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lacks broad,tort chdnges
WASHIN6mN-House and Senate con-

ferees are expected to release a narrowlk fo-
cused compromise product liability bill in a
matter of days, perhaps even this week.

House Republicans have decided to back
away from their earlier insistence that the
measure contain broad tort reforms, such as
those contained in a bill the House passed
nearly a year ago (BI, March 13, 1995). Ifi- .
stead, the,reform will look much more like a
bipartisan Senate measure passed last
spring (BI, May 15, 1995).

See Updates on next page

Future clouded for health care reform
By JERRY GEISEL

WASHINGTON-Legislation that would
curb pre-existing condition exclusions,
which cleared a big hurdle in the Senate
last month, now faces two new obstacles:

• Strenuous state opposition to an ex-
panded health care bill, H.R. 995, that the
House Economic and Educational Opportu-
nities Committee passed last week. The bill
would pre-empt state authority to set bene-
fit requirements on group plans sold by
commercial insurers and HMOs. And it

would make it easier for small companies to
provide coverage through multiple em-
ployer welfare arrangements, which pri-

Opposition to broad bills may imperil even modest ones
marily would be federally regulated.

• Certain opposition from the Clinton ad-
ministration to an even broader bill GOP

leaders will pursue that would add medical
malpractice changes and medical savings
accounts to the MEWA provision in H.R.
995.

Until now, congressional interest in
health care reform has focused almost ex-

clusively on curbing pre-existing condition
exclusions, which enjoys overwhelming
support in Congress. Many legislators fear
that broadening the effort will trigger
enough opposition to kill any chance of

Turning around
Tennessee comp
Broad package of reforms
would streamline system

By MEG FLETCHER

NASHVILLE, Tenn.-Tennessee employers, insur-
ers and employees are hopeful that the state's work-
ers compensation environment will soon improve, fol-
lowing the planned introduction this week of wide-
ranging legislative reforms.

Employers and insurers particularly favor proposed
reforms that would require insurers to use loss cost
rather than fully developed rates, streamline the rate
approval process and require mandatory benefit re-
view conferences in some cases.

A labor union spokesman said employees especially
favor proposed reforms to cut delays in paying bene-
fits, enhance safety and tighten fraud rules for all
participants in the system.

The proposed "Workers' Compensation Reform Act
of 1996" consists of 72-pages of amendments, which
were developed over the past six months by a 14-
member, joint legislative study committee.

Legislators plan to add the amendments to S.B.
2539 and H.B. 2425, which already were introduced
as a vehicle for these amendments. Both bills are ex-

pected to be passed and combined before the legisla-
ture adjourns in mid-April, so a single bill can be sent
to the governor for approval.

 The most active opposition is expected from attor-
, See Tennessee on page 21

empiessee remedy
Streamline rating so that onlvithe insurance

commissioneristapprovalwouldlbe neeaed
for aavisory prospective loss costs, and any
residual market rates.

Deny claimants access to the courts until afte

a benefits review conference, so long as uch
conferences could be scheduled ithin 30

days of a request. Settlements W6uld be.sublect
to approval by tne commissioner of labor.

Cap attorneys fees for each party in some
cases resolvedlbetore trialfat the lesser of

20% of any award, or $10;000.

GRAPHIC BY KYLE LOCKWOOD

passing health care legislation this year.
A curb on pre-existing medical condition

exclusions is at the heart of a modest health

care bill, S. 1028, that the Senate Labor and
Human Resources Committee unanimously
approved last year. The full Senate is ex-
pected to approve the bill next month after
several GOP senators stopped blocking
Senate action last week.

While the Senate proposal has attracted
little opposition, the measure passed by the
House committee already has triggered sig-
nificant opposition.

State insurance regulators, recalling the

wave of MEWA failures that took place over
the last 15 years, leaving hundreds of thou-
sands of employees stuck with millions of
dollars in unpaid medical bills, vehemently
oppose provisions that would expand ME-
WAs.

The MEWA provision "opens up an op-
portunity for scam operators to operate in a
'nether world' of loose federal standards

with little or no meaningful oversight,"
warned Josephine Musser, vp of the Na-
tional Assn. of Insurance Commissioners

and insurance commissioner of Wisconsin,
in a letter to the committee.

If state laws setting benefit requirements
See ERISA on page 4

New heights for satellite risks
Rising demand

will test capacity
By GAVIN SOUTER

1996 is set to be a big year for satel-
lite owners and their insurers.

The debut of the Ariane 5 launch ve-

hicle, which has a greater cargo capac-
ity than other launch vehicles, could
test the insurance market's capacity
by taking as much as $600 million of
hardware into space in a single shot.

And the first launches of Western

commercial satellites on the Russian
Proton launch vehicle will clear a

backlog of launches while adding a
new twist for insurers as they evaluate
the compatibility of Western and Rus-
sian technology.

Complementing the increase in
available launch vehicles is an in-

crease in demand for satellite

launches.

Many insurers are betting that the
opportunities in 1996 will be as profit-
able as 1995 and are increasing capac-
ity and lowering rates.

Some of their initial optimism,
though, was tempered by the loss of a
$218 million Intelsat 708 satellite after

its launch vehicle, a Chinese Long
March rocket, exploded last month

Year

1992

1993

1994

1995

1996*

Satellite insurance market

heading into orbit
($ in millions) 1992-1996

Earned

premium

$329.9
319.6

587.6

809.8

147.7

' As of March 1

Source. Space Risks International

Paid and

incurred

losses

$273.5
195.5

757.2

230.0

218.7

(BI, Feb. 19). That loss already out-
strips earned premium for satellite in-
surers in the first two months of the

year (see chart).
And pending claims from three par-

Ual losses last year could drag down
the outstanding underwriting results
of 1995, underwriters say.

Among these is a $41.6 million claim

Experts see dire fallout
from finite risk programs

By RODD ZOLKOS

Some buyers of finite risk insurance
programs may be in over their heads,
several industry experts fear.

Executives with companies that un-
derwrite the programs and other firms
that help arrange them are concerned
that some companies entered into the
increasingly popular programs with-
out fully understanding their expo-
sures to catastrophic losses and
that some risk managers have simply
overestimated their organizations' ap-

petite for risk.

The executives say that some compa-
nies have already "blown through" fi-
nite risk coverages and expect other
embarrassments in the future. They
declined to discuss specific cases.

Those concerns are by no means uni-
versally shared, though. Other execu-
tives with companies that underwrite
the programs, and several risk manag-
ers-including those with complex fi-
nite risk programs in place-contend
that most buyers understand and
adequately manage the risks they are

No. of

satellites

lost

2

2

4

2

1

Insured

satellites

19

18

22

26

6

No. of

launches

15

17

18

24

5

GRAPHIC BY KIM ROME

filed last week for a Palapa Cl satel-
lite that was launched last November

and has four failed transponders,
which send electrical signals back to
Earth.

Despite the pending claims, 1995
was an exceptionally profitable year
for satellite insurers after a disastrous

See Satellite on page 12

assuming.
"Most risk managers will not enter

into a contract without a full under-

standing," said Richard M. Inserra, as-
sistant treasurer of Union Carbide

Corp. in Danbury, Conn. "I think any
underwriter and risk manager and in-
termediary who is working on a pro-
gram like this has a pretty good under-
standing of it."

"I think before a risk manager
would approach the marketplace with
an idea like that, they would've done
their own analysis and once they did
go to the market they would benefit
from the analysis of their broker and
the underwriter," said K.C. Kidder, vp
and risk manager at Norwest Corp. in
Minneapolis.

"I don't know how you'd miss the
See Finite on page 11
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Updates
Product liability compromise
Continued from previous page

That bill, S. 565, calls for, among other things, a cap on punitive
damages in product liability cases at $250,000 or double compensatory
damages, a uniform evidence standard for punitive damages, replace-
ment of joint and several liability with proportional liability and a
limit on the liability of sellers who did not alter goods that were the
subject of a product liability suit.

The compromise bill will be reported out of the conference commit-
tee in a "matter of days rather than weeks," said one source close to
the negotiations. Proponents believe a narrow product liability bill
would be better able to withstand a Senate filibuster than would a

broader tort: reform measure (BI, Jan. 1).

Turf war over Lloyd's suits
LOS ANGELES-In a turf battle with other state officials, Califor-

nia's insurance commissioner is urging a federal judge to dismiss a se-
curities lawsuit against Lloyd's of London brought by the state's De-
partment of Corporations on behalf of aggrieved members.

Those members "are not 'investors,' they are insurers," said Chuck
Quackenbush, who asserted his authority under the McCarran-Fergu-
son Act to regulate insurance business in the state. Also, the members'
"insurance undertakings are not subjet to the Corporations Code and
are not 'securities' within the meaning of the Corporations Code."

"The insurance commissioner's regulatory reach is considerably
broader than and superior to that of the corporations commissioner,"
Mr. Quackenbush contends.

In the suit against Lloyd's, which is similar to actions brought by six
other states, corporations regulators charged that Lloyd's membership
constitutes an investment and that Lloyd's violated state sectuities
laws by recruiting members in California without regulatory approval.

The suit, filed in U.S. District Court in Los Angeles, seeks to stop
Lloyd's from drawing down on members' letters of credit and to freeze
the $10 billion in the Lloyd's American Trust Funds (BI, March 4).
Freezing the LATF would stop payments to insurance and reinsurance
policyholders in California, Mr. Quackenbush said.

Judge slashes attorneys' fees
CINCINNATI-A federal judge's cutting of plaintifs attorneys' fees

in a class-action settlement over alleged defects in the Bjork-Shiley
heart valve could signal a ttend toward giving plaintiffs a larger share
of similar settlements in the future.

But, Stanley Chesley, a partner at law firm Waite, Schneider, Bay-
less & Chesley in Cincinnati, said the niling won't affect future suits
and that he will seek clarification of U.S. District Judge John F. Nan-
gle's dramatic reduction of attorneys' fees from the amount requested.

The 1992 settlement, estimated at $165 million, involves about 50,000
recipients of the Bjork-Shiley heart valve manufactured by Shiley Inc.
of Irvine, r'Alif, a subsidiary of New York-based Pfizer Inc.

Although the plaintiff's attorneys requested $30 million in fees, the
judge last week awarded them $10.2 million, plus $6.3 million over the
next 10 years, Mr. Chesley said.

Some see the ruling as part of a trend toward changing the way fees
are set. "I think it's another example of a move toward ensuring that
fees are provided on the merits, not simply on a mechanical percent-
age," said Victor Schwartz, a defense attorney with Crowell & Moring
in Washington, who was not involved in the Bjork-Shiley case.

But Mr. Chesley disagrees. "It's crazy. Judges make fee determina-
tions all the time," he said. "What, lawsuits aren't going to be filed
anymore? Corporate America fascinates me--'Oh, my gosh! Nobody's
going to file a lawsuit anymore!'"

Best downgrades The Home
OLDWICK, N.J.-AM. Best Co. has downgraded the rating of The

Home Insurance Co. to B- from B+, saying it is one of the weakest
large insurance companies to recently go into runoff.

"Home is clearly one of the weakest large runoff companies," said
Eric Simpson, vp in the properly/casualty department at Best.

In particular, he said, The Home has been slow to establish adequate
asbestos and pollution reserves, though the company is substantially
adding to its reserves from its surplus.

Zurich Insurance Group took over The Home's profitable business
last year and placed the remaining business into runoff after promising
to pay up to $1.59 billion through a reinsurance program if The Home
ran out of cash to pay claims (BI, June 19, 1995).

"Economically, Home's situation has not changed much (since the
runoff)," Mr. Simpson said. But, he said, Best has compared its restruc-
turing to several other recent plans and found that "The Home stacks
upprettypoorly."

Briefly noted
Centre Cat Ltd. has changed its name to CAT Ltd. to differentiate it

from Centre Reinsumnce (Holdings) Ltd... .Gilles Laporte has been
named president and CEO of SOREMA International Holding, replac-
ing Pierre D. Croizat, who has left the minsurer. Mr. Laporte is dime-
tor general of GROUPAMA of Paris, SOREMA's parent.

Errors & omissions

• In the March 4 directory of risk management consultants, T.E.
Brennan Co. was incorrectly listed as having begun risk management
consulting in 1985. The company actually began consulting in 1895.

• Due to an editing error, CIGNA Properly & Casualty Insurance
Co.'s premiums-to-surplus ratio was misstated in a March 4 Perspec-
tive. The ratio is actually 1.3-to-1.

OSHA overhaul less likely
Scaled-back reforms may still emerge from Congress
By MARK A. HOFMANN --

WASHINGTON-The chances

for significant reform of the Occu-
pational Safety and Health Ad-
ministration this year are growing
slimmer as the chief House spon-
sor of reform legislation admitted
that he does not have the votes to

override a promised presidential
veto.

Reform proponents, however,
are refusing to throw in the towel
and hold out some hope that a
milder reform proposal could win
congressional approval. Such a
proposal won the approval of the
Senate Labor and Human Re-

sources Committee last week on a

9-7 strict party line vote. Among
other things. S. 1423-the OSHA
Reform and Reinvention Act-

would significantly reduce penal-
ties for minor OSHA violations,

codify a number of ongoing OSHA
initiatives and prohibit the use of
quota systems for OSHA inspec-
tions and citations.

But the vote came only after
days of confusion over whether
the necessary quorum had earlier
approved or defeated specific
amendments when it first consid-

ered the bill on Feb. 28.

In fact, the committee couldn't
muster a quorum twice last Mon-
day, as its chairman-Sen. Nancy
L. Kassebaum, R-Kan.-tried to

get a vote on S. 1423. But when
the committee finally did convene
the following afternoon, the Re-
publican majority held firm and
defeated all but one Democratic

amendment to the bill, while reaf-

firming its support for two GOP
arnendments.

In a somewhat unusual maneu-

ver, the bill's chief sponsor-Sen.

States eye CIGNA plan
Missouri stance sparks calls for deals

By DAVE LENCKUS

Two more state regulators are in
the hunt for a deal similar to the

one the Missouri department got
from CIGNA Corp., which the de-
partment says would allow Mis-
souri policyholders to decide
whether their long-tail liabilities
will be covered by CIGNA's new
runoff operation.

However, CIGNA denies that

Missouri policyholders will have
any more rights than other policy-
holders and continues to meet with

state regulators to explain its re-
structuring plan.

Oregon Insurance Director Kerry
Barnett last week sent a letter zo

CIGNA stating, "Oregon's policy-
holders deserve no less than Mis-

souri's."

A week earlier, the Mississippi
department reserved its right for a
similar deal. But, Mississippi may
not spend limited department re-
sources to pursue that request if it
determines there are an 'insignifi-

cant" number of policyholders
with long-tail claims in the state,
said Deputy Commissioner Ron
Hanna.

CIGNA already faces a Tuesday
deadline to respond to Michigan's
request for deal that would provide
similar policyholder choice, plus
additional protection.

Regulators in Colorado, Georgia
and North Carolina also say they
are trying to negotiate various poli-
cyholder protections with CIGNA.

Regulators in Michigan and
North Carolina say their actions
are fueled in part by notices from
their state guaranty funds that
they probably would not respond if
the runoff entity fails.

A CIGNA spokesman in Phila-
delphia said the insurer continues
"to work with regulators to resolve
any difficulties they have with the
plan approved by Pennsylvania
and the domiciliary states."

The Pennsylvania department
approved CIGNA's reorganization

See Missouri on page 22

Directory deadlines near
Business Insurance will publish its annual directory of captive

management companies in the April 22 issue, which also will con-
tain a Spotlight report on domestic and foreign captive domiciles.

To be listed, organizations must complete a BI questionnaire.
The questionnaire also includes a section for companies that
would like to appear in a June 3 directory of policyholder-owned
alternative risk financing facilities and rent-a-captives.

If your company provides captive insurance company manage-
ment services, manages an alternative risk financing facility or of-
fers rent-a-captives and you have not received a questionnaire,
please request one from Assistant Directory Editor Richard Trout
by calling 312-649-5483. The deadline for returning question-
naires is March 20.

Inside
• Congress should find another vehicle for a proposal
that would pre-empt state benefit mandates, this week's
editorial says. PAGE 8

• A managing agency's acquisition of a U.K. insurer re-
verses a trend in the London market. PAGE 17

• Insurers' "magic show" is entertaining-so far, writes
columnist Myron Picoult. PAGE 23
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Judd Gregg, R-N.H. moved that
the committee reconsider an

amendment it approved a week
earlier. That amendment, offered
by Sen. Paul Simon, D-Ill., would
have disqualified employers that
have a "pattern or practice" of se-
rious health and safety violations
from receiving federal contracts
for up to three years (BI, March
4). The amendment was defeated
the second time around, though
the committee did approve an-
other Simon amendment that

would extend the Occupational
Safety and Health Act's purview
to include federal, state and local
government employees.

But such action is unlikely in
the House of Representatives this
year, said Rep. Cass Ballenger,
R-N.C., chairman of the House
Economic and Educational Op-

See OSHA on page 22
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Superfund
reform vote

may be near
By MARK A. HOFMANN

WASHINGTON-The House

Commerce Committee could vote

as early as this week on a revised
Superfund reform bill that would
eliminate retroactive liability for
the overwhelming majority of po-
tentially responsible parties.

The measure, a revised version
of H.R. 2500, the Reform of Su-

perfund Act sponsored by Rep.
Michael Oxley, R-Ohio, is winning
praise from business and insur-
ance groups. The reforms were
first outlined by Commerce Com-
mittee Chairman Thomas Bliley,
R-Va., in January (BI, Feb. 19).

Environmental groups, how-
ever, oppose the measure, and
House Democrats-and the

Clinton administration-have not

signed off on the proposal, which
was formally unveiled last week.

"We want bipartisan Superfund
reform in 1996. It's the top prior-
ity of the Commerce Committee,"
said a congressional staff source
who did not wish to be identified.

"We have hopes of going forward
(the week of March 12)."

But the committee has other

pending business that could slow
the schedule. In addition, Repub-
licans on the Commerce Commit-

tee have not yet received any spe-
cific counterproposals from their
Democratic colleagues or the
White House, the source said.

The source stressed that the

proposal was not final and ould
be altered if Democratic members

ortheadministration offered

See Superfund on page 6
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Investing in employee wellness Engineering
Companies see big returns from offering preventative benefits

By DEBORAH SHALOWITZ COWANS erably, according to Mr Ahsmann
new methods

From 1994 to 1995, health care costs per employee fell
CHICAGO-You've got to spend money to make money 17%-without any changes in the health plan In that same
That's the approach two suburban Chicago companies are period, he said, hospital admissions were off 22%, the aver-

taking in their wellness programs Thinking that participa- age length of stay was down 29%, and long-term disability to manage risks
tion ultimately reduces health care costs and produces claims fell 40%
other benefits, Superior Coffee & Foods and Fel-Pro Inc See Wellness on page 13
are offering employees monetary rewards to participate

Financial services meet insurance
Superior Coffee has had wellness programs since the

early 1980s, Lee Ahsmann, vp of human resources, said late By JOANNE WOJCIK
last month at a conference sponsored by The Wellness Plan- Pay and play
ning Coalition, a group of several health associations

SAN FRANCISCO-The bndging of the insurance
Percentage of large employers

Executive physical exams were the first wellness benefit and financial services industries to open a new arena
using wellness incentives

the Bensenville, Ill -based company offered
called "financial engineering" is increasingly changing

Since then, the company has broadened its efforts, adding the structure of risk management, experts say

health risk appraisals, smoking cessation programs, exer- 1992 14% c € Today, "the spectrum of,risk is much broader than
14 6 3f 1,1, j %cise rooms with equipment at plants, flu shots, nutritional .

we traditionally deal with in the insurance industry,"

information programs, educational programs on medical
h . %

*#. ,1995;1 ;18% 6
said Tobey Russ, president of New York-based AIG

self-care, training in emergency medical procedures, pros- .%

Global Risk, during a session on alternative risk fi-

tate screenings, pap smears and mammography exams,
nancing at the annual National Insurance Leadership

sponsorship and support for local employee sports teams . 4'ar
19 : .411>5 '1 Symposium last week, hosted by Russell Miller Inc

and prenatal care programs
L

35%.7 Companies face exposures in a variety of areas that

Over the past three years, the average annual tab for the
go beyond pure risk, including credit, interest rates, 11-

programs has been about $125,000
Source Hewitt Associates LLC quidlty, currency, derivatives, commodities and raw

The wellness initiatives have cut health care costs consid- GRAPHIC BY KYLE LOCKWOOD
materials, as well as the capital markets

By marrying financial and insurance services into fl-

Speculating on court appeals
nancial engineering, insurers can create new products
tailored to these types of risks, he said

This engineering combines corporate finance, com-
mercial banking, investment banking, risk manage-

By JUDY GREENWALD Investor gives plaintiff
share of any lawsuit ment and insurance into a single discipline designed to

The cases it has taken to date "run reduce a company's pure, financial and busmess nsk,
SAN FRANCISCO-The practice of immediate funding the gamut" of civil litigation, said Mr to reduce the cost of financing, to gain some tax or ac-

buying shares of winning lawsuits that Zimmerman, explaining that Judg- counting benefit or to exploit a market inefficiency

are on appeal could lead to higher set- to continue appeal ment Purchase does not actively de- Financial engineering, which produced revolution-

tlements in civil cases, observers warn fend the cases itself ary products like zero coupon and Junk bonds in the

Although legal obsgrvers say only pated, lt loses all or part of its invest- Judgment Purchase Corp is owned commercial finance arena, will have a similar effect on
one company is known to be doing it ment by Mr Zimmerman, another lawyer insurance products, Mr Russ said

today, they expect copycats to appear Its president, attorney Alan Zim- and additional investors "It also has impacted the retail world quite a bit,"

if it is successful merman, says the company already Supporters say the company helps he said, pointing to adjustable rate mortgages, cash

San Francisco-based Judgment Pur- operates in California, Connecticut, financially strapped plaintiffs who management accounts and individual retirement ac-

chase Corp , which has been in opera- New Jersey, New York and Pennsylva- may not be able to afford to wait the counts

tion for about a year, gives plaintiffs nia and is setting up operations in year or two it generally takes to appeal Many compames already are adapting to a more so-

money in exchange for an agreement Florida a case The possibility of having out- phisticated risk management playing field

to collect a portion of any eventual So far, it has invested in about 20 side investors step m allows them to "We've got a lot of new risks at Microsoft," said
award or settlement For instance, cases, of which two have been settled refuse what they may regard as unrea- Scott Lange, director of risk management for Red-

Judgment Purchase may pay $100,000 for undisclosed amounts sonable settlement offers from wealthy mond, Wash -based software giant Microsoft Corp

for a 25% share of a $1 million award The company selects cases where defendants It also helps them afford "The result is that maybe 30% of the risks my com-

that is being appealed awards are at least $300,000, the de- to hire qualified appellate lawyers, pany faces are risks that I'm unable to do something

Assuming the award lS either ulti- fendant has deep pockets or posted an who normally do not work on a contin- about in the insurance market "

mately upheld or there is a settlement, appeal bond, and the winning plaintiff gency fee basis As a publicly traded company, earnings risk is per-
Judgment Purchase pockets the differ- lS committed to defending the judg- "They're not pressured to settle for a haps the biggest one Microsoft faces "From a corpo-
ence, if any, between the $100,000 and ment and to earmarking funds for nominal or less than fair value settle- rate standpoint, you've got a limited number of op-
the 25% share of whatever amount is qualified appellate counsel Consult- ment because they need cash," said tions," he said "Really, there's not too many risk fi-
eventually distributed ants in each state help select the cases Mr Zimmerman Instead, he said, nancing alternatives out there "

Of course, if the award is overturned So far, Judgment Purchase Corp has cases can be settled on their merits See Engineer on page 11

or settled for less than the firm antici- not invested m greater than a 25% See Settlement on page 19

Guaranty plans to fund ADA compliance without cost
sale of defunct insurer Study catalogs Sears' cost-effective accommodations

By ROBERT KAZEL quired to follow ADA's Title I

MetLife to assume book of business The study lS the second of two on Sears' ADA ac-
A woman applies for a job at Sears, Roebuck & Co commodations done by researchers at Northwestern

By DOUGLAS McLEOD and is told that to help maintain the company's University As an example of a low-cost accommoda-
drug-free workplace, all workers must undergo a tion, Mr Blanck cites the Job applicant who needed

NEW YORK-State life and health guaranty associations are pre-employment urinalysis dialysis, an accommodation which required nothing
about to take the biggest one-year hit in their history to fund the But the job applicant is a kidney dialysis patient of Sears but flexibility
takeover of a defunct life insurer's business and tells Sears she lS unable to complete the drug "This may sound like a no-brainer, but for a large

Guaranty funds in 23 states have agreed to put up $402 million screen Company officials have a choice adhere company to modify its core business principles is not
to back Metropolitan Life Insurance Co 's assumption of more closely to policy, make no exceptions and turn her a simple thing,- Mr Blanck said "The simplicity of
than 24,400 annuity contracts and life policies of National Heri- application down-and risk a citation under the 1990 See ADA on page 21

tage Life Insurance Co Americans with Disabilities Act-or hire her

National Heritage collapsed in 1994 and was ordered into liqul- Sears hired her

dation last November amid charges that former officers and oth- Such decisions should not be viewed as weakness
ers looted it in a variety of fraudulent schemes or capitulation, a new report by a University of Iowa Easily accommodated

Other failures have produced larger long-term losses for the law and psychology Sears spent little or nothing on most of the 71
guaranty funds But none has created a bigger one-time liability professor says Rather, accommodations under the ADA that it made
than National Heritage, which has virtually no liquid assets to Peter D Blanck extols

contribute to the assumption plan, said the National Organization Hotel contests ADA from 1993 through 1995
Sears, which cooper-

of Life and Health Insurance Guaranty Assns charges .......Page 21 ated with his study, as
The insurer's hquidator, meanwhile, is charging in several law- a company that not t

suits that tens of millions of dollars of National Heritage assets only has complied with
were mphoned out by former officers and numerous other compa- the ADA's require-
nies and individuals

Less than $100
ments but has "transcended" them-and come out 17%

Noco*-
One of those officers, former Treasurer David L Davies, was re- way ahead financially in the process

72%

cently indicted on charges that he engineered fraudulent loans The ADA requires companies to make reasonable 1 $100 to $4991'4. -
Erom National Heritage to companies he secretly controlled, in- accommodations to hire and keep qualified employ-
cluding loans used to purchase stock in the insurer's parent

A federal investigation of National Heritage continues, and
ees

Based on 1993 to 1995 data, Mr Blanck found that 922*r -'
more indictments are expected most accommodations under the law cost Sears noth-

Founded in 1981 and licensed in 23 states, National Heritage ing (see chart) and the average workplace accommo-
was a Delaware-domiciled unit of Lifeco Investment Group Inc $500 to $1,000 1%

dation for a disabled person cost only $45 That com-
See Collapse on page 21 pares with an average of $121 for accommodations

Source Peter 0 Blanck

made from 1978 to 1992, before employers were re- GRAPHIC BY KIM ROME
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Continued *om page l
were pre-empted, individuals in
group plans sold by commercial in-
surers would lose important cover-
ages, several committee Democrats
said last week.

Rep. Gene Green, D-Texas, noted
that until the Texas Legislazure took
action several years ago, health in-
surers in the state would not provide
coverage to infants until they were
at least 14 days o.d

"Insurance policies that help con-
sumers would be pre-empted" under
the bill, Rep. Green said.

Rep. Harris Fawell, R-Ill,, the chief
sponsor of the legislation, dismissed
both those criticisms. He said ME-

WAs would have to meet a number

of conditions, such as be set up by
bona fide trade associations, to be
exempt from sta-e regulation.

Exempting fully insured plans

torn state mandated benefit laws
would make health insurance more

affordable for small companies. Em-
ployers large enough to self-insure
their benefit programs are exempted
from state benefit laws by the Em-
ployee Retirement Income Security
Act, while small employers purchas-
ing policies from insurers are not.

That system "discriminates against
:he little guy....It makes no sense,"
said Rep. Fawell. And, he said, many
state-mandated benefit laws are the

result of special interest lobbying
rather than sound public pclicy.

Besides state opposition to Rep.
Fawell's bill, the other new cbstacle

to scaled-back health care legislation
is even broader opposition to a more
ambitious plan by GOP leaders.

Rep. J. Dennis Hastert, R-Ill., an-
nounced last week that the GOP

leadership will seek a bill that would
include the MEWA provisicn from
the Fawell bill, medical malpractce
reforms and tax-favored medical

SOME RISKS CAN ON[Y BE HANDLED
BY AN EXPERT. THAT"S WHY YOU NEED

A HORSE OF A DIFFERENT COLOR.

savings accounts.
E the House does pass such a

broad bill, it could complicate the
chances of any health care reform
legislation being enacted into law
this year. That is because:

• If the Senate passes the scaled-
back pre-existing medical conditions
bill, a stalemate could develop when
congressional negotiators try to iron
out differences in the Senate and

House bills.

• If conferees agree on a bill re-
sembling that of the House, it could
face a presidential veto. While Presi-
dent Clinton has embraced the Sen-

ate's pre-existing medical conditions
legislation, the administration is op-
posed to MSAs and is cool to medi-
cal malpractice changes.

In addition, as a former governor,
President Clinton could be sympa-
thetic to the concerns of state regula-
toIs over a dilution of their authority
to regliate MEWAs or pre-emplang
state-mandated benefit rules.

"Things have been really muddied
up," said Stuart Brahs, vp-federal
government relations in Washington
for The Principal Financial Group.

Still, despite the potential road-
blocks, business lobbyists believe Re-
publicans and Democrats can come
together and pass a reform bill.

"No one wants to be blamed this

year for scuttling health care re-
form," said Leslie Pryor, senior di-
rector of government relations for
the National Assn. of Wholesaler-

Distributors in Washington.
Like the bill awaiting action by

the full Senate, the Fawell bill would
curb pre-existing condition exclu-
sions. Group health care plans would
be allowed to exclude coverage for
up to 12 months for a pre-existing
condition, which is defined as one
that is treated within six months of

an individual joining a health plan.
However, the 12-month period
would be offset by the amount of
time a new employee was covered
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under previous health care plans.
Unlike the Senate measure,

though, the Fawell bill would not
also curb pre-edsting condition ex-
clusions for employees who lose
group coverage and purchase indi-
vidual policies.

Under the MEWA provisions of
the Fawell bill, self-funded ME-

WAs-a mechanism for groups of
small employers to jointly finance
health care benefits for their employ-
ees and dependents-would be ex-
empt from state regulation as long as
they received a special exemption
from the Labor Department.

To receive this exemption, a
MEWA sponsor, among other things,
would have to be operating for at
least three years and would have to
be a trade association, chamber of

commerce or similar organization.
The purpose of these trade groups
would have to be other than provid-
ing health insurance. Collectively
bargained multiemployer plans also
would have to meet new requirE-
ments to be exempt from state regu-
lation.

That requirement is aimed at re-
ducing a repeat of earlier MEWA
problems in which individuals, often
with insurance sales backgrounds,
set up MEWAs for members of a
trade association that the salesmen

themselves helped to organize.
Under the Fawell bill, the Labor

Department would set regulatory
standards for these MEWAs, though
federal officials could call on state

insurance departments to enforce
those requirements. EI]

PBGC to enforce

law requiring
disclosure

WASHINGTON-The Pension

Benefit Guaranty Corp. this fall will
survey employers with underfunded
pension plans to see if they are com-
plying with a federal law that re-
quires companies to provide partici-
pants certain information.

Under that 1994 law, employers
with pension plans that are less than
90% funded have to provide an an-
nual disclosure statement to partici-
pants explaining the funding level of
their plans and the federal benefit
guarantees if the plans are termi-
nated.

Employers will have to explain:
The percentage of promised benefits
that are funded; that if the plan ter-
minates, some participants may lose
benefits; the maximum monthly ben-
efit that the PBGC guarantees.

Employers with underfunded
plans will have to explain that the
PBGC does not guarantee certain
benefits, such as health and life in-
surance. They also will have to ex-
plain that benefit increases promised
by them are only partly guaranteed.

About 3,000 large employets-
companies with at least 100 partici-
pants in pension plans-began send-
ing out disclosure notices last De-
cember. About 4,000 underfunded

plans with fewer than 100 pal-Iici-
pants will begin distributing notices
later this year. These plans cover
about 4 million participants.

The PBGC survey will be sent to
about 600 employers. The PBGC will
ask plan administrators if they have
sent out the required notices and to
send the agency a copy.

Beginning in September, employ-
ers with underfunded plans will cer-
tify whether or not they have distrib-
uted the disclosure statement by
checking a box on the forms they
use annually to pay PBGC tennina-
tion insurance premiums. If compa-
nies fail to provide disclosure notice,
the PBGC can impose fines ranging
from $25 per day to as much as
$1,000 per day, depending upon the
reasons for non-compliance.

-By Jem/ Geiset
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Study eyes priorities in choosing health plan
By ROBERT KAZEL

Large emplorers increasingly a:·9
using more sophisticated measures 2,1
judge the value of health care plans,
but companies with fewer than 1,0(10
employees still focus mainly c,n
plice, a new sun'ey says.

Reseax). by consultant Wat:c,n
Wyatt Worldwirle found tha. whili
46% of large canpanies-those wish
at least 10,000 employees-had
adopted criteria for health plans
based on Eccrectation, among small
compames-those with few€r than
1,000 workerthe proportion was
only 15%. While half of the 2orns,-
nies used perfcrmance measures 70
evaluate plans, six out of 10 small
companes did rot.

Virtuall> all the companies sa-d
plan cost was important. Also cited
most frequently as key selectcn iri-
teria were services to employees, ser-
vices to :Re employer, utilization
data and access for employees,

Employ€rs overall were mcre con-
cemed with routine issues, such as

ease of changing primary care physi-
cians or getting a membersh.d card
and how cuickly plan operators an-
swered telephones, than with clinfel
qualifications such as the nuinber If
board-certified doctors in a network

Some companies reported using
state-of-th3-art health plan measus

ment tecnniques, but th.s w::

4

1.. r

'K

4

Benefit Beal

mainly the case among large firms.
HEDIS, or Health Plan Employer
Data & Information Set, a system
used to evaluate the relative value of

health plans, was identified by 81%
of large employers as useful but only
by 10% of small companies.

"The big guys are just more so-
phisticated," said Dr. David Friend,
global director of Watson Wyatt's
health care consulting practice. "It
was shocking that eight times the
number used HEDIS among large
companies than smaller."

The survey, which was co-spon-
sored by the Washjngton Business
Group on Health, may persuade
some benefit managers to consider
criteria besides price when choosing
a health plan or else risk overpaying
for a lesser product, Dr. Friend said.
Alternatively, companies should of-
fer employees more than one health
plan from which to choose, he said.

"If you only buy based on cost,
then the only car that you'd ever be
sold would be a Yugo," he said. "Our
message to the typical benefit man-
ager is just don't pick the plan with
the lowest cost. That's doing your
employees a disservice. We want the
buyers to start demanding more
from their health care providers."

S:

The report, "Is Cost Everything?
Getting Value for Your Health Care
Dollar," is available for $100 from
Watson Wyatt; call 800-243-1349.

Prescription drug use
CYPRESS, Calif-A prescription

benefit management company says it
succeeded in persuading doctors in
two large medical groups to recom-
mend over-the-counter medications

instead of certain prescripton drugs,
saving an estimated $15,600 over the
past six months.

The company, Cypress, Calif.-
based Prescription Solutions, says
the program was unique because it
focused exclusively on the substitu-
tion of over-the-counter drugs for
prescription drugs and enlisted the
close cooperation of physicians.

In the program, physicians in two
medical groups affiliated with Pre-
sci*tion Solutions' HMO parent,
PacifiCare Health Systems Inc, were
asked to recommend over-the-

counter antihistamines for conditions

like seasonal allergies, and non-ste-
roidal anti-inflammatory agents for
acute pain like muscle sprains.

Doctors who agreed were provided
with manufacturers' "starter kits" of

the over-the-counter remedies so

they could give patients free quanti-
ties of the drugs during office visits.

"Since so many products have

It should. And now there's a designation that

will do just that: RPLU (Registered Professional

Liability Underwriter). It's an important

designation for anyone whose business is

impacted by Professional Liability issues. You

can earn your RPLU by completing a five-

course program that will make you even more

technically competent and productive in the

ever-changing field of ProfessionalitioISility:--.

So call for more information today,Beeawselif

you're into Professional Liabilit* your business .

card should say so in a big way.

A_anail=ntial_you_can use.

Call (800) 845-0778 for

more inforination.

gone from prescription to OTC in the
last few years, there are some very
effective products that can be of-
fered without a prescription," said
Jeff Herzfeld, vp of marketing and
business development at Prescription
Solutions.

The pilot program, which covered
some 29,000 patients in Southern
California, showed that the writing
of prescriptions at both medical
groups declined while prescriptions

Superfund
Continued from page 2
acceptable counterproposals.

Superfund reform efforts got an-
other boost last week from Sen. John

Chafee, R-R.I. Sen. Chafee, who
chairs the Senate Environmental and

Public Works Committee, said he is
"determined" to get a bipartisan re-
form measure through Congress this
year. In fact, he told an audience at
the National Assn, of Professional

Insurance Agents' Federal Legisla-
tive Conference in Arlington, Va.,
that he'd like the Senate to vote on

such a bill by the middle of next
month.

Sen. Chafee praised reform legisla-
tion, S. 1285, drafted by Sen. Robert
Smith, R-N.H., as a "tremendous im-

provement over the status quo." He
warned, however, that any bill that
stands a chance of receiving Senate
approval will have to be a bipartisan
measure or face the possibility of dy-
ing in a filibuster.

The revised House measure would

eliminate pre-1987 retroactive liabil-
ity for generators and haulers of
waste to sites on Superfund's Na-
tional Priorities List, provided that
they acted within the law. According
to congressional staff sources, this
would eliminate liability for roughly
90% of all PRPs.

Owners and operators of single-
party sites would receive no liability
relief under the measure.

Owners and operators of multi-
party sites on the National Priorities
List would remain subject to retroac-
tive liability, though they would not
necessarily be held liable for the en-
tire cost of cleanup. The measure
would create a "fair share" alloca-

tion mechanism for determining who
pays how much for sites with two or
more potentially responsible parties
and a total cleanup tab of more than
$1 million.

The PRPs could choose a neutral

allocator from a list prepared by the
Environmental Protection Agency or
by agreement among themselves. But
the EPA could reject the allocator or
the allocation.

If PRPs agreed to the allocation
process-which would have to be
completed within 24 months-they
would be held liable only for what
the allocation determined was their

share. If the entire cleanup cost ex-
ceeded the allocated amount, the
cleanup trust fund set up by the Su-
perfund law would pick up the re-
maining so-called orphan shares.
The trust fund also would pay for
cleanup costs allocated to unknown
parties.

Potentially responsible parties that
refused to accept their allocation and
subsequently lost their case in court
could be held liable for the cost of

cleaning up any orphan shares as
well as their own allocation, a threat
that a congressional staff source said
would encourage acceptance of the
allocation.

The proposal is being embraced by
business and insurance groups as a
significant improvement over Super-
fund's current liability scheme.

"I find this proposal encouraging.
It re-establishes the elimination of

written by doctors at other locations
within the HMO network-those not

in the trial-increased.

Doctors who cooperated with the
program earned financial incentives
through the HMO, Mr. Herzfeld said.

An internist who participated in
the trial, Dr. Gil Putnoky of Beaver
Medical Group in Redlands, Calif.,
praised the project. "I really do be-
lieve it's good medicine to treat with
these (OTC) medicines first. It really
hasn't been part and parcel of the
education of doctors until recently.
And of course, it's very cost-effec-
tive." EII

retroactive liability-though not
completely, it certainly treats it more
fairly. And the allocation appears to
be more fair in that the fund would

pick up the orphan share," said
David R. Haight, vp-government af-
fairs for the Risk & Insurance Man-

agement Society Inc. in New York
and director-risk management for
CF Industries Inc. in Long Grove, Ill.

"The new proposal moves the pro-
cess forward and may serve to unify
the business community and we look
forward to working with Rep. Bliley
and Democrats to move forward a

bipartisan solution on Superfund,
recognizing that the ideal solution is
a complete repeal of retroactive lia-
bility," said David Farmer, senior
vp-federal affairs for the Alliance of
American Insurers in Washington.

"It really is an improvement. This
really is a proposal that will provide
cost savings and is an equitable way
to address these liability problems
that have slowed down cleanup,"
said David Pratt, senior vp-federal
affairs for the American Insurance

Assn. in Washington.
"By and large, this is going to

unite the business community. The
last six or eight months have been
frustrating when you have industries
turn on industries. I think that is be-

hind us," said Joel Wood, vp-govern-
ment affairs for the Council of Insur-

ance Agents & Brokers in Washing-
ton. "It deserves strong support from
our industry."

Disagreements over liability re-
form had split the business commu-
nity, notably pitting the chemical
manufacturers against insurers. But
a spokesman for the Chemical Man-
ufacturers Assn. in Alexandria, Va.,

said that "If Congress can fully and
fairly fund this plan, we can support
it" The spokesman added that while
ClVIA members feel strongly about
continuing to meet our obligations
under the current system," they also
believe they are "paying more than
our share under the current system."

Special taxes on the petrochemical
industry-which would remain in
place under the new Superfund pro-
posal-currently pay to clean up the
orphan share at sites on the National
Priorities List.

Mr. Wood added he is "rrfildly ner-
vous over the fact that this is the

starting point now and we certainly
want this to be the end point" of the
reform process, both in terms of time
and of the proposal itself.

"Will the administration be able to

overcome the political urge to dema-
gogue this as a polluter bailout?" he
asked.

That is just how some environmen-
tal groups view the proposal.

Rick Hind, legislative director of
Greenpeace Toxics Campaign in
Washington, called the proposal
"more business than usual," and a
"complete betrayal of claims by pol-
luting industries" that they want to
clean up the environment.

"If that's the case, then why do
they want to go back to creating
hazardous waste sites circa the 1960s

and '705, because that's the end re-
sult of this legislation," he said.
"They're killing the best free-market
regulator of risk-Superfund liabil-
ity and cleanup standards." ILZI



Public entity
emergency
planning

sounds alarm

Survey finds areas
needing attention

By DEBORAH
SHALOWITZ COWANS

While most public entities have
adequate emergency plans, sev-
eral areas can be improved, a new
survey says.

More than 75% of 386 public
entities surveyed by New York- -
based Stone & Webster Manage-
ment Consultants Inc. have emer-

gency plans that address media
relations, emergency drills and
exercises, search and rescue oper-
ations, damage assessment and
short-term recovery.

The public entities surveyed in-
cluded towns, cities, counties and
school districts in the United

States and Canada and one in 
Australia.

However, more than one-quar-
ter of the public entities' emer-
gency plans did not address the
use of volunteers in emergency
situations or how to protect dam-
aged and abandoned buildings,
the survey found.

"I was impressed with the
amount of foresight and planning
that has gone in (to these plans)
yet surprised that there were still
gaps in coverage," said Michael
Colin, assistant manager-client
services and author of the survey
report.

However, the fact that 48% of
the public entities had updated or
were in the process of updating
their emergency plans last year
'indicates that there is an in-

creased concern in this area," Mr.
Colin explained. "So it looks like
people are torking on these
gaps."

And the public entities seem to
realize they have room for im-
provement; when evaluating their
own emergency plans, they gave
themselves an average rank of five
on a scale from a low of one to a

high of seven.
The vast majority of the public

entities-89%-have written

emergency plans. Seventy-five
percent also have a separate
emergency preparedness depart-
ment.

Three-quarters or more of the
emergency plans cover situations
such as hazardous materials

spills, major fires or explosions,
major transportation accidents or
bomb threats.

However, only 58% of respon-
dents' plans addressed terrorism
or hostage situations and only
46% of the plans addressed nu-
clear attacks.

Nearly every public entity's
emergency plan called for coordi-
nation with local police and fire
departments; more than three-
quarters also called for coordina-
tion with local medical facilities,
relief organizations, local utilities,
schools and local emergency plan-
ning committees.

Individual copies of "Benchmark-
ing Survey-State and Local Gov-
ernment Emergency Plans" are
available free of charge by con-
tacti,ag Michael A. Colin, Stone &
Webster Management Consultants
Inc., 250 W. 34th St., New York,

N.Y. 10119; 212-290-7000; faz:
212-290-7033.

Hatcher named risk manager
Donald J. Hatcher has been ap-

pointed director of risk manage-
ment in the department of finance
at the United States Enrichment

Corp., a Bethesda, Md.-based gov-
ernment nuclear energy company
that is in the process of being
privatized.

Mr. Hatcher, 47, is responsible
for implementing and managing
risk management and insurance
programs in this new position. He
reports to Sarah Van Lierde, trea-
surer.

Mr. *atcher previously was di-
rector of risk management at Ar-
bor Acres Farm Inc., a supplier of
breeding stock to the poultry in-
dustry. He gained experience in the
nuclear power industry as assistant
director of risk management for -
Asea Brown Boveri Inc., a U.S. unit

of ABB Asea Brown Boveri Ltd. of

Zurich, Switzerland, which is ac-
tive in power generation and distri-
bution and other services.

Mr. Hatcher has an associate de-
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keter of group health plans.
Mr. Wirch, 42, will be responsi-

ble for such areas as employee ben-
efits, training and strategic plan-
ning. He replaces Patricia Ca-

Comings & Goings: Buyers
gree in business administration
from Lackawanna Junior College
in Scranton, Pa., and a bachelor's

degree in business administration
from Bethel College in McKenzie,
Tenn. He holds the associate in risk

management designation from the
Insurance Institute of America.

John Wirch is the new vp of human
resources at American Medical Se-

curity Inc., a Green Bay, Wis., mar-

panna, who now owns an executive
search firm in Madison, Wis.

Mr. Wirch will report to Wally
Hilliard, president of American
Medical Security.

Before joining the company, Mr.
Wirch worked as vp-human re-
sources at Little Rapids Corp. in
Green Bay. He had served as that
company's personnel manager
from 1980 to 1989 and as director
of human resources until 1993.

Mr. Wirch earned an master of

business administration and bach-

elor of arts degree in personnel
management from the University
of Wisconsin-Oshkosh. He also

completed the strategic human re-
sources management executive de-
velopment program at the Harvard
University Graduate School of
Business. He is a member of the

Society for Human Resource Man-
agement, the American Compensa-
tion Assn., the Bureau of National
Affairs Personnel Policy Forum
and is a certified senior profes-
sional in human resources.

.

We'd tike to report on sta# changes
in your company's risk manage-
ment, safety and emptoyee benefit
departments. Contact Michael
Bradford, Associate Editor, Busi-
ness Insurance, Suite 114, 8950 N.

75231; 214-361-2295; fax: 214-696-
1936. Ptease include a photograph.
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Opinions
Take one benefit issue at a time

T WOULD BE TEMPTING to support a new pro-posal-approved by a House committee last
week-that would effectively eliminate state benefit
mandates on group health care plans sold by insurers
and health maintenance organizations.

Indeed, we have long said that state-mandated
benefit laws have much more to do with the clout of

special interest groups than they do with sound pub-
lie policy. Our view is that mandated benefit laws
are, in fact, counterproductive. They raise the cost of
health insurance, discouraging small employers from
purchasing coverage.

Employers that self-fund their health care plans
already are exempt from mandated benefit laws, and
fairness dictates that insured plans should enjoy that
same exemption.

While we heartily endorse pre-emption of man-
dated state benefit laws, tacking on this provision to
a broader bill that would curb pre-existing medical
condition exclusions-an action that the House Eco-

nomic and Educational Opportunities Committee
took last week-is a bad idea.

The momentum behind the broader pre-existing
medical conditions exclusion legislation is strong.
The measure was unanimously approved by the Sen-
ate Labor and Human Resources Committee last

summer, and a Senate floor vote is expected next
month.

The measure has attracted not only overwhelming
congressional support, but it also has the support of
numerous business groups.

However, that support rests on a shaky foundation.
Business groups have warned that they will abandon
their support if backers of several amendments-
such as mandating lifetime health care plan coverage
limits-are successful in tacking those amendments
onto the bill.

Much as business groups want Congress to inter-
vene to pre-empt state mandated benefit laws, the
pre-existing medical conditions legislation is not the
place to do it.

Once one amendment is added, who is to say that
other amendments wouldn't be added? And who is to

say that once the dust settles, amendments that busi-
ness groups want would be killed by congressional
negotiators while amendments damaging to employ-
ers would remain?

On this legislation, Sen. Edward Kennedy-a legis-
lator with whom we don't often agree-has it exactly
right. The Massachusetts Democrat says he and La-
bor and Human Resources Committee Chairman

Nancy Kassebaum, R-Kan., will resist all attempts to

Letters

Lead hazard is not as prevalent as portrayed
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add amendments to the bill when the Senate votes on

it. That is a remarkable concession for a senator who

has spent more than three decades in Congress fight-
ing for passage of sweeping health care reform legis-
lation.

Sen. Kennedy, we think, recognizes that he failed
on earlier reform efforts because he overreached and

backed proposals that were out of step with what the

public wanted and what really was needed.
Right now, all the ingredients are there for passage

of the pre-existing medical conditions legislation. It
is good public policy, it enjoys bipartisan support in
Congress and the legislation will, if passed, be signed
into law by President Clinton.

A golden opportunity to pass the legislation,
though, could be lost if the mandated state benefit

laws provision is added to it.

As desirable as that provision may be, the wisest

course of action would be for it to be dropped from
this legislation.

If Congress does pass the pre-existing medical con-
ditions legislation, it will make it easier for employ-
ees to move from job to job without worrying about
whether they will lose their health care benefits for
what they really need it for: coverage for existing
medical conditions.

The enactment of the legislation this year can set
the stage for congressional consideration next year of
an equally worthy goal: pre-emption of mandated
state benefit laws to make health insurance plans
more affordable.

To the editor: The Jan. 29 article, "Lead

Liability Stakes High," is insightful, but
certain points need clarifying.

The National Paint & Coatings Assn.
continues to be concerned about the unnee-

essary panic that occurs when lead hazards
are associated with all housing built before
1978. That year is cited because, as you
mention, 1978 was the deadline for federal

regulations banning lead as an ingredient

r-

Business Insurance welcomes letters

to the editor. The section is intended to

be a forum for readers' opinions and
comments. We reserve the right to edit

, letters for clarity or space. We witt not
. publish unsigned letters. Ptease send

 your letters to Letters to the Editor,
j Business Insurance, 740 N. Rush St.,
{ Chicago, m. 60611; far 312-280-3174;

e-mail: 76735.3045@compuserve.com.

in household paints. In fact, paint manufac-
turers had begun to phase out lead as early
as World War II.

Recent U.S. Department of Housing and
Urban Development guidelines on lead
paint hazards acknowledge "there is a sig-
nificant chance that lead-based paint will
not be present, especially in housing built
after 1960."

The BI article also points out that most
of the lawsuits alleging poisoning from
lead-based paint focus on "injuly to chil-
dren who eat the sweet-tasting paint." Con-
traty to this common perception, direct in-
gestion of deteriorated, old lead-based
paint-usually by childmn chewing on
paint chips-is rare and is not the primary
source of lead exposure. Common house-
hold dust is the most frequent source of ex-
posure. Lead in household dust can come
from old lead-based paint, as well as soil
and dust tracked in from outside the home

that has been contaminated by years of ex-

posure to leaded gasoline.

Ongoing research shows the mere pres-
ence of lead-based paint does not always
indicate a hazard that would result in lead

poisoning. The HUD guidelines stress that
paint which is not deteriorated, i.e. chip-
ping, peeling, etc., does not present a haz-
ard and can be managed by following cer-
tain essential maintenance practices.

And, recent data from the Centers for

Disease Control indicates lead poisoning
has declined dramatically since 1981 but re-
mains persistent in inner-city area with
older, deteriorated housing. To address this
concern, the NCPA has helped form the
Community Lead Education & Reduction
Corps, or CLEAR, aimed at reducing lead
exposure in those at-risk neighborhoods.

Robin Eastman Caldwell

Associate Director-

Research & Communications

National Paint & Coatings Assn.
Washington
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O.J. denied coverage
under firm's CGL policy

LOS ANGELES-If speculaton
and rumors are to be believed, O.J.
Simpson could end up a plaintiff in
a policyholder dispute.

But so far, Mr. Simpson's attor-
neys have not taken action follow-ng
a denial of coverage under a ccm-
mercial general liability policy writ-
ten by CNA Financial Corp., said a
spokesman for CNA in Chicago. Mr.
Simpson filed the claim against pili-
cies issued to his business last Octo-

ber, seeking to defray legal costs in
the wrongful-death lawsuits filed
against him by the families of Nicole
Brown Simpson and Ronald Gold-
man.

CNA sold a CGL policy with a
personal rider to Mr. Simpson's com-
pany, Orenthal Productions. CNA
would not confirm reports in News-
week and other publications that the
policy has a $4 million limit and a
personal rider with a $1 million cap.

CNA did confirm that Mr. Simp-
son's representatives sought coverage
under the policy's personal rider, but
the insurer declined to say why it m-
jected the claim.

Newsweek also reported that
"sources close to the civil case" claim

Mr. Simpson will ask a judge to de-
termine if coverage is due, though no
such request has been filed.

"We respectfully denied the claim
in late October and as far as formal

activity that was the end of it," the
CNA spokesman said. "There have
been discussions, but no action. They
questioned (the denial), we explained
it, they questioned it and we ex-
plained back and forth. There is no
new claim. There is no lawsuit.

There has been speculation that he
could sue."

Probe of ex-regulator
continues in Alabama

MONTGOMERY, Ala.-A federal
investigation into possible illegal ac-
tivities conducted under former Ala-

For the Record

bama Insurance Commissioner

James Dill continues in Montgomery,
Ala., with the hiring of two retired
Federal Bureau of Investigation
agents by the Insurance Department.

U.S. Attorney Redding Pitt said
the investigation into possible federal
charges comes from the request of
Gov. Fob James Jr. and is focusing
on Mr. Dill's former Birmingham,
Ala.-based insurance agency, Jadil
Inc., "and other matters during his
stewardship."

While Mr. Pitt would not comment

on specifics of the investigation,
other press accounts report allega-
tions of agents at Mr. Dill's company
receiving cornmissions when they
were unlicensed to operate in Ala-
bama.

The two retired FBI agents will
work with Mr. Redding and his of-
fice as "additional resources" for the

investigation. In addition to the U.S.
Attorney's office, the State Attorney
General, the state's Ethics Commis-
sion and a unit from the state's De-

partment of Public Safety are help-
ing in the investigation.

.Mr. Dill was Alabama's insurance
commissioner from April 1993 until
January 1995.

Michigan's regulator
proposes rating change

LANSING, Mich.-Changes sup-
ported by Michigan's insurance com-
missioner would eliminate advance

screenings of insurance rate propos-
als by the state and end required
continuing education for insurance
agents.

Michigan Insurance Commissioner
D. Joseph Olson said he wants to
amend the state insurance code so

that rate filings need not be individ-
ually approved before taking effect.
Instead, rates for property/casualty
and life/health insurance would be

audited retroactively, on a case-by-
case basis, if challenged by the pub-

arvi

lic, buyers or competitors, said Kurt
Gallinger, deputy insurance commis-
sioner. No legislation has been pro-
posed yet.

"On the face of it, I think the In-
surance Bureau spends a lot of time,
money, effort and other resources re-
viewing policies that isn't necessary,"
said Lawrence D. Herron, associate
vp of insurance and risk manage-
ment of Farmington Hills, Mich.-
based Memy Health Services.

The planned legislation also would
scuttle a requirement that insurance
agents take 30 hours of continuing
education a year. The rule ought to
be eliminated by the end of 1996 be-

cause the state spends S375,000 a
year administering the program, Mr.
Gallinger said, even though it is "un-
wieldy and ineffective and guaran-
tees nothing."

In addition, the commissioner in-

tends to ask lawmakers to adopt the
National Assn. of Insurance Commis-

sioners' interstate insurance compact
model to coordinate complex insurer
liquidations. The compact has been
adopted by California, Illinois, Ne-
braska and New Hampshire.

Oregon ballot proposals
target managed care

SALEM, Ore.-Proposed anti-
managed care ballot initiatives are in
the works in Oregon.

One proposed initiative would ban
capitation and the other would for-
bid health plans from excluding any
willing providers.

The initiatives are a response to
the rapid growth of managed care,
said Dell Isham, a petition coordina-
tor for The Public in Health Care

Coalition, whose members include
chiropractors, naturopaths, midwives
and consumers.

The group's initiative would
amend Oregon's constitution so that
health plans could not restrain con-
sumers' choice of providers or refuse
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to pay for treatment provided by
naturopaths, chiropractors and oth-
ers.

The capitation initiative is spon-
sored by a lone ophthalmologist, Dr.
Gordon Miller of Salem. It would re-

strict the basis on which providers
could be paid; essentially allowing
any method except capitation. Pro-
viders violating the ban could lose
their professional licenses.

Supporters of the initiatives have
until July 5 to submit the required
number of signatures to be on the
November ballot.

Blues review treatment

for breast cancer
CHICAGO-A Blue Cross & Blue

Shield Assn. medical advisory panel
says bone marrow transplants are as
good a treatment for late-stage
bmast cancer as other therapies.

The statement is an important re-
vision of opinion by the panel of the
BC/BS Assn.'s technology assess-
ment center. In a 1994 evaluation,
the panel said studies hadn't proved
that bone marrow transplants helped
women at any stage of breast cancer.

The Chicago-based center's opin-
ions often influence the policies of
Blues plans and other health care
payers.

The latest statement applies only
to women with metastatic breast

cancer, or cancer that has spread.
The assessment was prompted by
two recent studies that tracked

women up to five years after trans-
plants. Use of the therapy on women
with earlier stage disease was not
evaluated by the panel.

Many health insurers have consid-
erect bone marrow transplants an ex-
perimental therapy for breast cancer
and refused coverage (BI, June 6,
1994). Their decisions have drawn a
flood of lawsuits in courts across the

country.

In the treatment, high-dose che-
motherapy is used to destroy cancer
cells. Because it also destroys bone
marrow, patients then are injected
with cells previously drawn from
their bone marrow or blood.

An estimated 1,000 to 2,000
women with metastatic breast can-
cer have received the treatment since

1988. Its cost now ranges from
$60,000 to $120,000, the BC/BS
Assn. said.

The panel warned that the therapy
wasn't appropriate for all women
with metastatic breast cancer. It also

said there isn't evidence that bone

marrow transplantation is more ef-
fective than other treatments.

PBGC's interest rate

to affect plan funding
WASHINGTON-The Pension

Benefit Guaranty Corp. will use an
interest rate assumption of 5.3 % this
year to calculate liabilities of the 50
companies with the most under-
funded pension plans in 1995.

That 5.3% interest assumption is a
significant deemase from the 7.15%
interest rate assumption the agency
used last year to calculate which em-
ployers had the most underfunded
plans in 1994.

A lower interest rate assumption
has the effect of boosting plan liabil-
ities and could result in some com-

panies ending up on the Top 50 list
that did not expect to do so.

The new interest rate assumption
mflects the cost of purchasing an an-
nuity at the end of 1995, the PBGC
said. The Top 50 list generally is re-
leased in early December.

Federal agency issues
new train safety rules

WASHINGTON-Commuter

trains leaving stations will be subject
to a new speed limit after the Fed-
eral Railroad Administration issued

enhancements to emergency rail

safety orders late last month.
Under the rules, trains cannot in-

crease their speed to more than 40
mph after they leave a station until
the engineer can see the next signal,
provided that no more stringent
speed limits apply.

The new orders also require that
warning signs be posted at stations
and designated signals to remind en-
gineers of the speed limit. The rules
also set standards for inspections of
emergency exits and for communica-
tion among members of a train crew.

The new rules came in response to
the Feb. 16 collision of a Maryland
Rail Commuter Service train with an

Amtrak train in Silver Spring, Md,,
that killed 11 people on the MARC
train (BI, Feb. 26)

N.J. agent admits
bribing union official

CAlVIDEN, N.J.-A New Jersey in-
surance agent is facing a jail term af-
ter admitting that he paid bribes to a
Teamsters official to obtain the

union's business.

Robert Feinberg, the owner of
Feinberg Financial Group of
Matawan, N.J., pleaded guilty to
conspiracy and bribery charges in
U.S. District Court in Camden.

Between 1988 and 1993, Mr. Fein-
berg paid a total of $70,000 in cash
bribes to Charles V. Giordano, a for-
mer president of Local 125 of the In-
ternational Brotherhood of Team-

sters in Little Falls, N.J., and admin-
istrative manager and trustee of its
benefit plan.

Mr. Feinberg admitted paying the
bribes to get Local 125's pension
plan to buy annuities and other
products from his agency. The two
men agreed that Mr. Feinberg would
split commissions he earned on the
purchases, giving Mr. Giordano a
one-third share.

Mr. Giordano separately pleaded
guilty last July to federal bribery,
embezzlement and tax evasion

charges, and is awaiting sentencing.
Mr. Feinberg faces a maximum of

five years in prison on the conspir-
acy charge and three years each on
two counts of bribery, along with
$250,000 in fines on each count. He
is scheduled for sentencing April 12.

The guilty plea follows similar ad-
missions last December by the own-
ers of a third-party administrator
working for Local 125's health and
welfare plans.

Alan L Gitlin and George P.
Mahler, co-owners of Plandata Inc,
a Union, N.J., TPA, each pleaded
guilty to conspiracy and bribery
charges on Dec. 15, The two men ad-
mitted paying Mr. Giordano more
than $250,000 to maintain service
contracts with the Local 125 plans.

Mr. Gitlin and Mr, Mahler are

awaiting sentencing.

Information in brief
Former NAIC Exec Vp David

Simmons is joining the Kansas City,
Mo., law firm of Polsinelli, White,
Vardeman & Shelton... .Christian

Excoffier, formerly chief executive
officer of AXA Reassurance in Paris,
retired in January. Jean-Marie Nessi,
president and chief operating officer
of AXA Re since 1990, will also as-
sume the CEO's position....The Se-
curities and Exchange Commission
has barred a former BT Securities

Corp. derivatives salesman from the
securities business for allegedly mis-
leading Cincinnati-based Gibson
Greetings Inc. on the size of its de-
rivatives losses. Mitchell A. Vazquez
neither admitted nor denied wrong-
doing in a settlement with the SEC,
which included a $50,000 fine....The
Ohio House recently approved and
sent to the Senate HB. 350, a tort
reform bill which would cap eco-
nomic and noneconomic damages in
tort cases and restrict joint and sev-
eral liability. IAN



Bus:ness Insurance, March 11, 1996 / 11

Engineer creasing complexity of business which makes the lught to file a
and finance, a greater concentra- What the Internet has in store claim contingent on some other fi-
tion of exposures due to consoli- nancial exposure

Conhnued from page 3 dation in industries and new tech- SAN FRANCISCO-Though much of the Insurance Industry's old For example, while today a
To illustrate his point, he listed nology, worldwide competition guard sees the Internet as a threat to traditional distribution, a few ex- company may be able to sustain

the currently available options for and the value placed on handling ecutlves see it as a way to cut costs and boost profits aggregate losses of $50 million, its
corporate risk financing in order functions quickly "The Internet offers tremendous potential for operatlng cost reduc- financial condition may deterio-
of their sophistication "Things are happening more lion," said Doug Helm, president of property/casualty operations for rate With combined risk insur-

"First of all, you can take the rapidly than they ever have be- Burllngame, Calif -based Strategic Concepts Inc, which is creating an ance, stop-loss coverage would be
loss, let it happen" he said "But fore," Mr Russ said insurance marketplace on the World Wide Web (BI, Dec 4, 1995) triggered whenever the policy-
we've all been trained in this room "The world lS becoming a much "Nobody in this room's gomg to make a lot of revenue out of the In- holdercompany's stockprice
that we can't let that happen It's more complex place where these teInet in 1996," Mr Helm told mdustry executives last week at a con- drops off at the same time that the
bad " emerging business and financial ference sponsored by Russell Miller Inc "The Internet's not gorng to company experiences a loss, thus

Then there's "accounting risks may be more significant create more companies or more cars (to insure) " bringing the $50 million retention

magic," such as establishing re- than pure risks," he said "We But, quoting technology guru Steve Jobs, Mr Helms added, "thmgs down to a more manageable level,
serves, he said "That might buy need to consider how we, as an in- don't have to change the world to be real important" Mr Russ explained

you a little bit of time, you may be dustry, are going to address these By some industry estunates, electromc sales w,11 account for as much • Bidding hedge

able to fudge something between sorts of exposures " 10% of the personal hnes market by the end of decade Even that estt- This is to protect companies

one accounting period and the For example, some insurers may mate may be too low, said Mr Helm, because "we wlll force consumers that bid on foreign projects from
next," he noted want to link the financial services to use it because of cost control" currency or interest rate fluctua-

"Then you might move onto the side of their business with the in- The Internet offers tremendous potential savings by cuttmg out mid- tions that occur between the time

next step of traditional insur- surance side, to create an "inch- dlemen and paperwork and speedmg up transactnons, he said they place the bid and the time

ance," which has a "longer-term vidual who understands not only Insurance also is becommg a commodity-type business m which they are awarded the ]ob

benefit," Mr Lange said the insurance business, but who buyers are more interested in pnce than m service, agreed James E Earnings volatility is an espe-

The next level of risk manage- understands the financial busi- Little, president and chief executive offtcer of Fremont Pacific Insur- cially critical issue for publicly
ment sophistication is alternative ness," Mr Russ suggested ance Group Inc of Glendale, Callf traded companies, Mr Russ said
risk transfer, such as captives and Financial engineering first He cited a recent letter from a California client Whde praising the They need balance sheet protec-
self-insurance made its mark on the insurance work of a claims adjuster and safety engineer on its workers comp pro- tion, cash flow enhancement and

"Now, we find ourselves with world with the development of fi- gram, the employer concluded "We hope to return to be a Fremont . liquidity to keep earnings stable
these capital market solutions," nancial and finite risk reinsur- pollcyholder when your pnce matches the one we got m the market " and predictable
he said ance, according to Mr Russ "The "There ism't anything we could have done," Mr Little said "Custom- Mr Potash already lS working

"Risk financing activity is an next generation of risk manage- ers are movmg for as httle as $1,000 In savmgs" on annual prermums with Centre Reinsurance Co , Aon

optional thing, depending on the ment products will be much more of $100,000 or more Corp, Ernst & Young LLP and

organization If there's a loss that a function of linking financial Pointing to a recent Wall Street Journal article on banks compettng Salomon Bros Inc on a new facil-

won't have a lingering effect on markets with the insurance mar- with mdependent agents, he said "The msurance agents and banks re- ity for financing the catastrophic

stock price, then we don't care," ketplace," he said ally shouldn't be concerned with one another The threat wlll come product liability exposures of the
Mr Lange said of Microsoft "So "The companies that get there from the fast-moving software makers that Will allow the sophisticated pharmaceutical and medical de-
unless I'm being driven by man- will have the opportunity to take 20th century consumer to bypass all of us " vice industries (BI, Dec 11, 1995)

agement, I can be a fickle buyer of advantage of capital markets in a Fortunately, what many Industry experts view as a threat may end Since the early 1960s, those in-
these products " lot of neat ways," suggested An- up being their salvation, said Mr Little dustries have had five malor indi-

Beyond these financial risks, drew Potash, president and Internal "mtranets"-networks hnlang employees-will let compa- vidual catastrophic events, he
there are also many business founder of New York consulting mes expand at low costs "I would like to see claims adiusters workmg said thalidomide, DES, the

risks, including those associated firm Capital Risk Strategies at home," he said 'Td like to see a virtual msurance company" Dalkon shield, Shiley heart
with new ventures, acquisitions, "They will be accumulators, pack- Technology also wlll speed up transactions, said Donald K Morford, valves, and now silicone breast

competition, market, legal and agers, and sellers of risk " president and chief operating officer of Sedgwick James Inc ill San implants

regulatory changes, new technol- And, in some cases, "they'll sell Francisco "The CUltUIE of the future 15 based on speed," he said "As a result, companies have
ogy, patent infringement, intellec- off inventory just as the banks sell "Young people today want fast cars, fast faxes, fast e-mail, fast com- had difficulty getting limits even
tual property, even employee in- mortgages," he predicted "Re- puters " close to what they need," he said
tegrity and dishonesty turns will be a function of how -By Joanne Wolclk Furthermore, traditional insur-

While today's risk manager still many times you can turn your in- ance didn't adequately respond to
responds to four basic ques- ventory " long gestation claims, which can

tions-What can go wrong? How But while much of the discus- Africa, it had a currency expo- the company effectively converted take as long as 20 to 30 years to
much can it cost? How can it be mon has focused on accessing cap- sure its South African currency by surface, Mr Potash added
avoided? What's the best way to ital markets to finance risk, other Since the South African rand buying a reinsurance policy that So Capital Risk has assembled a
pay for it?-the answers are quite vehicles also will be used, pre- has been devalued 10% to 15% paid out in deutsche marks When long-term program-10-years-
different, according to Mr Russ of dicted Mr Russ every year, the client was con- losses are paid out under that pol- with hmits of $4 billion m shared
AIG For example, AIG Global Risk cerned about going forward with- 1Cy, the company converts the capacity over the aggregate The

"Does it really matter to an or- has a client who does business in out the ability to hedge that expo- marks back into rands to pay the capital markets are involved as is
ganization if the loss was from South Africa, where the currency sure losses the reinsurance market, and mem-

fire or being on the wrong side is controlled As a result, it can't "In the finance and insurance Among the other products that bers will purchase the policy from
of a currency hedge? It all has the be traded on the financial mar- world, this seemed an insoluble AIG Global Risks has developed a Bermuda-domiciled risk reten-
same effect to them," he said kets But the company wanted to problem," Mr Russ said to enable compames to better pro- lion group to ensure tax deduct-

Among the trends driving the provide five-year warranties on But not in the world of financial tect themselves from business and ibility, Mr Potash said The facil-
creation of these new corporate ltS products Since the parts come engineering financial exposures are 1ty lS about a month away from
risks are the globalization and in- from countries outside of South The warranties were issued, and • Combined risk insurance, completion, he said

Finite thought a great deal about the na- pretty confident with what the na- statement premium following a ma- ing to cost and that sort of thing
ture of their loss erpenence, their ture of his exposure is because that's lor loss to meet tax and accountang That's just a matter of understanding
appetite for assummg nsk and the one of the questions we're going to requirements, he said the product and working with your

Contlnued from page 1 nature of the risk they're trying to ask," said Mr Fredenco, who came "The reinstatement premium underwnters," he said
boat," Ms Kidder said treat," Mr Smith said to ACE last year to direct its new fl- makes the msurance company whole Besides overestimated appetite for

Overly optimistic assumptions Other times, though, pohcyholders nlte risk division "Everyone should if the loss occurs," Mr Smith said rlsk and overly optlmlstic exposure
about loss exposure are one primary look at their experience, see major understand the rlsk golng m because But, m each case he knows of where assessments, a related problem some
concern about some finite risk pro- losses occumng at certain intervals, for the insured to make a sound a sizable loss "blows out" the pro- experts see is unneeded compleaty
grams--a term that refers to a range then draw the wrong conclusion ludgment he's got to balance cost vs gram, "there have been homble dis- m prokrams
of arrangements m which investment about their exposure, he said nsk" agreements over the nature of the re- "I think a lot of finite risk pro-
meme 15 an acknowledged compo- "What I've seen quite a bit of is to But many compames considenng mstatement," he said grams are discussed but not ulti-
nent of underwntmg and an under- take all of that and say, 'We had the programs do need to be educated "In the ones that I'm aware of that mately bought or sold because the
wnter's ultimate habillty is capped $200 milhon in serious losses m the about the workings of finite pro- have blown up, that's where every- products, from our point of view, are

Finite risk prograins can be used past 20 years, so that's $10 milhon a grams, said Jeremy Hing, a prlne- thing breaks down," Mr Smith said more comphcated than they need to
to fund property and casualty risks, year; " Mr Smith said Those com- pal with risk management consulting ACE's Mr Fredenco agreed that be," said John Stttes, vp m Warren,
and some companies like Norwest panles then base their finite risk pro- firm Capital Risk Strategies m New most multlyear financial approaches N J -based Chubb Corp's risk man-
are umng finite nsk Insurance to cre- grams on average losses of $10 nul- York to msurance coverage rely on rem- agement group
ate comprehensive risk management hon a year, not fully realmng "that That involves instructing risk statement premiums "because it's "If you don't understand the risk
programs (BI, Jan 9, 1995) $200 milhon in losses could occur managers on how finite nsk might very effective as a method to call mherent and the potential for loss,

"From an msurance underwntlng any glven Monday, Tuesday or work for them and "where the holes back premium, as a way to balance then you're just putting together a fi-
standpoint, you've got a range of mt- Wednesday," he said are," he said out unfavorable expenence " nancial transaction," Mr Stites said
uatnons of foohshness," said Wilham "That's really important when you Beyond Initial exposure assess- "At the same time, you see it as a At Chubb, expenence has taught
Smith, semor vp of domestic general look at how some of these pollcies ments, the other primary area of means to deal with accounting regu- that the Insurer w111 be successful
insurance at New York-based Amer- are put together " The solution to concern about finite rlsk programs lS lations," he said with blended finite programs that
ican International Group Inc that problem, he said, is "the careful buyers overestimatmg their appetite But, he noted, those provisions are combine an appropnate amount of
some msurance companies' minds, analysis of the randomness of loss for risk This problem emerges after clearly spelled out in the program's rlsk transfer with a financial struc-
these wlll be a tainted product In the and the rlsk appetite of the cus- a big loss, when companies suddenly contract What's more, insurers like ture that serves the customer's needs,
next couple of years because they tomer " could face substantial coverage ACE provide spreadsheets to poten- he said
wll blow up and they won't know But such analysts is already a nat- shortfalls and steep reinstatement ttal clients explaining the reinstate- For example, the insurer might
whytheyblewup" ural part of creating a finite rtsk pro- premiums ment premium situation under a va- look at underwnting a directors and

Like the other executives quoted gram, said Dommic Fredenco, exec- In some cases, sizable losses have nety of loss scenanos officers program for a customer with
in this report, Mr Smlth was careful ubve vp at ACE Ltd m Hamilton, been followed by disputes between Unlon Carbide's Mr Inserra also traditional coverage If Chubb wants
to say that he foresaw no problems Bermuda the customer and the insurer over sees httle Ivason for disagreement to take on the busmess, said Mr
with the contracts written by his "In terms of the Insured not under- the finite program's reinstatement over reinstatement premiums Stites, it might also examme usmg a
own company standlng his nsk, obviously if the in- provision, AIG's Mr Smith said "I thlnk lt'S pretty simple to un- finite structure "to see if we're pro-

"Some of these deals are very well sured is out loolang for a program to Many finite Ilsk arrangements derstand what's golng to tngger the viding the customer with a genuine
put together in that people have address his exposure I'd assume he's provide for the payment of a rein- reinstatement and how much it' s go- risk/reward scenano "
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Satellite
which has taken a small, unspeci- With underwriters generally only

fied line on a few risks this year, committing 75% to 80% of their ca-
brokers say Berkshire would not pacity on any one launch, the mar-

Continued from page 1 comment ket could not currently support a

1994 And despite more launches The total "theoretical" capacity in fully laden Ariane 5, he said
planned for 1996, greater capacity is the market is now about $650 mil- T'he first Anane 5 launch is sched-

drwing down rates, which will re- hon, brokers and underwriters say uled in May The first two are ex-
duce premium income But most underwnters do not com- pected to be demonstrations, how-

Insurers already wnting satelhte mit their full capacity for every ever, due to the large backlog of sat-
coverage, which generally comes as launch they insure ellites, the second launch may Cally

either launch coverage or in-orbit That may be put to the test this a commercial satellite worth about
coverage, account for most of the year, when the Anane 5 rocket com- $150 milhon for a discounted fee,
new capacity pletes its test launches and begins said an underwnter who asked not

ACE Ltd in Bermuda lS doubhng taking satellites mto space The new to be identified
its capacity to $50 milhon from $25 launch vehicle can carry up to three When the Ariane 5 rocket begins

million, Assicurazioni Generali satelhtes or two very large satel- carrying large commercia_ satelhtes
SPA m Tneste, Italy, to $90 mil- htes--neither of which can be done later this year, coverage will be
hon from $87 5 mllhon, Interna- on current vehicles available but expensive, the under-

tional Technology Underwnters Inc "The capacity is sufflcient now, writer said
of Bethesda, Md , to $55 milhon but m the next couple of years there Some of the demands on the in- 01H0M 30IM/dVfrom $50 milhon, and the Marham will be projects that demand a large surance market will be alleviated
Space Consortium, which consists of amount of capacity The Ariane 5 for the first several Anane 5
23 syndicates at Lloyd's of London, may need $600 milhon or more" for launches because Anane is offenng
to $70 milhon from $66 milhon a single launch, said Paul O'Connor, a re-launch warranty in the event of The February explosion of this Chinese Long March rocket carrying

Among the few new names in the vp in the space group at Johnson & a failure, said Brigitte V_enne, nsk an Intelsat satellite cost insurers at least $218 million.

market is Berkshire Hathaway Inc, Higgins in Washington manager for Arianespace m Pans covered for less than 13%, said Bill Another sign of a competitive
Consequently, about $130 milhon Smith, managmg director of Space market is Insurers' willmgness to

of the launch cost wtll be covered by Risks International, an Aon Group grant longer coverage periods for
UNITED S IATES BANARUPTCY COURT the warranty, which is wntten by specialty unit in London in-orbit coverage, M&M's Ms Cur-
SOU 1 H E RN D]STRICT OF NFW FORK Ariane's France-based captive, "Over the past three or four nan sald

Space Related Risk Reinsurance Co, months, there has been a dramatic "We've been pushing the envelope
she said

In re change in underwnters' attitude in a httle bit, gomg from launch plus
Case No 944 41329 (CH) This year w111 also see the first providing more competitive terms to 90 days to 180 to 365 and sometimes

Petition of Gareth Hward Hughes, launching of Western satellites chents," he said two years," she saidNigel James Hamilton and

Jacqueline B/rbara Stephenwn,
aboard the Russian Proton launch The Long March loss in Febru- Demand for In-orbit coverage af-

as Joint Prousional I.,quidator·, vehicle Three launches are sched- ary-which was the second loss in ter the launch penod also is growing
of Mumcipal General Insuranie uled for 1996, with the fiat coming 13 months for the Chinese launch and insurers are more willing to of-Limited,

later this month vehicle-did not upset the overall fer covetage, said Mr Rudd
Debtor in Foreign Pr,ceedings The Proton rocket has oeen tested market, Mr Smith said "The loss "In-orbit coverage used to be

by several launches of Russian or- may affect the rates for Long done in one-year segments, but now
PRELIMINARY INJUNCTION ORDER biters and its commercial launch March, but the market is now ma- the market is allowing 24-month

Thi, mackr 11.* come More the Court on the above Pentionm reque'·t for a Preliminary Injunction Order pur program is well supported by insur- ture enough to cope with the loss and 36-month pollcies, with a
#uant to Bankruptc> Rule 7065 and Federal Rule ol Ct, 11 Procedure 65(b) Thc Court W ha con:dered and
rtv:cwed the Petition liled tr ihi, 9 r,e the Affidavit of Ronald DeKoven Pdmoners former couny{, the ers Nevertheless, satelhte under- and not increase rates for other health review (of the satelhte) after
Declaration of Gabriel Mo Q C the Decl mtion of Gareth Howard Hugha, the Attid/vit of Jacquehne Barbara writers still wlll be anxious to see launches" each year," he said
Stephen.on one ot the Petitioner. herein and the Memormlum ot Law m Upport of the applicaton and any how well the Russian rockets and Earher this year, rates were fall- Rates can be adjusted after the re-
bponw filed thtrito and (b) Ihi Court 6 further convdered and reviewed the Lamited Objection of Michipn

Western satelhtes w111 work to- 1ng, agreed Mary Ann Curnan, a view only if there is a change in theMunicipal Ri.k M.inag.mint Authortj to Cont,nuation of Preliminary Injunction Order dated November 17 1996,
the Supplemtnt to LImited Objection of Michig.m Municipal Rid M/n/gement Authortly 10 Continit/tion of gether managing director at Marsh & satellite, said Marham's Mr
Prelimmary Injunction Order dated hnuary 30 1996 and all other ple*itng, orothermatenal, filed or,ubmitted "But everybody is very optimistic McLennan Inc in New York Clapham
in thi. uw and the Courl ha, held huring, and heard argument, by counwl on the 2911 d xy of Marth 1994 the
27th d.5 ot Jul> 1994 the Sth day of December, 1 994 the ll th day of April 1995 and the 31 v day of January about it and glad that it has come "There were some signs of rates "You can only adjust the rate if
1996 and b.ixed on the forgoing the Court lind, and concliideudollow* into the market," said Gerard there is a change in the health of the

1 Petmoner, ha,e demongrated a *ubst/ntial like!,hood ot Bucl or have rut,ed ferious que,Nom on the mir Burke, vp at Rehance National In- satelhte, not if there's a change mit* of the wntention. th,11 (a) Mimi.ipal Gened Infuranie Limited ( MGI ) 1,ubject to foreign proceeding•,
withm tile ineaning ot Sedion, 101(21) .Ind 304{a) 01 the United State, Bankrupzcy Code (the "Bankruptcy

surance Co in New York the health of the market," he said
Code ) 11 U S C 4 10 l et,eq. (b) Petitioner, .,re the foreign reprewntative*. of MGI within thi meaning of The amval of the Proton also Projects in the next Part of the increase m demand for
Section, 101(24) and 304(a) of the Bankruptcy Code (0 (1) the commencemint or cont:nuation ofany Judicial,
admimurame or regul,itorv actionor proLeeding again*t MCH, an> ofulf properly m the United Statex or any pro

could help put off the need for more couple of years will in-orbit coverage is due to an in-

ceed. Ihereof (11) the enforcemnt ot .in> Judicial admini,trdtie or reguidtory Judgment acceKment or order and Underwntlng Capaclty, Bald Simon & crease in the number of pubhcly
the Lommencement or continuation of an) Judicial admint,(rati,e or reguldtory Jction or proceeding, to create Clapham, underwnter for Lloyd's demand a large traded companies involved in the
Brfect or enlme *iny lien vt ofl or other claim *lganv MGI anvof in properly in th. Untkd St/tic or any pro- Marham Space ConsortiumLeed, thereof and (m) the drawing down of any lettm of credit ewblt,hed b> MGI m exce,4 of what iseprecs- amount of capacity,' satelhte market, Mr Clapham said
4 authonzed b> the terni of th¢ contrdit, and any related tru.i or other agreement, pur,uant to which .uch letter. "Owners prefer to have the satel- Unlike governments, they are con-
of credit hdve betn ewbli.hed hould be enjoined' puwant to Section -304(b) of the Bankruptcy code to permit htes on single launches rather than SayS PaU| O'COnnOr.
the erped:tious and econotnicd! admini,tration of the foreign evate in the pending proceeding, brought under for

cerned about the potential stock
eign law (except as otherwise exprei,ly provided m the decretal paragraphs of thic Order) and (d) the relief pro multiple launches, and with the Pro- market fallout from a big loss
, ided herem will not cau*e h.rd•.hip0 to parne; thal al·t- not outweighed by the benefit< ton launch vehicle starting this year, Previously, some underwriters

2 Unles< an Injunction tq iqfued 11 appe tr5 to thif Court that one or more parne, m interect will tran,fer rehn the owners wlll have more choice softening and some of the place- had been less willmg to wnte in-or-quEh or d,ipt)%e of W,%& of MG! m the United Shites, or proceed*, thereof commence or continue the pmecution
of Judicial admint,tr/Ine or regulatory action, again MGI it, aue,%, or pro.eed,thereof ordraw upon letterf They can now be launched by Long ments we were putting Into the bit coverage as the rate lS usually
of c redit e,t/bli,htd by MGI in exie04 of the amount to which,uch p/rlie, /re contractwily entttled, thereby inter March, Anane, Atlas, Delta or Pro- market weip oversubscnbed," she around 2%, which would mean that
fenng with and cauvng harm w the Pititioner, efforts to adminiver the MGI evate punwnt to the foreign pro- ton," he said
ceeding·, *Ind that A a reull, the Pelitioner, mli xuffer immedwte andirreparable injury for which they willhave said, meaning more underwnters on such a low volume of nsks, the
no adequate remedy /1 law (except thar the authonty to continue certam litigatton only afet forlh m the decretal The demand for launch vehicles is were Interested than were needed to payback period is very lengthy, said
paragraph. b. low will not iduie .uch harm) increasing as the satelhte Industry participate one underwnter, who asked not to

3 Unlexx the injunction (to the extent provided below) p. iwed Pelitioners will be unable to acquire *uffic,ent
information about pending and potential litigation. againct dri U S afietf of MGI to properly protect the inter grows, said J&H's Mr O'Connor However, the fall in rates was be identified
ew, of MGI In the United State9, resulting in the further depletion of MGI'q hmited dwet, Prev-ously, telecommunication halted by the Long March explo- However, the Increase m competi-

4 The intereit 01 the publi will be xervid by th,4 Court q grant of the relief providid herein satelhtes had dominated the market, mon, Ms Cuman said tion in the market has also m-
5 Venue 1% proper m thl, divrict pursuant to 28 USC 4 1410
NOW THEREFORE IT lS but now a greater variety of mdus- Insurers stlll have an optimistic creased in-orbit capacity, he said
ORDERED that all penon, (ercept ax provided m the New York Superintendent Order) are hereby enjoined and tiles require satelhte technology, m- view of the satelhte market, said Fmanciers of satelhte projects also

reurained from cluding direct-to-home broadcasting Giovanni Gobbo, head of the space are increasing the demand for in-or-( 1) tran,femng relinqui.hing or dl.pwng of my propeny of MGI in the United State, or any proceed, there
of to any penon,i or entme, other than Pemlonerw, systems and remote sensing systems Insurance department at Generall, bit coverage, J&H's Mr O'Connor

(2) commencing or conimuing any Judicial administrative or regulaory Jetion or proceeding again,t MGI, any used in geophysics or traffic mom- the world's largest satellite Insurer said
Of 11' propert> in the United Statec or any proceed,thereof tonng, Mr O'Connor sald "People are granting longer periods "They are providing the finance(1) enforcing /ny Judici/1 ,idmint,trative or regulatory Judgment /ne+,ment or order, or commencing or con-
nnuing any act or any Judmal adminivmive or regulatory action or proceeding {o cre/te perfect or enfoKe any The fist payload for the Proton of (m-orbit) cover and at cheaper and they want to make sure that the
hen #et oft or other cl.um, igainv Mal .Iny of * propeny m the United State, orany prot.eed, thereof and wlll be a direct broadcast satelhte rates than they would a year ago " asset nsks are well managed and in-

(4) drawing down any letter, of cred:t e,tablt,hed by MGI in exce„ of what 14 trpre„ly authon/ed by the terms
01 the contrat{% and any rel,lted inN or other agreement. pur.uant lo which fu.h [elter, of credit have been ectdb owned by Societe European Satel- Rates have fallen 2% to 3% m a sured They are demandmg higher
h,hed,and itt. further htes of Luxembourg valued at $260 year, yet Insurers' appetite for the standards from satellite operators in

ORDERED tha nothing m thA Prefuninary Injunction Ordtr,hall m dny re,pect prevent the continuance or com milhon Its coverage was wntten at busrness seems to be growing, Mr procunng insurance and they are
mencement of proceeding agamv or invohing other London Market insurer. of any other in,urance company
defendant and it 14 further the higher range of current rates, or Gobbo said demanding that the launch risks

ORDERED th4 pur,uant 10 Bankruplcy Rule 7065 the *ecunty proviion4 of Fed R Civ P 65(c) be, and the about 18% of msured value, several .

In package placements you see and the in-orbit nsks are insured,"
,/me hereb> are *dived /nd it K further sources said people msunng satelhtes that have he said

ORDERED thal nolw,th,danding any other term of thi, Order the mion entitled Mithiean Municipal Ri.k
Currently, launch rases run from not yet been built and launch vehi-M,indeement Authoritv v Municind General In.unince Company, W,Iyne County Circuit Court Ce No 94- Banks and other lending institu-

400330 CK p, permitted to proceed but th prov,#ton hall not be conwried to permit enlorcement of dny JudE 14% to 20% of insured values, Mr cles that have not been tested They bons always insist on adequate
ment obtained by Michigan Municipal Ri,k Management Authority ( MMRMA ) m the immed:ately abo,e ref Burke said are fighting for the business," he launch, m-orbit and third-party ha-erenced Michigan action again MGI or *iny of MCI , property located m [he United Statb, andit 11 further

.Rates are very dependent on the saldORDERED that thr, Ordtr ,hall be served (A) by hand dellvery or U S mall fir•,1 (1449 po•,tage prepall. on or bility insurance, said Peter Nesgos,
b.tore Febru/ry 29 1996 upon the partie. in intire.t /ppeaing in thi. c/.e (or their coun,el where known) (B) land of launch vehicle At the higher And underwnters are more wtll- a partner at Winthrop, Stimson,
by public/tion of a wmmary of th. Order in Bu.ne,$ In.urance M.ganne on or before March 15 1996. and thal
*ervice pur„uant to tht, paragraph Wll bi deemed good and wflicient +ervice and adequate notice and U K fur- end, you wtll have Long March and ing to commit packaged coverage Putnam & Roberts, a New York law
ther at the other end there's Anane and for future launches on satelhtes and firm that advises banks on satellite

ORDERED that the time to an.wer or move with repe to the Pitition i. extended inedie but th/l partie mh Delta and Proton somewhere in be- launch vekcles that have been built projects
ing to move for moditication of or relief from thi, Prelimmary Injunction Order or ocherwtwe may do 40 tn accor
dance with the whedule,et fonh by the Court herein.Ind in any ubequent Scheduling Order entered by the Coun

tween," he said and tested, said Charles R Rudd, se- Whlle companies with excellent
m chi, c#e provided however thar notwith'.tdnding any other proviwon of th14 Order MMRMA ,hall have the The variation can be huge Last mor vp at ACE in Harmlton, Ber- credit records may be allowed by
nghi 10 ,i heanng on a motion in thi, Court for mod, fication ol or rilief from tht, Prtlimmdry Injunction Order on November, an AsiaSat satellite was muda their financiers to have less compre-
ten (10) day; notice lo the MCI attornty,pecified m th¢ 1.13,1 decret.11 paragraph hereof and !1 1, further

ORDERED that th Injunition hall remain m effect pending further order of the Court dfter d hemng to con- charged a rate of 27% for coverage A package would cover multiple hensive coverage, most in-orbit cov-
.,der whether the injunction #hall be continued, which hearing i# cheduled to be held m Room 601 of the of a satelhte that was the same launches, such as one that may be m erage would have to be for at least
Alexander Hamilton Clivom Hou,e One Bowling Green New York New York on January 31 1997 at 200 pm model as one that had failed in 1994 two months and the next more than the term of the loan, he said
and It . further

and was launched on a Long March a year away, he explained "If youORDERED thal dll papen #ubmitted tor the purpow of gontroverting the Petition or oppogng a continudtion of "There is an increased focus on

the relief provided tor In th,+ Prelimmary Injunciton Order hall be filed with the Court *,th a copy to Chamber, rocket by Chma's space agency, the have a launch in two months and in-orbit coverage because it is sup-
and dehiered by overnight mall or,od. tobe received by Pedbody & Arnold, 50 Rowe,Whdrf Boiton MA 02! 10 sources said another 14 14 months, two years ago porting companies that are not as(attention Deborah S Gnffin) Attorney. for Petitioner, on or before January 10 1997 at 500 p m

However, earher this year, a satel- you would only get coverage for the creditworthy as other companies
Dated New York New York CORNELIUS BLACKSHEAR hte and launch vehicle with an ex- first one Now there is more wllling- that }ustoncally have been Involved

Februdry 16 1996 United State, Bankruptcy Judge ceptionally good loss history was ness to cover both " in this business," he said
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Wellness ness program

Like Superior Coffee, the
Skokie, Ill -based company has

Continued fTom page 3 been involved in wellness for some **Be sure that you return itLast year, Superior Coffee began time, said Sharon A Chausow, di-
offering a free health nsk screen- rector of health services
ing program to ehiployees and Beginning in 1980, it offered Ef you're -a.ing th,ough this issue of Business Insurance because you
spouses It Includes an overall several wellness benefits, Includ-
health rating and measures choles- ing an exercise center, risk factor "borrowed" it from a colleague, you should have your own subscrip-
terol and glucose levels, blood screening, health education, recre- tion. Then >ou'll be first on the list. You can take as much time as >ou
pressure and a height/weight ra- at:ional sports leagues and nutrl- 1 ke with all cf Business Insannce's exclusive worldwide news of loss
tio tion programs Some were free and Frevention, r sk financing and benefit management every week.

Employees who meet standards some earned fees
in those areas have 5 %-or about Fel-Pro, which figures it spent To subscribe, use the card in this issue
$300 for family coverage in its tra- $200 to $300 annually per em-
ditional indemnity plan-taken off ployee on the programs, discov- or Call 1 (800) 678-9595 Toll-Free.
the amounts they pay for health ered that users of the programs

Ask about our
insurance Employees who do not were absent from work fewer days

special 20%-off
meet the standards pay the stan- per year and had health care costs

Subscription Rates in U.S. Dollars Business
g-cup subscnption for 1 year, 52 Issues. Insural"mt

dard contribution Those who do an average of $1,000 less than r:te for five cr more
not even participate in the screen- non-users in 1987 USA

sutscriptions. A $85 Subscription Dept.
ing are assessed a 5% penalty on Four years later, the company great way to fake Canada/Mexico $105* 965 E. Jefferson
contributions introduced wellness credits Fel- money. And Evoid All other countries Detroit, MI 48207

If an employee's spouse passes Pro gave employees a $50 credit pass-along problems by expeatted air $205 Outside the USA
the screening, the family receives for pledging not to smoke, a $50 *Pnce mcIL dez Candian GST Call{313) 446-0450
one month of free insurance, if the credit for having a risk factor as-
spouse does not pass, there is no sessment and a $50 credit for
effect pledging to wear a seat belt and

Mr Ahsmann said that while helmet when appropriate The 7-,.4.

screemng about 300 people at Su- credits are cash payments that em- t

perior Coffee's headquarters, ployees receive m their monthly
health care workers Immediately paychecks
sent three people to the hospital Two years later, Fel-Pro decided
for treatment because their blood to require a risk factor screening
pressures were so high and health rlsk assessment to re-

Participation has been growing ceive any wellness credits, Ms
for several years and is now at a Chausow said "We're asking peo-
high of 87%, said Mr Ahsmann ple to do something now- instead

r e'lh, ryrilwor, r 9, *

This year, Superior Coffee is of Just signing a paper **% The INatCrlal Network of Ch 'iee=*L *1 I .

running a contest it calls a "Well- Last year, Fel-Pro took the pro-
ness Olympics 1996 " Regional of- gram one step further
fices are competing with each Employees now need to docu-
other for the most Improvement ment wellness activities in writing

azt
among employees in screened risk in an 11-page "WellAware Pass-

rvalfactors Employees in the region port to Good Health " The $150 .

with the most improvement will wellness credit has been restruc-
receive two months' free health in- tured and requires both a health
surance, employees in the second- screening and ongoing physical ac-

month's free health insurance, and ing smokers an additional $10 per

M8 "

place region will receive one tivity And, Fel-Pro began charg-

-4(UNM* 82 0 --, «employees in the third-place re- month for health insurance Ap-
iws

gion will receive two weeks' free proximately 60% of Fel-Pro's
health msurance 1,800 employees completed a pass-

Superior Coffee predids the port last year
Wellness Olympics will cost Based on 1994 data, Fel-Pro .

$20,000 found that wellness program par- S

Fel-Pro, a manufacturer of auto- ticipants had lower cholesterol
motive gaskets and other automo- levels than non-participants,
tive products, also recently added weighed less and had a lower body
a monetary incentive to its well- mass index, Ms Chausow noted

.

Improving employees'
s' '»

mental well being, too IJ B

By DEBORAH SHALOWITZ COWANS t

14 -r \5Ii"/A 21 11". + 0Physical wellbeing is only part of the wellness picture \. t.:1
Mental health initiatives can help employers reduce health care

costs a great deal, said Damel J Conti, vp and director of the em-
ployee assistance program for First Chicago NBD Corp in Chi-
cago

For example, the bank holding company discovered that depres-
sion accounted for 52% of the mental health costs incurred by its
self-insured indemnity plan from 1988 through 1991, far outpac- r ,\

4

ing claims for anxiety-related disorders-12%-and chemical de-
pendency-7% Various other disorders accounted for the remain-
ing 29%

"Depression is really the common cold of mental illness," Mr
Conti said, adding that it is most prevalent among women 25 to 40 a.

.
years old-a description fitting many bank employees

Mr Conti recommended that EAPs be prepared to treat depres-
mon, not just chemical dependency, and that benefit plans be re-
structured to encourage early intervention

Include mental health in health risk assessments, he advised At

cow)rshphysicatand mental health nsk factors Employeesnew hires fill out a questionnaire that

First Chicago managers are trained in managing the troubled

000
601100

are then encouraged to attend follow-up classes that address these
risk factors and forego the EAP

employee Those managers, said Mr Conti, are the most effective
way of getting people into the assistance program

In 1994, the company restructured its mental health benefit so
that outpatient treatment for the first 12 sessions is reimbursed at
a much higher rate than previously, Mr Conti said As a result, the
cost per case has dropped significantly, he said

And, over the last 10 years, First Chicago has cut its mental
health costs to 7% from 15% of total medical plan costs, despite
the enrichment of outpatient mental health benefits How? By
"finding out what our problems were and using early interven-

5
tion," he said



Most Aspiring Conductors Would Give Their Right Arm
to Perform at Toronto's Roy Thomson Hall.
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Only BIY Readers Would Advise Them to Check Their Workers Comp and Health Care Coverage First.
No one takes in a musical performance at Toronto's most important concert hall in

quite the same manner as BI's employee benefits decision-makers, risk managers, brokers,
and insurance and reinsurance executives. While most members of the audience allow

themselves to drift away on the musical strains of the Toronto Symphony, BI's readers are

always alert - ever mindful that, in any workplace, injuries and illnesses are out of har-
mony with an employer's business performance.

Because of their dedication to their profession, many of BIY 155,000* readers will be

in Toronto this April for the annual meeting of the Risk and Insurance Management Society.
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Still others will remain at home looking for the most effective ways to provide their work-

ers with employee benefits and protect their companies and clients from exposures. But no

matter where they are, they will all rely on BI to provide them with the news, insights and
attractions from the conference's seminars and exhibits.

So while they're perusing our RIMS coverage, make sure these buyers of workers

comp, employee benefits, health care services, insurance and reinsurance are also focused
on the protective coverage and services you provide. Call to reserve space today. You

won't want to risk missing any of these issues.

Put your sales message center stage.
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Demographic changes call for new benefits
By Martin B. Rosen

 S WE MOVE INTO 1996 and the second half ofthe 1990's, changing American demographics
make it clear that a "one size fits all" approach to
health benefits planning is no longer workable.

More and more organizations are offering a series of
different plans to fit the needs and lifestyles of the
many different segments of their employee
population. But, to be truly effective, benefit
managers must examine the ways in which changing
attitudes toward life and work situations have caused

employees and prospective recruits to think
differently about themselves and their futures.

To gain insight into these issues, I recently
examined some of the most significant trends that
have emerged in recent year. and informally surveyed
some insurance professionals on how they are helping
benefit managers cope with this fast-changing
environment. I discovered three trends in particular
that will have a profound impact on the workplace of
tomorrow: the changing family unit, a better educated
workforce and an increase in the number of working
women.

Non-traditional households

The American family unit is changing. In the 19804
Americans created 16% more new households, yet
population rose just 10%. That means households are
getting smaller-the average family size is down 5%.

And the fastest growing household segments from

1990 to 2000 are going to be married couples with no

children, single father households and non-traditional
households. Families, in the traditional sense, still
account for 71% of households, but the number is

shrinking. Meanwhile, household income will rise
40% more in the 1990s than in the previous decade.

These changes have spurred employers to push their

As the shape of American
family and workforce evolves,

health benefits must do the same

insurance providers to move beyond the traditional
system of offering just single or family rates. Although
there is clearly a cost benefit in a parent and child or
husband and wife rate vs. a family rate, it's not simply
a financial issue.

Beyond the issue of cost, these trends have both
social and financial implications. The non-traditional
households-grandparents raising children,
unmarried couples or same-sex couples-are seeking

symbols of acceptance, and that may come in the form
of dependent benefits for those who previously were
not considered eligible.

While it's still not common, the decision by
companies to offer benefits to same-sex couples has
not proved to be a major problem, as some industry
observers originally predicted.

To understand how these demographic shifts are
playing out in the marketplace, I asked several
insurance producers for their perspective. They
offered these observations:

Sherri Gorelick, of Progressive Plan Administrators
in New York, says employers find parent and child or

husband and wife rates easier to sell to employees who
are asking why they should subsidize the cost of

insuring another employee's family with four
children.

Richard Bass, of The Kaye Group Inc. in New York,
says that, initially, there was wild speculation about

how same-sex couples would adversely affect benefits
and insurance costs. Now it's largely a non-event.
Costs of coverage for these couples, when offered, are

being absorbed into the pricing of a benefit plan

without difficulty.

More formal education

At the same time family units are getting smaller
and more diverse, another key trend to watch is the
dramatic increase in the level of formal education. By
the year 2000, more than half of all adults in the
United States will have some college edutation,
compared to about 30% in 1970; 45% of all college
students will be over age 25; and more than half of all
college degrees are going to be awarded to women.

These trends mean satisfying a more talented and
competitive workforce. Surveys indicate that this
group is control-oriented toward home, work and
entertainment issues-interested in value if they can
be assured of quality.

One of the ways employers are offering more control
is with increased use of triple option products. These
are single-priced products that give the individual
employee the option to use indemnity, health
maintenance organization or preferred provider
organization coverage when they seek medical care.
Companies like it because they can provide flexibility
while still paying only one premium. The cost

difference is paid by the individual, which employees
generally accept in return for the opportunity to
customize the benefits plan to their individual needs.

Responding to working women
Women are also joining the workforce at a rate

twice that of men. Today, 58% of women are working
or out looking for jobs, compared to 76% of men. Ten
years from now, the percentage of women working or
looking for work is projected to increase to between
61% and 65%.

A number of managed care organizations have
responded by offering "expectant mother" and "well

See Benefits on nezt page

Federal insurance regs have advantages
U.S. business is sometimes harder to write than foreign business

By Robert F. Rosenkoetter

 ESPITE WASHINGTON'S CURRENT penchantfor deregulation and the insurance industry's
infatuation with state regulation, consider for a

moment the overall value of federal regulation of
insurance.

Too often, the industry's response to change is
"That's the way we've always done it." It's about time
we recognize we are moving into a new era and view
our industry from a truly global perspective. Rhetoric
and trade journal headlines may scream about
entering the 21st century, but in the trenches, business
is still conducted as if it were the 19th century.

We have welcomed NAFTA and GATT and

recognize them as opportunities. But, at the same
time, we fail to recognize the disorder and complexity
of doing business within our country.

Consider this example.

Agent A is the principal of a midsize agency. His
largest commercial client's president referred his
sister-in-law, who owns a small service organization,

to his agency. She needs package coverage for small
office locations in Boston, Los Angeles, Miami,
Chicago and New York.

The agent should have been able to place a business
owners policy quickly, satisfy two customers and
move on to other things. Instead, if Miami wasn't the
problem, Los Angeles was, and the few insurers that
could overcome those obstacles either couldn't or

wouldn't write in Massachusetts.

The end result was two dissatisfied clients and

much wasted time.

The next week, the same agent received two more
referrals, this time from manufacturers located in

California and upstate New York.

Product liability was the critical need and the loss

potential required that the surplus lines market be

tapped.
A meeting was called with a surplus lines broker

who acknowledged that there were numerous markets
available for the two potential policyholders and

satisfactory terms could be arranged. However, the
surplus lines broker was prohibited from doing
business in California and New York because of

protectionist legislation.
While the placements were eventually arranged

with local surplus lines brokers, the process was

time-consuming, more costly and cumbersome.

Meanwhile, an agent two floors below was placing

A uniform set of regulations should
apply to all brokers, agents and
insurance companies on a
countrywide basis.

coverages for European and Pacific Rim clients with
U.S. insurers with little to no resistance.

The latter example strongly suggests it may be
simpler to do business outside this country than it is
to do business inside.

Fifty to 100 years ago, it may have been an accepted
practice that agents service clients solely within their
own states. Technological breakthroughs in

communication and transportation along with
mergers and acquisitions have allowed the typical

independent agent to seek and service clients on a
national level. But, the combination of protectionist

and antiquated legislation has made daily routines

cumbersome and in some situations next to

impossible.
Indirectly, the various states are supporting the

growth of the national broker and the extinction of
the small regional agent, when in reality both offer
valuable services to the policyholder. Both have

strengths and weaknesses, but it should be the
policyholder who decides which distribution method
is in his or her best interest.

No doubt the New York and California laws were

passed with the best interests of the consumer in
mind.

Among other things, the laws are designed to
provide policyholders protection against fraud.

Unfortunately, those whose intentions are fraudulent
have little regard for the law. When their intention at

the outset is to break the law, it is hard to imagine
them curtailing their activities due to the existence of
a state statute.

One of the net effects of this protectionist
legislation is to reduce capacity. Brokers and agents
throughout the country are familiar with the limited
market availability of California earthquake and
coastal wind coverage. If an agent in South Dakota,
for example, finds capacity and provides relief to the
market, the actions should be encouraged, not
legislated against.

Of course, these types of arrangements must be

regulated and policyholder protection also must be in
place.

But, are the policyholders of California entitled to
more protection than those in Louisiana? Shouldn't
the same high standards protect all policyholders? A
uniform set of regulations should apply to all brokers,
agents and insurers on a countrywide basis.

Brokers and agents should be licensed within their
state of domicile and then be allowed to purchase a
countrywide non-resident's license.

See Regulations on next page



I Persrrie

Benefits Large company leverage and gas industry several years ago In buslnesses like
engineering, where the supply of experienced people is

A number of large corporations have counteracted quite limited, many firms in Texas offer better benefit
b Contznued from previous page this problem by using their purchasing leverage and packages as a tool to attract and keep employees But,

baby" programs that have proved particularly popular creativity to offer flexible, attractive benefit plans that in general, employers are more apt to offer voluntary,
with busy working mothers who find the risk are also cost effective to their employees Large employee-paid programs to supplement their benefit

k screening, ongoing education and preventive care that companies have the infrastructure to support the packages This can often be done on a pretax basis to
is built into these programs attractive And, benefit management of cafeteria-style product options and the employee
managers like the positive feedback wellness programs that gives them a competitive advantage over smaller Meanwhile, smaller companies with three to 50
get from employees, and the cost benefit that early firms Bigger firms use that clout to their advantage people in their plans are picking up leverage in the
diagnosis and treatment provides with plans that set an expenditure limit for the year, benefits competition with larget firms thanks to the

 There is no question that benefit managers need to but offer flexibility within the parameters for creation of community rating systems in states such as
play a key role in helping their organizations compete employees to use those dollars for mecical, dental or New York This system of standardized benefits plans
effectively for talent, and keep their best employees and costs allows smaller companies to offer their
But, what will it take to achieve this objective? employees a range of flexible product options without

One of the real keys iS the ability to offer-and
6 effectively explain-very flexible benefit plans There is no question that benefit incurring burdensome financial penalties

In the next five years, we will experience dramatic
Equally important lS for benefit managers to learn managers need to play a key role changes in demographic trends and employee
their employees' needs first hand We see more and attitudes Benefit managers who are successful in
more mid-size and small companies doing sat:isfaction in helping their organizations

understanding the implications of those changes for
: studies, which is critically important to making the compete effectively for talent. their health plans, and responding with flexible L

-1 right plan design choices Then, once the hard approaches that offer choice as well as cost control,
decisions have been made, they are focusing on clearly will be integral to their company's efforts to recruit
communicating the Information employees need to and keep talented employees
make informed choices about their plan and the costs even dependent care Other attractive
involved employee-funded benefits can include voluntary life

Larger corporations, which are perceived to be less insurance and short-term disability coverage
attractive employers today due to waves of downsizing, There are also some profound regional differences Martin B Rosen w a sentor vp and
must pay particular attention to benefits to keep and that bear watching 1 chief marketing officer of New
recruit talent From 1987 to 1992, 5 6 million workers Larry Kachler, of Kachler Corp in Houston, points York-based NYLCcrre Health Plans

with more than three years of experience were laid out that larger employers in Texas are still quite Inc , a substdiary of New York Life
off-half of them white-collar employees And today, cautious about giving additional benefits-a view that " I Insurance Co that provides health b
Fortune 500 companies employ just 10% of America'S is colored by the difficult experience of taking benefits i /

andrelated employee benefits
workforce, down from 20% m 1970 away to reduce costs during the downturn in the oil servzces

Regulations
stand to reason that one uniform body is better Policyholders react and start moving their business

positioned to monitor and regulate the multinational to competitor companies enjoying the "superior"
financial institutions that our larger companies have rating

Continued from previous page evolved into? And what about the groups consisting of The Fictitious Group reorganizes and transfers all

Ha sn' t anyone stopp ed to think abo ut the a number of companies domiciled in different states? long-term liabilities to the two Fictitious Casualty
aggravation and idiocy associated with purchasing 49 Can one state auditing team pick ltS way through the companies, funding them adequately to meet the
different non-resident licenses with 49 different maze of intercompany and international agreements long-term obligations It then announces that these
expiration dates and 49 different continuing and definitively state that a company is solvent? companies are now dormant Business will be written
education requirements'> Wouldn't a federal team be more suited to the only in one of the Fictitious Fire companies, which are

The states perform a number of functions very well challenge? Shouldn't there be a uniform set of now funded to meet the qualifications needed to
It is their charge to protect their special interest financial and capitalization requirements to conduct regain the superior rating
group, the citizens and policyholders of the state interstate commerce? While today's policyholders of the newly organized

Very simplistically, why not leave states in charge Another recent trend lS for some of our largest superior-rated companies are adequately protected,
of areas of intrastate activity such as pollcyholder insurers to reallocate their assets among their member what becomes of the dormant companies? What if
complaints, ratemaking, FAIR plans and auto companies, consolidating 1 ong-term their current reserves are inadequate? What if the

assigned rlsk plans, along with regional necessities liabilities-pollution and asbestos, to name Fictitious Group declares the Fletitious Casualty :
like the Illinois mine subsidence pool and the Florida companies insolvent? Will the Fictitious Group be 
windstorm pool held responsible to meet its policyholder obligations

k

Another form of regulation that works very well on or will the state guaranty funds be tapped? Is this
Some functions may be betterthe state level is state surplus lines associations practice a sound financial vehicle for meeting ,

While various state surplus lines laws require that performed on a national level. State long-term obligations, or is it a smoke-and-mirrors

surplus line filings and tax payment be made by a attempt to maintain market share?

resident surplus lines broker, restricting interstate regulation isn't working now, and its There are a host of issues that haven't been

surplus lines placements to resident agents only prospects for the future are bleak. addressed and numerous functions that state

appears to be in vogue insurance commissioners perform New markets and

It is suggested that increased competition and new challenges require new and innovative

additional capacity is very much in the policyholder's approaches The dynamics of doing business in today's

interest Considering the geographics of policyholders' two-within one or two of these companies This type fast-paced and ever-changing environment require
needs on a national level, this policy is a step of restructuring has been taking place when the that all aspects of the Industry be brought under
backward Instead, why not enact a national, uniform group's superior financial rating is challenged Thus, scrutiny One of these is state regulation Some
surplus lines law/requirement and create 50 surplus instead of all member companies sharing a financial functions may be better performed on a national level
lines associations'> Allow brokers and agents to rating, two tiers of companies evolve within the State regulation isn't working now, and its prospects
purchase a nationwide non-resident surplus lines group Companies of the top tier, whose long-term for the future are bleak Exploring the options and
license Then allow anyone holding either a resident liabilities have been transferred to another company, reducing the waste and inefficiency in our industly is
or non-resident surplus lines license to make the are funded to meet superior financial rating in our best interest
appropriate filing and pay the taxes to the requirements and continue as the current risk-bearing Wouldn't lt be nice if we could reduce the overall
appropriate state companies of the group costs associated with putting an insurance policy in

Too often, brokers and agents have been forced to On the other hand, the companies assuming the the hands of the consumer?
circumvent the law only because compliance is long-term liabilities are funded to meet their current Did you ever stop to wonder why the consumer
impossible Bear in mind that 99 99% of out-of-state reserve obligations views our product with a laundiced eye? The dynamics

placements with non-adrnitted insurers are legal Like most insurance topics, this approach can be of change require that we change our mind-set, our
transactions made in the best interest and with the convoluted and is illustrated best by a simple attitudes and our way of doing business
full knowledge of the policyholder Increased example
competition creates additional capacity, new The Fictitious Group comprises Fictitious Fire of
products, broader coverages and market-driven Illinois, Fictitious Fire of California, Fictitious *

pricing Casualty of New York and Fctitious Casualty of
By definition, the non-admitted market is more Wisconsin

susceptible to fraud and unscrupulous transactions All companies carry a group pooled rating of A+, or N
Instead of overregulating and punishing the honest superior Rating organizations assess the group's

majority, why not direct the resources at ability to meet its long-term commitments, and, based
identification and prosecution of the guilty parties? upon projected ultimate payouts m the pollution and

Robert F Rosenkoetter is up of
Kelly & Elltott Ltd, an excess and

Enter the federal government again Doesn't it asbestos areas, downgrade the group rating to "good " surplus hnes broker in Chicago
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Lloyd's investor buying insurer was "love at first sight" and the
company was the largest Hiscox
could afford

As for already owning an Insur-

Purchase by Hiscox fund reverses a trend in market wntes substantial commercial lines ance company m the event that
and professional indemnity bum- Lloyd's reconstruction and renewal

By SARAH GODDARD Holdings shares, subject to Lloyd's at the begmnlng of this month, the ness plan fails and the market goes into
consent The Tndent Partnership parent company of Venton Under- Peter Cullum, managlng director runoff, Mr Hiscox descnbed the

LONDON-Corporate capital at owns 28% of the issued equity of writing Agencies Ltd was acquired of Economic Insurance, said a num- situation as "nice icing on the
Lloyd's of London is spreading its Hiscox Dedicated, with a further by Bermuda-based Venton Hold- ber of parties had been mterested cake "
wlngs mto the wider Insurance 28% held by Hiscox Holdings, its mgs Ltd Venton Holdings' largest in buying the insurer, which was In a response to calls from names
market, with the first purchase of a directors, staff and family shareholder lS the Trident Partner- bought by its management from to put Lloyd's into runoff, the DTI
U K insurance company by a cor- The acquisition of Economic In- ship, and Risk Capital Reinsurance Danish insurer Hafma Insurance had warned that if that occurred, lt
porate capital provider last week surance wlll bring Hiscox's market Co also has a stake Co Ltd in 1993 But "the ovemd- would take between six and 12

Hiscox Dedicated Insurance capitalization to £150 million Mr Hiscox said Hiscox Dedi- ing consideration was to create a months to authorize new insurance
Fund PLC, which provides capac- ($229 5 million) Gross premiums cated had been interested in buying situation where we go forward as companies to pick up the busmess
ity to the three syndicates managed wntten by the insurer and Hiscox Economic Insurance because lt Economic," he said (BI, Jan 29)

by the Hiscox Group, has signed an syndicates last year totaled £525 wanted "to control our own des- Mr Hiscox said that Hiscox had Mr Hiscox said, however, that
agreement to acquire Economic In- milhon ($8033 milhon) tiny" For the past six years, the 'fhrted with major companies" and several Lloyd's agencies already are
surance Holdings Ltd for £355 Hiscox Dedicated Chairman Rob- agency had been trying to build up considered startmg an msurer itself in discussions with the DTI about
milhon ($543 milhon), subject to ert Hiscox said the deal is particu- business outside Lloyd's, m over- But with Econorme Insurance it this le'

approval by the U K Department larly excitmg smce it is the reverse seas markets as well as in the
of Trade and Industry The com- of the recent trend of Insurers buy- Unlted Kmgdom About 10% of ltS
pany wlll fund the acquisition with ing into Lloyd's business now comes from outside
an issue of shares At the end of last year, Bermu- the Lloyd's market

Hiscox Dedicated owns 25% of da-based NAd Ocean Ltd mvested The product ranges of the two in-
Hiscox Holdings, the managmg $78 milhon into the Brockbank surers are "complementary," said
agency branch of the Hiscox Group, Group, giving the insurer a 51% Mr Hiscox Although personal lines r

-V.----0//I- '.-0 -A .>.
e

and also announced its intention to controlhng interest in the business business makes up the hon's share
purchase the remaining Hiscox I'BI, Dec 18, 1995) More recently, of Economic Insurance's mix, it also 1

1995 claims total $150 billion 24
-

Natural and man-made catas- Worst losses The highest insured catastrophe - - dt-*14
losses were incurred in the Unitedtrophes accounted for nearly 10% i or-

of worldwide insured losses of caused by storms, States Since 1970, average an- , J + Zi-:3/..
$150 billion, according to Swiss nual U S insured losses have been

Reinsurance Co 's 1995 global sta- Swiss Re finds $3 9 billion compared to,$19 bil- w «1*,

lion in Europe and $400 million in tistics

JapanLast year, more than half of the from the Jan 17 Kobe, Japan, C-

$146 billion in insured catastro- quake and ltS aftershocks totaled
Overall insured losses were

phe losses were a result of the $82 4 billion Insured damage nearly one-third the amount rec- The MV Braer sank off the coast of Scotland's Shetland Islands

Kobe quake, Hurricane Opal, hall from the Kobe quake totaled only orded in 1994 but 73% higher in 1993, spilling 24.7 million gallons of light crude oil. Negotia-

in Texas and winter storms and $2 5 billion, though, because than the annual average for the tions to settle final claims from the spill are continuing.
floods in Northern Europe earthquake insurance was rela- penod 1970-1994 Natural disas-

Swiss Re estimates total damage tively uncommon in Japan ters alone caused insured losses of

$12 4 billion

Swiss Re's listing of natural ca- Can £80 million in claims
tastrophes by size from 1970-

--7 1 1994, shows an increase in the be settled with £10 million?
number of losses exceeding $ 1 bil-(1Most 2fpensbre 1995 catastrophes lion

A long-term look at the cause of
sn,Insured Yes, says fund for spill claimsCatlistrophe major catastrophe losses show

7--damage that 21 of the 30 worst events that By EDWIN UNSWORTH
j $247 billion Kobe earthquake r occurred since 1970 resulted from

21 billion Hurricane Opal P-
storms They were also the most LONDON-The International 011 Pollution Compensation Fund

1 14 billion ft Mby hailstorms and floods m U S costly for insurers From 1970 to expects to pay only a fraction of the £80 million ($122 4 million) of

1 billion #S 1 Fdbruary Atorms and floods in northern Europe 1994, insured storm damage outstanding liability claims from the 1993 MV Braer oil spill

1 i875.millio ' *:Hurticane'Mbrilyn rfZ'- - . worldwide amounted to $35 bil- With a combination of negotiation and legal victories, the fund
1666 Millidn ' 1 4- Marqh fl66Els in 0 S.U' ;c· '1 J lion a year, and during the period predicts that it will be able to slash claims to a level within there-

1989-1995 it was $9 3 billion a470 millidn b!.It Januar-blizzaraS in,U S 1 .11 6 I - . maining £10 million ($15 3 million) it has allocated for the loss
)L

390 rii,liidn tturricane Erinfi 1 1
year To date, protection and indemnity clubs and the IOPCF have

•4

1360-million C Maydnadoes in U.S 1 ,1 .1 1 1 1-L In addition to a chronology of paid £47 million ($71 9 million) in liability claims from the spill,
all 291 catastrophes recorded the which occurred when the tanker ran aground in a storm off the360 million'!|sIMaysto;ms agdflood6 in U.S. , . »] P _ rui report also contains tables listing Shetland Islands on Jan 5 1993 (BI Jan 18 1993 Jan 11, 1993)327#111116;{ Aplil hallstorms in U S. gil 11 r r · 1- ._rt_| the most costly disasters since The tanker sank in heavy seas, spilling 24 7 million gallons of Nor-1 24*1111166': 241?m,Illon Hurnal'e Roxanne /

December freeze, storms, powdr ou;ades in U Sl_.1 1970 and analyses of global trends wegian light crude 011 The spill limited fishing along a 47-mile
in disasters stretch of coastline around the wreck

234:mt"Ii)h &)Fik& m,US carbet factory, -, Ij I FLI Copies of the report, Sigma No Of the £47 million paid, the shipowner's insurer, Norwegian
174*nillion il@Fire In Swiss watct) factory , u> 1 rLJ 2/1996, will be available after protection and indemnity club Assuranceforeningen Skuld, coh-•

mid-March, For a free copy, call tributed about £5 5 million ($8 4 million)-the maximum it was 11-1' 4 ,»ur34 swiss Reinsurance Co. , ]PL_  '· 1 011'.. 11 i'J . 49-41-1-285-2239, or fax 49- able to pay under the 1969 Civil Liability Convention The IOPCF
41-1-285-4749 paid £41 5 million ($63 5 million)

 11 q -By Don Lewis Kirk The IOPCF has 68 member countries and is funded by contribu-
tions from 011 companies in proportion to the volume of oil they

LIRMA adding members receive by ship In any oil pollution incident involving fund mem-
bers, it will make a contribution sufficient to take liability pay-
ments up to a maximum of 60 million Special Drawing Rights
($87 8 million) per incident, including what a shipowner's insurer

Association hopes move will strengthen London market has paid This means the fund lt still liable for about £10 million
to meet outstanding Braer claims

LONDON-In a bid to nomic Area-which includes the This extension of ordinary However, as a three-year time limit for submitting claims drew
strengthen London's position as a 15 European Union nations as membership takes into account to a close in January, a flood of last-minute claims pushed the to-
ma or insurance center, the re- well as Iceland, Liechtenstein and changes brought on by the E U - tal of outstanding liability claims to £80 million

1
named London International In- Norway E ffective March 1, these third non-life directive, which As she was leaving last week for the Shetland Islands to meet

1
surance & Reinsurance Market companies are now able to under- came into force July 1, 1994, and with claimants, Sally Broadley, an IOPCF claims negotiator, said
|Assn is extending full member- write business in the London mar- allows insurance business trans- she was confident the level of claims would be greatly reduced
ship to European insurers and re- ket without a London office actions across E U member state "The idea of us running out of funds is unlikely We don't expect
insurers that do not have a physi- "Ordinary" members have full borders LIRMA will continue to that to happen," she said
'cal presence in the city access to the London Processing offer associate memberships, The P&I club and the tanker's U S owner, B&H Ship Manage-

To help London compete with Centre-a joint venture between which provide access to LIRMA ment Co, believe many of the last-minute claims are without
other markets like Bermuda and LIRMA and the Institute of Lon- research but not processing facili- merit and were submitted in haste to beat the deadline They ex-
the United States, more than 80% don Underwriters that provides ties, to companies around the pect, like Ms Broadley, that negotiations will eliminate or greatly
of LIRMA members voted last computer systems to the London world reduce many of the claims before they go to court in Edinburgh,
month to give "ordinary member- company market-and are li- Already, Skandia Insurance Scotland Most of the new claims have come from local Shetland

ship" to insurers and reinsurers censed to write insurance and re- Corp Ltd of Stockholm, Sweden, fishermen, salmon farmers and property owners
licensed in the European Eco- insurance in the London market See LIRMA on page 19
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U.K. companies may face new uninsurable risk
By EDWIN UNSWORTH Government panel proposes reform also said the proposal lS not likely pany was fined £60,000 ($91,800)

to widen commercial policyhold- in late 1994 (BI, Jan 16, 1995)

LONDON-Proposed reforms of of corporate manslaughter charge ers' liability exposures "In prac- In that case, it was relatively

Britain's corporate manslaughter tice, it probably won't have a easy to Identify the "controlling
laws that would make it easier to could "reasonably" be expected of civil verdicts, also are ininsur- large impact," the ABI stated mind" because the business had a

charge companies with the offense a company able An ABI spokeswoman ex- single owner
would create an uninsurable lia- That differs from the current Reg Brown, who underwntes plained that while the proposed Several other notorious cases

bility for companies, say risk corporate manslaughter statute, directors and officers hability m- change would make lt easier to have not been prosecuted on cor-
m ana gement a nd insurance which applies only in cases where surance at Lloyd's of London, said bring criminal charges against a porate manslaughter charges be-
groups one person can be identified as a the only hkely 1nsurable element company, anyone with a negligent cause no single manager could be

A recommendation to create a "controlling mind" of the com- under the proposed reform would wrongful death claim already can singled out for fault These m-
new criminal offense of -corpo- pany tied to a death be defense costs He pointed out pursue it under civil law So, clude the 1987 Herald of Free En-
rate killing" came last week from Those companies found guilty of that directors and officers cover- while the proposed law change terprise ferry disaster in the En-
the British government's legal re- the new corporate killing charge age applies to individuals, would expand the avenues of re- glish Channel, in which 187 peo-
form body, the Law Commlsmon would face unlimited fines They whereas the new law is likely to dress for negligence, there already ple died, and the 1987 King's
The commission said the change is also could be ordered to ensure result in charges against a com- is a "substantial" exposure for Cross subway fire in London,
needed because the current con)0- that there is not a recurrence of pany as a whole businesses, she said which killed 31 people

rate manslaughter statutes, which the situation that caused the Stuart Hyslop, spokesman for Charges of corporate man- The Law Commission said di-

stem from laws dating to the 19th death Fines would be fixed ac- the Assn of Insurance & Risk slaughter are rarely brought be- sasters like these have been fol-
century, have resulted in only four cor(ling to the circumstances of Managers in Industry & Com- cause of the narrow definition un- lowed by various inquiries that
prosecutions and one conviction each case Fines imposed under merce, agreed that penalties un- der current law In fact, there has found corporate entities likely at
despite dozens of cases involving existing environmental laws for der the proposed law would be been only one conviction fault, but the narrow definition of
deaths injuries or death caused by corpo- uninsurable Because risk manag- In that case, recreation com- corporate manslaughter pre-

According to the commission, rate activities could be one bench- ers would not be able to finan- pany OLL Ltd and its managing vented successful prosecution
corporate killing would be mark, the commission suggested cially plan for losses, their likely director, Peter Kite, were found The commission submitted its

"broadly comparable to killing by However, these fines would be approach would be to try to con- guilty of negligence contributing proposa ls to the government,
gross carelessness " A company uninsurable nsks on two counts vince management to avoid any to the deaths of four young canoe- which has said it will consider
could be prosecuted for the crime Fines, in general, are not insur- situation that could put them at ists On a trip arranged by the com- them as part of its long-term ob-
if death resulted from a manage- able and penalties imposed under risk, he added pany Mr Kite was sentenced to ]ective of creating a new criminal
ment failure that fell below what criminal charges, as opposed to The Assn of British Insurers three years m prison and the com- law code iii
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STATE OF DELAWARE STATE OF DELAWARE WANTED
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TOWNSEND BUILDING TOWNSEND BUILDING
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INSURANCE AGENTS REQUEST FOR PROPOSALS of Finance
INSURANCE COVERAGE OFFICE tion Insurance Other interested agencies 1996 3,172
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Policy covers gap
in pollution cover

AIG offering coverage in Germany
for cleanup of policyholder's property

By DON LEWIS KIRK

FRANKFURT, Germany-Ameri-
can International Group Europe S.A.
is offering new pollution coverage to
German companies, which until now
have had to absorb losses from pol-
lution damage to their own facilities.

Such exposures generally have
been excluded from pollution cover-
age since Germany's Assn. of Liabil-
ity & Casualty Insurers introduced
standalone environmental impair-
ment liability insurance in 1993. At
that time, German insurers excluded
coverage for cleanup costs to a poli-

Before standalone EIL

coverage existed in
Germany, companies'
own environmental risks
were covered.

cyholder's own property from pollu-
tion coverage as a reaction to strin-
gent pollution laws.

The lack of coverage for that risk
has proved costly for companies with
soil pollution exposures on their own
property, says Dirk Grote, a pollu-
tion liability expert with broker
Jauch & Huebener KGaA. "The re-
fusal of insurers to carry Irisks seri-
ously endangered company earnings
in some cases."

Insurers' refusal to cover a policy-
holder's own cleanup costs meant
that a risk that was typically insured
before EIL coverage was introduced
was now excluded from coverage,
Mr. Grote said. Before standalone

EIL coverage edsted in Germany,
companies' own environmental risks
were covered by so-called water pol-
lution coverage.

The introduction of the AIG cover-
age may give buyers relief from such
coverage gaps, he said.

Using what it calls a building-
block system, AIG can individually
adapt coverage to a policyholder's
needs using 12 different "blocks" of
coverage. The blocks include:

• Inherited pollution risks that the
policyholder discovens on its prop-
erty but did not cause. The coverage
would mimburse cleanups that the
policyholder makes without govern-

LIRMA
Continued from page 17
has announced that it will use the
LPC facilities to process Skandia
International business outside its
London market operations. Last
October, Skandia converted its
London-based subsidiary into a
U.K. branch regulated from Swe-
den (BI, Sept. 18, 1995)

Skandia International's presi-
dent, Marie-Louise Wenander,
said: "Access to LIRMA's central
processing and settlement facili-
ties will considerably enhance the
handling of international insur-
ance and reinsurance business,
both for Skandia and our clients."

A LIRMA spokesman confirmed
that approximately a dozen Euro-
pean companies have expressed
an interest in becoming LIRMA
members through the amended
rules, and he said that several

ment intervention.

Coverage could also be extended
to cover unknown, inherited environ-
mental exposures.

•New pollution to a company's
own property. This covers contami-
nation that the policyholder discov-
ers and cleans up without govern-
ment intervention.

• Inherited pollution that a policy-
holder has been ordered to cleanup
by the government.

• New pollution that a policy-
holder is required to cleanup by a
government order.

Limits of 50 million DM ($33.91
million) are available under the
claims-made policy, with a mini-
mum deductible of 100,000 DM
($67,820) and a minimum premium
of 30,000 DM ($20,346), said Mr.
Grote of J&H.

AIG Europe Vp Daniel Walsh,
based in Frankfurt, Germany, says
underwriting limits will be guided
by individual exposure and, in some
cases, may contain a self-insurance
component.

"Insurance applies to risks AIG
deems to be clean" after an inspec-
tion, Mr. Walsh noted. "If a company
sees a potential claim or has an in-
herited exposure, then it may take a
risk management approach" to limit-
ing that risk or, in some cases, it can
take a higher retention before insur-
ance is provided or finance the risk
via a captive.

AIG believes most of Germany's
industry has made a great commit-
ment to environmental issues and
plans to seek "clients that demon-
strate thorough property loss con-
trol," Mr. Walsh said.

Combining risk transfer and risk
management will help companies re-
duce their pollution exposures, ac-
cording to Mr. Walsh, who said he
believes a broad range of clients,
from midsized to large companies,
could benefit from the new EIL cov-
erage

"Ideal is the gas station on the cor-
ner that has recently replaced its
holding tanks," he said. "The client
knows the consistency of the ground.
In that case, risk transfer is a solu-
tion."

"This has closed the coverage gap
created by the introduction of envi-
ronmental liability insurance three
years ago," according to J&H's Mr.
Grote. lal

have visited the LPC.

Although the move is seen as a
way of strengthening the competi-
tive role of the London market,
both through reduced bureau pro-
cessing costs and increased access
to European brokers, it could ulti-
mately lead to a greater glob-
alization of insurance business.
The new LIRMA regulations will
give outside insurers that own
businesses inside the European
Economic Area access to London
market business through those
subsidiaries.

Also, insurance brokers and in-
termediaries within the economic
area also can gain access to the
LPC systems and the London In-
surance Market Network, subject
to certain requirements. These in-
clude maintaining a separate eli-
ent account and providing LIRMA
with an irrevocable letter of credit
of £250,000 ($383,250).

-By Sarah Goddard
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Michigan tax not pre-empted by ERISA
By SALLY ROBERTS

CINCINNATI-A Michigan tax on
employee benefit plan payments is
not pre-empted by the Employee Re-
tirement Income Security Act, a fed-
eral appeals court has ruled.

The ruling sterns from lawsuits
filed by Morton Th:okol Inc.-part of
which has since become Chicago-
based Morton International Inc.-
and Chicago-based Akzo America
Inc. seeking "declaratory rdief" from
the state's tax under the pre-emption
provisions of the federal benefits
law. Those provisions pre-empt state
laws that relate to employee benefit
plans.

Morton was joined by one other
employer, while Akzo's suit included
about 20 other companies.

The Michigan Single Business Tax
is a 2.35% levy on businesses' ad-
justed tax base, which the statute
defines as the sum of a business'
compensation to officers and em-
ployees, depreciation, interest pay-
ments and profits. The compensation
component of the tax base includes
in its definition employers' contribu-
tions to both ERISA and non-ERISA
retirement and health benefit plans.

Both Morton and Akzo sponsor
benefit plans in the state governed
by ERISA and both file Michigan
SBT returns.

In its consolidated Feb. 23 ruling,

Settlement
Continued from page 3

and the willingness of both parties
to either negotiate a settlement or
go through the courts.

One case in which Judgment
Purchase invested involved a eli-

ent of San Jose plaintiff attorney
William Keegan. Before the com-
pany invested, the defendant in-
surance company had made only
"ridiculously low" settlement of-
fers, he said. The invested money
went to hiring an experienced ap-
pellate attorney, and the case re-
suited in a satisfactory settlement,
said Mr. Keegan, who would not
provide details.

Such litigation speculation
could lead other defendants to
make higher settlements offers,
some insurer attorneys say.

"It gives the plaintiffs more
staying power and, with that, the
ability to demand more money in
settlements," said Jonathan Bank
of Chadbourne & Park in Los An-

geles.
"I think it's innovative and will

probably make it a bit more ex-
pensive to settle cases to the extent
that they are involved," he said.

"I don't think insurance defense

lawyers would be too happy about
it," though plaintiffs' lawyers may
think that potential investments
would help level the playing field
with insurance companies when
pursuing judgments won at trial,
said Donald Hilliker of McDer-
mott, Will & Emery in Chicago.

Others, though, caution that in-
vesting in litigation can be a diffi-
cult proposition.

"Litigation is an extremely spec-
ulative investment, and I think if
people are interested in taking
those kinds of risks, there are ar-
eas where they can get a much
higher award," said David Spector
of Mayer, Brown & Platt in Chi-
cago.

"I think a lot of people are going
to lose a lot of money," Mr. Spec-
tor said of the investment concept.

"Appeals are often difficult to
second-guess," according to Nick
Pears6n of Carter, Ledyard &
Millburn in New York. "I think it

a three-judge panel of the Gth U.S.
Circuit Court of Appeals in Cincin-
nati reversed an earlier district court

ruling in favor of Akzo, which had
found ERISA pre-empted the state
tax on the benefits, and Affirmed an-
other district court ruling against
Morton, which had found ERISA did
not pre-empt the SBT. Using a pre-
vious case, Shaw vs. Delta Air Lines
Inc., as a guide, the 6th Circuit said
the U.S. Supreme Court carved out
an exception to ERISA that saves
state laws from pre-emption if they
"affect employee benefit plans in too
tenuous, remote or peripheral a man-
ner to warrant a finding that the law
relates to the plan."

The appeals court found that
Michigan's SBT falls within the
Shaw exception because the tax con-
stitutes a traditional exercise of state

authority, has only a penipheral ef-
feet on an ERISA plan and does not
affect relations among the principal
ERISA entities because it applies to
all employers doing business in
Michigan whether or not they con-
tribute to ERISA plans.

If the mere reference to an ERISA

plan in a state law were enough for
pre-emption, "ERISA would pre-
empt a non-binding resolution
passed by a town board declaring
February 1996 as 'ERISA Awareness
Month.' Surely Congress did not in-
tend such a broad and unreasonable

is a kind of crap shoot."
Mr. Pearson said this kind of

practice may "make judgment
holders who are required to de-
fend their judgment on appeal
more likely to resist a potentially
favorable settlement and therefore
create a greater burden on the ap-
pellate cours."

"However, whether or not this
will ultimately benefit judgment

pre-emption doctdne," the 6th Cir-
cuit panel's unanimous decision said.

"We don't know at this point" if
the consortium of taxpayers involved
in both cases will appeal to the U.S.
Supreme Court, said Michele Hallo-
ran, a partner at Howard & Howard
Attorneys P.C. in Lansing, 1VIich.

"We are certainly dismayed" by
the 6th Circuit's reluctance to deter-
mine a state statute that specifically
refers to an ERISA plan is pre-
empted on that basis alone, said
Howard & Howard partner Patrick
R. Van Tiflin, who tried the case.
The court also failed to address evi-
dence that Michigan's SBT "has a
direct and significant impact on the
ERISA plans" at issue, he said.

Michigan is the only state with
such a single business tax, according
to attorneys familiar with the case.

Thiokol Com., Morton International
Inc. and Bee Chemical Co. vs. Dou-
gkis B. Roberts (treasurer of the state
of Michigan) and Thomas M Hoattin
(commissioner of revenue of the state
of Michigan). No. 94-1903

Akzo America Inc., et at, vs. The
Revenue Division and Department Of
Tteaswy in the state of Michigan,
Douglas B. Roberts (treasurer of the
state Of Michigank and Thomas M
Hoattin (commissioner of revenue of
the state of Michigan). No. 95-116/
95-1171

holders is difficult to say. There
are times that judgment holders
should accept reasonable settle-
ment offers rather than risk rever-
sal on appeal, so I find it difficult
to anticipate the actual benefit or
detriment that this may have for
relatively strapped judgment hold-
ers. It could result in unwise pur-
suits of appellate decisions," he
said. El
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Collapse
Continued from page 3
operating from offices in Maitland,
Fla. Writing mainly personal annu-
ity and life contracts, the insurer in
1993 reported premiums of $112.5
million, total assets of $453.3 million
and policyholder surplus of $36 mil-
lion.

The Delaware Insurance Depart-
ment, increasingly worried about its
assets, first placed the insurer under
confidential supervision and then, in
May 1994, ordered it into rehabilita-
tion. Ultimately charging that $200
million of the company's assets were
missing, regulators obtained a liqui-
dation order in 1995.

Regulators and Met Life last week
announced plans for Met Life to
take over 20,595 annuity contracts
and 3,888 life policies with a retro-
active assumption date of Jan. 1.

Since National Heritage has no
assets to transfer along with the as-
sumed liabilities, state guaranty
funds effectively will be funding
Met Life's reserves with an immedi-
ate payout of $402 million.

The plan was awaiting Delaware
court approval last week but is ex-

Tennessee
Continued from page 1

neys, who face proposed restrictions,
including a $10,000 cap on legal fees
in some claims resolved before trial.

Tennessee and Alabama are the

only two states in which contested
workers comp cases go directly to
the courts, rathe than through a
separate administrative hearing sys-
tem. The litigious system expands
the duration of disagreements and
drives up attorneys' fees, critics say.

"With a few minor corrections, it
is 93% assured of passage," said
Carter Witt, president of the Tennes-
see Assn of Business, which has
more than 1,700 members with be-
tween three and 20,000 employees.

"This is a good start," said Steve
Millikan, vp of workers comp for the
Schaumburg, Ill.-based Alliance of
American Insurers, which partici-
pated in a broad-based coalition that
developed reform goals.

Employers particularly favor mov-
ing to a loss-cost system from prior
approval of fully developed rates,
which include an insurer expense
component. They believe it will cre-
ate a more competitive market for
workers comp insurance and, thus,
help depopulate the residual market
pool, where 52% of all premium is
currently written.

"The marketplace, and not govern-
ment officials in Nashville, should
determine rates," said David Goetz,
executive director of the Tennessee

Business Roundtable, which repre-
sents 200 employers. "Competition
best serves the interests of businesses
in the state and will, over time, hold
down rates and mduce the size of

the assigned risk pool," he said in a
statement.

Employers also favor streamlining
the rate approval process to allow
the commissioner of commerce and

insurance to decide on advisory pro-
spective loss costs. The current sys-
tem requires three state officials-
the insurance commissioner, secre-
tary of state and governor-to give
prior approval to fully developed
rates.

Charles Fentress, state director of
the National Federation of Indepen-
dent Business in Nashville, which
represents mostly small businesses,
endorses the streamlining, too. "It's
better market-driven than politically
driven."

"The rate approval process is
unique and lends itself to delays in
Einal resolution of rate cases," ex-

plains Peter Burton, senior vp of the

pected to close in May, at which
time the guaranty funds will have to
kick in. The biggest contributions
are to come from: Florida, $147.4
million; Michigan, $73.5 million; and
Texas, $72.2 million.

"This is the largest amount we
have ever had to come up with in
one year," said Dana Carroll, man-
ager-insurance services at NOL-
HGA.

Other life insolvencies have been

bigger, but those estates had at least
some assets to cover claims and

guaranty fund payouts have been
spread over several years. Guaranty
funds, for instance, will pay out
$2.73 billion from the Executive

Life Insurance Co. collapse. But that
will be spread over seven or eight
years and the initial 1992 payout
was only $100 rnillion, NOLHGA
said.

The guaranty funds may ulti-
mately recover some of their Na-
tional Heritage payout, if liquida-
tom can dispose of some $200 mil-
lion in illiquid assets and win law-
suits now pending in several states.

The National Heritage collapse
triggered an intensive investigation
by the FBI, Internal Revenue Ser-
vice, U.S. Postal inspectors and the

National Council on Compensation
Insurance in Wayne, Pa. The NCCI
files rates on behalf of workers comp
insumrs and manages the assigned
risk pool in Tennessee.

Some employers hope a more com-
petitive market may help lower
workers comp premium rates, too.

Bill Weigel, owner of Weigel
Stores in Knoxville, told a legislative
committee recently that the workers
comp costs for his small dairy and
several convenience stores increased

nearly 25% in the last 242 years. It
now amounts to 60% of his total

$500,000 insurance bill. "If this con-
tinues, we won't survive," he said.

Overall, though, rate increases in
Tennessee have been relatively low
during the past several years, though
employers there have not had the
rate decreases several other states

enjoyed after passing reforms.
The NCCI is still seeking a 4.8%

rate increase, which the secretary of
state rejected recently, but did not
1dll, Mr. Burton said.

Despite its mariy positives, the re-
form proposal, "doesn't go far
enough," said the NFIB's Mr. Fen-
tress, echoing the sentiments of some
other business groups. Legislators
are failing to address two knotty
problems, they say.

One is that a formula is needed to

determine appropriate benefit levels
for injured workers, considering fae-
tors such as their age, education and
skills, said the roundtable's Mr. Go-
etz. That will solve the problem of
judges sometimes ordering "wildly
different" levels of benefits for simi-

lar injuries, particularly permanent
partial disabilities, he said.

Clearer definitions of what consti-

tutes a compensable injury are
needed to ensure that workers comp
benefits are being used to pay only
work-related disabilities, he added.

The Legislature is expected to dis-
cuss such changes next year.

The roundtable wants to see

greater use of independent medical
exams to replace "dueling doctors"
in contested cases, Mr. Goetz said.

For their part, employees generally
favor reform proposals, especially
beefing up the commissioner of la-
bor's authority so he can enforce ex-
isting laws that require initial bene-
fits be paid within 14 days, instead
of the 30 or more days - it usually
takes, said Jim Neeley, president of
the Tennessee AFL-CIO.

Slow payments are a tactic insur-
ers use to "starve (claimants) out,"
said Brian McGuire, state director of
Tennessee Citizen Action, a con-
sumer group in Nashville. irl

U.S. Attorney in Orlando, Fla.
Mr. Davies was the first person

indicted in the probe. According to
the indictment, he defrauded Na-
tional Heritage after gaining control
of its parent in 1990 with partners
Patrick Smythe and Lambert G.
Aloisi, who are not named defen-
dants.

The three men were owners of

Tri-Atlantic Holdings Ltd., which
offered to contribute $4 million in
new capital to the then-troubled in-
surer in exchange for Lifeco stock,
the indictment says.

At the closing, Mr. Davies turned
over a check for $4 million drawn
on an account set up by Michael D.
Blutrich, Tri-Atlantic's New York

lawyer. The account actually con-
tained only $1 milhon, though, in-
cluding $525,000 in allegedly stolen
funds, the indictment says.

Once Tri-Atlantic had control of
Lifeco, Mr. Davies became trea-
surer, Mr. Aloisi president and Mr.
Smythe secretary of National Heri-
tage. Mr. Davies and Tri-Atlantic
then arranged to transfer $3 million
in National Heritage money to the
Blutrich account to _ cover the $4

million check, prosecutors allege.
Mr. Davies later arranged another

ADA
Continued from page 3
these and the common sense of these
sbike me."

In other instances, Sears permitted
an employee whose head was shaved
due to brain surgery to wear hats at
work, allowed an employee to sit all
day on a stool after foot surgery, and
gave a flexible work schedule to a
worker with mild cerebral palsy to
facilitate use of public transporta-
tion. None of the actions cost Sears

anything.
It can be great for companies will-

ing to make such accommodations to
Main disabled workers; firing and
replacing a Sears employee cost
$1,800 to $2,400 on average in the
period covered, the report said.

Sears seldom had to spend several
hundmd or thousands of dollars to

accommodate a disabled employee,
but instead follows a corporate ethic
in which the company is "literally
making hundmds of accommoda-
tions a day that they don't docu-
ment," Mr. Blanck said.

Despite its workforce of 300,000,
Sears keeps official ADA claims low
by encouraging employees to solve
their problems informally. For exam-
ple, the company has a toll-free tele-
phone number on which Sears work-
ers can discuss confidential ADA-re-

lated questions. That phone line,
which is part of the Sears Ethics and
Business Policy Assist Program, is
staffed by employees who are
trained to handle ADA-related ques-
tions. Supervisors and employees am
encouraged to find remedies to
work-mlated difficulties without re-

porting them to superiors
"The corporate culture and the

business goals aIE more important, I
believe, than any corporate dog-
and-pony show," Mr. Blanck said.

Sears had 141 formal cases of

ADA-related dispute resolution be-
tween 1990 and 1995, and, unlike at
many other companies, few have
gone to court.

"Virtually all of them (would) have
been the subject of litigation in other
corporate settings," Mr. Blanck said.

Nearly half-61 cases-were or-
thopedic cases, and Mr. Blanck said
he believes one improvement Sears
can make to its risk-prevention pro-
gram is a better back-injury preven-
tion program.

Sears executives were not avail-
able for comment last week.

Mr. Blanck made these conclu-

sions about corporations generally:
• Despite the protestations of
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$14.1 million in fraudulent loans to
companies he secretly controlled or
to companies that then forwarded
the proceeds to Mr. Davies' firms,
prosecutors allege.

Delaware regulators forced Mr.
Davies to sever his links to Lifeco in

1991 after learning that he had been
convicted on firearms charges in the
United Kingdom.

Mr. Davies is to be arraigned later
this month, and was expected last
week to be released on bond.

Meanwhile, Delaware regulators
are suing many of those allegedly
involved in National Heritage's de-
rnise for fraud and negligence. Law-
suits include:

• A complaint filed in federal
court in Orlando against Mr.
Smythe, Mr. Aloisi, Mr. Blutrich,
Houston lawyer Richard M. Plato
and several others.

It charges the defendants con-
spired to swindle National Heritage
by arranging for it to swap more
than $100 million in securities for a
block of mortgages worth far less
than Mr. Plato had represented. In
the process, the defendants siphoned
off $15.8 million through a trust
company controlled by Mr. Plato.

None of the defendants or their

lawyers could be reached.
• A suit in federal court in New

York against National Housing Ex-
change Inc., from which National
Heritage bought its largest single as-
set, $126 million in mortgage-
backed debentures.

Keith Pound, president of a Lifeco
mortgage unit, told Delaware regu-
lators in 1994 that the debentures

were "highly overcollateralized" and
would yield 12.5%, according to
findings by a federal magistrate.

In fact, though, mortgages back-
ing the debentures had been ac-
quired at a Resolution Trust Corp.
auction using National Heritage's
own money, and up to 90% were
non-performing at year-end 1993,
the magistrate found. Delaware reg-
ulators allege the debenture sale
was fraudulent; the defendants gen-
erally deny that.

• A complaint in federal court in
Orlando against Standard Chartered
Bank PLC. of England, which al-
legedly loaned $35 million to two
"shell" firms represented by Mr.
Blutrich and Mr. Smythe using as-
sets of National Heritage as collat-
eral. The two firms defaulted and

the bank liquidated the assets, the
suit alleges. lei

Days Inn disputes liability
for franchisees' ADA duties

By ROBERT KAZEL

WASH[NGTON-A guest using a wheelchair ardves at a hotel, only
to discover a steep access ramp without handrails, cramped space in
the bathroom and clothes rods in the closet too high to reach.

If the hotel was built within the last three years, its owner could face
stiff penalties under Title I[I of the 1990 Americans with Disabilities
Act. But who is liable for correcting violations if the hotel is run by an
independent franchisee, and the franchiser disclaims all msponsibility?

That question may be answered by a legal clash between the U.S.
Justice Department and the Days Inn of America Inc. hotel chain.

In suits filed in federal district courts last month, the Justice Depart-
ment claims that five Days Inn franchisees failed to comply with the
ADA. The five suits seek $50,000 fines for each hotel and ask Days Inn,
its parent company, Parsippany, N.J.-based Hospitality Franchise Sys-
tems Inc., the franchise owners, architects and general contractors to
bring the hotels into compliance.

The Justice Department said it has found ADA violations in 28 new
Days Inn hotels in the last 18 months. Most owners have agreed to co-
operate in correcting violations, but the department said the five who
were sued refused.

Days Inn has 1,700 franchise hotels.
Title m of the ADA requires that public accommodations built and

designed after January 1993 conform to architectural guidelines ensur-
ing safety and access for the disabled.

Days Inn is partly culpable because it helped plan the hotels and
sometimes reviewed designs and inspected facilities, the Justice Depart-
ment says. But the franchiser cannot be held responsible for its franchi-
sees, said Jeanne Murphy, vp and corporate counsel of Days Inn. "The
franchisee owns the hotel," she said. "We don't operate them We don't
control what goes on there. We can't fix these hotels. We don't have the
right to do that. From a business standpoint, we have no choice."

Although Days Inn requires new franchisees to agree to abide by a
set of standards and to sign a licensing agreement, and though hotels
must pledge to comply with the ADA rules, Days Inn has no power to
police the franchisees to correct violations, Ms. Murphy said. Although
Days Inn offered to work with the franchises to correct the ADA viola-
tions, the Justice Department refused to accept any arrangement unless
Days Inn accepted at least some liability for the infringements, she said.
Doing so would create a dangerous precedent for future dealings with
franchisees, she said.

"We don't believe we have any liability and the Justice Department
apparently thinks we have 100% liability," she said.

Several days before the Justice Department filed suit, Days Inn filed
its own suit against the department in U.S. District in Pecos, Texas,
ashng a judge to clarify the hotel chain's responsibility for franchisees
under the ADA.

some businesses, the ADA has not
placed an undue burden on corpora-
tions to accommodate the disabled.

• Companies must develop ways
to measure how much time they ac-
tually spend planning accommoda-
tions for people with disabilities. Do-
ing so, he said, would enable compa-
nies to determine if they are dealing
with such cases efficiently and also
help generate a pool of data through
which corporate America can ana-
lyze the costs of ADA compliance.

• Mom data on companies' accom-

modations for disabled workers is

needed, even if some companies fear
violating workers' privacy and risk-
ing a lawsuit.

For a free copy of 'Communicating
the Americans with Disabilities
Act-Transcending Compliance.
1996 Follow-up Report on Sears
Roebuck & Co.," write to the Annen-
berg Washington Program, Willard
O#ice Building, 1455 Pennsylvania
Ave. N.W., Suite 200, Washington,
D.C. 20004-1008."
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The active company retains the re- the parties" native benefits" Mame, Nebraska, North Carolina,Missouri mainmg 20% of those habilities, but Mr Meehan signed a postscnpt ac- MIssourt regulators pressed CI- Rhode Island and Vermont
they are 100% remsured by the run- knowledgmg he received the letter GNA for their deal because they be- North Carolina regulators are

Continued from page 2 off operation If the runoff fachty and agreed to the department's heved CIGNA's plan violated the studymg whether CIGNA's reorgani-
into active and runoff operations on fails, which CIGNA and ltS support- terms state's assumption reinsurance law, zation comphed with the state's as-
Feb 7, and seven states where CI- ers say is extremely unlikely, the ac- A CIGNA attorney has asserted Mr Divine explained sumptlon remsurance law and, more
GNA subsidiaries are domiciled ap- tive operabon would be contmgently that the Missoun deal provides poh- That law, based on a National importantly, whether North Carohna
proved portions of the plan shortly hable for only that 20% cyholders m that state no greater Assn of Insurance Commissioners pollcyholders would have guaranty
afterward (BI, Feb 12) But, the side deals that regulators protection than policyholders in model law, prohibits insurers from fund protection if the ninoff facility

The potential impact of the regula- are seeking, if successful, could sig- other states have moving pohcyholders Into unhcensed fatls, said Deputy Commissioner Ray
tory maneuvenng on the A- solvency nihcantly boost the percentage of Ed K Ota Jr, asmstant general companies unthout their pnor con- Martinez
rating that CIGNA's acbve operabon long-tail habihbes that the active op- counsel for CIGNA Property & Ca- sent Colorado regulators have not com-
has received from A M Best Co is eration ultiniately would be obh- sualty Insurance Co, also suggested CIGNA's lead runoff company, pleted analyzing whether CIGNA's
unclear The ratmg was the prime gated to cover that Cahfornia regulators would take Century Indemnity CO, is hcensed in reorganization plan violated the
motivation behind CIGNA's reorga- If the regulators get the deals they no further actton all states But, CIGNA first moved state's assumption reinsurance regu-
nizatlon Into active and runoff oper- want with CIGNA and those deals Mr Ota expressed his views in a pollcyholders through a new entity, lation, Deputy Commissioner
ations affect an aggFegate of 5% or more of letter publlshed in Busmess Insur- which it created for hterally mo- Maryellen Waggoner said Colorado

Best may have to reassess the rat- the pollcyholders that would have ance late last month (BI, Feb 26) ments by dividing INA m two under has asked CIGNA to submit by
mg if a significant number of pollcy- been moved to the runoff facihty, In addition, a CIGNA spokesman a unique Pennsylvania law Regula- Wednesday a plan for commumcat-
holders move back to the active op- California could seek a similar deal blasted Busmess Insurance's cover- tors in Missoun and some other ing an explanation of its reorganiza-
eration, but it will walt untll the reg- as well age of the company's reorganizatlon states considered the new entity unh- tion to pollcyholders
ulatory actlon plays out, said Eric Callforma was one of seven states plan and the efforts by some pohcy- censed Georgia is reviewing the Missoun
Simpson, a vp with Best's property/ that had to sign off on the reorgam- holders and nval insurers to derall it Some state guaranty funds, as well deal Regulators ln Maine, Nebraska,
casualty division in Oldwick, N J zation plan, and it quickly did so "We beheve that Busmess Insurance as the National Conference of Insur- Rhode Island and Vermont could not

The A-, or excellent, ratmg is cru- But, the approval letter to CIGNA is moving from reporting the story to ance Guaranty Funds, agree The be reached
cial for CIGNA It lS the lowest one contained that 5% threshold ProM- talang an active role in creating the NCIGF infolmed the Pennsylvania Michigan does not have such an
that wall stll attract quallty bum- mon story," a CIGNA spokesman said department m a December heanng assumphon reinsurance regulabon
ness, CIGNA has said Without it, A Feb 10 letter from Steven C But, Mr Divine reiterated last on the plan that guaranty funds But, Insurance Commissioner D Jo-
CIGNA's property/casualty opera- Divine, dirktor of Missouri's fulan- week that his interpretation of the probably would take that position seph Olson said he has concerns
tions could face financial perll as cial division, to James F Meehan, Missoun deal is that it gives the (BI, Dec 11,1995) about the adequacy of the runoff op-
pohcyholders opt for higher-rated in- CIGNA's assistant general counsel, state's CIGNA pollcyholders the op- CIGNA officials have said regula- eratlon's reserves, which he has
surers, they said spells out the tmetable for CIGNA port:unity to decide whether they tors and the NCIGF do not under- called "doubtful," (BI, Jan 22)

CIGNA earned the ratlng by mov- to notrfy ltS Missoun pollcyholders wlll be covered by the active or run- stand its reorganization plan Pohcy- Besides giving pollcyholders a
ing 80% of its asbestos and environ- with long-tail claims about the com- off operation No other CIGNA poll- nolders remain covered by their ong- choice of which operation they are
mental liabilities to the runoff opera- pany's plan to move their coverage cyholders have that nght mal insurer or its legal successor, CI- in, Mr Olson would hke the active
ton and baclang them with a sizable mto the runoff facillty And, Cal-fomia Deputy Commis- GNA has said operation to provide additional rein-
addition to reserves, capital contn- The letter states that if pohcyhold- sioner Noms W Clark states m a Eight states have adopted assump- surance for the ninoff facihty and to
butions and reinsurance protection ers dlspute this move and CIGNA Feb 21 letter to CIGNA that the tion remsurance regulations, noted guarantee that it will respond if the

CIGNA officials say the plan fully cannot reach a settlement with them deal Missoul claims it struck could Mr Divine, who contacted all of runoff company fails and the state
funds the insurer's long-tall habill- within a specified time, the depart- tngger the 5% provision if pohey- them about the Missoun deall Those guaranty fund refuses to cover
ties three times over ment Mll "adludicate the nghts of holders receive "additional or alter- states are Oregon, Colorado, Georgia, claims £Il

Florida agent convicted of fraud : Lloyd's notifying names
Mason sentenced to 10 years in prison for issuing bogus policies of likely Equitas premiums

By DOUGLAS McLEOD manager of a now-defunct rein- taxes, Mr Audlin said Mr Mason LONDON-Lloyd's of London members wlll receive an indication
surance pool that was hit with offered several false explanations

this week of the cost of the reinsurance premium to close all of theirTALLAHASSEE, Fla -A state scores of lawsuits over unpaid for the bogus policies as the 1992 and pnor habilities mto Equitas LtdJudge has sentenced a Florida in- claims in 1988 (BI, Dec 5, scheme unraveled, first blaming
Apprommately 34,000 members wll have a chance to assess what a

surance agent to 10 years in 1988) an IAU employee, then saying for- Lloyd's spokesman descnbed as "the last element m the bndge struc-prison for collecting more than $2 Accolade also acted as a rein- mer Leslie & Godwin Director
ture" between the old and new Lloyd's The statements provide eachmillion in premiums on phony surance intermediary for Kenil- Barne West had approved them member with an estimate of mdividual habllities, credits, personal

policies he issued in the name of worth Insurance Co of Illinois, and later maintaining that Mr
stop-loss recovenes, 11tlgation settlement amounts and debt credits,Assicurazioni Generali SpA of which collapsed m 1982 and Goepfert had approved them, Mr

Italy based on results through Dec 31, 1994
which Mr Goepfert later pleaded Audlin said

In a letter to members accompanying the four-page statement, Chair-
Michael T Mason, former head guilty to defrauding, Illinois In- Mr Goepfert and others in- man David Rowland pomts out that the hgures "could change in aof International Assurance Un- surance Department documents volved with the program cooper-

derwriters of Maitland, Fla, was show (BI, Aug 16,1993)
number of ways before we make the final offer"

ated with a Florida Insurance De-
Uncertainties that could affect the final premium for each member

convicted of racketeering and or- While IAU's Mr Mason initially partment investigation and later mdude posmble errors in the data being used Members are asked to in-
ganized fraud charges for issuing produced business following aided prosecutors in the criminal

form their agents of any Inaccuracies
more than 170 bogus policies cov- guidelines established for the pro- case, according to Mr Audlin Mr Also, the Equitas reserving work is still under way, though a spoke-
ering hundreds of millions of dol- gram, he also started issuing Goepfert, Mr Rutty and Mr West man said that vanattons across a member's spread of syndicates would
lars of commercial property in Generali policies and collecting all testified for the prosecution at

probably even out changes Litigation settlement sums and debt creditsFlorida and seven other states premium without reporting it to Mr Mason's trial may also change, and discussions with personal stop-loss underwnters
The conviction followed a the other brokers or Generali, ac- State investigators recovered are not erpected to be concluded before May If aggregate Equitas flg-

lengthy investigation and a one- cording to David Audlin, Florida about $1 1 million of the diverted ures-which stand at £13 2 bilhon ($20 2 bilhon)-do not change,
week trial in which prosecutors chief assistant statewide prosecu- premium from Mr Mason's bank Lloyd's estimates that the mdicative hgures Wlll vary by no more than
were assisted by convicted felon tor accounts

£15,000 ($22,950) for 95% of members
John V Goepfert Eventually, the bad policies Generali also issued valid poli-

Lloyd's has moved back the date of its annual general meellng more
Leon County Circuit Judge L numbered more than 170, on cies covering most of the bum-

than a month to July 15 to give members more tame to review the plan
Ralph Smith Jr also sentenced which Mr Mason collected more nesses Mr Mason had defrauded -By Sarah Goddard
Mr Mason to 30 years probation, than $2 million in premiums and with bogus policies iiI

barred him from the insurance

business in the state and ordered

him to pay $791,090 in fines and and vice president have a commit- gram and providing a defense for locked as it can possibly be, and lS-
restitution OSHA ment to the labor urnons," there employers when tralned employees sues like this one unfortunately get

Mr Mason is appealing the con- aren't going to be any major dellberately disobey safety regula- caught m that "
viction Continued from page 2 changes" to OSHA, he said tons But he made clear that the ad- Rep Ballenger's decision to stop

Starting in 1991, Mr Mason's portunltles Subcommittee on Work- He said he decided not to push nimistrallon would not support any pushing his reform bill was not un-
IAU was one of several agencies force Protection and sponsor of H R ahead with his blll in the House be- reform legislatlon as it eun'ently ex- anticipated, said Paul Brown, dire-
producing small commercial risks 1834, the Safety and Health Im- cause he did not want to Jeopardize ists Enactment of either bill would tor of government affairs for the
for Generall under a program provement and Regulatory Reform the re-election chances of the 73 result m Increased deaths and in]U- Risk & Insurance Management Soci-
managed by two London brokers Act freshman GOP House members in nes in the workplace, he said ety Inc in New York

Leslie & Godwin Ltd, an Aon The act, which Rep Ballenger m- the face of a certain veto that he Reform proponents dispute Mr "It doesn't come as a surpnse to
Group unit now known as Nichol- troduced last year, would, among would have no chance of overndlng Dear's contention us We've always viewed Chairman
son Leslie Group Ltd, acted as other things, require that at least He promised, however, that even Tom O'Day, associate vp-federal Ballenger's bill asa httle too extreme
lead broker on the hospitality half of OSHA's budget be spent on though H R 1834 "may not do any- affairs for the Alliance of American to get through the Senate," he said
program underwritten by Gener- non-enforcement activities and that thing but rattle cages this time," he Insurers m Washington, said "I do One observer said the House might
ali, documents show the Mme Safety and Health Adrmn- would continue to push for reform m not think that the safety and health sttll act on reform

Leslie & Godwin in turn drew istration merge with OSHA the future He also held out the pos- of this nation depends on the future "I thmk they're watching the Sen-
bumness from Citadel Insurance The Clinton administration has mbility that very hmited legislation of OSHA OSHA has contnbuted to ate and determining what members
Services Ltd, another London "essentially stopped the chances for containing only reforms that the ad- that and will contmue to contnbute want and are wllhng to support in a
broker that itself acted as a con- comprehenmve OSHA reform thls ministration supports might be intro- to that, but there are dynamics in bill," said June D'Zunlla, associate
dult for risks generated by IAU year" by threatenmg to veto both the duced tins sesmon the marketplace that have contnb- director-employee relations for the
and other U S agents House bill and the less-sweeping Joseph Dear, the U S assistant uted to safety and health " National Assn of Manufacturers in

Citadel's managing director, Senate bill, Rep Ballenger said last secretary of labor who heads OSHA, Mr O'Day said it was "unfortu- Washington "I don't want to give a
Maurice Rutty, hired Mr Goepfert week dunng a confer,ence sponsored outhned what would be acceptable nate" that the Ballenger bill is ap- false sense of hope, but I don't thInk
as a consultant on the Generah by UBA Inc, a Washmgton-based to the White House m remarks later parently dead, "but lt happens, this admitting there needs to be a sub-
program, documents show employer group m the day at the same conference is the polltical year that amves every stantial reworking of the bill is a

Mr Rutty formerly headed Ac- "This year is an election year and These initiatives indu(ie codifying four years and that makes it as par- throwing up of the arms in defeat,"
colade Underwriting Agency Ltd, due to the fact that the premdent OSHA's Voluntary Protection Pro- tsan as it can possibly be, as gnd- she said



There's less magic in this year's market Bi Insurance Index

some lines of business from certam jurisdic- cause U permits an msurer to walk away from 1,300
By MYRON M. PICOULT tions and improved paid-loss trends With re- deficiently priced business or to wnte more 1,280

spect to the former, in some mstances, under- busmess at the appropriate time, while strong
Special to Business Insurance writers were adjustlng reserve postures well cash flows practically offset the pressure on 1,260

PRIMARY property/casualty companies ahead of average tails Paid-loss trends have net investment Income Last but not least is
JL and reinsurers have posted several good clearly been affected by the slowed pace of in- capital management there are times in the in- 1,240

ear'nin'gs years, including stlll-to-be-reported flation, cost containment on medical care and surance busmess when 11 makes more sense
1995 results In addition, the stock market some apparent positive changes on the tort for management to buy back the company's
performance of many individual property/ca- front Nevertheless, the mdustry's reserve his- stock than to "Invest" m deficiently pnced
sualty equities outpaced the Standard & tory has at best been checkered Hence, not- business
Poor's 500 Index for 1995 and those of most withstanding improvement in some of the It wlll be very interesting to see which in-
others were not far off the mark In contrast, components, we are skeptical of the reserve surers choose what options Indeed, every-
remsurance equities posted stock price in- moves by many Insurers Our vlew is based on body loves a magic show until the money dis-
creases that averaged about 75% of the S&P history, some evidence that retentions are be- appears lul

500 advance We beheve 1996 is likely to be a ing increased and the potential of looming
more challenging year for both primary and potholes for some reinsurance recoverables Myron M Pzcoutt 23 a 1/19 1/26 2/2 2/9 2/16 2/23 3/1 3/8
remsurance equities in both stock market and In 1996, we believe earnmgs visibility and managing director and se- Base=100 on Dec 29,1978
earnings performance effective capital management in this group mor insurance analyst at Source Nordby International Inc

We beheve there will be disappointments in will become mcreasingly important, though Flrst Manhattan Co tn

both the premium growth and operating earn- not to the exclusion of strong balance sheets f lf New York He w the past PCS catastrophe optionsings-excluding capital gains or losses-of and strong cash flows The earnmgs visibility president of the Assn of
some msurers as 1996 progresses The pro- factor lS hkely to become more important as  Asol March 8

Insurance & Financzat

lected slowdown m premium growth lS hkely evidence of shortfalls in corporate earnings
Call Pnce Call Price

Analysts and a member Of  spread bid/ask spread bid/ask

to mirror what is becoming an increasingly and specific insurance company earnmgs sur- , the New York Soczety of Eastern September 1996 West Annual

competitive pricing environment, particularly face A strong balance sheet is important be- Secunty Analysts 40/60 54/6 30/50 -448

m casualty coverages This trend is likely to 50/70 4/6 40/60 35/45

80/100 2 5/4
be exacerbated by what appears to be a rush Employers have time to put 401(k) plans in order 80/100 1 8/2 5

to gam market share by many of the partial- Southeast Sept 1996 Texas June 1996

40/60 4/5 10/20 1/18pants, notwithstanding their commentary WASH[NGTON-Most employers that are encourage employers who wittlngly or unwit- 
about "newfound disciplines " Yet actions delinquent in placing contnbutlons mto 401(k) bngly have misused their workers' savings to  Total volume 100 Total open interest 2,140
clearly speak louder than words plans can do so until Sept 7 without facing come clean," said U S Labor Secretary Robert i __Forif]!9rmation on PCs cat options, call 312-435-3674

Moreover, as net investment Income growth any penalty under a new Department of Labor Relch [ Source Chicago Board of Trade
is pressured by declme m the yield curve, in- amnesty program "Basically, they're Just saying, 'put employees
surance compames will seek to offset this To avoid fines, employers must tell the de- m the posihon they would have been m lf British Issues
pressure by raising their retentions, which partment that they have failed to deposit em- things would have been done nght to begin
constrams relnsurance premium growth, and ployee contnbutions on time with, said Seth Tievsky, a pnncipal of Ernst

March 7 Price P/E Div Yield 1 week

seeking market share through pnce cuts In Among the companies meliglble for amnesty & Young LLP m Washmgton Companies pence pence % high-low
Commt Union 604 11 6 35 3 5 8 606-602

good times and bad times, there have always are those that fail to make timely deposits af- The Labor Department's grace-penod an- Genl Accident 653 98 38 8 59 653-648 ,

been war stones about individual pnce reduc- ter Apnl 5, those that have been notified by nouncement follows by several months its an- Gdn Royal Exch 249 92 11 3 45 252-249

tions on certain pollcies in certain geographic any federal agency that the government mtends nouncement that it was bghtenlng the rules on Independent 474 95 141 30 475-440

Royal 371 70 200 54 375-371areas However, while competition is endemic to mvesttgate their plan, and those that have employer transfers of employee contnbutions Sun Alliance

to the business, we beheve the mcrease in this unpaid participant contnbutions that exceed Under a 1988 regulation, transfers must be
392 81 216 55 392-389

phenomenon is symptomatic of the more ag- the total amount of employee contnbutions re- made assoonas posmble and not more than 90 Brokers

gressive postures by purveyors to attract bum- ceived or withheld m 1995
Bradstock 68 113 71 104 68-68

days after employees make contnbutions (BI, Fenchurch 125 84 106 85 126-125

ness Some anecdotal evidence suggests poll- To get amnesty, employers must contnbute Dec 18,1995) CE Heath 166 104' 125' 75 170-166

cies being written that could be described as the gmater of the plan's actual returns dunng The department investigated some 300 em- JIB Group 106 112* 94' 89 107-105

"one-loss policies" m essence, one loss hter- the time of delinquency or the amount of inter- ployers for fallmg to follow the transfer rules Lloyd Thmpson 176 108 113 64 176-172

ally offsets the premium est the contnbullons would have generated About 100 employers have already settled
Lowndes Lmbrt 150 81* 110* 73 150-150

Nelson Hurst 170 113' 95* 56 170-170
Over the past few years, many insurance The mterest 15 calculated with the rates used Most of the companies mvestigated are small Sedgwick Grp 135 10 5 81 60 136-135

compames have buttressed thew earnmgs by for calculatmg mterest on underpayment of Most large companies already transfe contn- Steel Brl Jones 44 55' 56* 127 44-44

either reducmg absolute reserve levels or m- taxes bubons very quickly Willis Corroon 162 146 83 51 162-157

crements to reserves, based on the exitmg of "Thm m -month grace penod wn]1, I believe, -By Mark A Hofmann Source Phillg Olsen, London * Actual Others estmated

Bi Industry Stock Report MARCH 4, 1996, THROUGH MARCH 8,1996

Weekly Year to date Annual Mkt./Bk Weekly Year to date Annual Mkt/Bk

BROKERS Pnce % change % change High Low Vol (000) $ Div % Yield P/E Book value value Pick % change % charge High low Vol (000) $ Chv % Yield P/E Book value value

Acordia Inc NYS 28 045 588 3388 2350 31 08 286 17 14.00 200 National Re Corp NYS 31 375 4.56 1743 38.13 28.38 95 02 064 11 1705 184

Alexander & Alexander NYS 18375 1 34 329 2644 1800 273 01 0.54 13 19.17 0 96 Navigators Group NDO 19 6875 5.00 11.70 2025 1275 94 000 000 19 1021 193

E W Blanch Holdings Inc NYS 2525 000 802 2550 1650 90 04 158 19 4.93 512 Nobel Insurance Ltd NDQ 12375 294 8.79 1275 875 78 02 162 6 684 181

Gallagher Arthur J & Co NYS 37.75 3 82 1.34 39 SO 3250 62 1.16 307 15 648 583 Ohio Casualty Corp NDO 3675 -0.68 5.16 4000 2900 80 16 435 13 2364 155

Hilb Rogal & Hamilton NYS 135 182 0.93 1438 1050 106 06 444 16 1.21 1116 Old Republic Intl NYS 33 222 704 36.50 23.63 664 0 52 158 9 2579 128

S,{ltt.enan NDO 725 333 9.38 1075 675 25 01 138 10 NA NA Orion Capital Corp NYS 465 159 720 4775 34.25 95 1 2.15 10 2600 179

NYS 9475 381 6.76 101.63 76.13 800 32 338 17 1995 4.75 Partner Re Ltd NDO 30 283 909 31.75 1975 1423 000 000 0 20.37 1.47

Poe & Brown NDQ 2425 300 251 2550 2100 442 0.48 198 14 5.15 4.71 Penn America Group Inc N[)0 12 303 1579 1550 700 56 016 133 9 640 188

BROKERS AVERAGE 21 45 27 17 Philadelphia Cons Holding NDO 20 25 3 57 24.62 2188 1200 30 0 0.00 14 1158 175

INSURERS/REINSURERS
PXRE Corp NDO 25 050 566 29 75 21 00 41 0.72 2.88 5 21.27 118

Prudential Rensurance NYS 23 5 1 57 053 25.13 1850 1252 0.12 0.51 NA NA
ACE Ltd NYS 45875 3.93 1541 50.38 23 00 1431 000 000 0 2245 2.04 Reliance Group Holdings NYS 7.75 606 10.14 925 500 2636 032 4.13 10 342 2.27

Acceptance Insurance Cos NYS 145 000 252 1750 13.13 93 03 207 30 1076 135 Rehastar Financial Corp NYS 45 5 4.71 2.54 51 63 3300 322 1 220 11 2453 185
AEGON N V NYS 42625 2.57 3.13 4675 2750 95 108 253 16 1728 2 47 RenaissanceRe Holdings Ltd NOO 26 875 3 59 11.52 3313 2072 573 0.00 0.00 0 NA NA
Aetna L,fe & Casualty NYS 75625 0.50 921 78 75 53.13 2139 276 365 34 48.85 155

Risk Capital Holdings N[X) 20 462 14.44 2338 1975 192 000 000 333 NA NA
AFLAC Inc NYS 47125 105 833 49.50 36.50 816 0.52 1.10 13 1758 268 RU Com NYS 25125 499 050 2588 18.13 35 0.52 2.07 25 2051 123

Allied Group Inc NDO 42.75 -0 58 1875 44.25 26.50 222 088 206 9 21.81 196 St Paul Companies NYS 54125 6.68 270 60 50 46.13 609 1.76 325 10 32 46 1.67
Allmerica Prop & Casualty NYS 26 625 143 1.39 2725 18 25 1116 0.16 0.60 12 1987 134 SAFECO Ccip NDO 34.75 5.12 0.72 39 75 27 00 1178 106 305 11 4495 0.77
Allstate Corp NYS 42 400 2.13 4600 26.13 3927 0.85 202 10 1875 224 Se,bels Bruce Group NDO 3 000 100.00 425 0.44 105 0.44 14.67 43 004 7500
American Financial Group NYS 31 625 1 56 327 34.50 22.88 883 1 316 8 24.94 127 Selective ins Group NDO 35625 2.40 0.35 3875 2725 167 1.12 3.14 10 2323 153

American General NYS 35875 3.04 2.87 39.13 3038 1368 13 362 14 1703 2.11 Sphere Drake Holdings NYS 11 125 1.11 20.54 19.13 11.00 150 000 000 0 1386 0.80
American Heritage Lite Ins NYS 22625 585 109 2388 1625 11 0.72 3.18 11 1251 1.81

TIG Holdings NYS 3025 5.84 6.14 33.13 1888 1438 02 066 16 1662 182

American Indemnity/Fin I NDO 10 000 0.00 1325 9.00 1 03 300 4 15.92 063
Titan Holdings Inc NYS 13 375 0.00 696 1575 938 56 03 224 10 9.04 148

American International NYS 95125 3 43 2.84 10338 6688 4316 034 036 18 3466 2 74 Tokto Marine & Fire N[)0 59 228 1061 6925 5088 11 04 0.68 20 57.72 102 1

American Re Corp NYS 365 581 10.70 45 00 32 75 1399 032 088 20 1677 218
Torchmark Corp NYS 455 396 055 4988 36.75 573 1 16 2 55 23 17.37 2.62

Aon Corp NYS 5175 1.19 3.76 55.38 34.25 784 1.36 263 15 1830 283 Transallantic Holdings NYS 705 -0.18 392 7525 57.75 90 048 068 12 3330 212

Argonaut Group NOO 33 076 1.54 3500 2888 46 1.32 400 14 2991 110
Transnational Re Corp NDO 22125 -056 9.69 27 25 19.13 29 02 090 6 1884 117

AVEMCO Corp NYS 14 875 2 46 703 1825 1463 70 0.48 3.23 17 628 237 T,avelers Corp NYS 63.25 7.33 1.00 7050 36.63 6138 09 1.42 12 24.77 2.55

Baldwin & Lyons Inc NDO 16.25 1 52 000 1800 14.25 36 032 197 8 1390 117
Trenwick Group Inc NDQ 51 75 0 49 8.00 57 50 41.75 170 1.24 2.40 12 2923 177

Berkley W R Corp NDO 47 3.87 1256 5550 3450 198 048 102 16 3446 136
United Fire & Casualty NDQ 30 5 1 67 893 37.25 1825 21 09 295 11 28.96 1.05

Berkshire Hathaway Inc NYS 37000 278 15.26 38000 002150000 2 000 000 78 10089.11 367 U/Inn NDO 48 204 0.00 5175 44.50 342 22 458 13 37 51 128

Cap,tal RE Corporation NYS 34.75 109 1301 35.13 2200 231 024 069 11 2782 1.25
UNUM Corp NYS 585 209 636 6188 39.88 799 106 181 15 26.45 2.21

Capsure Hotdings Corp NYS 16.25 2.99 780 18.13 1238 439 000 000 15 1461 111
US Fac,lities Corp NDO 17.75 2.74 1696 2338 1275 234 0.24 1.35 7 1420 1.25

Chubb Corp NYS 96375 3.26 -039 104.38 57.00 1088 216 2.24 12 4892 197
USF&G Corp NYS 14 375 6.50 1481 1950 1338 3440 02 139 9 10.86 132

CIGNA Corp NYS 11575 374 12.11 12550 6825 1169 32 276 40 8046 1.44
USL[FE Corp NYS 29.75 165 -0.42 3325 2388 326 0.93 3.13 10 3845 0.77 '

CNA Financial Corp NYS 115 150 1.32 12325 71.75 78 000 000 9 7113 162
Washington National NYS 26125 2.79 5.43 3050 1775 128 1.08 4.13 10 25.13 104

EMC Insurance Group Inc NDO 12375 -660 1000 1525 975 8 056 453 8 1113 111
Zenith National Ins NYS 23875 053 11.70 24.88 19.38 89 1 419 66 1635 1.46

EXEL Ltd NYS 69 75 0.36 1458 7225 4250 149 04 057 0 31.47 222 Zurich Reinsurance Centr NYS 31 236 206 3250 27.88 63 000 0.00 36 21.64 143
Fremont General Corp NYS 23 625 1.05 3.57 26.25 12.63 538 06 254 9 1904 1.24 INSURERSREINSURERS AVERAGE 15 10 21 190
Frontier Insurance Group NYS 31 375 1.18 195 33.75 20 25 62 048 1.53 13 14.65 214

Gainsco lic ASE 10375 2.35 8.79 1238 831 159 0.05 0.48 13 398 261 HEALTH MAINTENANCE ORGANIZATIONS
General RE Corp NYS 1485 085 4.19 158 25 123.88 1569 204 137 15 5935 250 FHP International NOQ 32625 0.77 1447 34.25 1950 1387 000 000 28.15 116

Guaranty National Corp NYS 13 625 1.80 11.38 1900 13.38 176 05 367 20 1160 1.17 Humana Inc NYS 24.25 3.48 11.42 2888 1700 5012 000 000 21 6.56 3.70

Harleysville Group NDO 275 000 1506 33 00 23.75 91 076 276 9 2072 133 Oxford Health Plans NOO 8675 452 1743 86 75 38 50 4200 0 00 0.00 61 656 13.22

Hartford Steam Boiler NYS 49.25 1.01 1.50 52 50 40.88 135 228 463 16 14 68 335 Pacificare Health Sys NDQ 925 2.78 6.32 98.75 44.50 447 0.00 0.00 24 15.02 6.16

HCC Insurance Holdings NYS 5375 750 45.27 5550 21 75 576 000 000 25 15.86 339 Safeguard Health Enter NOO 13 25 3 92 1398 13.25 863 39 000 000 26 6.15 2.15

ITT Hartford Group NYS 5025 406 3.88 53.75 47.38 3087 16 318 11 45 46 111 Sierra Health Semces NYS 33 875 -0 73 6.69 3600 22.13 200 0 00 0.00 28 9.22 367

Lincoln National NYS 52 625 4.10 2.09 57.00 39.75 638 184 350 11 2890 182 United Healthcare Corp NYS 625 6.54 4.40 6900 34.13 3842 003 005 40 1617 387

Market Corp NDO 8875 260 1755 9100 44.50 9 0.00 0.00 14 2571 3 45 U S Healthcare NOO 46 875 3.60 081 50 75 26.50 9504 11 2.35 19 5.66 828

Meadowbrook Insur Group NYS 29875 9.63 10.82 3388 2400 92 008 027 22 NA NA Wellpoint Health Networks NYS 33 375 1.84 3.89 3700 2738 447 000 000 18 14.26 2.34

Mid Ocean Ltd NDO 39 263 505 43.00 2613 917 025 064 0 22.18 176 HMOs AVERAGE -05 53 03 26

Mutual Risk Mgmt Ltd NYS 435 333 492 46.50 2663 42 04 092 20 9.72 4 48 ALL COMPANIES AVERAGE 13 19 23 23

NAC Re Corp NYS 32.75 2.96 903 3900 2825 214 02 061 9 1823 180

, Top advancing issues. Meadowbrook insur. Group, HCC insurance Holdings, American Heritage Life Ins. Leading dectiners. Travelers Corp, St Paul Companies, EMC Insurance Group Inc. Most active issue: U S Healthcare. The Bl Index fell 23%, the-
Dow Jones 30 Industrials fell 1 2%; the S&P 500 dropped 1.7% and the NYSE Composite fell 1 6% Book values are updated annually by Nordby International Inc System design Nordby International Inc



It's a risky
world...

+

but Duncanson & Holt has it covered.

We create innovative reinsurance products to cover the challenges
of an ever-changing world. As North America's largest accident
and health reinsurer, we offer a wide range of treaty and facultative
products including:

Special Risk/Personal Accident

Occupational Accident

Excess Portfolio Medical

Specific & Aggregate Stop Loss

Long Term Disability

Long Term Care

We're known for financial strength and sound management, with
over $500 million in annualized premium and a per occurrence
capacity of $100 million.

In a world of risk, Duncanson & Holt is the reinsurance partner
you can trust.

db
Duncanson & Holt Group

Atlanta, Chicago, Dallas, Hartford, London, New York, Philadelphia,
Portland (Me), San Francisco, Seattle, Singapore, Toronto


