by Rite Aid and other pharmacy 1,460
*ffice of The Segal Co, said the wntedown w11 Said Mr Kaplan, "PCS certainly has a lot chains to participate in a Maryland State Em- 1,440
make the pharmaceutical manufacturers a ht- tougher competition now than it did five years ployees prescnption drug plan managed by Mer- 1,420le more hesitant" to acquire PBR<Is ago" ck/Medco Managed Care Inc, a PBM

1,400Lay and others outlmed several reasons PCS Also, after Ally acquired PCS, it unsuccessful- The retail drug chains balked at the plan, say-
tas not hved up to expectations ly looked for some other company to buy mto the mg Medco's Intended reimbursement rate for 1,380

They mclude"thecollapseof govemment-mi- PBM'sownership, which would have offset the state employees was too low (BI, Jan 1, 1996) 1,360

tated plans for large-scale health care overhaul, hefty pnce Ally paid for PCS Martm Grass, Rite Aid's chairman and chief 1,340

dustry concerns about the Federal Trade Com- Mr Vietor noted that PCS' late entry mto the executive offlcer, said m a statement "Rite Aid 1,320

11.Ssion focus on the Ally-PCS combmation and mail-order pnscription busmess also is a factor Corp is seeking afairpriceonthe pharmacy ser-
he slowmg of the industry trend toward strict Mail-order is "where the moneyis," he said, but vice it provides Ifouranalysis of a prescnption 1,280
anaged health care," Randall L Tobias, Ially's PCS only last September launched a mall-order drug plan leads us to conclude that we arenot 1,260
hairman and chief executive officer, said in a pharmacy bemg offered a fair pnce, then we wll not par-

1,300

1,240
tatement "These factors and the competitive In the wake of IAlly's acquisition of PCS, the bcipate " 1,220
nvironment that has hmited the ab1111:y of cer- FrC mdicated it would cont:mue to review the is- A lawsuit filed by Merck Medco against Rite 5/9 5/16 5/23 5/29 6/6 6/13 6/20 6/27ain PCS services to contribute to operating sue of drug manufacturers purchasmg PBMs Aid in federal court is sbll pending

Basg,1,W.gn.Qec.*29,1978. -
Sou,04.Nordby trAem,borjal inc

out one month or longer and reduced the likell- The study also points to some opportunities
hood that he would hire an attorney for employers Forexample, only 19% of respon-

The number of employers that kept in touch dents said their employers recommended doc- PCS#t;,tastrophe options
with workers during their recovery dropped to toI·s or hospitals to use for treatment, even

Approximately 25% of the respondents had 32% m 1997, down from 50% in 1994 As of June 27though 76% viewed such recommendations as
ackinlunes, 11% had broken bones, and 10% "These findings suggest that employers are m- pomtlve or neutral Call Price Call Pnce

ad cuts The most common work-related ill- creasingly likely to understand the need for m- This finding represents "a huge opportunity," spread bid/ask spread bid/ask

esses were stress, 45%, and allermes, 17% Eastern September 1997Jury prevention and return-to-work programs in especially because workers comp outcomes "are California Annual 1997

40/60 3 2/3 8 40/60 6/2Researchers found some key diferences com- workers comp," Robert Schussel, vp and manag- most posibve when treatment is provided by oc-
ared with results of a 1994 study The number ing director of research for The Gallup Organi- cupational health speciahsts with track records

60/80 2/- 60/80 -/15
80/100 1 5/1 9

f employers offenng miury-prevention pro- zation in Chicago, said in a statement "Howev- ofachieving positive, sustained return-to-work
rams mcreased to 52% m 1997, up from 43% m er, in the process, employers are forgetting the results," Ms Bowling said National Annual 1997 Western Annual 1997

80/100 35/5 40/60 8/26
994 Also, return-to-work programs increased 'human element'-lettmg injured workers know 120/140 -/5 60/80 12

) 41% from 33% A return-to-work program that theyareconcerned abouttheirrecovery and For a free copy of the 1997 Injured Worker
ut m half the hkehhood that a worker would be return to work " June Midwestem 1997 Southeast September 1997

Study Report, calt Intraco?p at 215-761-7144 10/20 1/16 40/60 2 5/3 5

60/80 22/-

Risk managers head back to campus
80/100 5/19

Total volume 307 Total open Interest 13,822

For information on PCS cat options, call the Chicago Board of

By SHANNON GALLAGHER
Trade at 312-435-3674

rlsk managers m an effort "to share what the real day-to-day, hands-on Source Ch,cago Board of Trade

experience (of a risk manager) ls," Ms Sabatino said
NEW YORK-A few of the nation's top nsk managers mil be head- CGeorgia State University m Atlanta, Northeastern Unlversity m

mg back to college as the Spencer Educational Foundation Inc intro- Boston, Southwest Missouri State University m Spdngfield and the British Issues
duces its Risk Manager in Remdence Program June 26University of Georgia m Athens were chosen from more than 100 um- Price P/E Div Yield 1 week

"With the current flow and downmzing of business, it would be an op- versities throughout the United States and Canada, based on proposals Companies pence pence % high-low
portune time to teach the nsk management disciphne as very much a that Ms Sabatino descnbed as"appeanng the most productlve and all- Comml Union 664 104 303 57 764--550

part of the corporate world," said Angela Sabatino, secretary and ad- Inclusive " Each university was granted $3,500 for travel, housmg and Genl Accident 883 64 343 49 978-614

ministrator of the New York-based foundation, which promotes nsk other expenses related to the Risk Manager m Residence program Gdn Royal Exch 276 57 100 45 311-227

management education Independent
These universities wlll assist m selechng rlsk manageIs, which should

838 104 133 20 847-456

Royal & Sun 450 134 190 53 529-357
The program, which wll be rolled out as early as November with a be completed by the end of the summer and announced m September

risk manager lecturmg at each of four universities, is the brainchlld of The foundation is looking for rlsk managers with at least 10 years' work
Brokersthe late Anita Benedeth, who was premdent of the foundation from 1985 expenence who ideally have teaching experience m the Chartered Prop-
Bradstockuntil 1996, and James V Davis, chairman of the foundation's Education erty & Casualty Underwnter or Associate m Risk Management pro- 83 119 64 99 90-54

Committee and chairman and chief executive ofhcer of Willis Corroon grams and good communication skilk Participants also must be able to
CE Heath 129 156 45 44 135-74

Advanced Risk Management Services m Nashville, Tenn
Lmbrt Fenchurch 112 NA 84 99 138-101

spend two to three days on a college campus Lloyd Thmpson 176 NA 10071 206-163
For the two to three days the risk managers are on campus, under- Resumes or recommendations of potential quglified candidates are - Nelson Hurst 133 121 86 81 206-121

graduates malonng in business and fmance WL11 meet them through a due July 18 to the Education Committee, Spencer Educational Founda- Sedgwick Grp 124 10 6 89 72 144-115

series of lectures, question-and-answer sessions and informal dinner tion Inc, 655 Thlrd Ave, 2nd Floor, New York, N Y 10017 Address all Steel Brl Jones 31 10 6 15 61 44-22

discussions Topics will be selected jointly by the universities and the msumes to Angela Sabatmo
Willis Corroon 130 111 66 64 165-117

Source Nordby International Inc

Si Industry Stock Report JUNE 23,1997, THROUGH JUNE 27, 1997

BROKERS
Weekly Year to date Yeartodate Weekly Yearlo date Yeartodate

Pnce Week Year todate Year to date% change % change High low Vol (000) Pnce % change % change High Low Vol (000) Price % change %change High Low Vol (000)
Acordia Inc NYS 3988 000 3750 4000 2725 32 Enhance Financial Services NYS 43.75 116 1986 45.19 26.13 100 St Paul Companies NYS 77.38 2.52 3198 8025 50 63 1000
E W Blanch Holdings Inc NYS 2638 140 31.06 27.13 17.75 34 Everest Reinsurance NYS 3788 594 31.74 37.88 2250 872 SCOR NYS 4059 172 18 36 4350 34.00 11
Gallagher Arthur J & Co NYS 35.31 162 1391 3550 2913 104 Executive Risk Inc NYS 52.38 -095 41.55 5638 3338 26 SAFECO Corp NDQ 47.30 3.59 19.18 49.38 32 00 2379
Hilb Rogal & Hamilton NYS 1694 669 27.83 1700 1138 151 EXEL Ltd NYS 5188 2.12 3696 5325 31 75 731 Se,bels Bruce Group N[)0 763 1.61 758 11.25 588 3
Kaye Group Inc NDO 4.88 000 714 700 4.38 180 Fremont General Corp NYS 3869 386 2480 3875 21 50 805 Selective Ins Group NDO 48.75 156 2829 49.13 31 00 126
Marsh & McLennan NYS 14625 1.85 4063 15050 88 00 1400 Frontier Insurance Group NYS 6475 1.57 6928 65.50 3263 310 Sphere Drake Holdings NYS 8.69 10.90 2.11 10.50 8.13 455
Poe & Brown NDO 3550 6.37 3396 3650 2350 41 Gainsco Inc NYS 900 1.41 6.49 1088 8.13 278 TIG Holdings NYS 31.94 5.14

BROKERS AVERAGE 1.63 2539
5 72 38 00 26 38 2211

General RE Corp NYS 185.06 208 17 31 189 75 140 75 912 Titan Holdings Inc NYS 2356 833 4280 2425 1275 825
Gryphon Holdings NDO

INSURERS/REINSURERS
1525 1.61 796 1625 1200 20 Tok,0 Marine & Fire NOO 6438 4.25 38.07 6675 4200 113

Guaranty National Corp NYS 2463 150 47.01 2575 1350 112 Torchmark Corp NYS 7225 -052 43.07 72.94 4025 1016
ACE Ltd NYS 7463 680 24.12 74.63 40.88 722 Harleys.Ile Group NDO 3788 0.00 24.18 3838 24.50 95 Transatlantic Holdings NYS 100 CO 279 24 22 104.00 6500 130
Acceptance Insurance Cos NYS 21.56 309 9.18 23.13 1663 169 Hartford Steam Boiler NYS 5300 000 1429 5388 4275 147 Travelers Aetna Property NYS 39.13 188 10.60 4038 23.13 516
AEGON N V NYS 6938 3.31 9.68 7663 4225 3776 HCC Insurance Holdings NYS 2700 4.42 1250 3275 21 50 933 Travelers Corp NYS 63.75 341 4050 66.13 29 13 7202
Aetna Life & Casualty NYS 10394 387 2992 11275 55 38 3480 IPC Holdings Ltd NOO 27.00 2.70 20 67 28.13 1950 700 Trenwick Group Inc NDO 38.38 964 2446 3838 30.75
AFLAC Inc

162
NYS 5075 100 1871 5138 2825 1067 ITT Hartford Group NYS 8388 118 2426 8688 5050 1235 Unlco American Corp NDO 1088 6.10 0.00 1125 713 27

Allied Group Inc NYS 3869 0.16 1858 41.25 2238 84 LaSalle Re Ltd NDO 2988 3.91 214 30.75 2100 370 Unionamerica Holdings NYS 2063 6.09 1655 2094 14.75 239
Allmer,ca Prop & Casualty NYS 3313 076 9.05 3313 25.63 198 Lincoln National NYS 6481 4.34 2345 6863 4075 1645 United Fire & Casualty NDO 3753 196 6.38 40.00 29.75 16
Allstate Corp NYS 74.13 -034 28.08 77.00 40 88 4456 MAIC Holdings Inc NYS 40 38 2.12 19.19 41.38 2825 36 Unitrin NDO 6231 364 11.77 6231 4425 367
AMBAC Indemnity Corp NYS 7838 -486 1808 8450 47.00 525 Markel Corp NYS 12900 0.78 4333 13200 8300 22 UNUM Cofp NYS 4370 331 21.11 4650 28.38 1372American Bankers ins NDO 61.44 973 20.17 69.13 39.50 776 MBIA Insurance Group NYS 11600 373 1457 12200 73.00 471 USF&G Corp NYS 24 Ob 278 1527 25.00 1500 1490American Financial Group NYS 42.19 385 1175 42.19 28.63 505 Meadowbrook insur Group NYS 24.88 0.00 1845 3200 1525 34 Vesta Insurance Co NYS 4544 484 44 82 49.00 24.50 168
American General NYS 48.56 -038 1881 4963 34 00 2691 Mid Ocean Ltd NYS 5350 2.73 1.90 5638 38.13 217 Washington National NYS 28.13 1.32 2.27 3075 25.13 89
American Heritage Life Ins NYS 31 31 1 01 1929 31 63 19.00 194 MMI Cos Inc NYS 26.13 146 18 99 3338 2075 379 Zenith National Ins NYS 27 06 114 114 28.88 2463 62
American Indemnity/Fin I N[)0 1250 0.00 21.95 1400 9.50 1 Mutual Risk Mgmt Ltd NYS 4538 4.61 22.64 45.38 2688 633 Zurich Reinsurance Centr NYS 3925 0.00 25.60 39.38 28.38 56
American international NYS 150.06 -012 3863 15063 90.13 3195 NAC Re Corp NYS 46.19 3.27 36.35 4800 3025 298 INSURERS/REINSUREAS AVERAGE 026 1851
Aon Corp NYS 52.06 -036 2570 53.38 31 75 1756 Navigators Group NDO 1775 5.97 274 2025 15.75 50

Argonaut Group NDQ 2963 0.42
Note AVEMCO merged w/HCC Holdings GCR Holding acquired by EXEL USLIFE merged

3.66 32.25 26.75 99 Nobel Insurance Ltd NDO 1500 0.84 19 40 1538 11.00 136 w/American General
Baldwin & Lyons Inc NDO 20.13 1.83 9.52 20.75 1738 22 NYMagic Inc NYS 2038 181 13.19 21.13 1700 11

Berkley W R Corp NOQ 5775 5.12 13.79 59.25 40.25 552 Ohio Casualty Corp NDO 4450 365 2535 4750 3000 349 HEALTH MAINTENANCE ORGANIZATIONS
Berkshire Hathaway Inc NYS 4760000 128 39 59 48600.00 30100.00 1 Old Republic Int I NYS 3038 041 13.55 3125 2063 653 Healthsource Inc NYS 21.81 087 66.19 21 88 9.75 991
Capital RE Corporation NYS 53.50 338 1475 5431 3300 72 Orion Capital Corp NYS 7475 050 2229 7525 4788 111 Humana Inc NYS 22.88 4.19 2039 24.75 1500 3733Capital Transamer,ca Corp NAS 26.63 21 02 1341 27.38 12.13 102 Partner Re Ltd NYS 38.00 -0.65 1176 3888 25.63 488 Oxford Health Plans NDO 7300 -051 24.65 7575 27 69 6383CapMac Holdings Ltd NYS 3338 -396 0.75 36.88 2250 1079 Penn America Group Inc NDO 1550 420 44.19 1550 963 43 Pacificare Health Sys NOO 59.38 27 31 2692 8625 59 38 2892
Capsure Holdings Corp NYS 1263 2.02 9.78 1888 8.00 117 Philadelphia Cons Holding NDO 3338 396 4355 35.25 16.75 35 Safeguard Health Enter NDO 10.56 3.98 -39.64 2250 963 139
Centris Group Inc NYS 21 25 241 8.28 21.25 1488 23 PXRE Corp NYS 31.38 5.02 26.77 31.38 2225 115 Sierra Health Services NYS 3075 2.77
Chartwell Re

2487 3488 2238 246
NYS - 2963 3.04 10 75 29.63 2100 135 0 Reltance Group Holdings NYS 1206 0.52 32.19 1275 650 1820 United Healthcare Corp NYS 5250 433 1667 56.75 3000 8141Chubb Corp NYS 6756 0.09 2570 6850 4088 2162 Reliastar Financial Corp NYS 7231 0.61 2522 73.50 40.00 713 Wellpoint Health Networks NYS 46 00 366 3382

CIGNA Corp
51.25 2338 1728NYS 17925 427 31 20 18725 10550 856 RenamsanceRe Holdings Ltd NYS 38.00 162 15.15 41 25 2675 1792 HMOs AVERAGE 5.74 1500

CNA Financial Corp NYS 10488 170 1.99 11475 95.88 187 Risk Capital Holdings NDO 2075 375 710 21.00 1588 115 ALL COMPANIES AVERAGE 128 1964
EMC Insurance Group Inc NDO 1325 653 10.42 1350 10.13 86 RLI Corp NYS 35.38 1.05 5.99 36.63 2338 99

Top advancing issues. Capital Transamerica Corp., Tremvick Group inc, Titan Holdings Inc. Leading decliners PacifiCare Health Sys., Sphere Drake Holdings, American Bankers Ins Most active issue United Healthcare Corp The 8/Index dropped1 6%, the Dow Jones 30 Industrials dropped 1 4%, the S&P 500 decreased 1 3% and the NYSE Composite dropped 1 0% Average P/E Brokers, 19 9, Insurers/remsurers, 433, HMOs, 31 1. System design Nordby International Inc
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WITH OUR POLICYHOLDERS WE ARE ENGAGED IN A G RE,AT MUTUAL ENTERPRISE, IT IS GREAT BECAUSE IT SEEKS TO PREVENT CRIPPLING IN jURIES AND DEATH BY REMOVING THE CAUSES OF HOME. HIGHWAY AND WORK ACCIDENTS. II
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Liberty Mutual has a history of helping our customers reduce their cost of risk, saving over

$1 billion in medical costs alone since 1993. We start with Liberty Paragon" our comprehensive risk

management process audit. Then we apply the hundreds of ways we have to reduce your overall

cost of risk, including integrating our loss prevention, claims and managed care programs. And

with RISKTRAC: you'll have direct access to claims information so you can watch your costs

go down. And just like Theresa, you'll watch your level of confidence go up.

LIBERTY'
> Tberei more information we'B like to Jbare. So pleade call Jobn Ryan MUTUAL.*CIF

itt (617) 574-5842 or vidit our webaite at http://www.libertymutual.com 7116 free</om of Liherri
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