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The failure of a Galaxy IV orbiter disrupted up to 90%
of pager services in the United States last week.

Few lawsuits

seen in failure

of satellite
By MICHAEL PRINCE

Despite disrupting millions of pager users, the failure
last week of a communications satellite is not expected
to lead to litigation or significant losses for the compa-
ny.

Greenwich, Conn.-based PanAmSat Corp., the satel-
lite's owner, has declared the satellite a total loss, and
the company has filed a $165 million insurance claim,
said Alden Richards, president and chief executive offi-
cer of Greenwich-based Space Machine Advisors Inc.,
the risk management consultant and broker for PanAm-
Sat. The claim is not expected to affect the soft insur-
ance market for satellite risks.

The Galaxy IV satellite computer processor that kept
the orbiter's antenna facing Earth failed on the evening
of May 19, and a backup processor also failed, the com-
pany said. As a result, the satellite cannot keep itself
properly oriented, rendering it useless for transmitting
signals.

The signal loss disrupted 80% to 90% of pager ser-
vices in the United States, as well as television transmis-
sions and other communications that used the satellite.

To correct the problem, the company is now helping
customers direct their antennas toward two other satel-

lites. One of the satellites, Galaxy VI, is being shifted
into the position now occupied by the hobbled Galaxy
IV, which is being moved to a higher altitude. The move
is scheduled to be completed on May 27. By Friday
morning, the company said, it had restored service to all
its Galaxy IV customers.

As of Friday, Plano, Texas-based Paging Network
Inc., the nation's largest paging company, said it had re-
stored service to 95% of its 10.4 million customers.

The Galaxy IV satellite, launched in 1993, had
See Satellite on page 54
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Updates
GOP lawmakers to consider

tax treatment of health plans
WASHLNGTON-House Speaker Newt

Gingrich is asking a GOP congressional task
force to reconsider health care issues, including
tax treatment of employer-provided plans and
patients' rights.

The speaker indicated that he might embrace
some regulation of managed care plans, al-
though not regulations as radical as those ad-
vocated by Rep. Charles Norwood, R-Ga., the
author of the Patient Access to Responsible
Care Act, or congressional Democrats, who
have called for a "patient's bill of rights."

See Updates on next page

Viagra suit challenges
plans' denial of claims

By ROBERT KAZEL

Employee benefit experts are close-
ly watching a lawsuit filed last week
seeking to compel health insurers to
cover the controversial and expensive
impotence drug Viadra.

Corporate benefit managers to date
are cautiously responding in a variety
of ways-or not at all-to requests by
employees for coverage of the drug.

Some self-insured employers are al-
lowing coverage of Viagra but limiting
the number of pills that can be ob-

tained monthly. Others are attempting
to tighten controls on utilization by
requiring added authorization from
doctors, rather than merely allowing
ennployees to use a drug card at a
pharmacy to obtain coverage of a pre-
scription of the highly popular pills.

And some are taking a wait-and-see
approach. As a result, prescription
benefit management firms, which nor-
mally refer to their pre-approved for-
mularies to check for covered drugs,
still are waiting for guidance from
some corporate clients on how to han-

dle Viagra requests.
Many employers whose workers are

largely enrolled in health maintenance
organizations have not had to con-
front the issue, because managed care
companies typically are making their
own decisions on whether and how Vi-

agra is covered.
Viagra, developed by Pfizer Inc. to

treat erectile dysfunction, was ap-
proved by the Food and Drug Admin-
istration on March 27. Since then,
sales of the drug have skyrocketed.

See Viagra on page 52

Texas tax review sparks fear
other states will follow

Taxing direct procurement
As of 1996, the most recent year for which data is available,

31 states had taxes that apply to direct
procurement of insurance.
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By ROBERTO CENICEROS

Risk managers and other alternative risk financ-

ing market participants fear that one state's re-
newed effort to collect independent procurement
taxes from policyholders will trigger more states to
seek these revenues.

Risk managers and other experts are reluctant to
openly discuss the issue for fear of drawing the at-
tention of tax collectors in states that do not have

independent procurement taxes or have yet to de-
vise adequate collection methods. In fact, several
sources familiar with the issue declined to comment,
citing such concerns.

Independent procurement taxes, also called direct
procurement taxes, are on the books of about 30
states. The tax is levied on buyers who independent-
ly procure insurance policies outside the admitted
and approved, non-admitted markets. The tax is
paid directly by the policyholder.

See Tax on page 53

Employee privacy suit upheld
Court rejects employer claim that suit blocked by exclusive remedy

By MEG FLETCHER

MILWAUKEE-A recent federal

court ruling exposes a new gap in the
exclusive remedy provision of Wiscon-
sin's Worker's Compensation Act.

The ruling upholds the privacy
rights of a former bindery worker un-
der another Wisconsin law governing
privacy. It also allows him to continue
suing his former employer, a catalog
printing company, for inappropriately
revealing information about his
chronic liver condition.

The ruling marks the most recent
threat to the integrity of the exclusive
remedy doctrine, which is the shield
built into the workers compensation
system to protect employers from be-
ing sued for damages by workers who
are injured on the job (BI, May 19,
1997).

In addition, the ruling emphasizes
for employers their liability for work-
place privacy issues under a variety of
state and federal laws, including Wis-
consin's privacy law as well as the
federal Americans with Disabilities

Act.

Workplace privacy issues are a
growing concern in this technological
era, Judge Lynn Adelman of the U.S.
District Court for the Eastern District

of Wisconsin in Milwaukee empha-
sized in a 16-page opinion issued last
month. He said the "privacy conun-
drums" employers and workers face
today include monitoring of electronic
mail; mandatory drug and alcohol
testing; polygraph testing; video
surveillance; and medical disclosures,

See Privacy on page 50



9 / DU66/6666 1/6Ju/Unle, ividy LJ, 1330

Updates -
Benefit tax policy scrutinized

Gore seeks cleanup funds
Contlnued frompreumus page Vice president's proposal could prompt Congress to act

After a closed-door meeting with members of the task force last
Wednesday mght, Rep Gingrich, R-Ga, told reporters he wanted the By MARK A. HOFMANN ate and two in the House-are de- had been polluted before the law
task force to reflect "2lst Century thinking" in its approach to signed to revamp the controver- went into effect in late 1980
reform, and he said he would meet with its members again next WASHINGTON-Vice Presi- mal environmental cleanup pro- At the center of the current dis-

rnonth dent Albert Gore Jr 's call on con- gram None, pute between the administration

The possibility that the GOP task force would consider changmg gressional Republicans to release Tr :5- Fl however, in- and Congress is $650 million in
the tax treatment of employer-provided benefits, perhaps by glvlng an additional $650 million for Su- lij- cludes what cleanup funds contained in the
tax benefits to individuals, rather than employers, for buying their perfund cleanups without reau- |  1 had long fiscal 1998 budget bill for the En-
own health care coverage, is not a total surprise thorizing the program is drawing been the vironmental Protection Agency

Some House Republicans have advocated such a shifting of tax a cool response from most Super- chief aim of Congressional leaders stipulated
benehts, said Libby Terry, research consultant with Hewitt Associ- fund reform advocates W r -i43 reformers that the money would not be
ates LLP in Washington The vice president's remarks, abolition of available unless the Comprehen-

Ms Terry added that most "employers see this as extremely radi- however, could refocus congres- Superfund's sive Environmental Response,
cal" and would oppose it, though a minority of employers want to sional attention on stalled Super- imposition Compensation and Liability Act,
stop providing benefits fund reauthorization legislation,  of retroac- which created Superfund, was

"Gmgrich's comments are confusing in a certain way," Ms Terry say some proponents of reforming I tive liability reauthorized by May 15 of this
said, refemng to employer's hability for medical care decisions "He Superfund's liability system for cleaning year Congress has repeatedly
seems to indicate that he would support changing liability, but he Three major bills-one in the Sen- Vice President Gore up sites that See Superfund on page 44
didn't directly say that, and obviously that's of great concern forem-
ployers and plans ahke," she said

But rather than throwing out employer protections provided by the Social Security commission
Employee Retirement Income Secunty Act against certain habdi-
ties-as Rep Norwood had advocated-Ms Terry said the speaker
might mean creating additional internal and external appeals pro- promotes reform ideas
cesses for people denied benehts under managed care

"I think some minimal consumer protection legislation still has a By GAVIN SOUTER crease in the retirement age to 70, Strategic and International Stud-
good chance of passing," she said consultants say les in 1997

The speaker's office did not return calls seeking comment WASHINGTON-Employers' re- Still, the commission contains The leading members of the
actions will be mixed toward rec- prominent members, and its rec- commission include Sen Judd

Nationwide bids for Allied ommendations a bipartisan com- ommendation to establish indi- Gregg, R-N H, Sen John Breaux,
mission has proposed to' reform vidual savings accounts moves D-La, Rep Jim Kolbe, R-Ariz,

DES MOINES, Iowa-Management of Alhed Group Inc says it wlll Social Secunty, consultants say that formerly controversial sug- Rep Charles W Stenholm, D-
decide before June 1 whether to support an unsolicited $1 6 bilhon The proposals would keep So- gestion onto the mainstream Texas, Donald B Marron, chair-
takeover offer from Nationwide Mutual Insurance Co cial Security solvent as the num- agenda, they say man and chief executive officer of

Nationwide last week announced a $47 per share tender offer for Al- ber of retirees starts to sharply in- The 21st Century Retirement Paine Webber Group Inc, and
hed, a 69% premium over its $27 75 per share closing pnce the Fnday crease early in the next century, Security Plan was issued last Charles A Sanders, retired chair-
before the offer the commission says week by the National Commission man and CEO of Glaxo Inc

At the same time, Nationwide proposed a merger with Alhed affth- Employers will likely oppose on Retirement Policy, which was One of the main proposals is the
ate Alhed Mutual Insurance Co in which Alhed Mutual policies would features such as the proposed in- assembled by the Center for See Proposals on page 53
be converted to Nationwide pohcies Nationwide would also pay $65
million for Allied Group stock held by Allied Mutual and would dis-
tribute the proceeds to Alhed Mutual pollcyholders Insurers disappointed in results

In a letter to Alhed Chairman John E Evans and President Douglas
L Anderson, Nationwide Chairman and Chief Executive Officer Di- Some executives predicting no turn in pricing before 2000
mon Richard MeFerson said he had launched the tender offer after be-

mg "consistently frustrated" m merger talks with Alhed smce January By JUDY GREENWALD ings, le,to realize redundancies
Mr Evans wrote to Allied shareholders last week asking them not I)RE<PilAff from prior years' reserves and

to respond to the offer untll Alhed management had decided whether Commercial property/casualty insurers can expect last but not least, as the torna-

or not to accept it a difficult year ahead as they continue to struggle RESULTS does show us, there is no assur-
The offer is set to expire June 16 with intense competition while insurance buyers will ance that Mother Nature will

Separately, a state judge has ruled that the Iowa Insurance Depart- enjoy low rates for the foreseeable future, say ana- is* Qtr continue to cooperate," said Mr
ment does not have authonty to order Alhed Mutual to help notlfy pol- lysts and others Frank

icyholders of a dissident candidate for its board of directors For insurers, the longer-term outlook is gomg to be However, change could be on
The Insurance Department last year ordered Allied Mutual to take "towards more disappointments rather than less," the horizon, says Judy Blades, president-business in-

one of several possible steps to notify pohcyholders of the candidacy said Ronald Frank, an analyst with Salomon Smith surance for Hartford, Conn -based Hartford Finan-
of David Schiff, pubhsher of New York-based Schif's Insurance Ob- Barney in New York cial Services Group
server Alhed Mutual responded by flhng in Polk County District "You have basically a mature business with scarce "Certainly through 1998 and perhaps even through
Court to block the order (BI, Jan 5) opportunities for profitable growth, you have a de- most of 1999, we don't expect to see significant

creasing ability to mine the balance sheet for earn- See Results on page 51

Care evaluators to try to unite
WASHINGTON-Three prominent orgamzations known for their Communication can lower risks

quallty measurement programs for managed health plans, hospitals
and phymcians, respectively, wlll attempt to umfy their evaluation dis- velop a corporate sexual harass-
cusmons starting this fall Risk, HR and legal staffs urged to talk ment policy, for example, could

The Washmgton-based National Committee for Quality Assurance, Invalidate the sexual harassment

the Oakbrook Terrace, Ill -based Jomt Commission on Accreditation By RODD ZOLKOS what's necessary to help facilitate portion of an employment prac-
of Healthcare Organizations, and the Chicago-based American Medi- that communication within their tices liability policy, Mr McCown
cal Assn physician accreditation program wlll form a new collabora- CHICAGO-Effective commu- organizations, according to pan- said
tive body called the Performance Measurement Coordinating Council. nication among risk management, elists at this year's Harold H "The companies that don't com-
The council represents the first time the three groups wlll have coor- human resources and legal de- Hines Jr Memorial Symposium municate and don't work these is-
dinated their accrediting programs m a malor way partments is essential to prevent- last week in Chicago sues out internally are going to

"To me, it made an awfullot of sense that we start workmg togeth- ing employment liability "horror "You don't have a choice," said look foolish and risk wasting the
er," said Dennis O'Leary, president of JCAHO "It's gomg to be a lot stories" and also for dealing most Steven R McCown, managing money they spend on employer
easier hstening with one ear than with three " effectively with everyday work- shareholder in the Dallas office of practices liability insurance," he

For benefit managers, the cost of comparmg health plans wall de- place exposures the Littler, Mendelson, Fastiff, said
crease as the NCQA works with the other two groups to streamline Consequently, it's in the risk Tichy & Mathiason law firm The theme of this year's Hines
evaluations, said Cary Sennett, executive vp of the NCQA manager's best interests to do Failing to come together to de- See Hines on page 54

Court to review airline liability inside
WASHINGTON-The Supreme Court will decide whether airline

passengers can sue International airlines m state court for inluries not • Holding pension fiduclarles responsible for ensuring the Insurance Services Guide 48

covered under the Warsaw Convention Year 2000 compliance of issuers of securities in which International

The case, El Al Israel Allitnes Ltd vs Tsui Yuan Tseng, stems from they Invest Is impossible and unfair, this week's editorial Legal Briefs ....
32

a 1993 incident at New York's John F Kennedy airport Ms Tseng, a says PAGE 8 Letters
.·

8

resident of New York, was deemed a "htgh risk" passenger by secunty Opinion.

personnel and sublected to a body search before being allowed to • Insurers expect huge claims asa result of recent turmoil Perspectiveq 31

board her plane to Tel Aviv, Israel Ms Tseng later sought and received in Indonesia PAGE 45 Reader Reply Service 41

$1,034 for damage to her luggage and belongings, but her claim for Ticker. ... 55

emotional damage was denied by a federal cllstrlct court The court • The new Zurich Financial Services Group will look pri-
Business /nsurance (ISSN 0007 68644) Vol 32, No 21, is published weekly

held that such injuries were not covered under the Warsaw Conven- marily to the United States for growth PAGE 45 by Crain Communications Inc, 740 N Aush St, Chicago, Ill 60611-2590

tion, which limits airhne habihty Periodicals postage is paid at Chicago and at additional mailing offices

Ms Tseng appealed to the 2nd U S Circuit Court of Appeals, which Departments POSTMASTER Send address changes to Business /nsurance, Circulation
Department, 965 E Jefferson Ave, Detroit, Mich 48207 $4 a copy and $87

held that she did have the right to sue under New York state law in a a year In U S $105 in Canada and Mexico (includes GST) All other coun
state court El Al appealed, and the high court last week agreed to hear Advertiser Index..... ......... ....... . . .. ... 41 tnes $205 a year (Includes exped,ted air delivery) Canadian Post Inter

the case No date has been set for oral argument Class,fieds K0 national Publications Mail Product (Canadian Distribution) Sales Agreement
No 0293512, GST No 136760444 Printed in USA Copyright 1998 by

See Updates on page 54 Commentary 49 Crain Communications inc
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0  Insurers key to novel planl.80
:¢ I

rfiF to pay for site cleanup
j' But proposal on hold pending EPA approval51 .: By JOANNE WOJCIK good on their promise to pay

.

To demonstrate their sincerity, some in-
 ronically, the Industry often surers actually have lobbied federal law-

blamed for holding up Superfund makers to put this new environmental in-
1*'r  cleanups now may have a way to surance into Superfund reform as an ac-

41 1, L
71'5 , f '

expedite them ceptable form of risk transfer Under Su-
 For a premium, at least two in- perfund, potentially responsible parties

 surers are offering to pay cost face "cradle to grave" liability and may
overruns and assume the risk for future not transfer the risk Under Joint-and-

. S=
legal liability in connection with cleanup several liability, they also can be liable
of a portion of the San Gabriel Valley for the entire cleanup costs even if other

''5,.: * Basin, one of the largest sites on Super- PRPs go bankrupt
fund's National Priority List (see story, Partisan pohtics, however, have put Su-
page 19). perfund reform efforts on hold

The innovative new coverage program Meanwhile, lt'S still possible that the
is a combination of pure risk transfer San Gabriel plan will be implemented if
products and finite risk insurance that participants get acceptance from the U S
also can be used to finance the cleanup it- Environmental Protection Agency on at
self But backers of the concept think least a demonstration project basis*C,ly'l--
they are fighting an uphill battle both be- "This is cutting edge," said David Ben-

. -,4 cause of its novelty and because regula- nink, assistant vp-risk management at
2 - /50 2

l .1 6--
tors are skeptical that insurers will make See Cleanup on page 18

D&0 coverage reviewed
8

0
%--

for risk of Y2K claims
/ 4

By DAVE LENCKUS ments and new policies, especially given
that both sides generally agree that exist-Z I -

13 . 9
4* : ; 1' ' b

a
VI Vlp Iith seven months left ing policies would cover Y2K-related se-

Z Bi . 
/ until the first wave of curities losses

0,/ millennium bug prob- Some new twists in the D&0 coverage
I

V
,

f

lems infest corporate validation process also worry policyhold-
America's computer er attorneys They fear that the informa-
systems, risk managers tion insurers are seeking from risk man-

4

have some decisions to make about how to agers will help insurers later deny cover-
protect corporate executives from related age for Y2K-related claims

0
directors and officers liability claims Insurers say they are seeking 1nforma-

f Many insurers say their existing D&0 tion that will help them underwrite the
policies would cover securities claims re- risk
lated to Year 2000, or Y2K, computer The scope of the Y2K problem is more

4,

problems, and some insurers are offering extensive than the anticipated computer
endorsements to confirm that such cover- snafus when the two-digit year fields in
age exists the internal calendars of computer sys-

..
For additional premiums, insurers also tems worldwide roll over to 00 at mid-

are offering to pre-set the percentage of night on Jan 1, 2000

, Ye, - 4, policy limits that would respond to third- Even if some systems interpret that 00
*V party claims means 2000, questions remain about

Other insurers are offering new D&0 whether those systems can determine
.-* policies specifically designed to cover whether 2000 is a leap year The leap year

Y2K risks, including business interrup- usually is skipped the last year of a centu-
•S

tion losses ry But that rule is dropped when the year
But, policyholder attorneys and insur- is evenly divisible by 400 So, while 1900

ers disagree over the value of the endorse- See D&0 on next page

Mergers can bring new
, I

environmental liabilities
..

* Concern about acquired risks sparks El L buys
11 . m][['E [b@[1m 01$06, go z9 02-

. By AMANDA MILLIGAN cerned with are the liabilities they inher-
it either knowingly or unknowingly,

0 n increase in mergers and through mergers and acquisitions," Mr(D<{1 *@[|@[[1@@ o wigg ima*Q--P *  £'' 0 , 1 * acquisitions has spurred Bennink said
risk managers to find ef- Almost every industry has an environ-

. 2: r.%* A fective ways to manage en- mental exposure, but ECS's Mr Bennink
vironmental liabilities said lending institutions and real estate

Some corporations are developers are among those most con-
4 F opting to purchase environmental insur- cerned with environmental liability

@ · ' * -@ Ej6]j} ance in today's more "robust" insurance Linda Lee, vp-regulatory affairs and
market, along with more closely evaluat- quality assurance for Deerfield, Ill -based

,   ing property they might acquire, becom- medical waste management company
1 -./ ing more aware of habilities and using in- Stericycle, said audits are crucial to the

I.:. *J surance to clean up brownfield sites due diligence that takes place before a
*e I %. David Bennink, assistant vp of the risk merger or acquisition By doing a mini-

'b 4
r

11 01 1

management group for Exton, Pa -based mum "Phase One" audit on all sites, a po-
ECS Underwriting Inc, said risk man- tential acquirer can be more informed
agers are confident about their own sites about what exposures lt could face if the

r - ' . I but are very uncomfortable with the pos- deal goes through A Phase One audit,
1 6: 0, '  0  sibility of latent exposures which includes looking at historical doc-

"The area most risk managers are con- See Environment on page 20

2 6 $"* I e. '1
4
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Spotlight report

D&0
Continued#ompage 3
was not a leap year, 2000 will be.

Jan. 1, 1999, though, marks the first
crucial date for computer systems.
That is because many systems use 99
in the year field for data when the sys-
tems do not know what date to assign.
Of course, 99 also represents a known
year for other data. So, many of the
same concerns about how computers
will respond when dealing with 00 in
the year field also apply to the 99 date
issue.

Some systems use 9-9-99 as their
plug date, so those systems are not ex-
pected to crash until early September
of 1999.

Corporate shareholders, who file
the largest share of D&0 claims now,
are likely to also be the largest source
of Y2K-related D&O claims.

Companies also may face Y2K-re-
lated breach-of-warranty and fraud
claims from third parties, such as cus-
tomers.

Policyholder attorneys and most in-
surers that were contacted agreed that
existing D&0 policies that do not
specifically exclude coverage for
Y2K-related securities claims should

respond to those claims as they would
respond to any other securities-relat-
ed claim.

The coverage issue is not so cut and
dried for all insumrs, though.

For example, many restrictions in
an older D&0 policy offered by Na-
tional Union Fire Insurance Co. of

Pittsburgh, Pa., could exclude cover-
age for Y2K-related problems, said
Kristian P. Moon chairman and chief
executive officer of the subsidiary of
American International Group Inc.

CNA Insurance Cos. was evaluating
the issue but could not provide infor-

A

mation on Y2K coverage under its
D&0 policies.

Corporate policy at Great American
Insurance Co. precludes the insurer's
officers from discussing such issues,
said Gary Grueber, a senior vp.

But even among those insurers that
agree their D&0 policies would re-
spond to Y2K losses, other defenses
are available to deny a claim, said
Philip Lian, a senior vp with retail
broker Aon Risk Services of New

York, a unit of Aon Group Inc. The
broker has developed a D&0 policy
that would respond only to Y2K-re-
lated claims.

One defense D&0 insurers could

argue is that a Y2K loss occurred
when policyholders installed their
computer systems. Insurers could ar-
gue that if the installation did not oc-
curduring the period the current pol-
icy covers, then neither did the loss,
Mr. Lian said.

-ro,lt,er
HealthCare

For risk managers who may want
substantial confirmation that their

D&0 policies would respond to Y2K-
related claims, some D&Oinsurers in
recent months have begun offering
endorsements for no charge that clar-
ify that their policies would respond.

The endorsements state the insurers

will not deny coverage for Y2K-relat-
ed claims, explained insurer attorney
Dan A. Bailey, a partner with Arter &
Hadden of Columbus, Ohio.

Although Mr. Bailey said the en-
dorsements just "confirm the obvi-
ous" Y2K-related coverage policy-
holders have, they probably prevent
insurers from taking a different cov-
erage stand later. "I think an insurer
would be hard-pressed to make that
argument if the policy has one of these
endorsements on it," he said.

For an additional premium, some
insurers also are offering endorse-
ments that set an absolute or a mini-

cls j
Health and-Human Services

------- ---i---*-

Frontier HealthCare provides exceptional service. We have expanded our Health
and Human Services products to include for-profit as well as not-for-profit risks,
municipality and clinic programs. Additionally, Frontier HealthCare now writes
automobile in support of those traditional lines always written by Frontier.

call

Rock Hill, NY @ 800-836-2100

Bedford Hills, NY @ 800-822-8260
Houston, TX @ 800-275-3873

Canton, OH @ 800-449-2979

A Division of Frontier Insurance Group, Inc. • www.frontierins.com • NYSE-FTR
Frontier HealthCare policies are underwritten by selected Frontier Insurance Group, Inc. property and casualty companies.

mum allocation of policy limits that
would be available to cover third-par-
ty claims.

Case law demonstrates that such

claims usually result in the uninsured
corporation assuming 85% to 90% of
the liability. That means only 10% to
15% of policy limits usually are avail-
able to respond to third-party claims,
said John Kuhn, vp-product manager
for executive protection at Chubb
Corp. of Warten, N.J.

For up to an additional 20% of pre-
mium, Chubb willinclude a 30% allo-
cation floor for third-party claims.

Other insurers have taken a slightly
different approach to allocating limits
for third-party claims.

For a pm-set 25% allocation, Exec-
utive Risk Inc. would seek an addi-

tiona125% of premium in most cases.
Policyholders can negotiate higher al-
locations for additional premium.

Reliance National Insurance Co. of-

fers an endorsement that can provide
a 10% to 50% allocation of limits to

policyholders for third-party claims,
and in most cases there would be no

managing vp of the insurer's financial
products division in New York. Poli-
cyholders that would have to pay an
additional premium could expect to
pay 10% to 25% more for the addi-
tional coverage, he said.

Policyholder attorneys advised risk
managers to tread carefully in th€
area of pre-set limits allocations fo
third-party claims.

"I think policyholders should think
twice before they accept anything like
that," said Douglas E. Phillips of Cov-

ington & Burling in Washington, D.C.
Carolyn Rosenberg, a partner at

Sachnoff & Weaver Ltd. in Chicago
agrees.

No one knows how courts may allo-
cate liability for Y2K-related third-
party losses between potentially
uninsured entities and covered execu-

tives, Ms. Rosenberg said.
In addition, policyholders may be

able to negotiate at the time of a loss a
comparable or higher allocation for
no additional premium, she said. Pur-
chasing the allocation endorsement
may take away a policyholder's op-
portunity to negotiate at the time of a
clajm.

Policyholders also can purchas€
D&0 coverage specifically designed
to respond to D&0 claims resulting
from Y2K-related problems.

The cost of the coverage generally is
stiffer than the cost of D&0 coverage
that is silent on Y2K risks. Premiums

for D&0 policies generally range be-
tween 1% to 2% of the limits pur-
chased.

But compared with other D&0
policies, the new coverages offer en-
hanced protection, particularly busi-
ness interruption coverage, the insur-

ers say.

For example, J&H Marsh &
MeLennan Inc. offers 2000 SECURE,
a multiyear D&0, errors and omis-
sions and business interruption policy
through a slip of London, U.S. and
Bermudian insurers. The lead under-

writer is the Brockbank Syndicate at
Lloyd's of Inndon.

The slip currently writes up to $200
million of either primary or excess
limits on a quota-share basis. Capaci-
ty soon may approach $300 million,
though every applicant may not be
able to obtain all of the limits, said
Scott A. Broome, a senior vp with
J&H/M&M in Philadelphia.

Retentions are flexible for rating
purposes.

The policy excludes entity coverage
and bodily injury claims.

The cost of the coverage ranges
from 2% to 10% of limits,Mr. Broome
said.

Aon Risk Services and underwrit-

ing manager Am-Re Managers Inc., a
unit of American Re-Insurance Co. of

Princeton, N.J., have teamed up to
See D&0 on page 6



These days, there's no guarantee against environmental calamities,
fire-breathing or otherwise. But partnering with the industry's pioneers in
environmental coverage is the best assurance that you W breathe a little easier.

The Zurich-American Environmental Group approaches every customer's
situation from the inside out, developing a partner's appreciation for your
immediate needs and long4erm plans. Experience has shown us that the key to
maximizing coverage and expediting claims service is to join with our customers
and brokers in putting our heads together. And any expert in the field knows
that three heads are better than one.

For more information, contact your agent or broker, or call 1.800.382.2150.

©1998 Zurich Insurance Company
Coverages underwritten by Zilrich Insurance Company or another member of Zurich-American Insurance Group.

e
ZURICH

www.zuricbamerican.com
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D&0 which specifically covers Y2K-relat- ular attention to exclusions and the But, he and Mr Lian of Aon said system fixes often are not foolproof
ed losses, contams more than 40 en- limitations insurers impose on the the brokers' new coverages are at- Mr Lian said Aon's experience

hancements to its older D&0 form types of costs they will cover, Ms tracting a lot of attention because of with chents over several years bears
Continued from page 4 For example, the Insurer wlll drop Rosenberg said "You have to do a the business interruption coverage out that assertion After an mforma-
provide up to $1 bilhon of D&0, the fraud exclusion as long as an comprehensive review and compare they provice tion technology prolect, there is a
E&O and busmess mterruption lim- AIG securities counsel writes or ap- that to what another camer would "The property market today lS 30% to 40% chance that an error se-
its under their three-year 21st Cen- proves the applicant's Y2K dlsclo- offer m its basic D&O policy," she very, very quiet on whether they rious enough to cause a significant
tury pollcy sures advised provide corerage for Y2K losses," business loss w111 occur if an inde-

Between $5 milhon and $100 mil- And, the msurer "eliminated the Mr Philhps observed that "the Mr Broome said "Our opinion lS pendent third party has not vahdat-
hon of hmits are available through issue of allocation" of limits be- fact that there's been a lot of atten- when there's no direct physical ed the corrective measures that were
Am Re Managers, and as much as tween covered executives and non- tion and concern Cover a nsk) does- damage, there's no coverage today, implemented, he said
$900 milhon of additional coverage, covered personnel if both are named n't mean you no longer cover it un- and nothing suggests the property As part of the underwriting pro-
depending on the risk, iS available by claimants, according to Mr der a generic hability coverage market is coming to the table to of- cess for the 2lst Century policy, Aon
through the remsurance market Moor that's designed for this specific pur- fer this coverage " uses a vendor to validate whether an

The coverage usually attaches above The Insurer offers up to $50 mil- pose" Risk managers at companies that apphcant is properly implementing
at least a $1 milhon self-insured re- hon of coverage, and it w111 offer Insurers and brokers say the value either have corrected or shortly will its Y2K correction plan
tention multiyear pollcy periods of the new policies depends on the finish correcting their computer sys- Apphcants for the 2000 SECURE

The cost ranges from 5% to 8% of When evaluating the new pohcies, risk tems' rmller:nium bug problems also policy must subject their Y2K cor-
the first $100 milhon of limits a pol- Ms Rosenberg said, risk managers Risk managers who can obtain have to consider whether they even rection plans to a similar audit
icyholder purchases for the three- have to ask themselves Compared non-cancelable, multiyear D&0 need D&0 pollcies that specifically Even if a company could absolute-
year period The cost for additional to the company's existing D&O cov- coverage with no Y2K exclusions cover Y2K-related losses, Ms ly eliminate its Y2K risk internally,
hmits ranges from 3% to 6% erage, "what am I going to get that's "are less likely to buy" J&H/Marsh's Rosenberg said it stlll could not be absolutely cer-

National Umon's Mr Moor said extra, and is it worth the money?" 2000 SECURE policy, Mr Broome Insurer representatives and some tam it was free from the Y2K risks
the msurer's new D&0 Gold pollcy, Risk managers have to pay partic- said brokers responded that computer posed by vendors and supphers,Mr

Bailey said
Regardless of which D&0 policy

rlsk managers purchase, a nsk man-
ager should be wary of the Y2Kff '041: .4 1
questionnaires insurers are asking
them to complete, policyholder at-
torneys warn<United Because of the difficulty of identi-
fying every possible YZK-related
problem with a computer system,

bapitol
apphcants in filling out the ques-

" tionnaires easily could fail to identi-
fy the problems, the attorneys said
They are concerned that insurers
would use that omission as the basis

for denying coverage later if a loss is

INSURANCE 3 / related to that problem
Mr Philhps said pohcyholders

ought to consult their legal advisers
when hlhng out the questionnaires

COMPANY*%.<.- 2, :*%Ii< 4 6
"You have to be concerned about

.*4

how insurers wlll use a question-
"

naire, and you have to take serious-

:. r v Av„4 -2#Zfed<·24#:1*4>k'*4*'lf** * .5,%{S,; « - ly any representations you make to

·Affll---€4 - an insurer "

Ms Rosenberg advised policy-
holders to "get an agreement up
front that the mformation won't be

used to resclnd coverage "

1, 14:<4*1>

** 4-2 -If--4-
- : I ) Many msurers say the information

4 'tk. 4. -34 is used as an underwntlng tool and
is neither part of the formal apphca-
tion nor a warranty Insurers can

! 4963 .r - use information from the applica-

1 192&

1 > --
1 %. lion m assessing whether the policy-

-276:.3% - ./ holder properly identified its loss
--

*·r¥'·

exposures

The questionnaire is part of Re-
liance National's coverage applica-
tion, but it is not part of the policy,
Mr Duca said The types of ques-

simple
tions the insurer asks are "no differ-

ent" from those lt asks about non-

Y2K risks, he said

The questionnaire is a supplement
to the standard apphcation at Exec-
utive Risk, which uses the informa-
tion m makmg vanous underwriting
decisions, said John F Kearney,
chief underwnbng officer

But, insurers said, short of a

.
fraudulent apphcation, there are

United Capitol Insurance Company (UCIC) offers 0
very few instances in which they can
deny coverage or rescind a policy

solutions for all your property, casualty and

environmental coverages and programs. With fast
0

Chubb's Mr Kuhn noted that even a

pollcyholder's restatement of its fi-
nancial results is not grounds for re-

turn-around times and client-focused products, your scinding coverage

elqixeu
insureds will not be left stranded. However, few insurers unequivo-

cally said they would never use the
information gleaned from either a
questionnaire or an audit of a poll-

A member of the Frontier Insurance Group, Inc. 0 cyholder's Y2K correction plan to

(NYSE-FTR), UCIC combines the flexibilty of a deny coverage Most Insurers said

Surplus Lines carrier with the strength and stability
they would use the information
when they are concerned that a pol-

of an A-rated parent company. For information about icyholder knowmgly made a maten-
al misrepresentation about Y2K ex-

property, casualty and environmental coverages with posures

UCIC, just call Carl Abramson, Marketing Director, But, that would be a rare case

@ 800-355-9429, ext. 3359.
they said

. The risk to policyholders is even
smaller when underwriters rely on
an auditing firm's evaluation of a
Y2K correction plan rather than on

e client-focused the answers in a pollcyholder ques-
tionnage, J&H/M&1\<['s Mr Broom€
said
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Opinions

Not their securities' keepers
FEW LEGISLATORS HAVE DONE as much as Sen.Bob Bennett, R-Utah, to address the looming Year
2000 computer problem.

The senator, who is co--chair of the Senate Special Com-
mittee on the Year 2000 Technology Problem, has been
willing to ask hard questions of public- and private-sector
officials alike in his effort to make sure the economy and
the government are prepared for the cligruptions that could
rock automated systems and devices on Jan. 1, 2000.

Unfortunately, Sen. Bennett's most recent journey into
the morass of Year 2000 concerns could cause very signifi-
cant-and totally unjustified-distress for sponsors of ben-
efit plans governed by the Employee Retirement Income
Security Act of 1974.

Sen. Bennett's intentions are the best-he wants to pro-

tect the assets of pension plans. But if a measure he intro-
duced late last month becomes law, employers and other
pension plan sponsors could be found in violation of their
ERISA fiduciary duties if they don't determine that the is-

suers of securities in which the plan has invested are solv-
ing any Year 2000 computer problems.

That's an impossible and unjustified task.
As we reported last week, pension experts say there's no

way a plan sponsor can determine whether each of the se-
curities in, say, a 500-equity index fund "has, or is taking,
steps to substantially eliminate any Year 2000 computer

problems." Even if the sponsors could, there's no way to
make sure everybody else in the chain of data processing
needed to perform transactions is Year 2000-compliant.

What makes the task even more absurd is that the feder-

al government itself is far from ready to deal with Year
2000 problems. As Mark Ugoretz, president of the employ-
er-backed ERISA Industry Committee, noted, there's no
evidence that the Treasury Department has taken the steps
needed to substantially eliminate Year 2000 problems, thus

making it possible that ERISA plan trustees could find

Letter.c

T---- ,

RO, SENATOR BIRTT,

 -17-'RE MISTAKER.,..1 NA NCT Al BR,TRGYs
TIMEKEEPER!lf

.

YZK*

LeGISUTIO 

themselves in breach of their fiduciary duties by investing
in U.S. government securities.

As Mr. Ugoretz further pointed out, if the Bennett bill
becomes law, plans could halt their investments, causing
an economic downturn. It's hard to quarrel with Mr.

Ugoretz's assessment that the measure "takes what is a
manageable problem and turns it into a catastrophe."

Fortunately, time is running out for consideration of this
bill in the current session of Congress, and plan sponsors
could be saved by the recess bell. But strange things can
happen in the waning days of a legislative session. Employ-
ers need to use every tool at their disposal to block this
well-intentioned but potentially disastrous law. It's a Year
2000 problem they certainly neither need nor deserve to
bear.

'Cost of risk' components should be limited
To the editor: As a risk management

consultant with Betterley Consulting
Group and then Tillinghast, I had a role in
defining "cost of risk" for comparison pur-
poses and first published a cost of risk
study for the forest products industry in
the early 1970s.

It is interesting to follow the current de-
bate relative to expanding the definition
of "cost of risk" (BI, Jan. 12). As was the
case 25 years ago, there are those who
wish to incorporate costs associated with
loss prevention and control, property risk
abatement, capital expenditures for risk
control and anything else that those with
a special interest would like to include.

It might be beneficial to create a new
term, "tangible cost of risk." Tangible cost
of risk would include only the cost of self-
insured losses, costs associated with the
servicing or adjusting of those losses, risk

transfer costs and any direct risk manage-
ment administrative charges. It would not
include any widely disbursed risk abate-
ment expenses. The reason for this is that
once these other costs are included in the

cost of risk, the opportunity to show the
entity as a big spender or small spender is
largely influenced by the interpretation of
risk cost or how well an entity maintains
and separates cost records. Even with
good accounting procedures, where do you
draw the line? Is employee training includ-
ed? Are the costs of safety personnel and
committees at plant levels included? Is the
cost of the sprinkler system or a fire wall
included? How much of quality control
costs should be included? How much of the

cost is capitalized, and how much is ex-
pensed?

I believe it would be worthwhile to pro-
vide consumers with a benchmark of "tan-

gible cost of risk," as earlier defined. That
entity could then determine whether all
the other costs associated with controlling
tangible costs of risk are appropriate. If it
turns out that one scores very well on the
tangible cost of risk scale, other costs may
well be supported. If not, one would have
to take a long and hard look at other ex-
penditures if they are not effective in con-
trolling tangible costs of risk.

Accounting procedures have come to
reasonable terms with "intangibles." Let's
not destroy what could be an otherwise ef-
fective measure of comparing company-
to-company cost of risk by trying to mea-
sure intangibles that are largely left to in-
dividual interpretation.

Charles T. Tagman Jr.
Chairman

TPA Associates Inc.

Andover, Mass.

Managed care principles should be spread
To the editor: Recently, Federal Reserve

Chairman Alan Greenspan suggested to
the National Bipartisan Commission on
the Future of Medicare that the ailing
Medicare system could benefit from the
health care cost management measures
that have transformed private health in-
surance markets.

Mr. Greenspan also indicated that mod-
eling private-sector initiatives that foster
great cost-consciousness among patients
and improving health care efficiency are
worth studying.

In the United States today, virtually
100% of private-sector health care needs
are reimbursed in managed health care
benefit plans. Since 1988, preferred

provider organizations and point-of-ser-
vice plans have assumed market predomi-
nance and now account for 50% of all en-

rollees in managed care plans, as opposed
to health maintenance organizations,
which have a 23% market share after 30

years. The remaining 23% of enrollees in
indemnity plans use utilization manage-
ment programs, according to a national
health plan survey.

The inflationary increase in the Con-
sumer Price Index for health care costs

was 9.6% in 1990; as of last month's

Consumer Price Index, the inflationary in-
crease was 2.8%. This decline in inflation

has been mirrored by an increase in the
number of people under managed care

plans.
Without managed health care, we would

not have a federal budget surplus, record
corporate profits, a record Dow Jones In-
dustrial Average or a strong competitive
position for U.S. business internationally.
Health care costs are so pervasive at all
levels of domestic production that the
multiplier effect of double-digit inflation
would have negated all of these benefits.
Managed health care must be supported
and expanded into Medicare and other
public health programs.

Richard L. Blomquist
President/Chief Executive Officer

Associates for Health Care Inc.

Brookfield, Wis.
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THE FOLLOWING APPEARS AS A MATTER OF RECORD ONLY

Risk Capital
Reinsurance Company

has provided over $125 million of private financing, including ...

OCTOBER 1995

$8,868,750
in common equity financing

to

Te rra N ova

(Bermuda)
Holdings Ltd.

FEBRUARY 1997

$6,200,000
in common equity financing

to

First American

Financial

Corporation

MAY 1997

an Integrated Solution® of

$2,500,000
in equity, debt and commitments

and

substantial reinsurance capacity
to assist in the formation

of

Capital Protection
Insurance

Services, LLC

DECEMBER 1997

an Integrated Solution® of

$1,400,000
in common equity and debt fmancing
- and

substantial reinsurance capacity
to assist in the formation

of

Sunshine State

Holding Corporation

APRIL 1996

$4,500,000
in common equity financing

to assist in the formation

of

Island Heritage
Insurance

Company, Ltd.

MARCH 1997

$5,000,000
of committed capital

to

New Europe
Insurance Ventures

to invest in Eastern European
insurance entities

JULY 1997

an Integrated Solution® of

$237,500
in common equity financing

and

reinsurance capacity
to assist in the formation

of

Sovereign Risk
Insurance Ltd.

DECEMBER 1997

an Integrated Solution* of

$2,400,000
in preferred equity hnancing

and

substantial reinsurance capacity
to assist in the formation

of

Arx Holding Corp.

APRIL 1996

DECEMBER 1996

DECEMBER 1997

an Integrated Solution® of

$18,000,000
in common equity financing

and

substantial reinsurance capacity
to

Venton Holdings Ltd.

APRIL 1997

an Integrated Solution® of

$4,000,000
in preferred equity financing

and

substantial reinsurance capacity
to

Providers' Assurance

Corporation

OCTOBER 1997

$4,875,000
to acquire a limited liability

company interest
in

TRG

Associates,
LLC

DECEMBER 1997

$2,000,000
in preferred equity financing

and commitments

to

GuideStar Health

Systems, Inc.

MARSH AND MCLENNAN RISK CAPITAL CORP. ACTED AS INVESTMENT ADVISOR TO RCRe ON EACH OF THESE TRANSACTIONS.

FEBRUARY 1997

an Integrated Solution® of

$3,600,000
in contingent debt financing

with warrants

and

substantial reinsurance capacity
to

. American

Independent
Holding Company

MAY 1997

$9,460,000
to acquire a limited liability

company interest
in

The ARC

Group, LLC

NOVEMBER 1997

$24,500,000
in common equity hnancing

to assist in the formation

of

Latin American

Reinsurance

Company, Ltd.

MARCH 1998

an Integrated Solution® of

$10,000,000
in common equity financing

and

substantial reinsurance capacity
to assist in the formation

of

Altus Holdings,Ltd.

0 The Merchant ReinsurerSM
CONTACTS: MARK MOSCA PETER APPEL BONNIE BOCCITTO PAUL MALVASIO PHONE: 203.862.4300 FAX: 203.861.7240 inquiries@riskcapre.com





Visit our web site: www.swissreamerica.com

Countdown-16 Meltdown.

As the clock counts down to the year 2000, countless

businesses could face operational paralysis.

The cause is the « Millennium Bug," the phrase used to

describe the inability of millions of computers to recognize

the year 2000.

These computers will interpret 00 as 1900 because the

two digits indicating the century were eliminated in the early

days of computer programming to save valuable memory space.

It is estimated that the two missing digits could cost as much
as $600 billion worldwide.

Swiss Re America has mobilized a task force to help clients

examine the insurance issues raised by the «Millennium Bug."

Our findings, including analysis of the impact of the Year

2000 problem on specific business lines, are detailed in a new

Swiss Re America publication, «The Millennium Bug."

Order your free copy by calling us at 888-SWISS RE or from
our web site at www. swissreamerica. com.

Swiss Re America

111

Management of Capital and Risk

SWISS REINSURANCE AMERICA CORPORATION 237 PARK AVENUE, NEW YORK NY 10017 TOLL FREE (888) SWISS RE
ATLANTA BOSTON CHICAGO DALLAS NEW YORK PHILADELPHIA PHOENIX SAN FRANCISCO
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Violent workers may spark suits against employers
By SALLY ROBERTS

hen concern

W
over rnain-

taining a safe
workplace in-
tersects with

the risk of vio-

tating the Americans with Disabilities
Act, employers may find themselves
stuck between the proverbial rock
and a hard place.

Some employers, concerned about
potentialliability for not maintainjng
a safe workplace, may try to minimize
that risk by swiftly terminating any
worker whose behavior is seen as

threatening to other workers.
If, however, it turns out the fired

employee suffers from emotional dis-
abilities that caused their behavior,
the employer could find itself the tar-
get of a lawsuit charging it with vio-
tating the ADA. The federallaw pro-
hibits discrimination against and re-
quires employers to reasonably ac-
commodate employees with emotion-
al and psychiatric disabilities.

On the other hand, if an employer
retains an emotionally disabled em-
ployee who made threats and who lat-
er harms a co-worker, the employer
may be liable for negligent retention
claims, an attorney says.

Although psychiatric disabilities
and workplace violence are not auto-
matically linked, the issue of whether
workers fired for violent or threaten-

ing behavior may be protected under
the ADA already has found its way
into state and federal courts.

Some legal experts say more em-
ployers will be confronted with this
exposure in the futum.

"This is something that, if not a con-
cern now, will be a concern when em-

ployers seek to terminate someone be-
cause of violent behavior," said
William C. Bruce, an employment at-
torney with Mayo, Gilligan & Zito in
Hartford, Conn.

"The employers I talk to are starting
to recognize that this is a double-
edged sword for them," he said.

To minimize the risk of being liable
for discrimination, legal experts ad-
vise employers to move cautiously and
assess whether there truly is a safety
risk before firing an employee. They
also encourage input from behavioral
experts, such as employee assistance
programs, to help both disabled
workers and their employers.

Employers also should have policies
and procedures in place that prohibit
threats and weapons in the workplace
and also should clearly state that any
violation of those rules will result in

tennination, legal experts say.
"This is the single most complex

balancing act right now (for employ-
ers) because it's human beings at their
extreme," said Donald A. Phin, an
employment law attorney and presi-
dent of ManagemenThink, a San
Diego-based consulting firm. At one
end, employers are dealing with em-
ployees with emotional and psychi-
atric disabilities, and on the other end,
they are dealing with employees who
might be capable of committing vio-
tent acts against other people, he said.

"This is not a good time to be an
employer if you don't have an em-
ployee assistance program, a good
lawyer and a good risk person," said
Gary Salmans, vp and manager-risk
control services for Denver-based

Sedgwick of Colorado Inc.
"It's truly a balancing act," said Mr.

Bruce of Mayo, Gilligan & Zito.
And it is a balancing act that has

spilled over into the courts.
Blue Cross & Blue Shield of Michi-

gan, for instance, was sued for violat-
ing the ADA after it terminated Irma
Collins, a former technical writer.

While on disability leave for a major

depression/adjustment disorder, she
expressed hornicidal ideation against
her supervisor to a psychiatrist eval-
uating her disability claim.

An arbitrator ruled and a Michigan
trial court later upheld that Ms.
Collins' statements to the psychiatrist
were indeed products of her psychi-
atric disability and that because
BC/BS was aware when it terminated

her that she suffered from a psychi-
atric disability that manifested itself
in homicidal ideation, it was discrimi-

natory to fire her.
In March, the Michigan Court of

Appeals reversed the decision in Irma
Cottins us. Blue Cross/Btue Shield of
Michigan, concluding that "a disabled
employee may be discharged for mis-
conduct, even where the misconduct

GA

is a manifestation of the employee's
disability."

Other courts often look to a 1997

ruling by the 7th U.S. Circuit Court of
Appeals for guidance. The 7th Circuit
ruled in Painter vs. Circuit Court Of
Cook Countl that the ADA"does not
require an employer to retain a poten-
tially violent employee. Such a re-
quirement would place the employer
on a razor's edge-in jeopardy of vio-
lating the act if it fired such an em-
ployee, yet in jeopardy of being
deemed negligent if it retained him
and he hurt someone. The act protects
only'qualified' employees, that is, em-
ployees quglified to do the job for
which they were hired; and threaten-
ing other employees, disqualifies one."

Despite the legal precedent, em-

a

»*>1

ployment attorneys and consultants
say employers can get into trouble if
they react too quickly to what they
perceive as a safety problem.

"Frankly, I've said to employers, if
you perceive an immediate safety
threat, take action to protect other
employees," said Karen Ludington,
an employment attorney with her
own consulting firm in Holden, Mass.

However, she added, those employ-
ers "that perceive a safety problem
before it is immediate and act precip.
itously and make assumptions can get
into trouble under the disabilities

laws," she said. "Safety comes first,
but don't imagine a safety problem
when one doesn't exist."

Mr. Bruce of Mayo, Gilligan & Zito
agrees. "When you act too quickly

ESNS . -.I \ / F X

41

without evidence to prove that the
employee is prone to violent behavior.
youll get sued," he said.

For instance, assume there is an

employee whose behavior is odd, Mr
Bruce explained. He is not overtly
threatening people, but his appear-
ance and demeanor are frightening
and other employees are beginning tc
say they feel intimidated and fearful.

"In light of what has happened re-
cently with guns in the workplace
lots of employers will say, 'I'm not go-
ing to risk it' and will get rid of him,'
Mr. Bruce said.

If it is later determined that there

is some emotional or psychiatric rea-
son why that employee acts the wa5
he does, the employer probabl>

Continued on nertpage
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wlll get served with a discnmination
Contmued frompreutous page In addition to obtaining expertYn'-BIL<ff) 22 17. I E, ' U'f ?f 7-r F 7- - I son then comes to my office and files

I (402"#pj S- vil#*s,.-· >5_ _:I,h>ls . evaluation, employers can back up a a charge under the ADA, the first
lawsuit, Mr Bruce said decision to tenmnate a violent person thing we focus on is if the company's

Attorneys say the best way to avoid by having a zero-tolerance pollcy to- conduct rule is a rule that is apphed
making the wrong decision about an 91][im[tilitil lt- 11[Id 1*1,11<, *1*Ta il' itiElli, *tr Nfil,UL tilli, liintaammi) ward misconduct that is uniformly across the board," Ms Mastrolanni
employee's behavior is to get assis- '·' f12ililli«t fa*Ei>111 ikill, 11-i)Iai[ li] 'Ii[B'I,!Iilft!IFIZIA tIglinI, lIe"Ii[:1 administered and enforced said

tance from outside experts Ii" 11,® ®3izliliTEInK!1? *laN Indeed, according to EEOC guide- She also noted that if a company's
The biggest advice is to get help ,, lines issued last year, employers are conduct rules call for a suspension

Don't try todeal withthissituatton by *18jil:abil!Ufy.f@ljifimiTY,71,M"&%&*5,r }li5*11Dfir¢fil:{38- notmviolatton of theADA iftliey dis- rather than termmation, and the per-
yourself," Mr Phin said Turn to at- Illf{[i[Biliti. IF,1*111®%1?millm:Imair glillfm#*Lind maliplilimt*6: 81torneys, psychologists and consul-

cipline an employee with a behavioral son who violated the conduct rule no-
disability for engaging m misconduet, tifies the employer that his or her

tants One of the biggest mistakes em- 19: 1-itiEFiR'Iklf|1 40*tbiffLATilfirimlmit fi0-Ki,07ml*10 1.1.10*13,*f as long as the employer imposes the mental disablhty was the cause of the
ployers can make is "making deci- irmi're -

f same discipline on employees without misconduct, the employer is requrred
sions without enough facts," he said disabilities

Ms Ludington advises employers to
under the ADA to reasonably accom-

Peggy Mastroianni, associate legal modate that person
access their companies' employee as- >*flfEB*rull , ,7 1 1 . 11&!impl-!Trim¥* p- counsel at the EEOC who supervised However it is the mere potential of
sistance programs or, lf feasible, es- 2 trq*,Ailiffr- « 1 4*·,i¥8iistlifi '' *'2%5*:=,v*r y. fil- -LyS,*i:S*ft ': B - the draftmg of the guidellnes, said a second misconduct Incident occur-
tabhsh an EAP within the company - *-1,4_ ik*cs@*-6' i a:. d»' :. . „j..re:it?41*p. .,„. that while she is 'skeptical about the rlng after malang accommodations

An EAP can provide resources for 011, . , 15,Di.W.Flailin ,-   "  »  *J *52*:1 connection between violence and that causes Gerald L Maatman Jr, an
employees while also providing em- -i

111 948 mental Illness," employers need to en- employment attorney with Baker &ployers with the resources so manage- - :gu force conduct policies uniformly m McKenzie in Chicago, to advise his
1ment is "not tempted to go beyond 1

the workplace clients to terminate, not suspend, all
their expertise m areas of mental -_ ny -< - * .-

health," she said
--45 "If you fire someone for making employees who make threats to the

- threats toward someone, and that per- safety of others
"I tell employers that if a threat is

made, you have the green hght to ter-
minate someone," Mr Maatman said
.Case law is clear that misconduct is

an offense an employer can terrmnate
for even if the misconduct is a product
of mental Illness," he said

/ Othernsks can develop for an em-
/ -

1 /
ployer that doesn't terminate an indi-
vidual who makes threats, noted Mr

-2

Maatman
AM

''PS 1 "The employer is now on notice of
 1' 4'  F*F violent tendencies and must reason-

f

4
8

3'.F
ably accommodate the person " he
said If, however, a second workplace

ff-
violence Incident occurs, an employerd» could face negligent retention claims

Ek'
as well as workers comp claims, Mr
Maatman said

"Take all threats senously and ter-
mmate people who utter threats, be-

\1 . cause if you accommodate and threats

2 occur, you're m a real Catch-22, be-
cause you're on notice of a problem,"
Mr Maatman said

.

\f The crossover between workplace
violence concerns and habihties asso-

ciated with the ADA is an emerging
concern for Deborah M Luthi, direc-

A -

% tor-human resources and rlsk man-

r- agement for the office of administra-
tion at the University of Cahfornia at\4 Davis

l
"We've tned to take a preventive

approach to tins," she said
In additton to authonng and widely

-e
-- distributmg a pohcy prohibitmg m-

timidation, threats and violent acts,
which states clearly that anyone who
violates the pohcy unll be disciplined
with penalties up to and including
dismissal, the university established a
workplace violence prevention opera-
tions committee to respond to situa-
tions mvolvmg pr,manly faculty and
or staff A separate student crisis re-
sponse team also was estabhshed

The purpose of the year-old com-
mittee is to coordinate the manage-
ment of ongoing or recurring prob-
lems, assist victims and, if appropn-
ate, recommend disciplinary action
and/or Intervention

The committee for faculty and staff
problems consists of Ms Luthi, the
campus counsel, the director of the
campus EAP, a human resource con-
sultant and a member of the pollce de-
partment Depending on the situation,

.

other Individuals, meluding the direc-
tor of the vocational rehabilitation

services, a representative from stu-
dent services and the pubhc informa-
tion officer, may be called upon, she
said

"The beauty of it is that the com-

mittee brmgs m all the resources we
need when we have a situation," Ms
Luthi said "We've got the best and

e bnghtest rmnds at the table" when
situations anse

While Ms Luthi was unable to

elaborate, she did confirm that there
is a pendmg lawsuit against the uni-
versity that Involves a crossover be-

tween alleged ADA violations and ag-
gressive behavior on the part of an in-
dividual Ell
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Spotlight report

Clean
Continued from page 3
ECS Underwdting Inc. in Exton, Pa.,
an underwriting manager for Re-
liance National Insurance Co. that is

hoping to provide some of the insur-
ance for the project.

Indeed, "insurance can remove the
hurdles that have traditionally driven
the litigation and, as a result, these

Superfund projects can move from lit-
igation to actual cleanup," observed
John Theiss, vp and director of envi-
ronmental risk management services
at Sedgwick of California Inc. in Or-
ange, Calif.

Mr. Theiss was contacted several

months ago by Bob Kuhn, a member
of the San Gabriel Basin Water Qual-

ity Authority board, to explore insur-
ance alternatives for the cleanup pro-
jec:.

The Water Quality Authority was
created by the California Legislature
in 1992 to jump-start environrnental
cleanups throughout the state.

"I think we're in favor of the con-

cept of insurance. It's a matter of how
much, ultimately, it's really going to

cost and how much responsibility it
takes off of the PRPs," said Mr. Kuhn,
referring to the potentially responsi-
ble parties involved in the project. "If
it does what we think it's going to do
and the EPA accepts that, then we're
all in favor of it."

So far, environmental insurance
has had only limited use in pollution
cleanup projects. For example, the
coverage has been used to cap costs in
some "brownfields" cleanups. Brown-
fields is a designation used to describe
old industrial properties that have
sustained some degree of contamina-
tion and, as a result, havebeen left un-
developed (BI, Nov. 11, 1996).

140,000,000 +
Prescriptions Filled Annually

3,300 +
Employees

Environmental coverage also is be-
ing used at a state Superfund site in
Virginia and has been proposed for
use at a state site in Maine, according
to Mr. Benninck of ECS, which was
involved in both projects.

But until now, environmental in-
surance has not been considered for

use in expediting the cleanup of a fed-
eral Superfund site.

"The biggest barrier (to its use), I
think, is just a lack of awareness
among the general public of options
available through environmental in-
surance," Mr. Benninck said. "People
don't know it exists. And PRPs have

been beaten up for so long that they
have a defeatist attitude. Nobody's
looking for a positive solution to the
Superfund problem."

Instead, PRPs and their insurers

have been paying lawyers millions of
dollars in litigation costs in an at-
tempt to minimize their liability for

cleanups, he said.
In fact, many promoters of the San

Gabriel proposal fear insurers' bad
public image in connection with pol-
lution coverage litigation could nix
the project.

"There have been hundreds of in-

surers sued over toxic torts," observed
Alan Lattanner, president and chief
executive officer of EQQUA, an envi-

ronmental engineering firm based in
Fremont, Calif. It is conducting a lia-
bility allocation analysis for the San
Gabriel site. "But only four of these
insurers are offering a solution," he
pointed out.

Indeed, the market for environmen-

talliability coverage is dominated by
four players: ECS/Reliance, American
International Group Inc., Zurich-
American Specialties and Kemper
Environmental, according to Mr.
Theiss, who has brokered policies un-
derwritten by each of them.
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Expenditures Managed Annually

22,000,000 +
Members

 Express Scripts®• Value&
WE ARE PLEASED TO ANNOUNCE THAT

EXPRESS SCRiPTS' ACQUISITION OF VALUERx
FORMS THE LARGEST

PHARMACY BENEFIT MANAGEMENT

COMPANY INDEPENDENT OF

PHARMACEUTICAL MANUFACTURER OWNERSHIP.

The combined company provides the intellectual capital to offer clients
the most objective and progressive consultative tools available.

Increased investments in research and development will deliver new
products and greater combined services. The company plans
to use its unique position to bring better healthcare to its members
and cost savings to its clients.

If your company or client would like a proposal from a Pharmacy
Benefit Management Company, or would like to review the combined
healthcare management capabilities of Express Scripts * ValueRx,
please contact:

Ms. Sue Karam,
Senior Director

800.440.1486

Fax: 612.509.2842

karams@esi-vrx.com

Express Scripts * ValueRx
4700 Nathan Lane North

Plymouth, MN 55442

"We see that this tool can be used to

facilitate remediation of Superfund
sites," said Mr. Benninck. "If we can
develop a tool to facilitate all the
PRPs to come together rather than lit-
igating against each other...we can
start addressing the bigger issue,
which is the remediation of all these

Superfund sites."
But"for these products to move for-

ward, we need to work in tandem

with the regulators," Mr. Benninck
pointed out.

While there's nothing in the Super-
fund law that specifically precludes
insurance from being used to finance
cleanups at a site on the National Pri-
ority List, it has yet to be employed,
mainly because of concern over how it
will be accept:ed by the EPA.

"From one EPA region to another,
they implement things very different-
ly," explained Bob Hallenbeck, vp-
government affairs at ECS. "So you
talk to Region 9, and they'll tell you
one thing. Then you talk to Region 3,
and they'lltell you another."

For example, some state environ-
mental regulators have accepted an-
other element of the San Gabriel pro-
posal-transferring liability from all
PRPs to a single work party. But
whether the federal EPA will be as

amenable is uncertain.

from a large group of PRPs to a single
work party "is an issue of contention
with EPA," said Mr. Lattanner.

"But they are beginning to warm up
to the idea. They interpret Superfund
to say that PRPs must retain their lia-
bility forever until the problem is
completely closed. But some people
say you could interpret Superfund
differently, and as long as there's a re-
sponsible party with legal responsibil-
ity for the cleanup, that's acceptable,"
he said.

"That's why we need a demonstra-
tion project like this one," pointed out
Sedgwick's Mr. Theiss.

To ensure that the strategy would
be allowed by the EPA on at least a
demonstration project basis, ECS/Re-
liance's Mr. Hallenbeck recently ap-
proached Sen. Barbara Boxer, D-
Calif., about introducing federal en-
abling legislation. The proposal would
have permitted the allocation of
cleanup funds for the purchase of in-
surance "in order to display the effec-
tiveness of insurance as a way to facil-
itate cleanup," he ecplained.

"But Sen. Boxer's office said theb
would propose that provision only as
part of the overall Superfund reforrn
legislation, that it was not somethinE
that could be passed as its own pie€
of legislation," he said. "And that's
where we've run into a problem, be-
cause Superfund is not going any-
where."

The legislation has stalled laI·gell
because it's an election year, he ex-
plained. "Who gets the break on Su-
penfund? Companies, mostly. It's ham
to translate Superfund into votes," h€
said.

But all hope is not lost, he pointed
out. "There's enough latitude in thf
enforcement regulations that EPA
could still allow it if they really want
to."

Stin, Mr: Hallenbeck said, "it wouk
be nice if the statute was changed anc
it wasn't left to the discretion of even
region as to how the law's interpret·
ed."

For example, while regulators ir
San Francisco-based EPA Region 9
which is overseeing cleanup of th,
San Gabriel site, have approved th,
use of a single work party to spear·
head the remedial investigation anc
feasibility study, they still are skepti·

cal about the insurance component o:
the cleanup plan.

"We don't want to be in a positior
where our only recourse is against ar
insurer who might decide to litigati
with us for the next 20 years," saic

See Cleanup on page 12
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Spotlight report

Continued from page 16
Gavin McCabe, EPA assistant region-
al counsel.

"That's why, while the PRPs may
obtain an insurance policy, we're go-
mg to say, 'That's great, that looks
good, it seems like you have coverage,'
whatever, but if for some reason the
Lnsurer doesn't pay them, we don't
want to be in the position of having to
Eight that fight. That's their fight. Ul-
timately, they would retain responsi-
bility," he said.

Still, "there's no type of thing in the
statute or any policy that we have that

would prevent them from doing that,"
Mr. McCabe added.

So far, EPA Region 9 has been re-
ceptive to applying the single work
party concept to allocating the cost of
the remedial investigation and feasi-
bility study that precedes cleanup
work.

In 1995, Cardinal Industrial Finish-

es of South El Monte, Calif., learned
that it was going to be one of 42 PRPs
receiving a special-notice letter, or of-
ticial notification, from the EPA in
connection with the site. Cardinal

then approached the regulators and
asked if it could take the lead in the

remedial investigation and study.
"My company was aware of the fact

that the EPA was going to issue the
special-notice letters," recalled Larry
Felix, Cardinal's director of corporate
affairs.

While Cardinal claims it did not

cause pollution found at the site, the
iompany is one of the area's largest
employers and felt it was its civic re-

monsibility to take charge, he said.
The company's officers also thought

the money it and the other PRPs
would spend litigating over which
company should be held responsible
would be better used paying the cost
of the study itself.

"The transaction costs associated

with performing the remedialinvesti-
gation oftentimes are as high as the
cost of doing the work itself," Mr. Fe-
Lix explained.

After doing some Internet research,
Mr. Felix found that the EPA had al-

ready developed a streamlined pro-
eess for conducting a remediation
study of landalls that permitted the
transfer of responsibility to a single
work party.

"I dug into the EPA files, and I
found this document on streamlined

remedial investigation and feasibility
study for Superfund sites that mostly
applied to landfills," Mr. Felix said.
"So I just took the language, and I ap-
plied it to this site, which is a ground
water site."

After getting the EPA's approval to
apply the process to the San Gabriel
site, Cardinal signed the EPA's Ad-
ministrative Order on Consent, which

gave the company the right to head
the project and to subrogate against
all the other PRPs. "But we told them

that we wouldn't do it," he said.

Instead, "we went to people, and we
said, 'If you give us $18,000 toward
the remedial investigation and feasi-
bility study, then we will in fact per-
form it. We will not ask you for any
more money, then we will turn it in to
EPA in a manner that it wiH, in fact,

be accepted by them,"' he recounted.
EPA acceptance of a plan is often a

problem because "a lot of times, peo-
ple do work but they don't follow
EPA criteria, and then the work is re-
iected and all that money is for
naught," Mr. Felix explained.

The contribution amount was based

on an estimated total cost for the

study of $1.25 million, less a $300,000

grant from the San Gabriel Basin Wa-
ter Quality Authority, divided by the
number of PRPs receiving special-no-
tice letters from the EPA.

Initially, 62 PRPs were expected to
receive notice, so the contribution

amount was set at $15,000, Mr. Felix
said. But there were only 10 initial
takers, and the number of PRPs actu-
ally receiving notice dwindled to 42,
so 32 of the PRPs contributed $18,000,

while the first 10 paid only $15,000.
Mr. Felix estimates that using the

streamlined process has cut about $1
million off the price of the remedial
investigation and feasibility study.

"Now what we would like to do is

see if we can take this knowledge and
apply it to the actual implementation
of the (cleanup) remedy," he said.

"That's why there needs to be some
very specific language added to Su-
perfund that would allow insurers to
feel more comfortable with this type
of volunteer situation," Mr. Felix as-
serted. "The way that Supe*md is set
up presently, it's 'the polluter must
pay and that's it,' and there's no

recognition of proactive PRPs that
want to try and get something done in
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a cost-effective manner," he said.
"I believe that the individual parties

working with their insurers can do a
better job than governmental entities,
because they're a lot more cost-con-
scious.'

If the EPA approves the cleanup
scheme sought by Cardinal, it would
permit the company to take charge of
the cieanup effort and divide the actu-
al cleanup costs among the PRPs us-
ing an allocation formula developed
by Mr. Lattanner of EQQUA.

The formula takes into account all

available information about a site to

measure each PRP's proportional
share of liability, Mr. Lattanner ex-
plained.

Among the variables included in
the formula are what businesses

operated on which properties, the na-
ture of the businesses, what types of
storage tanks were used, etc. "There

Continued or, next page
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Continued from previous page
are many variables for each type of
business," he explained,

"We also compare individual expe-
rience with industry experience and
develop an exposure index, which is
multiplied by total cleanup costs to
get that company's proportional
share," Mr. Lattanner said. "This is a
general methodology that we've been
applying for about 10 years to diKer-
ent types of problems We've done the
cost estimating side for Superfund,
but we haven't done the liability anal-
ysis yet."

He added that the PRPs also can

use the liability allocation to seek cov-
erage from liability insurers that
wrote policies for them prior to the in-
troduction of the pollution exclusion
in 1986. Then the insurance recovenes

and the PRP contributions would be

pooled to provide funding for the
cleanup and to pay the premium for

the cost cap and legalliability insur-
ance.

Because of the scope of the pro-
ject-the initial cleanup estimate so
far is more than $50 million-AIG
Environmental and ECS would work

together to providethe coverage lim-
its necessary, said Mr. Bennink.

"We would either do a quota-share,
where we would work together and
split it 50-50, or a layered program,
and we would be primary," he said.

ECS/Reliance can provide up to $40
million in limits, while AIG can write
up to $70 million for the cleanup cost
cap and legal liability coverage. The
coverage would attach over a pre-
scribed self-insured retention gener-
ally equal to the expected cost of the
cleanup plus a buffer layer of perhaps
10%, Mr. Bennink explained.

Both AIG's cleanup cost cap policy
and ECS/Reliance's remediation stop-
loss insurance would cover four vari-

ables:

•If the actual contarnination is

greater than erpected.
• If off-site cleanup costs are in-

curred in connection with the covered

cleanup.
• If new, previously undetected con-

tamination is discovered in the course

of performing the cleanup.
• If there is a change in government

regulations affecting the scope of the
cleanup.

Currently, coverage terms are limit-
ed to 10 years, but PRPs can arrange
for longer policy periods by purchas-
ing finite risk insurance in addition to
the cost cap policy, an AIG
spokesman explained. Finite risk in-
surance works somewhat like an an-

nuity, with the policyholder paying a
premium equal to the present value of
the cost of the remediation. The insur-

er then takes over the cleanup, invest-
ing the premiums and disbursing

funds as needed, Mr. Bennink ex-
plained.

When the proposal is viewed in its
entirety, "it's really a complete busi-
ness plan" that incorporates financial
and engineering tools, summarized
Mr. Lattanner.

The financial tools include transfer-

ring responsibility for the cleanup to a
single work party that would pur-
chase the cost cap and legal liability
insurance and combine it with funds

collected from PRPs and their insur-

ers.

The engineering tools include a ra-
tional allocation of who's responsible
for what damage, a state-of-the-art
calculation of cleanup costs and the
creation of an ongoing concern to en-
suIF the cleanup is completed.

"Remember, this may be going on
for 30 or 40 years-long after those
who developed this scheme have re-
tired," Mr. Lattanner pointed out. I:li

Brokers and ceding companies who know

PMA Re know that we never settle for the

easy answers. They know that we're always

searching for new ways to meet their chal-

lenges. We believe that the better we know

our clients, the more we can help them.

So we sit down with clients, face to

face, to gain the knowledge and

insight that enables us to suggest

creative solutions and to assist them

in managing their risk levels. If your

reinsurer doesn't know you well enough

to offer this kind of help, perhaps you

should know PMA Re.

PMARe
An A+ Company

What you don't know can't help you.
215.665.5000, fax 215.665.5009, www.pmare.com
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Superfund
site hits

42 PRPS
t 35 square rniles, the

ASan Gabriel Valley
Superfund Site is one
of the largest Super-
fund sites in the

country, with ground
water contamination from industrial

and municipal use spanning 50 years.
Site investigations found the prin-

cipal contaminant to be tetra-
chloroethylene, or PCE, a degreasing
fluid used to clean metal parts before
they're painted.

There also is secondary trichloro-
ethylene, or TCE, contamination, ac-
cording to Kirby Brill, assistant exec-
utive director of the San Gabriel

Basin Water Quality Authority in
Covina, Calif.

While the U.S. Environmental Pro-

tection Agency initially identified 263
potentially responsible parties for the
7-square-mile South El Monte Oper-
able Unit portion of the site, the list
eventually was pared down to 42
PRPs.

The investigation, scheduled to be
completed in September, will deter-
mine the extent of the ground water
contamination and analyze alterna-
tives to control its spread.

Cardinal Industrial Finishes of

South El Monte, Calif., which makes
industrial paint used on computer
equipment, did not contribute to the
PCE contamination, according to
Larry Felix, Cardinal's director of
corporate affairs.

However, the manufacturer's prop-
erty was found to be contaminated
with PCE, he explained.

The names of other participants in
the South El Monte Operable Unit are
not being disclosed, in keeping with a
confidentiality agreement reached
among the parties, Mr. Felix said.

A total of 32 PRPs-including Car-
dinal and at least two others that were

not named on any EPA list-on-
tributed to the financing of the reme-
diation investigation and feasibility
study, according to Mr. Felix. The San
Gabriel Basin Water Quality Author-
ity also supplied a $300,000 grant.

At current estimates, the study is
expected to cost $1.33 million-slight-
ly more that the original $1.25 million
budget-and includes all transaction
and investigative costs.

The San Gabriel Valley Superfund
Site has drawn significant attention
because the underground aquifer sup-
plies water to more than 1 million cus-
tomers throughout Southern Califor-
nia, explained David Bennink, assis-
tant vp-risk management at ECS Un-
derwriting Inc. in Exton, Pa. Prurther-
more, environmental experts project
that the diminishing supply of non-
contaminated ground water in the re-
gion will result in a water shortfall of
7 million acre feet by the year 2020-
just 22 years from now, he said.

Because of the significance of the
cleanup project, at least eight state,
federal and regional regulatory agen-
cies are involved. Among them are the
federal EPA, the California EPA, the
California Regional Water Quality
Control Board, the Department of
Toxic Substance Control, the San

Gabriel Valley Water Master, the San
Gabriel Basin Water Quality Author-
ity and the Los Angeles County Pub-
lic Works Department.

The U.S. Army Corps of Engineers
also is participating because part of
the site is adjacent to a flood control
basin, Mr. Felix explained.

-By Joanne Wojcik
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Spodight report

Environment enngbuymg Because the discovery phase of a cycled, he said Coca-Cola's only haz- sponmble party for cleanups
"The environmental issues have be- lawsuit could bring environmental ardous matenals are used motor 011 "It's the past history for us" that is

come much more financially critical," audit documents to the forefront, and water containing high levels of the hardest environmental issue to
Conttnued from page 3 Ms Edmonds said Her corporation's some corporations, Mr Bottome said, sugar The company treats the sug- manage, Mr Elmore said "What
umentation of waste disposal and audit mclu(les morehistonc research, have their legal counsel request the ared water before emission, mcludmg went on m the past, Lord only
government documents, also could re- extensive ground water tesbng, and documents, which would secure them adjusttng the pH level knows"

val the need to take a samphng from sometimes even interviews with local under attorney/client pnvilege But one of the greatest challenges Despite the inherited cleanup costs
the site, Ms Lee said people, she said National Service In- "I think this is a real obsta- Coca-Cola faces comes from potential it has Incurred, Coca-Cola Enterprls-

"People are more willmg to look at dustnes Inc self-insures the rtsk cle There's a legitimate complaint Superfund habilities In buying up es still considers cleamng up sites a
getting a site that might be contami- Some risk managers are wary of 'Are we unlocking the doors, turning smaller bottlers, which is how Coca- "better expense" than protecting
nated (after doing an audit), because audits, though, for fear the related the hghts on, and leavlng the house Cola Enterpnses grows, Mr Elmore against these costs, said Corporate
if you know what the risk is, you can documents could fall mto the hands of open to be burglarized?"' said some facties didn't have the re- Risk Manager Lon Taylor "We
manage the risk," she said those who might file claims, said It is the past that haunts some cor- sources to modernize "We spend a lot would rather spend the money on fix-

Atlanta-based cleaning supply and Robert Bottome, a pnncipal consul- porations Womes over inherited ha- of time and money managing as- ing the problem rather than insuring
pesticide manufactunng conglomer- tant with Environmental & Occupa- bility can hang on for years after the bestos," he said Additionally, "Su- it," she said
ate National Service Industnes Inc tional Risk Management of Sunny- deal closes, nsk managers said perfund crops up to bite us quite a Southern Co, an Atlanta-based

has become more aggressive m ac- vale, Callf "We really don't have scary thmgs lot " utillty that operates prunarily m the

quiring new facihties, said Mary Ed- Risk managers "still feelvery un- coming outof ourmanufactunng pro- Asthe successor to a lot of these 11- Southeast, also is troubled by past en-
monds, manager of risk management easy-and I can't tell whether with cess," said Martin Elinore, corporate abilities, Coca-Colals required topro- vironmental practices, said Gary
As a result, the company has created cause or not-from their side," he manager for environmental affams at duce documentation of disposal Meggs, director of rlsk management
a planmng and development team, said "They're very reluctant to create Coca-Cola Enterprises The Atlanta- records Because it can't always flnd "Many utilities, both electnc and gas,
which includes the risk management this document File cabmets start to based soft dnnk manufacturer and these documents from bygone eras, at one time or another were somehow
perspective, to scrutinize the ments hil up with this document, and it's a bottle's sohd waste, such as old truck Coca-Cola Enterpnses sometimes involved in the cham of ownership 01
and pitfalls of properties it is consid- mixed bag" tres, bottles and cardboard, all are re- finds itself named as a potentially re- sites that had environmental expo-

sures,"he said "Afty to 100 years ago,
if you were ever involved in the chain
of ownership, you're on the hook "

MAKING
This idea of "cradle-to-grave habll-

* ity" keeps the Southern Co from
.

'7 delvmg mto more risky operations,

THE IMPOSSIBLE such as building waste energy plants
The Southern Co doesn't have envi-

6X

POSSIBLE A Rfil/t'd--
,)7 ronmental Insurance, and it hasn'l

looked at the newer products recent-
ly, Mr Meggs said, because of what he

TAKES SOME SWETT. has heard from market intelligence
and broker-provided expertise

"Coverage is very restrictive, the
underwriting process is very mgor-

A.I»'42 ous," hesaid "It'stoomuch money for

.
too httle coverage "

Instead of using insurance to re-
move the nsk, the Southern Co has
increased its awareness of exposures
Now when the utlhty m Involved m an
acquisition, the contract language is
laden with nsk management mecha-

. nisms The company also is careful
with whom it deals Many of the re-
guests to build these waste energy

"fsfr - 4
al plants come from government enti-

44 13"Yt#,2€5if-pr--- ' ties, which Mr Meggs said, enloJ

0
sovereign immunity in many cases

*I. Unless he could be assured his cor-

poration would not be held responsi-
ble for the risk, he fears it "could end
up bemg the only deep pocket left "

Bell Atlantic Corp 's Sheha Small
executive director of corporate nslf
management, shares the same con-
cern about berng held asa PRP
Rather than adding to its real estat€
portfolio, the New York-basec

Ty# telecommunications company is sell-
-

ing off its holdings Bell Atlantic has

tize< .f - ' akrE$A:- chosen to divest itself of properb
4 without using environmental insur-

I.
-. Dr*irc*-·-t;SYSI n¥-812' ht ance products, with the exception ou

' ./4'; provisions included in an excess ha-

019The Ln,1, & Cmwk,rd (31($ Inc·  -,tr,, bility pohcy to assist with the envi
You have a risk that's new, large or out-of-the- ronmental Insk transfer "Smce we'r¢

not a pollutlng company, we feel thes¢
ordinary, but you're concerned that the coverage will be

4/ t.
are adequate," Ms Small said

"We're currently so environmental-beyond your client's reach That's the time to look to Swett &
ly concerned," said Lou Drapeau

Crawford Group. We've built our business and our reputation on manager of risk management foi
Troy, Nach -based The Budd Co ThE

providing hard-to-find, affordable coverage for difficult and unusual automobile parts suppher, which has
not looked at environmental insur-

property and casualty risks Our brokers and underwriters can create and ance products smce the late 19805 01
early'9Os, monitors its environmenta

place coverages for nearly every class of business. Nobody knows more about exposures through an environmenta
council compnsed of diferent depart-the capabilities, capacities or security of markets than we do The expertise and
ments that would handle any cleanur

knowledge of our professionals Is the key to both identifying appropriate carriers and efforts at the company's sites
Efforts like those of The Budd Co

positioning your submission for a positive response. In addition, because we are the nation's are applauded by Susan Fernandez
vp for Austin, Texas-based environ-

largest wholesale broker you get access to more exclusive markets and In-house facilities than with mental nsk consultant Radian Inter-

any other wholesale resource. That literally multiphes your opportunities for a successful placement.
national She said avoidmg or rmti-
gattng rlsk m a cost-effective way anc

So before you say "impossible," talk to the experts at Swett & Crawford about the possibilities. We make the "dealing with risk proactively is gooc
business '

difficult easier to accomplish Which helps make building your business a slam dunk Another catalyst of corporate atti
tude change is the opinion of the ulti
mate consumer Because the pubhc

Swen & Crawford SweHinsurance Managers has embraced environmental cleanu
efforts and the awareness of environ

Atlanta • Bellingham • Boise • Boston • Clearwater • Dallas • Denver • Detroit • Fresno • Greensboro • Los Angeles • Minneapolis • New York mental impact has grown, virtualll
Philadelphia• Phoenix • Portland, ME • Richmond• Salt Lake City• Seattle • St Louis every corporation wants to be per-

ceived as "a good environmenta
See Environment on page 22



1. D&0 Liability for Financial Institutions?

2. E&0 Liability for Financial Institutions?

3. General Partners Liability?

4. D&0 Liability for Community Banks?

J

1. See above.

2. See above.

3. See above.

4. See above.

Any questions? Call 800432-8168.

AExecutive Risk
www.execrisk.com
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Spotlight report

Environment
Con=ni,ed from page 23
steward," said Donna Sandidge,
managing director for Sedgwick En-
vironmental Services in Nashville,
Tenn.

"Part of that is the public's aware-
ness: appreciation and sensitivity to
environjmental issues," said Ms. San-

didge.' Risk managers will be inter-
ested in anything that will protect
their company's reputa Jon. -and a
reputetion is an asset. We're very ex-
cited about this area. It's really open-
ing up, and risk managers are chal-
lenged.

Ms. Sandidge and others said even
traditional environmental liability
policies are less expensive and cover
more. By offering the policyholder
more flexibility, technical expertise
and a greater breadth of coverage,

El

44

Our *ewest
line of business

piovides
out-of-the-box
tfsolutions.

f

insurance products are making envi-
ronmentally friendly regulations
more palatable for corporations.
From cost-cap products that cost the
risk manager only the estimated lia-
bility and cover excess cleanup costs,
to real estate transfer products that
ensure a real estate buyer won't in-
herit the environmental legacy of
previous owners, the price an,i value
of these products has greatly im-
proved in recent years, experts said.

Likening the variety of coverages
to an extensive selection of produce
at a supermarket, Sue Anne Mitro of
The Hillman Co., based in Pitts-
burgh, said she is very pleased with
current insurance products. Ms.
Mitro, manager of risk and insurance
for the privately held holding and in-
vestment company and reaI estate
developer, said, "It's truly jmpressive
how robust the marketplace is,"
adding that four or five years ago, in-

surers were marketing constrictive
environmental products and lacked
the in-house expertise to inspire con-
fidence in the would-be buyer.

The Hillman Co. relies on its insur-

ance to cover any transfer of liabili-
ty, Ms. Mitro said. "It's a finite cost
of selling a piece of property. I will
never need to set aside a reserve to

cover that," she said. "I can buy an
insurance policy that will cover that
risk, satisfy the buyer's concerns,
and relieve me and my company of
any concerns with regard to that in-
demnity."

Ms. Mitro said that because of cur-

rent market conditions and because

no one can predict what future regu-
latory standards corporations will be
expected to meet, "risk managers
who are not looking at (insurance
products) as protection for their
companies are really missing an op-
portunity."

:C
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This Fort Sheridan, 111., ravine, once used as a dumping area, will be
remediated by this summer, an official with the developer says.

2
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Announcing Property Facultative Reinsurance.
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Combine our out-of-the-box thinking and personalized approach with expertise in your industry, up to $100 million
capacity, over 40 years of providing innovative reinsurance - and what you get are solutions that open doors to
increased business and a long-term partnership.
Call 1-800-200-1546 or visit our website at www. cnare.com for more

information on our new property facultative reinsurance or other global
reinsurance solutions.

CNA RE
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91%

Jim Cox, senior vp and environ-
mental practice leader for J&H
Marsh & MeLennan in New York,

said: "All the products are expand-
ing, and there are better terms and
cheaper pricing. There is a general
heightened use of insurance by all of
the industry."

The continuing soft market, which
encourages "shopping a risk" for the
best policy for the money, is one fae-
tor responsible for the enormous ex-
pansion of the environmental mar-
ket. "All environmental liabilities

that a corporation is facing can be
insured," Mr. Cox said "It's a degree
of how contaminated things are."

rector for the real estate division of

Chicago-based Mesirow Financial,
said that because of the availability
of cost-cap products and other insur-
ance that could protect his corpora-
tion if the cleanup process went
wrong, he was able to have success
with former "brownfield" sites. A

brownfield is a piece of property that
has not been developed due to par-
tial contamination.

ECS sold Mr. Shields the needed

insurance products for his $3 million
to $4 million residential redevelop-
ment of part of the former Fort
Sheridan army base in the town of
Fort Sheridan, Ill,, a lakeside com-
munity about 30 miles north of
Chicago. The 110-acre site, which
will be completed in about four to
five years, will contain 551 resi-
dences. Old buildings containing as-
bestos and lead paint will be refur-
bished, and two landfills are being
cleaned up.

A ravine in the middle of the par-
cel was used decades ago, Mr.
Shields said, as a dumping area for
construction debris and municipal
solid waste. He anticipates the envi-
ronmental remediation of the prop-
erty will be completed by the end of
this summer.

"We will have a restored ravine

that went from a brownfield," Mr.

Shields said, noting that the idea of
cleaning up brownfields has gone
from an ideal notion to a practical
reality.

"The market is kind of ripe to turn
these properties to productive use,"
said Bruce Amos, a managing under-
writer in the risk management group
for ECS. "The thread to bind all of

this together is environmental insur-
ance. These insurance products
address the knowns and unknowns.

It takes away the uncertainty due to
the contamination on the business

analysis of the project."
Currently, 35 states, in conjunction

with the Environmental Protection

Agency, embrace

cleanups. The brownfield projects
are most popular in heavily industri-
alized states, Mr. Amos said. "It

tracks the industrial growth of this
country. Clearly, the Southeast is
lagging."



B/directo

AGRA Earth &

Environmental Ltd.

221 18th St. S.E.,

Calgary, Alberta, Canada T2E 6JS;
403-248-4331; fax: 403-569-9031

Services began: 1962.
Parent AGRA Industries Ltd.

Services: Real estate audits, manufactur-

ing plant audits, design and analysis of reme-
diation plans, design of waste minimization
plans, litigation support, public health risk as-
sessment, regulatory and public policy anal-
ysis, UST management and removal, eco-
logical risk assessment.

Other services: Remediation activities,

environmental consulting to insurers and pol-
icymakers, general risk management con-
sulting.

Staff: 1,400 total; 10 environmental pro-
fessionals, induding one principal consultant,
nine consultants; 25 PEs, two CIHs, one

REA.

Clients: 15 environmental consulting
dients; three corporate/institutional dients.

Specialties: Oil and gas, mining,
pipelines.

Branch offices: Phoenix; Portland, Ore.;

Seattle; Calgary and Edmonton, Alberta;
Vancouver, British Columbia; Winnipeg,
Manitoba; Toronto; Regina, Saskatchewan.

Service area: Worldwide.

Compensation: Bythe hour.

1997 gross revenues: $145 million total,
0.3% from unbundled environmental risk

management consulting directly to corpora-
lions and institutions.

Officers: WA Slusarchuk, president;
Roger Jinks, executive vp; Les Panek, senior
VP.

Contact: Les Panek.

Aon Environmental

Risk Services

123 N. Wacker Drive,

Chicago, 111. 60606;
312-701-4430; fax. 312-701-4143

Services began: 1993.
Services: Contract/indemnification review

for environmental liabilities, review of site au-

dits/loss control, evaluatiouplacement of en-
vironmental coverages, litigation support,
public health risk assessment, regulatory and
public policy analysis.

Other services: Environmental consulting
to insurers and policymakers, general risk
management consulting.

Staff: 15 total; 11 environmental profes-
sionals, including two PEs, three CPCUs,
two CHMMs, one CIH, two REAs, three at-
tomeys.

Clients: 600 environmental consulting
dients; all corporate/institutional dients.

Specialties: Construction, manufacturing,
lenders/property owners.

Branch offices: Chicago; Grand Rapids,
Mich.; Houston.

Service area: Worldwide.

Compensation: By the project; on retain-
er by the hour: $175 to $250.

1997 gross revenues: $30 million total,
100% from unbundled environmental risk all

to management consulting directly to cori»
rations and institutions.

Officers: Gregg Roberts, senior vp/direc-
tor; Julie Jezuit, Jennifer Flatten, Greg Bond,
vps.

Contact: Julie Jezuit.

Apex Environmental Inc.
15850 Crabbs Branch Way,
Suite 200, Rochille, Md. 20855;
301-417-0200; fax: 301-975-0169

http://Www.apexenv.com

Services began: 1988.
Services: Real estate audits, manufactur-

ing plant audits, design and analysis of reme-
diation plans, design of waste minimization
plans, litigation support, public health risk as-
sessment, regulatory and public policy anal-
ysis, UST management and removal.

Other services: Remediation activities,

environmental consulting to insurers and pol-
icymakers, general risk management con-
sulting.

Staff: 140 total; eight environmental pro-
fessionals, including one principal consultant,
seven consultants; seven PEs, 11 CPGs,
four CHMMs, five CIHs, three CGWPs, two
REAs.

Clients: 200 environmental consulting
dients; 75 corporate/institutional dients.

Specialties: Construction, financial institu-
tions, manufacturing.

Branch offices: Manchester, Conn.; Des

D<66-676666- 1766UIUnCe, 1Vldy LU, lk,UO / 90

ry of environmental consultants
Moines, Iowa; Hoboken, NJ.; Reading, Pa.;
Aiken, S.C.; Richmond, Va.

Service area: Nationwide*.

Compensation: Bythe project; on retain-
er.

1997 gross revenues: $20 million total,
20% from unbundled environmental risk

management consulting directly to corpora-
tions and institutions.

Officers: PeterT. Young, presidenVCEO;
Vincent N. DiRenzo, vp/COO; Shannon K.
Winston, secretary/treasurer/corporate con-
troller.

Contact: Mary Jane Arnold, manager-
business development.

* Woddw,de service avadabte to government dients.

Atlanta Testing & Engineering
11420 Johns Creek Parkway,
Duluth, Ga. 30097;
770-476-3555; fax: 770-476-0213
http://Www.atlantatesting.com

Services began: 1983.
Services: Real estate audits, manufactur-

ing plant audits, design and analysis of reme-
diation plans, litigation support, UST man-
agement and removal, asbestos/lead paint
surveys.

Staff: 425 total; 75 environmental profes-
sionals; 45 PEs, 35 CPGs, one CHMM, one
CIH, one CGWP, one REA.

Clients: 500 environmental consulting

dients.

Branch offices: Birmingham and
Huntsville, Ala.; Jacksonville, Orlando and

Tampa Fla.; Lexington and Louisville, Ky.;
Raleigh, N.C.; Columbia and Greenville,
S.C.; Chattanooga and Nashville, Tenn.

Service area: Midwestem and Southeast-

em states.

Compensation: By the project; by the
hour: $50 to $125.

1997 gross revenues: $25 million total,
30% from unbundled environmental risk

management consulting directly to corpora-
lions and institutions.

Officers: David Albin, president; DiR A. van
Reenen, vp; Clinton Hammond, controller.

Contact: Greg Ascher.

e
Barr Engineering Co.

8300 Norman Center Drive, Suite
300, Minneapolis, Minn. 55437;
612-832-2600; fax: 612-832-2601
httpj/www. barr.com

Services began: 1966.

Continued on page 25

e reward those who

can spot an accident
waiting to happen
before it happ ens.

Don't slip up and miss significant support for your

flight operations. After all, you deserve more than

a pat on the back for a great aviation safety record.

We think tangible financial rewards are a better idea.

It's no accident that more and more companies

committed to the highest industry operational

and safety standards are turning to

Associated Aviation Underwriters.

Call your insurance broker

or agent for more

information. And see why

we're the bunch to go with.

Associated Aviation Underwriters

51 John F. Kennedy Parkway

Short Hills, NJ 07078

973-379-0800

www.aait.com
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Reinsurance Intermediary

INDEPENDENCE

INTEGRITY

SERVICE

CONSISTENT PHILOSOPHY & PERFORMANCE

SINCE 1977

Atlanta Bermuda Chicago London Stamford

Directory terms explained
The ninth annual directory of

environmental risk management
consultants lists companies' re-
sponses to a Business Insurance
questionnaire.

The directory is published as an
editorial service; there is no charge
to be included. However, consul-
tants must offer services directly
to corporate and institutional
clients on an unbundled basis;
companies that offer environmen-
tal risk management consulting
only in conjunction with other
products and services or solely to
insurance companies, lawyers and
financial institutions are not in-

cluded.

In addition, companies must
generate at least $250,000 in annu-
al revenues from unbundled envi-

ronmental risk management con-
sulting to be included, and total
1997 revenues must be reported.

Listings begin with the name
and address of the company, the
year environmental services began
and parent company, if any.

Detailed under environmental

services are the environmental risk

management consulting services
the company provides, as well as
any other services provided.

Information on staff is listed

next, including total staff, the
number of professional staff mem-
bers assigned to environmental
risk management consulting only,
the number of principal consul-
tants, the number of consultants
and the designations or profes-

' sional memberships held. Desig-

We are pleased to announce tbe closing of tbe

FOX PAINE CAPITAL FUND, L.P.

$ 500,000,000

FOR GROWTH-ORIENTED

MANAGEMENT BUYOUTS

For further information, call us:

Saul Fox

Dexter Paine

TEL: 650-525-I3OO

FAX: 650-525-0657

nations include Professional Engi-
neer (PE), Certified Professional
Geologist (CPG), Associate in Risk
Management (ARM), Chartered
Property/Casualty Underwriter
(CPCU), Certified Hazardous Ma-
terials Manager (CHMM), Certi-
fied Industrial Hygienist (CLH),
Certified Ground Water Profes-

sional (CGWP), Registered Envi-
ronmental Assessor (REA), and
Attorney.

The total number of environ-

mental clients, along with the
number of corporate and institu-
tional employer clients in 1997, is
listed next.

If the company specializes in
consulting to particular types of
business or industry, these special-
ties are noted.

Locations of branch offices pro-
viding environmental risk man-
agement consulting are listed next,
as well as the service area. The

compensation section details how
the company bills for services.
Also listed are the gross revenues
for 1997 and the percentage of rev-
enue generated through unbun-
dled environmental risk manage-
meAt consulting directly to corpo-
rations and institutions.

Names and titles of principal of-
ficers and the name of a contact

for those requesting more infor-
mation complete the listings.

Although every effort is made to
publish complete and accurate in-
formation, BI is unable to verify
all information provided by the
companies.

--



Continued from page 23
Services: Real estate audits, manufactur-

ing plant audits, design and analysis of reme-
diation plans, design of waste minimization
plans, litigation support, public health risk as-
sessment, regulatory and public policy anal-
ysis, UST management and removal.

Other services: Remediation activities;
environmental consulting to insurers and pol-
icymakers; general risk management con-
sulting; engineering and environmental sci-
ence consulting in water resources, process,
facility and infrastructure design, information
technology services.

Staff: 303 total; 80 environmental profes-
sionals, including eight principal consultants,
72 consultants; 17 PEs, eight CPGs, six
CHMMs, two CIHs, two CGWPs.

Specialties: Petroleum, mining, power.
Service area: Nationwide.

Compensation: By the hour: $40 to $155.
1997 gross revenues: $22.5 million total,

53% from unbundled environmental risk

management consulting directly to corpora-
tions and institutions.

Officers: Allan Gebhard, president; John
Borovsky, Douglas Connell, Dale Wikre,
Dean Malotky, vps.

Contact: Lori L. Stegink, vp-business de-
velopment

Bowser-Morner Inc.

4518 Taylorsville Road,
P.O. Box 51, Dayton, Ohio 45401;
937-236-8805:fax: 937-233-2016

Services began: 1980.
Services: Real estate audits, manufactur-

ing plant audits, design and analysis of reme-
diation plans, UST management and re-
moval.

Other services: Remediation activities,
environmental consulting to insurers and pol-
icymakers, subsurface investigations, anal-
ytical chemistry testing, geotechnical engi-
neering, laboratory testing.

Staff: 165 total; 12 environmental profes-
sionals, including four principal consultants,
eight consultants; two PEs, four CPGs, one
CHMM, one REA,

Clients: 15 environmental consulting
clients; 15 corporate/institutional clients.

Specialties: Manufacturing, commercial,
attorneys.

Branch offices: Lexington, Ky.; Toledo,
Ohio.

Service area: Nationwide.

Compensation: By the project; on retain-
er.

1997 gross revenues: $10 million total,
35% from unbundled environmental risk

management consulting directly to corpora-
tions and institutions.

Officers: Steven M. Bowser, president,
Richard Hoppenjans, chief engineer; Ken-
neth A. Taylor, senior vp-construction ser-
vices division.

Contact: Gerald H. Degler, vp/director-
marketing.

Cistar Associates Inc.

1240 Pawtucket Ave.

Rumford, R.1 02916;

401-431-9044; fax: 401-431-9046

Services: Real estate audits, manufactur-
ing plant audits, design and analysis of reme-
diation plans, design of waste minimization
plans, litigation support, public health risk as-
sessment, regulatory and public policy anal-
ysis. UST management and removal.

Other services: Environmental consulting
to insurers and policymakers, general risk
management consulting.

Staff: Six total; four environmental profes-
sionals, including three principal consultants,
one consultant; two PEs, one CPG, one CIH

Clients: 38 environmental consulting
clients; 15 corporate/institutional clients.

Specialties: Construction, educational in-
stitutions.

Branch offices: Canton, Mass.

Service area: New England.
Compensation: By the project; by the

hour: $80 to $130.

1997 gross revenues: $800,000 total,
50% from unbundled environmental risk

management consulting directly to corpora-
tions and institutions.

Officers: Michael F. Geisser, president;
Deborah A. Pereira, vp; Leland J. Figgins Jr.,
VP.

Clayton Group Services Inc.*
41650 Gardenbrook Road,
Suite 1 55, Novi, Mich. 48375;

248-344-8850; fax: 248-344-0229
http://Www.claytonenv.com

Services began: 1954.
Services: Real estate audits, manufactur-

ing plant audits, design and analysis of reme-
diation plans, design of waste minimization
plans, litigation support, public health risk as-

sessment, regulatory and public policy anal- 
ysis, UST management and removal, indoor
air qualityservices.

Other services: Remediation activities, 1
environmental consdlting to insurers and pol-
icymakers, generaj risk management con-
sumng.

Staff: 425 total: 186 environmental profes-
sionals, including 34 princ,pal consultants,
152 consultants; 16 PEs, 13 CPGs, f ve
CHMMs, 37 CIHs, two CGWPs, 10 REAs,
two attorneys

Branch offices: Los Angeles; San Fran-
cisco; Danbury, Conn.; Miami Atlanta and
Savannah, Ga.; Honolulu Chicago and
Rockford, 111. Indianapolis, Wichita, Kan.;
Boston; Detroit; New YorK; Cyril, Okla.;
Cleveland; Portland, Ore.; Philadelphia;
Seattle.

Service area: Nationwide.

Compensation: By the project; by the
hour: $40 to $150

1997 gross revenues: S52 million total,
30% from unbundled environmental risk

management consulting directly to corpora-
tions and institutions.

Officers: Thomas P. Kowalski, presi-
dent/CEO, Mark Schumacher, vp/CFO; Alice I
Farrar, senior vgnational director-environ-

Continued on next page
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CONTRACTORS

© 1997, Lockion Companies

GULF MAKES A DIFFERENCE FOR YOU

With environmental insurance coverage that leads the field in many ways:
* Separate and like limits for defense and damages.

* First dollar defense option.

* Occurrence form Contractors Pollution Liability coverage available.
* Worldwide Coverage.

* Vicarious liability for acts of sub-consultants and sub-contractors.
* Policy periods of One Year, Two Years or Three Years.
* All professional liability policies cover errors and

omissions. Gulf's policy also covers:
• Breach of Contract

• Conflict of Interest

• Unauthorized Practice of Law

VOICE:

Gulf Insurance Group I
A Member of Travelers Group U

Program Administrator:

FREBERG ENVIRONMENTAL |NSURANCE
1675 BROADWAY SUITE #2210 • DENVER, CO 80202

(303) 571-4235 • (800) 377-4152 • FAX: (303) 623-8101

Continued from previous page

mental healtWsafety; Usa Simkins, senior
vp/COO; Robert Ueckfield, national laborato-
ry director/senior vp.

Contact: Alison Undelien, manager-mar-
keting support services; 1252 Quarry Lane,
Pleasanton, Calif. 94566; 510-426-2600.

· Forme,6, Clayton Envimnmental Consu/tants k.

Comco Safety Consulting Inc.
2365 E. Sepulveda Blvd.,
Long Beach, Calif. 90810;
562-981-5335; fax: 562-981-5330
http://Www.comcosafely.com

Services began: 1984.
Services: Manufaduring plant audits, de-

sign of waste minimization plans, litigation
support, UST management and removal,
safety plans for environmental projects.

Other services: General risk manage-
ment consulting.

Staff: Eight total; four environmental pro-
fessionals, including two principal consul-
tants, two consultants; two PEs, one CHMM,
two REAs.

Specialties: Chemical, petrochemical,
water management.

Service area: Worldwide.

Compensation: Bythe project; on retain-

- MEOA

Makes a big impression.

1_ Loc,KioN. -1

Engineered to perform.

The country's largest
independently owned broker
is quick to respond, flexible,

a proven perfornner,
and focused on its clients.

We provide unparalleled service
and outstanding results.

Whether you are a risk manager
looking for more from your broker,

or a successful insurance professional
looking for an exciting and rewarding career opportunity,

you have a choice.

Look to Lockton.

LOCICON
Kansas City • Denver • St. Louis • Houston • Los Angeles • Chicago • Dallas • New York • Nashville

www. lockton.com

er; by the hour: $35 to $95.
1997 gross revenues: $595,000 total,

45% from unbundled environmental risk

management consulting directly to corpora-
tions and institutions.

Officers: Don Rhodes, president; Joy
James, treasurer; Joann Blayney, vp.

Contact: Joann Blayney.

DPRA Environmental

E-1500 First National Bank Building,
332 Minnesota St.,
St. Paul, Minn. 55101;
612-227-6500; fax: 612-227-5522
http://www.dpra.com

Services began: 1979
Parent: DPRA Inc.

Services: Real estate audits, design and
analysis of remediation plans, litigation sup-
port, regulatory and public policy analysis,
UST management and removal, environ-
mental heal#Vsafety inspections and training.

Other services: Remediation activities,

environmental consulting to insurers and pol-
icymakers, general nsk management con-
sulting

Staff: 175 total; 35 environmental profes-
sionals, induding 15 principal consultants, 20
consultants; nine PEs, one CPG, one
CHMM, one CGWP, two attorneys.

Clients: 125 environmental consulting
clients; 75 corporate/institutional clients.

Specialties: Financial institutions, insur-
ance companies, law firms.

Branch offices: Washington; Princeton,
N.J.; Oak Ridge, Tenn.; Milwaukee.

Service area: Eastern and Midwestem

states.

Compensation: By the hour: $35 to $130.
1997 gross revenues: $16 million total,

25% from unbundled environmental risk

management consulting directly to corpora-
tions and institutions.

Officers: Dick Seltzer, presidenVCEO;
Mike Barclay, Tom Eyestone, Dan Francke,
Chns Lough, senior vps.

Contact: Carol Samat, principal.

Dames & Moore Group
911 Wilshire Blvd., Suite 700,
Los Angeles, Calif. 90017;
213-996-2000; fax: 213-996-2290
http://Www.dames.com

Services began: 1932
Services: Real estate audits, manufactur-

ing plant audits, design and analysis of reme-
diation plans, design of waste minimization
plans, litigation support, public health risk as-
sessment, regulatory and public policy anal-
ysis, UST management and removal.

Other services: Remediation activities,
environmental consulting to insurers and pol-
icymakers, general risk management con-
sulting, eanhquake risk reduction through
retrofit strengthening.

Staff: 4,124 total; 1,800 professionals*,
including 1,537 PEs, 32 CPGs, seven
CHMMs, 10 CIHs, 40 REAs, 20 attorneys.

Clients: 1,700 environmental consulting
dients; 1,275 corporate/institutional dients.

Service area: Worldwide.

Compensation: By the project.
1997 gross revenues: $676 million total;

24%* from environmental risk management
consulting directly to corporations and institu-
tions.

Officers: Art C. Darrow, CEO/president;
Mark Snell, executive vp/CFO; Leslie Puget,
corporate controller; George W Long, trea-
surer; Stephanie Hunter, senior cp/chief of
staff.

Contact: R.L. Trailor, 213-996-2490.
' Es#mate.

ECS Risk Control Inc.

600 Eagleview Blvd.,
P.O. Box 640, Exton, Pa. 19341;
800-858-0853; fax: 610-458-7285

http:/Aww.ecsriskcontrol.com

Services began: 1985.
Parent: ECS Inc.

Services: Real estate audits, manufactur-

ing plant audits, design and analysis of reme-
diation plans, design of waste minimization
plans, litigation support, public health risk as-
sessment, regulatory and public policy anal-
ysis, UST management and removal, risk
and process safety management, emergen-
cy planning/response, training, benchmark
analysis.

Other services: Environmental consulting
to insurers and policymakers, general risk
management consulting, industrial hygiene
services, safety training, auditing and pro-
gram support, process safety management,
workers comp analysis, industrial health care

Continued on page 34
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Get back on solid ground with General Star.

Call your broker and put our underwriting expertise,

capacity and security to work for you.

0 GENERALSTAR
• Market Stability
• Financial Strength
• Underwriting Quality

Specialty underwriting through appointed surplus lines brokers. For a list of brokers in your area,

call General Star Management Company, Stamford, CT (203) 328-5700, ext. 5985, or fax your request to: (203) 328-5840.
Atlanta • Chicago • Dallas • London • Los Angeles • New York • Stamford
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ENVIRONMENTAL PROTECTION

1 AMERICAN INTERNATIONAL COMPANIES, 70 PINE ST., DEPT. A. NEW YORK, NY 10270
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As the market leader in environmental coverage, we can help

protect you against asset devaluation and contingent liabilities,

whatever your size. Call your broker or visit www.aig.com
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+ corporate risk management and insurance
* catastrophe capacity * securitization
* residual value and credit enhancement

traditional MGA/MGU programs* non-

* new venture capital • new risk-bearing vehicles
* vendor finance * project finance
* alternative reinsurance

CENTRE SOLUTIONS
A member ofthe Qj ZURICH Group

www.centresolutions.com

London 44-171-816-0816
Sydney 61-2-9238-2338

New York 212-898-5300
Zurich 41-1-639-9600

Bermuda 441-295-8501
Dublin 353-1-818-9800

San Francisco 415-222-0420

Coverages underwritten by a member of the Zurich Group. Coverage may not be available in all jurisdictions.
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Bringing managed care to workers comp
Efforts can reduce fraud, curb costs and irnprove outcomes

By Michael Weinper

HROUGHOUT THE PAST DECADE,employers have been concerned about curbing
rising workers compensation costs, reducing

fraud and improving efficiencies in the system.
The impetus to apply managed care principles to

workers comp was fueled by the desire to experience
the same kinds of cost savings employers saw on the
group health side.

However, differences between the group health
system and workers comp make it impossible to

import the traditional managed care model into
workers comp "as is."

As we enter the second generation of workers comp

managed care, several managed care practices are
becoming increasingly widespread.

With more than 40% of workers comp injuries
involving musculoskeletal injuries for which

rehabilitation services are usually required, the role
of rehabilitation therapists and services is a critical
component of managing medical care for injured
workers.

The relationships among payers, physicians,
therapists and patients can be modified using
managed care approaches to increase accountability,
improve cost-effectiveness and enhance outcomes.

The six managed care approaches most prevalent
in workers compensation are:

• Provider networks.

In workers comp, these networks should consist of
physicians and providers who have experience in

occupational medicine, understand the workers comp
system and, above all, practice the "early and safe

return to work" philosophy that spells success in the
workers comp system.

The advantages of using an experienced network

can be realized only if the employee stays within the
network for care.

Although virtually all states allow the employer to
direct the employee to a network or selected provider

for a period of time, after that period elapses, the
only factor that will keep workers in the network is
workers' level of satisfaction with their care. It is in

the payer's interest to keep the employee in the
network, because once the employee leaves the
controlled network, the potential for abuse of the
system significantly increases.

Responsibility for patient satisfaction resides with

the physician and the therapist. Consequently, the
network should focus on patient satisfaction and
outcomes. It should have in place an objective

mechanism for measuring patient satisfaction and for
remedying any problems that may surface in this
assessrnent.

The network also should have a means of

measuring patient care outcomes in terms of

improved functioning.
In addition to keeping the employees within the

network, the payer has a stake in getting them there
in the first place. Innovative incentive programs such
as the one at Fremont Health in Glendale, Calif.-the

managed care affiliate of Fremont Compensation

Insurance Co.-give claims units incentives to refer
cases to their provider network through monthly
"report cards" that measure the track record in
making appropriate referrals.

The system is designed to get patients to the
network providers where they will get the care they
need, according to John Roughan, assistant vp-
network development at Fremont Health.

All cases requiring rehabilitation therapy are

automatically referred to a nurse case manager for
handling. The nurse case manager assists the patient
with a referral to a provider and then coordinates the

patient's care by reviewing the care plan, authorizing
an appropriate number of visits and monitoring

progress.

• Reimbursement.

In return for receiving a volume of patient referrals
from the employer, the network may offer a discount
on its service fees. Because of varying restrictions
among the states as to how long employers can direct
employees to certain providers, it is usually not
possible to use a capitated system of reimbursement
in workers comp.

It's important to note that in states that have a
mandated state fee schedule, rates may already be set

at the lowest level allowed. In this situation, the
advantage that the employer and insurer get from the
network is improved outcomes and more efficient
utilization.

One reimbursement option to avoid in workers
comp is the network that rewards itself and its

providers based on the volume of services that it
provides. For the appropriate incentives to be in
place, members should pay the network a flat fee that

is not directly tied to the volume of referrals or
services.

Another situation to avoid is the ancillary facility
or service owned by a physician or group of

In Louisiana, incorporating peer
review-which uses therapists to review
the care provided by other therapists-
reduced the cost per case 20% during
a two-year period.

physicians. A 1992 William M. Mercer Inc. study
found that the number of patients referred for
physical therapy doubled when the physicians

making the referrals also owned the physical therapy
clinics

The Nov. 19, 1993, edition of the New England
Journal of Medicine reported that physician self-

referral of physical therapy increased utilization by
more than 110%, or by a ratio of 2.1 to 1.

• Case management and utilization review.

The involvement of case managers and utilization
review in workers comp is becoming more

widespread and more in depth. Involving case
management early in complex cases is critical to

getting the appropriate care plan in place to properly
manage the case and to put the injured worker back
on the road to recovery. This intervention is also vital
to avoid the runaway costs and services often
associated with unmanaged workers comp medical
care.

Whether payers delegate the review process to

credible third parties or do it in-house,
documentation from therapists and providers should

substantiate the need for the recommended care plan
and demonstrate the patient's progress on the

treatment regimen. Any aberrant case should be
reviewed.

Peer review using therapists who have experience
in private practice to review the care provided by

other therapists has several unique advantages. First,
experienced therapists will recognize when another
provider is "gaming" the system.

Second, the peer therapist will know what the
appropriate care parameters are for a specific
diagnosis or situation.

Third, peers also are able to interpret

documentation to understand what is really going on.
Using peers in the oversight function will foster
appropriate utilization,

The potential for good care management by peers
to enhance both the cost-effectiveness and the

outcomes for workers comp patients is immense. In

one scenario in Louisiana, for example, the cost per
case was reduced 20% during a two-year period

through the use of a rehabilitation network that

incorporated these practices.

Having the network assume the function of case
management and utilization review also has distinct
advantages. If the network is empowered by the
insurer, unauthorized care from a provider is not

reimbursed. Over and above this potential short-term
adverse financial impact, providers have a stake in

the future of network membership.
It is not just one case that is on the line-it is the

entire body of referrals that they may receive from
this network. If the network is dropped from

membership because of inappropriate utilization, this
consequence will affect their other lines of business.

This factor is a powerful incentive that also
encourages appropriate utilization.

• Bill review.

This function, which has been a part of both
workers comp and group health for years, assumes
additional importance as a means to ensure that

preferred provider organization discounts are
recognized and taken and that recommendations
made by case managers and UR managers are
incorporated into the treatment plan and into the
billing.

• Return-to-work programs.

While they are not in and of themselves managed
care practices, the combination of case management
and coordination among the payer, patient and
provider that is necessary to plan and implement a
successful return-to-work program is essential to
produce the optimal outcome that is also the goal for
a managed care plan.

In workers comp today, aggressive care and early
intervention are givens as practices that foster early
and appropriate functional improvement. Care must
be taken to be sure the patient returns at the proper
time-neither too soon nor too late. The correct

timing of the return to work is fostered by
documentation and standards of care that should be

developed based on experience with specific

diagnoses and monitored through patient satisfaction
questionnaires.

• Prevention.

Group health managed care plans traditionally
have touted their strength in preventive services-

encouraging regular checkups and immunizations,

for example. The prevention component of a workers
comp managed care plan involves the analysis of the

workplace environment and the implementation of
programs to prevent injury, foster a safe workplace,

and make all levels of employees realize that safety is
everyone's responsibility.

The workers comp network should contribute to
the prevention mentality by offering unique services

such as job site analysis and job testing, work
hardening and conditioning. The network should
have the potential to provide these services to a wide

geographic area encompassing all job sites of a
company.

There is an untapped opportunity for workers

comp insurers to incorporate managed care

principles from the group health side. Carefully
choosing their provider networks, working with them
to better manage the medical care plan, and holding

them accountable for appropriate use that fosters an
early, safe return to work will go a long way toward
meeting that potential. Ell

Michael Weinper is president

and chief executive oficer of
PTPN, a Woodland Hills, Catif.-
based outpatient rehabilitation

network with services in 24

states.
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Perspective

Public, private work similar but different
By George L. Head

RE THERE ANY TRULY significant differencesbetween risk management in the public and

private sectors?
Most students and practitioners of public

administration adamantly answer "Yes," asserting that
managing a city, a county or a park district, for example,
is much different than running a for-profit business.
These general administrative diferences, they contend,

lead to concrete, practical differences in risk management
between private- and public-sector entities.

Some who do not agree argue that there are likely to be

more risk management diSerences between two
organizations in either the private or the public sector-

for example, more differences between risk management
for a nationwide steel manufacturer and risk

management for an individual orthodontist-than there

are between risk management for the average private
firm and the typical public entity.

Knowing whether the difference between public-and
private-sector risk management are fundamental or
superficial is important to risk management

professionals. It is important to risk managers seeking to
move between sectors to enhance their careers. It is

important to insurance company commerciallines

experts, accustomed to working with policyholders in one
sector and taking on new responsibilities for
policyholders in the other sector. And it is important to
insurance agents, brokers and risk management

consultants, working daily with a variety of private- and
public-sector clients.

The question of whether there are significant contrasts
between public- and private-entity risk management also
has been very important to my Insurance Institute of
America colleagues and me as we have joined forces with
the Public Risk Management Assn. to develop a Public
Entity Risk Management course. It builds on-but more

importantly goes beyond-the content of the three-course
Associate in Risk Management curriculum that leads to
the ARM designation now held by more than 19,000 risk
management professionals. The public entity course will
focus on what is really special about risk management for
public entities. This new course, to be introduced in the
spring of 1999, will be one of several risk management
educationalinnovations being created in a new division
of the institutes, the Center for Advanced Risk

Management Education.
One major objective of CARME is to partner with

professional associations such as PRIMA to develop new,
highly relevant educational resources needed by the
professionals these organizations serve.

Working with PRIMA to develop the new Public Entity
Risk Management course has made it clear there are some

fundamental differences between public- and private-
sector risk management. These differences are grouped
under the three headings that follow. The analytically
interesting distinctions are not that a public entity's loss

exposure are somehow more challenging than those of

private enterprise. The stimulating challenges arise

instead from three ways in which a public entity is, by its
very nature, a fundamentally different risk management
"animal" than a private organization:

• Public entities are responsible for numerous essential,
high-risk, non-delegable functions.

Governmental bodies must govern. They have no
choice but to continue maintaining law and order,
operating public schools, keeping the roads open and, in

many communities, supplying such services as running
water, airport facilities and hospital care. A public entity
cannot stop these essential activities, even temporarily,

just because, for example, all its police cars are car:ried off
in a flood or its computerized property tax records get
erased.

"Government Reopening Next Month After Structural
Repairs" is not a sign a governor can hang on the front

door of the state Capitol after a sinkhole opens under the
Capitol building.

"Sorry-our computers are down just now" is not a
valid reason for closing a police station until the
computers are up again. Even if a public entity privatizes
activities such as operating jails or collecting taxes, the
responsible public entity still faces the liability and net
income loss exposures that inevitably arise from

performing these activities improperly.
• Public entities seek primarily the public interest, not

profits.

In the private sector, the ultimate goal of generating
profits is the driving force behind most companies' efforts

to prevent accidents, to keep factories and offices running
and, in general, to control costs (includjng risk

management costs).
Unlike most private companies, most public entities do

not seek profits. Instead, public entities justify their
existence and measure their performance in terms of

public service goals-better schools, less crime, a cleaner
environment or less costly and more reliable public utilit:y
senrices, for example.

Therefore, while the risk management professionals of
private-sector organizations emphasize their
contributions to their organizations' bottom lines, most
public-sector risk management professionals wish to be

seen by other governmental decision makers as
contributing concretely and cost-effectively to the current

public service goals of their governing entities. By visibly
helping to meet these goals, a public entity's risk

management program can assure its budgetary future. In
the public sector, meritoriously serving the public interest

generally earns a risk management department greater
prominence and resources in the next round of the

governmental budgeting process.
• Public entities have special privileges but also are

subject to special procedural limitations and political and
budgetary concerns that often affect their risk

management actions.
In general, public entities have available to them some

risk management options that private organizations
generally do not. Conversely, other options are open to

private companies but not to public entities.
As one example, state insurance laws on pooling suit

the risk financing needs of public entities more than they
suit the needs of private entities. On the other hand,
differences between generally accepted accounting
practices and budgeting standards for governments and
for private entities make it easier for a private company
than for a public entity to accumulate reserves for
anticipated accidental losses.

In the same vein, public and private entities each face
some risk management challenges the other group does
not. For example, private companies must deal with some
liability exposures against which sovereign immunity stiM
gives public entities a significant (if dwindling) measure
of protection. Many state and federal safety regulations
apply only to private people and companies, not to public
entities.

On the other hand, private companies can take income
tax deductions for the costs of many risk management
actions-actions for which public entities must absorb

the full cost. Because public entities generally pay no
income taxes, they typically have no tax-deductible costs
to shift to Uncle Sam. Finally, in making and
implementing risk management decisions, managers of
private organizations can take action in relative privacy.
The risk management decisions of public entities, in

contrast, usually must comply with the procedures
specified in local, state and federal "sunshine laws,"
opening a public entity's risk management choices to the
scrutiny and criticisms of the entire populace.

Is public entity risk management fundamentally

different from risk management in the private sector?
Usually yes, but perhaps not always. Risk management
differences among organizations often depend more on
the scope and variety of each organization's activities
than on whether a particular organization is in the public
or the private sector.

Clearly, however, public- and private-sector risk
management are different-perhaps much like playing
the violin is different from playing the piano. They are
separate yet related competencies that, like public- and
private-sector risk management, should be learned and
practiced as distinct, yet complementary, professional
sldlls. Eli

George L. Head is up of the

American Institute for CPCU

and the Insurance Institute of
America.

Court: Modification doesn't trigger fiduciary obligations
he trustees of a multiemployer pension fundwere modifying, rather than administering, the

plan, and thus the amendment did not trigger
the Employee Retirement Income Security Act's
fiduciary obligations, according to the 3rd U.S.
Circuit Court of Appeals.

The Plumbers & Pipefitters Local Union No. 74

Pension Fund is a defined-benefit plan. The eight
trustees (four from the union and four from

management) also serve as trustees of the welfare

fund. The plan administrator has authority to amend,
alter or otherwise change the plan. The pension fund
also had a surplus while the welfare fund faced
increased health care costs.

The trustees planned to require welfare fund
participants pay a $100 per month fee for their
coverage, where none had previously been charged.

legal Briefs
The trustees further decided to address the

imbalance between the funds by paying an additional

$100 per month in benefits to those members of the
pension fund who as members of the welfare fund

would now have to pay $100 each month to the
welfare fund. A number of pension fund participants

brought this action against the trustees, alleging that
the trustees violated their fiduciary duties under

ERISA by amending the plan. The trial court ruled

for the participants.
The appellate court concluded that the fiduciary

duty did not apply in this case. Here the court said
the employers and the pension fund jointly share
liability for the fund's obligations. Thus, the court

said the rationale for having the fiduciary duty of
loyalty apply was absent because the trustees have
the power to incur unfunded liabilities. The court
held that the simple fact that the plan at issue is a
multiemployer plan was insufficient to cause the
fiduciary duty to attach to the trustees' actions to
amend the plan. The trial court decision was
reversed.

Watting us. Brady, 3rd U.S. Circuit Court of
Appeals, July 30, 1997 (BI/02/A.-$10). Eli

These abstracts were prepared by Mayo H. Stiegler.

Copies Of these decisions are available by sending a
$10 check payable to Mayo H. Stiegler, to Business
Insurance, 740 N. Rush St., Chicago, Ill. 60611-2590.
List the number for each opinion.
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Leading enviromental risk management consultants

Consulting firm

Radian International L.L.C.

Dames & Moore Group
Environmental Resources

Management (ERM)3

IT Corp.
Professional Service Industries Inc.4

ENVIRON International Corp.

QST Environmental

Woodward-Clyde Consultants -2/
Golder Associates

Aon Environmental Risk Services

1997 unbundled

environmental consulting
revenues (in millions)

$198.0

162.22

116.0

105.3

49.5

44.8

43.3

35.7

30.9

30.0

% of total

revenuesl

65.3%

24.02

Total

number of

1997 clients

800

1,700

500

250

6,000

250

1,000

351

100

600

1 From companies and organizations other than insurers and government agencies. 2 Estimate. 3 Fiscal year ending 3/31/98.
4 Formerly PSI. NA=Not available.
Source: 8/survey

40.0

29.0

30.0

80.0

60.0

10.0

17.0

100.0

4

NOTICE:
THIS OFFICE
CLOSED

1-800-221-7917

Total 1997

professional
staff

786

1,8002

843

219

370

200

216

239

NA

11

Continued from page 26

support
Staff: 78 total; 67 environmental profes-

sionals, induding 37 principal consultants, 30
consultants; one PE, two CPGs, three
ARMs, two CHMMs, one CIH.

Clients: 40 environmental consulting
dients; 33 corporate/institutional dients.

Specialties: Facilities, construction, trans-
portation.

Branch offices: Los Angeles; San Fran-
cisco; Hartford, Conn.; Orlando, Fla.; Atlanta;
Chicago; Detroit; Dallas; Houston.

Service area: Worldwide.

Compensation: By the project; by the
hour: $75 to $150.

1997 gross revenues: $9.4 million total,
10% from unbundled environmental risk

management consulting directly to corpora-
tions and institutions.

E & 0 Coverage.
You don't think about it until you need it.

But when you do, you want the best.

To be induded, consultants must of-

fer services directly to corporate and in-
stitutional clients on an unbundled ba-

sis and must generate at least
$250,000 in annual revenues from un-
bundled environmental risk manage-
ment consulting

Proven E&0 coverage for IIAA members offered through ERCTAdministered locally in your market, this E&0
coverage comes with solid credentials: Best's A++, S & P's AM, and Moody's Aaa

• Broad, option-generous coverage If you have even the smallest ./10-

• Full prior acts coverage question about what your E&0 *
• First dollar defense coverage covers, and what it doesn't

• Aggregate deductible
cover, call your state association 
or 1-800-221-7917 for a free

• Defense costs in addition to limils
analysis and review.

• Consent to settle required
• Insums insolvency and uninsured loss coverage
• Worldwide protection

Employers Reinsurance Corporation • www.ercgroup.com • 800 255-6931

e

A GE Capital Services Company

ERC.

©ENC'998

Officers: William Kronenberg, presidenti
CEO; Frank Piliero, executive vp/CFO,
James F. Splain, senior vp.

Contact: James F. Splain.

Ecology & Environment Inc.
Buffalo Corporate Center,
368 Pleasant View Drive,
Lancaster, N.Y. 14086-1397;
716-684-8060; fax: 716-684-0844

http://Www.ecolen.com

Services began: 1970.
Services: Real estate audits, manufactur-

ing plant audits, design and analysis of reme
diation plans, design of waste minimization
plans, litigation support, public health risk as-
sessment, regulatory and public policy anal-
ysis, UST management and removal, envi-
ronmental impact statements, spill emergen-
cy response management, hazard/risk as-
sessments.

Other services: Environmental consulting
to insurers and policymakers, general risk
rnanagement consulting.

Staff: 950 total; 800 environmental profes·
sionals.

Specialties: Energy, chemical, manufac
turing.

Branch offices: Anchorage, Alaska; Los
Angeles; San Francisco; Washington; Miami,
Pensacola and Tallahassee, Fla.; Idahc

Falls, Idaho; Chicago; Kansas City, Kan.; Ela·
ton Rouge, La.; St. Louis; New York; Cleve-
land; Cincinnati; Portland, Ore.; Philadelphia
Dallas; Houston; Seattle.

Service area: Worldwide.

Compensation: By the project
1997 gross revenues: $70.8 million total.

10% from unbundled environmental risk

management consulting directly to corpora
tions and institutions.

Officers: Gerhard J. Neumaier, president
Frank B. Silvestro, executive vp; Gerald A
Strobel, executive vp-technical; Ronald L
Frank, executive vp-finance/administration
Gerard A. Gallagher Jr., senior vp.

Contact: Ronald J. Skare, vp-sales.

EnecoTech Inc.

1580 Uncoln St., Suite 1000,
Denver, Colo. 80203;
303-861-2200; fax: 303-861-2201

http:#www.enecotech.com
Services began: 1985.
Services: Real estate audits, manufactur-

ing plant audits, design and analysis of reme
diation plans, design of waste minimizatior
plans, litigation support, public health risk as·
sessment, UST management and removal.

Staff: 150 total; 120 environmental profes·
sionals, including 25 principal consultants
eight PEs, 20 CPGs, four CHMMs, two CG
WPs, 15 REAs.

Clients: 50 environmental consultinc
clients; 35 corporate/institutional dients.

Specialties: Real estate, manufacturing
oil and gas.

Branch offices: Phoenix; Little Rock, Ark.
Los Angeles; San Diego; Chicago; Detroit
Minneapolis; Tulsa, Okla.

Service area: Worldwide.

Compensation: By the project, by the
hour.

1997 gross revenues: $12.5 million total
80% from unbundled environmental rish

management consulting directly to corpora-
tions and institutions.

Officers: Barry Stewart, president; Dave
Stephens, vp4echnical services; Jim Kuen
ning, Steve McManamon, Dennis Fransway
regional vps.

Contact: Dave Stephens.

ENVIRON International Corp.
4350 N. Fairfax Drive,

Arlington, Va 22203;
703-516-2300; fax: 703-516-2345
http:#www. environcorp.com

Services began: 1982.
Parent: Pharmaceutical Product Develop-

ment (PPDI).
Services: Real estate audits, manufactur·

ing plant audits, design and analysis of reme
diation plans, design of waste minimization
plans, litigation suppo,t, public health risk as·
sessment, regulatory and public policy anal·
ysis, UST management and removal.

Other services: Remediation activities

environmental consulting to insurers and pot-
icymakers, general risk management con·
sulting.

Staff:.325 total; 200 environmental profes·
sionals, induding 25 PEs, 25 CPGs.

Clients: 250 environmental consultinc

dients.

Branch offices: Emeryvilie, Irvine and No
vato, Calif.; Chicago; Princeton, N.J.; Cincin-
nati; Houston; Liverpool and London, Eng-
land; Edinburgh, Scotland.

Service area: Worldwide.

Compensation: By the hour: $50 to $350
1997 gross revenues: $56 million total

80% from unbundled environmental rish

management consulting directly to corpora-
tions and institutions.

Officers: Joseph Highland, CEO; Guy
Lewis, vp-finance.

Continued on next page
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Environmental Resources

Management (ERM)

855 Springdale Drive,
Exton, Pa. 19341;
800-544-3117 or

610-524-3500;
fax: 610-524-7335

http:#www. erm.com
Services began: 1977.
Services: Real estate audits, manufactur-

ng plant audits, design and analysis of reme-
liation plans, design of waste minimization
)lans, litigation support, public health risk as-
iessment, regulatory and public policy analy-
6, UST management and removal, catas-
rophic risk oonsulting services.

Other services: Remediation activities, en-
ironmental consulting to insurers and pol-
¥nakers, general risk management consult-
'g

Staff: 2,400 total; 843 environmental pro-
essionals, induding 303 PEs, 196 CPGs.
Clients: 500 environmental consulting

Kents; 475 corporate/institutional dients.
Specialties: Manufacturing, chemical in-

lustry, petrochemical.

Branch offices: 118 offices worldwide.

Service area: Worldwide.

Compensation: By the projed; by the
hour: $60 to $250

1997 gross revenues*: $290 million total,
40% from unbundled environmental risk man-

agement consulting directly to corporations
and institutions.

Officers: Paul H. Woodruff, chairman/
CEO; Daniel Sevick, CFO.

Contact: Gregory Lloyd.
' Fiscal year ending 3/31/98.

Environmental Risk Ltd.

120 Mountain Ave.,
Bloomfield, Conn. 06002;
860-242-9933; fax: 860-243-9055

http:#www.eli.com
Services began: 1985.
Services: Real estate audits,

manufacturing plant audits, design and
analysis of remediation plans, design of
waste minimization plans, litigation support,
public health risk assessment, UST man-
agement and removal, pollution legal liabili-
ty assessments, remediation cost cap insur-
ance.

Other services: Remediation activities;

environmental consulting to insurers and pol-
icymakers; general risk management con-
sulting; air, water and waste permit applica-
tions; emission and water testing, OSHA
compliance; training.

Staff: 42 total; 36 environmental profes-
sionals, induding six principal consultants, 30
consultants; four PEs, one CPGs, one attor-
ney.

Clients: 500 environmental consulting
clients; 100 corporate/institutional dients.

Specialties: Pollution liability insurance
companies, financial institutions, real estate
developers.

Branch omces: Roswell, Ga.; Clifton, N.J.
Service area: Worldwide.

Compensation: By the project; on retain-
er; by the hour: $50 to $225.

1997 gross revenues: $6 million total,
50% from unbundled environmental risk

management consulting directly to corpora-
tions and institutions.

Officers: Gordon T. Brookman, president;
David I. Brandwein, Richard S. Atkins,
Mitchell M. Wurmbrand, vps.

Contact: David I. Brandwein (at above ad-
dress) or Syed A. Pasha; 1373 Broad St.,
Clifton, NJ. 07013; 973-773-8322.

Environmental Solutions Inc.

8147 Delmar Blvd., Suite 219,
St. Louis, Mo. 63130-3735;
314-863-9801; fax: 314-721-0759

Services began: 1987.
Services: Real estate audits, manufactur-

ing plant audits, UST management and re-
moval, indoor air quality, radon screening.

Staff: 12 total; five environmental profes-
sionals, including two principal consultants,
three consultants.

Clients: 15 environmental consulting
dients; five corporate/institutional clients.

Branch offices: East Orfeans, Mass.

Service area: Illinois, Massachusetts, Mis-
soun.

Compensation: By the project; on retain-
er, by the hour: $65 to $118.

1997 gross revenues: $850,000 total,
45% from unbundled environmental risk

management consulting directly to corpora-
lions and institutions.

Officers: William M. Vaughan, president;
Judith Q. Zwicker, Jim Foley, vps.

Contact: William M. Vaughan.

Terms are explained on page 24.

U*ONS
GREEN BAY PACKERS
1965-1967
3 Consecutive

NFL Titles

MONTREAL CANADIENS
1956-1960
5 Consecutive

NHL Titles

NEW YORK YINKEES
1949-1953
5 Consecutive

World

Championships

BOSTON CELTICS
1959-1966
8 Consecutive

NBA Titles

ADMIRAL INRANCE COMPANY
1975-1998
23 Consecutive years of integrity, stability, consistency
and quality. The record speaks for itself:

• Highest Commissions.
• An A.M. Best A++ (Superior) Rating.
• Assets of over $700 million.

• Surplus of over $200 million.

ADMIRAL, COMPANY
1 INSURANCE

1255 Caldwell Road

RO. Box 5725 • Cherry Hill, NJ 08034-3220
Tel: 609-429-9200 • Fax: 609-428-3390

The Professionals dealing exclusively with P&C wholesalers.  A member company Qf W.R. Berkley Colporation

DUa676666 1766-U/Unte, 1Vlay ZO, 1336 / 00

First Risk Management-
Legal Division Inc.
1250 Greenwood Ave., Suite 12,
Jenkintown, Pa. 19046-2900;

215-885-1125; fax: 215-885-1161

Services began: 1988.
Parent: First Risk Management Co.
Services: Litigauon support.
Staff: Three total; one environmental pro-

fessionals; one ARM, one CPCU.

Clients: 12 environmental consulting
dients; 12 corporate/institutional dients.

Service area: Nationwide; Puerto Rico.
Compensation: By the hour: $80 to $395.

1997 gross revenues: $868,000 total,
100% from unbundled environmental risk

management consulting directly to corpora-
tions and insmutions.

Officers: Leonard J. Silver, president;
Bonnie Esposito, corporate secretary.

Contact: Leonard J. Silver.

Continued on next page

CHAMPIONS-RIP

...Aton(im,ing Endea¥r
catfMUSAV

Admirars omi

champions include:

***********

Cherry Hill, New Jersey
Kathleen Hocevar - Casuattj

Charlotte Janson - Pmfessional Liability

Jim Wright - Pmperty

Atlanta, Georgia
Mark Brown - Casimity

William Watts - Pmressional Liabitio,

Joe Stanton -p"operm

Austin, Texas
Blake Dotson - Casualty

Sharon Murray - Pmredonat Liability

Mark Watkins - P,perly

Seattle, Washington

Greg Dunn - Camiatty

Melanie Stevenson-Pmfessional Liability

J.W Wright - Property

***********

Average E&S experience =15+ years

Their enthusiasm,
teamwork and "can do"

spirit in meeting the

challenges of the marketplace

are the driving force behind

Admiral's reputation as

"The Carrier Of Choice"

ADMIRAL, COMPANY
 INSURANCE
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Continued from previous page

GAI Consultants Inc.

570 Beatty Road, Monroevil e,
Pa. 15146-1300,
412-856-6400; fax: 412-856-4970

http://www.gaiconsultants.com

Services began: 1968.
Services: Real estate audits, manufactur-

ing plant audits, design and analysis of reme-
diation plans, design of waste minimization
plans, litigation support, public health risk as-
sessment, UST management and removal.

Other services: Remediation activities,

environmental consulting to insurers and pol-
icymakers, general risk management con-
sumng.

Staff: 410 total; 104 environmen,al profes-
sionals, including 80 PEs, 20 CPGs, one
CHMM, one CIH, two CGWPs.

Clients: 200 environmental consulting
clients, 175 corporate/institutional clients.

Specialties: Chemical, utilities, manufac-

It

turers.

Branch offices: Orlando, Fla., Fort
Wayne, Ind.; Boone, N.C.; Monroeville, Pa.;
Charleston, W.Va., Vina Del Mar, Chile.

Service area: Worldwide.

Compensation: By the project; on retain-
er; by the hour.

1997 gross revenues: $31.1 million total,
35% from unbundled environmental risk

management consulting directly to corpora-
lions and institutions.

Officers: A.M. Digioia, president; D.W.
Okom, executive vp; T.D. Donovan, secre-
tary/treasurer; L.R. Dodd, R.E. Gray, senior

vps.

Contact: Precha Yodnane, environmental

englneenng group manager.

GZA GeoEnvironmental Inc.

320 Needham St., Newton

Upper Fails, Mass. 02164-1513,
617-969-0050; fax: 617-969-0715
http://www.gza net

Services began: 1964.
Services: Real estate audits, manufactur-

ing plant audits, design and analysis of reme-
diation plans, design of waste minimization
plans, litigation support, public health risk as-

sessmert, UST management and removal,
ecological risk assessments

Other services: Remediation activities,

environmental consulting to :nsurers and pol-

icymakers, general risk management con-
sulting.

Staff: 466 total; 63 PEs, 33 CPGs, two
CHMMs, five CIHs, tvvc CGWPs, two REAs.

Clients: 1,100 environmental consulting
clients, 800 corporate/iristitutional clients.

Specialties: Manufacturing, construction,
developers.

Branch offices: Halford, Conn.; Atlanta;

Portland Maine; Boston and Worcester,

Mass.; Detroit and Grand Rapids, Mich.;
Charlotte, N.C., Manchester, N.H.; Wayne,
N.J.; Bufalo, N.Y., Providence, R.1, Dallas;

Rutland ind South Burlington, Vt.; Milwau-
kee.

Service area: United States, United King-
dom.

Compensation: By the project, on retain-
er; by the hour.

1997 gross revenues: $59 million total*,
31% from unbundled environmental risk

management consulting directly to corpora-
tions anc institutions.

Officers: M. Joseph Celi, regional operat-
ing officer (Great Lakes); William R. Beloff,
regional operating officer ( Northeast); Joe

Hehir, CFO Richard M. Simon, vp-profes-
sional practice; Andy Pajak, president/CEO.

Contact: John E. Ayers, executive vp.
. Estjmate.

Galaher Settlements Co.

6 School St., Dover, N.H. 03820,
800-320-9013; fax; 603-743-4953

Services began: 1985.
Services: Litigation support, regulatory

and public policy analysis, coverage litigation,
site cleanup funding, mass tort litigation.

Other services: Environmental consulting
to insurers and policymakers.

Staff: 64 total: six environmental profes-
sionals, including two principal consultants,
two CPCUs

Clients: 20 environmental consulting
clients, 10 corporate/institutional clients.

Branch offices: Boston; Dover, N.H.
Service area: Worldwide.

1997 gross revenues: $12.5 million total.
Officers: John Q. Adams, president/CEO;

Patrick J. Murphy, Peter M. Casale, Jerry
Schneyer, senior vps.

Contact: Raymond S. Kagels, assistant
VP.

Giles Engineering
Associates Inc.

N8 W22350 Johnson Road,
Waukesha, Wis. 53186,
414-544-0118; fax: 414-549-5868

Services began: 1984.
Services: Real estate audits, manufactur

ing plant audits, design and analysis of reme
diation plans, litigation support, UST man·
agement and removal, asbestos surveys
radon evaluations, geophysical surveys.

Other services: Environmental consulting

to insurers and policymakers.
Staff: 120 total; 40 environmental profes-

sionals, including four principal consultants
36 consultants; 15 PEs, 10 CPGs, one attor·

ney.

Clients: 100 environmental consulting
clients.

Specialties: Retail/commercial; lending in·
stitutions; government agencies.

Branch offices: Anaheim, Calif.; Atlanta
Columbia, Md, Dallas; Seattle, Madison anc
Waukesha, Wis.

Service area: Nationwide.

Compensation: By the project, by the
hour: $45 to $110.

1997 gross revenues: $10 million total
40% from unbundled environmental rish

management consulting directly to corpora·
tions and institutions.

Officers: Terry Giles, president; Joyce
Giles, human resources director; Pat Reute·

man, vp; Robert Russell, regional manager.
Contact: Paul Griese.

Golder Associates

3730 Chamblee Tucker Hoad,
Atlanta, Ga. 30341,
770-496-1893; fax: 770-934-9560

http://www.golder.com

Services began: 1980.
Services: Real estate audits, manufactur

ing plant audits, design and analysis of reme
diation plans, design of waste minimizatior
plans, litigation support, public health risk as
sessment, regulatory and public policy anal·
ysis, UST management and removal, strate·
gic environmental management systemE
consulting.

Other services: Remediation activities

environmental consulting to insurers and pol
icymakers, general risk management con·
sulting, industrial hygiene and occupationa
health audits, safety audits. risk manage·
ment planning.

Staff: 1,899 total.
Clients: 100 environmental consultins

clients; 100 corporate/institutional clients.
Specialties: Insurance, governmental en

tities.

Branch offices: Gainesville and Jack

sonville, Fla.; Atlanta; Mount Laurel, N.J.

Houston: Seattle; Calgary, Alberta; Guelph
London and Mississauga, Ontario; Vancou·
ver, British Columbia; Melbourne, Australia.

Service area: Worldwide.

Compensation: By the project, on retain·
er by the hour.

1997 gross revenues: $182 million total
17% from unbundled environmental rist,

management consulting directly to corpora
tions and institutions.

Officers: Michael L. Cannon, director-in·

dustrial hygiene/safety; Reidar Zapf-Gilje
Canadian director-environmental sciences

Jeffery J.C. Paul, program director*rincipal
Contact: Kristin D. Thomas.

HWS Consulting Group Inc.
825 J St., P.O. Box 80358,
Lincoln, Neb. 68501 :

402-479-2200; fax: 402-479-2276
http://www.hws-con.com

Services began: 1944.
Services: Real estate audits, manufactur

ing plant audits, design and analysis of reme
diation plans, design of waste minimizatior
plans, litigation support, UST managemen
and removal, asbestos consulting.

Other services: Environmental consultins
to insurers and policymakers.

Staff: 130 total; 45 environmental profes
sionals, including four principal consultants
18 consultants; 10 PEs, seven CPGs.

Clients: 50 environmental consulting
clients, 20 corporate/institutional clients.

Specialties: Communications, retail chair
corporations, transportation corporations.

Branch offices: Denver; Lombard, 111.
Manhattan, Kan.; Lincoln and Omaha, Neb.

Service area: Nationwide.

Compensation: By the project; by the
hour: $27 to $120.

1997 gross revenues: $8.4 million total
25% from unbundled environmental risF

management consulting directly to corpora
tions and institutions.

Officers: James L. Linderholm, president
Thomas L. Thelen, Gary A. Westergren

Continued on nert page
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senior vps; David W. Thomssen, James L.
Heckman. vps.

Hydro-Environmental
Technologies Inc.
54 Nonset Path,
Acton, Mass. 01720;
978-263-4044; fax: 978-635-0980

Services began: 1986.
Services: Real estate audits, design and

analysis of remediation plans, litigation sup-
port, regulatory and public policy analysis,
UST management and removal.

Other services: Remediation activities,

environmental consulting to insurers and pol-
icymakers.

Staff: 31 total; 25 environmental profes-
sionals, induding 10 principal consultants, 15
consultants; three PEs, four CPGs, one
CHMM.

Clients: 25 environmental consulting
dients; all are corporate/institutional dients.

Specialties: Insurance, petrochemical, at-
tomeys.

Branch offices: Alameda, Calif.; Hunt

Valley, Md.; Acton, Mass.; Syracuse, N.Y.
Service area: Nationwide.

Compensation: By the project; on retain-
er; by the hour: $35 to $150

1997 gross revenues: $2.6 million total,
40% from unbundled environmental risk

management consulting directly to corpora-
tions and institutions.

Contact: Hayden Solomon, president.

Hydro-Terra Inc.
9190 Red Branch Road, Suite 290,
Columbia, Md. 21045;
410-995-1246; fax: 410-730-1785

Services began: 1982.
Services: Real estate audits, design and

analysis of remediation plans, litigation sup-
port, public health risk assessment, UST
management and removal.

Other services: Environmental consulting
to insurers and policymakers, envinronmen-
tai sampling.

Staff: Seven total; four environmental pro-
fessionals, including one principal consultant,
three consultants; one PE, one CPG

Clients: Five environmental consulting
clients; all are corporate/institutional dients.

Specialties: Manufactured gas plants.
Service area: District of Columbia, Mary-

land, Pennsylvania, Virginia.
Compensation: By the hour: $37 to $108.
1997 gross revenues: $750,000 total,

50% from unbundled environmental risk

ATTENTION
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management consulting directly to corpora-
ions and institutions.

Contact: Thomas R. Mills, president

0
IT Corp.

2790 Mosside Blvd.,
Monroeville, Pa. 15146-2792;
412-372-7701; fax: 412-858-3924
http:#www. itcorporation.com

Services began: 1926.
Parent: International Technology Corp.
Services: Real estate audits, manufactur-

ing plant audits, design and analysis of reme-
diation plans, design of waste minimization

Contact:

John Reynolds, Paul Murdoch
609.936.3000

800.679.0025

Fax 609.936.3058

Princeton Forrestal Village

136 Main Street, Suite 320

Princeton, NJ 08540-5735

environ@Kemperinsurance.com

plans, litigation support, public health risk as-
sessment, regulatory and public policy anal-
ysis, UST management and removal, strate-
gic environmental planning, brownfields re-
mediation, 112(r) air services, technology de-
velopment.

Other services: Remediation activities,

environmental consulting to insurers and pol-
icymakers, general risk management con-
sulting.

Staff: 4,900 total; 219 environmental pro-
fessionals, including 219 principal consul-
tants; 296 PEs, 240 CPGs, 56 CHMMs, 17
CIHs, 7 CGWPs, 45 REAs, 23 attorneys.

Clients: 250 environmental consulting
dients; 175 corporate/institutional dients.

Specialties: Chemical, petroleum, manu-
facturing.

Branch offices: 62 offices nationwide.
Service area: Wolldwide.

Compensation: By the houn $37 to $160.

1997 gross revenues: $363 million total,
29% from unbundled environmental risk

management consulting directly to corpora-
lions and institutions.

Oflicers: Anthony J. Deluca, CEO/presi-
dent; Raymond J. Pompe, James R. Ma-
honey, senior vps; Harry J. Soose, vp/con-
troller James G. Kirk, vp/corporate counsel.

Contact: Benjamin J. Kosek, vp-estimat-
ing/proposal development.

J&H Marsh & McLennan Inc.

1166 Avenue of the Americas,
New York, N.Y. 10036;
212-345-6000

'
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Services: Risk and insurance services.

Staff: 22 environmental professionals.
Specialties: Manufacturing, construdion,

mergers and acquisitions.
Branch offices: Los Angeles; San Fran-

cisco; Denver; Washington; Atlanta; Chica-
go; Boston; New York; Philadelphia; Hous-
ton.

Service area: Worldwide.

Compensation: On retainer commission.
1997 gross revenues:$3 billion total.
Officers: Ana Maria Zalles Moore, Greg

Schilz, Jim Cox, senior vps.
Contact: Jim Cox, 212-574-8287; John

Harrah, 212-574-8396.

Continued on next page

The directory begins on page 23.

redefined.

Kemper Environmental. It's the best of Kemper: its accessibility, .flexibility, integrity, superior

financial strength, and more...reborn in a fullline of environmental insurance coverages.

Terms and conditions carefully ,#ined to address distinctive needs. Experts focused on specific

business classes and innovative ways to reinvigorate each clienCs bottom line. Account teams,

including claims specialists, that reallirm the Kemper commitment, with promises kept.

A Fortune 500 manufacturer seeking clean-up coverage and an engineer with E&O exposure;

a developer revitalizing contaminated properties and a contractor looking for performance

guarantees; a pharmaceutical association seeking the efficiencies of a group captive and a

conglomerate in the market for finite risk solutions...

where do they all turn?

Kemper Environmental coverages are underwritten by member companies of Kemper Insurance
Companies, and Kemper Environmental Limited, an INEX participant.

ULIfempeR
WENVIRONMENTAL

T the elements redefined

®

Available limits of liability up to $150 million, and Kemper's A XIV

(Excellent) rating from A.M. Best for financial strength, further

illuminate our ability to deliver consistently.
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Order Your Access Now ! Business Insurance's

Article Archive provides easy access to a database containing the industry's most .
comprehensive information on news and trends in risk management, employee
benefits, commercial insurance and managed health care. The archive is a useful

source of information for market research, data gathering, speech writing,
competitive analysis and legal inquiries. v/>

The Article Archive, located on Business Insurance's home page at

www.businessinsurance.com is available for a one-year archive access fee

of $80 for subscribers to 8/ magazine and $120 for non-subscribers. Go to Business
81's site at www.businessinsurance.com to order this service online, Insurgince
or call 312-649-5398 for more information.

www.businessinsurance.com
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Kaye Environmental
122 E. 42nd St., Chanin Building,
New York, N.Y. 10168;
212-338-2621; fax: 212-986-2159

http:/A,vww.kayegroup.com

Services began: 1996.
Parent: Kaye Group Inc.
Services: Real estate audits, manufactur-

ing plant audits, public health risk assess-
ment, risk financing, cost benefit analyses,
contract review.

Other services: General risk manage-
ment consulting.

Staff: Six total; three environmental pro-
fessionals, induding one principal consultant,
two consultants; three CPGs, one ARM, one
CPCU, one CIH, one CGWP, one REA.

Clients: 40 environmental consulting
clients; all are corporate/institutional dients.

Specialties: Real estate, construction, fi-
nancial services.

Branch offices: Pasadena, Calif.; New
YON.

Continued from previous page
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It was to be a whirlwind tour of shipping and risk, beginning with the manufacturer's aerospace components
being sent to a series of facilities worldwide. Parts and technology would be added at each stop. The final desti-
nation was the space shuttle, where finished pieces would be installed onboard.

The agent called McGee. We responded with a policy that covered the cargo exposures worldwide and
included an alternative risk transfer mechanism to the client's Bermuda captive.

If we can tackle tough risks like this, just imagine what we can do on risks that are a bit more down-to-earth.
Whether it's ocean marine, inland marine or related property, see what a
horse of a different color can do. Call McGee today at 1 -800-235-6029.

Wn.H.McGee

Underwriting Managers

Service area: Worldwide.

Compensation: By the project; on retain-
er; by the hour: $100 to $150.

1997 gross revenues: $450,000 total,
100% from unbundled environmental risk

management consulting.
Contact: Richard T. Parks, director.

LAN Associates Inc.

662 Goffle Road,
Hawthorne, N.J. 07506;
973423-0350; fax: 973-423-5175

Services began: 1965.
Services: Real estate audits, manufactur-

ing plant audits, design and analysis of reme
diation plans, design of waste minimization
plans, litigation support, UST managemenl
and removal, permitting and compliance
monitoring.

Staff: 42 total; including two principal con-
sultants, six consultants; two PEs, one CPG,
one CHMM, one REA.

Clients: 50 environmental consulting
clients; 40 corporate/institutional dients.

Specialties: Manufacturing, research and
development, public agencies.

Branch offices: St. Augustine, Fla.
Service area: Nationwide.

Compensation: By the hour: $55 to $125
1997 gross revenues: $3.6 million total,

35% from unbundled environmental risk

management consulting directly to corpora-
tions and institutions.

Officers: Ken Karie, president; Guy Van-
Doren, CEO; John Lacz, vp; Ronald Pan-
icucci, treasurer; Steve Secora, secretary.

Contact: Ronald Panicucck

Levine Fricke Recon Inc.

1920 Main St, Suite 750,
Irvine, Calif. 92614;
714-955-1390; fax: 714-955-0683

http:#www.lfr.com

Services began: 1969.
Parent: F.C. International.

Services: Real estate audits; manufadur-

ing plant audits; design and analysis of reme
diation plans; design of waste minimization
plans; litigation support; public health risk as-
sessment; regulatory and public policy anal-
ysis; UST management and removal; aii
quality, asbestos and lead paint manage-
ment; geology; industrial hygiene; wetlands
restoration; geotechnical engineering.

Other services: Remediation activities

environmental consulting to insurers and pol-
icymakers, general risk management con-
sulting, infomiation technology

Staff: 469 total; 380 environmental profes·
sionals, including 34 PEs, 40 CPGs, one
CHMM, four CIHs, 21 REAs.

Clients: 325 environmental consulting
clients.

Branch offices: Scottsdale, Ariz.,

Emeryville, Roseville and Santa Maria, Calif.
Washington; Talahassee and Tampa, Fla.
Atlanta; Honolulu; Elgin, 111.; Weymouth
Mass.; Raritan, N.J.; New York; Warwick,
R.1.

Service area: Worldwide.

Compensation: By the project; by the
hour: $42 to $225.

1997 gross revenues: $55 million total,
35% from unbundled environmental rish

management consulting directly to corpora·
tions and institutions.

Officers: James D. Levine, presidenVprin-
cipal civil engineer; Alain Thieffry, CEO
Sharon Hall, vp; Eileen Wintemute, vp/princi-
pal chemical engineer; Charles Robinson
principal engineer; Chapin Koch, vp-market·
Ing.

Contact: Ellis J. Biderson, executive direo

tor-business development or Chapin Koch.

Normandeau Associates Inc.

25 Nashua Road,
Bedford, N.H. 03110;
603-472-5191; fax: 603472-7052

Services began: 1970.
Parent: Thermo TerraTech Inc.

Services: Real estate audits, design anc
analysis of remediation plans, public healtt
risk assessment, environmental impad
statements, natural resource damage as·
sessments, ecological lisk assessments.

Other services: Ecological risk assess-
ments, human health risk.

Staff: 160 total; including 15 principal con·
sultants, 100 consultants; one PE, three

CPGs.

Specialties: Industry, government, utili-
ties.

Branch offices: Richmond, Calif.

Continued on next page
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Yarmouth, Maine; Plymouth, Mass.; Ypsilan-
ti, Mich.; Hampton, N.H.; Lakewood, N.J.;
Peekskill, N.Y.; Drumore and Spring City,
Pa.; New Ellenton, S.C.; Brattleboro, Vt.

Service area: Nationwide.

Compensation: By the hour.

1997 gross revenues: $13 million total.
Officers: Pamela S. Hall, president; Peter

C. Kinner, Robert Blye Jr., senior vps; Paul
Harmon, MarkT. Mattson, vps.

Contact: Peter C. Kinner.

®
O'Connor Associates

Environmental Inc.

639 Fifth Ave S.W.,

Calgary, Alberta, Canada T2P OM9;
403-294-4200; fax: 403-294-4240

Services began: 1979.

Services: Manufacturing plant audits, de-
sign and analysis of remediation plans,
litigation support, public health risk assess-
ment, regulatory and public policy analysis,
UST management and removal.

Other services: Remediation activities,

environmental consulting to insurers and pol-
icymakers, general risk management con-
sulting, environmental assessments.

Staff: 160 total; 75 environmental profes-
sionals, including nine principal consultants,
66 consultants; 27 PEs, 11 CPGs.

Clients: 40 environmental consulting
clients; all are corporate/institutional clients.

Specialties: Petroleum, chemical manu-
facturers, financial institutions.

Branch offices: Edmonton, Alberta; Fort
St. John and Vancouver, British Columbia;
Winnipeg, Manitoba; Toronto; Regina,
Saskatchewan.

Service area: Worldwide.

Compensation: By the project; by the
hour: $50 to $130.

1997 gross revenues: $11 million total,
50% from unbundled environmental risk

management consulting directly to corpora-
tions and institutions.

Officers: M.J. O'Connor, president; J.G.
Agar, R.D. King, J.G. Hawkins, D.R.
Williams, R.C.E. McKee, J. Naus, J.G.

Carss, W.R. Uvingstone, associates.
Contact: David R. Williams.

Professional Service
Industries Inc.*

4820 W. 15th St.,
Lawrence, Kan. 66049-3846;
800-548-7901; fax: 785-865-9170

http:#www. psiusa.com

Services began: 1961.
Parent: Professional Service Industries

Holding Inc.
Services: Real estate audits, manufactur-

ing plant audits, design and analysis of reme-
diation plans, litigation support, regulatory
and public policy analysis, UST man-
agement and removal.

Other services: Remediation activities,

environmental consulting to insurers and pol-
icymakers, general risk management con-
sumng.

Staff: 2,878; 370 environmental profes-
sionals, including 33 PEs, 59 CPGs, two
CHMMs, three CIHs, one CGWP, 15 REAs,
one attorney.

Clients: 6,000** environmental consulting
clients; 1,900** corporate/institutional clients.

Specialties: Financial, property owners,
property managers.

Branch offices: 136 offices nationwide.

Service area: Nationwide.

Compensation: By the projed; on retain-
er by the hour: $45 to $150.

1997 gross revenues: $165 million total,
30% from unbundled environmental risk

management consulting directly to corpora-
tions and institutions.

Officers: Stephen Fitzer, presidenVCEO;
Murray Savage, treasurer/CFO; Howell
Branum, COO; Robert Pfister, corporate sec-
retary; Mary Grider, vp-human resources.

Contact: Tom Boogher, executive vp-cor-
porate marketing.

* Formerly PSI. **Estimate.

If your company provides environ-
mental risk management consulting ser-
vices on an unbundled basis directly to

employers and you weren't included in
the directory, please call Matt Scroggins
at 312-649-5483 for more information.

®
QST Environmental

8900 N. Industrial Road,
Peoria, Ill. 61615;
309-692-4422; fax: 309-692-9364
http://Www.qstworld.corn

Services began: 1965.
Parent: CILCORP Inc.

Services: Real estate audits, manufadur-

ing plant audits, design and analysis of reme-
diation plans, design of waste minimization
plans, litigation support, public health risk as-
sessment, regulatory and public policy anal-
ysis, UST management and removal, envi-
ronmental risk assessments.

Other services: Remediation activities,

environmental consulting to insurers and pol-
icymakers, general risk management con-
sulting, environmental management sys-
tems, induding ISO 14000.

Staff: 600 total; 216 environmental profes-
sionals, including 11 principal consultants,
205 consultants; 44 PEs, 12 CPGs, six
CHMMs, three CIHs, four REAs.

Clients: 1,000 environmental consulting
dients.

Branch offices: 26 offices nationwide.

Service area: Nationwide.

Compensation: By the project.
1997 gross revenues: $72.2 million total,

60% from unbundled environmental risk

management consulting directly to corpora-
Ions and institutions.

Officers: Thomas F. Carter Jr., presidenV
COO; Karen Jensen, senior vp; Kirk Sweet-
land, Stephen Carter, Robert Hilty, vps.

Contact: Kirk Sweetland.

Well he may not have gained the same respect. But

we think that's exactly what happens if you miss

your calling. Thals why STARR EXCESS focuses solely

on liability coverages on a worldwide basis. We

offer limits of $25 million for Professional Liability

with realistic premiums for excellent coverage

24.

Radian International LLC.

P.O. Box 201088,
Austin, Texas 78720-1088;
512-454-4797; fax: 512-454-7129

http:/AA,ww.radian.corn

Services began: 1969.
Parent: Dow Environmental Inc./TCM

Technologies Inc.

Services: Real estate audits, manufactur-

ing plant audits, design and analysis of reme-
diation plans, design of waste minimization
plans, litigation support, public health Ask as-
sessment, regulatory and public policy anal-
ysis, UST management and removal, com-
pliance strategies, training, compliance soft-

STARR.EXCESS
Liability insurcmce Company, Ltd.

We do

-64.U,® ¢4>
best.
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ware, compliance procedures manuals.
Other services: Remediation activities,

environmental consulting to insurers and pol-
icymakers, general risk management con-
sulting, monitoring, modeling, environmental
data management, control technology, eval-
uation/troubleshooting, permitting, waste
management, wastewater treatment design.

Staff: 1,966; 786 environmental profes-
sionals, including 197 principal consultants,
590 consultants; 202 PEs, 55 CPGs, 16
CHMMs, 18 CIHs, 1 CGWP, 14 REAs, six

attorneys.

Clients: 800 environmental consulting
clients.

Specialties: Large industrial companies.
Branch offices: 35 offices worldwide.

Service area: Worldwide.

Compensation: By the project; by the

Continued on page 41

and an A.M. Best "A" (excellent) rating. We don't

insure harpsichords, hovercrafts, pet iguanas or the

hamstrings of dancers. Instead we concentrate on

providing our policy holders with the best excess

liability programs avaitabte anywhere. It's what we

do best. And we can do the same for your business.

HAVE YOUR BROKER CONTACT: STARR EXCESS LIABILITY INSURANCE COMPANY LTD.

29 RICHMOND ROAD. PEMBROKE HM 08, BERMUDA TEL: 441 295 7827 FAX: 441 292 8099 INTERNET: STARR_EXCESS_Bermuda@aig.com

STARR EXCESS IS NOT REGISTERED OR LICENSED AS AN INSURANCE COMPANV [N ANY JURISDICTION OUTSIDE BERMUDA.
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Directory

Utilization Review Providers & Case Managers

Third-Party Administrators

Benefit Information 6 Claims Systems

Risk Management Consultants

Captive Managers

401(k) Plan Administrators

Alternative Risk Financing Facilities

Environmental Risk Management Consultants

EAPs & Dependent Care Resources
and Referral Services

Agents & Brokers

Prescription Benefit Managers

Property Loss Control Consultants

Leading Reinsurers Worldwide

Surplus Lines Insurers 6 Wholesalers

International Insurers & Benefit Networks

Safety Consultants & Rehabilitation Services

Reinsurance Brokers

Benefit Communication Systems

Risk Management Information Systems

Employee Benefit Consultants

Managed Care Providers-HMOs, PPOs,

and POS Plans

If you're in immediate need, order now from
our list of 1997 issues, while quantities last,
call Dorothy Wood at 1-888-446-1422.

Are you 100]Ting for a list of aents and
brobers, TPAs, UR providers and case

managers, HMOs or PPOs or POS
Plans, captive managers or alternative
facilities, safety consultants and reliabili

tation services, international insurers
and benefit networlzs, reinsurers, or
other suppliers of insurance services?

Search no more. Every year, the editors
of Business Insurance compile tlle most
comprehensive directories of the insur-
ance services providers tllat you need

But these issues are so popular they
might not male it past tile first name on
your company's routing slip.

So wlien you're trying to locate lists of
suppliers you lanow must exist some-
where, don't go to tlie ends of tlle earth
trying to find them. Just tae a 10012 at
the exclusive directories BI offers.

You're sure to find the ones that are

riglit for you To order your copies, call
1-888-446-1422.
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1998 DIRECTORIES

Directory

Utilization Review Providers & Case Managers

Third-Party Administrators

Benefit Information & Claims Systems

Risk Management Consultants

401(k) Plan Administrators

Captive Managers

Environmental Risk Management Consultants

Alternative Risk Financing Facilities

EAPs 6 Dependent Care Resources

and Referral Services

Agents & Brokers

Prescription Benefit Managers

Property Loss Control Consultants

Leading Reinsurers Worldwide

Surplus Lines Insurers 6 Wholesalers

International Insurers & Benefit Networks

Safety Consultants & Rehabilitation Services

Reinsurance Brokers

Benefit Communication Systems

Risk Management Information Systems

Employee Benefit Consultants

Managed Care Providers HMOs, PPOs,
and POS Plans

To reserve your 1998 directory issues, call
Dorothy Wood at 1-888-446-1422.
For directory information, contact
Amanda Milligan at (312) 649-5398.
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1997 gross revenues: $303 million total,
65.3% from unbundled environmental risk

management consulting directly to corpora-
tions and institutions.

Officers: Donald M. Carlton, president; W.
David Balfour, Bill Corbett, Stan Porfido, Don
Jackson, Leigh Hayes, senior vps.

Contact: Susan Femandes, vp.

Risk Science Inc. (RSI)
11166 Main St., Suite 100,
Fairfax, Va 22030;
703-591-0113; fax: 703-591-1790
http:/Aww.microstate.com

Services began: 1981.
Parent: Microstate Corp.
Services: Real estate audits, manufactur-

ing plant audits, design and analysis of reme-
diation plans, design of waste minimization
plans, litigation support, regulatory and pub-
lic policy analysis, UST management and re-
moval.

Other services: Environmental consulting
to insurers and policymakers, general risk
management consulting, information tech-
nology solutions.

Staff: 16 total; five environmental profes-
sionals, including one principal consultant,
four consultants; two PEs, one CPG, one
CHMM, one CIH, two REAs, one attorney.

Clients: 120 environmental consulting
clients; 110 corporate/institutional clients.

Service area: Worldwide.

Compensation: By the project; on retain-
er; by the hour: $65 to $250:

1997 gross revenues: $2 million total,
50% from unbundled environmental risk

management consulting directly to corpora-
tions and institutions.

Contact: Jeff A Lalande, managing direc-
tor.

STS Consultants Ud.

750 Corporate Woods Parkway,
Vernon Hills, 111. 60061;
847-279-2500; fax: 847-279-2520
http://Www.stsltd.com

Services began: 1948.
Services: Real estate audits, manufadur-

ing plant audits, design and analysis of reme-
diation plans, design of waste minimization
plans, litigation support, public health risk as-
sessment, UST management and removal,
indoor air quality, industrial hygiene.

Other services: Remediation activities,
environmental consulting to insurers and pol-
icymakers, general risk management con-
sumng.

Staff: 365 total; 154 environmental profes-
sionals, induding 20 principal consultants, 60
consultants; 49 PEs, 17 CPGs, two CHMMs,
one CIH, six CGWPs, one REA.

Clients: 590 environmental consulting
dients; 567 corporate/institutional clients.

Specialties: Pulp & paper, waste man-
agement.

Branch offices: Detroit, Kalamazoo and
Lansing, Mich.; Minneapolis; Green Bay and
Milwaukee, Wis.

Service area: Nationwide.

Compensation: By the project; on retain-
er bythe hour: $60 to $150.

1997 gross revenues: $32.3 million total,
51% from unbundled environmental risk

management consulting directly to corpora-
tions and institutions.

Officers: Thomas W. Wolf, president;
Gerald E. Murray, CFO; Michael T. Russell,
chairman; Clyde N. Baker Jr., William M. Per-
pich, senior vps.

Contact: Michael McMurtry, seniortoxicol-
ogist; 10900 73rd Ave. N., Suite 150, Maple
Grove, Minn. 55369-5547; 612-315-6300.

Sagamore Environmental
Services Inc.

7106 E. 71 st St.,
Indianapolis, Ind. 46256;
317-842-0510; fax: 317-842-0547

Services: Real estate audits, manufactur-
ing plant audits, design and analysis of reme-
diation plans, litigation support, public health
risk assessment, UST management and re-
moval, soil and groundwater investigations,
asbestos surveys.

Other services: Remediation activities,
general risk management consulting.

Staff: Eight total; four environmental pro-
fessionals, induding one principal consultant,
three consultants; one CPG, one CHMM.

Clients: 60 environmental consulting
dients.

Specialties: Cellular communications, fi-
nancial institutions, commercial/residential
developers.

Service area: Illinois, Indiana, Kentucky,
Michigan, Ohio.

Compensation: By the project.
1997 gross revenues: $471,000 total,

90% from unbundled environmental risk

management consulting directly to corpora-
tions and institutions.

Officers: K. Stephen Mohr, president;
Kent R. Shadley, vp-technical services; Mar-
sha J. Gray, vp-sales and mall<eling.

Contact: Marsha J. Gray.

Sedgwick Environmental
Services

3401 West End Ave.,
Nashville, Tenn. 37203;
615-298-1414; fax: 615-298-9811
http:/twww. sedgwick.com

Services began: 1991.
Parent: Sedgwick Group P.L.C.
Services: Real estate audits, manufactur-

ing plant audits, design and analysis of reme-
diation plans, design of waste minimization
plans, litigation support, public health risk as-
sessment, regulatory and public policy anal-
ysis, UST management and removal, risk
profiling, media crisis training, benchmarking,
nsk rating, contaminated property develop-
ment sen/ices.

Other services: Environmental consulting
to insurers and policymakers, general risk
management consulting, environmental
claims management, UST claims handling,
owner controlled insurance programs, merg-
ers and acquisitions due diligence, ISO
14000 consulting.

Staff: 36 total; 27 environmental profes-
sionals, induding 12 principal consultants, 15
consultants; 10 PEs, two CPGs, 14 ARMs,
seven CPCUs, four CHMMs, five CIHs, one
CGWP, one REA, five attorneys.

Clients: 315 environmental consulting
dients; 210 corporate/institutional clients.

Specialties: Manufacturing, industrials,
public entities.

Branch offices: Orange and San Francis-
co; Calif.; Washington; West Palm Beach,
Fla.; Atlanta; Boston; Portland, Ore.; Harris-
burg and Philadelphia, Pa.; Columbia, S.C.;
Memphis, Tenn.; Dallas; Seattle; Sydney,
Australia; Brussels, Belgium; Toronto; Lon-
don.

Service area: Worldwide.

Compensation: By the project; on retain-
er by the hour: $115 to $300.

1997 gross revenues: $1.6 billion total,
1% from unbundled environmental risk man-

agement consulting directly to corporations
and institutions.

Officers: Donna H. Sandidge, managing
director-U.S.; Steve Osselton, national direc-
tor-Canada; Marcel Steward, national direc-
tor-U.K.; James Kenneally.

Contact: Donna H. Sandidge, 615-783-
2503.

Squier Associates Inc.
4260 Galewood St.,
Lake Oswego, Ore. 97035;
503-6354419; fax: 503-635-1430

Services began: 1975
Services: Real estate audits, manufactur-

ing plant audits, design and analysis of reme-
diation plans, design of waste minimization
plans, litigation support, public health risk as-
sessment, UST management and removal,
water resources, agncultural chemical man-
agement.

Other services: Remediation activities,
environmental consulting to insurers and pol-
icymakers, geotechnical engineering.

Staff: 30 total; 11 environmental profes-
sionals, including four PEs, five CPGs, two
REAs.

Clients: 100 environmental consulting
dients; 70 corporate/institutional dients.

Specialties: Manufacturing, commercial/
industrial real estate, land development.

Branch offices: Portland, Ore.;' Seattle,
Wash.

Service area: Alaska, California, Idaho,
Montana, Nevada, Oregon, Washington.

Compensation: By the project; on retain-
er; by the hour: $40 to $150.

1997 gross revenues: $2.5 million total,
40% from unbundled environmental risk
management consulting directly to corpora-
tions and institutions.

Officers: L. Radley Squier, Arlan Rippe,
Gary Peterson, Saiid Behboodi, Mike Blank-
inship.

Contact: Mike Blankinship.

Superior Environmental Corp.
14641 16th Ave., P.O. Box 118,
Mame, Mich. 49435-0118;
616-677-5255; fax: 616-677-3484
http://www.superiorenvironmen-
tai.com

Services began: 1989.
Services: Real estate audits, manufactur-

ing plant audits, design and analysis of reme-
diation plans, litigation support, public health
risk assessment, UST management and re-
moval.

Other services: Remediation activities,
environmental consulting to insurers and

Continued on next page
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Superfund
Continued from page 2
tried and failed to reauthorize the

program since 1993, and the fed-
eral government's ability to col-
lect special business taxes-used
to pay for cleanups for which no
responsible parties can be found-
lapsed several years ago.

At a White House news confer-

ence early last week, Vice Presi-
dent Gore accused the Republican
congressional majority of holding
the additional money "hostage."
Unless it is released, cleanup of
171 Superfund sites at which
work is under way will remain un-
completed, he said.

The GOP response was quick
and expected. The author of one of
the major House bills-Rep. Mike
Oxley, R-Ohio-responded with a
statement that read, in part: "The
problem is not lack of money
available for Superfund. The
problem is that the money is wast-
ed. In fact, the General Aecount-

ing Office recently said that EPA

overestimated cleanup money that
it needs by some $200 million."

The chairman of the House

Commerce Committee, Rep.
Thomas Bliley, R-Va., countered
Vice President Gore's accusations

with some of his own, branding

have an important silver lining,"
because it showed that the vice

president is "fully engaged" on
the issue.

During a Capitol Hill news con-
ference, Rep. Boehlert warned
that "improving the Superfund

'1 think if the vice president of the United States
cares enough to hold a press conference on
the subject, my bet is we'll get some action
on it this year,' says John Arlington.

the White House call as "political
hypocrisy."

Rep. Sherwood Boehlert, R-N.Y,
the chief sponsor of the other ma-
jor House bill, took a more concE -
iatory tone. "Though I disagree
strongly with the partisan assess-
ments of Superfund's failings of-
fered (May 18) by the vice pres:-
dent, I do think this event may

ENVIRONMENTAL
IMPAIRMENT LIABILITY
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program cannot be done through
press conferences" and called
upon the vice president to work
with him to make "further im-

provements"in proposed reautho-
rization legislation.

Reform advocates were, in gen-
eral, less than impressed with the
vice president's words.

"All the press conferences can
be held in the world, but unless a
viable bill can be moved in the

House-and I think Boehlert has

one-then we're not going to see
any change," said Kelly Smith,
manager-legislative affairs for the
National Federation of Indepen-
dent Business in Washington. The
administration should work to

help move the Boehlert bill
through the House "instead of
standing in the way of legisla-
tion," she added.

"If Mr. Gore is looking for
progress, he should remember that
the administration he works for

hasn't made any reform proposals
at all," agreed Lance Ewing,
chairman of the External Affairs

Team for the New York-based

Risk & Insurance Management
Society Inc.

"Quite frankly, if the business
community were given $650 mil-
lion to clean up, I believe the job
would get done. I think that the
EPA needs to start running more
like a business and less like a bu-

reaucracy," said Mr. Ewing, who
also is loss control administrator

for the Philadelphia school dis-
trict.

One insurance industry observ-
er dismissed the vice president's

remarks as election-year postur-
ing.

"I think it's just politics," said
Taylor Caswell, director-congres-
sional affairs for the Alliance of

American Insurers in Washington.
The lack of a forceful GOP re-

sponse shows the Republicans'
don't want to appear anti-envi-
ronment in an election year, he
said. He added that "it's pretty
clear" the White House intends to

use environmental issues in the

upcoming congressional elections,
and he described the vice presi-
dent's call as "an opening shot" in
that effort. Mr. Caswell added

that he doesn't believe the current

flurry of activity will have much
impact on the Superfund debate.

But another insurance industry
observer took a less-jaundiced
view of the controversy.

"All this activity can't be any-
thing but good," said John Arling-
ton, assistant vp and counsel of
the American Insurance Assn. in

Washington.
"I think if the vice president of

the United States cares enough to
hold a press conference on the
subject, my bet is that we'll get
some action on it this year. There's
definitely enough time if every-
body wants to do it. The truth is,
there are just minor differences on
these bills. They could be resolved
within 24 hours."

"The real question here is does
the vice president have a proposal
or just a press release?" he asked.

Mr. Arlington said that what the
vice president has to do to achieve
reauthorization is to call Senate

Majority Leader Trent Lott, R-
Miss., and say "Mr. Leader, let's
move that bill next week."

Meanwhile, in another Super-
fund-related development, a
group of business organizations
last week filed suit in the U.S. Dis-

trict Court for the District of

Columbia and in the U.S. Circuit

Court of Appeals for the District
of Columbia. The suit seeks to

eliminate the EPA's policy of lim-
iting the liability of municipalities
at co-disposal sites, which accept
both municipal and private mate-
rials. The suit charges that the
EPA lacks the legal authority to
discriminate in favor of a category
of potentially responsible parties
at the expense of other PRPs. ll
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Liberty
survey
tracks

concerns

of buyers
Information technology is-

sues, consolidating opera- ,
tions and restructuring risk
management programs will
be risk managers' main con-
cerns over the next two years,
a recent survey shows.

Technological issues have i
been a growing concern of ,
risk managers since Liberty
Mutual Group began con-
ducting the survey of risk I
managers three years ago,
said John F. Ryan, vp of com- O
mercial marketing at the I
Boston-based insurer. The I

survey was released at the re- 1
cent Risk & Insurance Man- j
agement Society Inc.'s con- 1
ference in San Diego.

"Risk managers are using
technology more in their jobs,
and they are more concerned
about technological issues,"
he said. The survey was based
on responses from 160 risk

managers.

Risk managers are more of-
ten using the Internet and in-
tranets in their jobs as well as
using risk management infor-
mation systems, Mr. Ryan
said.

About 80% of respondents
use the Internet for their jobs,
but the majority spend less
than four hours a week on the

Internet, the survey showed
Risk managers also are

more concerned about elec-

tronic security and Year 2000
compliance, according to the
survey.

Mergers and acquisitions
and expansion of operations
globally also will be a major
concern for risk managers,
according to the survey. For
example, 53% of the respon-
dents said their companies
are pursuing global expan-
sion through foreign acquisi-
tions, compared with 31 % a

year ago.

The global expansion has
been a factor in the increase

in restructuring of risk man-
agement programs, said Mr.
Ryan. "There is so much more
interest in global coverages,"
he said.

That interest includes con-

cerns about how to handle in-

ternational operations. Ac-
cording to the survey, nearly
70% of risk managers see un-
derstanding local business
practices and culture as a
great concern.

Risk managers' awareness
of new products, such as em-
ployment practices liability
insurance, also is leading to
programs being altered as
risk managers seek to buy the
new coverages, Mr. Ryan
said.

For free copies of the sur-
vey, contact Charles Moran,
senior market research ana-

tyst at Liberty Mutual, 617-
357-9500, ext. 44205; fax:
617-482-5144; or e-mail:

charles. moran@liberty-mutu-
al.com.



Global Briefs

Lloyd's of London has
opened a representative office
in South Africa, which is its
ninth-largest overseas market,
with 1997 premium volume of
691 million rand ($142.2 mil-

lion). The Johannesburg office
will be managed by Amit
Khilosia of Lloyd's Business
Development Unit in London.
Ronald Napier will continue in
the position of general repre-
sentative for Lloyd's in South
Africa, a post he has held for
the past 14 years. The opening
of a South African office fol-

lows the opening of a Lloyd's
Australian office last month

(BI, April 13). . . .London-based
broker Lambert Fenchurch

Group P.L.C. has entered into
an agreement to buy Swedish
marine broker Delta Insurance

Services AB, based in Stock-
holm. The purchase will be
made through Lambert's whol-
ly owned subsidiary Lambert
Fenchurch Sweden AB of

Stockholm, Sweden. Delta will
be renamed Delta Lambert AB

and will be a subsidiary of
Lambert Fen-church Sweden

....U.K. multiline insurer Com-

mercial Union P.L.C. has

reached an agreernent to pur-
chase German life insurer

Berlinische Lebensversicher-

ung A.G. for 600 million
deutsche marks ($338.9 mil-
lion). Berlinische, of Wies-

baden, has annual premium in-
come of 950 million deutsche

marks ($536.6 million) and ac-
counts for about 1 % of the Ger-

man life market. Munich Rein-

surance Co., which owns 64.6%

of Berlinische, and Allianz A.G.
Holding, which holds 30%,
both have agreed to the CU
purchase. CU will make a pub-
lic offer to shareholders of the

remaining 5.4% of Berlinische.
The purchase is expected to be
finalized by June... .Interna-
tional credit rating agency Duff
& Phelps Credit Rating Co. has
identified Italy's pension sys-
tem as a major growth market
for insurance companies. Duff
& Phelps said the Italian gov-
ernment has recently enacted
reforms to its state pension sys-
tem to encourage the develop-
ment of private pension and
said the reforms present enor-
mous opportunities for insurers
with strong fund performance
and well-established distribu-

tion in Italy. . . .The London
Processing Center will have
systems in place by October to
process the new Euro currency

I for the 1999 renewal season.

| The LPC processed £8.4 billion
] ($14.10 billion) of insurance

claims for the London insur-

ance market in 1997. It estab-

lished a working party in
November 1997 to deal with the

introduction of the Euro, a sin-
gle European currency that will
be implemented Jan. 1, 1999

..Swiss Reinsurance Co. is

buying Reaseguros Alianza S.A
in Mexico for about $120 mil-
lion. Alianza, which is owned

by several Mexican insurers,
had $135 million in gross pre-
miums in 1997. .American In-

ternational Group Inc. bought
Union y Desarrollo S.A. in El
Salvador for an undisclosed

sum. The multiline insurer,

which had $17 million in pre-
mium for 1997, will be renamed
AIG-Union y Desarrollo S.A.
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New Zurich unit to target U.S.
Combined company to expand Farmers

By EDWIN UNSWORTH expansion)

LONDON-The United States is

the most fertile ground for the ex-
pansion of Zurich Financial Ser-
vices Group, the company to be cre-
ated from the merger of the finan-
cial services operations of Zurich
Group and B.A.T Industries PLC.,
executives say.

"Most of the revenue-enhancing
opportunities arise in the United
States," said Zurich Chairman Rolf
Hueppi, chairman- and chief exec-
utive officer-designate of the new
company.

These opportunities will emerge
mainly out of plans to expand
Farmers Group Inc., the leading
U.S. subsidiary of B.A.T unit British
American Financial Services. Mr.

Hueppi said, "Zurich and Farmers
together can actually make this

whole train (of U.S.
move faster."

Mr. Hueppi spoke at a press con-
ference as more details of the merg-
er, announced in October, were re-
leased last week.

Insurance analysts saw nothing in
last week's disclosure to alter their

favorable views on the merger.
Mikir Shah, an analyst with

Robert Fleming Securities in Lon-
don, said, "Everything this week
has gone according to plan." When
the merger was announced, Robert
Fleming had said the new company
would be well-positioned to offer
integrated financial services in the
United States, with Farmers' net-
work of 14,000 captive agents mak-
ing an excellent mechanism to dis-
tribute Zurich's savings and mutual
fund products.

Mr. Hueppi said he was most ex-
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Property losses such as this burned-out depart-
ment store are expected to generate hundreds of
millions of dollars in insurance claims.

ra

Zurich FinaKiatS€rvices Group
Pro forma 84e***/ *0r-ei 1997 showing
the combinat#on opZgilch Ins#rance Co. and

British Ane:*alFinat;fial Services.

Gross premiums writte*r« $27.0

Net income 2.1

Asse13:*Ing,FapMnT =4 *75.

Sharelis#ldeH' elfii<4« a f 1 21
Sourcd:Zurick Insurance Co:-tind B.A.'fludustries:P.If.6.

cited about the prospect of combin-
ing Zurich's focus on providing
global solutions with the "tremen-
dous distribution and production
capacity" of BAFS. While BAFS is
strong in the U.K. and U.S. retail
sectors, Zurich's strengths are in

Continental Europe and in corpo-
rate insurance, reinsurance and as-
set management, as well as core
personal and commercial business
in selected market segments in sev-
eral countries.

See ZFS on page 47

Major claims expected
from Indonesia turmoil

By MARIA KIELMAS

JAKARTA, Indonesia-The insurance indus-
try expects huge claims from the year-long polit-
ical and economic crisis in Indonesia that has cul-

minated in rioting and last week's resignation of
President Suharto.

Rioting in the nation's capital of Jakarta has
created hundreds of millions of dollars of prop-
erty damage and, according to the official esti-
mate, at least 500 deaths.

For multinational companies and insurers do-
ing business in Indonesia, the turmoil means dis-
ruption of business activities, some of which will
be covered by political risk policies.

"First you had the economic difficulties, then
the postponement of infrastructure projects, and
now political violence," said Dan Riordan, head
of the political risk department at Zurich-Amer-
ican Insurance Co. in Washington.

The Indonesian government has estimated that
anti-Suharto riots in Jakarta May 16 and 17
caused $210 million in damage, but insurers and

Nuclear plant closed
for U.K. safety review

Power failure among incidents
By MATTHEW MacDERMOTT facilities, which are not money-mak-

ing, and work on decommissioning
DOUNREAY, Scotland-A nuclear the nuclear reactors are continuing.

: plant in northern Scotland has been She emphasized that UKAEA staff
shut down by the U.K. government are committed to cooperating with

I and faces the most comprehensive and satisfying safety inspectors.
I safety review in its 40-year history. The Dounreay complex, on Scot-
| The review, scheduled to be re- land's far north coast, employs 1,500

leased this summer, will deteImine if, people but no longer provides any
or when, the U.K. Atomic Energy Au- power. It consists of three nuclear re-
thority Dounreay plant can reopen. actors, which currently are being de-
The review is to be conducted jointly comrnissioned in a process that can
by the U.K. government's Health & take up to 100 years; two storage fa-
Safety Executive and the Scottish En- cilities for nuclear waste; and a fuel
vironment Protection Agency and is cycle area that reprocesses nuclear
expected to include detailed recom- materials into medical chemicals for

mendations on the safe operation of the treatment of cancer. The plant
nuclear facilities in general. could see business interruption losses

The report's aim is to improve safe- from stoppage of that work, but the
ty at Dounreay. It also will provide revenues from it are small, the spokes-
other operators with usefulinforma- woman said.

tion on general safety at nuclear facil- The spokeswoman admits that
ities. many of the plant's safety problems

The Dounreay plant, operated by stem from its age. Even though no en-
the government-funded U.K. Atomic ergy is being produced, safety is still a
Energy Authority, has no insurance major issue, and the new review will
arrangements to cover the shutdown. investigate the decommissioning pro-

A UKAEA spokeswoman said all cess. The spokeswoman said Doun-
commercial operations have stopped reay plans to continue with reprocess-
until the results of the review are ing operations for about another 10

- known. Maintenance on the storage See Nuclear on page 48

reinsurers say this likely is understated.
"That figure refers to just one day of riots in

one part of Jakarta," said Werner Bugl, the Sin-
gapore-based head of Asian operations for Mu-
nich Reinsurance Co. "It is much too early to tell"
what total insured losses will be, he said.

The government estimate also does not include

Indonesia among riskiest for overseas
investors, report says ...................page 46

damage to contents or automobiles, which could
drive up insured losses significantly, according to
the Insurance Council of Indonesia.

Mr. Bugl said many foreign companies in In-
donesia have suspended operations, evacuated
their staffs and closed their offices amid the po-
litical turmoil. Many foreign insurance execu-
tives, for example, temporarily relocated to Sin-
gapore, where they are collecting anecdotal evi-
dence of riot damage in Indonesia.

See Indonesia on nartpage

S&P calls P&1 clubs

stronger and changes
traditional rankings

By EDWIN UNSWORTH

LONDON-The financial se-

curity of the world's protection
and indemnity clubs is continu-
ing to improve, according to rat-
ing agency Standard & Poor's
Corp.

S&P for the first time also has

given the mutual insurance clubs
its traditional financial strength
ratings, rather than the previous-
ly used "flag" rankings. The pre-
vious system used from one to
three flag icons to rank P&I
clubs.

In Marine Mutual Report 1998,
its fifth annual report on the
world's leading P&I clubs, S&P
says that the free, or unallocated,
reserves of 28 clubs it reviewed

are continuing to improve from
the dangerous levels of seven
years ago. In the year to Feb. 20,
1997--the fiscal year-end for
most P&I clubs-the clubs' esti-

mated free reserves rose by 15%.
Rowena Potter, director-S&P

insurance ratings in London,
said the switch to financial

strength ratings from flags was
requested by clients and also is
the result of two key changes in
the marine insurance sector.

The implementation of the Eu-
ropean Union's Insurance Ac-
counts Directive means that P&I

clubs based in or managed from
E.U. member states have to show

greater transparency and more
consistency in their financial ac-
counts, thus meeting criteria for
a ranking.

Another factor was that the

"substantial" increase in the

clubs' free reserves brings them a
step closer to fully incorporated
companies for the purposes of fi-
nancial analysis.

The ratings are particularly
useful to third-party claimants,
such as insurance brokers and

bankers, many of whom are S&P
clients, in learning about the fi-
nancial security of the P&I clubs.

See P&I clubs on page 48
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Indonesia
Continued from page 45

Major property losses from she riot-
ing in Jakarta, according to insurers,
were sustained by the Bintang Brew-
ery, The Lippo Shopping Centre, the
Central Asia Bank building and
buildings belonging to the state oil
company, Pertamina. In addition,
there was widespread damage to indi-
vidual shops, hotels and homes.

The rioters focused much of their

attention on businesses owned by Mr.
Suharto and his family.

The government said the riots
caused 500 deaths, but insure execu-
lives say that official figure may be
only 10% of the actual death toll.

In addition to property losses, polit-
ical risk insurers await notice of po-
tential losses associated with :he gov-
emment's review of various infras-

tructure projects. In January, in re-
sponse to pressure from the Interna-
tional Monetary Fund, the Indonesian
government issued presidential decree
PD-5, which put eight infrastructure
projects "under review," and post-
poned seven others. The decree was
issued as part of an effort to identify
possible areas to cut back on govern-
ment spending.

Zurich-American's Mr. Riordan

said the government's postponement
of infrastructure projects could be the
basis for companies to file expropria-
tion claims under political risk cover-
age.

Additional political risk losses are
expected if the incoming government
or its successor takes action to expro-
priate assets in which the family of
President Suharto has a stake, or to

repudiate contracts signed by the for-
mer president.

President Suharto's family and oth-

INTERNATIONAL

er prominent political families hold
shares in various j oint ventures with
foreign companies from the United
States, Europe and Asia. Such con-
tracts with political figures are legal
under Indonesian law but carry a risk
for business partners.

"A joint venture in which a political
family is a joint venture partner can
be a benefit, but it can also be a risk,"
said Mr. Riordan

Fallout from such partnerships al-
ready is happening in Pakistan, for
example, said Kit Brownlees. manag-
ing director of Investment Insurance
International, a division of broker

Aon Group Inc. in London.
In Pakistan, the government of

Prime Minister Nawaz Sharif is alleg-
ing that the government of predeces-
sor Benazir Bhutto approved con-
tracts with some foreign companies,
such as electrical utilities, on too-fa-
vorable terms. As a result, the current

.,1 f 9,

government is attempting to rescind
the contracts and change their tenns.

"It's a similar type of scenario to In-
donesia," Mr. Brownlees warns.

The last time foreign companies in-
curred significant losses after a gov-
ernment change in the Eastern Hemi-
sphere was in the aftermath of the
1979 Iranian revolution, political risk
experts say.

"The interesting thing is that there
had been a significant decline in inter-
est in political risk insurance in
Southeast Asia as there was a percep-
tion that it was a limited risk. Now in-

terest has heightened," said Mr. Rior-
dan.

Some government action, such as
changing contract rules, alters politi-
cal risk but is not reflected in tradi-

tional political risk coverage, said Mr.
Brownlees. "You don't see much out-

right confiscation or expropriation
(by governments). More an abrogaton

-4

or change in concession agreement,
This is becoming more important," h€
said.

Foreign insurance company execu-

tives predict the Indonesian insurance
sector will have difficulty paying
claims retained in the domestic mar-

ket.

"Many companies will not be able
to meet liabilities," said Mr. Bugl 01
Munich Re. He noted that the year-
long financial crisis in Indonesia and
Thailand has resulted in a 40% tc

50% contraction in insurance premi-
um volume in those markets. Cancel-

lation of infrastructure projects b>
Asian governments also has had a sig-
nificant effect on premium volume.

The fallout from the Indonesian cri-

sis will be massive contractions in the

local banking and insurance industry
predicted Mr. Bugl. "We already ex-
pected this prior to the riots. The]re
will be a massive contraction in the

insurance industry both for life and
non-life."

Insurers in the Asian region have
been fighting to maintain market
share during the economic crisis, he
noted. "As a result, there is ever]

fiercer competition among insurance
companies, as they all desperately try
to hold on to what little business they
have. The markets are very soft on the
direct side, and premium levels ar€
way below what would be technically
necessary," Mr. Bugl said.

Currently, foreign direct insurers
are allowed to own a maximum oi

60% of a local Indonesian insurer

Foreign reinsurers are not licensed tc
operate in the country and typically
operate offshore, mostly from Singa-
pore. But as local insurance and rein-

surance companies suffer financially
as a result of the economic and politi-
cal crisis, more and more global play-
ers will come into the Indonesian

market, Mr. Bugl predicted.
Over the long term, he said he re-

mains optimistic about the Indone-
sian insurance industry. "Every crisis
presents a business opportunity if the
insurance industry handles the losses
in a pr·ofessional way." 51

Indonesia

risks high:
Survey

By MATTHEW MacDERMOTT

Indonesia is among the riskiest
countries in the world for overseas

investors, according to a new report.
London-based Merchant Interna-

tional Group assessed the invest-
ment risks associated with develop-
ing countries by combining conven-
tional risks, including political, eco-
nomic, and credit risks, with "non-

conventional" or "gray area" risk
factors. Those include bureaucratic

delays; corruption; legal problems.
including organized crime and a
lack of legal safeguards; cronyism
and vested interests; religious fa-
naticism; unfair market competi-
tion; cultural issues, including lan-
guage and work ethic; and extremisl
activities.

The report from MIG, an interna-
tional business research and con-

sulting firm, concluded that Pak-
istan poses the greatest risk for in-
ternational investors, followed by
Ukraine; Indonesia; Russia; and
Myanmar, formerly known as Bur-
ma.

The MIG report also concluded
that a poor awareness of non-con-
ventional risks in some developing
countries is directly 1 imiting multi-
national companies' returns on

See Risky on neiLL page



ZFS
Continued from page 45

While enjoying the benefits of
size, ZFS will aim to customize
services to clients. This will mean
"tailoring risk and asset manage-
ment solutions to the various pro-
files of customers," being "focused
on particular target groups of cus-
tomers," understanding them bet-
ter, and putting together ways of
doing business for them, he said.

To do this better, ZFS, while
based in Zurich, will be a decen-
tralized operation, with strategic
business units focusing on specific
custorner groups, distribution

channels or markets. Remunera-

tion will be linked to SBU perfor-
nnance.

In the United Kingdom, the
merger is intended to help B.A.T's
multiline insurance company, Ea-
gle Star Holdings P.L.C., "achieve
scale immediately."

Synergies with Zurich's U.K.
business will give Eagle Star com-
prehensive coverage of the U.K.
commercial insurance market in

both public and private sectors, as
well as leading positions in person-
al lines. The other U.K. units of the
two parent groups-Allied Dunbar
Assurance P.L.C., a leading life in-
surance and pensions company;
Zurich Municipal, a leading insur-
er of municipal authorities; and
existing units of Zurich Insur-
ance-also are intended to benefit

from scale and integration oppor-
tunities.

Other expected benefits of the
merger include a greater pan-Eu-
ropean presence; ZFS becoming
the fourth-largest insurer in South
Africa and the third-largest in Ire-
land; and stronger positions in
Southeast Asia, India and China.

Plans call for Farmers to be ex-

panded throughout the United
States frorn the 31 states it now
serves and for it to cross-market

Zurich products to its existing cus-

Risky
Continued from previous page
their investments.

MIC;'s survey of 7,000 interna-
tional companies found that 10%
of total direct investment in de-

veloping countries is lost because
companies either don't recognize
or downplay the importance of
non-conventional risks.

The biggest complaint from re-
spondents is that they failed to
identify such risks to investments
in advance.

The report found that cultural
arrogance is still a dominating
factor in investment decisions.

Forty percent of companies sur-
veyed believed commercial know-
how and superiority are sufficient
to mitigate unanticipated local
market conditions.

Stuart Poole-Rob, MIG's chief
executive officer, said in a state-
ment that eagerness to exploit the
potential of developing markets
means many companies have ig-
nored non-conventional risks, de-
spite their impact on investment
success.

He said multinational compa-
nies should develop a careful ap-
preciation of non-conventional
risks in order to fully assess mar-
kets in which to invest.

Copies Of the MIG report, "In-
telligence Gap 1998," are avail-
able for £995 ($1,625) from Mer-
chant Internationat Group, 4a-5
William St., Knightsbridge, Lon-
don SWIX9HL U.K.; 44-171-259-
5060; fax: 44-171-259-5090.

tonners.

Also, Farmers' network of agents
will be used to market products
from what will become the global
asset manager of the group, Scud-
der Kemper Investments, a U.S.
unit of Zurich formed after its ac-

quisitions of Chicago-based asset
manager Kemper Corp. and New
York-based Scudder, Stevens &
Clark.

Joint marketing will include
sales of a new structured settle-

ment product; marketing of Farm-
ers' own mutual funds through
Scudder Kemper; and joint prod-
ucts with Zurich Kemper Life In-
surance.

Mr. Hueppi maintained that
while Farmers already is a leading
U.S. auto insurer, its product line
will be broadened to include the

$12 billion-a-year market for dif-
ficult-to-insure auto risks and the

INTERNATIONAL

fast-growing areas of recreational
and speciality vehicles.

Globally, ZFS will have four
core businesses: non-life insur-
ance, life insurance, reinsurance
and asset management.

Listing particulars published
last week said the formation of

ZFS is "on track" for start up, still
expected by October 1998, and
that the integration will cost $1.4
billion. This will include restruc-

turing costs and adding $700 mil-
lion to $800 million to non-life loss
reserves.

However, projected savings as a
result of the merger have been up-
graded from $250 million to $400
million by the third full year of op-
eration. These savings will come
from 1,600 job cuts in the United
Kingdom, mainly within Eagle
Star; lower office rental and infor-
mation technology costs; and im-

proved claims management pro-
cesses.

Details of job losses will be an-
nounced in the summer.

Mr. Hueppi maintained that ZFS
will be a "global powerhouse," and
he again emphasized the synergies
between BAFS and Zurich. The

merged company will have 30 mil-
lion customers in 53 countries,
$375 billion in assets under man-
agement, gross written premiums
and deposits of $34.1 billion and
market capitalization of $52 bil-
lion.

One alteration to the original
merger announcement is that
Zurich will own 53% of ZFS and
B.A.T 47%, rather than the 55%-
45% split earlier envisaged.

Credit rating agency Standard &
Poor's Corp. said it believes that
the capital adequacy of ZFS "will
not be significantly different from
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Zurich's current capital adequacy
(which it rates "excellent") in rela-
tive terms and that its financial

flexibility will be enhanced by the
merger."

However, S&P is keeping its
AA+ ratings of Zurich Insurance
Co. on CreditWatch for a possible
lowering. It placed the company
there last October when the merg-
er was first announced and said it

would leave the ratings on Credit-
Watch because the terms of the

agreement have not changed sig-
nificantly. The possible lowering
of Zurich Insurance's ratings aris-
es out of S&P's concerns that its

"excellence of business position,
underlying earnings capacity and
management" could be diluted by
the merger with BAFS, rated A+.

Zurich shareholders will vote on

the merger June 11; B.A.T share-
holders will vote June 12. Ell
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Privacy Revelation of his condition sub- der the WCA's exclusivity provi- are primarily designed to finan- wages, emotional distress and
lected him to emotional pain and mon by Wisconsin courts at any cially compensate injured work- punitive damages, his attorney
humiliation, Mr Marino alleges level Nor has the 7th Circuit ad- ers, while the state's privacy and said

Cont,nued from page 1 As plaintiffs, Mr Marino and dressed this question," Judge fair employment acts are designed Mr Marino has been off work
including HIV status his wife also Included four addi- Adelman wrote The 7th U S Cir- "to affect the behavior of individ- on general disability-unrelated

In addition, employers also need tional claims based on Wisconsin cuit Court of Appeals in Chicago uals to encourage respect for per- to workers comp-since May
to be concerned about their use of law invasion of privacy, defama- serves as the appellate division for sonal dignity and basic nghts" 1996, Mr Olson said

personal data, such as credit re- tion, intentional infliction of emo- his federal district court Mr Marino's allegations ap- Employers can learn some

ports and criminal records, about tional distress, and loss of consor- Arandell argued that the work- pear, at this stage, to present "a lessons from the court's decision,
workers tium ers comp act should be the sole facially valid claim for invasion of sources said

In this case, plaintiff Paul Mari- privacy and are not barred by The surprise in this case is that

no alleges that Arandell Corp of WCA exclusivity," Judge Adel- there may be statutory privacy
Menomonee Falls, Wis, illegally Inan said protection for workers comp-re-

gained access to his medical 'The potential exists that Wisconsin's However, it remains to be seen lated medical records outside of

records and disseminated their whether these charges will with- the Workers Compensation Act,
contents privacy statute could be used to negotiate stand summary ludgment or a tri- said John Metcalf, director of hu-

Specifically, a company secre- many of these issues in the coming years,'
al, he added man resources policy for Wiscon-

tary opened a letter addressed to As for workplace privacy issues sin Manufacturers and Commerce,
him at work from his doctor con- Judge Lynn Adelman wrote. in the future, "the potential exists the state s combined chamber of
cerning his chronic Hepatitis C that Wisconsin's privacy statute commerce, manufacturers' associ-
condition, which resulted in it be- could be used to negotiate many ation and safety council in Madi-
ing discussed among co-workers, of these 1Ssues in the coming son, Wis
according to his attorney, Alan C years," the Judge said Also, the federal Judge's deci-
Olson of Alan C Olson & Associ- In its defense, Arandell Corp remedy and that the act's exclu- However, "the clear legislative mon is consistent with a 1998 Wis-
ates SC,in New Berlin, Wis sought partial summary ludgment sive remedy provision should ap- intention to protect the funda- consin Supreme Court ruling that

In the pleadings, Mr Marino on the four state law claims, argu- ply because the alleged intention- mental rights embodied m the pri- separates employment-related
sued under the Americans with mg that they should be barred un- al workplace disclosure of Mr vacy statute could easily be disre- claims into two groups claims un-
Disabilities Act, claiming dis- der the exclusive remedy provi- Marino's confidential medical in- garded if the entire spectrum of der common law that are subject
crimination on the basis of his al- sion of the state's workers comp formation was an "accident" and workplace privacy issues is swept to the exclusive remedy provision
leged disability He claims Aran- law that the privacy violation Mr under the WCA rug by the exclu- of the workers comp act, and
dell conducted prohibited medical Judge Adelman partially agreed Marino claims constitutes "men- sive remedy rationale Workers' claims based on other state laws
inquiries about his condition, in- and dismissed three of the four tal harm" within the meaning of compensation, once a blessing for that are treated independently
tentionally failed to maintain con- claims, letting only Mr Marino's the workers comp act injured workers, was never meant In addition, "the rule of thumb

fidentiality of his medical records privacy claim stand The judge However, the judge disagreed to have this effect," the judge is no one who doesn't have a need
and denied him advancement op- also dismissed Mrs Marino as a with Arandell's analysis and said said should see an employee's medical

portunities Mr Marino had been plaintiff it was "too narrowly focused"and An Aug 3 tnal date has been record," Mr Metcalf added
slated to become an apprentice "Unlike the previously dis- "would efface the purposes" be- scheduled to hear the case and de- In a situation hke this, "an em-

press operator before his condi- missed state claims, a claim under hind both the privacy and work- cide Mr Marino's request for un- ployer's workers compensation in-
tion became public, Mr Olson Wisconsin's privacy statute has ers comp laws specified damages, including surance would not apply to this
said never been specifically barred un- In addition, workers comp laws compensation for lost and future type of claim," Mr Olson said Ell
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Results
Continued hom page 2
change in the market," she said.

However, beginning in 1999 and certainly
by the Year 2000, there is likely to be a
change that will be driven by the too-soft
workers compensation market, growing
losses in the employment liability area and
the Year 2000 issue, said Ms. Blades.

Robert M. Steinberg, chairman and chief
executive officer of the Reliance Insurance

Group in New York, said he, too, thinks the
market will turn around the year 2000. The
insurance industry cannot continue to have
single-digit returns on equity "while the
rest of the world is producing 15%, 16% re-
turns on equity. Something's got to give on
that," said Mr. Steinberg.

But John Ward, CEO of the Cincinnati-
based Ward Financial Group, said he still
sees no signs of a hardening market.
"There's too much fresh capital coming into
the industry to allow that to turn any time
soon," he said. The Travelers Group Inc.-
Citicorp deal will attract even more capital
to the industry "because that will be viewed
as a strategic reason to invest, as the walls
start to come down in the financial services

segment."
Meanwhile, the intense competition con-

tinues. "We continue to hear some quotes on
business that we just can't believe are real,"
said George P. Yonker, vp-finance at Seat-
tle-based SAFECO Corp.

"The pressure on commercial lines premi-
um rates is showing no signs of letting up,
and the complaints that we hear from man-
agements grew a little louder in the first
quarter. Indeed, if you looked at the premi-
um growth, most commercial lines compa-
nies had difficulty growing their commer-
cial lines business," said Jay Cohen, an an-
alyst with Merrill Lynch & Co. in New
York.

The competition is reflected in the modest
3.3% premium growth reported by 22 of the
23 insurers surveyed by Business Insurance
for the first quarter. This is lower than the
5.5% increase reported by 23 insurers for
1997 and 1996's 9.9% increase (BI, March
23; March 24, 1997)

Only selected first-quarter financial re-
sults are reported for USF&G Corp., which
completed its merger with The St. Paul Cos.
Inc. on April 24 (BI, Jan. 26).

Other first-quarter results reported by the
23 insurers surveyed by Business Insurance
include:

• Investment income declined by 14.8%,
to $3.86 billion. Nationwide Mutual Insur-

ance Co. reported a 77% decline in invest-
ment income down to $249.1 million, which
was primarily because of a $850 million
special dividend paid by Nationwide Life
Insurance Co. to the mutual in 1997. Ex-

'Results were a further

indication that the earnings
honeymoon for the industry
is coming to an end,' says
analyst Ronald Frank.

cluding Nationwide, the 21 remaining in-
surers would have reported a modest 4.8%
increase in investment income.

• Underwriting losses increased 5.9%, to
$743.3 million. This compares with a 62%
improvement in 1997.

• Insurers reported a 102.2% combined
ratio, the same as for 1997.

• Policyholder surplus among the 19 in-
surers reporting this information increased
24.1%, to $68.24 billion. This compares with
1997's 29.3% increase.

• Net income for the 20 insurers reporting
this data increased 16.9%, to $3.51 billion
from $3.01 billion. This compares to 1997's
46% increase, when year-to-year compar-
isons were bolstered by relatively low catas-
trophe losses in 1997.

"Results were a further indication that

the earnings honeymoon for the industry is
coming to an end," said Mr. Frank. Both
large and small insurers reported disap-
pointing earnings during the quarter, he
said, "and the common denominator was in-
tensifying competition in the commercial
property/casualty sector."

"One particular pressure point in the

quarter turned out to be medical malprac-
tice," which was reflected in St. Paul's re-

sults, among others, he said.
"But it's not just confined to medical mal-

practice," he added. "Any company with a
significant exposure to the commercial
business is having a tough time 'making its
numbers' now, and I think you'll continue
to see cracks in the pavement here and there
as we go through the year, and certainly
into next year."

Mike Smith, an analyst with Bear,
Stearns & Co. in New York, agreed. It is
"getting tougher and tougher for even the
best companies to show the numbers that
Wall Street's looking for, and the cracks in
the foundation are starting to get wider," he
said.

"Earnings were generally at, or maybe
slightly below, expectations, with a couple
of notable exceptions, which were signifi-
cantly below expectations," said Weston M.
Hicks, an analyst at Sanford Bernstein &
Co. in New York, pointing to St. Paul and
SAFECO.

"I think in both cases they were clipped a
little by abnormally large catastrophes, and,
in addition, I believe that the standard com-
mercial lines exposure that each company
has is feeling some competitive pressure."

In addition to reporting higher-than-ex-
pected claims costs for its medical liability
business, resulting from an increase in loss
severity, St. Paul posted $39 million in pre-
tax catastrophe losses for the first quarter,
compared with $5 million in last year's first
quarter.

Mr. Yonker said business SAFECO ac-

quired from its American States Financial
Corp. acquisition posted $17.3 million in
catastrophe losses for the first quarter com-
pared with $5.2 million for the same period
a year ago, with this year's losses increased
by a Minnesota tornado.

Premium growth was meager, said Mr.
Hicks. Even "classic growth" companies
such as Chubb reported premium growth
that was a "deceleration from the pace of
the past couple of years," he said. Chubb
posted a 6.4% adjusted premium growth for
the first quarter after 1997 non-recurring
reinsurance premiums are excluded.

"There were more negative than positive
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surprises," said Michael Lewis, an analyst
with Warburg Dillon Read in New York.
This really goes back to the fact that pricing
"remains very soft, and that, sooner or lat-
er, when you underprice your business, it
has to result in poorer results," he said.

Most observers say the outlook is for a
continuation of current trends. "I basically
don't see anything changing immediately,"
said Gloria Vogel, senior vp at Advest Inc.
in New York. "We have had continued price
erosion, and I don't see that changing right
now."

While pricing and investment income are
inadequate, "everybody seems to be holding
their own," Ms. Vogel said.

The rest of the year "would probably be a
mirror image of what we've seen right
now," including a difficult operating envi-
ronment and various shortfalls by compa-
nies along the way, said Mr. Lewis.

The first quarter is an "accurate picture
of what to expect over the balance of the
year, and that is growing pressure on under-
writing results in the commercial lines, and
if weather-related losses return to normal

levels, the likelihood is that analysts may
have to revise their numbers down some-

what," said Mr. Lewis. "And this is all in

the context of no relief anticipated in rates
or in pricing and interest rates remaining
low," he said.

Mr. Cohen said also, "I think you'll see a
gradual erosion of the combined ratio and
continued slow premium growth, and we
probably should see more consolidation as
well."

"I think the outlook varies, obviously, by
company," said Mr. Hicks. "Generally,
earnings will be up this year for companies
that have some revenue growth and there is
some modest expense leverage still to be
gained from the business, but I think the
likelihood of significant upside surprises is
pretty low."

He added, "It'11 be interesting to see what
happens with St. Paul and its merger with
USF&G," with St. Paul projecting eventual
expense reductions of at least $200 million
as a result of the deal. "By the second half
of this year, I think, in the case of St. Paul,
you'll begin to see some expense gains com-
ing through," he said. rm

Major property/casualty insurers' first.quarter 1998 results

Net

Rank income

1998 1998

1 Reliance Ins. Co. and subs. $200,382

2 Hartford Steam Boiler 72,900

3 Argonaut Insurance Co. 44,294

4 Sentry Insurance Cos.2 25,471

5 Fremont General Corp. 27,682

6 CNA Financial Corp. 233,000

7 Hartford Financial Services Group 264,000

8 Travelers P/C Corp. 347,100

9 Old Republic Int'I 81,577

10 American International Group 886,532

11 General Re Corp. 271,600

12 SAFECO Corp. 111,600

13 Chubb Corp. 191,800

14 CIGNA Corp. 255,000

15 Ohio Casualty Corp. 31,194

16 TIG Holdings 33,000

17 Berkshire Hathaway Group 192,000

18 USF&G Corp. 38,100

19 The St. Paul Cos. Inc. 154,000

20 Royal & SunAlliance USA2 55,400

- Nationwide Mutual Ins. Co.2 WA

- Kemper Insurance Cos. N/A

- Liberty Mutual Ins. Co.2 N/A

Cumulative 3,516,632

Ranked by change in net income. All amounts in thousands of dollars.

Corporate Property/casualty operations

1 After dividends 2 Statutory N/A: Company did not provide data

Source: 8/ Survey

Percent

Increase

(decline)
1997-1998

605.9

358.4

104.6

47.6

31.2

30.9

29.4

27.1

25.0

13.5

11.4

(0.2)

(1.9)

(4.6)

(8.3)

(9.1)

(15.3)

(19.9)

(30.1)
N/A

N/A

N/A

Consolidated

revenues

1998

$1,055,767

217,700

83,365

343,353

195,749

4,328,000

3,728,000

2,594,200

506,515

7,688,695

1,889,600

1,623,500

1,587,300

5,411,000

358,342

427,000

1,591,000

857,000

1,467,157

451,000

N/A

1,056,681

N/A

16.9 37,460,924

Combined'

ratio

1998

101.1

89.0

115.4

105.7

96.9

108.6

104.0

101.22

98.6

96.1

100.3

101.1

96.1

101.2

103.42

100.72

96.4

106.62

107.72

103.9

101.7

105.72

114.7

102.2

Combined'

ratio

1997

101.1

90.0

106.4

109.6

91.2

111.6

101.3

101.P

98.7

96.3

101.0

98.7

96.3

100.4

105.62

102.72

92.8

104.32

107.82

102.4

103.1

106.52

109.7

Net Percent

premiums increase

written (decrease)
1998 1997-1998

$611,772 20.6

46,700 60.1

31,878 4.0

247,817 (9.1)

156,391 28.5

2,400,000 4.8

1,904,000 (2.2)

2,017,8002 (4.5)

205,9392 (1.9)

3,381,363 2.0

1,086,700 (14.0)

1,045,100 79.2

1,331,500 (6.4)

804,000 0.1

311,8022 1.3

420,000 8.3

1,595,000 15.9

N/A N/A

1,000,847 (2.8)

356,100 5.8

2,144,767 5.2

1,005,5192 6.5

1,537,982 5.0

102.0 23,642,977

Pretax Pereen

underwriting increas

income (loss) (decline
1998 1997-199

($7,345) (4.1)

10,800 (10.0)

(6,784)(1,441.8)

(16,882) 41.6

4,807 (52.5)

(344,000) 2.3

(77,000) (97.4)

(58,200)2 50.3

(1,268)2 15.2

124,440 4.8

(3,000) 78.9

(10,900) (49.3)

45,000 10.0

(9,000) (200.0)

(5,959) 58.7

(2,000) 77.8

49,000 (30.6)

N/A N/A

(60,623) (18.7)

(11,400) (371.4)

(41,835) 38.3

(93,436)2 (3.0)

(227,910) (45.7)

t Pretax

e investment

) inconne
8 1998

$69,352

15,200

8,357

52,595

42,045

425,000

237,000

507,900

48,7162

501,243

292,800

118,100

183,400

84,000

43,230

71,000

224,000

N/A

218,803

87,100

249,141

108,1492

272,711

Percent

increase Policyholders

(decrease) surplus
1997-1998 1998

4.6 51,580,186

90.0 641,800

(12.3) 614,356

4.9 1,551,684

61.5 575,525

(0.7) 6,973,000

12.9 7,890,000

1.6 6,409,100

(0.6) 1,460,138

11.1 N/A

0.1 6,646,000

67.8 3,338,800

6.9 N/A

(10.6) 1,920,000

1.9 1,219,468

(8.9) 1,011,000

3.3 N/A

WA N/A

0.2 3,570,920

(6.6) 2,947,400

(77.0) 10,205,951

(2.6) 2,471,703

5.0 7,213,323

3.3 (743,295) (5.9) 3,859,842 (14.8) 68,240,354

Percent

increase

(decrease)
1997-1998

38.4

120.2

15.4

16.4

35.0

(2.1)

64.9

15.4

2.3

N/A

18.7

49.6

N/A

(4.0)

25.5

2.4

N/A

N/A

19.6

30.3

33.1

26.4

25.4

24.1
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Viagra
Continued from page 1

Decisions by managed care com-
panies and group health p. lans to
limit or not cover the drug likely will
be challenged.

A lawsuit accusing Oxford Health
Plans Inc. of unfairly denying a
Manhattan man coverage of a pre-
scription for Viagra will hinge on
proving that a normal sex life is a
"medical necessity" as essential as
eating or drinking, the plaintiff's at-
torney says.

The suit, filed in U.S. District
Court in New York on May 18, seeks
class action status against Oxford
and other unspecified health insur-
ers for the approximately 30 million
men in the nation who the plaintiffs
estimate suffer from impotence and
might benefit from the new drug.

According to the suit's allegations
against Norwalk, Conn.-based Ox-
ford, the managed care plan violated
the Employee Retirement Income
Security Act and breached its fidu-
ciary duties when it told the lead
plaintiff, Paul Sibley-Schreiber, that
his prescription for Viagra was de-

nied and that a final decision on cov-

erage would be delayed for at least
45 days, presumably while the
health plan formulated a policy on
the drug.

Branding Oxford's decision to
postpone payment "totally a delay-
ing tactic" designed to save the plan
money, co-plaintiff's attorney
Steven Cooper of the New York law
firm Anderson Kill & Olick said that

to prove Viagra treats a medically
necessary condition, he must show
only that sexuality is "a basic, hu-
man, functional need" and that this

would be"easy."
"To argue it's not necessary to

have sexual relations, we believe, is

totally baseless," he said.
Mr. Sibley-Schreiber said he filed

suit "to help the 30 million men out
there who are suffering needlessly,"
and said any insurer dragging its feet
on paying for the drug is stigmatiz-
ing the illness.

Viagra fits into the Oxford plan's
four-point definition stating drugs
are medically necessary if they are
consistent with the symptoms or di-
agnosis and treatment of the pa-
tient's condition; appropriate with
regard to standards of good medical
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practice; not solely for the patient's
convenience or of any provider; and
the most appropriate supply or level
of service that can safely be provid-
ed, according to the suit.

Mr. Sibley-Schreiber, a member of
an Oxford point of service plan of-
fered through his company, claims
his impolence is related to being di-
abetic.

Although Oxford initially ap-
proved his prescription for Viagra in
April, a subsequent refill for the pre-
scription was denied, and Oxford
saii it would not approve any Viagra
claims until mid-June 1998.

"The insurers are running scared,"
Mr. Sibley-Schreiber said last week.
"It will cost too much money. Why
are they trying to come between the
patient and the doctor when it comes
to treatment?"

The lawsuit demands reimburse-

ment on behalf of the class for costs

spent on Viagra prescriptions, less
deductibles; enjoining of future de-
nials of Viagra claims; and an esti-
mated $10 million in compensatory
damages for money spent on Viagra
between now and the resolution of

the case.

Oxford spokespersons did not re-
turn telephone calls seeking com-
rnent

Many corporate benefit managers
arewrestling with the same coverage
decisions as Oxford.

Hershey Foods Corp. decided to
approve coverage of Viagra for em-
plo,yees in the company's self-in-
sured health plan, though it requires
either the employee or his doctor to
telephone for "prior authorization"
to the drug plan administrator be-
fore pick-up, said Dwaine Hartline,
program manager for group insur-
ance at the Hershey, Pa., company.
Hershey's plan also covers birth con-
trol pills.

Hershey employees enrolled in
HMOs are subject to the managed
care plans' particular policies, she
said.

"What we're hearing all over the
country is the prescriptions are being
written and the doctor has never

even seen the patient," said Ms.
Hartline. Although she acknowl-
edged that a call from the employee
confirming a medical need for the
drug is not a foolproof form of uti-
lization review, she said that system
makes more sense than arbitrarily
limiting the number of Viagra pills
to be authorized.

Other employers' policies are more
embryonic, and benefit managers
are watchmg the industry for cues.

At Minneapolis-based Dayton
Hudson Corp., the retailer is so far
refusing to honor Viagra claims of
members of the company health
plan, while the remainder of its
worfkers who are covered by HMOs
are subject to an array of policies,

..

said Fred Hamacher, vp for compen-
sation and benefits.

The company is having trouble de-
ciding how many pills would be ap-
propriate to authorize, he said.

"I've seen six (pills authorized
monthly), I've seen eight, and our
PBM originally analyzed it was 12,"
Mr. Hamacher said. "That's what

makes this such a bizarre discussion.

The decision to pay for it is a tough
decision, but the toughest decision is
how many?"

Dayton Hudson is considering two

'The decision to pay for
it is a tough decision,
but the toughest
decision is how many?'
says Fred Hamacher.

options: allowing the drug on a pre-
authorized basis, similar to Her-

shey's method, or allowing workers
to buy the drug for a 100% co-pay-
ment through the company's dis-
count prescription mail order service
provider.

In other words, under the second

option, workers would have to pay
the entire cost of the drug but could
obtain the pills, which sell at retail
for about $10 each, for about $7
apiece, he said.

Dayton Hudson's health plan eov-
ers female workers' birth control

pills.
The question of whether to cover

Viagra has been least pressing for
employers whose workers are heavi-
ly enrolled in HMOs, as many of
them have transferred decision-

making on covered products and ser-
vices to their managed care organi-
zations or their prescription benefit
managers.

For example, hotel and hospitality
giant Marriott International Corp.
has not had to consider the need for

a Viagra policy because nine out of
10 of its employees are enrolled in
160 HMOs, said Robert Dankmyer,
vp of corporate benefits in Bethesda,
Md.

"I guess we would have to listen to
the individual" if an employee in the
company plan filed a Viagra claim,
he said. "Sooner or later, we'll face
it."

Mr. Danlcmyer said he is not wor-
ried about the implications of the
class-action suit because Marriott is

willing to pay for the drug if a doctor
deems it medically necessary.

"To be honest with you, it's a non-
issue to us," he said. "It should be

based on medical necessity, and if
it's a medical necessity it should be
covered. Hopefully, the court is go-
ing to decide. I'm trying to have some

....

faith in the court system. See, I'm not
a physician and I don't know all the
methods they go through to show
something's medically necessary."

Marriott does not pay for birth
control pills, he said.

As corporate benefit managers at-
tempt to formulate Viagra policies
for their self-funded plans, they in-
creasingly will turn to PBMs for
guidance on their options.

One of the largest PBMs, Scotts-
dale, Ariz.-based PCS Health Sys-
tems Inc., is advising plan sponsors
they have four basic choices regard-
ing the drug, according to a
spokesman:

• Limit the quantity of drug to a
certain number of pills.

• Increase copayments or co-insur-
ance to place Viagra into a more ex-
pensive class.

• Require prior authorization, even
with a doctor's prescription.

• Exclude Viagra and all other im-
potence treatments from the plan.

Express Scripts/Value Rx, a Mary-
land Heights, Mo.-based PBM, has
recommended to its clients that if

they choose to cover the drug, it be
limited to six Viagra tablets per
month, said Barrett Toan, president.

"Many of our clients have sched-
uled benefits and insurance coverage
policies that don't cover impotence,
and so in those cases there's a no-

coverage policy," he added.
At the other extreme, some plan

sponsors have gone beyond the
PBM's recommendation and instead

permit employees eight or 10 pills
per month, Mr. Toan noted. "We
have seen doctors write prescriptions
for 100 tablets," he said.

As with most other prescriptions,
a PBM with a large client "pretty
much will do what the employee
wants, provided the employer will
pay for it," said Harvey Sobel, prin-
cipal and consulting actuary at Buck
Consultant in Secaucus, N.J. Small-
er companies, by contrast, are more
prone to allow a PBM or third-party
administrators to decide, he said.

The lawsuit in New York will

probably have "a chilling effect for
PBMs on the fence," Mr. Sobel said,
meaning that PBMs that would nor-
mally routinely disapprove the drug
will have second thoughts.

"In the end, the floodgates will
open," and just about all PBMs and
major employers that can bear the
risk will choose to cover prescrip-
tions for Viagra, he predicted.

Richard Sinni, New York practice
leader at benefit consultant Watson

Wyatt Worldwide, said the class ac-
tion lawsuit is probably not neces-
sary because of the number of plans
already deciding to cover the drug,
he said.

"I think here you're jumping the
gun, because this is not a life-threat-
ening condition this gentleman has,"
said Mr. Sinni.

Claims administrators are suspi-
cious of claims for Viagra filed by
employees who are normal and want
it to feel more virile, said Fred Hunt,
president of the Chevy Chase, Md.-
based Society of Professional Bene-
fit Administrators, a trade group of
400 TPAs serving self-insured and
fully insured employers. Employers
should be cautious in paying for the
drug in such cases, he advised.

"An ERISA plan has a fiduciary
duty to use plan assets frugally," he
said. "ERISA represents a much
higher standard of prudence in how
plan assets are used."

The class-action suit filed in New

York could create trouble for plan
sponsors, Mr. Hunt said, by trying to
force a common policy toward Via-
gra for all plans and all employees.

Any lawsuit is bound to generate
more coverage questions for benefit
managers than solutions, he said.

"If the employer decides to be gen-
erous, what constitutes (employees
being)'happy?' - he said. "What con-
stitutes 'enough?"" m
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Commentary Tax taxes, mterest and penalties if Texas payment of 4 85% of gross prerm-
is successful m uncovering signih- ums, according to the NAIC

Make common sense cant amounts of unpaid procurement Not all policyholders fear such a
Conttnued from page 1 taxes tax

Depending on a state's interpreta- Those fears are driven by the fact "When you buy direct from an off-

part of the policy tion of its statute, the procurement that the same complexities that have shore company you have to expect to
tax may apply to hindered states from collecting the pay the taxes,"said Frances C Ohv-

• Coverage written by captive in- taxes also have prevented many er, risk manager for Centex Corp, a
surance compames well-mtentioned pohcyholders from Dallas-based company with severalHospital risk managers around the world must be review-

• Policies purchased from a direct paying them lines of business, mcluding residen-ing their pollcies on hospital staff treating patients off writer hcensed in a state other than The issue of whether some pollcy- tial and commercial construction
premises after the death last week in Chicago of a 15-year- the one m which the pohcyholder holders may be targeted for back Ms Oliver purchases directors and
old shooting victim who was allowed to lie bleedmg and conducts business taxes has been raised by members of officers hability coverage from a
unattended by emergency room staff who were ]ust 35 feet • Pollcies written by a foreign in- the Coahtion of Alternative Risk Bermuda-based insurer, and sh€
away. surer for a global program Funding Mechanisms, an mdustry works closely with her company's tax

The staff was following the hospital's decade-old policy So far state insurance regulators group department to ensure that it pays the
and tax collectors have faced vanous "It's an area that might be keepmg Independent procurement taxthat emergency department employees do not leave the
hurdles to collecting the taxes, not us busy," said Jon Harkavy, presi- "We're very cautlous about payinE

premises to treat and transport patients the least of which is detecting when a dent of CARFM durmg the Interna- our taxes on that, always have been,
There are very valid reasons for the policy, as expressed by pohcyholder has purchased such tional Alternative Insurance Sympo- she said "We make every effort to

the president of the hospital, John E. Blair, in a news release: coverage Consequently, collection of sium in Indian Wells, Callf, earher make sure (we pay it) on a timely ba-
"The first priority of emergency room staff is to care for the taxes often is not pursued thls sprmg sis so we don't pay the penalties that

the patients already m the department; you don't leave pa- Recently, however, the Texas Members of the Vermont Captive can accrue if you don't pay within a

tients who need your attention Our role is to treat patients Comptroller of Pubhc Accounts be- certain tlme frame "

gan "testing the waters" by alerting But many rlsk managers are not
already in our care and to prepare for others that may come busmesses that the agency intends to
in. There is an emergency response system m place involv- Complexities that hinder paymg the tax, either because they

review their insurance transactions are unaware of it or because many
ing fire department parameclies, who are responsible for to determine if the taxes have been states from collecling the states have not attempted to collect
bringing patients to our emergency department for treat- paid, said Gary Johnson, supervisor taxes also prevent well. lt
ment." of the Insurance Section of the For years, states have struggled

Comptroller's Tax Pollcy Division intentioned policyholders among themselves over how to ap-Rigid adherence to that policy, however, seems absurd Other states also may be talong re- from paying them. portion the taxes when a pollcy 18when a person lies wounded such a short distance from newed mterest m collecting the tax- written to cover locations in multiple
emergency room personnel es Cahfornia and New York in the states. The states have not settled is-

The boy, Christopher Sereye, had been shot playmg bas- past few years have clanfied their m- sues such as whether a pollcyholder
ketball less than a block fronn dependent procurement laws, ac- Insurance Assn 's Legislative Com- should be taxed only m the state
Ravenswood Hospital Medical Center on cordmg to Richard Bouhan, execu- nuttee also have been evaluatmg the where it is headquartered or whether

tive director of the National Assn of issue by Informally polhng"their col- the taxes should be apportionedthe north side of Chicago. His friends
carried him down an alley toward the Professional Surplus Lines Offices leagues and contacts" on how they among all states m which the compa-

Ltd m Kansas City, Mo treat procurement taxes, said VCIA ny operates
hospital and ran into the emergency New York was cited by other ob- President Lisa Ventriss Some states have not wntten their

room for help. Chicago pollce officers in- servers as a state that may be at- Risk managers familiar with the laws broadly enough to actually im-
side the hospital on another case called tempting to collect the tax, but tax VCIA committee's work say its mem- pose a procurement tax on all trans-
for an ambulance but also asked the and msurance officials in the state bers are talang a low-key approach actions that pohcyholders enter mto,

emergency room staff to attend to the could not be reached for comment in their research, though, because of said James Cameron, a partner at

teenager The staff insisted the boy had Texas' stance, though, lS crystal concerns that a more pubhc effort Baker & McKenzie m New York For

to be brought mside, which the police
clear The state in 1995 moved re- could alert other states to the idea of example, he said, arrangements such
sponsibility for collecting indepen- collecting the taxes as "a portfoho liftoff of an old envi-

eventually did themselves But it was too dent procurement taxes to the "At this point there are no conclu- ronmental nsk" wntten years before
late He was dead a short time later comptroller from its Department of sions, it'S VeIy much of an explorato- when a company had a site in a par-

Fifteen minutes had elapsed from the first 911 call until Insurance "It's Just getting on line as ry matter," said Richard H Hamil- tlcular state may nottnggertaxation
far as the agency trymg to make sure ton, chairman of the VCIA's Legisla-police officers earned the shootmg victim Inside the hospi- In some cases, tax collection falls

tal, accordmg to James Maurer, the Chicago Pohce Depart- everyone pays the taxes," Mr John- tive Committee and president and through the cracks because some

ment's deputy chief of patrol.
son said last week general manager of CSX Insurance states don't understand the concept

Begmning m 1997, Texas auditors CO and others are confused when thelI
"I hope this family sues them, and I hope they call me to advised some businesses that the "I could only say VCIA would be department of insurance collects pre-

testify," the deputy pohce chief was quoted as saymg m the state wlll review their 1996 msurance irresponsible if it didn't take mes- mium taxes while a separate revenue
Chicago Sun-Times. tax records as part of routme fran- sages from such forums as the department may be responsible for

There is no proof that, had the emergency room staff bro- chise tax audits, Mr Johnson said CARFM meeting and address lt for the collection of direct procurement

ken the rules and stepped outside to treat the teenager, he "So any time a corporation orbusi- the benefit of its membership Cer- taxes, said NAPSLO's Mr Bouhan

would be ahve today, according to the Cook County medi- ness is sub]ect to an audit, they go in tainly that is the stage we are at at One promment risk manager who
and ask about their Insurance busi- this pomt," Mr Hamilton said asked not to be identified said his

cal examiner's office. Ravenswood Hospital is not a trauma ness," he said "They check to see if Accordmg to National Assn of In- strategy to avoid potential tax penal-
center and therefore doesn't have emergency trauma sur- the business was written through a surance Commissioners data on di- ties is to show dihgence in paying his
geons on staff 24 hours a day hcensed company or through the sur- rect procurement taxes, 31 states Vermont captive taxes

Nonetheless, the image of a young man bleeding to death plus hnes market, and ifitwasn'tone taxed mdependent procurement of That way, the risk manager rea-

and unattended while emergency medical personnel are of those two, then they look to see insurance as of 1996, the most cur- sons, if revenue collectors m other

steps away boggles the mmd and outrages the senses What how it was written, and there could rent survey available Tax amounts states question his company's record
be an assessment " and calculation methods vary by he can pomt out that his company

were these people thmkmg, and where were their hearts? Such action scares alternative state, with some based on net prerm- does not avoid its responsibility and
To his credit, Mr Blair, the hospital president, revoked the market players who fear other states um and others on gross premium pays the taxes that are very clearly

pollcy the day after the death "I have mstructed my staff to might follow suit and even seek back Texas, for example, requires a tax defmed
provide treatment to anyone who needs it m the immediate
vicinity of the hospital when there are no paramedics or
emergency medical techmcians available, consistent with
due regard for the safety of all, Including the hospital's per- Proposals proposes gradually increasing the the ERISA Industry Comrmttee in

retirement age to 70 by 2029 Washington
Employers will likely be wary of For example, some employers

sonnel.
Continued from page 2 the proposal to raise the retirement may require skills that are readily

Our sister pubhcation Modern Healthcare reports that the establlshment of individual savings age, said Sylvester J Schieber, vp available only among recent com-
Amencan Hospital Assn. has been inundated with calls accounts for Social Security recipi- of research information at Watson puter engineering graduates Those
from hospitals around the country wondermg what they ents, which would be funded by 2% Wyatt Worldwide in Bethesda, Md employers may have early retire-

should do in such an mstance. Some of the hospitals have of the current 12 4% payroll tax "Most employers beheve, rightly ment programs for older employees
Individuals then would be able to or wrongly, that productivity starts that will cost more to apply with apolicies and some don't, according to an AHA ofhcial. direct the investment of those to decline well before age 65, and later retirement date, he said

The AHA is tellmg hospitals that common sense in such funds keeping workers on even longer is "It would place some additional
situations should prevail. "The accounts will simultaneous- not somethmg that they are gomg to burdens on employers who need

"Hospitals need to make sure people at the front 1mes have ly improve the rate of return that be m agreement with," he said individuals with different kinds 01

the flexibility to do the right thing for patients," said the beneficiaries receive from the So- Also, many benefits plans are in- skills as they try to manage their

AHA spokesman cial Security system and advance- tegrated with Social Security, so workforce," Mr Ugoretz said

Indeed, this incident is a tragic remmder that common fund a portion of the future liabill- raising the retirement age will But the individual retirement

ties of Social Secunty, vastly reduc- mean employers could pay more for accounts proposal will likely be
sense must be allowed to prevail over official policies and ingthe tax burden on future gener- retiree benefits, said Fred Rumack, welcomed by most people, and the
procedures-no matter how well-mtentioned and reasoned ations," the report by the commis- director of tax and legal services at proposal of the plan by several bi-
they are-when circumstances dictate sion says Buck Consultants in Secaucus, N J partisan members of Congress

Let's hope that hospitals everywhere learn from this and Individuals would be able to se- If employers want workers to should help shift individual re-
that safety and secunty procedures in other Institutions and lect from a variety of funds similar continue to retire at 65, they will tirement accounts firmly in to the

busmesses are punctuated with the caveat that pohcies must to those provided to federal em- face the choice of increasing their mainstream, said Mr Schieber of
ployees through the Thrift Savings costs or reducing benefits, he said Watson Wyatt

be subject to common sense. Plan, the report says "From their point of view, there The individual accounts will en-

Publisher and Edttor:al Dtrector Kath?yn J. Mcintyre Also, individuals will be able to may be some negative aspects to sure that a substantial part of the
make a voluntary extra contribu- this plan," Mr Rumack said retirement funding is prepaid, and

and Ed;tor Paul D Winston write columns on alternate
tion of up to $2,000 a year Raising the retirement age could by investing in stocks, workers

weeks. To help reheve the burden on the cause problems for employers, may be able to enhance their re-
current system, the commission agreed Mark Ugoretz, president of tirement income, he said
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UpdatesSatellite have upheld these agreements, compames and their customers use
making them virtually ironclad, he a three-pronged approach to man-
noted "I wouldn't expect there aging their nsks Bear Stearns will appeal award

Continued from page l would be an awful lot of htigation Insurance is needed to recover the

maintained a fixed orbit 22,000 off of this," he said cost of a non-functioning satellite OAKLAND, Cahf -Bear Stearns Cos will appeal a $108 million
miles above Kansas, providing an Mr Richards said PanAmSat's or for lost business income A con- jury award in which the investment banking firm was found neghgent
excellent position to transmit sig- insurance is placed with a world- tingency plan is needed to restore for advice it gave Daisy Systems Corp m connection with its 1989 hos-
nals within the United States wide syndicate of 40 insurers, in- service and keep customers happy We takeover of Cadnetix Corp
PanAmSat is a subsidiary of Los cluding Assicurazioni Generah And service contracts should con- Bear Stearns will appeal the award to Federal District Judge D
Angeles-based Hughes Electronics SpA of Italy, AXA Space, a unit tam hold-harmless clauses that Lowell Jensen and, if unsuccessful, wlll seek a hearmg before the fed-
Corp, a unit of General Motors of AXA Re of Paris, Munich Rein- hmit habihty to only the lost service eral appellate court in San Francisco, said attorney James Lmn of Ok-
Corp of Detroit surance Co, Tokio Marine & Fire time, to avoid liability for cus- lahoma City-based Linn & Neville

Despite the widespread disrup- Insurance Co, United States Air- tomers' lost business PanAmSat The combined company, which was in the electronics design au-
tion the failure caused, contracts in craft Insurance Group of New had these type of contracts, he said tomation business, was forced mto Chapter 11 bankruptcy by bond-
the satellite and What paging holders m 1990 after it failed to meet revenue proiections The case
paging industries companies and was brought by the company's bankruptcy trustee
generally are individual cus- J Thomas Hannan Jr of San Francisco-based Lovitt & Hannan,

structured to Satellite service contracts with paging tomers can do is who represented the plaintiff, said despite Mountain View, Calif -
keep claims and put language in based Daisy's and Boulder, Colo -based Cadnetix's complementary
litigation to a companies generally take responsibility service contracts busmess products, the company failed because of its madequate capi-
-um

only for lost service time, according to that require sig- tal structure

"Every party nals to be rerout- The $108 milhon verdict against Bear Stearns was reached May 15
along the way lS Alden Richards of Space Machine Advisors. ed to other satel- after a six-week trlal m which the Jury found Bear Stearns to be 39%
responsible for lites or to differ- responsible for the failure and the company 61% responsible, said Mr
their own loss," ent companies m Lmn

Mr Richards the event of A Bear Stearns spokesman would not comment on Insurance cover-
said satelhte outages, age

Fred Landman, the president and York, and under'wnters in the Lon- Mr Tauber added Bigger compa-
CEO of PanAmSat, said in a news don market, Including Lloyd's of nies can negotiate contracts that Lincoln buys Aetna business
conference last week that he does London give them priority in the event of a
not anticipate any htigation involv- The policy is part of a $4 billion failure that forces a company to re- HARTFORD, Conn -Aetna Inc plans to sell its U S individual hfe
ing his company from the satellite multiyear program put in place last place service incrementally insurance portfoho to Fort Wayne, Ind -based Lincoln National Corp
failure year to cover launch and m-orbit The loss of the satellite was not for a cash pnce of $1 bilhon

The service contracts between the rlsks for the company's 23 present the first trouble wlth Galaxy IV In The deal, announced last week, would mean a transfer of $50 bilhon
satellite owner and pagmg compa- and future spacecraft a fihng with the Securities and Ex- in individual hfe insurance in force but does not include the Insurer's

nies, as well as those between the Mr Richards said that although change Commission on May 15, the group hfe plans
paging companies and their cus- satelhte failures are rare--less than company stated it was experiencing Aetna officials said domestic mdividual life insurance represents
tomers, generally state that they are 1% of orbiting satellites fail in any "anomalies" with the satellite that less than 5% of its total life customers and that the sale, which is sub-
responsible only for providing a year-this loss won't have an im- "are expected to shorten substan- lect to regulatory approvals, is part of an overall strategy to leave
credit for the lost service time, Mr pact on the soft market tially the useful life of the satellite slow-growing markets Sectors with more promise of expansion for
Richards said "It's one of the softest markets and to affect services" to some cus- Aetna mclude mvestment management and asset management in the

"I've seen very few agreements I've ever seen," said Mr Richards, a tomers defmed contnbution and annuity fields, the company said
that don't have that hmitation in 20-year veteran of the satellite in- As a result, the company was
it," said Mark Tauber, partner and surance business "There is too planning to replace the satellite be- KPMG settles with county
head of the communications group much capacity, and underwriters fore originally scheduled But the
at law firm Piper & Marbury LLP are falhng over each other" to write company said this trouble was un- NEW YORK-KPMG Peat Marwick LLP wnll pay $75 milhon to
m Washington business, he added related to the computer error that settle four lawsuits filed by Orange County, Cahf,and other Cahfor-

Court decisions over the years Mr Richards said the satellite rendered it useless Ell ma government units that participated in a failed investment pool ad-
ministered by the county

The suits had alleged that as Orange County's auditor, KPMG
Sharf said While attitudes might vary among should have detected the nsky investment strategy that led to the in-

Hines One of the most effective ways of diferent people and in drEferent vestment fund's 1994 collapse with nearly $17 billion in losses, ulti-
increasing that knowledge and parts of the country about what con- mately leading to the county's bankruptcy
bridging gaps among risk manage- stitutes fairness in hiring, an abillty "While we are glad to put this htigation behind us, we still find it ap-

Continued from page 2 ment, human resources and legal de- to demonstrate consistency m apply- palling to have to pay for a legal defense, and now a legal settlement,
Symposium was "Who's Talking to partments, however, is to form ing its employment guidelines will when we remain absolutely convinced that KPMG was and is without
Whom," with the session examining groups to talk through issues with an help a company deflect suggestions responsibility for Orange County's investment losses," KPMG said m
the increased risks associated with eye toward the loopholes m the orga- that it was unfair in a hiring deci- a statement

poor communication within an orga- nization, said Ehzabeth M Lindner, mon But, "given the legal and polltical climate in which we live and the
mzation as well as the potential ben- executive vp in charge of the Client Consistency also is key in address- inherent risks and uncertainties of litigation," the accounting firm
efits of routme sharing of informa- Services Group of Kemper Insurance mg such exposures as sexual harass- made a "business decision" to settle the suit, the statement said
tion among risk management, HR Cos and president and chief execu- ment, Mr Sharf said A KPMG spokesman would not comment on insurance but said the
and legal "Your best argument is, 'We are settlement "wlll not have a significant impact on the firm "

"What your job is as the risk man-  uniform and consistent 'There was a

ager is to protect the corporation's
'It's obvious the typical

polley, we dealt with it, we pollced Briefly noted
assets whether it's people, places or it,' " he said "You're never gomg to

thmgs," said Sandy Rimes, manager risk manager doesn't be able to deal with that rogue em- A U S Administrative Law Judge last week in Richmond, Va, up-
of benefits and nsk for Alberto Cul-

know what HR is doing,'
ployee all the time, but you can held the Consumer Product Safety Comrmssion's authority to recall 10

ver Co in Melrose Park, Ill show,'We have our house m order' " milhon installed Omega fire sprinklers manufactured by Landsdale,
Ms Rimes recalled that when she says James C. Sharf of Ms Rimes noted that human re- Pa -based Central Sprinkler Co In March, Central challenged the

first came to Alberto Culver, she sources information systems can be commission's right to recall the sprinklers (BI, March 9) and now
tried to estabhsh a relationship with Aon Consulting. valuable tools, helping identify is considermg appeallng the judge's ruling, a company spokesman
the human resources and legal de- workers comp "repeaters," for ex- said Beginning next month, the Ohio Bureau of Workers' Compen-
partments "only to be told that ample That Information is meaning- sation wtll send $2 billion in premium rebate checks to employers that
workers comp was not an issue for tive officer of Kemper Risk Manage- less, however, lf it isn't communlcat- buy workers comp coverage from the exclusive state fund The rebate
Alberto Culver They were more of a ment Services Inc in Long Grove, Ill ed with other departments, she is possible because of high mvestment yields, improved management
product hablhty company " "It seems hke a real simple solu- added and increased operating efficiency, bureau officials say They also re-

Then, m reviewing the company's tion, but I think it's communica- "The problem is, once you have it, duced rates an average of 6% for private employers The Internal
workers comp claims history, she tions," she said what are you going to do with it?" Revenue Service announced last week that employers tht must now
discovered years of open claims and That sort of communication Ms Rimes asked, adding that human report on Form W-2 prior year contributions to pension plans for em-
no one tracking them The result was among the departments can be a key resources had better be communi- ployees who missed work because of military leave will have the op-
a vast gap between the amount the step in preventrng the Various sorts catmg that information to legal and tion in the future of providing those employees with separate state-
company had reserved to pay claims of exposures that can emerge from risk management ments showmg the contributions Under the Uniformed Mihtary Ser-
and what she determined to be the "rogue employees," the panelists Descnbing herself as "passionate" vices Employment and Reemployment Rights Act of 1994, employees
actual exposure suggested about integrated care, Ms Lindner who miss work because of milltary obllgations must be allowed to

"That's the message I had to dehv- Ms Rimes suggested the first step noted that the commumcations m- make up the specified contnbutions to pension plans that they would
er to the stockholders," Ms Rimes m reducmg rogue employee-type ex- volved m those sorts of integrated have made had they been working durmg their time of duty The
said posures is attracting and employing programs can help reduce compa- Senate voted overwhelmingly last week to strip the tobacco settlement

But, as a result, the company people that fit a company's culture, mes' workers comp costs as well as bill of alllegal protections for cigarette makers The Senate is expect-
formed a team from various depart- and that effort can't be a function of the employees' lost time, suffermg ed to contmue debating the measure when it returns from its Memon-
ments to address the problem, a human resources alone and loss of morale al Day recess The highway spending bill considered by Congress
move that helped promote necessary Mr McCown offered a similar Kathryn J Mcintyre, pubhsher late last week Includes a provision that would encourage employers to
communications among legal, HR view and editorial director of Busmess In- provide tax-free mass transit benefits to employees An amendment
and rlsk management on other areas "The best way to keep from get- surance, moderated the symposium offered by Sen Daniel Patnck Moymhan, D-N Y, calls for changing
at Alberto Culver ting mto a lawsuit is to have some The Hmes Symposium was spon- existing law to allow employers to offer up to $100 a month, begmning

But, said James C Sharf, Vp In the good selection and screening poh- sored by the Chicago and Northeast- in 2002, as a pretax salary reduction to employees to defray the cost of
Human Resources Consulting Group cies," he said "Number one is get nd em Illinois Chapters of the Risk & using mass transit Florida businesses and insurers say they will
of Aon Consulting in Washington, of the person before you ever have Insurance Management Society Inc, contmue to seek tort reform despite Gov Lawton Chiles' recent veto
Ms Rimes "is really the exception to the problem Just don't bring them the Insurance School of Chicago and of such legislation The Democratic governor sided with trial attorneys
the rule " aboard " Busmess Insurance The annual and consumer groups in vetomg reforms that would have, among oth-

It's been pretty obvious to me The most important aspect map- event honors Harold H Hlnes Jr, er things, changed the state's doctrine of joint and several hability, set
that the typical risk manager is not plylng that sort of hiring approach, former president and chief executive a 12-year statute of repose for product hability and prohibited some
very knowledgeable about what the however, is consistency, the attorney office of Rolhns Burdick Hunter Co , punitive damages (BI, May 4)
HR side of the ship is doing," Mr stressed now Aon Group Inc
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Bi Insurance Index

Bigger isn't necessarily smarter 1,900

1,850

By MYRON M. PICOULT The nature of the beast is that they have not fortitude to walk away from deficiently pnced
Special to Business Insurance challenged the status quo Inevitably, this re- bumness 1,800

sults in some buyers being left out in the cold, One of the biggest problems smaller compa-

I
T IS NO SECRET that the pace of consoh- or treated in a manner that they consider to be nies have is relatively httle mvestor recognition 1,750
dation in the property/casualty industry unfair due in part to lack of exposure and to small
has been picking up and the probability is A second charactenstic has to do with being floats and/or capitalizations There are times 1,700

that its pace wlll increase given the top and identified with a certain group or a£finity-type when the capitalization question is mollified
bottom-line dificulties that many carners are relationship by anse in theprice of a particular secunty *r1,650

facmg This has become more evident as 1998 The third key charactenstic is that the inch- While we do not make hght of this situation,
first quarter results were released vidual or group that formed the insurance en- there are now more funds that focus on small- 1,600

As consolldation occurs, there are individu- tity knew where its mtended customers were er entities It should be noted that normally
als and groups that become disfranchised, dis- and understood how to find them Often, this is large companies were once small too In fact, 1,550
engaged, disillusioned or just plain dumped as turned mto a cost advantage, too What is key there are Instances where large companies be- 4/3 4/9 4n7 4/24 5n 5/8 5n 5 5/22
a result of the combmations/acquisitions We here is that "niche" and, to some extent, "spe- came smaller because their execution was
refer to this as the D-Factor We suspect that cialty" carners develop cost and service facets faulty

Base=100 on Dec 29,1978

Source Nordby International inc (nordby com) Boulder, Colo
more and more of these pods or Individuals are that are normally too great for the more tracil- In any event, we have found that there is a

hkely to find their way to the doorsteps of some tional and entrenched companies to match thread of consternation that runs through the r--

small to medium-sized carners These entities The keen technological edge harnessed by concerns about the ability of smaller carriers to
are more hkely to appreciate the slall sets and these entrepreneurs and their ability to effec- survive the onslaught of lumbos that see a mar- PCS catastrophe options
production potential Involved relative to the tively work their distribution prowess is worth keting opportunity and Just come barrellng in, L As ot May 22
company's overall book of busmess and the lt S weight m gold in today's msurance world to grab market share by cutting prices Call Pnce Call Pnce

spread bid/ask spread bid/ask

subsequent profitability The terms "mche" and "specialty" insurers More often than not, these lumbos disappear National Annual 1998 California Annual 1998

It should also be noted that we are assuming are clearly overworked phrases These titles are ma relatively short time frame, unbowed, but 40/60 55/80 40/60 14

that the camers successful at acquirmg these supposed to conjure up an image of something bruised and battered As a result, there are 60/80 30/65 150C 13/19

individuals wlll not be picking up dead wood, diferent or special Today, virtually every car- times when the lumbos seek to acquire the  100/120 10/5 0
but will provxie compensation packages (in- ner classifies itself as a specialty or niche car- smaller carriers that possess the attnbutes that i Southeastern September 1998 Western Annual 1998

40/60 26/33 40/60 22

cludlng bonus arrangements) that would ap- ner Indeed, since no one seemingly writes the larger camers have been unable to foster 80/100 19

peal to real entrepreneurs standard business, it must now be a specialty The smaller players clearly have to be nim- Northeastern September 1998 150C 14/19

In the world of insurance, a "niche" is basi- Maybe some codihcations such as "eclectic" or ble and fleet-footed This brings us to another 100/150 09/14 Eastern September 1998

cally a small segment of the total market where Just plain "smart" would suffice analogy The perception is that the httle guys 20/40 30/55

there is some commonallty The term "special- In any event, there are smaller insurance en- are at rlsk of bemg squashed by an elephant's 40/60 27/32

really refers to a new and perhaps unusual tities out there that have a sharp underwritmg foot Elephants move slowly However, the ht- Florida September 1998

40/60 12/24

and often relatively nsky undertaking Niche focus and flexible marketing schemes that are tle guys, assuming they are alert, can see a
insurance companies have several common able to acquire entrepreneurial partners/em- shadow Total volume 61 Total open interest 21,257

characteristics ployees These companies have also had the You ask "what if it is pitch black and there   Foiinformation on PCS cat options. call the Chicago Board of
are no shadows?" Our response is quite simple Trade at 312-435-3674

If size is all that matters, how come elephants  source Chicago Board of Trade

GM to appeal jury award don't rule the world? El

British Issues

Myron M P:coult :s a director and sen:or Price P/E Div Yield 52-week

DETROIT-General Motors Corp will the lack of a protective shield around the insurance analyst at Wasserste:n Peretta ' ' Companies pence pence % high-low
appeal a Florida Jury's award of $33 mil- rear-mounted gas tank allowed lt to be Secuntzes Inc in New York He Es the past
lion to the family of a 13-year-old boy punctured by the tongue of a trailer that president of the Assn of Insurance & Finan- Comml Union 1139 213 325 31 1300-630

killed in a 1991 when the gas tank of a slid beneath the car after the trailer cial Analysts and a Genl Accident 1440 112 375 36 1626-851

1983 Oldsmobile Cutlass Cruiser station broke loose from the truck towing it, slid member Of the New Gdn Royal Exch 397 57 12 1 31 495-257
Legal & Gen 690 17 6 12 7 23 785-400

wagon caught fire across several lanes of traffic and struck York Society of Secu-
Royal & Sun 681 16 5 22 8 35 825-440

General Motors said in a statement that the station wagon as it idled at a toll rzty Analysts An
allegations that cost considerations led it booth in Virginia archive of Mr P:-

Brokers
to relect design features that could have The ]ury awarded the boy's family $60 coutt's columns for
produced a safer fuel system "could not million but determined GM was only Business Insurance

Lmbrt Fenchurchl 17 82 84 90 138 101

be further from the truth " GM also not- 55% responsible for his death can be viewed on the
.1

Lloyd Thmpson 194 125 100 67 196-151

ed that the Hollywood, Fla, jury rejected GM contends that iury members were 3 World Wide Web at Sedgwick Grp 152 139 70 45 171-115

the plaintiffs' request for punitive dam- "obscured in their analysis by improper http //www busi- Willis Corroon 159 137 68 52 174116

ages evidentiary rulings throughout the trial " nessznsurance com/ Note Pnces are May 22 dosings, other numbels from May 21 
The Florida boy's parents alleged that -By Rodd Zolkos ticker/headlines html

Source Nonlby /ntemational /nc (nordby com) Boulder, Colo

Bi Industry Stock Report MAY 18, 1998, THROUGH MAY 22, 1998

Weekly Year to date 52 week Weekly Year to date 52 week Weekly Year to date 52 week

BROKERS Pnce % change % change High Low Vol(000) Pnce % change % change High Low Vol(000) Pnce % change %change High Low Vol (000)  
Aon Corp NYS 65.06 2.36 1098 68.19 46.38 886 ESG Re Limited NDQ 20.69 11.97 11 97 28.88 20.69 3752 RenaissanceRe Holcings Ud NYS 46.06 173 4.39 50.75 37.13 115

, E W Blanch Holdings Inc NYS 3750 169 8.89 38.75 2325 76 Enhance Financial Services NYS 6813 322 14.50 75.19 41 00 199 Risk Capital Holdings NDO 24.00 1.05 7.87 2550 18.25 79

Gallagher Arthur J & Co NYS 42.19 -030 22.50 46 56 31.25 88 Everest Reinsurance NYS 39.81 016 348 4525 32.25 537 RLI Corp NYS 5231 130 502 56.81 3050 135

 Hilb Rogal & Hamilton NYS 1800 2.49 680 1963 1388 59 Executive Risk Inc NYS 6625 140 510 75 75 4931 100 St Paul Companies NYS 43.25 2 40 5.41 47.19 34 81 2635 '

Kaye Group Inc NDO 681 283 2.83 900 4.75 4 EXEL Ltd NYS 76.19 2.52 2022 81.13 42 25 1103 SCOR NYS 6200 275 2984 6600 3888 13  1
Marsh & McLennan NYS 8831 0.36 1844 94.88 6400 1712 Fremont General Corp NYS 56.75 0.00 3.65 62.13 31 25 267 SAFECO Corp NDO 47.81 092 192 56 00 4200 3136

< Poe & Brown NYS 3600 2.67 21.01 39.38 19 56 25 Frontier Insurance Group NYS 2544 4 01 1120 39.25 20.00 586 SCPIE Holdings Inc NYS 38.38 4.96 3261 3838 2150 NA i

Sedgwick Group PLC NYS 1231 4.83 0.00 14.44 9.38 36 Gainsco Inc NYS 8.00 588 5.88 10.19 7.88 561 Seibels Bruce Group NDQ 7.38 0.00 1.67 8.94 663 227 i

willis Corroon Corp NYS 12.75 512 355 1519 9 75 178 General RE Corp NYS 221 50 -053 4.48 228.88 172.13 541 Selective Ins Group NDO 2625 141 278 2925 2188 126 1

BROKERS AVERAGE -002 8.80 Gryphon Holdings NDO 1763 000 5.22 19.38 1425 79 Terra Nova Insurance Co LId NYS 3038 104 1571 33.13 20 00 172

Hareysville Group NDO 2400 2.04 000 28.50 16.88 63 TIG Holdings NYS 23.44 260 2938 3656 23.31 726

INSURERSREINSURERS Hartford Steam Boiler NYS 6663 1.57 2072 6988 49.38 180 Tok,0 Marine & Fire NDO 51 50 2.08 10 82 66.00 41 25 151

ACE Ud NYS 3650 2.83 13 47 42.50 20 50 1800 HCC Insurance Holdings NYS 20.75 5.14 235 3269 1563 698 Torchmark Corp NYS 4506 198 681 4981 31.38 1424

Acceptance Insurance Cos NYS 23.00 134 4.91 2863 2000 275 ING Groep N V NYS 69.13 564 63 37 6981 38.88 238 Transattantic Holdings NYS 75.56 1.60 5.68 7844 57.38 87

AEGON N V NYS 15038 9.76 67.78 150 38 6806 185 IPC Holdings Ltd NDO 30.88 -040 4.08 3325 25.00 88 Travelers Property Casualty NYS 40.63 383 -767 46.06 34.88 1468

Aetna Life & Casualty NYS 8063 4.28 14.26 11813 6631 3415 Hartford Financial Services NYS 11169 153 1937 11688 75.13 781 Travelers Corp NYS 63.13 080 1717 7350 3550 15189

AFLAC Inc NYS 65.75 4.09 2861 6900 4425 951 LaSalle Re Holdings Ltd NYS 3694 3.87 4.42 42.94 27.25 339 Trenwick Group Inc NDO 37.69 325 0.17 41.75 32.13 56

Allied Group Inc NYS 41.38 49.10 4454 4388 24.19 2743 Lite Re Corp NYS 73.75 243 13.14 77.44 40.88 247 Unto American Com NDO 1588 0.40 2959 18.13 975 81

Allstate Corp NYS 96.88 0 71 7.04 100.25 69.00 4304 Lincoln National NYS 9000 1.37 1520 94.13 58.38 918 United Fire & Casualy NDQ 39.00 016 11.86 47 00 36.00 7

> AMBAC Indemnity Corp NYS 55.44 000 20.52 61.00 36.00 1543 MAIC Holdings Inc NYS 27.50 157 267 30.38 1756 49 Unitrin NDO 69.00 4.99 6 77 7413 52 00 710

American Bankers Ins NDO 60.25 -0.82 31.16 6606 2700 715 Markel Corp NYS 167.25 364 7.13 177 50 115 75 19 UNUM Corp NYS 5694 066 471 5963 38.75 1524

American Financial Group NYS 44.50 3.19 10.39 4925 34.56 618 MBIA Insurance Group NYS 7400 2.60 1076 80.94 51.50 1027 vesta Insurance Co NYS 54.19 159 874 6475 4225 123

} American General NYS 69.06 1.66 27.75 6975 4338 1849 Meadowbrook Insur Group NYS 3088 1.79 18.47 3500 21.88 10 Zenith National Ins NYS 28.75 -0.43 1165 3050 24.50 41

American Heritage Life Ins NYS 21.44 2.56 19.10 2500 1338 108 Mid Ocean Lid NYS 77.31 2.57 4251 81.63 44.50 215 INSURERS/REINSURERS AVERAGE 0.44 11. 11

American Indemnity/Fin I NDQ 1200 3.03 1351 1550 950 6 MMI Cos Inc NYS 21.69 058 1368 27.88 2075 56

American International NYS 127.19 169 1695 14031 86 75 3913 Mutual Aisk Mgmt Ltd NYS 34.75 128 16.08 36 75 1913 461 HEALTH MAINTENANCE ORGANIZATIONS

Argonaut Group NDO 32.88 4.01 2.95 38.13 26.75 90 NAC Re Corp NYS 47.00 0.67 371 5381 3950 294 Foundation Health Sisterns k NYS 3044 4.70 36.80 33 94 22.06 1029

AXA UAP Group NYS 5969 291 53.04 62.63 2925 119 Navigators Group NDO 1800 0.00 4.16 22.50 1675 58 Humanalnc NYS 2606 2.34 2560 28.06 18.44 3509

Baldwin & Lyons Inc NDO 2244 651 6.99 2875 1750 9 Nobel Insurance Ltd NDO 13.19 0.47 048 1538 12.13 13 Oxford Health Plans NDO 17.13 9.27 1004 89.00 13.75 4364

Berkley W R Corp NDO 48.31 091 10.11 49.88 34.13 215 NYMagic Inc NYS 2994 645 8.62 34.25 1900 16 Pacificare Health Sys NDO 76.13 8 21 51 49 83 88 46 75 211

Berkshire Hathaway Inc NYS 7120000 3.78 54 78 74600 00 30000 00 1 Ohio Casualty Corp NDO 49.00 101 9.80 51 75 39.69 260 Safeguard Health Enter NDO 7.13 1364 47.22 1488 7.13 34

2 Capital RE Corporation NYS 75.00 -008 20.85 77.44 4325 180 Old Republic Int I NYS 29.19 241 17.73 32.25 1894 1154 Sierra Health Services NYS 36.19 035 7.62 41.63 2938 201

Capitol Transamerica Corp NAS 20.69 1.49 2.93 28.13 1900 55 Orion Capital Corp NYS 5544 0.68 1938 57.75 33.00 306 United Healthcare Corp NYS 6631 569 33.46 7394 42.44 4647

Centris Group Inc NYS 13.63 446 22.13 1481 913 420 Partner Re Ltd NYS 5200 5.45 12.13 52.50 30.75 727 Wellpoint Health Networks NYS 6525 992 54 44 7350 3863 2510

Chartwell Re NYS 29.50 1.26 1259 36.25 2638 91 Penn America Group Inc NDO 18.25 458 10.98 2300 1363 150 HMOs AVERAGE 668 21 53

Chubb Corp NYS 76.94 123 1.74 8344 5875 2334 Pennsylvania Manufacturer s Co NDO 19 88 3.92 1866 1988 1625 185 ALL COMPANIES AVERAGE 2.09 1381

CIGNA Corp NYS 70.00 129 21.83 71.75 45.63 1636 Philadelphia Cons Holding NDO 2350 -053 32.39 24.38 1550 194

CNA Financial Corp NYS 153.19 510 1991 15994 10113 137 PXRE Corp NYS 31.06 4.60 6.40 3525 26.63 94

CNA Surety NYS 1606 0.39 4.05 1675 1288 43 Reliance Group Holdings NYS 17 56 1 81 2434 19.13 1088 1262

EMC Insurance Group Inc NDO 15 25 0.83 1509 1588 1188 42 Rellastar Anancial Corp NYS 4350 0.43 5 61 49.94 3100 970

Top advancing issues. Allied Group Inc , AEGON N.V, ING Groep N.V Leading decliners Safeguard Health Enter , ESG Re Ltd , Wellpoint Health Networks Most active issue Travelers Corp The B/ Index fell 0 3%, the Dow Jones 30 Industrials gained
0 2%, the S&P 500 increased 0 2% and the NYSE Composite gained 01% Average P/E Brokers, 18 3, Insurers/reinsurers, 19 2, HMOs, 22 6

Source Nordby international inc (nordby com), Boulder, Colo
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