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Accreditation

withdrawal

sparks debate
By MEG FLETCHER

OLYMPIA, Wash.-Efforts by Washington state's in-
surance cc,mmissioner to downplay the impact of her de-
partment's withdrawal from a national regulatory ac-
creditation program are sparking controversy.

Washington state insurance officials and knowledge-
able observers disagree on the
possible repercussions for insur-
ers and consumers of the Insur-

ance Department's decision to
end its participation in the Na-
tional Assn. of Insurance Com-

missioners' voluntary accredita-
tion program.

Washington's elected insurance
commissioner, Deborah Senn-

- --j who has acknowledged she in-
tends to seek the Democratic U.S.

Ms. Senn Senate nomination this year-
said in a statement that the with-

drawal "will have no adverse effect on insurance con-

sumers" and "does not. .reflect on the quality of a
state's financial oversight."

Those statements drew strong criticism from some ob-
servers, though others generally supported the commis-
sioner's decision.

The department's May 25 announcement was designed
to preclude a hearing-seheduled for May 30-31-that
Ms. Senn had requested earlier to appeal the NAIC's
proposed suspension of Washington's accreditation sta-
tus, said Chief Deputy Robert Harkins, Ms. Senn's
spokesman on the issue.

Late last year, the NAIC's Financial Regulation Stan-
dards and Accreditation Committee recommended the

See Status on page 41
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Updates-
P/C rate increases highest
at midsize firms: Survey

WASH[NGTON-The commercial proper-
ty/casualty insurance market continues to
harden, according to a new survey of com-
mercial insurance brokers.

The Council of Insurance Agents & Bro-
kers' Commercial Insurance Markets Index

survey, conducted during the first two weeks
of May, was based on the responses of 87
CIAB member firms. The survey found the
most significant increases for medium-sized
accounts-those generating between $25,000
and $100,000 in commissions and fees-with

See Updates on next page

Aetna in talks to sell

non-health care units
By JUDY GREENWALD al financial services operations

HARTFORD, Conn.-Employers that do business with "and this still remains a viable/Etna into an independent company,

Aetna/U.S. Healthcare likely won't see much of an impact option," Chairman and Chief
if parent Aetna Inc. sells its international and financial Executive Officer William H.

services operations to ING Groep N.V., analysts say. Donaldson said in a statement.

At the same time, employers with group pension busi- "There can be no assurances that we will execute a

ness managed by Aetna's financial services operation may definitive agreement to sell these businesses to ING, or
want to keep an eye on the ratings of any eventual pur- what the terms of such an agreement would be. Any such
chaser, says one analyst. agreement would be subject to various regulatory and

Hartford, Conn.-based Aetna said last week it is in talks other approvals," Mr. Donaldson said.
with Dutch financial services company ING to sell all or "We remain committed to our stated goal of improving
part of its financial services and international businesses. Aetna U.S. Healthcare's leadership position, financial
According to market reports, the sale price may be in the performance and relationships with physicians, hospitals
$8 billion to $9 billion range. and patients," he added.

Talks have just begun, and Aetna will provide details if Earlier this year, Aetna rejected an unsolicited $10.5
and when a definitive agreement is reached, an Aetna billion takeover bid offered jointly by a U.S. unit of ING
spokesman said. and Thousand Oaks, Calif.-based WellPoint Health Net-

Aetna previously announced plans to separate its glob- See Aetna on page 37

MEWA penalties possible
Many employers unaware of new filing rule

By JERRY GEISEL

WASHINGTON-Employers that
extend their health insurance plans
to more than their own employees
could be liable for $1,000-a-day
penalties if they fail to file a new,
federally required form by July 1.

As that deadline approaches, how-
ever, many employers remain un-
aware both of the fact that there is an

M-1 form-which must be filed with

the Department of Labor by compa-
nies that maintain multiple employer
welfare arrangements-and that the
new form may apply to their plans.

By and large, employers also are
unaware that the new Form M-1 will

be made available to state insurance

regulators, who, in turn, could use

the information to shut down such

plans, though benefit experts believe
that is more of a potential than an ac-
tual threat.

Still, benefit lobbying groups are
urging the Labor Department to pro-
vide additional guidance that would
clearly exempt employers that fit
certain criteria from having to file
the new report. Department officials,
informed sources say, are reviewing
the concerns that are being raised.

MEWAs are health plans that cov-
er the non-union employees of at
least two employers. A typical
MEWA is one offered to employers,
often small firms, that are members
of a trade association.

Employers, however, also could be
maintaining what some benefit ex-

perts are calling "stealth" or "inad-
vertent" MEWAs. These are benefit

arrangements that employers never
considered to be MEWAs but-in the

absence of clarification from the La-

bor Department-may indeed fit the
description.

Examples of situations that could
give rise to a stealth or inadvertent
MEWA include:

• An employer launches a joint
venture with another company and
offers its health care plan to employ-
ees of the joint venture.

• An employer spins off a unit and,
for a transitional period, extends
coverage to the employees of the
newly spun-off company.

• An employer extends its health
See MEWA on page 42

AXA sues over film finance losses

Burned at the box office
By DOUGLAS McLEOD

PHOTO·REUTERS

NEW YORK-AXA Group and several other insurers
that saw the movie production finance business as a
glamorous money-maker in the 1990s are now starring
in the financial equivalent of a disaster film.

After only a few years backing film production loans,
these insurers are facing as much as $1.5 billion in loss-
es and a widening tangle of lawsuits and counterclaims
charging betrayal of trust and fraud.

The business is "insurance-backed gap financing," in
which insurers agree to repay a movie industry borrow-
er's bank loans if a film's revenues fail to recoup its
costs.

Long-simmering troubles with the policies first hit the
courts last fall, and several suits have involved Chase
Manhattan Bank's financing of a string of box-office

flops, including Barbra

Streisand's "The Mirror I
Has Two Faces."

Since then, the litiga-
tion has widened, with
new suits drawing in
brokers and consul-

tants involved in the

placements. It has also
turned nasty.

AXA, which may have
the largest exposure to
losses from the gap fin-
ancing deals, earlier this
month sued Chase, broker Stir
ling Cooke Brown Holdings Ltd L

See Movies on page 28 j
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Updates Louisiana seeks to limit
CIAB firms see rising P/C rates
Contmued from preinous page
87% of the respondents reporting that rates for such accounts had in- exclusions, expanded usecreased durmg the previous 90 days Nearly one-thi of the respondents
said that the mcrease was greater than 10% By DAVE LENCKUS C Noel Wertz, a senior attorney James H Brown issued to insurers

Survey respondents also reported increases m the pnclng for small and with the department, said she ex- in June 1997 (BI, June 9, 1997) In
large accounts, but not to the same degree BATON ROUGE, La -The pol- pects to complete the first draft of that letter, Mr Brown discour-

The commercial automobile and workers compensation lines appeared lution coverage pendulum would the regulation by the end of June aged insurers from invoking pol-
to be experiencing the greatest degree of hardemng When asked to de- swing back in Louisiana policy- Various departmental and state lution exclusions to deny coverage
scnbe the market for mdividual hnes of msurance purchased by medium- holders' favor by year's end under legislative reviews of the proposed when
med and large accounts compared with that of three months earher, 74% a unique state effort to limit in- regulation likely would run until • A loss did not involve envi-
of the respondents called workers comp "very hard" or"somewhat hard, surers' use of the absolute and to- December, when Ms Wertz said ronmental damage
while 66% used the same terms to descnbe the commercial auto market tal pollution exclusions she hopes the regulation would • A policyholder is not an "in-
Property and general habihty insurance for such accounts also showed The Louisiana Insurance De- become effective tentional active industrial pol-
signs of fliming, while umbrella coverage was largely unchanged partment is beginning to draft a If adopted, the regulation would luter "

The CIAB index also showed a continuing Increase in the pnce of group regulation that would bar insurers be unique among the states poli- • A loss resulted fiom a mal-
medical msurance for accounts of all sizes A malonty of both the small from invoking either pollution ex- cyholder and insurer attorneys functioning product that had been
(56%) and medium-sized (53%) accounts reported Increases of more than clusion to deny claims under gen- agree used properly
10% compared with three months earher Nearly four out of 101arge ac- eral liability policies for losses The regulation that Ms Wertz is • A loss resulted from exposure
counts (38%) reported increases of more than 10% for their group medi- that involved contaminants but drafting essentially would formal- to asbestos or lead
cal coverage did not result in any environmen- ize a strongly worded advisory Insurers largely complied with

The CIAB launched its mdex earher this year (BI, March 6) tal damage that Louisiana Commissioner See Exclusion on page 40

SEC targets Ponzi schemes
WASHINGTON-The Secuntles and Exchange Commission last week Ruling on safety issues

filed a barrage of lawswts against insurance agents and others involved

in sellmg what the SEC charges are fraudulent corporate promlssory Disabled can't be denied jobs that pose personal risks: Courtnotes backed by offshore msurers
The 11 SEC complaints name 22 companies and 38 individuals and By JUDY GREENWALD the face of numerous federal and based Equal Employment Adviso-

stem from more than $300 ml}llon In allegedly bogus note sales, the SEC state safety regulations and could ry Council, an employer group
said in a statement SAN FRANCISCO-Employers force employers to choose which that filed a brief in the case on

The lawsuits follow actions agamst many of the same companies and could find themselves in a dilem- laws to follow Chevron's behalf
Individuals by securities and msurance regulators m 28 states State au- ma over which laws to obey in It also may lead to a change in "It begins to suggest the em-
thoritles m recent months have filed 370 administrative or crmiinal com- light of a federal appellate deci- federal guidelines, which permit ployer will be put into a damned-
plamts against; 332 companies and individuals for promissory note sales sion that says a disabled employ- employers to defend against dis- lf-you-do and damned-if-you-
to more than 4,600 mdividual mvestors, according to the North American ee cannot be denied a job on the crimination charges by saying the don't situation," agreed David
Secunttes Administrators Assn grounds that lt may endanger that job would have represented a Weinstein, a partner who heads

In most of the alleged Ponn schemes, operators used nationwide net- worker, say attorneys who repre- threat to the employee the labor and employment group
works of insurance agents, financial advisers and stockbrokers to sell sent employers But some observers fear that at law firm Wildman, Harrold,
promissory notes of companies claiming to be in such busmesses as golf In its May 23 decision in Mario even revised federal regulation Allen & Dixon in Chicago
course development and auto financing Echazabal us Chevron USA, the will not protect employers from Employee attorneys, however,

Operators used proceeds of the note sales to make some mterest pay- 9th U S Circuit Court of Appeals subsequent suits by injured work- say the ruling bars paternalism
ments to early mvestons, but dverted the bulk of the money to themselves in San Francisco ruled that the ers or from having to pay them and that employers should ensure
and to pay htgh commissions to sales agents, regulators charge Americans with Disaoilities Act workers comp benefits a safe workplace in any event

The defendants allegedly attracted mvestors by promising high returns applies to employees seeking jobs The decision forces employers to Other federal courts will con-
and by claiming that prmcipal and mtemst payments were guaranteed by that may pose a direct threat to choose "between the ADA and sider the decision, say attorneys,
Insurance pohcles or bonds issued by vallous offshore Insurers their own health or safety Many safety," said Ann Reesman, gener- some of whom believe the U S

One of these Insurers, New England International Surety Inc, backed observers say the decision flies in al col.nsel for the Washington- See ADA on page 41
at least six of the promissory note issues targeted In federal and state law-
suits, accolrilng to Wisconsin securities regulators

New England International, a Panama-based insurer with a history of
regulatory trouble, had earher guaranteed $33 milhon m bogus notes is-
sued by two companies run by convicted felon Pete J Buffo Regulatory delay criticized

Hendrik Rienstra, the insurer's Brussels, Belgium-based president,
could not be reached HARRISBURG, Pa -Pennsyl- Because no law requires insur- she would not proceed" on

Other insurers backmg note issues mcluded Global Insurance Co Ltd vania Insurance Commissioner ers to participate in the commis- American Re's regulatory ap-
of Costa Rica and the defunct Insurers Westwood Insurance Co Ltd and M Diane Koken must stop sion, delaying the processing is proval filing until Munich Re
Tangent Insurance Co Ltd of Antigua "stonewalling" American Re-In- improper, he held joined the commission, court pa-

24 N.Y. hospitals sue Aetna
surance Co 's application for reg- Last August, American Re an- pers say
ulatory approval to buy surplus nounced its plan to buy Bala Munich Re has said that as a
lines insurer United National Cynwyd, Pa -based United Na- reinsurer, it need not be a full

NEW CITY, N Y -Twenty-four New York non-profit hospitals are su- Group, a state judge has ruled tional and in September sought member of the commission,
]ng Aetna U S Healthcare Inc for $95 milhon, alleging that the health in- The commissioner has improp- regulatory approval which Comprises insurers that
surer fails to pay claims on time and routinely rejects claims it is obhged erly held up the proposed $350 According to court papers may have Holocaust-era claims
to pay million deal, which was due to Pennsylvania Insurance Depart- Munich Re has offered to join as

The suit filed m state court charges Aetna with breach of contract and close in the fourth quarter of ment officials told American Re's a reinsurer and contribute to a
violations of the New York Prompt Payment Law, New York Managed 1999, as a means 50 pressure attorney, Constance B Foster of humanitarian fund
Care Act and state deceptive busmess prachces laws American Re's parent, Munich Saul, Ewing, Remick & Saul A Pennsylvania Insurance De-

The hospitals are seekmg $45 milhon in compensatory damages and Reinsurance Co, into joining the LLP in Harrisburg, that ap- partment spokeswoman said,
$50 milhon m pumbve damages International Commission on proval was being delayed as Mu- "The department never required

"Over the last several years, Aetna U S Healthcare has embarked on a Holocaust Era Insurance Claims, nich Re had not joined the Holo- membership of the Holocaust
coordinated plan to breach its contractual obhgations to the hospitals," the judge ruled caust Commission Commission as a requirement for
the suit charges "The purpose of this plan is to delay-or, m many cases, Ms Koken must handle Amer- "This court disbelieves the tes- approval of the filing " The de-
reduce-the amount of reimbursement paid to the hospitals" ican Re's application "forth- timony of Deputy Insurance partment "wanted to see other

Specifically, Aetna U S Healthcare failed, among other thrngs, to meet with," ruled Judge Joseph T Commissioner Stephen J John- actions" similar to joining the
contractual obhgations to pay buls within 45 days, routinely and arbitrar- Doyle, president ludge in the son that he does not recollect commission She would not elab-
]ly refused to pay for medically necessary treatments, used unauthonzed Commonwealth Court of Penn- telling Ms Foster that the insur- orate
actuarial tables to determme whether a treatment was medically neces- sylvania ance commissioner stated that -By Gavin Souter
sary, violated bans on issuing claims denials based on retrospective re-
views of treatments, and failed to pay previously agreed rates for treat-
ments, the suit alleges Inside

In a statement, Aetna U S Healthcare said it is still reviewing the
charges, "but we strongly object to the allegation that we have intention- • The National Assn of Insurance Commissioners should For the Record 43
ally delayed payments m violation of New York Managed Care and not apply consumer privacy laws to workers compensation Global Briefs. 33
Prompt Payment laws" claims, one of this week's editorials says PAGE 8 Insurance Services Guide 36

The insurer is working with the hospitals to develop payment arrange- International

ments that meet legal and busmess requirements, the statement said • European farmers are facing the prospect of plowing Letters 8

under thousands of acres of crops because of a possible Opinions. . .
- ...8

Online D&0 coverage auction seed contamination PAGE 33 Perspect,ves .... . ... . ........ . . 25

Products & Services

• V A Tommy of Oman Insurance Co writes that full dis- Taking Stock .ATLANTA-Two former Marsh Inc executives are launching a new -
.39

closure of contingent commissions might not be in the TickerWeb site that will eventually allow risk managers to put vanous proper- 43
best interest of buyers PAGE 25ty/casualty insurance programs out to bid in what is being described as

Business /nsurapce (ISSN 0007-6864) Vol 34, No 23, is published weeklyan onhne"reverse auction"
• Standard measures of Insurer performance are by Crain Communications Inc,740 N Rush St,Chicago Ill 60611 2590 Pe

Initially, nsk managers m the health care Industry can log onto skewed, says stock analyst Ivlyron IVI Picoult PAGE 39 nodicals postage Is paid at Chicago and at additional mailing offices POST
www theinsurancexchange com and take their directons and officers ha- MASTER Send address changes to Business /nsumnce, Circulation DepaM

Departments ment, 965 E Jefferson Ave , Detroit, Mich 48207 $4 a copy and $89 a year inbility insurance programs mto an auctton environment m which partlci- U S $108 in Canada and Mexico (Includes GST) Ati other coun tnes $209 a
pat,ng msurers compete for the business year (includes exfedlted air delivery) Canadian Post international PublicationsAdvertiser Index 97

See Updates on page 42 Mall Product (Canadian Distnbution) Sales Agreement No 0293512, GST No
Class,fieds 18 136760444 Pnnted In USA Copyright 2000 by Crain Communications Inc
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Spotlight rehgrt
« Market for public entity risks

14.- %@3 0 lYULGmrr showing signs of a turn
-- By RODD ZOLKOS thing that's happening is an over- Most dramatic appear to be

all premium increase throughout some of the increases in property
ublic sector risk man- the marketplace," said Sandy insurance premiums governmen-
agers this year are seeing Middendorf, managing director of tal entities are facing

"the signs of a changing the public entity division for Re- In the property market right
-

.4
insurance rnarket liance Specialty in King of Prus- now, we're seeing some big dis-
While no one is predict- sia, Pa,P part of Reliance Group ruptions, Mr Lundegren said

ing the kind of market Inc "Everybody's looking for a home

a 0
hardening they faced in the mid- "Many insurers including our- for their property "

 l Ai 1980s that drove governmental selves, are looking at our portfo- The property rate increases are
entities to self-insurance and lios a little more closely and de- a function of supply and demand,
pooling, the municipal insurance termining where price increases he said "Reinsurance prices are

* market is seeing some rate in- are necessary," Mr Middendorf up and capacity is down," he said
creases both by line and by region said "Not many coverage en- "A couple of years now there has

a. -1--1

"The market is changing I hancements or improvements are been a lot of aberrant weather

-
think it is in a process of transi- happening with much speed these conditions "

-- I T. tion right now, particularly in a days " Mr Lundegren said he hasn t.

lot of lines of public entities that "The market lS firming," said seen any instances of anyone un-
9,/ *ta have traditionally been very com- Mark Lundegren, director of mar- able to find property coverage,

petitively priced," said Gary Mar- keting at Coregis Insurance Co in however
41

tin, chairman of Aon Public Sec- Chicago "The market is clearly "We've seen increases from car-

tor Alliance in San Francisco, a firming in workers compensation riers of anywhere from 5% to
4

unit of Aon Group Inc and in property It seems to be 25%," Aon's Mr Martin said of
"Probably the most significant firming from west to east " See Market on page 15

i PRIMA leader primed for future
. .

Incoming president sets sights on increasing membership
By LEE FLETCHER

n
all li oosting membership, enhancing the skills

4 e - ,

.ri I r
. tion with and value to other government

1 R'
....

4 1 Aa president of the Public Risk Management
-

93 1 6

B of members and increasing their interac-
."

officials are among the goals for the new i r

" St"
Assn

4*v- +
FtS

f f

'I have a number of goals We have a strategic E
- 4 plan that we want to try to focus on making sure-

we're giving our membership the services they need
tt1 r.-

-#, . 1.S+.r=&64,'sJP"=1 -*114 · and want," said Dan Pliszka, who has been serving
. PIX* as acting president of PRIMA since January and

formally assumes office at PRIMA's 21st annual

Z a li Ell ./
Mr Pliszka would like to see PRIMA's member-

d ship grow = = Enlist 1- 1

"We currently have about 2,500 members now

9 d 'd and if you think about all the little towns, cities,
f. ,''*4 ;j',4St* counties around the country, the potential mem-

m , i PM= E ill I .1,111" , i, 1, + . :r:pm= bership is probably ln the tens of thousands,
¥L

though not every public entity has a specific public
risk management position," he said S fit

The new PRIMA president also would like to
make sure public risk managers have the skills they

t

7
need to succeed and grow

rN' A

'r# "It seems like more risk managers are becoming
the chief risk officers, meaning they are responsi-
ble for many of the functions that the treasurer 4

I.

r normally does I wouldn't doubt that sometime in
11 1 1 1 the relatively near future that it would work Itself r·

4 into the public sector Risk managers need to un-
/"-I

111 1 1

I r, I

/ ,*= derstand the cost of capital and investments and be
able to stand up and say'I can do that,' " Mr Plisz-

fl ka said

See PRIMA on page 12 Mr. Pliszka PHOTO NANCY PIERCE

Public risk managers mark profession's advance
By MARK A. HOFMANN tors-including the explosion of if they are not already confronting stature of public sector risk man- The creation of the Occupation-

information technology and the them agers," he said al Safety and Health Administra-

F
or public sector risk man- availability of new educational Looking backward, there iS In the early 1970s, the concept tion in 1974 was one factor that
agers, whose role once opportunities-also spurred in- unanimity that the Job has grown of risk management for a public prompted increased interest in
consisted mostly of buy- creased professionalism more sophisticated and complex entity was not clearly defined, risk management at public enti-
ing insurance, the nature The changed nature of the job since the 1970s and that the impe- said Allen Hyman, managing di- ties, he said Many local govern-
of the lot) has changed was also reflected m the estab- tus for that change came in large rector and practice leader for the ments became more involved in
considerably lishment of the Arlington, Va - part from insurance market dislo- Marsh Public Entity Group in managing their safety risks to

Although that focus began to based Public Risk Management cations Fort Lauderdale, Fla preclude the federal government
shift in the 1970s, the pace of Assn in 1978 as a forum for the "I do think that public sector "The roles and responsibilities from expanding OSHA's purview
change dramatically accelerated particular concerns of public sec- risk management certainly has varied considerably from entity to to include city government, he re-
in the 1980s, as coverage for gov- tor risk managers matured dramaticall> over the entity across public sector risk called
ernment entities dried up or be- The challenges faced by public past 20 to 30 years," said Robert management Unfortunately, to a Mr Hyman-whose positions
came prohibitively expensive sector risk managers, of course, Esenberg, who recently retired as substantial degree, that still ap- included risk manager of

The individuals charged with are constantly evolving Looking risk manager of Virginia Beach, phes today " he said Evanston from 1976 to 1983, risk
risk management had no choice into the new century issues such Va, after serving with the city for Mr Hyman said that when he manager of Corpus Christi, Texas,
but to become more sophisticated as an aging workforce, privatiza- 30 years (BI, Nov 15, 1999) became special facilities manager from 1983 to 1986, and director-
as they struggled to employ new tion of traditionally public ser- "I believe that the hard market for the city of Evanston, Ill, in insurance services for the Texas
forms of risk financing through vices and a drive toward greater pushed public entities to learn to 1973, "people in the public sector Municipal League from 1986 to
self-insurance and pools and to efficiency in government all loom manage their risks more and to did not really know or understand 1988-said that most early risk
implement new loss prevention large as issues that public risk enhance the need for public risk what risk management was in a management programs among
and control strategies Other fae- managers vnll soon have to tackle, management and enhance the public sector context " See Managers on page 14
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Spotlight report

Scandals can influence police liability coverage
By ROBERTO CENICEROS

igh-profile cases of pohce
misconduct-such as re-

cent scandals in Los Ange-
les and New York-can in-

fluence police liability cov-
erage arrangements na-

tionwide.

The media attention to such inci-

dents can lead to widespread mis-
trust of police. Such mistrust, in turn,
can bias juries hearing liability cases
against law enforcement agencies.
And underwriters, sensitive to pre-
vailing jury attitudes, may lose their
appetite for police liability business,
say brokers and risk managers famil-
iar with municipal risks.

In a soft insurance market, isolated

incidents of police misconduct may
not result in coverage problems. If

rates in the overall property/casualty
insurance market firm up, however,
the attitude of underwriters could

easily change.
For now, insurance remains avail-

able and affordable for law enforce-

ment risks, and demand for alterna-
tive risk financing arrangements gen-
erally has not increased.

One exception is Los Angeles,
which is considering alternative
methods for financing potential lia-
bilities stemming from an ongoing
scandal involving about 70 officers.
Those officers, from the city's Ram-
part Division, are under suspicion for
allegedly falsibying evidence, cover-
ing up unjustified shootings, and oth-

... is only part of the picture.

er cnmes.

To avoid similar misconduct

claims, many police departments na-
tionwide have adopted creative
training procedures and are reinforc-
ing their conduct standards to stem
citizen complaints and avoid liability
exposures.

Some agencies say that sort of risk
management has helped decrease the
number of misconduct claims filed

against them.
While such measures can reduce a

police department's misconduct loss-
es, a department's liability exposure
can still be raised by events outside
its control, experts say.

Societal and juror attitudes toward
police are a significant concern, said
Lewis Leigh, executive director of the

Washington Cities Insurance Author-
ity in Renton, Wash. The WCIA in-
sures nearly 100 municipalities, in-
cluding about 85 that have police de-
partments.

The focus by the media ar.d civil
liberty organizations on law enforce-
ment's handling of the World Trade
Organization demonstrations in
Seattle, for example, influences juror
evaluations of police conduct
throughout Washington, he said

Even incidents farther from home,
such as racial profiling and police
scandals in Los Angeles and New
York, influence the way Washington
juries view police, Mr. I.eigh said.

Municipalities, as a result must
consider more than just having good
supporting facts when they weigh de-

For over forty years, we've been committed to our clients' success.

That means making time to listen, providing technical solutions and offering

service that actually feels like service. We're making the right decisions -

however difficult they are. It's always been our approach.

To know more call. We're listening.

CNAREphone: 1-800-200-1546 www.cnare.com

fending themselves against police
misconduct allegations. They also
must consider factors such as soci-

ety's prevailing attitude toward spe-
cific police practices, Mr. Leigh said.

"You have to be careful what you
take to trial now," he explained.
"There are two barometers. One

barometer is, do you have good facts?
Another is the social circumstances."

To defend against police miscon-
duet allegations, "You better have
followed your procedures, and your
procedures need to be acceptable to
society," Mr. Leigh advised.

To minimize its losses, the WCIA
spent a year reviewing the conduct
policies of all of its member police de-
partments to ensure that those poli-
cies are appropriate, Mr. Leigh said.

A high-profile case in one city can
put police everywhere under a micro-
scope, agreed Gary Martin, managing
director and chairman of Aon Corp.'s
Public Sector Alliance unit in San

Francisco.

"It basically erodes the credibility
of what can be considered defensible

police work," he said.
Some underwriters viewing those

trends will change their require-
ments, demanding higher deductibles
or rate hikes, Mr. Martin said. Under-
writers did just that following the
videotaped beating of motorist Rod-
ney King by Los Angeles police offi-
cers in 1991, he noted. When the
overall market softened, however, in-
surers' push for firmer pricing dwin-
dled.

Currently, there are no signs of in-
surers exiting or sharply raising rates
across the board for law enforcement

liability coverage, said Mr. Martin,
who expects such coverage to remain
abundant. Accounts with substantial

losses, though, may face higher pre-
miums or deductibles.

High-profile police misconduct
cases are the exception, not the rule,
for most risk managers.

One of the biggest sources of loss
for police departments insured by the
WCIA is auto collision claims result-

ing from the growing use of comput-
ers in police cars, said Mr. Leigh.

Police more frequently are in-
volved in collisions and other acci-

dents because they are distracted by
keying in or looking up data while
driving, he explained.

As a result of the increase in colli-

sion claims, police liability is now
quickly catching up to employment
liability as the second greatest loss
generator for the WCIA. Until recent-
ly, the police losses had been a distant
third to employment-related losses.

Meanwhile, police agencies across
the nation are employing creative
training methods to improve their of-
ficers' morale and performance.

"Verbal judo" is one approach now
used nationwide. Its proponents
teach police to use language to obtain
compliance by redirecting hostility,
rather than confronting it head-on
with potentially lethal force.

"It's the martial art of the mind and

mouth," said George J. Thompson,
Pmsident of the Verbal Judo Institute

in Albuquerque, N.M. He has taught
his course to more than 170 police de-
partments, including some of the na-
lion's largest.

While the technique can be used in
a variety of law enforcement situa-
tions, from hostage negotiations to
calming domestic disputes, it is also
gaining in popularity among other
employers. Mr. Thompson said. He
has now taught the skills to airline
workers and other employees that
regularly deal with customer rela-
tions in a stressful environment.

One aspect of the training teaches
officers to "leave their egos at home."

See Policeonpage 6
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Police
Continued from page 4

By doing so, they are .ess likely to
take matters personally and lose their
temper when someone verbally as-
saults them or resists instructions,
Mr. Thompson explained.

The vas: majority of police alterea-
tions result from a loss of temper, Mr,
Thompson said. His program teaches
police to use persuasion and appeal
to people's self-interest :hrough, for
example, convincing them that cer-
tain behaviors will lead to the best

ou:comefor them,

verbal judo trains police to do
something that is not natural-to re-
main composed n the face of an in-
suit, said Captain Greg Kyntsis,
academy commander for the San
Bernardine Ccurty Sheriff's Depart-
ment in California.

The Sheriff's Department tracked
citizen complaints over four years
and found the Erogram helped re-
duce sun complaints by 60%, Capt.
Kntsis said Th€refore, the program
has helped the department's image,
he said.

"I. works," Caft. Kyritsis said. ''It's

a tactic and ano:her ore of our tools.

You have to remember. any time you
put your hands an someone, it's going
to look bad to someone else."

Capt. Kyritsis, along -wth other ad-
vocates of verbal judc, successfully
lobbied to make shetennique part of
the training recommended for all of
California s pollce departments by
the state's Commissicn on Peace Of-

ficer Standards and Ttaining.
Police agencies now are citing their

verbal judc• training iri eourt testimo-
ny when defending themselves
against excessive force lawsuits, Mr.
Thompson said.

Other police risk managemen: ex-
perts are focusing on improving the
performance level of departments.
Some departments, for example, are
moving away from just preventing or
managing liabilities to impro:ving
their "organizational climate," said
G. Patrick Gallagher, president of
Tne Gallagher Westfall Group Inc., a
risk management and leadership de-
velopment consultant in Indian Val-
ley: Va.

One way to do that, he said, Ls to
create "value-driven" departments,
rather than rule-driver. organiza-
tbns. Individuals need to learn val-
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ues-such as integrity, courage and
respect-to appeal to when making
decisions, he said But merely putting
those values in a policy is worthless if
they are not constantly reinforced by
police leadership and through a vari-
ety of department practices, Mr.
Westfall said.

Creativity in handling police mis-
conduct is not limited to risk preven-
tion methods.

Los Angeles Mayor Richard Rior-
dan in February proposed financing
the risk of future Rampart-related li-
ability claims by issuing a bond. The
debt would be paid with Los Angeles'
share of settlement money from to-
bacco manufacturers' settlement

with states, including California, for
health care costs from treating smok-
ing-related illnesses.

The mayor's proposal assumes that
Rampart-related claims will cost the
city about $100 million. But the City
Administrative Office has found that

the mayor's risk securitization rec-
ommendation may not serve the city
well. The CAO argued in a March re-
port that relying on the tobacco
funding is risky because the exact
amount of money available is not yet
known.

As an alternative, the CAO recom-

mends using variable-rate judgment
obligation bonds with the city setting
aside about $20 million per year dur-
ing the next several years to pay for
any judgments or to fund debt servic-
ing

The recommendations are still

wending their way through the city's
political and budget-allocation pro-
cess. Otherwise, Los Angeles is self-
insured for such losses, and exactly
what route it will take to pay for
Rampart losses remains to be deter-
mined.

It is not a given, however, that the
city will simply pay all Rampart-re-
lated claims, said Victor T. Parker,
risk manager for the city of Los An-
geles. The city is also preparing to de-
fend itself, he said. ill

Business
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• EVENTS •

2000 Employee Benefits
Communication Awards

The deadline for submitting entries
for Business /nsumnce's annual Em-

ployee Benefits Communication
Awards competition is fast approach-
ing.

The annual EBC Awards recog-
nize excellence in communicating
employee benefit programs. Pro-
grams arejudged on the effectiveness
of the communication effort, not on

the value of the benefits offered by a
company.

There are no mstrictions on the size

ofcompany oron the cost involved in
the preparation of a communication
effort

All companies in the United States
and Canada are eligible to enter their
own benefit communication pro-
grams. Consulting firms are also in-
vited to submit programs on behalf of
their clients. (Generic communication

programs will not be accepted.
Winning programs will be an-

nounced in the Nov. 20 issue of Busi-

ness insurance and honored at a lun-

cheon in New Yoik

For a copy of the EBC rules and
entry form, go to B/ Events at
www.businessinsurance.com. The

deadline forcompleted enies is June
26.

For more information, contact
Business Insurance/ EBC Awards,
711 Third Ave., New York, N.Y.
10017; 212-210-0299; fax: 212-210-
0704; e-mail: bobrien@crain.com
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Opinions

Prudence needed in privacy
he National Assn. of Insurance Commissionersneeds to tread very carefully if it is seriously

considering applying new federal consumer
privacy regulations to workers compensation
claimants.

We believe that such a move by state regulators
would be overstepping their mandate to develop pri-
vacy regulations under the financial services mod-
ernization law enacted by Congress last year. Worse,
ill-considered restrictions on employer access to in-
formation about injured employees could raise costs
and hamper employers' efforts to manage treatment
and return workers to the job.

Title V of the law, also known as the Gramm-
Leach-Bliley Act, requires state and federal banking,
insurance and securities regulators to implement
rules that would assure the security and confiden-
tiality of consumer information within their respec-
tive jurisdictions.

Some regulators, however, are talking about ex-
tending the new rules for insurers to also apply to
workers comp policies. That strikes us as extending
privacy protections considerably further than
Congress intended.

The act's privacy rules are aimed at protecting the
privacy of personal-not commercial-financial in-
formation. The object is to make sure that consumers
know when an institution plans to release certain
personal financial information to non-affiliated
third parties for marketing purposes, and to give the
consumer the right to block release of that informa-
tion.

Workers comp coverage doesn't fall into the cate-
 gory of financial products associated with personal

checking accounts and home loan applications. By
definition, it's a commercial insurance transaction.

In addition, Title V's protections apply to insurers'
customers. In this case, employers-not the workers
comp claimants-are the insurers' customers.

As such, obstacles to employers obtaining informa-
tion on third-party claimants, as the NAIC is consid-
ering, would be improper. Employers are, after all,
the ones paying the claimant's medical bills in the
first place. They need to make sure those claimants
are receiving appropriate treatment and they need to
know when return-to-work programs or modified
temporary light duty can be instituted. They also
need to know when a possible fraud occurs.

Imagine what would happen if claimants were al-

Not managing
GNORING risk management is not only costly-itcan be fatal.

One New York company is learning that the hard
way as government officials seek to revoke its operat-
ing licenses and shut it down in the wake of an accident
that caps a long string of accidents and years of unsafe
operations.

On May 22, a New York Apple Tours sightseeing bus
struck and killed a pedestrian who was crossing a
street in Manhattan. The driver was cited for operating
a vehicle he was not licensed to drive and for driving
the empty bus outside of an approved route.

It quickly came to light that such disregard for regu-
lations was not an anomaly.

The Associated Press reports that the tour bus oper-
ator has been issued hundreds of traffic citations and

was involved in 140 traffic accidents in the past three
years, and that it has been fined hundreds of thousands
of dollars for avoiding federal inspections of its double-
decker buses. The New York Times reports that the
state found 625 violations of state vehicle laws at the

company.
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lowed to "opt out" of permitting employers access to
information associated with their claim. That could

be an open-ended invitation to abuse by less-than-
scrupulous claimants and medical providers.

Risk managers and employers already face the real
possibility that the federal government will place
hurdles of its own between them and workers comp
data. The Department of Health and Human Services
has been busily working on privacy standards for the
electronic transmission of medical records.

No one contends that workers comp elaimants
don't deserve privacy protections. The protections
involved, though, are not the same, because the is-
sues aren't the same as those addressed by the finan-
cial services modernization bill.

If workers comp is included among the privacy
protections considered by state or federal regulators,
it merits its own special treatment guaranteeing that
the rights of employers that pay for this care are pro-
tected, including preserving their access to necessary
information.

State insurance commissioners should focus their

attention on making sure that the privacy rights of
personal insurance consumers are protected, and re-
sist the temptation to expand their rulemaking au-
thority into the commercial insurance arena.

risks too costly
New York state officials last week suspended the

registrations of all of the company's buses until a hear-
ing to be held next week, and officials likely will push
to permanently close the company.

Given the company's accident record, it's not diffi-
cult to see why the state wants to shut it down; it's a
public hazard.

New York Apple Tours appears to have ignored or
never considered appropriate measures to ensure the
safe operation of its vehicles, let alone basic regulations
designed to ensure safety. If it had, it likely wouldn't be
in the trouble it now finds itself.

For any company to ignore the means to avoid an ob-
vious source of losses is foolish; for a company involved
in public transportation and tourism, it is inexcusable.

The tour company now is crying foul, saying that
state officials are "rushing to judgment" and claiming
it is "shocked" that its vehicle licenses have been re-
voked.

To anyone in risk management, however, the conse-
quences of ignoring unsafe behavior were neither too
swift nor shocking.
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Spotlight report

PRIMA
Continued from page 3

"It's important for PRIMA to be
giving our membership a set of skills
and training and to help those that
want to become a state-of-the-art risk

managers with current tools," he said.
Building the visibility of the risk

manager within government entities
also is a goal.

In his risk management job, Mr.
Pliszka, 43, describes himself as an

"eternal optimist," which he admits is
rare in the risk management business.

"I'm not a doom-and-gloom guy. I
look at my job as I'm here because of
the departments I serve. The depart-
ments aren't here because of me. As a

result, if someone calls me and says,
they're thinking about doing so and
so, I feel my job is to say'OK, let's find
a way so you can do whatever it is, '"

FINALLY, AN INTERACTIVE

site for workers' compensation

that is custom-designed to

meet your individual needs,

saving everyone time and

money. Including you, the

agent, hospitals, reinsurers and

employers, too.

Introducing iCorp.com - an

innovative resource providing

workers' compensation rating,

policy issuance, billing, claims

and workflow management

systems at the click of a mouse.

Real information in real time.

All to ensure greater efficiency

in getting workers back on the

job and, equally as important,

controlling claim costs.

For more information about the

companies of InServe, simply

click on www. inservecorp.com.

And discover a resource that's

about more than just general

information. It s about time.

iCorp.com

InServices

Providers' Assurance

OccuCare USA

400
InServe

formerly Managed Care USA

Corporate Headquarters

4401 Barclay Downs Drive
Charlotte NC 28209

704.945.2600

he said.

Mr. Pliszka serves as manager of
the Risk Management Division for the
City of Charlotte as well as for Meek-
lerburg County and the Charlotte-
Mecklenburg Board of Educatic,n in
North Carolina.

'Not many places cover all of the
entities that I do risk managemem for.
It's one of the bigger jobs and one of
the more challenging jcbs. It's just the
absolute greatest place in the world to
work-Charlotte is a cool town," Mr.
Pliszka said.

It's also a busy place to work, with
a county population of about 750,000
people and budgets for the three ma-
jor public entities the risk manage-
ment division serves 1 opping off at
about $1.8 billion.

There are 20 employees in the risk
management division. Mr. Pliszka
said. In addision, the city, county and
school board employ roughly 22,000

Le)pIe altogether.
"From the standpoint of what we

do, we cover just about every risk
there is," he said. Those risks include
a major airport, the Charlotte/Dou-
glas In-ernational Airport, which is
operated by a city department.

Mr. Pliszka said that being a good
r-sk manager means understanding
that risk management is a "people
business."

' A risk manager is fooling himself if
he thinks that he can sit in :he ivory
tower and fix all the risk problems.
That doesn't work. You've got to show
that you care for the departments and
that you understand what they do,"
he said.

To that end, Mr. Pliszka said, he's

ridden along with the garbage collee-
tion and police department:s and has
gone through the sewer treatment
plants.

"You've got to understand why they

get into operational problems and
what kinds of things they face on a
daily basis," he said.

When he arrived in Charlotte in

1994, Mr. Pliszka said he was hired
with the expectation that he could
lower the division's workers compen-
sation costs.

"The city manager at the time intro-
duced me to the management group
as'the guy who's going to save the city
a million dollars this year.

'1,

In fact, he managed to do much
more than that.

Over the past six years, Mr. Pliszka
has saved the division almost $9 mil-

lion in workers comp costs.
One key to those savings was Mr.

Pliszka's examination of an in-house

medical clinic that treated county em-
ployees' initial injuries.

"I did some analysis and found that
about 90% of the cases that went to

the nurses (at the clinic) later went to

see a doctor.

"What I ended up saying is, if 90%
of these people are referred to the doc-
tor anyway, why not cut out that mid-
dle step and go right to the doctor?"
Mr. Pliszka said.

Another example of Mr. Pliszka's
success is a sharp decline in the num-
ber of police department vehicle acci-
dents.

"The fiscal year right before I got
here, the pohce department had 458
vehicle accidents, and, I think, at the

time they had about 430 vehicles in
the fleet. So, they sometimes had more
than one accident for some vehicles in

the fleet," Mr. Pliszka said.
Last year, he said, the police de-

partment had only 199 vehicle acci-
dents.

"It's not rocket science. One of the

main ways that I did it was using the
people skills to get the message across
to the police chief that he was wreck-
ing way too many cars," Mr. Pliszka
said.

According to Mr. Pliszka, the police
department started publishing de-
partment accident statistics among
the different police districts, which
created a healthy competition to keep
accidents down.

Mr. Pliszka said that during his
tenure, someone in the police depart-
ment came up with a brilliant idea
that has also helped reduce the num-
ber of accidents.

They put in a program that if you
wreck one of the police vehicles, you
are then relegated to one of the oldest
cars in the fleet, and you don't move
up until somebody else wrecks anoth-
er car. So when you're driving the old
clunker, you're thinking all the time
that you're driving this because you
wrecked a car," Mr. Pliszka ex-

plained.
Prior to coming to Charlotte, Mr.

Pliszka served in a wide variety of risk
management positions, including
safety specialist for Martin Marietta
Energy Systems in Oak Ridge, Tenn.;
safety manager for the City of Ana-
heim, Calif.; risk manager for the City
of Manhattan Beach, Calif.; and direc-
tor of risk management and employee
benefits for Jefferson County (Birm-
ingharn), Ala.

Mr. Pliszka received his formal ed-

ucation at the University of Wiscon-
sin-Stout in Menomonie. He holds a

bachelor's degree in business admin-
istration and a master's degree in in-
dustrial safety and loss control man-
agement.

In addition to his job as risk manag-
er, Mr. Pliszka also has served on the

faculty at the University of North
Carolina-Charlotte for nearly a year
as a part-time instructor. Mr. Pliszka
said he is "loving every minute of
teaching" in the university's insur-
ance/risk management curriculum.

"I'm trying to teach from the prac-
tical side, instead of being an aca-
demician I'm able to apply the differ-
ent experiences that I've had, and I
think it makes it a lot more interesting
for them. I think if eveIyone's not get-
ting an'A,' I'm not doing a good job,"
Mr. Pliszka said.

Mr. Pliszka said one of his first ex-

posures to PRIMA came at its 1989

national conference in Nashville,
Tenn.

"I was really impressed with the in-
formation sharing, and I just soaked
up a lot. I was also really struck by
how personable everyone was. There
are still people to this day that I still
count as friends that I met at that con-

ference. I got really interested in PRI-
MA at that point," Mr. Pliszka said.

Once he began working in Char-
lotte, Mr. Pliszka said he became in-
volved with PRIMA "pretty heavily."

"I pulled together a grass-roots ef-
fort to get the conference to come
here....This is the first time ever

that anyone has been elected and is
being installed in their home city," he
noted. Ini
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Spotlight report

Managers
Continued from page 3
public entities had only three compo-
nents: safety, claims and insurance
procurement.

"It didn't take a lot of effort to de-

fine what those three components re-
quired. If a risk management program
at that time had the support of top
management, and the risk manager
had the tools, the likelihood of success
in reducing the total cost of risk was
very high," he said.

Success also was high because very
few entities previously had applied
any form of risk management to their
losses, he added. Over a five-year pe-
riod during his tenure, for example,
Evanston was able to cut its workers

compensation costs by 50%, he said.
In addition to the formation of

OSHA, two other developments ad-
vanced public entity risk managers'
careers, Mr. Hyman said. The creation
of PRIMA, for which he served as
president from 1984 to 1985, "provid-
ed a forum for the sharing of informa-
tion and experience about the profes-
sion of public sector risk manage-
ment. It was from that point that the
true sophistication of this discipline
grew."

Probably the most significant jump
in sophistication, however, followed
the arrival of personal computers, ac-
cording to Mr. Hyman. "With that
came the ability to tailor software
needs to specific interests at minimal
cost," he said.

With the advent of personal com-
puters, information management be-
came another key component of a
public risk manager's job, he said.

The demand for more sophisticated
risk management grew immensely in
the mid-1980s, when municipalities
faced a liability insurance crisis.

Mike Hulsey, now chief of the bu-

reau of risk management for Rich-
mond, Va., was a broker during that
crisis. He "saw the shambles that

came from coverages just disappear-
ing. A lot of public entities have be-
come a lot more sophisticated because
they've had to be."

In response to the insurance crisis,
public risk managers instituted "self-
insurance programs, larger retentions,
risk retention groups and other pro-
grams where they can address their
risks without having to go through
the commercial market," Mr. Hulsey
said.

"The awakening came in beginning
in 1983-84, when the market started
constricting," agreed 1VIr. Hyman.
"Government awoke to discover that

its insurance had been canceled or

non-renewed or the premiums being
requested were hundreds of percent-
ages greater than the year before,
which, for purposes of governmental
budgeting, were untenable," he said,

"There truly was only one solution
at the time that would render imme-

diate results, and that was to initiate

an aggressive risk management pro-
gram. All of a sudden there was a hue
and cly across the country for experi-
enced risk managers for public sector
positions," Mr. Hyman said.

As a result, he said, "the profession
expanded considerably and self-in-
surance and public sector pooling be-
came a viable alternative to the con-

ventional market."

To this day, self-insurance pools re-
main a leading approach to risk fi-
nancing for public entities, despite
softening in the traditional property/
casualty insurance market that fol-
lowed the last hard market, continu-

ing to the present day.
Terry Anderson, risk manager for

the city of Tucson, Ariz., since 1978,
agreed that the hard market of the
mid-1980s was the key catalyst to the
advancement of the public sector risk
rnanagement profession.

"There's no question it's much more

sophisticated. Probably the biggest
change rises our of the insurance cri-
sis of'85-36," Mr. Anderson sa-d That

hard market for insurance essentially
forced public seek,r risk managens
into running their own insurance
Dompanies, he said referring to the
pools and self-Insurance programs
shat emerged.

"Public risk managers essentially
operate a small but not unsophisticat-
ed insurance company. It's just like an
insurancecompany exeept forthe fact
we have a captive market," he said.

Mr. Anderson said that when he as-

sumed his job in 1978, he spent about
80% of his budget on buying insur-
ance from traditional markets. Now,
he spends only about 5% of his bud-
get in the traditional markets.

Risk financing is not the only area
in which public risk managers' abili-
ties have grown; access to better risk
information also has steadily in-

creased, pointed out Elizabeth D.
Puddington, executive director of
New Hampshire School Boards In-
surance'Ihist in Manchester, N.H

"It definitely has become more so-
phisicated. Probabiy one example is
the recognition of the unique dimen-
sions of public sector risk manage-
ment," she said.

Ms. Puddington c_ted as an exam-
ple the Malvern, Pa.-based Center for
the Advancement cf Risk Manage-
ment Education's 1999 decision to of-

fer a course in risk management for
pubkc entities. The course builds
upon the Associate in Risk Manage-
rn€nt program

Ms. Puddington also cited the Pub-
lic Risk Database Prject, The project,
which is based in Columbia, Md.,
seeks to help public entity risk man-
agers better understand, track and
control risks associated with public
ser/ices (see story, page 20).

Now, several recent developments
appear likely to shift public sector
risk management into new, uncertain
territory.

The current state of public risk
management is "mixed," said Ms.
Puddington, "Certainly the public
sector risk managers who have been
in their positions for a number of
years and have worked with a stable
group are increasingly treated as en-
terprise risk managers and rot just in-
surance purchasers. That said, one of
their biggest challenges is the in-
creased pressure on finances and
staffing," she said.

Mr. Hulsey said that public sector
risk managers face some of the same
challenges as their priva:e sector
counterparts, which include dealing
with a perceived hardenjr.g of the
market for traditional propety/casu-
alty insurance and the new demands
of an electronic economy. "Everybody

thinks we need to be into e-commerce.

We need to understand what we are

doing," he said.
The challenges are not likely to

abate anytime soon, but rather be-
come more complex.

Jim Crockett, manager-risk and
benefits for the Denver Water Au-

thority, said that public sector risk
managers have to deal with questions
arising from an aging workforce,
which means increased workers comp
and disability management problems.

"A lot of jobs in the public sector
still involve fairly physical activities,"
he said, citing police, fire, utilities,
road and construction activities.

"With the aging workforce, the
number of people who are unable to
perform the physical tasks continues
to increase. It's difficult to return peo-
ple to a position they can perform-if
you can't fight fires, you can't be a

Continued on nert page
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Contmued from preulous page some tightenmg in the market, no fire pohcies and the brokers have been "We're hearing that it's getting
firefighter," he said alarms have been rung yet Market telling us to expect some mcreases," worse daily," the Palm Beach Court-

Jim Coyle, executive director of In the name of emciency, some gov- Ms Gregory said ty risk manager said
PRIMA, said that in the past decade ernments are downgrading or ellmi- Contznued from page 3 Carol Zoellner, director of risk The property picture iS further
or so, "a lot of cities embraced pub- natmgnskmanagerpositions, hesaid thisyear's propertymarket management for Palm Beach Coun- clouded by a proposed change m
hc/pnvate partnerships and pnvab- In fact, "nsk management has been And on the earthquake front, Mr ty, Fla, said her county is budgetmg Federal Emergency Management
zation A lot of cities were act:Ing more falbng to a level m many orgamza- Martin said that while he sees ade- with an expectation of rate increases Agency regulations that would re-
like busmesses" by providing services tions that limits its potential to effect quate capacity, he would expect in both its property and casualty qulre publlc entities to purchase
almost as the pnvate sector would, cost reduction" pubhc entity buyers to face increases programs when it renews coverages property Insurance m order to quah-
such as requiring that swimming Effective rlsk management pro- of 5% to 20% "I think this is the first Oct 1 ty for federal disaster assistance
pools and golf courses be self-suffl- grams require one or both of two cri- real sign we've seen in the market- "We're anticipating increases "On property we're seeing a lot of
clent teria--senior management commit- place of the market changmg," he We've certainly been advised that the rate increases," said Mark Ferraro,

The challenge ahead wnll involve ment and recognition and authonty m said market is tightening," Ms Zoellner senior vp with Marsh Inc 's Marsh
loolang at multozinsdictlonal issues-- the orgamzation to effect change, he "We definitely had a change m our said Pubhe Entity Group in San Francis-
including environmental and parks said Without one or both of these, "it property Insurance renewal at the On the property side,"Our broker co "We're also seeing a lot of confu-
and recreation issues--and devising becomes extremely,l,ff,cult for a rlsk end of last year," said Lauren Grego- tells us the rate increases depend mon on the part of the Industry on
nsk management responses to them, manager to see that necessary changes ry, director of risk and insurance upon how equitable your current how to respond to the new FEMA
he said m pollcies, procedures and operations management for the Metropolltan premium is," she said proposed regulations"

Mr Hyman said that in the ex- come about," said Mr Hyman, addng Transportation Authority in New "We're also hearmg that the habil- "One of the problems that we're
tremely soft market of the past few that rlsk management may be the York "I can definitely say we saw ity carriers are looking to adlust seeing happen is that nobody can re-
years, "the sense of urgency and the only staff function m government that some change upward ' rates because they've been hit by ally pin FEMA down on how they
sense of demand fornsk management can sigmhcantly reduce operatmgex- In "hability we haven't seen any some heavy losses," she said "Not would coordinate their program with
in the publtc sector has been in de- pense without elimmanng people or change yet, but we are in theprocess from us-our loss expenence has entities that are self-insured or have
chne While we're begmning to see programs 51 of placing some owner-controlled been good m both areas" large retentions," Mr Ferraro said

"The one thmg that we don't think
has been discussed as fully as it
should is what is responsible seM-in-
surance?" agreed Aon's Mr Martin

"Aon feels that there's gomg to be
enough capacity in the marketplace
to satisfy the requirements that are
going to be out there," Mr Martin
said "The real question is the price
that camers are going to exact to
provide the coverage "

The issue unll be whether pubhc
4 entities wnll be wdling to pay that

'.*11% pnce, he said
"They wlll probably be asked to

pay amounts that they're not paymg
now," Mr Martm said "That will

:, +1 have to play itself out, and I imagine
i .4 it's going to be falrly pohtical

E There's gomg to be a point where you

. ¥ may have the ablhty to buy it but
you're unable to put up the capital to
do it "

On the habillty side, things are
"spottier," Coregis' Mr Lundegren
said

L *

'liFILL4&4*LAE,RL*,49445ji",6.6*11114:1/.4... 2 l . "Over the last year we saw the turn
in the market flrst m schools but now

mums are well into the turn," he
said

"If you talk about third-party ha-
R

bility coverage, I would describe it as
i: we're bouncing along the bottom,"

.

Mr Ferraro said "Most mcumbent
.IAn:- · JA/0,32 R....

markets would like a rate in-

....%55'.'
crease but there's stlll a lot of com-

petition"
1¥..4- "There are rumors of companies

43*$ who are mandating that they won't
:*.. wnte smaller entities or they need a
2 **'' *

i#k certain premium mcrease, but there
1F: are plenty of companies who are

wdling to step into the void," he said
"Not every carrier's trymg to get

price increases, but many are," said
Rehance's Mr Middendorf

Several Insurers have left the mu-

mcipal market over the past year,
Mr Lundegren said

I .

' 14 "It's a less crowded marketplace
this year," he said "There's fewer

3rY. general purpose carriers dabblmg in
the marketplace "

"Thmgs have changed smce a year
ago," he said "A year ago there were
a lot of Johnny-come-latelys enter-
ing the market Now it's a httle late

| to be walking in"
"From the excess standpomt, we're

startmg to see the camers ask for
'*.4,5%'/*Fis/941/Ell"'ll//i"/I'll'll//Illilillilli"/illill higher attachment points," while

f . "1 someentitles aretalanghTherreten-
tions to maintain their current pre-
mlum levels, Mr Martin said

The general hability market is still
competitive, he said, though adding,respond quickly with competitive quotes, policy issuance, and loss or condition "We have seen camers reluctant to

surveys Our claims and recovery services are second to none CGU is dedicated offer multiyear proposals as eamly as
they have m the past"

to maintaining strong, long-term relationships with our clients And we have a "I would imagine there have been
a lot of underwntmg losses m the ex-

centuries-long reputation

for keeping promises CGU cess habihty area for public entities
IT'S NOT A PROMISE UNTIL YOU KEEP IT.SM because the pnemg has been so low,"

Mr Martin said "I would say in gen-
eral that accounts that have been rel-

atively free of losses should see limit-
ed pnce mereases, but accounts that

See Market on net page
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Disability and Life

Market
Continued from previous page
have been laden with losses will

probably see some fairly dramatic in-
creases."

"It's hard to believe what some of

these general liability prices have
been on an excess basis for the last

couple years," he said, adding that
could mean excess liability prices
could increase dramatically in the
next few years, prompting pools and
large entities to raise their retention
levels.

"It will never reach what it was in

the mid-'8Os, but it is going to be in-
teresting," Mr. Martin said.

Mr. Middendorf offered a similar

view.

"I don't think we're going to see
anything like we saw in the mid-'8Os
when insurance companies drove

Workers Compensation

When skilled employees are missing from their desks or their stations, you can almost feel produdion

quotas slipping. Deadlines are missed, and quality control goes out to sea. That's no way to run a tight ship.

Introducing Matrix Absence Solutions, a better way to manage employee absence. Just one call can

help lower direct benefits costs and help your company reduce the huge cost of lost productivity due to
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Matrix provides comprehensive solutions to your disability and workers' compensation problems by

integrating consistent, impartial clinical case management of all lost-time claims with industry-leading

insurance coverages.

For more than twenty years, Matrix has helped manage costs and time for companies you know, and

companies like yours. So you save more than lust mor.ey. You gain valuable time.

So call 1 -800-980-1006 ext. 264 today for more :nformation about Matrix Absence

Solutions. You'll be amazed at how much lost time you'll recover.

www. matrixcos.com

An integrated benefits product from the Deum family of companies

Inmaix
Absence Solutions=

Time for a change.

Reliance Standard Life insurance Company I Safety National Casualty Corporation i Matrix Absence Management, Inc.

prices up so high that self-insurance
became the mechanjsm used by pub-
lie entities," he said. "There's plenty
of market capacity out there, so
that's one reason I don't think we're

going to see what happened in the
mid-'8Os."

And the changes in the municipal
insurance market aren't prompting
any major mid-'8Os-like shifts in
buyers' behavior, according to Mr.
Lundegren.

"We're not seeing any major shift
to pooling or self-insurance," he said.
"There obviously are a lot of very
strong pools out there and in some
states they have very strong market
share."

And, he noted, "A lot of the pools
are probably in the same situation as
many of the carriers. They need to
spruce up their balance sheets."

While some see the workers com-

pensation market firming, Mr. Fer-
raro said he sees prices increasing
dramatically in California, though
those price hikes are still limited.

"Here in California we're seeing
dramatic increases in workers comp
because it's primarily a first-dollar
business," he said. But in other

states, where public entities tradi-
tionally take large retentions, prices
are flat.

For all the reports of firmer pric-
ing, higher premiums don't seem to
be a universal phenomenon.

"I haven't seen any significant in-
creases," said Caroline Cogtella, Chi-
cago's risk manager. "And on prop-
erty we pretty much stayed the
same."

Premiums for the city's special
events coverage did increase approx-
imately 5% this year, "but we in-
creased our exposure significantly
this year," Ms. Cogtella said. "We
have a lot of additional activities

planned because of millennium
events and other special events."

And, as the level of public sector
risk management sophistication
grows, so apparently does interest in
some more sophisticated risk trans-
fer options.

Coregis, for example, recently

formed a public entity alternative
risk transfer division, and is report-
ing significant interest in not just
such programs as finite risk or loss
portfolio transfers, but also programs
that would address operational risks,
according to Michael Johnston, a
Coregis alternative risk transfer pro-
duet manager in New York.

"We've had public entities express
interest in what you might describe
as revenue or expense volatility pro-
tection," Mr. Johnston said.

Such programs might include a
county that is heavily reliant on sales
tax trying to protect itself against a
sudden downturn in sales tax rev-

enue or an entity seeking coverage
against cost overruns for snow re-
moval.

"One of the big interests in the en-
tities that we've talked to is budget
stability," he said.

And the FEMA proposal has
prompted "a really significant
amount of response from public enti-
ties who are looking at non-tradi-
tional kinds of ways to manage that
kind of risk," Mr. Johnston said.

Matthew Prendergast, another Co-
regis alternative risk transfer pro-
duet manager at in New York, said
many of the alternative programs
will probably be hybrid structures,
combining elements of self-insured
retention with some kind of finite

risk layer and then perhaps some sort
of liquidity protection product above
that

"Since we've seen the level of so-

phistication grow both by the (pub-
lie) risk manager and the chief finan-
cial officer, they deserve to have ac-
cess to the same kinds of products as
the private sector," Mr. Prendergast
said. [al
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Public risk managers welcome
liability claims data standard

By SALLY ROBERTS

he Public Risk Database

TProject is looking for a few
good public entities and
service providers to adopt
its new liability claims
data standard.

If implemented by public entities,
pools, risk management informa-
tion system vendors and third-par-
ty administrators, the liability stan-
dard will facilitate the submission

of data to the PRDP's much antici-

pated data warehouse, which is set
to begin storing aggregate loss data
next month under its new name,

PRDP Data Exchange.
Public entity risk managers hail

the PRDP's liability claims stan-
dard and data exchange as excellent
tools that will help them anah ze
and benchmark liability claims €x-
perience-including information on
loss cause and frequency and sever-

ity-against similar government €n-
tities.

Such comparative information
has been hard to obtain in the past,
because of differences in the ways
public entities defined and collect-
ed data.

"Once the data exchange is open,
it will be fully functional, but you

can't get reports without data," said
Cathy Spain, executive director of
the PRDP in Columbia, Md.

Therefore, the PRDP is actively
seeking participation from certain
public entities, such as pools in Cal-
ifornia and Texas that have large
quantities of data, Ms. Spain said.
In return for supplying the data, the
PRDP will offer those targeted
groups free subscriptions to the da-
ta exchange through June 2001.

The PRDP also is offering dis-
counts off of subscription prices for
those entities that subscribe to the

data exchange and are willing to
supply data, Ms. Spain said, noting
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The PRDP's Web site, www.prdp.org, outlines the project's goals.

that providing data to the exchange
is voluntary.

Many public entity risk managers
are eager to participate.

"I'm very excited about this pro-

ject," said Elizabeth D. Puddington,
executive director of the New

Hampshire School Board Insurance
Trust in Manchester, N.H.

"From the pool's perspective, this
will be enormously helpful because
...this tool, for the first time, allows
us to share information and identify
trends and anomalies," she said.
"It's been difficult to identify best
practices because there is so little
comparable data to compare one
entity to another."

Tom Phillips, risk manager for
the city of Santa Monica, Calif., said
that being able to collect standard
liability claims information and
perform studies, benchmarking and
analyses will go a long way to fur-
ther enhance the legislative clout of
public entities.

"I think (the standard and data
exchange) has a lot of potential," he
said. "We're very supportive of the
standard, and plan to participate."

Although public entity risk man-
agement support is there, it is the
various service providers that bear
the responsibility of implementing
the standard and creating the soft-
ware to convert data from the Rl\£IS

over to the PRDP's data exchange.
For this all to work, "RMIS ven-

dors have to buy in, and many don't
want to spend their own money to
implement it," said Mary Venturini,
whose company, Venturini Consult-
ing in Newport Beach, Calif., advis-
es public entities about RMIS selec-
tion.

"Everyone is trying to get their
Web project out," she said referring
to RMIS vendors.

Ms. Venturini predicts, however,
that those vendors that hesitate to

implement the PRDP standard will
end up losing public sector market
share as public entity risk managers
seek out vendors that use the stan-
dard.

Indeed, the PRDP's Ms. Spain
said that the success of the data

standard hinges on public entity
risk managers.

"What has to happen is that risk
managers have got to get on the
phone with their vendors and say'I
want this to happen,' " Ms. Spain
said.

Some public sector risk managers
are beginning to do so.

'*Our board has adopted a resolu-
tion to adopt the standard," said
Ms. Puddington of the New Hamp-
shire School Board Insurance Trust.

"We use a TPA that has its own

system," she said, noting that the
TPA has agreed to pursue the stan-
dard and is "quite enthusiastic"
about it.

If that does not occur, however,
Ms. Puddington said that PRDP's
standard will be "one factor to

bring claims in-house or contract
out with another TPA."

Judith Payne, risk manager for
the State of South Dakota and ex-

ecutive director of the South Dako-

ta Public Entity Pool for Liability in
Pierre, said that "when the time is
right for us to renew our contract
with our RMIS vendor, we will

See Data on page 22
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Data
Continued from page 20
require that the vendor be utilizing
the standard."

"I am very excited and very en-
couraged about the project and, as a
risk manager, I think the benefits
are multifold," said Ms. Payne who
chairs the PRDP's database com-
mittee.

Mr. Phillips of the city of Santa
Monica said: "We had to change
RMIS system last year due to Y2K
issues. In our (request for proposal),
we spelled out the PRDP standards
and our new RMIS vendor is very,
very supportive of doing that."

At the same time public entity
risk managers are beginning to de-
mand that their vendors implement
the standard, the PRDP also is in

the process of working with Salt
Lake City-based RMIS vendor En-

vision Technology Solutions LLC.
to implement PRDP's data standard
and to convert data over to the

PRDP's data exchange.
The implementation is part of a

The data standard 'is a

way for us to make our
clients happy and to
attract other clients,'

says Steve Haward.

demonstration project PRDP an-
nounced in May.

The purpose of the project "was
to get one vendor to participate so
there is a system compatible with
our standard," Ms. Spain said. The
hope is that if one RMIS vendor is
offering the standard to customers,

other vendors will follow suit, she
said.

Steve Haward, director of data
services at ETS, said that the ven-
dor became interested in the pro-
ject because "we've got clients
that are interested."

Implementing the data standard
"is a way for us to make our
clients happy and to attract other
clients," he said.

The PRDP and ETS are current-

ly in the process of mapping ETS
data over to the PRDP standard-

a process whereby the PRDP stan-
dard will recognize and accurate-
ly interpret the data from ETS's
system, Mr. Haward explained.
When that is complete, ETS will
then write a "conversion utility"
program that extracts data out of
the RMIS and electronically sends
it over to the PRDP data ex-

change.
"Every vendor that wants to use

RISK JUST GOT FUN!

6 LehBAL
w RISK SYSTEMS

Cool, everything you always wanted online

the PRDP standard needs a util.ty
like that," Mr. Haward said. He
estimates that writing the util.ty
software takes roughly 120 hours.
"The cost to us is paying a pro-
grammer for 120 hours of work.
It's a basic cost," he said.

As part of the project, two ErS
clients that have shown interest in
the PRDP standard will "act as

test clients" to make sure that the

utility software is working prop-
erly, Mr. Haward said.

The demonstration project is
scheduled to run through August.
At that point, the PRDP will then
develop an implementation guide
that will provide guidance to fu-
ture ETS clients interested in im-

plementing the PRDP standard.
The guide also will provide a
blueprint for implementation of
the standards for other vendc rs

systems, said Ms. Venturini, who
is overseeing the demonstration

L

The fun in risk management is you sharing data to reduce your total cost of risk while leveraging your
partners and servicing your organization....all on the Web as part of an easy-to-use e-Business portal.
What is even more fun is that as a qualified risk manager you can register for a free Global Risk Systems
system subscription and start using ready to run e-Forms, application database files and content documents
for policy, safety, claim, underwriting, exposure, FROI and other data.

Global Risk Systems is a new web tool for implementing and optimizing business risk strategies covering both
traditional risk and loss data as well as enterprise risk management data. You can even "post and host" your
existing data or data provided to you by others. Global Risk Systems takes the friction out of sharing data with
TPA's, brokers, law firms, expert witnesses, department managers and others important to your process.

Global Risk Systems extend the reach, scope and vision risk managers can have in implementing risk
management and satisfies the new needs of emerging Chief Risk Officers.

Smart people Smart thinking

440.
MVND

Did we mention for a limited time qualified risk managers can
register for a free one year subscription? Register today!

1-800-587-1440

http://www.globalrisksystems.com

Smarter.

project for PRDP.
In addition to various RMIS

vendors, the PRDP will also work

with individual entities, pools and
third-party-administrators to im-
plement the standard.

The PRDP is still working out
the final details of its subscription
prices, but Ms. Spain said that the
pricing structure will be different
between public entities, pools and
private-sector subscribers. In ad-
dition, prices will vary depending
on which level of access to the

data exchange subscribers choose.
The PRDP is offering four levels
of access and annual subscription
prices will range from about
$3,000 to $18,000, Ms. Spain said.

Although public entities can
subscribe and choose not to sub-
mit their own data to the ex-

change, those that do will have
the ability to access their own
data as well as summary and ag-
gregate information generated
from other public entities. As a re-
sult, those public entities that
contribute will be able to generate
detailed queries and reports
whose results will include com-

parisons to their own individual
claims detail.

Individual claims data will be

kept strictly confidential and will
only be accessible to the entity,
pool or other organization supply-
ing the data, unless permission is
given otherwise. Summary data
related to a data supplier will be
anonymous, though data suppliers
may elect to have their summa-
rized data identified for bench-

marking and other reporting pur-
poses.

The data exchange "puts bench-
marking at one's fingertips," Ms.
Spain said. "It's instantaneous
data."

The PRDP is a 5-year-old non-
profit corporation funded by part
of an out-of-court settlement

reached in 1994 between 20 states'

attorneys general and the insur-
ance industry. The states' attor-
neys general had alleged that the
insurance industry had broken
antitrust laws by collectively rais-
ing premiums in the 1970s and
1980s, making traditional cover-
age and reinsurance cost pro-
hibitive.

PRDP's liability claims data
standard can be downloaded free
from PRDP's Web site at

www.prdp.org. Ell
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10th World Captive and
Alternative Risk Financing
Forum

Co-sponsored by Business Insur-

a,ice, Skandia/SINSER and Tilling-
hast-Towers Perrin, this event ad-

dresses the use of captive insurance
companies and other alternative risk
financing programs.

Sessions during this three-day con-
ference address topics such as new
risk financing alternatives, reinsur-
ance, enterprise risk management,
tax issues, rent-a-captives and case
studies.

The 2000 forum will be held

Nov. 13-15 in Palm Beach Gardens,
Fla. For details on registration or ex-
hibits, please contact:
Tina Gassman, Executive Director

World Captive Forum
4248 Park Glen Road

Minneapolis, Minn. 55416
Phone: 612-928-4659

Fax: 612-929-1318

tgassman@haningtoncompany.com
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Training programs serve multiple goals
By LEE FLETCHER

rokers inaeasingli see

employee training pro-
grams as an excellent
way not only to boost
employee skills and
knowledge, but also to

increase loyalty and satisfaction.
Training programs-both online

and in-person-also are winning
favor with insurers seeking to pro-
mote knowledge of their products
and build relationships with agents
and brokers.

According to Terry Hennen, direc-
tor of training and communications
at Itasca, Ill.-based Arthur J. Gal-

lagher & Co., about 8% of all Gal-
lagher employees have gone
through training at the home of-
fice's Gallagher Training Center.

"We want everyone to, essentially,
be singing off of the same sheet.
There's lots of management training
programs out there, but we have our
own feel for how it should be, and
we have a customized program. We
need our culture to be considered in

what's taught. If everybody was

*

going off in different directions they
might be getting good stuff, but it
may not be exactly what we wanted.
This way, they are all getting the
same thing," Mr. Hennen said.

Mr. Hennen said that all Gallagher
managers and supervisors are re-
quired to partidpate in the compa-
ny's two-phase training program.
Initially, employees spend about five
days at the training center; then, a
year or two later, they return for a
three-day program.

Kim Windrow, senior vp and di-
rector of human resources for Willis

-              4. V

1

7

Jewelry by Van Cleef & Arpels.
Insurance by AXA Nordstern Art.

North America Inc., said that most
of her company's training takes
place through the Willis Institute, a
virtual university launched about a
year ago.

Ms. Windrow said that Willis of-

fers courses that give an orientation
and foundation to individuals who

are new to the insurance business,
courses for those who are in the

middle of their careers and cc,urses

for senior management. Yet another
program offered through Willis fos-
ters employee-to-employee mentor-
ing, she said. 1

As the leading authority in the protection, preservation and insurance of fine art and collectibles,
AXA Nordstern Art Insurance Corporation insures the world's finest collections. And as a member of the
global AXA Group, with nearly $800 billion* in assets under management, we offer the clout of one of

the world's largest financial services companies. The AXA Group includes AXA Financial and its companies:
AXA Advisors, Equitable Life, Alliance Capital and DLJ. For information, please call 1-877-AXA-4-ART.

NEW YORK CHICAGO

Nordstern
ART

DALLAS BEVERLY HILLS

The AXA Nordstem Art Insurance Corporation is solely responsible for its own obligations. *As 0- 04/09
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Recruiting & Training

"We think that's something that
can really help employees who are
new to the business or looking at
possibly making a change within
the business; they can go to a men-
tor who's not their direct manager,"
Ms. Windrow said.

Ms. Windrow said that Willis ex-

pects its employees to expand their
roles within the company. "This not
only makes our recruiting job easier
but our retaining job easier. If they
feel like there are opportunities
being offered to them where they
can grow into other areas and they
don't feel like th«re just stuck in
one job, they're more likely to stay
with the company," she said.

"We feel like the way to really
have a competitive edge is to make
sure that we're developing our peo-
ple to the best of their capabilities,
and that' s one of the reasons for es-

tablishing the institute," Ms.
Windrow said.

John Roskopf, senior managing
director of Aon University in Glen-
view, Ill., said that the Aon Corp.
program tends to focus more on the
informational and behavioral side of

training, rather than on the techni-
cal and production side.

The focus "is on things that will
help them manage better, serve the
client better and promote a more ro-
bust relationship with our clients.
The real payback is in those things
that support the overall corporate
culture," Mr. Roskopf said.

Aon University has been operat-
ing since January 1998. Mr. Roskopf
said classes typically are held during
the workday.

"We're also experimenting with
distance learning, where we can pro-
vide proprietary information to peo-
ple in different offices via the Intery
net, (regarding), for example, a new
product or service which can be set
up," Mr. Roskopf said.

He said that distance learning
seems to work best when teaching
technical skills.

Jeff Barton, a regional marketing
manger with Chubb Corp. in
Cincinnati, said that Chubb annual-

ly revises its training curriculum to
meet the needs of its highest-pro-
ducing independent agents.

"An area which continually comes
up involves continuing education
credits. The reason (independent
agents) come to us is that Ws free of
charge to them, as well as it being a
way to build better relationships,
therefore retaining renewal. Not
only do we hope that we get the re-
turn on investment in business, it

also gives us an opportunity to fa-
miliarize them with our products,"
Mr. Barton said.

SeeTralning on page 22D
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Training
Continued from page 228

"We try to focus these dasses on
areas where we want to grow the
business or new products or new
topics in the industry. So it's not
that they're going to a dass on
something that they've known
about for 20 years. It's a cutting-
edge topic or a new product or new
area of insurance.," Mr. Barton
said.

Debora Sokolski, vp of the prod-
uct management division at Hart-
ford, Conn.-based Travelers Proper-
ty Casualty Corp., said that, for
their highest-performing indepen-

dent agents, most education is out-
sourced, though some Internet and
distance learning is available.

"Travelers has an agency market-
ing division which provides sup-
port for agents. For the more high-
performing independent agents,
Travelers has a program in which
they can acquire education vouch-
ers, Ms. Sokolski said. Those vouch-

ers can be redeemed by Travelers'
agents for training, primarily for
sales and marketing courses.

Mr. Barton said that Chubb has

provided formal classes since May
1999. He said that although it is dif-
ficult to quantify the success of the
training programs, "iCs been appre-
dated and enhanced relationships

between Chubb and our agents."
"You're spending more time to-

gether. My theory is that people do
business with people they like, peo-
ple they know and people they
trust. The way to hit on all three of
those areas is to spend more time
with them," Mr. Barton said.

Mr. Hennen said that Gallagher
has operated a summer internship
program since 1965. He said that of
those program participants who
have been hired by Gallagher since
then, 38% have stayed with the
company.

"Thaes a pretty amazing figure in
today's world, when people are job-
hopping all over," Mr. Hennen
said. -

Industry laboring
to get employees
By SALLY ROBERTS
and RODD ZOLKOS

lthough insurersand intermediaries

have long strug-
gled to draw
young talent into
the insurance in-

dustry, today's tight labor mar-
ket is forcing many companies
to rethink the way they attract

IMPROVE

Make sure they hear about it from you.

If you have clients in the construction, hotel or real estate (commercial and residential)

business, they could double, perhaps triple, their umbrella liability protection for the same or less
money than they're currently spending. So, if you haven't talked to uS about how our Purchasing
Groups can help you deliver this brand of buying power, do it now. Because chances are, your com-
petition already has. We are the foremost developer of Umbrella Liability Purchasing Groups in the
U.S. The sheer size of our buying pools offers you a competitive edge that's hard to come by on a
risk-by-risk basis. Higher limits ($10 million to $200 million). Super pricing. And the security of
carriers rated "A-" or better. So don't let your clients hear the good news from somebody else.
Call Carla Vel today.

D
THE DISTINGUISHED PROGRAMS GROUP

6 E. 43rd St., New York, NY 10017 • 888-355-4626 • email: cvel@distinguished.com

and retain employees.
In some cases, firms are taking

steps they would never have
considered iust a few years ago,
insurance consultants say.

Some companies, for instance,
are finding themselves paying
higher compensation in order to
attract people. Others are offer-
ing a variety of bonuses to new
hires and to current employees
who bring in qualified appli-
cants. And some firms are re-

cruiting individuals straight out
of college and training them for
specific positions.

According to one executive
whose recruiting firm has a
strong insurance industry focus,
the mentality of the insurance
industry in the past tended to be
„ well, we post the jobs, and we
hire the best candidates." But

"it's changed in the past few
years, to where the company can

1 1 ./

0 . :. 1

post the jobs and they may post
them again and again, and they
may not attract candidates," said
Paul Cornell, business unit man-

ager in the financial services di-
vision of The Richmond Group,
a Richmond, Va.-based affiliate

of Management Recruiters Inter-
national Inc. of Cleveland.

As many insurers and interme-
diaries adjust their approaches in
the current job market, many are
turning to a basic human in-
stinct-the desire for money.

"We are seeing upward pres-
sure on entry-level compensa-
tion" with insurance companies,
said Mr. Cornell. Salaries are up
10% to 15% for new college
graduates coming into the in-
dustry, he said. And Mr. Cornell
noted that there is an "incredi-

ble demand" for individuals

with information technology or
actuarial experience.

The tight labor market "has
clearly pushed up compensation
for support staff' at insurance
agencies, said Timothy J. Cun-
ningham, a principal with In-
sight Management Consultants
in Chicago. "If I were looking to
steal someone from somewhere,

one way to do it is to offer
$5,000 to $10,000 more in

salary."
There are some compensation

levels for support staff that
See Jobs on page 22F
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Brokers are under siege.

Commissions have been cut.

Companies buy benefits direct.

Clients see policy changes before you do.

The new economy is here,

threatening your way of doing business.

Don't risk becoming endangered.

Fight back.
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Need a purchasing
group formed?

Fast & accurate setu p
on a fixed quote basis

Don't staff for occasional needs...

OUTSOURCE IT!

• Preparation & submission of your

purchasing group forms

• No obligation, same day Qwik quote

• No project too large or small

Compliance
& Filing Solutions
Call 800-778-8100

We've got your
commercial

accounts covered
(from high rises to main street)

has the experience

and stability your

clients will demand.

Couple this experi-

- 2 ence with superior

3 claims handling, and
ff ff you will realize the

 ff tight control GNY can
keep with your cli-

. ., ents'insurance costs.

You want to *b-'ll.

write business in 8*8

the New York metro %,9.'ll".
area. You know it's Wit./...2

competitive and #

.out of your reach. 1
Where do you turn?  ' f,
To GNY, of course. ."Ptill

GNY's experi- E-21 15SI==513
ence in the real EP 111***Imi
estate, hotel, re-

tail, movie theatre, restau-

rant, food importers

and distributor business,

strip malls and light manu-

facturing make us an ideal

market for these and so many

other risks.

With statutory surplus of

$190 million and an A.M.

Best "A+" rating to boot, GNY

Working with

GNY gives you the

benefit of a company who

knows its business and yours.

It's a difference you'll see,

and a difference you'll

appreciate right away.

Discover why GNY has

so many of your commercial

accounts expertly covered.
Welcome to GNY.

=a
Greate, New York Mutual Insurance Companies

insurance Companies of Greater New York
AStockCompany

200 Madison Ave., New York, NY 10016 212-683-9700 Fax 212-685-0826

Exchange
Continued from previous page
whether the information needs to

be translated into a different for-

nnat.

The system aims to allow insurers
to quickly establish links with cus-

tomers and business partners. In
addition, it allows access to and dis-

tribution of information through
wireless technology.

MaxSol Inc., based in Concord,
Mass., introduced its eInsurePlus

suite of applications, which allows
all partners in an insurance transac-
tion to exchange information from
different databases.

Modules in the system fadlitate
the interchange of information be-

tween agencies and insurers. The
system allows real-time quoting,
rating, submission, binding and is-
suing online queries and -eports;
and customer access to informa-

tion on policies, daims and Jill sta-
tus.

"einsurePlus lets insurane corn-

panies use the Internet to support
sales, customer service and internal

operations," Sam Patterson, general
manager of MaxSol, said in a state-
ment. "The result for our customers

has been more efficient and effec-

tive operations, with increased sales
opportunities and custome. satis-
faction."

TowerStreet, an AMS Services Inc.

subsidiary in Nashua, N.H., has de-
veloped a conversion utility that
translates ACORD forms and AL3

data to the ACORD XML standard.

The utility, available at

www.towerstreet.com, provides a
tool for converting information to
the XML standard for those who

are not interested in "rewriting all
their systems," explained John
Ashenhurst, executive vp at Tower-
Street.

He said TowerStreet believes that

the XML standard is important
"not just to connect insurance

agencies to companies," but to
"connect the whole value chain."

XML has the potential to tie to-
gether insurers, reinsurers, agen-
cies, and managing general agen-
des-"all the different sources of

information that are part of the
whole insurance process," Mr.
Ashenhurst explained. Ell

Agents must adapt to e=conomy
By Philip J. Edmundson

 -7 ew Economy
companies, those
based on

Internet-related

business, are

di._ mming many of
the rules of commerce on their

head.

Based on their stock performance
alone, these firms have been up to
the roof and they have been down
and almost out in the last few years.
While many of the newly minted
wonders of the last couple of years
will not survive for another 10, the

New Economy phenomenon will
impact most every company that
will survive and prosper in the next
decade and beyond.

We all know the fleet-footed

successes of the Internet age, such
as Yahoo! Inc., Amazon.com Inc.,

Akamai Technologies Inc., eBay Inc.
Also consider, though, all of the
other companies that have been
turned on their heads by these
changes.

Look at the world's most

successful manufacturing and
service company, General Electric
Co. Its CEO, Jack Welch. was

recently reported in Fortune to have
abandoned his disdain for a

personal computer and to have
turned his company on its head in
order to make it competitive for the
Internet Age-and all within the
past two years. Every element of
GE's strategic and tactical plans
have changed to be a part of the
New Economy. Five-year plans,
anyone?

What does all this mean for

service providers in the insurance
sector-for insurers, brokers, risk

managers, consultants and others
who manage and finance risk?

Consider first some of the most

important characteristics of
companies in the New Economy:

• Extremely fast rates of growth.
• The outsourcing of many non-

core functions.

• A need for urgently delivered
proactive advice that antidpates the
growth stages ahead.

• The use of the Internet for

communication and information

and the expectation that partners

A/BT Perspec#ive
will do the same.

• Their greatest assets are not just
bricks and mortar but also

intellectual property and brand
name.

• Global growth expectations.
Insurers, brokers and risk

managers need to consider that
prior responses to risk management
issues were mostly made for static
customers and companies. Business
models simply did not change very
quickly. Products and services have
been aimed at market segments:
small accounts, middle-market and

"risk management" accounts. rhe
focus has been on protecting fixed
assets as seen on the balance sheet.

And price of services has been king
rather than scope of coverage and
delivery of service.

Given the immense wealth

creation that is taking place in the
New Economy, risk management
professionals must adapt.

First and foremost, coverage
breadth must be king. Coverage
needs to respond to the threat of
loss of intellectual property and
other intangible assets like patents,
trademarks and brand name.

Only a few insurers, brokers and
risk managers have faced up to the
issues surrounding the protection of
brand and intellectual property.
The power of a brand-whether a
global consumer brand such as
PepsiCo Inc. or Gillette Co., or
within a niche like, well, eBay or
Akamai--can be ruined at real-time

speed by issues outside the control
of the company. These issues must
be analyzed, measured and
managed like any other risk of loss.

Computer hackers from
Califomia to the Philippines
threaten our information assets and

the ability, to deliver them
effectively. Patents and trademarks
are more valuable than ever, and
not just to software and

biotechnology companies.
Coverage needs to be broad and

to be global because the Inteme[
knows no bounds. It must indude

coverage for denial of service,
network disruption by virus, and
other e-commerce risk issues.

Service providers, both insurers and
brokers/consultants, must deliver

service in an urgent fashion and in
antidpation of super fast growth.

The Internet can be used for more

than just e-mail. The Internet
should provide a means to share
information to customers on a 24-

by-7 basis. Services must indude
claims reporting and management,
certificates of insurance online,

summary plan design benefit
statements, and peer group and
milestone information. Service

from brokers, insurers and

consultants for companies that will
succeed in the New Economy must
be delivered to these companies in
the manner that they will demand:
over the Internet and in

antidpation of rocket-like growth.
Lastly, financial security of the

risk-bearing entities is more
important than ever in the New
Economy as the need to bring deals
to actualization must be assured the

utmost security. The leaders in the
insurance industry that respond to
these challenges will ride the wave
of the New Economy. [2/

Philip J. Edniundson is president and

chief executive officer of William Gal-
lagher Assod-
ates Insurance
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The mystery of broker remuneraton
Full disclosure of brokers' contingent commissions

might not be in the best interests of buyers
By V.A. Tommy

 he issue of contingent commissions has been amatter of contention between brokers and risk

managers for the last two years, with insurers
watching rather impassively from the sidelines.
The irksome issue had its origin early in 1998,

when voices of concern were raised from two

prominent risk management associations-the Assn.
of Insurance & Risk Managers in London and the
Risk & Insurance Management Society Inc. in New
York.

While AIRMIC wanted the British government to
ban contingent commissions altogether, RIMS was
more modest: the group asked only that the fees be
disclosed if requested by the policyholder.

It is well known that brokers derive much of their

remuneration-brokerage commissions-out of the
premium paid by clients, though this compensation
flows from the insurer.

What is less known, however is the fact that

though commissions are universal-where business

is placed through a broker-contingent commissions
are negotiated with some insurers in some markets.
While the brokerage commission can be known in
advance and measured with certainty, contingent
commissions-as the name implies-are contingent
upon a variety of factors, such as volume of business
or loss ratio, and generally are based on a whole

book of business, not specific risks.
For these same reasons, contingent commissions

generally are not known in advance and are not
measurable until the relevant underwriting year is
closed. Even then, it is next to impossible to allocate

the portion of contingent commissions that are
attributable to a particular client or risk.

Call for greater transparency

The furor raised over contingent commissions, or
"sweeteners from underwriters" as some critics like

to call them, raises several issues.

Most important of these is the concern that these
arrangements may lead to conflicts of interest: in

primary insurance, brokers are supposed to act for
the policyholder and not for the insurers.

Next is the concern of transparency. Insurance
buyers have the right to know the details of
remuneration their agents earn from underwriters.

There also is a general concern from both insurers
and insurance buyers that in a market dominated by
several large brokers, such practices could raise the
cost of doing business. This concern has, of late,
acquired alarming proportions with the
consolidation among brokers, thereby concentrating
the business supply route to the insurance market in

a few hands. With almost 60% of global insurance
brokered by the largest two, Marsh Inc. and Aon

Corp., these brokers command greater bargaining
power-sometimes menacingly large-over
underwriters.

Some risk managers also voiced concern that
contingent commissions are a practice aimed at
derailing competition, as smaller underwriters will
not have the financial muscle to reward brokers by

means other than standard brokerage commissions.
There have also been mild accusations from some

underwriters that brokers are exerting pressure on
them to sign contingency fee or profit commission

contracts in exchange for access to the business they
control.

The response to these concerns from the brokers,

in general, has been more of compliance rather than
confrontation, mainly because of the code of
practice that requires brokers to tell their clients of
any benefits received while working for them.

Some of the largest brokers, including Marsh and
Aon, have already agreed with the risk manager
associations to disclose to their clients the

contingency fee received when requested.

Paying for added value

In the midst of this whole debate, what is not

appreciated is the quality and quantity of

contribution made by the brokers to the clients,
insurers and the industry as a whole.

An efficient broker, with his expertise and
experience in all facets of insurance, not only
subsidizes a major portion of his client's risk
management costs, but quite often his claim
consultant also provides expertise in claims work

that risk managers and policyholders' lawyers do
not normally have. Thus, the clients save money in

reduced premiums before placement and, post-
insurance, are assured of just settlement of claims.

And there are plenty of benefits flowing to the
insurers. In fact, a good broker reduces the
administrative and marketing overhead of an
insurance company.

Over time, brokers have invested heavily in
technology and manpower that has benefited

underwriters by increasing efficiency. The research
and development investment made by the brokers
has also resulted in the development of new
products that have contributed to the growth of
business for insurers in particular and the industry
in general.

Brokers vs. middlemen

The modus operandi on rewarding the brokers has
not always been a transparent practice in insurance

circles, though everyone knows that there is a
commission involved.

The practice of underwriters allowing brokers a
general commission on a particular book of business,
or additional commissions based on the volume of

business produced is, however, not known to many
of the insurance buyers. A 1998 survey of corporate
insurance buyers by AIRMIC showed that fewer
than 4% understood the nature of the payments
made to brokers by underwriters (BI, April 27,
1998).

It is, however, universally understood that brokers

have contributed to savings in premium for the
clients by their up-to-date knowledge of the markets
and efficient placement of risks. It is also a fact that
underwriters are, more often than not, happy to deal

with brokers rather than directly with clients,
because of professional empathy and fewer points of
contact.

The calls for unshrouding the mystery
surrounding brokers' remuneration must therefore
be originating from the disillusionment with the
(mal)practices some brokers resort to.

While Lloyds' of London is definitely a broker-

regulated market, with its 1988 Code of Practice for
Lloyds' Brokers and the 1994 IBRC Code of Conduct
for disciplining unscrupulous brokers, the same
cannot be claimed as true in many of the world's

leading insurance markets, where "agents" or mere
middlemen are masquerading as brokers.

"Grossing up" the premium paid without the

consent of the client is a malpractice that has been
the subject of a significant number of recent
investigations by the Lloyds' regulatory division,

some of which have resulted in disciplinary
proceedings.

In a situation where a broker is quoted a het

premium by an underwriter, he cannot simply add
what he considers to be the appropriate brokerage

.-*r.i,*@, *bbliE,<4I, **@*Ut4-Al- - **Si; ,' juji.2.,4/·». 1

commission and represent that as gross premium;
any commission charged in addition to the net
premium should be clearly shown as such on any
cover note or debit note.

Even in the mode of claim settlement, a few cases

of abuse have been reported to regulators, where it
is suspected that some brokers have acted
unprofessionally, blatantly disregarding their
fiduciary obligations to the clients.

In "The Sedgwick Story,' James Bishop's history
of Sedgwick Group P.L.C. prior to its 1998

acquisition by Marsh, the author retells an anecdote
highlighting the professionalism practiced by
brokers in the beginning of the 20th century.

At a time when oil business was just being
established and tankers were primitive in
construction and underwriters extremely nervous of
the risks, Harry B. Sedgwick's syndicate at Lloyd's
suffered a severe loss when the Shell Tanker

'Silverslip' caught fire. The ship did not sink, and
there was no loss of life, but a total loss of £100,000

pounds was agreed upon.

Mr. Sedgwick (founder of the brokerage that bore
his name) immediately settled the claim on his

personal account after going to see his banker,
which advanced the sum until underwriters had

settled.

Claim money received from underwriters today,
however, is retained by some brokers for at least a
few days, if not weeks, before it is released to the
client.

A global code of conduct?

Brokers have their roots as intermediaries in a

capitalist system and owe their very existence to the
free market.

Under the circumstances, the calls being made by

some risk managers on lawmakers to ban contingent
commissions can only result in increased

government involvement in commercial insurance
buying, which could hurt risk managers as well as
brokers.

Even the "full disclosure" being demanded by
some customer associations could be harmful to the

industry in the long run. Because there is little buyer
loyalty these days, some of the smaller brokers lose

business if a buyer can save even $5 on a policy from
some other provider.

If contingent commissions were disclosed in such a
business climate, there is a concern that the

policyholder could direct his or her business to a
retail broker who earns less on a deal, even though
the coverage premiums paid by the policyholder is
exactly the same.

The logic of "full disclosure" could also be
extrapolated to the ridiculous levels of clients asking
the insurers to disclose their treaty commissions.

What is required is to evolve a global code of
conduct for brokers worldwide and tighten the
"rules of entry" for a broker so as to eliminate
the unscrupulous middlemen from entering the
field.

It could also be debated if levels of remuneration

to a broker could be made uniform globally so as to
ensure a level playing field for brokers and ensure

100% transparency in how intermediaries are
connpensated. lai
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V.A. Tommy is a manager in
the business development unit
of Oman Insurance Co. in
Dubai. He was formerly a bro-
ker with Sedgwick Forbes Mid-

de East.
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Internet can improve health marketplace: Speaker
By MICHAEL PRINCE he said In addition, there is con- array of health care options, he tor services, allowing patients to On the other hand, cer.am pro-

cern about erosion of the employer said shop among providers, he said cesses should not be concucted by
NEW YORK-The Internet can protections found in the federal In addition, Dr Levir said the In- This is good news for employers, employers via the Interne:, ne not-

pave the way for a better health Employee Retirement Income Se- ternet ian improve the current as it will help improve choice for ed These include nealth care trans-
care marketplace, driving down curity Act, possibly exposing em- health care employees while deploying the actions, such as. paying prcviders
costs and helping to mitigate em- ployers to health care-related lia- - system Per- forces of the free market to drive .

Tnis is really the domain of inter-
ployer liability, one health care ex- bility, Dr Levy said haps most im- down prices The Internet, which mediaries," such as insurers and
ecutive maintains Even without the government ac- can transmit huge volumes of infor- third-party administrators, he said

The health care system should be tion needed to mandate that all mation at almost no cost, is well- The Internet ca, also be used to

revamped and divided into three people purchase catastrophic msur- suited to this task, he said create mass custornzation of health

areas public health, catastrophic ance, employers could still set up Beyond transforming the health plans
coverage and elective care, con- their own catastrophic pools A few care system, the Internet can be "The Internet finally offers an

tends Dr David Levy, chairman large employers banding together portant he 104 used to improve what is currently opportunity for people to under-
and chief executive officer of Per- would have sufficient numbers to said, 15 that - done, he said In particular, he not- stand their chcioes and be treat-
sonal Path Systems Inc in Upper form stable pools, he said the Internet can encourage the cre- ed, the In:ernet can be used to corn- ed as a market of one," he said
Saddle River, N J Personal Path, Health insurers will be poised to ation of a true free market for municate information about health The Internet can give consumers
formerly Franklin Health Group, use the Internet tomarket elective healthcare services In such a mar- plans and plan coverage toemploy- objective information on health
specializes in case management for products, including diabetes care, ket, service providers would com- ees In addition, health plan enroll- care, with emplcyers directir g their
catastrophic care maternity sernces or physical ther- pete witi each other and consumers ment can be easily conducted using employees' access to various Inter-

Public health would include all apy These products could be of- would be able to make Informed the Internet net sites By Increasing choice, the
government-funded health care fered over the Internet, creating a choices The Internet can be used, "Webifying this stuff is a good Internet will also improve patient
services large marketplace with a diverse for instance, to post pr.ces for doc- thing to do," he said satisfaction, he said

Catastrophic coverage, which 15
intended for unforeseen, high-cost
events, would cover all services
above a certain threshold, say 
$5,000, he said

And elective care would enable

people to purchase additional cov-
erage to fit their needs

Making the system work would
require mandating that all people
purchase catastrophic coverage, 4, t

thus creating a large pool and
spreading the risk among healthy

ys"F: '

and sick people, similar to manda-
tory auto insurance for car owners,
said Dr Levy, who made his re-
marks at a conference on the Inter-

net and health care, held in New f

York last month and sponsored by
the New York Business Group on
Health

"The healthy people fund the sys- 4
tem for the sick," he said

After purchasing mandatory
catastrophic coverage, individuals
would be free to decide whether to r»
purchase additional health care
coverage to suit their needs Such
coverage would be used for elective
health care services or those that

7 »,f».:,

are anticipated, such as treatments
for chronic illnesses, Dr Levy said

The Internet, he explamed, would
provide a marketplace for these
services, with various elective ser-

vices packaged together and sold to
individuals

The separation of catastrophic
coverage from coverage of elective
care, however, is crucial to the pro- r

posed health care system's success,
Dr Levy said

Without such a separation, Inch-
viduals typically would purchase a
single package-offenng both
catastrophic and elective cover-
age-based on their immediate an- t

ticipated needs, he said
Shopping around for coverage

among the many choice offered on- 4line would likely lead to high
turnover among policyholders, r

l

harming the stability of pools for
,

catastrophic coverage, he said
For the Internet to improve the

current system, it's crucial "to sep-
arate benefits shopping and choice
from insurance," Dr Levy stressed 1. 25'7'

Separating catastrophic from
elective care also would benefit em-

.

ployers, he said, as it would largely
allow employers to extricate them-
selves from the health care system, L 0
instead limiting their role to help- V

ing finance their employees' cover-
age purchases

Removing themselves from the
increasingly costly and complex
health care system has become a 10»3111.priority for many employers, he
said Given employees' growing

1 1 ' %2=Y 3 3
'3.3, V

discontent with the restrictions of

managed care, as well as double-
digit cost increases for employers PMA', the PMA logo and PMA Onee are registered trademarks of Pennsilvaita MEnulacturers' Association Insurance Company PMA and The PMA Insurance Group
and a growing push for patient- are used to signify Pennsylvania Manufacturers' Association lisurance Company and its affillated entities authonzed to provide insurance and related services
rights laws, many employers would
be happy to let their employees
navigate the system on their own,
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Better, faster, lower cost: online benefits enrollment
By MICHAEL PRINCE

NEW YORK-Soon, using paper
forms to enroll employees into
health plans may seem as quaint as
driving to work in a horse and bug-
gy.

The Internet can make the delivery
of benefits "better, faster and cheap-
er," said Jim McAloon, a consultant
with Hewitt Associates in Bridgewa-
ter, N.J.

By creating links to health-infor-
mation Web sites, employers will en-
able employees to make better-in-
formed health plan decisions.

It's faster because an individual

can sit down in front of a computer
and complete the enrollment process
in less than 15 minutes. And it saves

money that would otherwise be
spent on printing and distributing

PMA Claims Service Manager

MARITA TORTORELLI

written materials.

"The Internet is clearly the most
cost-effective way to deliver health
care administration," Mr. McAloon
said at a conference on the Internet

and health care that was sponsored
by the New York Business Group on
Health last month.

Using the Internet offers addition-
al advantages, Mr. McAloon said.
The Internet allows for the delivery
of information specifically to those
who need it. And it permits an em-
ployee to do such things as compare
a variety of healsh plans and use on-
screen worksheets to calculate the

amount of money to put into a Elexi-
ble spending account.

Furthermore, the Internet lets the
employee to do all that without leav-
ing his or her desk, Mr. McAloon
said.

The desire to gain these advan-
tages is what drove Merrill Lynch &
Co. Inc. to switch from a paper and
telephonic enrollment system to a

Web-based

. system, said

 John Brence,

vp-corporate 7640
benefits with -

Merrill Lynch in New York. He said
that the new method has greatly im-
proved an enrollment process that,
for Merrill Lynch, with its 800 U.S.
locations, had been a logistical
nightmare.

"That was the driving force be-
hind moving to an online enrollment

Client

DEBORAH Heart and Lung Center

To DEBORAH Heart and Lung Center, Marita is two people. Deftly

managing both sides of PMA One' Integrated Disability coverage.

Mai-ita's everywhere at once. Expediting clainis that two sepal-ate

workers' comp and disability cari-iers might ai-gue over. paying

benefits before disabled employees start to wonder. Mouing pro-

actively to ensure a fast, safe return to work. One Marita does it

al[, detivering a level of service that sets PMA people -- and all of

our products -apai-t. To a hospital that cares about its employees

as much as its patients, trusting its clainis to one pair of hands

is a huge benefit. Sound like double duty? No. just a reflection

of the kind of relationship PMA clients have come to count on.

It's that kind of relationship.

For more information. visit out- website, www.pillagroup.com

strategy," Mr. Brence said.
Underlying the change were the

goals of creating a paperless enroll-
ment environment and having em-
ployees do more of the work. At
Merrill Lynch, this is possible be-
cause 90% of all employees have ac-
cess to a computer at work and 95%
have a corporate e-mail account.

In 1998, the company started its
transition to the Web by putting em-
ployees' compensation and benefits
portfolios on its intranet. The follow-
ing year, Merrill Lynch added Web
enrollment for its deferred compen-
sation program, in which about 10%
of its employees participate. Later
that year, the company moved its
employee stock purchase plan, its
long-term disability and its health
insurance enrollment onto the Web.

Using the new technology has cut

•'6 THE PMA
INSURANCE

GROUP

the enrollment time from 42 days in
1998 to 20 days in 1999. In addition,
68% of employees have logged onto
the company intranet for health care
information. Of the company's
52,000 U.S.-based employees, 53%
made changes in their plan, com-
pared with 37% the prior year. The
remainder of the employees were au-
tomatically re-enrolled in their ex-
isting plans, he explained.

Mr. Brence outlined several keys
to a company's success with online
enrollment.

First, it's important to get the sup-
port of upper management, he said.
Switching to a Web-based benefits
enrollment system requires many
changes in a corporate culture.
These are best accomplished with a
strong commitment from upper
management, Mr. Brence said.

Next, he said, the site should be

simple. A well-designed Web page
allows users to navigate the site with
ease and properly input required in-
formation.

Some ways to simplify a Web site
include keeping the amount of text
to a minimum, using a lot of blank
space on the screen to avoid a clut-
tered look and limiting the number
of options. That way, a user's atten-
tion is focused on what's important,
Mr. Brence said.

Perhaps more important than how
each screen looks is how well all the

screens work together, Mr. Brence
said. "Navigation and the way you
structure your online enrollment ap-

'The Internet is clearly the
most cost-effective way
to deliver health care

administration,' says
Hewitt's Jim McAloon.

proach is the most important ele-
ment," he said.

One way to ensure this is to let
strategy drive navigation, Mr.
Brence said. For example, when
Merrill Lynch wanted to create a
database of dependents, it required
visitors to its site to enter the rele-

vant information on the second page,
guaranteeing that the necessary in-
formation was gathered for every
employee who used the system. Even
such simple items as on-screen navi-
gation buttons help make the site
easier to use, especially for those em-
ployees who are less Web-sawy, he
said.

And the site is designed so that a
user can quickly enter, indicate that
he or she will make no changes in
coverage and sign out, Mr. Brence
said.

Yet another key to easy navigation
is a summary page, a kind of naviga-
tion hub. From this page, employees
can venture out and learn rnore

about the various options for health,
life and dental insurance and then

return to the surnmary page and
continue with the enrollment pro-
cess.

Once a site is constructed, it is es-
sential to test it before opening it to
all employees, Mr. Brence said. This
can identify problems with the site
and allow them to be fixed before it's

widely used.
Mr. Brence advised that employers

assist those with poor Web skiLls. His
company provides both online aids
and printed instructions about how
to navigate the site.

The final key to success cited by
Mr. Brence is monitoring the site.
That way, he said, an employer can
learn both the extent to which a Web

page is being visited and the uses to
which it is being put. lei
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Movies
Continued from page 1
and several others in New York, char-

ging that they fraudulently concealed
facts ina placement covering a $100
million Chase loan facility for a Hol-
lywood pmducer.

Chase has responded by suing AXA
for breach of contract and for alleged-
ly inducing other insurers-including
American International Group Inc.'s
New Hampshire Insurance Co.-to
deny coverage.

AXA, meanwhile, has separately
leveled conspiracy and fraud charges
in a suit against Heath Group P.L.C.
over a little-noticed film called "A

Texas Funeral." And, in California„
Santa Clara-based Silicon Valley
Bank last month filed suit against
New Hampshire for repayment under
yet another gap financing pohcy.

The legal battles may only be begin-
ning: Chase is a lender in roughly 40

insurance-backed gap financing
deals, and AXA is participating in
policies covering more than 100 films
that have not yet reached the dates on
which lenders may r€port 2laims, say
sources familiar with the lisigation

In all, the insurance industry is
looking at losses totaling 51.4 binion
to $1.5 bilor. under gap financing
policies, one entertainment industry
insurance expert calculatzE

An AXA spokeswoman said the in-
surer's own exposure totals "less than
$600 million."

"It's a big mess, and it's going to get
bigger," a source familiar with the lit-
igation predicted.

Gap financing is a tool movie pro-
ducers had used on a relatively small
scale for many years before the prac-
tice exploded in the 199Cs, observed
Lorey Hoffman, managing director of
Aon Sorp.'s credit enhancament prac-
tice group in Chicagc.

Before 199£, bank movie produc-
tion loans were often fullv collateral-

ized by pre-sales of films to distzibu-
tom in the United States and or·erseas.

In some cases, banks financed small

'The guy who's running
the business should

have some (stake) in

the game,' says Lorey
Hoffman.

gaps between a movie's budget and its
pre-sales-for example, 2C% of a $5
million picture»but normally for
producers with whom they had exist-
ing relationships, Mr. HoEfman said.

During the last decade, thcugh,
many distributors cut back on pre-
buying film righ-s, and gaps bal-
looned,to as much as 80% or more on

large budget pictures that might not
even have a U.S. distributor, he ex-

plained.

With banks facing loan requests on
films with little or no collateral, insur-
ers stepped into the breach with "con-
tingent extra expense" or "cash ilow"
policies to secure the deals.

Under these policies, insurers ag-
reed to repay bank loans in a produc-
er's place if a movie failed to earn
back its budget within a defined peri-
od after its completion.

These deals were rife with big risks
for insurers, Mr. Hoffman observed.
For one thing: U.S. studios buy only a
fraction of the 200 or 300 films made

each year, and producers who can't
sign up a U.S. distributor have a much
tougher time selling a picture to for-
eign buyers, lengthening the odds the
picture will break even, he said.

In at least one large insurance-
backed financing, he added, produc-
ers had none of their own money at
risk in their Ems.

"The guy who's running the busi-
ness should have some (stake) in the

'if iiI
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game," he noted.
By early 1999, insurers that were

briefly the life of the Hollywood fi-
nancing party began waking up to
their exposure, and several pulled out
of the business, including AIG and
AXA, which fired the Paris-based un-
derwriter handling its business, court
papers say.

Among these, AXA has possibly the
largest exposure, having written gap
financing risks as a direct insurer, as a
reinsurer of other participants and
through fronting companies. Accord-
ing to court filings, deals in which
AXA has participated include:

• $200 million in financing for Vil-
lage Roadshow Ltd., an Australian
producer and distributor of such films
as "The Matrix" and "Analyze This."

• Start-up financing for Destina-
tion Pllm Funding Corp., which com-
pleted a $100 million private place-
ment of debentures through AXA
subsidiary Donaldson Lufkin & Jen-
rette Securities Corp. AXA and sever-
al other insurers wrote a $118 million
policy insuring principal and interest
payments on the bonds. Destination,
whose principals invested none of
their own money in the company, has
since released a handful of pictures,
including "Bats, " "Eye of the Behold-
er" and "Drowning Mona."

• A portfolio of more than $100
million in production loans by Impe-
rial Bank of Los Angeles.

• Production financing involving
Flashpoint, a United Kingdom film fi-
nance company whose projects are
expected to produce claims totaling
$56 million to $90 million, according
to Chase court filings.

Aggressive in its pursuit of film fi-
nance risks, AXA is now the most ag-
gressive of the participating insurers
in fighting the resulting claims in UK.
and US. courts.

Seven lawsuits are now pending in
the U.K, most involving losses from
four Chase-financed films: "The Mir-

ror Has Two Faces" and "The People
vs. Larry Flynt," produced by Los An-
geles-based Phoenix Pictures Inc.;
and "The Phantom" and "Beautician

and the Beast," produced by Para-
mount Pictures Corp.

According to AXA court filings,
Chase has filed claims amounting to
$21.9 million for "Minor", $16.6 mil-

lion for "Larry Flynt"; $8.8 million for
"Phantom"; and $7.7 million for
"Beautician."

Some insurers have paid claims on
these films: X.L. Insurance Ltd. set-

tled its participation on the Phoenix
pictures and is believed to have paid
more than $15 nlillion, according to
sources familiar with the deal. An

X.L. spokesman could not be reached.
Eight insurers, though, including

AXA Colonia Vet'sicherung AG; filed
the first UK complaint, suing to re-
scind coverage on the two Phoenix
films and charging that they were
misled by Chase and Heath brokers
about the risk. Chase itself has filed

four lawsuits seeking recovery on
each of the films (BI, Jan. 10)

In March, Chase filed a new action
in a New York state court against
AXA Reinsurance UK P.L.C. and six

other insurers to collect a $4.5 million
claim related to "A Texas Funeral,"
part of a $175 million, multi-picture
financing for London-based producer
J&M Entertainment Ltd.

Participants in the "Texas Funeral"
loss are AXA with 33.6%; Royal &
SunAlliance Insurance P.L.C. with

25.2%; AIG's New Hampshire with
21%; HIH Casualty & General Insur-
ance Ltd. with 8.4%; General Star In-
temational Indemnity Ltd. with 6.3%;
Odyssey Re (London) Ltd. with 3.1%;
and Great Lakes Reinsurance (UK)
P.L.C. with 2.4%

In this case, AXA has not only de-
nied liability but is leveling expansive
fraud charges in complaints against
Chase, Heath, J&M and London-
based ICE Media Ltd., a consultant on
the deal.

SeeMoviesonpage 30
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Global economy.

Unsecured capacity.

Untested resources.

Information overload.

Too little time.

Too many choices.

Time to streamline.

Time for Zurich U.S.

e
ZURICH

Property · Casualty · Liability
Marine • D&O · Environmental Liability

Accident & Health · Integrated Solutions

www.zurichus.com · 1-800-382-2150

Policies underwrimn by member companies of Zurich U S.
% including Zurich American Insurance Company.

Coverages may not he available in a[[states.
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Movies Sea,1 "U-Turn" anc "Aplt Pupil"- If AXA had known of tne allegedly ing to more than 80% of the insurec up to a $35 million participatiC)n
and Paramount for a s_ate of fo.11 concealec facts, i would n(}t have limits, AXA says Chase and Litto reduced the diedit

films "Phantom," "Beautician," "In backed J&M's finincing the insurer As it did in the London actions line to $89 million in 1999, with AXA
Contmued Dom page 28 and Out" and ' The Ti urnan Show " argues Heath flatly denies the inhurer's continuing to participate, court pa-

AXA alleges th.it it was duped into Bv the time shey aTprc ached AXA charges Ihere is no truth to the mat- pei'% say
insul ing the J&M financinq in an on- m 19 -18 to lom a $175 nullion line shp ter," said Ranch Weston, a director of AXA also agreed in 1997 to insule
going conspii acy among Health, ICE covering eight J&M Enteitainment 'It's very unprofessional, Heath In•,urance & Reinsurance Man- 100% of a $6 million woiking capital
Media and Chase that extended as lai films, Chase, Heath and ICE Media agement m London Insurers have "no locan to Litto, which was increased in
back as 1992 and involved deals in- were concealing a vanety of tacis, very unbusinesslike giounds" for trying lo void the J&M. 1998 to $7 5 milhon
surin moie than a dozen films bv AXA charges They meluded that and completely coverage, he faid In its complaint, AXA chalgef that
ser ei al pi oduceI 4 • The Berlir er Bank progi am gen- Graham Bradstieet, a principal 0- StiI ling Cooke falsely i oported that

According to AXA's complaint, erated claims and that lar ge losses outrageous behavior,' ICE Med 14 declined to comment Litto had already developed five
Heath in 1992 placed an insurance were expected on tte Phoenix and says George Litto. AXA Reassurance S A meanwhile, "gidde A ' scripts and that the in•.ur-
program with Lloyd s of London un- Parainount progl.ims opened a new front in the wai las- ers' actual I isk amounted roughly to
deiwi iters backing film pi oduction • Lloyd'% underwiitteis withdrew month, charging it was duped in an- the premium they received The bro-
loans made by Beiliner Bank A G By from tho Phoenix placement over al- other ded coverrg a $100 million, kei also concealed its knowledge that
1996 fourofthefilms hadgener:ted legecnon-disclosures bl Heath, and Chase, Heath and ICE Media also [lve-picture loan program for Beverly pr epious gap f'inancing deals mvclv-
claimf i anging hom $87628 to $1 CNA FInancia_ Corp witidiewoutof spec_fically misled AXA in T'drlous Hills, Caht -based George Litic, Pic- ing Chase would soon produce huge
million, but Heath did not notify in- conceins abobt the program'% struc- ways asout J&M: "Texas Funeral, tures Inc losses, the complaint faid
surers and in one case paid the claim ture Heath told AXA thal Lloyd's among other things by grossly inflat- The complaint, amending an origi- AXAalso contends that its own un-

itself "to avoid legal action and jacl withdrew because tte progzam was ing tne film'sprolected revenies and nal sul filed last yearin a Now York derwnter exceeded his authonty in
press, according to the suit too rnuch like a tinancial guaran-y, understating its lossef, AXA says state court, names Chase, broker Stil- dgieeing to the terms 01 the Litto Pie-

Hedth went on to place pi ogram, u hich Lloyd's could not write, and Aling with Chase's 54 5 million ling Cooke Brown and Litto Pictuies ture deal and that Chase and Stirling
covei ing Chase loans to Phoenix Pie- that CNA withdrew becaise (,f an To- clami for 'Texas Fineral " additional In the 1996 transaction, AXA Cooke knew ho was exceeding his du-
tures Joi a slate ol five films-"Mii - litical fight between -he London and losses tabe been reported or pi,lected agreed to insure parts of three layers thimty
i or," 'Larry F]vnt," "Swept from the Chicago offices, AXA contends for Sever dl othei J&Mfilms amount- ofthe $100 million piogzam, adding Chase blated these claims ina fil-

ing last month, noting that AXA's
film underwriter worked under the

supervision of several senior AXA 01-
ficials and that AXA Re's chief undei -

wi itel peifc,nally appi oved a ten told
increase m the lilm underwritei'% au-

. ome reaons why McLarens Toplis is relied on thonty in 1996 to a maximum $20
-***7

million line per picture irom $2 mil-by insurers around the world for fair and
lion

I -

Litto program, the bank points out
4.t and optimum results...

impartial claims management - No claim has been made linder the

Litto Pictures drew down only $21
il million ot the credit line before AXA s

lawsuit terminated the progiam The
film financed by the drawdown-

,2.

T ' The Ciew," stamng Burt Reynold%.ty.

EXPERTISE and Richaid Dreyfus-won't be re-
lea,,ed until August

1 AXA has not only br cached 115 con-1
tract, Chase charges w 118 Countel -f«f claim but has also induced othei in-

INTEGRITY suiers to renege
:5, 5 - For example, AXA has encouraged

othei participants on the Litto deal to
4, -k't drnk liability, and one-General Star

International-has cited AXA's char-
i

EFFICIENCY ges In reserving its rlght% to deny cov-
erage, Chd,e alleges

4 AXA has likewise Induced AIG's

New Hampshire unit to deny cover-
age under a policy uivenng another
money-losing film, "Looking foi an

RELIABILITY Echo AXA 1 ensures nearly 50% of
New Hamp5hize's risk on the pc,licv,
accoIdlng in Chase, the bank hled suit
against Now Hampshire in New York
state court in March to recover on a
$4 2 million dalmXPERIENCE "AXA Reabsurance had evidently
overextended itself m this class ot

business and 15 seeking to reduce its

D 1 _ CLIENT FOCUS
exposure by impioper means, ' Chase
contends "This action is part oi that
Atrategy "

Stirling Cook also denies AXA's
chages "We do not hee an> ba for
(the allegations), and we will defendGLOBAL REACH them vigorouSly," said James L.Aw-
less, the biokei 's geneial counsel

Mi Litto, d longtime Hollvwood-

pioducer and head of Litto Pictuies,
wa% blunt in 1-11% reaction to AXA'h ac

lions 'It'% ven' unprotessional vel v
unbusines•,like and conipletely outi.1-4,LARE14 TOPLISr C geous behaviot ' he said 'I can'l
m.ike fouT mole pictures under that
deal becau',e that jinancing is no
longer available

MI Litto Aaid he has begun dI bitr a-
North America, Inc tic,n proceedings-which AXA 15 con-

testing-and is seeking %225 million

THE COMPREHENSIVE SOURCE FOR GLOBAL CLAIMS MANAGEMENT
in damages foi the Collapse of }11% pro-
gram

The fighting over mitilance-backed
gap linancing deals is faI from ovel

To find out how we can help your company. call McLarens Toplis today. A more films coveied by AXA and
other insuieis are i eleased and hit

Frank W Strenk Alex M Gargolinski FcLARENS TOPLIS NORTH AMERICA, INC their claims yeporting dates, Inure
losses are likely to emergeMcLarens Toplis, Chicago McLarens Toplis, Loncon INTERNATIONAL LOSS ADJUSTERS AND SURVEYORS

Tel 3126481300 or 800621 7059 Tel (0)1714220101 "We are in very, very eaily dap % on
Fax 3124541588 FFax (0) 7024220150

350 OFFICES IN 75 COUNTRIES possible litigation,' said dn insul,ince
industry Aource famillai with the pI o-Email fstrenk@mtnai .om Email alex gargolinski@-nclarens com www mclarenstophs com glams "Unless something is resolved
shortly which it w111 not be, it will get
biggoi and bigger "

"The way things die? golng," said
another source familiai with the lili-

gabon, it'% hard to be optimistic
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 LL THE TALENT IN THE WORLDwon't protect you from a design

flaw that can destroy lives, repu-

tations, and companies, and take your

company down with it. Designers of

projects from buildings to highways are

extremely vulnerable. And for those
who are still inadequately protected,

there's a lesson: you can't account

for human error. But you can account

for the financial damage it can do to

your firm. Especially if you're protected

by Lexington's new Project Pro 72£:M

We understand what others don't.

At Lexington Insurance Company, many

of our people have been trained in the

design field.Which makes them especially

qualified to assess the exposures inherent

in any type of design work and to help
tailor your coverage to address a project's

specific exposures.

a renowned

architect with

twenty-live

years' experience.

Explain how,

one day, an error

in his design
could destroy

many lives.

We write design

policies based on an

often overlooked fact.

He's a human being.

We can cover what others won't.

Our understanding is reflected in all of

our products, and most recently in Project

Pro Tec, a project-specific professional

liability policy that includes a package of

integrated risk management services,
from contract review and seminars to

pre-claim assistance. Learn how to start

protecting your firm. Call the company
that counts n of the nation's top 20

design firms as clients, at 61I7-330-8555.

LEXINGTON INSURANCE COMPANY PIONEERS IN REVOLUTIONARY PROTECTION



WHEATON, Ill.-Insured con-
tractors have a new commercial lia-

bility endorsement that will reim-
burse them or pay to compensate
others for property damage no mat-
ter who is liable for the damage.

Under the new Voluntary Proper-
ty Damage Coverage option devel-
oped by the American Assn. of In-
surance Services for its AAIS Arti-

sans Program, coverage is extended
for damage to property of those in
the polieyholder's care, custody and
control. The endorsement also cov-

ers claims related to damage to oth-
ers' property arising from the poli-
cyholder's work.

The Artisans Program is a pro-
gram of forms and manuals used to
provide coverage for contractors
such as carpenters, electricians and
plumbers.
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AAIS expands contractor liability coverage
Products & Services

A distinction between the en-

dorsement and standard liability
coverages is that the endorsement
applies no matter who is legally re-
sponsible for the damage.

The insurer can designate the
amount of voluntary damage cover-
age by entering both per occurrence
and aggregate limits on a schedule
that accompanies the endorsement.

Other endorsements for the arti-

sans program are:

• Liability coverage for employ-
ment-related practices.

• An extended period for report-
ing employment practices liability
claims.

• Inland marine coverage for con-

tractors' equipment and tools and
coverag.=for materials, supplies, fix-
tures and equipment intended to be-
come a permanent part of a struc-
ture

For more information, contact
Bob Schnoll, AAIS marketing man-
ager, at 800-564-2247, or visit
www.aais,nline.com.

Windstorm option
ATLANTA-Essex Insurance Co.

is offering property owners a way to
cover deductibles imposed by insur-
ers on primary windstorm policies.

Instead of offering a deductible
buy-back policy, Essex allows prop-
erty owners to buy, at a much lower
cost, an option to purchase the poli-
cy. The contract is triggered by cer-
tain weather conditions, at which

iTMTilh Emmil 206 ·tift€fllh (1IC(9 E[imilitgilin'tnoi<in)143& 21.itnltrnfteii]It aiEZIGIa)5£2 diawkita

time it allows the property owner to
purchase the buy-back policy.

Under the WindCall program. the
price ef the buy-back policy is based
on when the option is exercised. For
example, a property owner exercis-

ing an option during a trogical
storm watch will pay a lower premi-
um than if the option is exercised
during a hurricane warning.

The program developed by Orion
Consultants Inc. in St. Petersburg,
Fla. is marketed by Swett & Craw-
ford Group's Atlanta office. More
information is available from

Priscilla Brott at Swett & Crawford,
404-240-5200.

Data tracking software

Outsourced

0ASYS Systems, Inc.
Administrativ

CHICAGO-Risk managers who
need help generating reports and

&3£jEEEaBDIib

tracking certificates of insurance
have available a couple of new
products.

Risk management departments
without an in-house computer net-
work or database administrators
now have access to those services

through Envision Technology Solu-
tions.

Envision has introduced an appli-
cation service provider that gives
risk managers "real-time reporting
and access to information" even if

zheir departments have no comput-
erized reporting system, Scott
Harper, executive vp of Chicago-
based Envision, said in a statement
announcing the offering.

Envision allows risk managers to
connect to the application any time
of day and the company handles all
database administration and main-

tenance. The company says upfront
costs are lower because service fees

are charged rather than licensing
fees paid to vendors that supply in-
house systems.

Risk managers who don't have the
manpower to track certificates of
insurance can simplify the task with
a new product from Certificate
Management Solutions.

The Chicago-based company's
CMS Application Service Provider
Solution is designed for companies
that don't have the personnel to
track the certificates or the volume

of certificates to justify the cost of
outsourcing the function.

A CMS client can use the software

that ties into the CMS server to help
alleviate the time-consuming task of
monitoring certificates from multi-
ple insurers with various policy
numbers, expiration dates, endorse-
ments and other details.

Envision also offers a product for
third-party administrators.

RiskEnvision/Claims converts

historical data into an electronic

format and has the ability to deliver
the information to insurers, can-

celed clients or regulatory bodies in
required formats. It also handles
claims processing and other func-
tions and has the ability to conduct
real-time reporting.

For more information on the

products offered by Envision and
Certificate Management Solutions,
contact Michelle Bentley, marketing
manager at Envision, at 801-568-
1818; michelleb@envision/ts.com.

Computer coverage

IRVINE, Calif.-New insurance

coverage is available to protect em-
ployers from losses caused by com-
puter hackers, data thieves, com-
puter glitches that destroy informa-
tion and other e-commerce prob-
lerns.

Sherwood Insurance Services, a
wholesale broker in Irvine, Calif., is
offering e-Sher, coverage that pro-
vides first- and third-party coverage
for nearly any business with a com-
puter network. Limits of $10 million
written by Columbia Casualty In-
surance Co. are available for both

fir·st-party and third-party risks.
The e-Sher product provides cov-

erage for first-party losses that in-
clude corruption of network soft-
ware, deletion or alteration of em-

ployee or financial records, hacker-
initiated denial of service attacks on

Web or e-mail servers and the shut-

down of e-commerce operations.
Third-party losses that are cov-

ered include theft of confidential

data, the malicious introduction of a
virus that is downloaded by cus-
tomers, infringement of trademark
or copyright and others.

More information on e-Sher is

available from Phil Pierson, Sher-

wood's vp of technology products, at
949-477-6646. in]



Global Briefs

Munich Reinsurance Co. expects its
profits to grow by about 10% in 2000
and its revenues to increase by 4%, the
reinsurer announced Tuesday. Mean-
while, Munich Re and Allianz A.G.
Holding will reduce their cross-share-
holdings to about 20% from the current
25%, Munich Re said. Munich Re will

also sell its minority holdings in Bay-
erische Versicherungsbank and Frank-
furter Versicherung to Allianz. . . .Oslo,
Norway-based Assuranceforeningen
Skuld, the protection and indemnity in-
surer for the Norwegian ferry Sleipner,
which sank in bad weather last Novem-

ber, will pay a total of 30 million Nor-
wegian kroner ($3.4 million) plus inter-
est in a settlement with survivors and

families of the 16 individuals who died

in the accident. . . .The U.K. High Court
has referred to the European Court of
Justice the challenge by the Trades
Union Congress to the government's
policy on parental leave (BI, May 29).
Attorney Cherie Booth, the wife of U.K.
Prime Minister Tony Blair, had argued
on behalf of the TUC that the govern-
ment's decision to limit European
Union parental leave rights to parents
with children born after December

1999 was unlawful. . . .Nationwide Mu-

tual Insurance Co. has completed its ac-
quisition of Gartmore Investment Man-
agement P.L.C., one of the United
Kingdom's largest pension fund man-
agers. Gartmore, formerly a unit of the
Royal Bank of Scotland Group P.L.C.,
also operates in Germany, Japan and
the United States.... London-based

Groupama Insurances, the U.K. sub-
sidiary of French mutual Groupama, is
forming a Lloyd's syndicate. Broadgate
Underwriting will underwrite the
group's international and treaty busi-
ness. A new branch of Groupama's
reinsurance subsidiary, Sorema, will be
opened in London to develop the
group's London market business....
The French government has granted
450 million euros ($422.0 million) to
state-owned reinsurer Caisse Centrale

de Reassurance to enable it to pay out
catastrophe claims stemming from last
year's European windstorms. This is the
first time that the CCR has been forced

to ask the government for extra funds
since catastrophe insurance legislation
was passed in 1982 to ensure that CCR
had adequate equity and reserves....
Netherlands-based ING Groep N.V. has

i reorganized all of its reinsurance oper-
ations under a single management
structure. ING Re brings together the
group's existing reinsurance operations
in Bermuda, Ireland, Japan, the
Netherlands and the United States. . .

Two French naval officers and a senior

government official who were on duty
in Brest, France, on the December 1999
weekend that the oil tanker Erika broke

up and sank have been charged with
' 'willful failure" to take action to pre-
vent the tragedy. The magistrate in
charge of the investigation into the Eri-
ka disaster said he was seeking to es-
tablish why action was not taken soon-
er after the ship's master sent out a dis-
tress call. . . .Chubb Executive Risk has

won a bid to provide D&0 insurance to
the 50,000 members of the London-
based Institute of Directors. Chubb cre-

ated a new product for the IOD that in-
cludes a £1 million ($1.5 million) liabil-
ity limit and defense cost coverage for
allegations of fraud, dishonesty and in-
tentional breach of law anywhere in the
European Union. . . Lloyd's-based in-
surance group Amlin P.L.C. has re-
named its online credit business. The

business, formerly known as Harvey
Bowring Credit Underwriting, has been
renamed Amlin Credit. Chris Ventiroso

has been appointed managing director
of the group, and John Mumford, for-
merly divisional underwriter, has been
named chairman.
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Tainted seed uproar yields
new questions on liability

By CAROLYN ALDRED

Hundreds of European farmers face
destroying thousands of acres of crops
or being unable to sell their harvest
following the contamination of oilseed
rape by genetically modified Canadi-
an seeds, and it is unclear who will

pay the insurance claims that are sure
to result from the unusual situation.

The presence of Monsanto geneti-
cally modified rape in already-sown
rape fields in the United Kingdom,
Sweden, France and Germany could
result in lengthy and complex litiga-
tion as the farmers seek compensa-
tion.

On May 17, Dutch-based seed sup-
plier Advanta B.V. announced that
some batches of its non-genetically-
modified spring varieties of oilseed

Australian
reforms

proposed
By KATE TILLEY

rape, which were imported from
Canada, had tested positive for a very
low-level presence--less than 1%-f
Monsanto RT73 genetically modified
rape. Rape, also known as canola, pro-
duces a cooking oil; its leaves are used
as cattle todder.

The contamination was discovered

by German authorities, but most of
the batches were sold to British and

Swedishfarmers, according to an Ad-
vanta spokesman.

The incident is generating intense
publicity and concern in Europe,
where the commercial production of
genetically modified crops is largely
forbidden.

The Swedish and French govern-
ments have ordered farmers to destroy
affected crops, while food retailers in

See Crops on next page

SYDNEY, Australia-The Australian insur-
ance regulator has proposed new standards that
would toughen insurers' minimum capital re-
quirements and alter their management of rein-
surance strategies.

The new standards proposed by the Aus-
tralian Prudential Regulation Authority, which
licenses insurers and reinsurers operating in
Australia, also would partially deregulate on-
shore captive insurers.

APRA released a policy discussion paper on its
proposed reforms in April, and late last month,
it followed up with a more-detailed document
outlining the rules surrounding reinsurance ar-
rangements.

APRA has asked the industry to prepare corn-
ments on the drafts by July 14. Once those com-
ments have been taken into consideration,
APRA will recommend reforms of the Insurance

Act 1973 toimplement its proposals. If the fed-
eral government accepts APRA's proposals, they
will go before Parliament for final approval.

APRA's proposals call for new prudential
standards on capital adequacy, liability valua-
tions, reinsurance and operational risks. The
standards aim to prompt insurers to implement
internal controls for managing risks that threat-
en solvency, the discussion paper notes.

According to APRA, the current $2 million
Australian ($1.2 million) minimum capital re-
quirement is "insufficient."

In particular, APRA notes, companies writing
long-tail or reinsurance business ought to be
subject to a higher capital-adequacy require-
ment

APRA proposes a minimum capital require-
ment of $5 million Australian ($2.9 million), not-
ing that, of 160 authorized general insurers, 106
are near enough to the $2 million Australian
capital level that they are subject to the solvency
test.

As a result, APRA notes, the proposed change
will "have a substantial impact on many play-
ers." But because 90% of the market's total pre-
mium volume is written by the top 20 compa-
nies, competition will not be hindered, APRA
said.

Under the proposal, a new insurer will need a
minimum of $5 million Australian immediately,
while current insurers will need to increase their

capital to that level within five years.
The proposed capital-adequacy standard will

replace the current asset-based standard and
will require consideration of asset, liability,
catastrophe and off-balance-sheet risks. While

SeeAPRAonpage 37

PHOTO: AFP

Obeying government orders, a farmer in France destroys crops
contaminated by traces of genetically modified oilseed rape.

EHolistic' view debated
Few products for transf

By SARAH VEYSEY

LUXEMBOURG-Taking a "holistic"
approach to managing risk has the poten-
tial to improve corporate performance,
but few companies to date have success-
fully taken this approach, a brokerage ex-
ecutive says.

In addition, insurers and reinsurers
may not be ready to take a holistic view
and assume all of the expanded risks
transferred under such an approach, he

z said.

 Holistic risk management, also some-
9 times referred to as strategic risk manage-

 ment, entails taking a broad view of all of

Ul

5

2

erring broad array of risk
a company's exposures, including those
that are traditionally uninsurable, and of-
ten involves blending traditional and
non-traditional risk financing options.

Holistic risk management makes han-
dling an organization's exposures a com-
prehensive and integrated activity, said
Mike Hammond, director of Marsh Eu-

rope S.A. in London. "Risk is quantified
to enable informed choices. Risk is not

automatically avoided," he said.
Holistic risk management can be used

where there is a comprehensive under-
standing and detailed awareness of expo-
sures, he said. "It can improve decision
making, decrease cash flow and earnings
volatility and improve share perfor-
mance."

In practice, though, there have been few
examples of successful integration and
transfer of these risks under a single pro-
gram, Mr. Hammond said. "We are only
at the immature development stage in our
industry," he said.

Mr. Hammond's presentation, "Holis-
tic Risk Transfer/Financing-Feasible
Target or Pipe Dream?" was the subject
of a debate held at the Luxembourg
Rendez-Vous, which took place at the

See Holistic on page 36

Will new options
supplant captives?

By SARAH VEYSEY

LUXEMBOURG-Will new risk financ-

ing options mean the end of captives?
That is a question posed by Paul Bawcutt,

chairman of London-based Risk & Insurance

Research Group Ltd., durmg the recent Lux-
embourg Rendez-Vous.

Mr. Bawcutt began his arguments by out-
lining the reasons to set up a captive. Those
reasons, he said, include: "To reduce the cost
of the insurance program by retaining more
risk internally; to gain access to reinsurance
markets; to have a self-insurance funding
mechanjsm-to have a sacrosanct fund dedi-

cated to your risk retentions; to have more
control over your destiny; and for tax defer-
ral purposes."

Since their inception, he said, captives
have helped improve their sponsors' risk re-
tention and loss control motivation, their un-
derstanding of the insurance industry and
their access to quality unbundled services. In

addition, they have boosted parents' cost ef-
ficiency, global insurance structures, access
to new products, and ability to insure the
uninsurable

But 1VIr. Bawcutt pointed out that the cap-
tive structure does have certain shortcom-

ings. Frequently, captives' financial results
are consolidated with their parents' finan-
cials, eliminating the benefits of risk transfer,
he said.

"Retention strategies remain lukewarm,
capital may be better used elsewhere, off-
balance-sheet funding is (often) not achieved,
because of the consolidation issue. And the

protection of earnings is not achieved, also
because of the consolidation issue," he said.

Another looming problem for captives is
taxes, Mr. Baweutt said. "Many countries are
against (the use of) captives and have a nega-
tive tax environment."

Mr. Bawcutt delineated several altema-

tives to captives, including "insurance,
See Captives on page 35
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i Crops
 Continued ./ton : previo'us page

the United Kingdom are refusing to
1 stock products made from the affect-

ed oilseed rape.
The British government said last

week that farmers won't be able to

sell the crop. as there is no marketing
license for the genetically modified
element. If farmers find they have no
market for their product, they will
likely turn to Advanta Seeds or the
government for compensation, ob-
servers note.

"The government recognizes that
losses will be incurred by farmers,"
according to a statement issued by
the Ministry of Agriculture, Fisheries
and Food. "The government regards
this as a matter to be resolved be-

tween the farmer and the supplier of
the seed."

A spokesman from NFU Mutual,
which insures two-thirds of U.K.

farmers, said: "There is an awful lot

of deliberation going on at the mo-
ment as to where liability actually
rests. The whole position of (genetic
modification) and insurance will
have to be reviewed in light of the
Advanta seeds situation."

Although the farmers will have no
insurance themselves to cover their

crop should they be unable to sell it,
"everybody through the chain would
have product liability insurance," the
NFU Mutual spokesman said.

"It is not clear what liabilities there

are in this issue and whose they
would be, because it is a comple:ely
new situation," the spokesman said,
noting that "our underwriters are
working on it, and the NFU are
working on it."

An Advanta spokesman confirmed
that the company was keeping close
contact with its liability insurer but
could not say whether losses from ge-
netically modified contaminasion

would be covered by the company's
insurance.

"We are continuously talking to
our insurer, but this is new territory,"
said the spokesman.

The National Farmers Union,

which represents most U.K. farmers,
"will be taking legal advice over any
loss of value to our members' crops
caused by this," said an NFU
spokeswoman.

"The NFU will take every step pos-
sible to ensure that any of our mem-
bers who have been affected by this
do not lose out financially," the
spokeswoman said.

"They bought the seed in good
faith, and we will be pressing to en-
sure that they receive fair returns for
their product. It must be stressed that
any crops grown from this variety of
seed were legally planted, and there's
no food safety risk. Those farmers, if
they wish, must be allowed to contin-
ue growing this crop," the NFU
spokeswoman said.

The NFU is urging concerned
farmers to contact the NFU, "so we
can keep them up to date with the
latest information on this issue." The

union also is talking with the U.K.
seed buyers and the government.

Under current U.K. regulations,
foodstuffs containing more than 1 %
of genetically modified ingredients
must be labeled.

Advanta claims that since there is

less than 1 % of genetically modified
seed in the affected batches, "regula-
tions have not been breached, that
there are no risks for consumers, no

consequences for food safety and
their is no risk to the environment."

Advanta said it appears that the
contamination occurred through
cross-pollination, and a company
spokesman in Holland said "cross-
pollination cannot be controlled
100% in a natural environment. It is

unavoidable that this will happen."
But a statement issued bv St.

Louis-based agrochemical group
Monsanto said: "Advanta is a 11-

censee for the use of the Roundup
Ready gene, along with many othei
seed companies. As the technology
provider. we note that seed purity
can be impacted at any stage of the
seed handling and sorting process-
throughout the logistics chain-and
not necessarily by cross-pollination."

The environmental group Friends
of the Earth wants the crops to be de-
stroyed, claiming it is illegal for ge-
netically modified crops to be com-
metrially grown in the United King-
dom. A spokesman for the group in
London called for a strict liability
regime for genetically modified pro-
duction to be included in a forthcom-

ing European Community directive
on genetically modified food. Such a
liability regime was excluded from
the draft directive recently at the re-
quest of industry.

The Swedish Board of Agriculture
announced late last month that

farmers must destroy the contami-
nated rape crops by no later than
July 7.

At the same time, the U.K. govern-
ment and the British Foods Standard

Agency have said the contaminated
crops present no risk to public health
or the environment.

According to the U.K. government,
22,230 acres of the affected crop were
grown last year-and so are already
in the food chain-and about 11,609
acres were sown this spring. Mean-
while, "it remains the government's
policy that commercial planting of
(genetically modified) crops will not
be permitted in the U.K." until trials
are completed in two years.

"We believe there is no threat to

the environment, because the (genet-
ically modified) variety is sterile. It is
difficult to see how it could cross-

pollinate with other plants," said
Agriculture 1VIinister Nick Brown.

"The variety of oilseed rape in
question, Monsanto's RT73, was ful-
ly assessed for safety by the Advisory
Committee on Novel Foods and Pro-

cesses in 1995 and cleared for food

use in 1996. The committee conclud-

ed that the oil was as safe for food

use as that obtained from conven-

tional crops," said FSA Chairman Sir
John Krebs, adding, "the oil was sub-
sequently notified under the IS,C.
Novel Foods Regulations and drew
no objections from member states."

"The oil from the (genetically mod-
ified) variety, which is indistinguish-
able from oil obtained from non-

modified oilseed rape, does not re-
quire labeling, since neither DNA or
protein will be present in the refined
Oil."

Despite government safety assur-
ances, several U.K. supermarket
companies will refuse to sell products
known to contain the oil.

"If it becomes clear that any of our
suppliers have taken ingredients
from any of the affected farms, then
we will not sell those products," said
a spokeswoman for Leeds, England-
based ASDA, a grocery chain owned
by Wal-Mart of Bentonville, Ark.

Indeed, most major supermarket
chains in the United Kingdom have
banned genetically modified ingredi-
ents from their store-brand products
due to lack of consumer confidence

in genetic technology in Europe.
"Customers have told us they don't

want (genetically modified) ingredi-
ents in their food-that's why we've
spent the last year removing it from
Tesco-brand products," according to
a statement issued by Cheshunt,
Hertsfordshire-based Tesco PLC.,
one of the United Kingdom's biggest
supermarket chains.

"We continue to monitor ingredi-
ents used in Tesco products. If any
ingredients contain (genetically mod-
ified) components, Tesco will not use
them This policy extends to rapeseed
oil," the statement noted. igll
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Captives
Continued from page 33
no insurance, protected-cell captives,
finite insurance and the capital mar-
kets," he said.

Insurance is expensive, and the in-
dustty gives terrible service, Mr. Baw-
cutt said. There is also credit and liti-

gation risk, he said, "and cover be-
comes unavailable when risks such as
Y2K or pollution loom"

Opting for no insurance is cheap, he
argued-it avoids insurance indutIy
markups and really motivates loss
control for the self-insured entity.
Companies choosing not to insure do
not have to deal with brokers, consul-
tants, claims people and adjusters, he
said, and their shareholder value may
not be affected if a claim occurs.

"Uninsured losses do not impact
shareholder value. What impacts
shareholder value is the inability to
recover," he said.

Protected-cell captives replicate
many of the benefits of captives, said
Mr. Bawcutt. But, he said, they also
bring with them reduced control and
flexibility. "The jury is out on the tax
and accounting implications," he
added.

'Captives need to have
a very clear time

strategy, and revisit that
every 18 months or so,'
says Stephen Casey.

"Finite insurance can provide off-
balance-sheet funding and the oppor-
tunity to blend insurable and non-in-
surable risk," Mr. Bawcutt said. "It
converts non-insurable funding
(banking) into insurance and tax de-
duetibility-if you are lucky," he
added. But finite insurance provides
limited risk transfer and no services,
he said. It also is "bedeviled by the ac-
counting profession" and can be ex-
pensive, he said.

Using the capital markets to trans-
fer risk allows companies to access the
converging insurance and financial
markets, said Mr. Bawcutt. It isa log-
ical solution to financing specific
problems, such as baskets of risks,
credit enhancement, residual value,

contingent finance and the impact of
weather on a company's revenues,
said Mr. Bawcutt. But, he noted, com-
panies must be sufficiently large to go
to the capital markets.

Mr. Bawcutt concluded that al-

though alternative means of transfer-
ring risk may draw some interest, they
are unlikely to render captives obso-
lete.

"Despite all the tax burdens, com-
panies are still forming captives," said
Mr. Bawcutt. "Corporates with an ag-
gressive approach to risk financing
and a holistic approach to risk man-
agement will question the role of the
captive and maybe use alternatives,"
he said. "But they will probably con-
tinue to integrate captives with other
techniques."

Mr. Bawcutt invited cornment on

his arguments from a panel of experts.
Callum Beaton, managing director

of captive rnanager SINSER

Guernsey Ltd., responded that cap-
tives may have to adapt to fit the new
business environment.

"Lots of the things that are around
now were around years ago. Funda-
mentally, the core product is the same;
what has changed is the business en-
vironment," he said.

"My belief is that the alternatives
won't sound a death knell for cap-
tives, but they will make captives
work better and prompt owners to
look more closely at what their cap-
tives are doing," said Stephen Casey,

underwriting manager at Willis Man-
agement (Dublin) Ltd. "Captives need
to have a very clear time strategy and
revisit that every 18 months or so," he
said.

"A captive is similar to a pickup
truck-you usually buy it for a specif-
ic reason, but once you have it, you
find you have lots of other uses for it,"
he said. "Though there might be lots
of other vehicles on the market that

are better suited to your needs, you
keep using and adapting your pick-
up."

Thomas Seidl, manager at Munich-
American Risk Partners in Munich,
pointed to the fact that the captive
market was still growing as evidence
that alternative solutions will not

spell the end of captives. "Alternative
risk transfer will complement cap-
tives. But captives must use ART-it
should be part of the toolbox of any
risk manager." Eli
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Holistic And though a lot of entities take a Corporate Solutions in London,
holistic view of their risks, they con- pointed to fundamental differences Debating value of ART
sciously distribute them among sepa- between banks and insurers "Is hohs-

Continued from page 33 rate insurers and remsurers, banks, tic the way to go?" he asked 'Look at Alternatives may bring new problemsCentre Europeen in Luxembourg the capital markets and their share- the way banks control rtsks Banks
May 23-25 holders, he said are not nsk takers, they pass the nsk

Mr Hammond said that several One reason few companies have on virti.ally the second after lt has LUXEMBOURG-As companies AmonE these are expensensk 'It
factors he behind increased aware- sought to transfer an integrated array been taken Insurers are ns< takers, consider new alternative risk trans- costs a lot to put a deal in place-es-
ness of the need for hollstic risk trans- of nsks to insurers and reinsurers is whereas banks Just take the margtn " fer products to meet their needs, pec.ally & secuntization,-' he said
fer and financing, among them in- that those mdustnes have histoncally This fundamental difference in the they sho Lld be aware of new prob- Tnere is also a continuity risk
creased nsk awareness in all busmess tended to exclude certain exposures, behavior of banks and insurers wlll lems the solutions can bnng, a rein- "Ttese techniques tend to cover c.ne
environments, heightened expecta- Mr Hammond said, citing coverage make it difflcult for them to assume surance executive warns eve-it Bit what if the same event

tions of shareholders, greater trans- battles over asbestos, the environ- seemingly uncorrelated risks, Mr "ART brings with it its share of hagpens again a week later9 kou
parency and a increased emphasis on ment, Y2K and silicone implants Chapman said "But that is not to say witch doctors," said Graham Dim- could be left with no cover," he said
corporate governance, surplus capital 'This has imphcations for how the in- it can't be done," he said mock, managmg director at SAFR Mr D-mmock did ccncede that
in traditional and non-traditional in- du*y is perceived when it comes to The only way hollstic nsk transfer Partner Re in Paris "There is a traditioral coverage has some sag-
surance markets, perceived better re- adoptmg new things," he said will wcrk is if insurers work with clash or termmologies-old solu- nificant shortcomings
turns for non-traditional structures, Despite all this, Mr Hammond their clients, Mr Chapman said tions are sometimes dressed m new Among the problems posed by
and the improved modellng capabili- said, the demand for mtegrated rlsk "Chents understand nsks m their silo clothes And beware the big myth traditioral coverage is the dearth of
ties of capital providers, msurers and financing from corporate chents ex- compartments Why should the ch- that capital markets want nsk Peo- reliable historlcal data, 1- e said Tra-
reinsurers ists and is growing "But the archaic ents agree to bnnging them all to- ple in tte capital markets want cer- ditonal coverage also is not always

"The emerging nsk landscape lS systems inherent in the insurance and gether if you don't explain the advan- tainty," he said during a broad re- capable of addressing tne "rapidly
more complex, and there is mereased reinsurance marketplace must be re- tagesi" he asked view o. alternative risk transfer changing dynarmcs of risk," Mr
volatility There is a perception that designed if Insurance and reinsurance Sam Alexander, director of msur- programs at the Luxembourg Ren- Dimmock said
the world is getting riskier," he said is to be seen as a viable alternative to ance marketing at Swiss Re New dez-Vocs, held at the Centre Eu- Air Dmmock said that traditiin-
"There are faster business cycles, emerging solutions," he warned Markets in London, said he beheves ropeen in Luxembourg from May 23 al risk transfer lS Inefficient for
faster decisions and fewer controls Other panelists debated Mr Ham- that Insurers and reinsurers should throug) 25 large organizations wrth a broad
There is new technology, new com- mond's position play to their strengths "For example, Mr Dimmock conceded he is spread of nsks
petitors and greater threats Stock Deborah Durkm, managing direc- reinsurers are suppliers of capital, skepticd. about various ART prod- Traditional risk transfer also Jan

market swings are faster and more tor in the corporate consulting prac- and that role is very well understood ucts "Tnere is an enormous amount fai. victim to potentially volatile
fI·equent " tice of Aon Corp in London, saidshe m theinsurance community"hesald of surpI.ls capacity m the insurance prcing, he said

Mr Hammond added that there believes that, as corporations begin to He also siggested that the very na- 1ndustr/ seeking a use Many com- ART attempts to address soma of
was "recognition by many buyers of consider managing risks across the ture of hobstic nsk transfer might not panies perceive that these new tech- these pnblems, Mr Dimmock said
rlsk transfer products that current board, a hollstic nsk financing ap- appeal to clients "Hollstic nsk trans- niques might be she way to use it " 'ART seeks responses to var>lng
practices and customs are ineffi- proach, in which multiple risks are fer involves derivatikes Insirance it- Relying on ART products tends to lekels o. certainty in ribk measure-
cient " bundled and transferred to a smgle self is a denvative, but many compa- "intermediate rather than disinter- ment, problems of identifica-ion

Mr Hammond said that while there partner, wlll be their aim nies don': use derivatives at all or, if mediate," Mr Dimmock said "You andior quantlfication of finan,ial
have been many examples of using fi- But she said that insurers, instead they dc, tney use them very conserva- probab_y need legal advice, for ex- loss, desire for greater certalnt 1 in
nite risk solutions for non-traditional of trying to encroach on the temtory bvely," he said ample, you probably need to set up pr.cing. and the desire for a more-
rtsks, these include only limited nsk traditionally occupied by capital mar- "I'm not sure about the benebt of a special-purpose vehicle" efficien: or disintermediated pro-
transfer in real terms There also have ket players, should seek to identify hollstic risk transfer," he said "It is All of this adpice can be very ex- cess." he saidl
been some examples of risk securiti- gaps m companies' rlsk management done at a premium and it dilutes pensiv€,hesaid Mr Dimmock cited In general, traditional risk trans-
zatlon, though these largely have been strate@es and attempt to fill them shareholder value--so whydoit?,"he the exgarience of his own company fer shurs nsks of uncerta_n frequen-
for individual risks or for short-term "One of the potential pitfalls is the asked "We looked into a securitization cy or pnportion, while ART deuces
exposures, he said insurance industry's centuries of sell- "Perhaps a single rlsk transfer and decided not to proceed, but the adapt to uncerta_nty, Mr Dirnn ock

"Many companies are seeking to Ing products rather than solutions,' product is the pipe dtfam," said Aon's fees were still about $1 milhon," he sa d "There is not a prize for evpry-
aggregate nsks internally but are still Ms Durkin warned "Success m this Ms Durkin "We'd be foollsh to try to said th_ng but there is, perhaps, a device
placing monoline protections in ex- area hes in providing solutions" replace mezhanisms that work very Mr D-mmock said the use of ART for everything "
cess of defined retentions," he sa.d Ian Chapman, semor vp of Zurich well already" m can create new rlsks for businesses -By Sarah Ve Asey
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APRA
Continued *om page 33
the current minimum solvency re-
quirement is based on the net account,
reinsurance assets will be risk-

weighted, based on the arnangements
and the reinsurers' ratings.

Under the new guidelines, insurers
must use approved valuation actuar-
ies. Actuaries will be required to re-

Aetna
Continued *om page 1
works Inc. (BI, March 6). Aetna subse-
quently announced plans to split its
health and financial services busi-

nesses into two separate, publicly held
companies (BI, March 20).

Aetna Financial Services, the bulk
of whose business comprises Aetna
Life Insurance & Annuity Co., mar-
kets retirement and investment prod-
ucts to non-profit organizations, gov-
ernment entities, small businesses and
individuals. It had $227.3 million in
operating earnings before Y2K-relat-
ed costs lass year and had $72.4 billion
of assets under management.

Aetna Life is one of the largest
group pension underwriters in the
country, said Standard & Poor's Corp.
Director Jack Reichman in New York.

Aetna In:ernational, which mainly
sells life insurance, health and retire-

ment products in emerging markets,
had $194.2 million in operating earn-
ings in 1995 before Y2K-related costs.

Investing the proceeds of seLling
these units in Aetna's health care op-
eration will not necessarily be the
company's top priority if it does sell
its international and financial services

businesses, some analysts say.
If a deal were to come to fruition

and Aetna gained $8 billion or $9 bil-
lion in proceeds, retiring debt and
buying back shares likely will be its
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port to APRA any solvency concerns,
and auditors and actuaries will be

able to provide full information to
APRA without fear of litigation.

Although an insurer will no longer
have to routinely submit its reinsur-
ance arrangements to APRA, it will be
have develop a reinsurance manage-
ment strategy. APRA says the aim is
to encourage insurers to develop a
risk-based approach and have inter-
nal controls over reinsurance place-

chief priorities, said Douglas L. Mey-
er, an analyst with Fitch IBCA in
Chicago. Although Aetna still must
work on integrating its various health
care acquisitions, the health care op-
eration does not need a significant fi-
nancial infusion, he said.

'I'm sure the shareholders are going
to have some strong opinions" on the
use of any proceeds, said Mr. Reich-

INTERNATIONAL

ments. APRA originally proposed to
deregulate reinsurance but, because
of "recent instability in the market,"
decided against it for the time being.

Australia recently has seen the
demise of three Sydney-based rein-
surers, GIO Re, a division of GIO
Holdings Ltd., now owned by AMP
Ltd.; and New Cap Reinsurance Ltd.;
and Reinsurance Australia Corp. Ltd.

The draft paper on reinsurance ar-
rangements says that an insurer's di-

man. Aetna must also consider its

bondholders and policyholders, he
added.

Patrick Finnegan, senior vp with
Moody's Investors Service Inc. in New
York, said, "Obviously, there's a
strong motivation here to return cash
to shareholders to improve sharehold-
er value."

Richard Shaw, an analyst with

rectors and management will be re-
quired to implement and regularly re-
view a management strategy that ad-
dresses both cessions and retroces-

sions. APRA will require insurers to
take into account aggregations of risk,
classes written and staff expertise, as
well as the size, business mix and
complexity of their operations.

Under the proposed changes, pure
captives that do not write third-party
business will be partly deregulated

AM. Best Co. in Oldwick, N.J., said, "I

would think that they would need to
invest something into the health care
business in order to re-establish (that
business), since it is one of the largest
health care businesses in the country."

Meanwhile, employers may be con-
cemed about the ratings of the group
pension business, should it be sold.

ING has stronger ratings than Aet-

Size does not equal importance.
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Without Question- IheS![hul
Property and Liability insurance

For more infonnation contact your independent insurance agent or broker or visit www. stpaul.com.

-1

and will not have to comply with the
new standards. Such captives, howev-
er, will be able to write only motor,
marine, aviation, construction and
fire/industrial special risks coverage.

Some insurers-uch as those au-

thorized by state or territory govern-
ments to write statutory workers
compensation coverage-will not be
deregulated, after insurers argued
against the proposal on "competitive
neutrality grounds." ial

na, "so it wouldn't seem like a bad

deal for the policyholders," said Mr.
Reichman. But there is no guarantee
ING will be the ultimate buyer.

"I think Aetna needs to resolve this

fairly quickly, otherwise there could
be some business consequences. They
need to close the door on other folks

(or) to come to a resolution with ING

fairly soon," he said. rn
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NOTICE TO CREDITORS OF

ANGLO AMERICAN INSURANCE COMPANY LIMITED Your Experience Is About To Pay Off. REINSURANCE MANAGER MANAGING DIRECTOR,
We are currently seeking an individual

IN THE HIGH COURT OF JUSTICE NO 363 OF 2000 with a minimum of 5 years Reirsurance
RISK MANAGEMENT

CHANCERY DIVISION PLI Brokerage, a nattonal insurance broker and subudiary of The Chubb experience to manage the Reirsurance PTSC, created by the Metropolitan
COMPANIES COURT Corporation, ts seelang ambitious, aggressive ami expenenced professionals operations for NJ based TPA Responsibilities Transportation Authority, a multi-
IN THE MATTER OF for various positions nationwide PU specializes m mche personal insurance include the administratioi of existing modal public transportation leader in

ANGLO AMERICAN INSURANCE COMPANY LIMITED sales and marketing and otTers you the advan.ages of an entrepreneurial Spec and Agg covers or Self-funded
Los Angeles, is seeking a

culture with exceptional Fortune 500 benefits Group Health Business, T,e placement
and and renewal of Spec and Agg cover<, A talented individual to manage & direct

1N THE MATTER OF THECOMPANIESACT 1985 Regional And Office Managers working knowledge of :11 aspects of its Risk Management Programs,

standard Reinsurance privmons, e g including related safety functions
NOTICE IS HEREBY GIVEN thal at meetings of Scheme Creditors of Anglo American Insurance Will manage sales and service for one or multigle PLI offices Should have monthly aggregate, simu taneous Requires a BS/BA & 5 yrs of
Compan> Limited held m London on 15 March 2000 for the purpose ot considenng and, if thought fit, expeneice working with upscale clientele and strategic alliances, including reimbursement, and the atility to design sr mgmt-level exp administering rtsk
agrumg [o d scheme of, rrangement pursuant to se¢ticn 425 of the Companies Ad 1985 ("the Scheme"), financial conultants, mortgage lenders, and realtors and implement procedures to facilitate mgmt programs The ideal candidate
the following ;otes were received Reinsurance administratior Ths position will have a strong financial

No Value US$ Relationship Managers reports directly to the \Nce President background, working knowledge of
Protected Polic,holders Looking for highly motivated individuals who can foster new client relation- Management experienceisalso required actuanal methods & proven exp

We offer a competitivesalay and benefits
For" the Sheme 26 36,038 963 hips through partnerships with financial consultints, affinity group and real developing successful cost reduction

package Please respond to Business
programs tor workers' compAgainst" the Scheme 0 0 estate tusinesses Insurance, Box 3128, 740 North Rush
erposurei We ofter an excellent

General Scheme Creditors Street, Chicago, Ill,nots 606 1-2550Sales Erecutives salary/benefitc package To apply, call
' For" the Siheme 227 93,391 323

If vou have a strong entrepreneunal spmt and the ability to bond well With (213) 922-7153 or (213) 922-3900
'Against" the Scheme 1 TDD or visit our website at

prc,spects and ellents, determine their needs and Drovide appropnate services,
The Scheme was sanctioned on 12 Apnl 2000 m the High Court m England with the Scheme becoming we have a position for you GET RESULTS! http //www mla net Refer to Bulletin

#8000-001 EOEeffective on 17 April 2000 A permanent injunction under Section 104 US Bankruptcy Code was
obtained in the US Banknipky Court on 12 Apn! 20[0, giving effect to the Scheme m the United Stateq Al candidates should possess valid P/C License and experience in
of Amenca similar position For Job opponunities m your area, visit our website at ADVERTISE
Anthony James MeMahon and Philip Wedgwood Wallace wWw Flibrokerage com Send resume to Human Resource, PLI Brokerage,
Scheme Administrators 25 independence Blvd. 4th Floor, Warren, NJ 07059 or fax to 908-903-6501 IN liffIE]EE}Emtilii/rrillia
KPMG or e-mid to careers@plibrokerage com
20 Famngdon Sweet

.

-21 Busmess UNDER#, Rl rERS/AGEN rS
London Equal Opportumty Employer
EC4A 4PP

Personal Insurance Professional Soluttons FL! 11,0ke„:.,!r. Insurance A rated insurance companies seek

Tel +44(0)20 7311 1000 May 22,2000 specialty and program business
CHUS.

Contact

EAST-WEST CONNECTION, INC.

BTRER WINI*% 11{*Hirlimii[Ria. Q[*EIL@Im@*B 11{*'EN mlim# s WMAWMME 201-666-9200 •fax 201-666-2642

www mcgee com

NOTICE OF CREDITORS' MEETINGS NOTICE OF ANNUAL MEETING OF SCHEME CREDITORS [}1!ERM
IN THE HIGH COURT OF JUSTICE (IN ENGLAND) No 2973 of 2000 ENGLISH & AMERICAN INSURANCE COMPANY LIMITED
CHANCERY DIVISION
COMPANIES COURT The anrual meeting of scheme creditors of English & Amencan Insurance Compely Limited ("the Do you want to be an MGU ?
IN THE MAnER OF Compaly") has been summoled by the Scheme Administrators pursuant to Caup. 81 of the

One of the fastest growing MGU's m
SchemE of Arrangement for the purposes of America is expanding through anENGLISH & AMERICAN INSURANCE COMPANY LIMITED 1 Recelving a report ("the Repoll") on theconduct of theallairs oitie Company and Equity Access program which allows

and the operation of the Scheme of Arrangement since 30 April 1999, the date of tie last report to co-ownership with production sources
IN THE MATTER OF THE COMPANIES ACT 1985 such as TPA's, Large Brokers andscheme creditors, and

Distribution Systems This program allows
NOTICE IS HEREBY GIVEN thal, by an order dat:d 19 May 2000 made in the High COUft of Justice m the matter ol English & Amencan Insurance 2 Considenng anj, 11 thought ht, passing the following resolution for greater control over the underwriting
Company Limited ("the Company"), separate meetings were ordered to be summoned of Scheme Creditors (as defined m the amending scheme ol THAT the appointment of Thomas Alexander Riddell, a liceised insolvency and claims process while building
arrangement hereinafter mentioned) of the Company for the purpose of considering and, 11 thought lit, agreeing to an amending scheme olarmngement practitioner and a partner m the limn of clartered accountants KPMG, 20 Famngdcn Street, Lon jon significant stock ownership value
proposed to be made between the Company and tls Scheme Creditors (as heminalter identihed) pursuant to section 425 ol the Companies Act 1985

ECU £PP, as Scheme Administfator of the Company by the Creditors Committee or 22 October
Inquiries to J Matt Lile Ill, RHU

("the Amending Scheme"), amending ceflam terns and provisions of a scheme ol arrangement dated 28 Octoiw 1994 and enective 8 February 1995
1999, te mtdied Jm13@equityreinsurance com

("the Original Scheme<') between the Company and Ils Scheme Creditors (as hereinalle[ idenahed) The Scheme Creditors referred to herein afe
888-9884565

(1) Scheme Cred,tors who are Protected Policyholders (as delined in the Amending Scheme), The meting will be held on 5 July 2000 at The Ostler SUite, The Insurance Hall, D Aldermanbury,
London EC2V 7HY, United K ngdom at 1030am (London time) This meeting *ill mmediately

Scheme Creditors who are 3 July 1980 - 6 October 1983 ILU Policyholders ( as delined in the Arrending Shme), and follow neetings of scheme creditors to corsider and, If thought lit, approve an Amending Scheme
(111) General Scheme Creditors (being Scheme Cred,tots omer than Proteded Policyholders 013 July 1980 - 6 October 1983 IW 01 Affangement between the Companyand rs schemecreditors Creditors arebeint noblied of these Business

Policyholders (as delined In the Anending Scheme) meetings separately Insurance
The meetings will be held on 5 July 2000 at The Cstlet Suite, The Insurance Hall, 20 Aldermanbuty, London EC2V ?HY, United Kingdom at the times The Cfairman of the meedngs w,Il be Anihony James MoMahon, one of the Scheme Almmistiators ®

mentioned below, namely Scheme Cred,tors may attend and vote at the meeting mther m person o[ by proxy and are, m any
Circulation Breakdown(1) m thecase of Scheme Creditors who am Proteded Poligholders, at 10 30 am (London time), event, equested to complete the form cfproxy and return it to the Scheme Adminis ratorsalthe

United Kingdom KPMG, 20 Farringdon Street, London EC4A 4PP by 5 00 pm (Lindon ime) on 3 Commercial Consumersin the case of Scheme Creditors who are 3 July 1980 - 6 Odober 1983 ILU Policyholdefs, at 10 50 am (London time) or as soon
therealter as the previous meeting shall have been concluded or been adjourned, and July 2800, although 11 not so returned, mey may be handed m between 9 30 am and 1030 am on Administrative

the daj olthe meeting Each s'.heme cred,tor or his proxy will be required to regiser h s attendance CEO's, Ples,dents. and Owners, 4,281
(111) in the case of General Scheme CreditofS, at 11 00 am (London time) of as soon thereafter as the preVIOUS meeting shall have been at ihe neeting pnor to its com'nencement Registration will commence at 930 am. Vice Presidents General Managers and

concluded of been adjourned Other Administrative Personnel 4,046

The chairman 01 the meetings will address Scheme Creditors generally on the Amending Scheme and on issues relevant to voting at the commencement A copp of the Repott, a registmtion form and a form ot proxy and poll card for use it the meeting are Financial·
Of me first meeting being Int m scheme Creditors Any peson entitted to attend the meetings whohas riot received Chief Financial Officers and Vice Presidents

these documents by 7 June 2000 can obtain copies of them from the Scheme Adninistmtors ol the of Finance 4,252
Scheme Creditors may attend and vote at such of the meetings for which they am eligible, either m pnon or by prox¢ and am, in any event, requested to Company m the Unlted Kingdom at KFMG, 20 Fawingdon Stfeet, London EC-A 4°F, Or In the Secretanes, Treasurem, controllers and
complete the appropriate form 01 proxy and return it to the Scheme Administrators (as defined m the Amending Scheme) of the Company at KPMG, 20 United States of Amenca, at K°MG, 345 Park Avenue, New York, New York 10154 0102

other Financial Personnel 4,927

Famngdon Street, London EC4A 4PP, United Kingdom by 5.00 pm on 3 July 2000, although 11 not so returned, it may be handed m between 9 30 am Risk/Employee Benems:
and 1030 am on the day of the meetings at the place fixed for them Quenes regarding credtion' claims and the completion of pfOXy forms should )e d re:ted to the Vice Presidents, Directors, Managers, and other

helplire +44 (0)1452 782600 related depanment personnel of Insurance, nsk,Each Scheme Creditor or his proxy will be required to register his attendance al such meetings as he is entit13[1 to attend prior to its commencement employee benefits, personnel, compensation,
Registration will commence at 9 30 am Anthony James MGMahon pension, safety, secunty Industnal relations

The Amending Scheme is proposed between the Companyand its Scheme Creditors (being creditors m respect of any claim ansing out of a liability to Scheme Administator Bated 1 June 2000 human resources and employee/

which the Company is subject at the date of the Ofigmal Scheme of to which it may become subject thereafter ty reason ot an obligation Incund before KPMC labor relations 14,047

that date, exceptany claim which would have b:en preferential in a liquidation of the Company or a claim in respect olthe costs or expenses of the PO Box 730 Sub-total 31,553

Original Scheme both of which will be payable in full) Associations 242
20 Famngdoft Street Government Unions and

Copies of the amending scheme olarrangement the statement required pursuant to section 426 01 the Companies Act 1985 and the forms ol proxy for London EC4A 4PP Educational Institutions 939

use at the meelings are being sent to Scheme Ceditors liany pemon entttled to attend the meetings has not received these documents by 7 June 2000, UNITED KINGDOM Commercial Consumers

copies can be obtained lonn the Scheme Admin strators of the Company In the United Kingdom at KPMG, 20 Famigdon Street London EC4A 4PP, or Sub-lotal 32,734
in the United States of Amenca, at KPMG, 345 Pafk Avenue, New York, New YOR, 10154-0102 Insurance Agentsand Brokers 7,636

Insurance Companies 6,047
By the order, the High Court of Justice has appointed Thomas Alexander Riddell or,failing him Anthony James McMahon to act as chairman of the

When the most talented men Accountants, Actuanes,
meetings and has directed the chairman to report the results of the meetings to the court Attorneys & Consultants 2,213

The scheme of armngement will be subject to the subsequent sandIOn of the High Court ot Justice

Quenes legardng creddors' claims and the completion of proxy forms should be directed to the helpline on +4£ (0) 1452 782600 Looking for a and women in the insurance Adlusters, Appralsers, TPA's, Captive Managers
& Health Care Providers 1,232industry want to make a Others Allied tothe Field 1,227

Dated 1 June 2000 move, they turn to... Total Qualified 51,089

Anthony James MoMahon Non-qualified/Paid Subscnphons 44

Scheme Adminstator candidate to Business Single Copy Sales 11

KPMG

PO Box 730 Insu TOTAL CIRCULATION 51,144

ronce® * Source Business/Occupaonal
20 Famngdon Street breakdown of qualified circulabon,

London ENA 4PP fill the job? Call 312-649-5340 for November29,1999 Issue, as

UNITED KINGDOM submitted to BPA for December 1999
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Standard measure of P/C exposure is flawed
By MYRON M. PICOULT
Special to Business Insurance

Most industry observers, includ-
ing us, argue that the property-ca-
sualty industry is materially over-
capitalized as is demonstrated by
the industry's Dec. 31, 1999 statu-
tory premiums-to-surplus ratio of
0.85-to-1.

The prevailing theory has been
that before industry pricing dynam-
ics can really change, some $100
billion-$150 billion in capital has to
be pulled out of the business. The
industry's reported capital figure as
of Dec. 31, 1999 was $336.3 billion.

Our position on the overcapital-
ization thesis remains intact,
though we do not believe that the
industry, as a whole, has as much
redundant capital as presently per-
ceived by most industry analysts.
This stems from the relatively re-
cent dynamics of the stock and
bond markets, as well as a very
strong belief that industry reserves
have been shorted and reinsurance

recoverable balances are definitely
not sacrosanct.

Before discussing the real or ap-
parent capital cushion, it is impor-
tant to scrutinize the measurement

methodology.
Notwithstanding the blind accep-

tance of the perfunctory premiums-
to-surplus ratio by most industry
observers, we think it is the wrong
number to use. A better and more

incisive measure would be expo-
sures to surplus. We realize this is
basically a pipe dream at this june-
ture, because the necessary data-
base is not readily available. How-
ever, we do not agree with simply
using premiums as the numerator
because it is normally a distorted
number.

For example, if a company is fol-
lowing an aggressive pricing struc-
ture, which is what many carriers
have done for some time, it pro-
duces a lower aggregate premium
figure, which in turn results in a
premium-to-surplus ratio that ap-
pears lower than it should.

The quality of the aggregate pre-
mium figure can also be called into
question by multiple exposures that
are not properly recognized in pric-
ing, or by the compromising of oth-
er contract terms and conditions

that add property or casualty expo-
sures without appropriate compen-
sating rate relief. Finally, aggressive
use of rate credits and/or placing
the business in a subsidiary/compa-
ny that perm-ts wider deviations off
of "standard prices" further exacer-
bates the situation.

Now we come to the surplus fig-
ure. The industry's record on re-
serving is clearly checkered. This
would be quite evident if insurers
had the intestinal fortitude to pro-
duce 10-year tables or charts show-
ing their reported and accident year
combined ratios. There are numer-

ous individual insurers that have

produced relatively consistent rec-
ords of under-reserving. When the
reserve adjustments surface, the
build-up of past year's equity and
good earnings trends rapidly disap-
pears.

There also is a certain amount of

inherent volatility in an insurer's
aggregate surplus number that re-
sults from the normal ups and
downs of the stock and bond mar-

kets. In addition, there are several

other factors that bring into focus
the legitimacy of reported reserves.

Aside from the shortfalls in loss

reserves from under-reserving,
there may be deficiencies in loss ad-
justment reserves, which have tra-
ditionally been a convenient place
to cheat on aggregate reserve levels.

Over the

years, there

/ ·;* has been a
lack of rec-

ognition of
reinsurance

recoverable

problems,
which we

-. suspect is in
the early
stages ofMr. Picoult

changing. Fi-
nally, there

are prospective surplus adjustments
that will emanate from the reclassi-

fication of segments of investment
portfolios as carriers struggle to
generate more taxable income.

Hence, just as the premium figure
can be distorted by being too low, so

0 2000...c* Ne-

too can the surplus figure be dis-
torted by being too high. A soft nu-
merator and a high denominator
clearly lead to distortions of the
premium to surplus ratio.

Taking the surplus of the major
personal lines writers out of the in-
dustry average would show a high-
er "industry" ratio and, surely, a
higher number for just the commer-
cial purveyors.

In general, capital is inefficiently
distributed throughout the indus-
try. In addition, our perspective and
that of other industry gurus on
what the real premiums-to-surplus
figure should be, is not worth a lot
as long as managements continue to
believe they are healthy and weal-
thy and have the room and ability
to use methodologies that distort

underlying fundamentals.
The pace of positive pricing revi-

sions continues to creep up. More
importantly, the pricing dynamic
appears to be broadening in terms
of the number of purveyors seeking
rate relief and the number of busi-

ness lines/segments that are now in-
volved.

The traditional path as under-
writing unravels is to first recognize
past misdeeds. Second, action to
correct the mistakes must be insti-

tuted. Finally, the book of business
has to be recycled.

It looks like we are in the "follow

the dot phase." The shift in industry
pricing dynamics was not related to
a diminution in the capital base-at
least not yet. It was clearly tied to
the fact that the industry went to a

negative cash operating position,
which is likely to be sustained for a
while. But have no fear; past mis-
cues will surely eat into the capital
base as the apparition of nirvana
disappears. Ell

Myron M. Picoult is a director
and senior insurance analyst at
Wasserstein Peretta Securities Inc.

in New York. He is the past presi-
dent of the Assn. of Insurance & Fi-
nancial Analysts and a member Of
the New York Society Of Security
Analysts. An archive of Mr. Pi-
coult's columns for Business Insur-
ance can be viewed on the World

Wide Web at: http://www.busi-
nessinsurance. com/editorial/com-
mentaly.php3

Extraordinary savings, clinical excellence and
network access make United Resource Networks the

nation's leader in transplant benefit management.
With even more ways to meet the needs of patients
and clients, including expanded transplant access

and financial relief contracting; you'll win when
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United Resource Networks
For The Most Specialized of Core

877-572-3042
www.urnweb.com
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Commentary

Is it treasure

or is it trash?
Our company is moving our Chicago office next year and I am

alIEady suffering anxiety attacks.
Although the move is still eight to 10 months away, I'm already

being asked to inspect dusty boxes in the building's basement
and urged to begin reviewing whether to move what I consider
precious files that I have carefully kept since I started working
here on Jan. 3, 1977.

Yes, I am a pack rat.
I have, for example, every program of the Risk & Insurance

Management Society Inc.'s annual conference going back to 1977.
Some day, I am certain, I will need the information contained in
one of those.

I also have dozens of conference and seminar workbooks con-

taining gems of wisdom and attendee lists going back to the late
1970s. Who knows when Ill need to refer to the treatise on rein-

surance presented at the 1979 Risk Planning Group captive con-
ference by Roger Greiner, who was a director of Prudential Rein-
surance? He's recently retired from Genesis Underwriting, so I
won't be able to track him down in person if I need this informa-
tion.

I also have kept copies of every speech I have made since I first
stepped up to a podium on behalf of Business Insurance in De-
cember 1980. As proof that this was not a waste of storage space,

just a few months ago someone actually
asked me for a copy of that 20-year-old
speech.

Dave Haight, who is chairman of a group
putting together an archive of RIMS' 50-
yearhistory, recalled thatintheearly 1980s
I had spoken to many RIMS chapters on
how to deal with the press. From that
speech, I developed a handout outlining tips
on how to be interviewed by a reporter.

Dave wanted a copy of the speech and the
handout to be added to the RIMS amhives,
and I am pleased that I had them to give to
him.

I do occasionally throw some things away.
When our offices were remodeled 13 years ago and everyone

was moved around the building, I did-reluctantly-throw away
at least 20 boxes full of notes from articles I had written in my
first 10 years with Business Insurance.

And whenever combing through my files, if I come across old
financial statements from companies long since out of business, I
pitch them.

I've also recently thrown away an eight-inch stack of business
cards that I discovered were close to, but not quite, collectors'
items. The logos on the cards: Fred S. James, Sedgwick James,
Sedgwick, CIGNA Property/Casualty, Johnson & Higgins,
Alexander & Alexander, Rollins Hudig Hall and Chart:well, to
name a few.

I was motivated to sort through my stash of old business cards
because I've purchased a business card scanner to help me keep
track of my sources. But have I thrown away the 262 cards I've so
far successfully scanned into my computer? No way. I don't trust
that back-ups of my computer files will suffice if my computer
should ever be lost, stolen or damaged.

I know, though, that there is a limit to what the company will
allow me to move to our new building. I am going to have to
throw away old budget files going back to 1980, when I prepared
my first editorial budget for Business Insurance, as well as stacks
of financial statements charting the growth of BL Thankfully, our
office manager has agreed that I may at least keep a copy of every
December financial statement--at least that's what she said yes-
terday

To remind me how serious she is that I clean out my files, she
sent me an e-mail this morning asking me when I wanted boxes
in my office for documents that need to be shredded. Never, to be
honest.

I 1mow my fondness for keeping all this stuff sounds trivial to
some of you, especially those who have changed jobs five times in
the last 10 years, either because you are on a fast track or you
have been the victim of the consolidation craze. Based on the

business cards I have thrown away this week, there are a lot of
YOU.

No doubt you've cleaned out many desks and filing cabinets
without a care in the world, except perhaps for your next job. So
OK, you veterans of moving offices, please send me your best ad-
vice on how to part with relies of the past without shedding a
tear, andmore important, how to know what I really need to
keep.

Publisher and Editorial Director Kathlyn J. Mcintyre's com-
mentary appeam fortnightly and on www. businessinsurance.com.
She can be reached at kmcintyre@07'ain.com

Status
Continued from page 1

suspension because of ongoing con-
cerns that the department lacked suf-
ficient financial examiners to review

insurers' financial reports and opera-
tional procedures (BI, Dec. 13, 1999).
The Insurance Department, which
passed its first-round accreditation
review about five years ago, was seek-
ing second-round approval.

In its recent statement, the depart-
ment said it was forced to drop out of
the NAIC's accreditation program af-
ter the Legislature, for the second
time, denied a budget appropriation.
The department, whose budget ex-
ceeds $13 million per year, was seek-
ing $318,000 to pay financial examin-
ers competitive salaries.

Washington state officials' assertion
that withdrawing from the accredita-
tion program would not harm con-
sumers or financial oversight of insur-
ers drew fire from some observers, in-
clu(ling a key regulator.

"I think it's a mischaracterization,"
said Vermont Instirance Commission-

er Elizabeth Costle, chair of the

NAIC's accreditation oversight com-
mittee. "I would challenge" the notion
that accreditation doesn't reflect on

the quality of a state's financial over-
sight-"that's the whole point of the
program."

The NAIC adopted the program in
June 1990 in response to criticism by
federallawmakers about uneven sol-

vency regulation nationwide. The
program requires states to adopt uni-
form standards so that each insurance

department has adequate statutory

ADA
Continued from page 2
Supreme Court may ultimately re-
view the issue.

Chevron's attorney, Jon P. Kardas-
sakis of Hawkins, Schnabel, Lindahl
& Beck in Los Angeles, said the com-
pany intends to petition the 9th Cir-
cuit to review its decision en banc.

The case involved Mario Echaza-

bal, who was denied a position at
Chevron's El Segundo, Calif., oil re-
finery after a pre-employment physi-
cal exam indicated the job could
damage his liver.

San Francisco-based Chevron also

asked that the maintenance contrac-

tor for whom Mr. Echazabal was al-

ready working at the plant place him
in a position that elirninated hjs expo-
sure to solvents and chemicals.

As a result, he was no longer per-
mitted to work at the plant, said the
three-judge panel in its unanimous
decision, which overturned a lower
court decision dismissing the case.

Underthe ADA, employers can re-
quire that employees not pose a sig-
nificant risk to the health or safety of
others in the workplace, according to
the court.

But, "it does not permit employers
to shut disabled individuals out of

jobs on the ground that, by working
in the jobs at issue, they may put their
own health or safety at risk," says the
decision.

The decision points to the language
of the ADA itself, which it says speci-
fies threats to other persons, but not
to the individual himself in describ-

ing defenses that may be appropri-
ately used by employers when they
are charged with discrimination.
"The fact that the statute consistently
defines the direct threat defense to in-

clude only threats to others elimi-
nates any possibility that Congress
committed a drafting error when it
omitted from the defense threats to

the disabled individual itself."

The decision also raises the issue of

employer liability, stating "state tort
law would likely be pre-empted if it
interfered with this requirement."

"Chevron's concern over an award

and administrative authority, includ-
ing appropriate organizational and
personnel stpffing and practices.

Mel Sorenson, assistant vp and
Northwest regional office manager
for the National Assn. of Independent
Insurers, also challenged the Wash-
ington Insurance Department's state- -
ment.

"I would quarrel or disagree with
the commissioner's assertion that Boss
of accreditation) has no impact on
consumers," Mr. Sorenson said. Con-

sumers should care about uniformity
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1 would challenge' the

contention that accreditation

doesrit reflect on the quality

of a state's financial over-

sight. Thafs the whole point.'

and appropriate financial oversight,
because it helps keep insurers solvent
and able to pay policyholders' claims,
he said.

In its defense, Mr. Harkins noted

that the department has received high
marks in its NAIC reviews for the two

remaining criteria reviewers consid-
er-fiscal analysis as well as rules and
regulations. He expects the depart-
ment to continue those oversight ae-
tivities, which have helped the state
avoid any insurer insolvencies during
the last 12 years.

The Washington department's
statement also downplayed the NAIC
accreditation program's significance,

of damages reflects a fear that hiring
a disabled individual will cost more

than hiring an individual without any
disabilities. The ectra cost of employ-
ing individuals does not in itself pro-
vide an affirmative defense to a dis-

criminatory refusal to hire these indi-
viduals," the opinion read

Employer attorneys say the deci-
sion not only defies logic but also can
cause considerable dificulties for

employers.

'A person who can't
perform a job without

incurring serious injury
isn't qualified for the
job,' says Ann Reesman.

"In our view, a person who can't
perform a job without incurring seri-
ous injury isn't qualified for the job,"
said the Employment Advisory Coun-
cil's Ms. Reesman. "Under this deci-

sion, an employer has to put an at-
risk person directly in harm's way if
that's where they want to be. This is,
I think, very problematic for employ-
ers."

Patricia M. Gillette, an employer
attorney with Hiller, Herman, White
& McAuliffe in San Francisco, said
the decision also fails to adequately
address issues that could arise should

the disabled employee get hurt, in-
cluding, for instance, whether the
employer's workers comp premiums
would increase.

But some attorneys do not believe
the decision presents employers with
a serious dilemma.

Larry Minsky, of Lemaire, Faunce,
Pingel & Singer in Cerritos, Calif.,
who represented Mr. Echazabal, said
"what this decision holds is that an

employer must allow an employee, or
applicant in this case, to perform a
job if the employee is fully informed,
accepts the risk of a job, and says 'I
can do it.' "

"It's a major decision, and I think,
one of the most important decisions
since the ADA went into effect in

saying that "the program has never
included all the states." Nevada was

the only U.S. jurisdiction, however,
that did not receive first-round ac-

creditation. New York subsequently
lost its first-round status after its Leg-
islature failed to adopt a few neces-
sary laws.

Five years after obtaining first-
round status, states must seek second-

r6und acereditations, which 36 juris-
dictions have obtained thus far. Only
Tennessee, Washington state and
West Virginia bid for and failed to win

second-round ap-
proval, but the de-
partments are

working to achieve
it

"We think it (ac-
creditation) isn't
essential, but im-

portant," Mr.
Harkins said.

The NAIC pro-
Elizabeth Costle gram previously

barred an accred-

ited state from accepting an unac-
credited state's examination unless an

examiner from an accredited state

signed off on it, Ms. Costle said. Sev-
eral states apparently adopted that
requirement and may still have it on
their books, though the NAIC with-
drew the requirement several years
ago, she said.

Vermont is one of the states that re-

moved the requirement. Ms. Costle
was unable to identify other states
where it may still be law.

"Even though the New York Insur-
ance Department is acknowledged to
be one of the leaders in regulating

See Status on nert page

1992," said plaintiff attorney Gary
Thelan, with Garrison, Thelan,
Levin-Epstein, Chimes & Richardson
in New Haven, Conn., and the author
of "Disability Discrimination in the
Workplace."

Letting employers disqualify work-
ers because a job may represent a
threat to them has "really given em-
ployers a license to act based on their
own fears and stereotypes" and di-
minished the ADA's effectiveness, he
said.

Mr. Thelan disagreed that the deci-
sion represents a dilemma for em-
ployers forced to choose between
obeying the ADA and following safe-
ty regulations. "Certain workplaces
are unsafe, and if you're going to ad-
dress those problems, address them
for all employees," said Mr. Thelan.
"The court is saying a person with a
disability should be able to take the
same risks that any other person
can."

Meanwhile, the Equal Employment
Opportunity Commission, which is-
sues regulations on the ADA, may re-
vise its guidelines as a result of this
decision, said Peggy Mastroianni,
EEOC associate legal counsel. "This
is something we have been thinking
about, and in light of this decision,
which is the first appellate decision
that really lays all of this out and
gives very strong arguments for its
conclusion...we are certainly going
to give this whole issue fui*ther con-
sideration."

Brent A. Giddens, an employer at-
torney with Sonnenschein, Nath &
Rosenthal in Los Angeles, said the
case will have limited applicability
because the facts of the Chevron case

were unusual.

Anthony Oncidi,' an employer at-
torney with Troop, Steuber, Pasich,

Reddick & Tobey in Los Angeles said,
"I think employers are still going to
be sensitive to potential injuries to
employees, and I don't think they're
going to willy-nilly open up positions
to employees" whom they believe will
be subsequently injured.

Mario Echazabal vs. Chevron USA

Inc.; 9th US. Circuit Court of Ap-
peals; 00 CD.O.S. 4028
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Status to oversee the exam process, he said cluding the AIA Updates
Another insurance Industry ob- If Insurers withdraw, competition

server, however, warned that being is reduced, and consumers may have Online D&0 coverage auction
Conhnued from previous page located in a non-accredited state to pay more for coverage, observers
solvency, the fact that the department could cause "humongous monetary have noted Conttnued from page 2

is not accredited has resulted in prob- consequences" for an msurer seeking Most Washington state-based sour- Unlike traditional auctions, where an initial price is set and bids in-
lems foi at least two insurers domi- to wnte business nationally In- ces, however, are optimistic that the crease, at themsuranceXchange com, nsk managers wlll see their ini-
ciled there," said Philhp Schwartz, creased costs could stem from other state Legislature will eventually see tial premium pnces drop when auctioned, explained Glen Bailey, chief

vp-financial reporting and associate states seeking to do their own exams the need to improve the salaries of fl- executive officer of the new dot-com company, based m Atlanta He is
general counsel for the Washington- or needing to bring in examiners nancial examiners and specifically a former managing director and regional practice leader for Marsh
based Amencan Insurance Assn from accredited states to participate appropriate the higher pay, as re- Wh,le the Web site eventually wlll offer allhnes of property/casual-

Regulators in other accredited in exams quired by law The department is ex- ty Insurance, the initial product launch focuses on D&0 insurance in
states have asked for financial exam- Without such accommodations, an pected to then seek reaccreditation the health care industry, Mr Baney said In subsequent weeks, D&0
inations from New York's Insurance insurer based in an unaccredited According to the NAIC's latest fig- insurance will be available to additional industry groups, he said

Department to be overseen by an ex- state could jeopardize its hcenses m ures, Ms Senn's departmental budget Royal Insurance Co and Chubb Corp are currently the only partic-
aminer from an accredited depart- other states, the observer said is the 17th largest among lunsdic- ipatmg Insurers, but two other national msurers wlll soon be joining,

ment, he said In addition, others have noted that tions tracked by the NAIC and paid Mr Bailey said He said he also is in contract negotiations with four

A New York Insurance Depart- higher administrative costs may be full-time equivalent financial exam- other Insurers.

ment spokeswoman declined to com- passed on to pollcyholders in the mers between $30,996 and $48,300 m In addition to participating in the reverse auction, rtsk managers ac-
ment form of higher rates 1998 The Washington department cessing the site also wlll be able to learn about vanous business insur-

Washington state regulators and a "In the long run, though, we do said this level was the lowest in the ance products and conduct a rtsk assessment of their organizations
spokesman for SAFECO Insurance thmk it is important for Washington nation Tillmghast-Towers Perrin is providing strategic advice and support-
Cos In Seattle, which underwrites State to be accredited," Mr Southon Some crttics, however, argue the ing a variety of development efforts of theinsuranceXchange com
nationally, either were unaware or said commissioner should have been Dawd Robertson, former senior vp for Marsh, is president and chief
unconcerned about such problems If the department remains unad aware of the problem sooner and tak- operating officer of the new company

For the short term, the depart- credited, its stature in the eyes of oth- en special budgetary steps to remedy
ment's lack of accreditation is not er i egulators could fall, creating a it before now The department dis- USAA taps capital markets again
"that big a deal," said Ed Southon, barner that would result m the loss of agrees, Mr Harkins said
SAFECO's assistant general counsel local insurance industry business, It is an ongoing problem until the SAN ANTONIO--In what has become an annual event, Umted Ser-

for property casualty companies The said Basil Badley, a Washington at- job market changes or the Legislature vices Automobile Assn has turned to the capital markets for a portion

Washington Department could Invite torney who acts as a lobbyist for sev- sees fit to fund these positions," Mr of its catastrophe reinsurance program

an examiner from an accredited state eral Insurer trade associations, m- Harkins said El This year's $200 milhon deal marks the fourth consecutive year San
Antonio-based USAA has used a catastrophe bond deal to relnsure its
hurricane exposure m the Atlantic and Gulf coasts

MEWA unauthorized Insurers, and states can legislation, though, states still had Like the previous transactions, the deal involved selling the bonds

go to court to close them down problems trying to regulate and close through a Cayman Islands-domiciled special-purpose vehicle, Rem-

Some experts say the hkehhood of down self-funded MEWAs before dential Remsurance 2000 Ltd, which used the proceeds of the pnvate

Contmued fl om page 1 that occurring, though, is remote they collapsed One key problem, ac- placement to back a reinsurance contract for USAA

care plan to the employees of a credit "Even if states obtain the filings, it cordlng to aUS General Accounting The one-year contract is triggered if USAA faces pollcyholderloss-

union that is not owned by the com- 15 unhkely that large employers with Office report, was that state regula- es m excess of $1 1 bilhon resultmg from a hurricane of Category 3 or

pany but exclusively serves its work- joint ventures would be the target of tors often had no idea that MEWAs higher strdjng anywhere in 20 Eastern states or the District of
force state regulators," said Henry Saveth, were operatmg within their borders Columbia

Many employers are not aware that an attorney with Wilham M Mercer In response to that report and com- Lehman Brothers Inc and Memll Lynch & Co were co-lead man-

corporate actions such as participat- Inc m New York plaints from state regulators, Con- agers for the offenng

ing in a lomt venture may have result- "My Intuition is that states have gress passed legislation in 199G-now
ed in the creation of a MEWA and the better things to do with their time My gomg mto effect-that requires CIGNA sheds life reinsurers
obhgation to file the new Form M-1 hope would be that states would be MEWAs to file reports with the Labor

"A lot of employers have said, 'Hey, smart enough to reallze that plans set Department Those reports would PHILADELPHIA-CIGNA Corp has sold its U S life reinsurance

this does not involve us,< " said up by large employers are not where give states a central source of infor- business to Life Reassurance Corp of America for $170 million in

Sharon Cohen, a consultant with the problems he Still, there could mation about 1VIEWAs cash

Watson Wyatt Worldwide's Research overzealous regulators," Mr Saveth Employer groups say they are not The units involved are CIGNA's U S Individual and group life rem-

& Information Center m Bethesda, said opposed to the reporting require- surance business and its U S accidental death reinsurance unit To-

Md In fact, the MEWA reporting re- ments Still, they maintam that Con- gether, the three units had premium volume of approximately $100
' Many employers have been late to quirement has its Origins m health gress intended the reports to be filed million in 1999, a CIGNA spokesman said

see this," said Michael Langan, a care coverage scandals in the 1970s, by MEWAs that cover many different Life Reassurance Corp is a Stamford, Conn -based unit of Swiss

technical consultant with Towers followrng the passage of the Employ- employers, and not by large employ- Reinsurance Co

Pemn in Valhalla, N Y ee Retirement Income Secunty Act ers that madvertently fall under the The sale completes CIGNA's transformation from a multillne insur-

At least part of the reason why an ERISA exempts employee benefit definition because they cover a small er to one focused solely on employee benehts "It's the last remnants

employei may not be aware that the plans from state regulation That ex- number of individuals who don't of CIGNA's older approach to the market,' the spokesman said
new reporting Iequliement apphes to emption gave rise to what became work for the company or who are in CIGNA sold its property/casualty operations to ACE Ltd in 1999
it-much less that it has a MEWA-is known as multiple employer trusts joint ventures The company's remaining reinsurance units-including global acci-
confusion about whether a health These multiple employer trusts, A situation where an employer dent, domestic health and non-U S hie and health reinsurance-wlll

cate plan is maintained by a single which were often self-insured and of- maintains a significant stake m a lomt be placed m runoff

employer or by multiple employers ten set up by insurance agents and venture is not one "that the depart- CIGNA Reinsurance division President Francine Newman will re-

Generally, under government rules, others with Insurance sales or mar- ment has historically found to raise tze once the transitions under way, the spokesman said
if one company owns at least 80% of keting backgrounds, were marketed concerns in the MEWA area," wrote
another, the two firms are considered to small employers The trusts Paul Dennett, vp-retirement pohcy Briefly noted
part of the same "controlled" group promised substantially lower rates with the Washington-based Assn of
and constitute a single employer A than those charged by commercialm- Private Pension & Welfare Plans m a A M Best Co downgraded its financial strength rating of PHICO

health plan that covers the employees surers letter sent last week to the Labor De- Group Inc. to B++ from A- The PHICO Group consists of PHICO In-
of the two firms would not be consid- States alleged that the trusts were partment surance Co , Independence Indemnity Insurance Co and Pennsylva-
ered a MEWA illegal Insurance operations But the Mr Dennett is urging the depart- nia Casualty Co Also downgraded was PHICO Re Ltd , a wholly

The Labor Department, though, multiple employer trusts claimed that ment to make clear to employers that owned Bermuda remsurer A unanimous U S Supreme Court ruled
has the statutory authority to issue they were employee benefit plans and they need not file the Form M-1 if last week that Insurers that provide coverage to businesses in

regulations that drop the ownership that, as a result, ERISA pre-emption they are in those merger or acqulsi- bankruptcy reorganization don't have the right to demand that other

percentage as low as 25% to deteI - barred the states from taking any ac- tion situations m which coverage is creditors pay unpaid premiums The case, Hartford Undenunters In-
mine if companies are part of the tion against them At the same time, not extended beyond the end of the surance Co vs Union Planters National Bank, involved about $50,000

same controlled group for purposes of the federal government didn't set any plan year following the year in which in unpaid workers compensation prenuums for coverage provided to
ascertammg whether a MEWA has standards for the plans a merger or acqulsition occurred Hen House Interstate while the company was in reorganization The
been created In this regulatory void, many of the Meanwhile, the Labor Department reorganization of the restaurant chain failed, and Hartford sought to

Uslng a 25% threshold would multiple employer trusts went has provided some lunited relief recover the cost of unpaid premiums from Union Planters, a secured

greatly Increase the hkehhood that, bankrupt, because the premiums While the Form M-1 was due May 1, creditor of Hen House Insurance broker Hilb, Rogal & Hamilton
foi example, a health care plan used charged and reinsurance purchased- those employers who apphed for it Co. has formed an alhance with Pittsburgh-based PNC Financial Ser-
by an employer to extend coverage to if any-was not adequate to cover were automatically granted a 60-day vices Group to sell insurance and employee benefits services to the

the employees of a lomt venture claims That left tens of thousands of fillng ectension bank's middle-market customers California's Senate last week

would be considered a MEWA employees stuck without coverage for In addition, the department, at least passed a bill that would require employers to notfy employees if they
So far, though, the Labor Depart- hundreds of milhons of dollars in un- for the first year that the reporting re- monitor workplace e-mail S B 1822, sponsored by state Sen Debra

ment has not issued regulations that paid medical claims Meanwh_le, the quirement is m effect, is not expected Bowen, D-Marina Del Rey, would require an employer that reads

contam the lower threshold Still, the trusts' operators profited because to take action against any employer worker e-mails to distribute a workplace privacy pollcy to employees
department is aware of the concerns they earned hefty commissions sellmg that, on the basis of a good-faith anal- Rich DeSimone has been named president-global mar·me at the St
that have been raised about the 80% coverage to small employers ysis of the law, determined incorrect- Paul Cos Inc Mr DeSimone previously was a senior vp at Atlantic
controlled group standard As the failzii·e of self-funded multi- ly that it did not operate a MEWA Mutual Cos in New York American Skandia Inc; a Shelton,

Eling out and filing the M-1 Form ple employer trusts mushroomed into and so failed to file the report Conn -based unit of Skandia Insurance Co Ltd , has named Wade

is not difficult, benefit consultants a national scandal, Congress-some- Still, some say the prudent course Dokken as president and chief executive officer Mr Dokken previ-

say But some fear that states could what belatedly-took action Con- of action to avoid penalties is for em- ously was chief operating officer and deputy CEO He succeeds Jan

use the information provided in the gressional legislation passed m 1983 ployers that may have 1\,IEWAs to file Carendi, who is steppmg down from those positions but w>tll remain
reports, which wlll be pubhcly avail- generally made it clear that the mul- the report chairman Moody's Investors Service Inc has placed its ratings of

able, to attempt to shut down self- tiple employer trusts, which leglsla- "When in doubt, fill it out," Watson Reliance Group Holdings Inc. under review for possible downgrade
funded MEWAs tors renamed multiple employer wel- Wyatt's Ms Cohen said following the announcement that Leucadia National Corp would buy

Undera 1983 federallaw, Congress fare arrangements--could beregulat- Others suggest an employer should the ailing insurer Rehance's flexibillty would be limited if the deal

gave the states the authority to regu- ed by states That gave states the clear submit the report but attach a state- collapsed, and Leucadia's commitment to Rehance's creditors is un-

late both self-funded and insured authority to shut down self-funded ment that says that fillng the report known, Moody's noted Moody's also changed its outlook for Leuca-

MEWAs Under many state laws, trusts for operating without a hcense does not mean that the employer is dia to negative

self-funded MEWAs are considered Even after the passage of the 1983 necessanly operating a MEWA <11
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Excerpts from B/'s Daily Online Updates, May 30 - June 2,2000

quiring the groups to malntam collaterallzed re- ance Corp. and Cologne Re are now operating the unit to provide a global "big picture" view
serves, explamed Bill Dyer, chief executive offi- worldwide under a single name, General- of Chicago-based CNA Re's catastrophe-related
cer of Irvine, Callf -based HCP National Insur- Cologne Re. Stamford, Conn -based General Re risk and coordinate the efforts of its multidisci-

l> ance Services Inc, whlch developed the cover- Corp, the holding company for both remsurers plinary experts. Those benefits should provide
4.- , #i- -Zr + ,•55! 65: age If a group becomes msolvent, the reserves and itself a unit of Berkshire Hathaway Corp., for better nsk decisions, more-efficient use of the

.-- are tapped to cover expenses associated with last week announced the name change and a company's capacity and a free flow of CNA
64*- S ./5. I *9 transferring patients to new provider groups, he new management structure for the two compa- Re's capital to those areas of the world offermg

"t - said Provider groups generally must provide ev- mes Gen Re's direct treaty property/casualty the best risk-weighted rates of return, the com-
idence of collateral, either through a letter of remsurance business w111 operate on a regional pany said m a statement. "It provides us a um-
credit or cash deposited m an escrow account basis, with regions divided mto local business form platform for evaluatmg and managing our
payable to the health plan But this new insur- units. In addition, several global business units catastrophe business," Mr. Behnke said
ance product, sold as an endorsement to wil collaborate with the local units All support
provider stop-loss coverage, also will satisfy the units also I GUARANTEE RATINGS Standard & Poor's
reserve requirements, accordmg to Mr Dyer

AP/ WIDE WORLD PHOTOS wdbeorga- Corp. has begun rating mult,hne msurers' abilt-Currently, hmits of upto$5nillionpercontract GeneraICelegile 1?e nized Into ty and wilingness toI DERAILMENT PROMPTS SUITS Residents of are available, and HCP is workmg on assem- global ser- pay financial guaran-
a southwestern Louisiana town who were evac- blmg additional coverage hmlts. Mr Dyer de- vice units tees and credit en- STANDARD
uated from their homes May 27 because of the chned to name the Insurer wnting the coverage. The structure of the 11fe/health remsurance oper- hancements. The tri-
deradment of a cargo tram carrying hazardous ations will remam unchanged. Under the new surance financial en- & POOR'S
chemicals are sumg Union Paciftc Ratlroad. INFLE)[PANDS BENEHTS The National Football management structure, executives in charge of hancement ratings wil
Two class-action lawsuits were filed May 29 m League has enhanced its defined benefit pension six treaty rqions, die global busmess umts and be based on an msurance company's capital, hq-
state court m St I.andry Pansh on behalf of rest- program for assistant coaches. League owners the global service units will report directly to a uidity and commitment to wnte the evolving
dents m Eunice, La, who were ordered to evac- r L fi- - - late last month unanimously member of Gen Re's executive coninuttee, business of credit enhancements and allow m-
uate after 30 of 113 cars m a Union Paclfic tmm agreed to provide an imme- which is made up of General Re Chairman and vestors to assess the insurer's wtllngness to pay,

left the tracks and sparked several explosions. 1*C•,4*'11 diate enhanced early retire- Chief Executive Officer Ronald P. Ferguson and S&P says.The suits seek unspecified damages for any loss- ment pension for assistant five executive vps.
es that may result from the accident. Some of the coaches Under the old plan, , CDC AWARD Margaret E. O'Kane, president
232*discams,=isslnrzmmt==rY litu- assistant coaches did not l AISCONSOLIDATES P/CBUSINESS American ofthe National Committee for Quality Assur-

quahfy for full pensions untd International Group Inc. is reahgning its proper- ance, was given the U S, Centers for Disease
rials A spokesman for Union Pacific said the reachmg age 65; coaches ty/casualty operations to consolidate worldwide Control and Prevention's Champion of Preven-
rallroad's air monitoring equipment showed no who wanted to take an early pension received a servicing of its multinational chents. New York- tion award last week The award recognizes Ms
toxic materials m the air after the flres were ex- reduced payment. Under the new formula, once based AIG is combining the North Amencan di- O'Kane's work as well as the work of the Wash-
tinguished Pole ordered more than 2,000 peo- an assistant coach reaches age 58, he qualifies vision of American International Underwriters mgton-based NCQA m promoting the practice
pie to leave their homes immediately after the for full payments when his or her combmed age with its Domestic Brokerage Group to form of preventive medicine through the NCQA's ac-
accident, most of whom have been allowed to and years of service equal 75. AIG WorldSource Division. The foreign multi creditation and performance-measurement pro-
return The Union Pactfic spokesman said the national division of AIG Risk Management Inc. grams, said Dr Jeffrey R. Harris director of the
cause of the derailment remams under mvestiga- I ERGONOMICS AWARDS Prudential Insurance also wlll become part of AIG WorldSource, division of prevention research at the CDC m
tion. There were two minor miunes related to Co and utility Seattle Cit> Light are this yeark which will be based m New York Gordon Atlanta "We obviously think that prevention
the accident He said no figures were available winners of the Center for Office Technology's Knight has been named president of AIG measures clearly save lives and performance
on damages to the railroad cars, tracks or bridge annual Outstandmg Office Ergonomics Award. WorldSource, and Michael Waitkus will serve measurement hke HEDIS makes prevention
that will ha,e to be repaired The railroad also The award, given m both private-and pubhc- as executive vp of thenew umt. happen. Thls is an occasional award given only
is paymg relocation expenses for evacuees and sector categones, ts based on an ergonomics pro- when someone merits it," said Dr Harris
for environmental cleanup The rallroad is self- gram's breadth, longevity, mnovation and I CNACAT UNIT CNA Re has formed a Global HEDIS, or Health Plan Employer Data and In-
msured to an unidenfed imut and carnes catas- demonstrated results. It also recognizes efforts to Catastrophe Umt to coordinate the manage- formation Set, is used by about 90% of the na-
trophe Insurance above that amount, according share the program's approach with other orga- ment of the company's catastrophe remsurance tion's health plans, according to an NCQA re-
to the spokesman nizations. Formed m 1985 m Alexandria, Va, bustness worldwide The new umt, headed by lease

the Center for Offlce Technology is an associa- Senior Vp Douglas R. Behnke m Chicago, will
I PROVIDER INSOLVENCY COVER A new insur- tion of emplovers and manufacturers dedicated ensure the uniform handhng of suchelements of  70#et#8*8¥0011,88#OCCIPS, vidth*
ance product for provider groups aims to help to improving the office workmg environment CNA Re's cat reinsurance business as pricing, Nes AI,I,pasge'$ he m0 5**le: at www.
msurers and health maintenance organizations and promoting mformed approaches to safety expected loss, risk selection, catastrophic loads
weather the msolvency of such entities. In re- and health issues associated with computers and and aggregate management The unit' s Chicago
sponse to numerous recent msolvencies of mde- office technolcgy. office will work m affiliation with CNA Re /8 mis wee/r': iss#e, /0 00#epated 'pom 00/4
pendent practice associations and other medical catastrophe remsurance staff m London and Sin- news Postings that appeared on me Wea site in
groups nationwide, health plans have begun re- I GEN RE OPERATIONS JOINED General Remsur- gapore, Mr. Behnke said. The remsurer expects me-VI"ls a'001
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BROKERS
Week y Year to date Yeartodate Weekly Year to date Yeartodale

Price Weekly Year to date Yeartodate% change % change High Low Vol (000) Price %change %change High Low Vol (000) Price % change %change High Low Vol (000)

Aon Corp NYS 36.56 44€ 8.59 4641 20.69 2156 Harleysville Group NDO 1694 3.44 1886 20.88 11.63 54 Unltrin NDO 32.50 176 13.62 42.38 3069Brown & Brown NYS
223

4688 331 22.35 46.88 3075 50 HSB Group inc NYS 3075 513 9.06 42.25 21.50 746 UNUM CorpClark Bardes Hddings NDO
NYS 239414.88

15.02
108E 348

2534 56.88
2100 1163 1194 638842 HCC Insurance Holdings NYS 1838 1855 39.34 25.13 8 00 1062

E W Blanch Holjings Inc NYS 25.69 648 58.06 71.75 16 56 803 Vesta Insurance Co NYS
ING Groep N V 594NYS 326

62.06 5323 7.88
5.19 3.44

174 63.94 4681 473
246

Gallagher Arthur J & Co NYS 39.31 0.64 21.43 39.50 2306 482 IPC Holdings Ud NDO 1450 2.52 2.52 2250 975 53
XL Capital Ltd NYS 6100 5.17 1759 67.19 39 00 1743

Hilb Rogal & Hamilton NYS 31.94 344 1305 31.94 1825 106 Hartford Financial Semices NYS 6000 148 26.65 66 44 29 38 3423 Zenith National Ins NYS 24.00 0.26 1636 2669 18 75 33

Kaye Group Inc NDO 5.88 1607 29.85 11.88 5.00 13 John Hancock Financial Service NYS 2300 2.22 3529 2325 1344 3529 INSURERSREINSURERS AVERAGE 313 251
Marsh & McLennan NYS 11081 2.72 1581 11250 61 75 3872 LaSalle Re Holdings Ltd NYS 14.50 11.54 1212 1863 1088 105

BROKERS AVERAGE 0.09 2.55 Lincoln National NYS 3900 348 250 5750 2263 2024 HEALTH MAINTENANCE ORGANIZATIONS
INSURERWREINSURERS

MAIC Holdings Inc NYS 11.56 7.56 4543 2905 1000 88 Foundation Health Systems Inc NYS 1231 423 23.90 20.06 6 25 1758
Marke] Corp NYS 149 75 472 339 19300 111 50 102

ACE Ltd NYS 30.44 1623 8240 35.25 14.06 5356 MBIA Insurance Group
Humana Inc NYS

NYS
581 0.00

59.19
29.01

664
1519 5 56 26551207 71.88 3631 2124

Accel Internatioral Corp NDO 0.63 9.02 3750 2 56 0.50 135 Meadowbrook nsur Group NYS 5.25 2.44 20.00 14.13 4.75 32
Oxford Health Plans NDO 21.88 2.78 72.41 24.38 9 75 14746

Acceptance Insirance Cos NYS 513 513 1087 1594 2.75 144 Metlife NYS 2100 6.33 47.37 21.00 14.25 13103 Pacificare Health Sys NDO 7000 18.52 32.08 98.13 3113 2168
AEGON N V NYS 36.75 -017 23.04 49.13 31 50 721 MMI Cos Inc NYS 994 0.00 1525 17.44 331 0 Sierra Health Services NYS 381 1408 42 99 1625 275
Aetna LIfe & Casualty NYS

262
68.94 7 61 2352 99.88 38 50 7309 Mutual Risk Mgmt Ltd NYS 1750 2.94 4.09 40.50 981 689

AFLAC Inc United HealthGroupNYS NYS 748852.81 381
132 40.94 7925

11.92 54.69 39 38 3927
33 56 2558 Navigators Groip NDO 900 2.13 7.69 16.00 8.63 54

Allmenca Financ al Corp NYS 59.88 1.70 7.64 6481 35 06 1065 We[Ipoint Health Networks NYS
NYMagic Inc

74.88 2.83 1355
NYS 14.19

9700
179 7.58 1950

48.25 1343
1200 8

Allstate Corp NYS 27.94 420 16.10 4075 17.19 8026 HMOs
Ohio Casualty Corp NDO AVERAGE

1219 2.99
106

2412
1584

20.25 1075 594

Ambac Financial Group NYS 5531 7.40 599 6300 3888 1991 Old Republic Irl I NYS 1838 2.80 34.86 2069 1063 1342 ALL COMPANIES AVERAGE 1.43 5.27

American Finamal Group NYS 28.56 6.03 8.29 3681 1838 303 Partner Re Ltd NYS 37.63 0.84 1599 41 44 2838 296
American General NYS 66.13 5.48 1285 82.19 45 63 2524 Penn America Group Inc NYS 9.25 2.78 1935 11.06 663 9

American intl Group NYS 118.63 4.46 971 123.94 7856 9456 PMA Capital Ccrporation NDO 1875 1.69 566 2113 15.50 255

American Safely Insurance NYS 450 0.00 30.77 1000 3.75 110 Philadelphia Ccns Holding NOQ 17.00 1 87 1724 25.19 1081 227
8/Insurance index

Argonaut Group N[)0 1775 2.07 1069 2794 1656 133 PXRE Corp NYS 1481 0.42 1394 19.56 994 79

AXA UAP Group NYS 76.50 851 7.75 7994 53.75 252 Reliance Group Holdings NYS 2.00 21.95 6981 1088 2 00 3256
Baldwin & Lyons Inc NDC) 1725 2.99 22.03 2405 1594 13 RellaStar Financial Corp NYS 51.44 -012 31.26 51.88 23.75 2729
Berkley W A Corp NDO 22.06 1.44

2,300
5.69 28.00 1400 698 RenaissanceRe Holdings Ltd NYS 43.00 118 5.20 43.56 30.88 195

Berkshire Hathaway Inc NYS 59800.00 418 6 60 7440000 40800 00 1
2.250 2,288.38 *7-

Arch Capital Griup Ltd NDO 1538 0.82 21.78 1738 1100 112
Capitol Transamerica Corp NAS 1188 7.95 1801 1525 9.38 13 RLI Corp NYS 3750 733 1029 3881 2625 52 1 2.200
Chubb Corp NYS 69.13 2.98 2275 76.38 4325 5117 St Paul Cos NYS 39.19 5.56 1633 39.19 21 31 3167
CIGNA Corp NYS 89.38 1.85

2,150
1094 9863 6075 2665 SCOR NYS 40.50 4.52 847 56 75 3838 22

Cincinnati Finanial Corp NYS 40.50 125 27.06 4331 26.19 1152 2,100SAFECO Corp NDO 2575 814 3.52 46 75 18 00 2797
Cit,group NYS 66.25 1373 18.97 66.25 40.13 36770 SCPIE Holdings lnc NYS 24.06 158 25.10 3694 2306 NA 2,050
CNA Financial Corp NYS 3563 3.45 851 4531 24.56 362 Seibels Bruce Group NDO 156 0.00 1071 6.25 125 13

CNA Surety NYS 1269 914 2.40 1556 9.75 795 Selective Ins G bup NDO 1881 353 9.45 2250 1463 108

EMC Insurance Group Inc NDO 8.38 4.69 8.22 1338 681 9 Toklo Marine & Fire NDO 55.00 179 698 67 00 45.00 50
ESG Re Limited NOO 4.50 141 35.14 20.06 3.19 153 Torchmark Corg NYS 27.69 548 4.73 38.00 18.75 1170
Enhance Financial Services NYS 1400 5.16 1385 22.63 8.63 277 Transatlantic Hcldings NYS 9056 380 1601 90.56 68.75 50
Everest Reinsura ice NYS 35.31 4.44 5826 35.69 20 50 1143 Travelers Propely Casualty NYS 42.00 0.00 22.63 4200 27.69 0

Fremont General Corp NYS 4.31 2.82 4153 21.44 3.88 1041 Trenwick Group Inc NYS 1538 696 923 3200 1200 246

Frontier Insurance Group NYS 119 11.76 65.45 17.25 063 415 Unico American Corp NDO 6.00 4.00 14.29 1075 4.50 38 4n 4 4/21 4/28 5/5 Sn 2 Sn 9 5/26 6/2
Gainsco Inc NYS 506 -357 581 694 394 146 United Fire & Casualty NDO 1744 0.36 22.93 27.25 16.00 108

Base=100 on Dec 29,1978

Top advancing issues. HCC Insurance Holdings, Pacificare Health Systems, ACE Ltd Leading dechners· Reliance Group Holdings, Kaye Group Inc., Sierra Health Services Most active issue: Coligroup The Bilndex increased 54%, the Dow Jones 30
Industrials went up 4.896, the S&P 500 rose 7 296, and the NYSE Composite increased 4 996 Average P/E Brokers, 20 5, Insurers/reinsurers, 178; HMOS, 13 1

Source CNET Mvestor (Investor cnet corn) Boulder, Colo



These days, smal: corporate nifstakes can ecuate to big insurance risks. That's why you need an
insurance pa-tner who knows vour business inside and out. One that has walked a mile in your
shoes. And one thit can provide the Dest possible coverage, in 130 countries worlew:ce, for
extremely serious matters like emphyment liability.
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