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Superfund reform
on a smaller scale

House bill would exem pt minor polluters
By MARK A. HOFMANN

WASHINGTON-A narrow Superfund reform
bill that would generally exempt from liability
parties that dumped very small amounts of haz-
ardous material at waste sites is

drawing praise-even from 9
groups that have usually opposed
liability carve-outs. .A

That's in large part because the
measure would likely have a very
limited impact. Even its chief
sponsor has said the bill, the
Small Business Liability Relief
Act of 2001, falls far short of the
type of Superfund reform he has
supported in the past.

While the bill may be limited,
reform supporters are concerned
that its passage would not pre- •-- *
clude consideration of more

meaningful reform, particularly if r «r· -
Congress attempts to re-institute , r '*
special Superfund taxes. ./fkh-/.27

"We don't have any problems; the bill is an im-
provement over the current Superfund program.
We would just hope that this will not prevent
additional review of the Superfund program,"
said Kenneth Schloman, Washington counsel for

the Alliance of American Insurers.

Under the bill-which the

House unanimously approved by a
vote of 419-0 on May 22-any size
company that disposed of less
than 110 gallons or less than 200
pounds of material containing

. hazardous waste at a Superfund
' site would be exempt from

cleanup costs. Under the measure,
only disposals that occurred be-
fore April 1, 2001, would be ex-
empt. The ex6mption would not

» . apply to criminal dumping or to
situations where the material, no

4 matter how small, contributed
, "significantly" to the cost of the

cleanup.
4 See Superfund on page 25

Legal, legislative threats loom

HMOs in hostile territory
By MICHAEL PRINCE

Challenges to how health
maintenance organization oper-
ate already have resulted in
changes in managed care plans'
practices, and more changes are
likely in the future.

The ongoing assault on
HMOs-from a class-action

lawsuit in federal court in Flori-

da to patient rights legislation
in Congress-has deterred many
HMOs from implementing new
cost-control measures, for fear

of further antagonizing their
opponents, said Helen Darling,
senior consultant with Watson

Wyatt Worldwide in Stamford,
05Nn.

"They have a corrosive effect
on the plans' collective enthusi-
asm for doing anything," Ms.
Darling said.

01

The result, health care experts
say, could be fewer cost con-
trols, leading to increased
spending by employers on man-
aged care plans.

The current hostile environ-

ment also has forced HMOs to

alter their financial arrange-
ments with medical providers,
said Ken Jacobsen, national

health practice leader for The
Segal Co. in Atlanta.

"The HMOs have to back off,"

Mr. Jacobsen said. "They've
been less diligent in how they
hold providers accountable."

Specifically, Mr. Jacobsen
said that HMOs have: curtailed

incentive arrangements that
give providers a bonus for keep-
ing costs below a certain figure;
cut back on capitation contracts
with providers; and reduced the
number of procedures that re-
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quire physicians to obtain pre-
certification from the HMOs.

The multiple attacks on
HMOs, with the class-action
lawsuits as a leading pressure
point, are "dramatically shifting
the future of the HMO and man-

aged care industry," he said.
While this may make some

plan members happy, Mr. Ja-
cobsen said. fewer restrictions

on physician behavior will mean
costlier treatment, driving up
health care expenses for em-
ployers. And employers, in turn,
will pass along some of this
higher cost to their employees.

But any changes thus far in
how the managed care industry
operates could pale in compari-
son to what might happen if the
HMOs lose the lawsuits or agree
to a big settlement. In that case,

See HMOS on page 26

Firmer P/C pricing
drives up profits
in 1st quarter page 3

UPDATES-
N.Y. pulls Midland plan
amid creditor concerns
NEW YORK-The New York Insurance

Department has withdrawn a proposed
runoff reinsurance deal intended to speed
the liquidation of the long-defunct Midland
Insurance Co.

In a letter to a New York state judge over-
seeing the liquidation, New York Special
Deputy Superintendent Joseph Termini said
the Insurance Department has terminated

See Updates on net page
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U.S. Congress
again targeting

ermuda taxes
By DOUGLAS McLEOD

WASHINGTON-Captive insurance company owners are
lining up with several international insurers to attack pro-
posed legislation that would raise taxes on U.S. underwriters
that reinsure business with offshore affiliates.

The legislation, H.R. 1755, in:roduced earlier this month,
would deny U.S. insurance companies deductions for reinsur-
ance premiums ceded to non-U.S. affiliates in low-tax juris-
dictions such as Bermuda. Backed by Chubb Corp., Hartford
Financial Services Group Inc., Liberty Mutual Insurance Co.
and others, the bill would close an alleged tax loophole that its
supporters say gives offshore insurance holding companies an
unfair competitive advantage over U.S.-based rivals.

The Captive Insurance Cos. Assn. has joined Bermuda and
European insurers and others, though, in blasting the bill,
sponsored by Reps. Nancy Johnson, R-Conn., and Richard
Neal, D-Mass.

"What is especially unbelievable is that companies which
were at the forefront of opening insurance markets in other
countries to the U.S. industry now want to take a protectionist
view when their open markets and profits are at stake," CICA
President Carl A. Modecki said in a statement.

Raising taxes for foreign affiliate reinsurance would force
companies based outside the United States to hike the price of

See Offshore on page 27
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• A federal appeals court ruled that a Continued from prevwus page Excess casualty rates increased 10% to 20% for
group of employees can proceed with a the proposed deal with Berkshire Hathaway's good nsks and by more than 100% for some poor r==- 97 - 2* 2 -R<J--V-F-t-*--1
lawsuit claiming that AT&T and two other National Indemnity Co Inc. unit. New York risks, the report said "Capacity has decreased A
companies conspired to restrict their regulators proposed the runoff plan in February. somewhat since the January renewals and can be I
pension benefits. PAGE 4 State Supreme Court Justice Martin Shoenfeld expected to decrease further over the course of the [ 2 - -- -

agreed earher thts month, though, to hear a request year," the report said Directors and officers hability
from several Midland creditors for more rates increased 10% to 20% for accounta with no

information about the deal, and delayed any or mmimal losses Accounts with signtficant losses
approval of the plan unttl September (BI, May 21). were handed rate mcreases of 25% to 50%, the• Panelists at the
After the New York department protested, Judge report said. Marsh's "Insurance Market Update"Harold H. Hines Jr.
Shoenfeld scheduled a hearing on whether to can be found at www marsh com, ---

Memorial Symposium postpone ruling on the plan pending discovery PHOTO GETTY

agreed on one thing: efforts by creditors He refused, though, to remstate  401(K) CASHOUTS COSTLY Participants in Ford launched a massive new tire recall.that a patients' bill of a June 11 date for ruling on the plan itself "Given 401(k) plans who change Jobs are unnecessanly
rights will be passedf the above circumstances, the proposal has been, m paying bilhons of dollars in taxes and penalties by
in this term. PAGE 6 effect, defeated," Mr. Termini said in his letter to taking account balances m cash rather than keeptng © FORD RECALL UNINSURED Ford Motor

the iudge "Accordingly, the agreements set forth in the money in the plan or rolltng over the funds into Co does not have product recall coverage for ltS
the proposal for approval have been terminated " A an individual retirement account or their new recent recall of the 13 milhon remaining Firestone
lawyer for the creditors--which mclude ASARCO employer's 401(k) plan, according to a recent study Wilderness AT tires on its vehdes The Dearborn,
Inc, Elt Lilly & Co, Owens Cornmg and the The study by Putnam Investments, the Boston- Mich.-b:sed automotive manufacturer will take a
Transit Casualty Co. receivership-expressed based mutual fund arm of Marsh & McI«ennan charge d $2.1 bilhon w the second quarter to cover

• The modest reform of Superfund surprise about the Insurance Department action Cos. Inc, found that about 30% of job changers the costs of replactng the tires, a Ford spokesman
recently passed by the House is a step in "We cild not set out to lall the proposal We were took a cash payment from their plan rather than said Ford wtll replace twice as many ttres as it did
the right direction, this week's editorial simply seeking the mformation needed to assess keeping money in the plan or rolling it over to following the recall by Bridgestone/Firestone Inc
says. PAGE 8 whether or not it fairly compensated creditors," another plan or IRA. Funds taken out of 401(k) last August of several models of its tires The

said Neil K. Roman, an attorney with the plans before age 59% are subject to regular mcome automaker reported that it is working with major
Washington firm of Covmgton & Burting «The taxes, plus a 10% penalty tax. In addition, the tlre marufacturers other than Bridgestone to
fact that the supenntendent has elected to withdraw withdrawn funds lose their ability to eam tax- expand the supply of replacement tires as rapidly as
the proposal rather than to provide information deferred interest. In all, Putnam estimates, 401(k) possible. Nashville-based Bridgestone announced
that would allow creditors.to evaluate it may plan pamcipants who change jobs pay anywhere last wee< that it is termmating its longtime

4

suggest something about the merits of the from $71 bilhon to $8.3 billion m taxes and relationship as a suppher of tires to Ford
proposal," Mr Roman added Under the penalties, which they could avoid by keeptng the
remsurance deal, National Indemniq would have money m the plan or rolhng it mto an IRA or thar  lilli EXECS' ASSETS FROZEN The Australian
guaranteed a dividend to creditors of 32% on new employer's 401(k) plan. Many benefit Secunttes and Investments Commission is freezing
allowed claims up to an aggregate limit ot $2 billion consultants say employers need to do a better lobof the assets of three former directors and officers of
of allowed clatms, equating to a total payout of educating employees on the tax consequences of msurer KIH Insurance Ltd, which is reportedly
$640 milhon National Indemnity would have taking money out of 401(k) and other savings plans msolvent by up to $4 0 billion Australian ($2 12
received all of Midland's assets, which consist before retirement. bilhon) The ASIC obtained court orders last week
largely of remsurance recoverables Mtdland to freeze the assets of former HIH Chief Executive
reported $690 million in assets and $147 bllbon m *fl Officer Lay Williams, former Chief Financial
habillttes as of Sept 30,2000 The payments from ..2.- Offer Dominic Fodera, and former Director

• The growth 01 401(k) plans, the impact National Indemnity would have been the first
of baby boomers nearing retirement and

Rodney Alder, an Austrahan businessman "ASIC
distribution to Midland creditors since the msurer sought these protective orders as an tnterim step m

how employers are coping with collapsed m 1986  its broad Investigation mto the collapse of HIH," an
retirement in a tight labor market are ASIC statement said. The statement did not

among the stones covered in this week's I OWENS CORNING TO APPEAL Owens Coming ,< .v;41.--44 elaborate on why these individuals were singled out
will appeal the dismissal of its lawsuit seekingSpotlight Report on Pension/Retirement The court move came one day before the

Plans. PAGE 10 reimbursement from the tobacco mdustry for  provision,1 hquidator of HIH, KPMG Australia
amounts the company paid to treat workers with partner Tony McGrath, reportedly told the
asbestos-related health problems Jefferson County Austrahar government that HIH was insolvent by
Circuit Court Judge Lamar Pickard dismissed PHOTO NOAA between 32 7 billion Australian and $4 billion

Owens Coming's suit last Austrahan ($143 billion and $2 12 bilhon) Thef«.LE....., Thursday, rullng that the  110RMAL' HURRICANE FORECAST This year's Austrahar government ts launching mqutries into
company was prohibited by Atlantic humcane season 15 unhkely to set any how and why Sydney, Australta-based HIH
a MISsissippi law that records for storm activity, accordlng to predictions collapsed so rapidly earher this year (see story, pagem prohibits recoery for an by officials of the National Oceamc and 21)
indirect miury Owens Atmospheric Admimstration. NOAA predicts five
Cornmg, which filed for to seven humcanes durtng the season, which I BRIEFLY NOTED The federal Consumer
bankruptcy protection last officially runs from June 1 to Nov. 30. That would Product Sa fety Commission is suing Wai-Mart
fall, claimed many workers be short of last year's eight humcanes and m the Stores Inc for tadmg to report 41 Injuries caused by

• The Australian government is with asbestos-related health problems were also range regarded as normal. NOAA's forecast 15 home exercise equipment manufactured by Icon
establishing a royal commission to smokers and their m}unes were caused, at least m consistent with a torecast released April 6 by Health & Fitness Inc, of Logan, Utah More than
investigate regulatory adequacy m the part, by tobacco The suit did not seek a specific Wilham Gray of Colorado State University m Fort half the incidents, which began m 1996, occurred m
wake of the collapse of HIH damage amount Owens Commg will appeal to Collins, Mr. Gray, one of the nation's best-knowri Wal-Mart stores while customers were trying out
Insurance. PAGE 21 the Mississippi Supreme Court. said a humcane forecasters, currently is predicting six the equipnent, accordmg to the CPSC The suit

spokeswoman for the Toledo, Ohio-based humcanes His team w,11 issue an updated forecast represents rhe first tlmethe government has sued a
company Tobacco manufacturers welcomed the June 7 According to NOAA, one or two humcanes retailer for failing to report product-related miuries

DEPARTMENTS - ru]Ing "This ruhng in Mississippi is a senous blow typiCally make landfall m the United States during The CPSC seeks $45 million in damages each from
to attempts by several other asbestos manufacturers seasons with normal humcane #Ctlvlly Wal-Mart and Icon Wai-Mart has maintained it

Advertiser Index. 24 who have filed similar suits in Jefferson County," was under 70 obtlgation to report the Injunes . First
Classifteds 22 Jeff Raborn, attorney for Brown & Wimamson  EXXON TO APPEAL AWARD Exxon Mobil Health Group Corp., a managed health care
Commentary . . .25 Tobacco Corp, said m a statement Corp. wlll appeal a $1.06 bilhon Louisiana court company, will expand its size and reach through the
Directory of 401(k) managers 16 Jury award stemmlng from radioactive pollution ot acquisition of CCN Managed Care Inc, a group
Errors & Omissions . 6 I, RATES STILL UP: MARSH Insurar.ce rates a site used to dean the corporation's 011 field pipes health and workers compensation managed care
Global Briefs . . 21 increased across the board at Aprt| 1 renewals, since the 19405 The award, made to a local judge company Downers Grove, Ill -based First Health
Insurance Services Guide 20 continuing a broad-based hardenmg in the and his family who owned the land, comprises $56 said it would acquire CCN from Nashville, Tenn -
International . 21 commercial msurance marketi according to Marsh milhon m remediation costs and $1 bilhon m based HCA Healthcare m a cash deal valued at
Letters . . . 8 Inc In an update to its "Market Review and punitive damages. At trial in the Orleans Civil $195 mlition .South Aftican broker Alexander
Opinions . .. .. .. 8 Forecast," the New York-based brokerage said that District Court, Exxon contended that the Forirs Ltd. has reported strong growth for thelk
Products & Services . . . 20 mstirers continued to hike rates man effort to boost radioactivity at nearly all of the site did not exceed that ended March 31 Operating profit at
Ticker.

.. . . 27 their still-depressed financial results Property rates normally occurring levels and that the cleanup Alexander Forbes-the world's eighth-largest
saw mcreases that averaged 20% to 25% at Aprd would not cost more than $50,000 Exxon also insurance iroker m Busmess Insurance's 2000

Busmess Insurance (ISSN 0007-6864) Vol 35, No 22, ,s pub. 1, according to Marsh And 15% ot renewIng contended that its previous offers to clean up the rankmg-rose by 44% over the pnor year to 506
lished weekly by Crain Communications Inc, 740 N Rush St, pohcyholders faced rate mcreases of more than property had been declined by the owners. "Exxon million rand ($62 9 mtillon) Revenues improved by
Chicago. 111 60611-2590 Periodicals postage ts paid at Chica- 50%. In addition, "some programs have gaps, a Mobil has always been fully prepared and wdhng to 33% to 3 07 bilhon rand ($381 9 million) mgo and at addmonal mailing offices POSTMASTER Send ad-
dress changes to Business insurance, Circulation Department, new phenomenon," the brokerage reported remediate the Grefer property and even hired
965 E Jefferson Ave , Detroit, Mich 48207 $4 a copy and $95 Pnmary casualty rates increased 10% to 20% for experts to conduct an assessment as to the scope I To get Ireakmg nem as It occurs, visit mi*
ayearmUS $114 in Canada and Mexico (Includes GST) All pohcyholders with good to moderate loss records, and cost of remediation lf, in fact, this action was neSS //18#Mange': /Poe OW/ne Updates at mm.
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About 2,000 foals in Kentucky have been stricken with a
mysterious illness that is devastating breeders in the state.
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Most Kentucky breeders
uninsured for foal losses

By MEG FLETCHER

Owners of champion horses and
Kentucky breeders whose mares
have been losing foals and fetuses in
unprecedented numbers because of
a mysterious malady this year are
learning some risk management
lessons the hard way.

One of the most serious is the

repercussions of not buying insur-
ance.

"The vast majority of losses"-
which are estimated at up to $200
million-are uninsured or self-in-

sured, said Rodes Shackelford
"Shack" Parrish, president of the
Clay Ward Agency Inc. in Paris, Ky.

The greatest immediate loss is

Rising insurance rates
lift fir*quarter fortunes

By JUDY GREENWALD

lie suts

Double-digit price increases
are beginning to work their way
down to the bottom

lines of the major
commercial proper-
ty/casualty insurers.
, And with many in-
surers facing a long
road to recovery from
the prolonged soft
market, buyers can I
expect rates hikes to --
continue rising for at
least the near future,

if not into next year. insurers
and analysts say.

The 15 insurers surveyed by
Business Insurance that report
net income posted earnings of
$2.42 billion in the first quarter,
a 15.6% decline compared with
the year-earlier period. If

SAFECO Corp.'s $882.8 million
loss is excluded, though, the re-
maining insurers reported a
16.3% increase in net income to

$3.31 billion.
"I think we're

=- - going to see very,
very strong pric-
ing increases con-
tinue-double

digit-and the

only question is
 how high that

gets, because the
workers comp re-
sults and the

property results are still terri-
ble," said Judy Blades, execu-
tive vp for business insurance at
The Hartford Financial Services

Group Inc.
"I think there's still room for

more acceleration in pricing,"
said Gary Ransom, senior vp at

Hartford, Conn.-based Conning
& Co. "But to the extent that,

let's say, we're in the 12%-15%
range right now, that may get
into the 15%-18% range, but I
don't think it's going to be much
more than that."

Higher reinsurance costs will
help keep up pressure on insur-
ers to continue rate hikes, Mr.
Ransom said. "There's also some

signs that inflation could be
picking up and driving up
claims costs, which would also

perpetuate rate increases," he
added.

Offsetting those factors, how-
ever, is the industry's abun-
dance of capital, "so once rate
increases start getting too big,
there's plenty of companies with
dry powder willing to go back
in" and write business at lower

See ReSUltS on page 24

Coverage for losses uncertain

Mold concerns growing
By ROBERTO CENICEROS

Mold-that seemingly innocuous furry stuff
that crops up in damp spots-has begun to grab
the attention of risk managers, insurers and at-
torneys as worries about possible health issues

- MIDC j
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Deterioration of the structure of this high school
in Sandstone, Minn., has resulted in mold prob-
lems inside the building.

increase.

The topic of potentially dangerous molds has
been prominent in the media of late, with con-
cerns growing that so-called 'toxic molds" may
be responsible for a wide range of ailments, in-
cluding coughs, rashes and: in some extreme
cases, brain damage. Such concerns could pro-
vide fertile ground for suits alleging injuries re-
lated to molds in the workplace, at home and in
businesses serving the public.

Mold-related property and liability claims
are on the rise, insurers say. Many claims may
not be covered, though, as damages from mold
and fungus are generally excluded under prop-
erty policies. Some insurers, however, are re-
sponding to the situation by providing remedi-
ation services designed to stop potential mold-
related health problems from arising, while
others are working to prevent mold develop-
ment in the wake of events such as fire sprin-
kler leaks.

Most mold-related complaints and claims so
far have involved homeowners and the resi-

dents of apartment and condominium build-
ings, insurers say. The majority of cases have
occurred in the Southern United States, where
the heat and humidity contribute to the growth

See Mold on page 26

stallion owners' forfeiture of the in-

come from breeding their horses, be-
cause most arrangements guarantee
the birth of a live foal that will

stand and nurse. In addition, some

mare owners, especially those with-
out guaranteed birth contracts, buy
"barrenness" coverage and "pro-
spective foal coverage," as needed.

The losses this year, though, may
be reduced through prompt rebreed-
ing and, potentially, by higher year-
ling prices at future auctions due to
the scarcity of foals.

In addition, the racing industry is
planning to seek congressional ap-
proval for low-cost loans to help
small horse farms.

Kentucky's central Bluegrass Re-

gion, named for the dusty blue grass
that grows in the state's limestone-
rich soils, has been especially affect-
ed by the mysterious disease that
has stymied scientists and re-
searchers affiliated with the Univer-

sity of Kentucky.
Researchers trying to track down

the source of the disease are now fo-

cusing on an infestation earlier this
spring of a cherry tree-loving tent
caterpillar, after unsuccessfully
pursuing pasture-related theories
about toxin-producing fungi that
spread through unusual climatic
conditions.

The so-called Mare Reproductive
Loss Syndrome, which is character-

See FOalS on page 24
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Jeffords' switch
to influence course

of patient rights bill
By JERRY GEISEL

WASHINGTON-Few leg-
islative proposals are likely
to see their fortunes change
as dramatically as patient
protection legislation in the
wake of Vermont Sen. James

Jeffords' decision last week

to quit the Republican Party
and become an Independent.

As a result of Sen. Jeffords'

move, the Senate will be

made up of 50 Democrats, 49
Republicans and one Inde-
pendent. Democrats will re-
gain control of the Senate for
the first time since 1994.

That shift will give Demo-
crats control of Senate com-

mittees, as well as the Sen-

ate's agenda.
The patient protection leg-

islation falls under the juris-
diction of the Health, Educa-
tion, Labor and Pensions
Committee, which Sen. Jef-
fords had chaired. But the

HELP Committee will now

be headed by Sen. Edward
Kennedy, D-Mass.

Unlike Sen. Jeffords, who

had only mild interest in the
issue, Sen. Kennedy is pas-
sionate about patient rights
legislation. Sen. Kennedy has
long fought for such legisla-
tion, championing proposals
that would dramatically ex-
pand the liability of health
plans and employers for cov-
erage decisions.

According to James Klein,
president of the American
Benefits Council in Washing-
ton, the starting point for a
patient rights bill will now
be proposals backed by Sen.
Kennedy, rather than Bush
administration proposals.

Similarly, now that the
Democrats have regained
control, patient protection
legislation likely will become
much more of a priority in
the Senate than when Repub-
licans were in charge. Last
year, patient protection leg-
islation died, at least in part,
because Senate Republican
leaders lacked interest in

See Jeffords on page 25
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Court asked to revisit pension rights decision
By MARK A. HOFMANN

MORRISTOWN, N.J-Both sides
in a complex pension rights dispute
want a federal appeals court to re-
consider its ruling that AT&T Corp.
and other companies infringed on
employees' rights under federal law
during a corporate spinoff.

A three-judge panel of the 3rd
U.S. Circuit Court of Appeals in
Philadelphia decided last month
that the employees could proceed
with their claim that AT&T and two

other companies conspired to re-
strict their pension benefits, in viola-
tion of the Employee Retirement In-
come Security Act.

The case, Kurt H Eichorn et al. vs.

i ed

AT&T Colp., Lucent Technologies
Inc. and Texas Pacijic Gfoup, arises
from Basking Ridge, N.J.-based
AT&T's 1995 decision to sell its

Paradyne Corp. affiliate. According
to the April 23 decision, AT&T put
restrictions on the ability of Para-
dyne employees to transfer to other
AT&T divisions. No employee who
voluntarily left Paradyne could be
hired by any other AT&T unit, be-
cause AT&T regarded Paradyne's
employees as that company's most
marketable asset, according to court
papers.

AT&T then reorganized its opera-
tions, with Paradyne becoming part
of spun-off Lucent Technologies
Inc., which in turn sold the unit to

Fort Worth, Texas-based Texas Pa-

cific Group in July 1996. "Before
closing, Lucent agreed. on behalf of
itself and other forrner AT&T affili_

r

ates, that it would not hire, rehire,

retain or solicit the seivices of any
Paradyne employee or consultant
whose annual income exceeded

$50,000," according to the decision.
After the deal was closed, the parties
agreed that the no-hire provision
would last eight months.

This provision "has the practical
effect of canceling the Paradyne em-
ployee's accrued pension benefits
under their former AT&T pension
plans," according to the decision.
"Under the AT&T pension plan,
employees were entitled to'bridging
rights' which allowed them to retain
their level of accrued pension bene-
fits if they left AT&T and returned
within six months. After six months,
the bridging rights expired. Em-
ployees rehired after the six-month
period would need five years of em-
ployment to regain their previous

• excess workers' compensation

• self-insured associations

• loss portfolio transfers

• deductibles starting at $250,000 per occurrence
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pension levels. Because the (post-
closing agreement) barred Paradyne
employees from returning to an
AT&T mffiliate for eight months,
these employees automatically lost
the bridging rights they had ae-
quired under their AT&T pension,"
according to the decision.

Texas Pacific, meanwhile, had
himd an outside consultant to deter-

mine the benefit package that would
be offered the Paradyne employees.
The consultant, working with Para-
dyne's vp of human resources, rec-
ommended that Texas Pacific could

not offer the employees the same
pension benefits they had with
AT&T if it wished to remain finan-

cially competitive. As a result, Texas
Pacific decided not to offer a defined

benefit plan.
A group of former Paradyne em-

ployees sued AT&T, Lucent and<
Texas Pacific. They alleged viola-
tions of the Sherman Antitrust Act,

including "engaging in an illegal
price-fixing scheme" by conspiring
to eliminate the former employees'
pension benefits, according to the
decision. "Furthermore, they allege
that the no-hire agreement, which
effectively canceled Paradyne em-
ployees' bridging rights under their
AT&T pensions," violated Section
510 of ERISA.

Section 510 makes it unlawful for

anyone to "discharge, fine, suspend,
expel, discipline or discriminate
against a participant or beneficiary
for exercising any right to which he
is entitled under the provisions of
the employee benefit plan" in ordel
to interfere "with the attainment of,

any right to which such participant
may become entitled under the!
plan."

The U.S. District Court for the

District of New Jersey granted sum-
mary judgment for the defendants,
prompting the plaintiffs to appeal to
the 3rd Circuit. A three-judge panel
upheld the lower court on all counts
except the ERISA charge. "Because
we hold plaintiffs have submitted
sufficient prima facie evidence to
support their ERISA S 510 claim,"
the lower court should allow them

additional discovery to pursue pos-
sible class certification, the three-

judge appeals court panel held. The3
remanded the case back to the dis-

trict court.

The judges' action satisfied neit
ther side. The plaintiffs attorney-n
Noel Crowley of the Morristown;
N.J.,law firm Crowley & Crowley-
has petitioned for an en banc re-
hearing of the case by the full 3rd
Circuit on the antitrust counts. He

called the limited pro-plaintiff deci-
sion "kind of a wake up" for corpo-
rations engaged in merger and ac-
quisition activity that they cannot
ignore ERISA pension rights.

Jonathan Hill, an attorney with
Pitney, Hardin, Kipp & Szuch id
Morristown, who represented both
AT&T and Lucent in the case, had
also filed a motion for reargument)
Although Mr. Hill declined to specu-
late on what wider impact-if any«
the case might have, he said, "we be-
lieve with that the court, with re-

spect to the ERISA, misunderstood
the facts."

The 3rd Circuit has not decided

whether it will rehear the case.

.

Kurt H. Eichom et al us. AT&T

Com; Lucent Technologies Inc. and
Texas Pacific Group, 3rd US. Cir-
cuit Court of Appeal, No. 99-5791.
Decided April 23, 2001.
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Impact of patients' rights legislation debated
By LEE FLETCHER

CHICAGO-Congress Will

pass a patients' rights bill this
term; on that point, the four
panelists at the annual Harold
H. Hines Jr. Memorial Sympo-
sium in Chicago, were in unani-
mous agreement.

The May 17 symposium, on the
theme of "Patients' Bill of

Rights: Why Care About Health
Care?," featured a variety of
viewpoints about the federal
legislation and its potential im-
pact on health care plans. Two
speakers who represented the
fields of insurance and risk man-

agement expressed concerns

about a patients' rights bill.
Although insurers have consis-

tently pushed for continued reg-
ulation of health insurance by
the states, regulation "will prob-

HealthPartners Customized Options

with Defined Contribution

Makes it Easy to Offer the Choices

Your Employees Want

) Plan Designs
HMO network plans
Point-of-service plans

Triple option plans

Copay option plans
Dental plans

) Benefit Options
Comprehensive coverage with copays
Deductibles

Coinsurance

Copay Options

Special Benefits

) Network Options
Open access networks
Primary clinic networks
National network

www.healthpartners.com
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Mr. Bykerk

ably happen through federal
law," said Cecil D. Bykerk, exec-

utive vp and chief actuary in the
corporate actuarial and strategic
planning operation of Mutual of

Mr. Deem

I*/
Mr. Mandel

Omaha Cos. in Omaha, Neb.
Mr. Bykerk said he feared the

likelihood of increased costs to

employers and warned that some
companies may stop providing

.---I

Mr. Smith
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health care coverage to their em-
ployees altogether. "The in-
crease of administrative costs

will be passed on to patients," he
said.

Christopher E. Mandel agreed
that, if federal legislation on pa-
tients' rights is enacted, some,
employers may "think they can't
afford to offer health care bene-

fits." Furthermore, he said, "the >
small companies are going to be
the biggest victims."

Mr. Mandel, assistant vp of en-
terprise risk management for
USAA Group in San Antonio,
said he was speaking in his role
as first vp of the Risk & Insur-
ance Management Society Inc.

If federal health care legisla-
tion is enacted, Mr. Mandel said,

"we'll see employers subsidizing
25% or less." 1

The speakers also addressed
the issue of liability for health,
care decisions. i

Richard A. Deem, vp for gov-
ernment affairs at the American

Medical Assn. in Washington,
said that health plans that make
medical decisions should be held

responsible for those decisions,
just as doctors are.

Mr. Deem said that a "legal
remedy" is needed, in conjunc-
tion with an external appeals
process.

"We don't want to expand the
litigation process in this coun-

try...but everyone must be ac- 1
countable for mistakes," he said. 9

Furthermore, Mr. Deem said,
the medical community has '
"asked the employer community *
for suggestions, but the employ-1
er community has not taken us
up.

Todd A. Smith, a partner and'
personal injury attorney with
the law firm of Power, Rogers &
Smith in Chicago, said many
conflicts with health care

provider networks result when
"people inside" determine

whether to permit certain medi-
cal treatments.

"Some people (inside the man-
aged care process) just don't
know enough" to make informed
treatment decisions, Mr. Smith
said.

Mr. Deem emphasized that the
goal of patients' rights legisla-
tion is not to put an end to man-
aged care; rather, he said, it is
about removing the "bad ap-
ples" from the barrel.

Moderating the symposium
was Kathryn J. Mcintyre, pub-
lishing director of Business In-
surance. £

ERRORS & OMISSIONS
• A May 14 article incor-
rectly reported who an-
nounced a contest to win a

BMW convertible during a
conference session. Julie
Umphries, senior vp of Marsh
Inc.'s entertainment group in
Los Angeles, announced the
contest. Michelle Darringer,
vp-risk management at Fox
Entertainment Group Inc. in
Los Angeles and Marcia Rut-
ledge, senior vp in Marsh's
entertainment group in Los
Angeles, co-moderated the
session during which the con-
test was held.
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Superfund reform overdue
=MODEST PROPOSAL TO REFORM Super-fund was overwhelmingly approved by the
House of Representatives last week, which

is most welcome after the pollution liability law
took an almost two-year hiatus from lawmakers'
agenda.

The measure, which was approved by a 419-0
vote last week, is only a tiny step in the journey to
reform the controversial law, but at least it is a step
in the right direction.

The House proposal, H.R. 1831, would relieve
businesses of strict liability for the cleanup of Su-
perfund sites at which they dumped only very small
amounts of waste under most circumstances. It also

would exempt small businesses from liability for
cleaning up municipal landfills to which they con-
tributed waste. The threshold for being considered
a "de micromis" polluter and thereby avoiding lia-
bility would be companies that disposed of less than
110 gallons or 200 pounds of material containing
hazardous waste.

As it stands, the bill would let relatively few com-
panies off the hook for cleaning up waste sites. Nev-
ertheless, we think it is an overdue proposal for
eliminating an unfair aspect of the Superfund law,
in which a party only infinitesimally liable for a
waste site is held strictly liable for cleaning up the
entire mess simply because it is the only entity the
Environmental Protection Agency can locate that is
still solvent.

The House proposal to spare de minimis polluters
from this situation sounds like common-sense re-

form, doesn't it? We are encouraged that 419 mem-
bers of the House seem to agree, and certainly hope
that a similarly overwhelming percentage of sena-
tors will follow suit if the bill comes before them.

Unfortunately, no companion legislation has
been introduced yet in the Senate. Furthermore,
lawmakers have considered this proposal before--
versions of it have been introduced many times over
the past decade-and nothing has changed. We
think that's unreasonable, to say the least, in the
face of what is a reasonable reform proposal.

During this period of inaction, numerous compa-
nies large and small have been tapped as potentially
responsible parties for cleanups of waste sites to
which they barely contributed. This has spawned
countless legal battles between the government and
these de micromis companies-as well as between
small and large PRPs-as they seek to avoid liabili-
ty for cleaning up a mess they hardly created. It also
has led to the usual battles between them and their

insurers over coverage for this unwelcome and un-
expected exposure.

It would have been much more productive for the
government to have focused on finding the parties
that truly were responsible for the pollution and
making them pay rather than attempting to rope in
everyone in sight who was "potentially responsible"
for the pollution, regardless of size. At a minimum,
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the federal government needs to develop a fairer- i
and more efficient-mechanism for financing the
cleanup of the country's waste sites. Recent agree-
ments to finance future cleanup expenses at the
Iron Mountain sitein California, for example, offer
a glimpse of how novel and effective solutions can
occur if the EPA gives it a chance (BI, Nov. 6,2000).
These need to be built upon.

Superfund reform is long overdue. We don't think
it unreasonable to ask the Senate to waste no time

in following the House's lead, pass this modest leg- ]
islation and get it on President Bush's desk for his I
signature as quickly as possible.

ImERS--

Quality keeps up with growth of dental PPOs
To the editor: Your recent article pointed out that dental

PPOs are growing in popularity (Business Insurance, April
2). With this unprecedented growth, it is important to keep
quality a high priority.

Fortunately, an important benefit that has come out of
the dental managed care movement is quality improvement
and quality control. While cost savings are crucial, so are
the areas of safe and efficient dental care.

The better dental managed care operations conduct ex-
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Phased retirement begins to catch on
By JUDY GREENWALD

hased retirement programs may
be employers' answer to the de-
mands of changing workforce
demographics.

With more baby boomers ap-
proaching retirement age and a

relatively smaller population of younger
people replacing them, employers increas-
ingly are concerned about finding them-
selves in short supply of experienced tal-
ent.

At the same time, employers recognize it
has never made much sense for a long-
term employee to retire, collect a pension
and then go to work part time for the com-
petitor across the street when that em-
ployee's own company may still need him
or her.

With so-called phased retirement pro-
grams, though, employers can continue to
benefit from the strengths of their long-
term employees, while also permitting re-
tirees to work at a reduced schedule.

As a result, a growing number of em-
ployers are beginning to at least consider
these programs.

"This has been a great tool for us," said

Boomers turning focus
to retirement plans

By MARK A. HOFMANN

he first wave of baby boomers will

T turn 55 this year, crashing into the
age at which some workers be-
come eligible for early retirement.
Allions more baby boomers-

generally defined as those born
between 1946 and 1964-will beleavingthe
workforce over thenext three decades. In

mcst cases, they can look forward to a long
life in retirement-but can they afford to
live tha: life in comfort?

That has become a crucial question for
w-ld- De retirees, their employens and the
pension professionals the employers retain
tc,iesign their plans. The threat of individ-
uals ou-living their retirement assets is real,
but some observers also warn that retirees

fearful )f that happening may unnecessari-
ly live well below their means.

And some experts say that the possibility
01 even a partial privatization of Social Se-
emity, such as that advocated by the White
House, could further complicate the situa-
tion.

Such uncertainties aside, observers say
that employers will need to enhance the fi-
nancial education they offer their pension
plan participants to ensure that retirees will
have the money they need when the time
comes.

"At the end of the day, a very important
question is whether people end up with
enough money," said Anna Rappaport, a

principal in the Chicago office of William
M. Mercer Inc. The answer to that question
"depends an awful lot on the amount of
contribution that's being made" in defined
contribution plans, Ms. Rappaport said. If
an employerputsin 12% or 15% ayear, the
employees will probably have a consider-
able amount of money at retirement, she
said. But, Ms. Rappaport noted that many
people don't consider "how much money is
going to be delivered at the other end"
when they're contributing to defined con-
tribution plans.

"We think it's very important for plan
sponsors to think through the implications
of the plans in terms of benefit delivery-
how much money people will get," Ms.
Rappaport said.

"I think it's a tiemendous issue....Even if

an employee invested wisely and they took
out what would have been their annuity
payment monthly, 55% will still outlive
their benefit," said Eric Lofgren, dirator-
benefits consulting group in Watson Wyatt
Worldwide's Philadelphia office.

"You can get a tremendous imbalance. If
you look at the death rates of retirees,

there's a tremendous spike in the first three
years. They're the ones who don't outlive
their money," Mr. Lofgren said.

Ms. Rappaport said she is concerned that
individuals don't take into account their

need for regular retirement income as they
make their investment decisions. For cou-

See Boomers on page 14
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Michael A. Dennis, vp-worldwide opera-
tons and services at Avaya Technologies
Inc. The Basking Ridge, N.J.-based
telecommunications company has be-
tween 1,200 and 1,500 "variable" teehni-
cians who work on an as-needed basis un-

der its phased retirement program.
Complicating the issue for employers in-

terested in introducing phased retirement
programs, though, are federal laws and
regulations that can make it difficult, if
not impossible, for employees to collect a
pension while they continue to work, par-
ticularly if the company has a defined
benefit plan. Proposed legislation that
would address this issue was introduced

in the last congressional last session but
was not acted upon, though it is expected
to be reintroduced.

Other issues that must also be consid-

ered by employers include retirees' ability
to maintain health care coverage while
they continue to work.

There is no precise definition for the
term "phased retirement," but it generally
refers to a gradual change in an employ-
ee's work arrangement. This can take the
form of some sort of part-time approach,
including working fewer hours each day,

fewer days per week, or even working full
time for only certain weeks of the year. It
can also involve retaining retirees as con-
sultants or rehiring them on a part-time
basis.

A 1999 survey by Watson Wyatt World-
wide found that 16% of respondents of-
fered phased retirement programs, often
as a way to retain key talent. But while
relatively few companies have introduced
formal programs so far, the concept is at-
tracting more interest as employers begin
to recognize that many of their valued
workers are approaching retirement age,
observers say.

"It's gaining in popularity," said Jon
Van Cleve, a work/life consultant with

Hewitt Associates L.L.C. in Lincolnshire,

Ill. "Certainly, companies are talking
about it, if not beginning to explore it. The
general buzz around organizations today
is to really study your workforce."

In particular, many employers are look-
ing at employee demographics and trying
to determine what their workforce will

look like in 10 years, he said.
Phased retirement is "something that's

coming to corporate America and coming

See Phased on page 12

401(k) plans have become
America's pension plan i

By JERRY GEISEL

n their 20th anniversary, the luster

0 of 40100 plans-the United States'
most popular retirement plan-is
shining brighter than ever.

Oncea novelty, 401(k) plans have
become such an accepted part of

employers' benefit programs that, at least
among larger finns, it is almost impossible to
find a company that does not offer such a
plan.

"This is no longer an optional plan. Clear-
ly, you'd be at a competitive disadvantage if
you didn't have a 401(k) plan," said Rich
Koski, a principal at Buck Consultants Inc.
in Secaucus, N.J.

Indeed, a whopping 97% of companies
with at least 5,000 employees have 401(k)
plans, while more than 90% of organizations
with between 1,000 and 4,999 employees of-
fer such a plans, according to Spectrem-
Group, a Chicago-based consulting and re-
search firm.

"The plans are just about universal with
Fortune 500 companies," said Linda Wau-
son, a consultant in the Houston office of

Watson Wyatt Worldwide.
Even the smallest firms offer 401(k) plans.
Simplicity L.L.C., an Indianapolis-based

service firm with just 15 employees, set up
what Managing Partner Bob Devens de-
scribes as a "no-hassle" plan and one that
employees say is the best retirement plan the
company offers. "They love it," Mr. Devens
said.

Added in 1978 to the U.S. Tax Code by fed-
eral legislation and sanctified in 1981 by In-
ternal Revenue Service regulations, 401(k)
plans enjoy features that no other pension
plan can match.

For employees, the plans allow pretax con-
tributions, which immediately reduces an
employee's tax bite. Most employers provide
a match, typically 50% of what employees
contribute, up to 6% of pay. Unlike defined
benefit plans, 401(k) plans give employees
access to their account balances by allowing
hardship withdrawals and loans.

For employers, 401(k) plans offer low, pre-
dictable costs-typically 1% to 2% of pay-

1995
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1998

1999

2000

2001

2002

2003

2004

2005

and a high level of employee appreciation.
In all, SpectremGroup estimates that near- '

ly 400,000 employers currently offer 401(k) I
plans, with the plans covering more than 38
million people. That's up from 272,000 plans
in 1995 covering 23.8 million participants.

The story of 401(k) growth isn't just one of
an increasing number of plans. It also is a
story of rising employee participation, cou-
pled with increasingly sophisticated and
generous plan designs.

According to benefit consultant Hewitt As-
sociates L.L.C, an average of 78% of employ-
ees at large companies participated in 401(k)
plans in 1999-the most recent year for
which statistics are available-up from 72%

in 1991. Atthe same time, rank-and-file em- 2
ployees deferred an average of 4.9% of their
salaries into the plans, up from 4.5% in 1997
and 4.2% in 1995, while highly compensated '
employees deferred an average of 6 % of
salary in 1999, 5.7% in 1997 and 5.5% in 1
1995. f

See 401(k) on page 13

Growing popularity of 401(k) plans

401(k) sponsors*
(in thousands)

272

296

314

333

356

377

396

416

437

458

481

1995

1996

1997

1998

1999

2000

2001

2002

2003

2004

2005

401(k) participants*

(in millions)

23.8

26.6

29.2

33.1

35.1

37.1

38.8

40.8

42.3

44.2

46.2

Source: SpectremGroup *projected for 2001 and beyond
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Phased tirement or other arrangements ployer to continue to benefit from the opportuni] so they can grad- older workers mentor their

may make some sense," said Joel the knowledge the employee has ually retire, as opposed to younger colleagues "Retraining is
Rich semor vp and corporate re- built up over the years, Mr. Mur- putting in their papers and retir- possible sometimes as well," Mr

Continued *om page 10 tirement practice leader with the phy said ing completely "They'd rather Murphy said A company may
fairly quickly," said Ronald Segal Co m New York "I think there are a lot of people contmue to work, but maybe take train an employee to do another
DeStefano, senior vp with Aon "Retirement isn't retirement who would hke to continue work- three months off to go to Flonda," Job but then still have him or her
Consulting Inc m Baltimore The anymore," said Thomas Murphy, 1ng, but not necessarily at the he said available to answer questions or
first of the baby boomers are Avaya's program also keeps ltS solve problems based on his or her
turning 55 this year, while the customers happy, Mr Dennis previous experience
number of people m the 25-to-44 7 think the laws should be changed to let said "Most of these people have In addition, an increasing num-
age bracket lS shrmking some- great relationships with our cus- ber of employers are structuring

what, he said "So what we're see- people implenientphased retirement, so that they tomers," he said While the com- their phased retirement programs
ing is an Interest ln phased retire- pany, which was recently spun off so that part-tlme retirees can con-
ment, to retain people who have COUid paybene/ib whilepeople are still working, from Murray Hill, N J -based Lu- tinue to receive medical benefits,
their specialized skills or just be-
cause they would be hard to re- particularly ifthey are working on a reduced

cent Technologies Inc, wants to Mr DeStefano said
have a succession mechanism in Meanwhile, federal law and

place in the market otherwise,"
Mr. DeStefano said basis and with partial payment of pension.' place, it also wants "to make sure regulations remain a potential

we keep the relationships going, roadblock to phased retirement
There has been a realization just - Anna M. Rappaport so we don't break any of the programs

within the last year or two "that, thmgs we worked very hard to de- Current regulations do not per-
with the baby boomers aging, the

William M. Mercer Inc.
velop with our customers " mit the payment of defined bene- 5

workforce is really getting older," Phased retirement programs are fit pension benefits before an em-
and many companies recognize expected to remain popular de- ployee's normal retirement age
that "an awful lot of their intel- a principal with the Unifi Net- same pace or schedule" of per- spite recent widespread layoffs unless there is a complete sever-
lectual capital isgomgtobewalk- work, a unit of Pricewaterhouse- haps 55- or 60-hour weeks, Ms "The demographic pressures ance of employment with the plan f
ing out the door if they don't do Coopers LLP m Teaneck, NJ It Rappaport said "I think the big are going to continue" to make sponsor With defined contribu-
something about it," said Anna M used to be "cut and dried," he drive on the individual side is phased retirements appealing, tion plans, though, "there's a little f
Rappaport, a principal in Wilham said Now, through phased retire- people want to do this The drive said Valerie Paganelli, senior re- more flexibility," Mr Murphy '
M Mercer Inc 's Chicago office ment programs, employers can on the company side is they need tirement consultant in Watson said Employees can make with-

Phased retirement programs basically say, "You don't have to the skills and the human capital " Wyatt Worldwide's Seattle office drawals under certain provinons
can also meet the needs of em- fully retire You can partially re- Avaya technicians who partici- "Hardly a day goes by," she said, of those plans
ployees who may want to contin- tire, and we'11 give you the flen- pate in the program are "excited when she does not talk with an "Legislation and regulations
ue working, but not necessanly on bility to name your own hours, about lt," Mr Dennis said And employer about how to structure were written in a world that was
a full-time basis For such em- where you don't have to be here those who are still working full such a program. very different, so it doesn't neces-
ployees, "some klnd of phased re- all the time " This enables the em- time are "hoping they will have Even at companies that have sarily match very neatly with

imposed layoffs, the employees what people are trying to do,"
who remain often are the more- said Segal's Mr Rich
experienced, talented baby The proposed Phased Retire-
boomers, so the possibility of their ment Liberalization Act, spon-

-                1. retirement continues to be a sig- sored by Sen Charles Grassley,
nificant issue, said Hewitt's Mr R-Iowa, and Rep Earl Pomeroy,
Van Cleve "They still need to D-N D, addressed this issue last
keep tapping into those talented year, and the measure is expected
people," he said to be reintroduced in this session

I. "I think it's reaLly hard to tell" "There are a lot of Informal

what effect the economic down- hallway conversations on phased
turn ls having on recruitment and retirement" m Congress, said
retention, Mercer's Ms Rappaport Kyle Brown, retirement counsel
said "Depending on the kind of for Watson Wyatt m Washington
slulls that you need, it's certamly "There's shll a sigmflcant amount

t./'IL true it's not as difhcult to get peo- of legislative interest in the top-
ple as it was a year ago" 1C "

But Ms Rappaport said she re- Observers say they hope any
cently heard a speaker at a con- eventual legislation glves employ-
ference complain that, even while ers more flexibility
his company was laying off work- "I think the laws should be

n 0--
ers, it stlll needed "so many thou- changed to let people implement
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sands of engineers " phased retirement, so that they
"There are specific skill areas could pay benefits while people

where people are still having are still working, particularly if
trouble finding people," Ms Rap- they are working on a reduced ba-
paport said sis and with partial payment of

Furthermore, the state of the pension," Ms Rappaport said
economy may make companies The current law, under which a

.

a.£. I
'.

even more willing to hire retirees, person who wants to continue
because they can use such indi- working while collecting a pen-

.

viduals on a project-by-project mon can do so only by going to
'1>

.
basis, "You haven't made a com- work for a competitor, "makes no
mitment to a full-time employee, sense," she said

.
.le and if head counts are tight, "What we would like to see on

which they are in many cases," the legislative side" iS the ability
such an approach can be very ef- to implement phased retirement

ionfrv-vfl 0 11 1. ' # , rKI'lailk//„/ fective, Ms Rappaport said plans "without having to worry so
Employers are implementing a much about Jumping over hur-

wide vanety of phased retirement dies," Mr DeStefano said "What
. prograrns we're really looking for lS the

It's really a potpourn," Ms ability to try things out because
Paganelli said. While some orga- we're finding that different things

1 1

nizations have relatively formal, work for different people," he
.

L.,+4% structured programs, "at the oth- said
er end of the spectrum, we see If legislation in this area does
one-on-one, ad hoc kinds of ar- become law, "I think we would
rangements, as an individual see, to a large degree, a prohfera-, £' 1, 9

:.
stands in the door of human re- tion" of phased retirement pro-

*,„, SYSTEMS .,4Kr.t - sources and requests something grams, particularly as baby
4 -

t-
® , 85- umque boomers get older and begin

.eT'*-f- "I don t think there's really a reaching retirement age, Mr Mur-
7**44 /211/32 514/aff•* standard you can look at," Mr phy said

,*t'
Murphy said But Ms Rappaport said she

.

There are very few formal doesn't foresee a "big rush" to im-4,10 NA:80* O Atil. , 1. 1 phased retirement programs " Ms plement phased retirement pro-
Rappaport said "People are basi- grams Instead, she said, interest-

2, 0 cally malang their own pro- ed companies Imll look at the re-*5.

wl grams" tirement programs in a more-tar-
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Some programs involve using geted way m



401(k)
Continued from page 10

One of the reasons more employ-
ees are putting more money into
the plans is that their employers
are making it more attractive to do
so. In 1999, for example, nearly
20% of employers with 401(k)
plans matched, on a dollar-for-
dollar basis, their employees' de-
ferrals-nearly double the percent-
age of companies that did so in
1993, Hewitt found.

One employer that now fully
matches employees' deferrals, up
to 3% of salary, is The St. Paul Cos.
"We have a benefit design that has
helped to create a competitive ad-
vantage We have tried to enhance
the value of the plan to employ-
ees," said John P. Clifford Jr., vp-
performance and reward systems
at the St. Paul, 1VIinn.-based insur-
er and financial services company.

Technology has been the engine
that has driven other changes in
plan design. For example, in the
early 1980s, when 401(k) plan
growth began to take off, employ-
ers typically offered only a couple
of investment options, while em-
ployees generally could move ac-
count balances from one invest-

ment option to another no more
frequently than once every three
months.

Today, though, the typical em-
ployer offers about a dozen invest-
ment options, according to Hewitt.
In addition, daily valuation has be-
come the norm, a result of techno-
logical advances that have dramat-
ically reduced the cost of process-
ing transactions, Hewitt said.

"Technology has made this all
possible," said Linda Holleman, a
senior vp in the Winston-Salem,
N.C., office of Aon Consulting Inc.

Along with the development of
an almost dizzying al-ray of invest-
ment options-and the ability to
move account balances almost at

will-there has been a profound
shift in employees' investment be-
havior.

A decade ago, roughly 60% to
70% of employees' 401(k) account
balances were invested in fixed in-

come-type funds-such as guaran-
teed investment contacts sold by
insurance companies and money
market funds-with the balance in

equities.
Today, investments have

"flipped over," with more than
60% of account balances now in-

vested in equity-type funds, ac-
cording to Daniel Houston, senior
vp of retirement and investor ser-
vices at Des Moines, Iowa-based
Principal Financial Group, the na-
tion's largest 401(k) plan adminis-
traton

For example, at Atlantic Re-
search Corp., 84% of employees'
401(k) account balances in 1993
were invested in a GIC-type fund.
Today, only 44% of plan assets are
in the GIC fund. Meanwhile, the
proport:ion of assets invested in an
equity hind indexed to the Stan-
dard & Poor's Corp. 500, has
grown to 25% from 4% during the
same period, said Nina Falci, se-
nior benefits analyst at Atlantic
Research, a Gainsville, Va.-based
designer and manufacturer of
propulsion systems and automo-
tive airbags.

"People are becoming a lot more
sawy about their investments and
are realizing that investing too
conservatively can be costly," Ms.

Falci said.

To be sure, the move to equity
funds has been aided enormously
by the bull market of the last few
years. "The unprecedented bull
market has persuaded even the
shyest investor to go" into equities,
said Gary Blank, a consultant in
the San Francisco office of William

M. Mercer Inc.

Even as the stock market has fal-

tered and approached bear territo-
ry, few employees have panicked
and rushed out of equities, benefit
managers and consultants say.

"Through investment education,
employees have come to under-
stand that there will be troughs in
equities," and they haven't moved
to fixed-income funds, said Mr.
Clifford of St. Paul.

"We have not seen employees
run away from equities," said
Michael Sternklar, a principal of
Unifi Network, a unit of Pricewa-
terhouseCoopers L.L.P. in Tea-
neck, N.J.

Indeed, one of the side and, per-
haps, unanticipated benefits of
40100 plans is that employees have
become much more interested in
the stock market as a result of fun-

neling so much of their retirement
savings into equities.

"Employees once viewed stocks
as a high risk, big gamble. Now,
despite the recent pain and suffer-
ing, employees understand that,
over the long term, the stock mar-
ket is the best place to be," said
Ted Benna, president of The 401(k)
Assn. in Bellefonte, Pa. In 1981,

Mr. Benna established the nation's

first 401(k) plan for The Johnson
Cos., a benefit consultant for which
he worked at the time.

"The plans have made it possible
for employees to be real players in
the stock market," said Ann
Mahrdt, a SpectremGroup director
in Chicago.

At the same time, the plans have
converted many employees from
spenders to savers, Mr. Benna
added.

Despite these positives, there re-
main lingering worries about
401(k) plans.

While most employees, at least
until recently, have enjoyed regu-
lar double-digit returns on their
401(k) plan investments, those
kinds of returns surely won't con-
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tinue indefinitely. And that raises
questions about whether employ-
ees-especially those working for
companies at which 401(k) plans
are the only pension plan-will
have adequate retirement income.

"The big question is, will em-
ployees be able to successfully
manage a big pot of money?" asked
Mr. Koski of Buck Consultants.

While that remains to be seen,
employers clearly expect 401(k)
plans to provide an ever-greater
proportion of retirement benefits
in the future.

"To the extent that companies
are improving retirement benefits,
they are doing so in their 401(k)
plans," said Scott Peterson, a
Hewitt consultant in Lincolnshire,
Ii. In
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SPOTLIGHT --

Boomers
Continued.from page 10

ples, this can be a bigger problem
than it is for singles, because there
are "significant drops in economic
status" with widowhood, she said.

Ms. Rappaport said the recent
stock market instability could serve
as "something of a wake-up call," to
get people thinking about the ade-
quacy of their retirement plans.

"We're in a new world," said
David L. Wray, president of the
Chicago-based Profit Sharing/
401(k) Council of America, an em-
ployer-backed group that provides
technical and other assistance to

companies. "In the old days, we had
the family safety net," where family
members-r, in some cases, the
state-stepped in when retirees fell
into need, he said. But while the cur-
rent retirement system "is working
pretty well for the current retirees,"
Mr. Wray said, the arrival of the
baby boom retirees will change that.

"The baby boom requires a whole
new approach. People have to be-
come much more personally respon-
sible in retirement than they ever
have been before. These systems aip
not going to be sufficient," he said.

"There are two concerns. One is

that people outlive their assets. The
other is that they live less well be-
cause they're afraid of outliving
their assets," he said. For retirees,
the real concern is managing money
correctly, "so you don't eat cat food
because you're afraid of running out
of money." Mr. Wray noted that

while a myth has arisen that retirees
tend to take lump sums and squan-
der them, many people actually
hoard their resources and live need-
lessly frugal lives.

The finst step for employers who
want to help employees plan for re-
tirement is to make sure the employ-
ees' money is in sound hands, he
said. To that end, the employer com-
munity increasingly is permitting
retirees to keep their money in com-
pany retirement plans, Mr. Wray
said. He noted that more than 90%

of large companies allow retirees to
leave money in plans.

One employer doing just that is
Cincinnati-based Procter & Gamble

Co., said Sharon Shea, P&G's man-
ager-profit sharing administration
and communications.

"We have some educational pro-
grams set up, and they are specifi-
cally designed to make sure that em-
ployees better understand how to
manage their money. We are a de-
fined contribution plan-that
means when someone leaves the

company, they are eligible for a
lump sum," she said.

The company started its "retire-
mentplus" featum in 1997,Ms. Shea
said. The program allows partici-
pants to leave their money in the
plan and use the plan to manage
their retirement accounts. Starting
July 1, participants will be able to
choose from among 10 investment
options and several distribution op-
tions.

Ms. Shea said the program relies
heavily on education. Much of the
investment education is specific to

Manage the

unpredictable.

the P&G plan, but the company also
provides general investment educa-
tion through J.P. Morgan American
Century Retirement Services, which
conducts one-on-one educational

sessions with participants. The ap-
proach uses a model that simulates
investment returns-generally tak-
ing the individual through age 90-
"basically demonstrating how mon-
ey will last based on different invest-
ment choices they may make, she
said.

"It is something to make them
aware that the money needs to last
throughout their lifetime," Ms. Shea
said.

Other companies have been rnak-
ing their programs "into an annuity
store," said Tom Murphy, a princi-
pal of Unifi Network, a unit of
PricewaterhouseCoopers L.L.P. in
Teaneck, N.J.

Some retirees might not want to
annuitize their 401(k) plan upon re-
tiremer-t, Mr. Murphy said. Under
the new programs, such individu-
als-who tend to regard the 401(k)
plans as their investment vehicles-
can keep their funds in the plans.
The plan sponsors can then amend
their pension plans to accept pretax
rollovers from their 401(k) plans.

"You're rolling in a lump sum,
and, based upon certain factors in
the plan, you're converting that
lump sum into an annuity that's
payable in various forms," Mr. Mur-
phy said. Among the possible forms
are survivor benefits and benefits

payable for the lifetime of the re-
time. Mr. Murphy said the annuity
could come in any benefit form
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that's already payable from the
qualified pension plan; that, he said,
makes applicable the term "annuity
store."

"It's a way companies can help
retirees manage their retirement
dollars," Mr. Murphy said.

"Companies are very loyal to their
retirees. There's a lot of financial-

planning support," Mr. Wray said.
In fact, retirenent fund managers

also encourage this approach, Mr.
Wray said. The managers, he said,
are saying, "We're managing the
money and we want to keep manag-
ing the money, so we're going to pro-
vide new services."

Still, experts disagree about the
ultimate impact of the baby boomer
retirEment on financial markets.

"It wouldn't be something that
would rock the market," said Unifi's
Mr. Murphy.

But Watson Wyatt's Mr. Lofgren
said that investing by the baby
boom generation has driven the
stock market to record heights.
When retiring baby boomers begin
cashing in their investments, that
could cause a stock market slump,
he said. "What can employers do?
Educate, educate, educate."

The possibility that the current
Social Security system will be at
least partially privatized, requiring
participants to contribute to indi-
vidual accounts, adds more uncer-
tainty to the retirement mix. Presi-
dent Bush favors some degree of pri-
valization, and he has named a com-
mission to scrutinize the Social Se-

curity system and make recommen-
dations about its future.

"From a privatization point of
view and outliving your money,
what we're talking about is an edu-
cated retiree-that's huge, that's re-
ally huge," said Unifi's Mr. Muiphy
"You're implying that the individual
is well informed enough to invest
that rnoney appropriately.

"If part of the benefit is in an indi-
vidual account and that benefit is

available in a lump sum, that could
potentially significantly increase the
problem of outliving assets," said
Mercer's Ms. Rappaport. "Even if
they're not tempted to go buy a boat,
they might not focus their spending
on how long they're going to live or
how long their spouse will live," she
said. Ms. Rappaport added that a re-
tiree might not consider the possibil-
ity that a prolonged illness may re-
quire care that is not covered by
Medicare and may have to be paid
for with retirement funds.

Despite such challenges, the Profit
Sharing Council's Mr. Wray said
that he is mom optimistic than many
other observers that the baby
boomers generally will be able to
live comfortably after retirement.

"Clearly, we need to do a lot of ed-
ucation. I think employers will do a
lot more. You're going to see the em-
ployer community play a substantial
role in making this work," he said.

"Conceptually, I think this is a
very manageable thing. It's in every-
body's best interest to make this
happen," Mr. Wray said. "When you
have people of goodwill combined
with people who have an economic
interest, I think you have a solu-
lion." m

Tailored info aids

retirement planning
By LEE FLETCHER

he retirement process is
best explained to workers
by starting early and us-
ing tools tailored to spe-
cific demographic groups,
retirement experts say.

Although many employers pro-
vide online retirement and finan-

cial planning information, the In-
ternet is just a supplement to other
forms of communication, said Amy
Heiserman, a principal with
William M. Mercer Inc. in Denver.

"We're not seeing very many
companies go strictly online. Most
companies are using (the Web) as
one delivery channel, but they are
using a lot of other media as well-
for example, face-to-face meetings
or call centers," Ms. Heiserman
said.

The various demographic groups
into which workers fall call for the

Ilse of a variety of communication
tools, she said.

"When we talk with some

younger employees, we find that
they love the Web and they want
everything online, but not all
young employees," Ms. Heiserman
said.

"If they're in a manufacturing
environment, for example, they
may not have access, so that does-
n't help them very much," she said.
"When we talk with older employ-
ees, those who are 50 or 55 and up,
they may or may not be comfort-
able using the Web."

Ms. Heiserman noted that while

she sees online benefits inforrna-

tion being made available to more
and more employees, "whether it's
effective or not depends a lot on
the type of employee it is-their
age demographics and their work
environment."

Diane Savage, Cleveland-based
senior retirement education con-

sultant with Watson Wyatt World-
wide, said that companies still rely
heavily on more traditional meth-
ods of retirement education. Many
make retirement information

available on company intranets,
though, so that employees can ac-
cess their benefit information any-
time.

"It's kind of that whole idea of

helping people have access when
they want it, not when you think
they need it," Ms. Savage said.

Furthermore, she said, "if some-
body is getting off a shift at 4 a.m
and they heard something on the
floor at work, they might want to
be able to go into their benefit
plans as they need it. We d6 know
that adults learn better like that.

When an adult has the need to

learn, that's the moment of learn-
ing. We're all on different time
clocks."

Ms. Heiserman said that employ-
ees view retirement planning in
different ways at various stages,0
their careers.

"One thing that I see employers
tend to kind of gloss over or think
is not important is that tailoring by
age group," she said.

By tailoring information to a va-
riety of age groups, Ms. Heiserman

Continued on next page
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said, "the more you can make the
examples relevant or you can
touch on certain factors that are

important to people who are closer
to retirement and less important to
those who are farther away. You
tend to keep their attention a lot
more."

Ms. Heiserman said that, when

talking to younger employees, she
tends to avoid the use of the word

"retirement" and talk more about

savings for one's future.
"The 'R word' turns them off. I

think retirement seems so far off

for them. They understand that it's
out there, but they can't imagine
worrying about it right now. So, to
try to convince them to save for re-
tirement when they're 25 years
old-it just seems so far away, so
they think, 'I don't need to worry
about that yet,' " she said.

Older employees respond best to
face-to-face meetings, Ms. Heiser-
man said, because they are "get-
ting closer to retirement, where
they're really planning based on
'how much am I going to have and
I need to know how much am I go-
ing to need."'

"I find that, many times, what
they want is a face-to-face meeting
with their HR representative, who
can give them a very real and exact
pension calculation and help them
think through the different cate-
gories of expenses they may have,"
she said.

Ms. Heiserman said that workers

who are close to retirement "want

to almost see the whites of your
eyes when you tell them how much
they're going to have."

Randy Hunter, director of com-
munications for INVESCO Retire-

ment Inc. in Atlanta, said many
media are used to educate employ-
ees about benefits.

"Face-to-face meetings are al-
ways the best possible way to edu-
cate. You have to support that,
though, with Power Point presen-
tations, brochures about the plan,
ongoing educational brochures,
posters, etc.," Mr. Hunter said.

Ten years ago, he said, "we were
speaking in much simpler terms
than we are today. Yet there's still
a lot of people out there-general-
ly, it's going to be the younger, per-
haps less-educated-who don't
have a high level of investment so-
phistication."

"So, it's become incumbent on

us to start to segment our commu-
nication. When we go into a com-
pany and we launch a communica-
tions campaign, we've got to target
that campaign to a lot of different
levels," Mr. Hunter said.

Barbara Zavodny, benefit man-
ager for McCormick & Co. in
Sparks, Md., explained that her
company provides education about
three stages in a worker's life-
early life, midlife and pre-retire-
ment

Ms. Zavodny said that while the
company provides its own benefit
education, it also has outside help,
using the services of someone in
the community to provide finan-
cial information.

Additionally, she said, Mc-
Cormick educates its employees
about retirement planning through
home mailings, the Internet and
toll-free call centers. And employ-
ees who are approaching retire-
ment age receive one-on-one coun-
seling, because "they often have
individual questions to be ad-
dressed."

Ralph Kimmich, the director of
benefits and compensation for
Southwest Airlines Co. in Dallas,
said that Southwest offers each of

its employees who is 50 years or
older a pre-retirement educational
session.

"We get into things people
should start doing as they think
about a more-imminent retire-

ment-estate planning and tax is-
sues, what to do with your invest-
ments and annuities and all kinds

of things that folks need to focus
on as they look toward retire-
ment," Mr. Kimmich said.

He said that Southwest also pro-
vides a four-hour planning course,
the content of which was devel-

oped with Lincolnshire, Ill.-based
Hewitt Associates L.L.C.

"At that particular session, our
employees are given a workbook
and we help employees set a retire-
ment goal. We describe asset allo-
cation and risk tolerance, as well as
cover the various provisions of our
retirement plans," Mr. Kimmich
said.

He said employees have found
Southwest's financial education

counse to be very effective.
Mr. Kimmich said Southwest

makes relatively limited use of the
Internet for education. He noted,

though, that "we do recognize that
the Internet does change the play-
ing field, and we're going to have
to look for opportunities to make
use of that."

Although customized retirement
education is a good idea in theory,

ap--

it should not be taken to extremes,
Ms. Savage warned.

"When you look at the universe
of the company, you're going to
find lots of people in many differ-
ent places. And just because every-
one is different, you can't have 16
different communication pro-
grams," she said.

Ms. Savage suggested that hu-
man resources and benefit man-

agers take their guests to their
companies' marketing depart-
ments and ask, "How do we sell
our stuff?"

"It's almost like marketing. If
you thought of your savings mes-
sage as your product-I think there
are always going to be more-effec-
tive ways to address those groups
and get their attention," she said.

Enter
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INVESCO's Mr. Hunter said that

an employer must understand its
audience in order to develop a sue-
cessful financial educational pro-
grain.

"I don't think a 25-year-old per-
son who is making $22,000 a year
in a factory can relate to a
brochure with a 68-year-old man
walking down the beach w>ith his
lovely wife in obviously a resort
beach retirement scene," he said.

"It's just like an ad agency; they
do the same drill. We have to de-

velop a position, we must define
the point of view about the plan
that we want our employees to
share, and we've got to deliver that
in a creative way," Mr. Hunter
said. "And we've got to do that
over and over and over again." Im

Now there's a simple way in

Get online with hundreds of underwriters and

brokers and discover the choice and diversity

they have to offer.

Log on to www.lloyds.com - the simple way in.
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8/ directory of 401(k) plan administrators
education, consults on legal issues, plan clients

.di.=- design issues, compliance issues, employ- Total 156
81'll'll......... Client sennces daily valuations, toll-free

service for account balance inquiries, toll-
ee communications Receiving unbundled services free service to request account activity, on-ADP Retirement Services Service area nationwide

Receiving bundled services } CBIZ (Century Business line access, communication of plan features
1 ADP Blvd , Charges· determined by number of par- Average participants/plan 146 Services Inc.) to employees, service provider evaluations,
Roseland, N J 07068, ticipants, complexity of plan, assets under Minimum participants/plan 25 6480 Rocks,de Woods 31vd S , ESOP design and administration, compli-
973-974-2463, fax 973-974-3035 management, time and expense, frequency Maximum participants/plan 25,000 ance testing and non-qualified plans, con-

of valuations Suite 300,
www adp40lk com 2000 revenues suits on legal issues, plan design issues,

Officers John Salaika, CEO, David Gold- Total Cleveland, Ohio 44131,
Staff $1,900,000 compliance issues, employee communica

enberg, CFO 216-447-9000, fax 216-447-9007Total 697 401(k) plan administration $550,000 tions

Involved in 401(k) plan services 697
Contact Mark Tucker, director-new bust-

Services began 1982
www cbtz com Service area nationwide

ness development, mtucker@amgusa com Staff
Clients Software purchased from outside ven- Charges determined by number of par-

Total
Total 11,025 dor, accommodates 25 investment funds 5,000 ticipants, complexity of plan, time and ex-

Involved m 401(k) plan services 250 pense, frequency of valuationsReceiving unbundled services ioo American Pension and 8 types of contributions Clients
Receiving bundled services 10,925 Benefits Inc. Administration cash, unit-value, full- Officers Leif T Carlson, Brian P Quinn,

Total
Average participants/plan 100 share accounting, accommodates loan pro- 3,500 principals

P 0 Box 505, Receiving unbundled services 300 Contact Brian P Quinn
Services began 1989 Warrendale, Pa 15086-0505,

visions
Receiving bundled services 3,200

Software· purchased from outside ven- Client services daily valuations, toll-free
724-935-0100, fax 724-935-2511 Average participants/plan 100

dor, accommodates 99 investment funds service for account balance Inquiries, toll- Ceridian Retirement Plan
Staff free service to request account activity, on-

2000 revenues
and 11 types of contributions

Total Total $567,000,000 Services
Administration unit-value, full-share ac- 25 line access, communication of plan features

Involved in 401(k) plan services 15 to employees, individual voice response 401 (k) plan administration $18,000,000 3201 34th St S ,
counting, accommodates loan provisions

Client services daily valuations, toll-free
Clients

systems, electronic enrollment, consults on Services began 1981 St Petersburg, Fla 33711,

service for account balance inquiries, toll-
Total 300 legal issues, plan design issues, compliance Software purchased from outside ven- 877-677-7401, fax 888-202-3894

free service to request account activity, on- Receiving unbundled services 200 issues, employee communications dor, accommodates 20 tvpes of contribu- www cendian com
Receiving bundled services 100 tions

line access, communication of plan features Service area nationwide Stall

to employees, Investment policy statement, Average participants/plan 100 Charges determined by number of par- Administration cash, unit-value, full- Total 2,800

investment performance reviews, payroll Minimum participants/plan 50 ticipants, complexity of plan, frequency of share accounting, accommodates loan pro- Involved in 401 (k) plan services 300

connectivity, voice response unit, trust con- Parent APB Financial Group Ltd valuations visions Clients

nectivity, plan sponsor portal, participant Services began 1985 Officers. Jo-Ann Massanova, president, Client services daily valuations, toll-free Total 3,500

portal, onsite national enrollment, and exec- Software purchased from outside ven- Carmen Lakerghetta, vp service for account balance Inquiries, toll- Receiving unbundled services 1,750
free service to request account activity, on- Receiving bundled servicesutive deferred compensation, consults on dor Contact- Mark Moran, vp-sales 1,750

legal Issues, plan design issues, compliance Administration cash, unit-value, full- line access, commumcation of plan features Average participants/plan 350

issues, employee communications share accounting, accommodates loan pro- Benefit Equity inc. to employees, investment education, con- Mimmum participants/plan 10

Service area' nationwide visions suits on legal issues, plan design Issues,
Locations administrative/consulting of- Client services daily valuations, toll-free 1971 E Fourth St , Suite 100, compliance issues Parent Cendian Inc

faces in Deerfield, Ill , Louisville, Ky, Rose_ service for account balance mqulnes, toll- Santa Ana, Calif 92705, Service area nationwide Services began 1984

land, NJ, Seattle free service to request account activity, on- 714-480-1364, fax 714-480-1365 Locations administrative/consulting of- Software purchased from outside ven-
fices m 28 offices nationwide dor

Charges determined by number of par- line access, communication of plan features www benefitequity com Administration· cash accounting, accom-ticipants, Complexity of plan, assets under to employees, sponsors prototype docu- Stall Charges: determined by number of par-
ticipants, complexity of plan, assets under modates loan provisionsmanagement, time and expense ments, provides daily valuation recordkeep- Total 21

Off,cers Mark Phillips, senior vp-GM Re- Ing for other TPAs and banks, consults on Involved in 401(k) plan services Client sennces daily valuations, toll-free15 management, time and expense, frequency
of valuations service for account balance inquiries, toll-tirement Services, Julian Onorato, senior Plan design issues, compliance issues, em- Clients

vp-operations, lan Sheridan, vp-marketing Ployee communications, manages invest- Total 350 Officers Stephen Gerard, CEO, Ware free service to request account activity, on-
and business development ment of 401(k) plan funds, Receiving unbundled services 65 Grove, CFO, Robert A O'Byrne, senior vp- line access, communication of plan features

CBIZ Benefits & Insurance Services divi- to employees, defined beneht plans, moneyContact Donna Kratt, marketing technical Service area: nationwide Receiving bundled services 285
sion purchase plans, consults on legal issues,writer, 4 Becker Farm Road, MS 580, Rose. Locat,ons administrative/consulting of- Average participants/plan 70 plan design Issues, compliance issues, em-

land, N J 07068, donna_kratt@es adp com fices m Columbus, Ohio, Warrendale, Pa, Minimum participants/plan 25
Charleston, W Va ployee communications

Maximum participants/plan 2,500 CNA Trust
Charges determined by number of par-

Service area. nationwide
AccuRecord Inc.

ticipants, complexity of plan, assets under
Services began. 1989 3080 S Bristol St , Second Floor, Locations administrative/consulting of-

100 Executive Drive,
Software leased from outside vendor,

management, time and expense, frequency Costa Mesa, Calif 92626, fices in San Rafael, Calif, Denver, St Pe-
accommodates 99 Investment funds and 8

Edgewood, N Y 11717, of valuations 714-437-1012, fax 71 4-437-4065 tersburg, Fla, Midlothian, Va, Milwaukee
types of contnbutions Charges determined by number of par-

631-243-6400, fax 631-243-6427 Officers James W Landis, president, Administration cash, unit-value, full-
www cnatrust com

Mero J Capo, Stephanie M Hepler, vps Staff ticipants, complexity of plan, assets under
www accu record com share accounting, accommodates loan pro-

Contact Stephanie M Hepler, retire@apb Total 250 management
Staff visions

financial com Involved in 401(k) plan services 150 Officers Glenn Dial, Brain Meharry, Steve
Total 90 Client services daily valuations, toll-free Clients Syrkin, vps
Involved in 401(k) plan services 85 service for account balance inquiries, toll- Total 2,000

Contact Glenn Dial
Clients Ameritas Life Insurance free service to request account activity, on- Receiving unbundled services 150
Total 2,149 Corp. line access, communication of plan features Receiving bundled services 1,850 The Chicago Trust Co.Receiving unbundled services 123

5900'0' St ,
to employees, consults on plan design is- Average participants/plan 100

Receiving bundled services 2,026 sues, compliance issues, manages invest- 171 N Clark St , 10RTR,

Average participants/plan 300 Lincoln, Neb 68510, ment of 401(k) plan funds, portfolios, in- Parent. CNA Financial Corp Chicago, Ill 60601,
Minimum participants/plan 100 402-467-1122, fax 402-467-7952 dexed portfolios, self-directed brokerage Services began· 1985 312-223-2300, fax 312-223-5731
Maximum participants/plan 250,000 www amentas com accounts Software. purchased from outside ven- www chicago-trust com

Staff Service area nationwide dor, accommodates 400 Investment funds
Services began 1982 Staff

Software written and maintained In- Total 1,136 Locations· administrative/consulting of- and 45 types of contributions
Administration· cash unit-value, full-

Total 300

house, accommodates 99 investment funds Involved in 401(k) plan services 38 fices m Carlsbad and Santa Ana, Calif Involved in 401 (k) plan services 120

and 32 types of contributions Clients Charges· determined by aumber of par. share accounting, accommodates loan pro- Clients
Total 327 ticipants, complexity of plan Visions

Administration cash, unit-value, full- Total 475

share accounting, accommodates loan pro- Receiving unbundled services 21 Officers. Robert H Gorelick president Client services daily valuations, toll-free
Receiving unbundled services 100

Receiving bundled services 306 service for account balance inquiries, toll-
visions

free service to request account activity, on- Receiving bundled services 375

Client services daily valuations, toll-free Average participants/plan 30 Benefits Connection
line access, communication of plan features Average participants/plan 500

service for account balance Inquiries, toll- 2000 revenues *

Total $533,403,000 Group (BCG) to employees, self directed brokerage ac- Minimum participants/plan 50

free service to request account activity, on- Maximum participants/plan 15,000

line access, consults on legal issues, com- 401 (k) plan administration $426,841 1130 Connecticut Ave NW, counts (multi-broker, multi-asset class),
trust services, consults on legal Issues, plan

2000 revenues

plianceissues, employee communications Parent: Amentas Acacia Holding Co Suite 1000, Total
design issues, compliance issues, employ-

$54,000,000,000
Service area. nationwide Services began 1985 Washington, D C 20036,

ee communications 401(k) plan administration $15,000,000

Charges determined by number of par- Software purchased from outside ven- 202-828-7186, fax 202-828-7105 Service area nationwide Parent ABN AMRO Asset Management
tic,pants dor, accommodates 400 Investment funds www bcg-dc com Locations. administrative/consulting of- Services began 1983Officers George Chave, president, Paul and 400 types of contributions Staft fices in Costa Mesa, Calif, Chicago, New Software purchased from outside ven-
Badamo, John Bradley, executive vps Administration unit-value accounting, Total 10 York dor, accommodates 50 investment funds

Contact Kevin Rooney, vp, kpr@ac- accommodates loan provisions Involved m 401(k) plan services 4 Charges determined by number of par- and 20 types of contributions
curecord com Client services daily valuations, toll-free Clients ticipants, complexity of olan, assets under Administration· cash, unit-value, full-service for account balance Inquines, online Total 70 management, time and expenses, frequency share accounting, accommodates loan pro-
Administrative Management access, communication of plan features to Receiving unbundled services 70 of valuations visions

Group (AMG) employees consults on legal issues, plan Average participants/plan 50 Officers Renate Renfro, president, John Client services daily valuations, toll-freedesign Issues, compliance Issues. employ- Minimum participants/plan
3800 N Wilke Road, 25 Brown, Frank Bruno, senior vps service for account balance inquiries, toll-ee communications, manages investment Maximum participants/plan 5,000
Arlington Heights, Ill 60004, of 401(k) plan funds Contact Frank Bruno, 714-437-4213, free service to request account activity, on-

Parent American Insurance Assn frank bruno@cnatrust com line access, communication of plan features
847-577-6000, fax 847-818-4746 Service area nationwide

Services began 1981 *Estimated to employees, trustee, custody, distribu-
www amgusa com Charges determined by number of par- tions, consults on legal issues, plan design

Staff ticipants, assets under management, time Software recordkeeping is provided by

Total 145 and expense, frequency of valuations an outside third party, accommodates16 Carlson, Quinn & Associates issues, compliance issues, employee com-
munications, manages investment of

Involved in 401(k) plan services 80 Officers Larry Arth, chairman/CEO, Ken types of contributions 2000 Powell St , Suite 1600, 401(k) plan funds
Clients Louis, president/COO, JoAnn Martin senior Administration unit-value, full-share ac-
Total 220 vp/controller/CFO

Emeryville, Calif 94608, Service area nationwide
counting, accommodates loan provisions 510-420-9020, fax 510-420-9021 Locations administrative/consulting of-

Receiving unbundled services 132 Contact Jessie Ellen Waller, 800-745- Client services daily valuations, toll-free Stall fices in Atlanta, St Louis, West Orange,
Receiving bundled services 88 9995, jwaller@amentas com service for account balance Inquiries, toll- Total 20 N J
Average participants/plan 900 *Revenues using GAAP accounting rules free service to request account activity, on- Involved m 401(k) plan services 20 Charges determined by number of par-
Minimum participants/plan 50 line access, communication of plan features Clients ticipants, assets under management, time
2000 revenues to employees, group health and welfare Total 250 and expense
Total $13,600,000 . plans, pension plans, flexible spending ac- Receiving unbundled services 250 Officers Stuart Bilton, president, Terry
401(k) plan administration $9,975,000 counts, consults on legal Issues. plan de- Average participants/plan 175 Zirkle, Mark Metz, senior vps

Services began 1982 sign issues, compliance issues, employee Maximum participants/plan 10,000
Software written and maintained in- Benefit Dynamics Inc. communications 2000 revenues Continued on next page

house, accommodates 80 investment funds 8 Ranoldo Terrace, Suite 200, Service area. nationwide Total $2,200,000

and 20 types of contributions Cherry Hill, N J 08034, Charges determined by number of par- 401(k) plan administration $1,750,000
Administration cash, unit-value, full- 856-616-1400, fax 856-616-1401 ticipants, assets under management Services began· 1994 The terms used in the B/ directo-

share accounting www benefitdynamics com Officers Carlos A Munoz, CEO, David S Software purchased from outside ven-
Client services daily valuations, toll-free ry of 401(k) plan administrators are

Staff Lauer, COO, Lindsey Smith, director-sav- dor
service for account balance mquines, toll- Total 20 ings plans Administration cash, unit-value, full- defined on page 17
free service to request account activity, on- involved m 401(k) plan services 10 Contact info@bcg-dc com share accounting, accommodates loan pro-
line access, online planning tools, employee visions



Businessinsurance, May 28.2001 / 17

to request account activity, communication of Clients of valuations Parent: Great-West Lifeco Inc
Continued from previous page plan features to employees, consults on legal ls- Total 265 Omcers: Brian Boyle, chairman, Troy Service began 1985

DailyAccess.Com Inc. sues, plan design issues, compliance issues, em- Receiving unbundled services 250 Shaver, vice chairman, Radu Pasovschi, Soltware written and maintained In-

3101 International Drive, Building 6, ployee communications houseReceiving bundled services 15 president
Service area. Maryland, North Carolina. South Average participants/plan 125 Contact' Craig Arnold, area vp, carnold Administration unit-value, full-share ac-

Suite 600, Carolina, Virginia, West Virginia and the Distnct of @goldk com cointing, accommodates loan provisions
Mobile, Ala 36606-3099, Services began: 1981

Columbia *Estimated

888-5354322, fax 334-665-1802
Software: written and maintained In- Client services: daily valuations, toll-free

Charges determined by number of partici- se-vice for account balance inquiries, toll-
house, accommodates 999 Investment

www dailyaccess com pants, complexIN of plan
Stall

funds and 999 types of contributions Great-West Life & Annuity free service to request account activity, on-
Officers· Steve Fargis, pres,dent Administration. cash, unit-value, full- line access, communication of plan featuresInsurance Co.

Tomi 92 Contact George A Harbour Jr, gharbour share accounting, accommodates loan pro-
to employees, automatic enrollment, elec-

Involved m 401(k) plan services 53 @ncnc com 8505 E Orchard Road, 10T1, tronic enrollment, QDRO processing, distri-
visions

Clients Client services daily valuations, toll-free Greenwood Village, Colo 80111, butions, withdrawals, plan documents,
Total 547 303-737-3000, fax 818-214-5117 amendments, eligibility determination,service for account balance inquiries, toll-
Receiving unbundled services 547 trustee services, legislative support and in-
Average participants/plan

www g,via com

Minimum participants/plan 3
line access, custom Internet applications, Stall

fo'mation, performance monitoring, self-

consults on legal Issues, plan design ls- Total 8,626 directed brokerage account, participant in-
Maximum participants/plan 25,000 GoldK 422 vestment advice (third-party), paperlesssues, compliance issues, employee com- Involved in 401 (k) plan services plans, consults on legal issues, plan design

Services began 1995 2800 Livemots, Suite 450, munications Clients

Sollware: written and maintained in-
house, accommodates 20 types of contri-

Troy, Mich 48083, Service area nationwide Total 8,904 Issues, compliance Issues, employee com-

248-528-6630, fax 248-457-8414 Locations administrative/consulting of- Receiving unbundled services 3,027 munications, manages investment of
buttons fices m Southport, Conn, Washington, Receiving bundled services 5,877 401(k) plan funds

Administration. cash, unit-value account- www goldk com Waltham, Mass, Rochester, N Y Average participants/plan 50 Service area· nationwide
Staff

1ng Charges: determined by number of par- Mmimum participants/plan 5 Locations: administrative/consulting of-

Cl,ent services. daily valuations, toll-free Total 100*

service for account balance inquiries, toll- Involved m 401(k) plan services 35 tic'pants, complexity of plan, assets under Max,mum pamcipants/plan 10,000 fices m 54 offices nationwide
management, time and expense, frequency

Continued on next page

free service to request account activity, on-
line access, communication of plan features
to employees, consults on legal issues, plan
design issues, compliance issues, employ-
ee communications

Service area: nationwide
Charges: determined by number of par-

1 '' 4 + 1

ticipants, complexity of plan, assets under
management, time and expense

Officers. Greg Carpenter, president/CEO,
Burgess A Thomasson Jr, executive vp,
Stephen L Schardin. executive vp-sales and 4 -3»

marketing 7 1
Contact: info@dailyaccess com 4

.

.

-

Employee Benefits Services
1934 Thomson Drive, Lower Level, T

--

Lynchburg, Va 24501, -*gr

804-5284634, fax 804-845-4724
-f'_

www ncrIc corn/hnancial/m_financial stm
Staff 4-:

Totpl 15

Involved m 401(k) plan services 13
'L.1

Clients 4,#*P -3.,i' -F.
Total 450 . 4 :1' f. - 1-,-,A l 1.-

Receiving unbundled services 450
1, ; I

Average participants/plan
1 1

25 5 * L

Maximum participants/plan 200
.I

W'1,1 b
Parent. NCRIC Group Inc
Services began 1981
Software purchased from outside vendor t
Admimstration· cash, unit-value, full-share ac- jk,

counting, accommodates loan provisions %,

Client services. daily valuations, toll-free ser- ==-it - 1 fl
vice for account balance inquiries, toll-free service - i --

e» 1

Directory terms fs 

*.. _ - 3 51;Pk>
44

V

explained =*Ivt« . " 4,9 - Vill. .*1

The directory of 401(k) plan administrators 695 yuu Iuu;0117 11,1 0 **6-
contains Information on companies that pro- K.£

vide services such as enrollment recordkeep-
ing, daily maintenance of participants' ac- *18=bl*ilim i-[Bi; 6DfO *Hff,-It-Hifttitiri 51:21 - I 11;41[MI,475'r:»if:il K-irr-*
counts and handling of account actwKY To be
listed, a company must offer these services in-
dependently of any investment services, com- 11': 111:4 1IjIDIB 131113]B ED ijIl«!IP (Il]Fi-il*-fnft,Ti19
panies may or may not offer investment man-
agement In addmon to admnistration services

Each listing begins w,th the company's -9 H RT]Iira I;TRY-Tij jl Jj.WI| 310 11 &1EdiLJ E£!112 38 lEra ft irt 1-1 12SY9
name, address, telephone and fax numbers, as 
well as its Web stte address, d available List- f
ings cont,nue with information on stall, includ-

--hen take a close look at the Certified Employee Benefit Specialist* CCESS®) program
ing total staff and the number involved with
401(k) plan services Information on clients CEBS is the strong partner you need to help you shape your future career path. In addition to
also is provided, Including a breakout of the earning the most prestigious designation in the benefits industry, the CEBS program now offers
number of clients receiv,ng 401(k) plan admin-
istration services on an unbundled vs bundled specialty tracks in Group Benefits and Retirement Plans.
basis 2000 revenues and revenues from Both tracks have a three-course requirement that leads to Recognition of Academic
401(k) plan adminismon services are indud-
ed when provided by the company Next, the Achievement upon completion Completing a specialty track puts you on the path to earning the
parent company and the yearthat the compa-
ny began offenng 401(k) plan administration CEBS designation-the standard of excellence in employee benefits
services are provided

Also listed are the software used and ad-
ministration services provided, including the

Call now for more information!
accounting methods the company uses and
whether,t has the ability to accommodate loan (800) 449-CEBS (2327) m Fax. (262) 786-8650  E-mail: cebs@ifebp org  Web site. www.ifebp.org
provisions for chents The client services sec-
bon details any support services provided

In addmon, the sen,ice area and locabons

of administrative/consumng offices are listed,
along with how the company charges for ser- /-'4  ® Certified Employee Benefit Specialist* Program
vices The names and Mes of pnncipal officers ( CEBSJ International Foundation of Employee Benefit Plans
and a contact person complete each listing 18700 W Bluemound Rd • PO Box 1270 • Brookfield, WI 53008-1270

The directory is published as an editonal The CEBS program is cosponsored by the International Foundation of Employee Benefit Plans
service, there is no charge for companies to be and the Wharton School of the University of Pennsylvania
included Information reported ts based on
each company's response to a Bus,ness /n-
sumncequest,onnaire Although every effortis
made to pnnt complete and accurate list,ngs,
8/is unable to venfy all informahon provided
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Continued from previous page house Contact onesource@milliman com ee communications Software written and maintained in-
Charges· determined by number of par- Administration cash, unit-value, full- Service area' nationwide house, accommodates 200 investment

ticipants, complexity of plan, assets under share accounting, accommodates loan pro- Locations administrative/consulting of- funds and 10 types of contributions
management

visions fices in Evansville and Indianapolis, Ind Administration cash, unit-value, full-
Officers Jim Motz, executive vp-employ- Client services daily valuations, toll-free Charges. determined by number of par- share accounting, accommodates loan pro-

ee benefits, Jay Wnght, senior vp-mid-mar- service for account balance mquiries, toll- ticipants, complexity of plan, assets under visions
ket accounts, Patricia Neal Jensen, vp-em- free service to request account activity, on- National Benefit management, time and expense Client services daily valuations, toll-free
ployee benefits pension sales line access, communication of plan features Consultants Inc. Officers Daryl J Dean, chairman/prest- service for account balance inquiries, com-

Contact Patricia Neal Jensen, 818-956- to employees, alliances with outside firms denUCEO, Gary Chattin, Jeffrey S Line, se- munication of plan features to employees,
7429, patricia neal@gwl com for brokerage and IRA capabilities, invest- 28800 Orchard Lake Road, Suite 210, nior vps

ment advice, consults on legal issues, plan Farmington Hills, Mich 48334,
consults on plan design issues, compliance

Contact· Gary Chattin, info@nyhart com issues, employee communications
design issues, compliance issues, employ- 248-539-4000, fax 248-539-4012
ee communications

Service area California, Connecticut,
www natlben com

Service area* nationwide Florida, New Jersey, New York, Pennsylva-
Staff

Locations administrative/consulting of- Total 14

nia and the District of Columbia

Charges determined by number of par-
HCC Employee Benefits Inc. fices m Newport Beach, Calif, Norwalk, Involved m 401(1) plan services 8 ticipants, complexity of plan, time and ex-

Conn Orlando, Fla,Atlanta, Ljncolnsh,re, Clients PFPC
5555 San Felipe, Suite 1100, Ill, Bridgewater, NJ, The Woodlands, Total

pense, frequency of valuations

Houston, Texas 77056, Texas
83 400 Bellevue Parkway, Contact Steven Roemer, president

Receiving unbundled services 8
713-622-8930, fax 713-622-6705 Charges determined by number of par- Receiving bundled services Wilmington, Del 19809,

75
Staff ticipants, complexity of plan Average participants/plan 302-791-2000, fax 302-791-157070
Total 50 Officers Dale Gifford, CEO, Scott Peter- Maximum participants/plar 200 www pfpc com
Involved m 401(k) plan services 5 son, global practice leader-defined contri- Services began 1981

Staff

Clients bution services, Tim Murphy, business de- Total 5,100
Total 10 Velopment Software written and maintained in-

house, accommodates 99 investment funds Involved in 401 (k) plan services 670

Receiving unbundled services 10 Contact Tim Murphy Clients Sansima Consulting
Average participants/plan 1,000 * Estimated and 99 types of contributions Total 5,300 Group Inc.
Minimum participants/plan 10

Administration cash unit-value, full-
share accounting, accommodates loan pro- Receiving unbundled services 5,300 404 Towne Centre Drive,

2000 revenues
visions Average participants/plan 300

Total
Hillsborough, N J 08844,

$14,500,000 Client services daily valuations, toll-free Minimum participants/plan 50

401(k) plan administration $400,000
908-904-0412, fax 908-904-0812

Parent HCC Insurance Holdings Inc Invesmart Inc. service lor account balance inquiries, com- Parent: PNC Financial Service Group Inc www sansima com

municatlon of plan features to employees, Services began· 1981
Services began 1992 Penn Center W Six, Suite 211,

Staff

consults on legal issues, plan design is- Software. written and maintained in- Total 4Software leased from outside vendor, Pittsburgh, Pa 15276, sues, compliance issues, employee com- house
accommodates 99 Investment funds and 99 Involved in 401(k) plan services 4

412-249-3200, fax 412-249-3242types of contributions munications, manages Investment of Administration cash, unit-value, full- Clients
www invesmart com 401(k) plan funds share accounting, accommodates loan pro- Total 18Admmistration cash, unit-value, full- Staff Service area Midwest visions

share accounting, accommodates loan pro- Receiving unbundled services 15
Total

visions
550 Charges' determined by number of par- Client services daily valuations, toll-free Receiving bundled services 3

Involved in 401(k) plan services soo ticipants, complexity of plan, assets under service for account balance inquiries. toll- Average participants/plan 1,500Client services toll-free service for ac-
count balance inquiries, toll-free service to

Clients management, time and expense, frequency free service to request account activity, on- Minimum participants/plan 10
Total

request account activity, online access, 5,000 of valuations line access, communication of plan features Maximum participants/plan 10,000
Services began 1981 Officers Michael T Stacey, to employees, trading platform for mutual

communication of plan features to employ- Services began 1997
pres,denupnncipal, Harold H Lambert, Bri- funds, trust downloads, consults on plan

ees, Investment policy statements, monitor- Software written and maintained in-
an V Stevens, principals Software purchased from outside ven-design issues, compliance issues, employ-

Ing of Investment performance, consults on house, purchased from outside vendor, dor
ee communications'

legal issues, plan design issues, compliance leased from outside vendor, accommodates Service area nationwide Administration cash, unit-value, full-
issues, employee communications 50 Investment funds Northern Trust Retirement

Locations administrative/consulting of- share accounting, accommodates loan pro-
Service area nationwide Administration cash, unit-value, full- Consulting L.L.C. fices in Seal Beach, Calif, Tampa, Fla,

visions

Charges determined by number of par- share accounting, accommodates loan pro- Client services daily valuations, toll-free
ticipants, complexity of plan, assets under visions 3003 Summit Blvd , Sulre 100, Westborough, Mass, Bloomington, Minn, service for account balance inquiries, toll-
management, time and expense, frequency Client services. daily valuations, toll-free Atlanta, Ga 30319, Charlotte, NC, Richmond, Va

Charges: determined by number of par- free service to request account activity, on-
of valuations service for account balance inquiries, toll- 678-259-6000, fax 678-259-6230

ticipants, complexity of plan, assets under line access, communication of plan features
Officers. Larry Kachler, cha,rman, Rob free service to request account activity, on- www northerntrust com

management, time and expense, frequency to employees, trust, custodial and invest-
Schanen, CEO, Phil Peters, principal line access, communication of plan features Staff of valuations ment advisory services through alliances

Contact· Phil Peters, ppeters@hcceb to employees, consults on legal issues, plan Total 548 Officers J Richard Carnall, chairman/ with outside vendors, company stock ad-
com design issues, compliance issues, employ- Involved in 401(k) plan services 377 CEO, Clayton H Burton, executive vp, Nan- mmistration, qualmed and non-qualified re-

ee communications Clients
cy Wolcott, executive vp-retirement ser- tirement plan administration, consults on

HPL&S Inc.
Service area nationwide Total 192 vices legal issues, plan design issues, compliance
Locations administrative/consulting of- Average participants/plan 8,800 Contact: information@pfpc com issues, employee communications

125 S Wille Road, fices In San Jose, Calif, Wilmington, Del , Minimum participants/plan 1000 Service area nationwide

Arlington Heights, 111 60005, Orlando, Fla, Chicago, Louisville, Ky, 2000 revenues Charges determined by number of par-
847-392-2999, fax 847-392-1053 Boston, Portland, Maine, Charlotte and 401(k) plan administration $2,200,000,000 The Paragon Alliance ticipants, complexity of plan, assets under
www hplspen com Raleigh, NC, Cincinnati, Cleveland, Port- Parent The Northern Trist Co Group L.L.C. management, time and expense, frequency

Staft land, Ore, Harrisburg and Pittsburgh, Pa, Services began 1981 of valuations64 N County Line Road, P 0 Box 64157,
Total 37 Austin, Texas, Seattle Software written and maintained in- Officers Gus J Sanchez, president/CEO,

Charges determined by number of par- house Souderton, Pa 18964,
Involved m 401(k) plan services 25 215-703-0844, fax 215-723-1265

Susan J Schutzman, vp/COO
Clients ticipants, complexity of plan, assets under Administration' unit-value, full-share ac- Contact Gus J Sanchez, sanchez@sansi-
Total 350 management, time and expense, frequency counting, accommodates loan provisions www tpagroup com ma com, Susan J Schutzman, schutz-

of valuations Statf
Receiving unbundled services 225 Client services. daily valuations, toll-free man@sansima com

Total 10Receiving bundled services 125 Officers Craig Kirsch, CEO/CFO, Mark service for account balance mquines, toll- involved m 401(k) plan serv,ces
Average participants/plan Gensheimer, senior vp-sales and marketing, free servile to request account activity, on- 10

Christian Echavarria, COO Clients Securian Retirement Services*
Maximum participants/plan 5,000 line access, communication of plan features Total 400 400 Robert St N ,
2000 revenues Contact William Glass, director-distnbu- to emplovees, self directej brokerage ser-
Total $4,483,000 tion, Invesmart sales@mvesmart com vice, financial planning, financial advice, Receiving unbundled services 75 St Paul, Minn 55101,

401(k) plan administration $1,867,000 IRA rollover service, consults on legal is- Receiving bundled services 325 651-665-4701, fax 651-665-3345
Average participants/plan 50

Services began 1983 sues, plan design issues compliance is- www securlan com
2000 revenues

Software purchased from outside ven- -M....................- sues, employee communications, manages Total Staff

$750,000 Total
dor, accommodates 20 investment funds investment of 401 (k) plan funds

401(k) plan administration
4,000

and 7 types of contributions Service area nationwide, Europe $650.000* Involved m 401 (k) plan services 302
Milliman USA inc. Locations administrative/consulting of- Parent Detweller, Hershey & Associates ClientsAdministration cash, unit-value, full-

share accounting, accommodates loan pro- 9400 N Central Expressway, Suite 1000, fices m Atlanta, Chicago, Seattle PC Total 1,850

visions Dallas, Texas 75231, Charges determined by number of par- Services began 1981 Receiving unbundled services 560

Client services daily valuations, toll-free 214-863-5500, fax 214-863-5501 ticipants, complexity of plan, assets under Software purchased from outside ven- Receiving bundled services 1,290
management dor

service for account balance inquiries, toll- Average participants/plan 87
www milliman corn

free service to request account activity, Staff Officers Connie Magnuson, chairman, Administration cash, unit-value, full- Minimum participants/plan 25

Dennis Sam, president/CEO, Andy Adams, share accounting
communication of plan features to employ- Total 1,500 COO

Parent Securian Financial Group Inc
ees, administration of and/or coordination Involved in 401(k) plan services

Client services communication of plan
375 Services began 1984

with other retirement plans maintained by Clients Contact' Chard Cunningham, manager- features to employees, consults on plan de- Software purchased from outside ven-
the sponsor, consults on legal issues, plan Total sales support, chad cunningham@ sign issues, compliance issues, employee dor

1,288 ntrs com communications
design issues, compliance issues, employ- Receiving unbundled services 663

Administration cash, unit-value account-
Service area. nationwide

ee communications, manages Investment Receiving bundled services 625 Ing, accommodates loan provisions
of 401(k) plan funds Charges determined by number of par-

Average participants/plan 330 The Nyhart Co. Inc. Client services daily valuations, toll-free
Service area nationwide Minimum participants/plan 10 ticipants, complexity of plan, assets under service for account balance inquiries, toll-

9320 Pnonly Way W Drive,
Charges determined by number of par- Maximum participants/plan 50,000 management, time and expense, frequency free service to request account activity, on-

Indianapolis, Ind 46240-1468 of valuations
ticipants, complexity of plan, assets under line access, communication of plan features

Services began. 1981 317-803-7700, fax 317-803-7895 Officers' Rob Wisner, president, Robert to employees, interactive self-service, on-management, time and expense, frequency Software written and maintained in-of valuations www nyhartco com Schoen, Bruce Detweller, partners-Detweil- line enrollment, foreign language capabill-
Officers Ira A Post, president, Thomas

house, leased from outside vendor Staff er, Hershey & Associates P C ties, flexible data exchange services, data
J Doherty, vp, William C Ludwig, treasur- Administration cash, unit-value, full- Total 160 Contact Rob Wisner, rob@tpagroup transfer tools, consults on legal issues, plan

share accounting com
er Involved in 401(k) plan services 10

* Estimated design issues, compliance issues, employ-
Client services daily valuations, toll-free ClientsContact Thomas J Doherty ee communications, manages investment

service for account balance Inqulnes, toll- Total 50 of 401(k) plan funds
free service to request account activity, on- Receiving Lnbundled services 50 Service area nationwide

Hewitt Associates L.L.C. line access, communication of plan features Average palicipants/plan 200 Locations administrative/consulting of- i
100 Half Day Road, to employees, consults on legal Issues, plan 2000 revenues fices in Los Angeles, San Francisco, At- 1
Uncolnshire, 111 60069, design issues, compliance issues employ- Total $10,500,000 lanta, Chicago, Boston, Detroit, Minneapolis 11
847-295-5000, fax 847-883-9019 ee communications, manages investment 401(1) plan administration $660,500 Retirement Resources Inc.

of 401(k) plan funds
and St Paul, Minn , St Louis, Cleveland,

www hewitt com Services began 1981 1983 Marcus Ave, Suite 260, Philadelphia, Memphis, Tenn, Houston,
Staff

Service area nationwide
Software purchased from outside ven- Lake Success, N Y 11042, Richmond, Va, Seattle

Total
Locations admimstrative/consulting of-

12,000 fices in Denver, Indianapolis, Minneapolis, dor, accommodates 19 investment funds 516-358-3969, fax 516-488-1081 Charges determined by number of par-
Involved tri 401(k) plan services 2,000 Omaha, Neb , West Patterson, NJ, Albany and 15 types of contributions Staff ticipants, complexity of plan, assets under
Clients Administration cash, unit-value, full- Total management, time and expense

and New York, N Y, Portland, Ore , Dallas, 17
Total 145 share accounting, accommodates loan pro- Officers Bob Senkler, chairman/presi-

Houston, Milwaukee, Seattle Involved in 401 (k) plan services 12

Receiving unbundled services 145 visions Clients dent/CEO, Randy Wallake, executive vp-in-
Charges determined by number of par-

Minimum participants/plan Client services daily valuations, toll-free Total dividual and pension, Richard Manke, vp-2000 ticipants, complexity of plan, assets under 300
retirement plan services2000 revenues management, time and expense service for account balance Inquiries, toll- Receiving unbundled services 75

Total $1,300,000,000* Contact teresa mcnamara@minnesota-
Officers Mark Tneb, managing principal, free service to request account activity, on- Receiving bundled services 225

Services began 1981 mutual com
Jim Davis, Sarah Ammons, equity pri nci- line access, communication of plan features Average participants/plan 70

Software written and maintained in- pals to employees, consults on legal Issues, plan Minimum pamcipants/plan 10
* Business unit of Minnesota Life Insur-

design issues, compliance issues, employ- ance Co
Services began 1983

Continued on next page
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Continued from previous page Parent FleetBoston Financial Corp Total 35 Ingstar Clearfuture investment advisory ser- Total 551

Software leased from outside vendor, Involved in 401(k) plan services 5 vices, due dillgence reviews, full fiduciary Cl,ents
SilverStone Group Inc. accommodates 99 investment funds and 99 Clients compliance coverage, consults on legal is- Total 4,076

11516 Miracle Hills Dnve, Suite 102, types of contributions Total 115 sues, plan design issues, compliance is- RBceiving unbundled services 4,076

Omaha, Neb 68154, Administration cash, unit-value, full- Receiving unbundled services 85 sues, employee communications, manages A·,erage participants/plan 100

402-964-5400, fax 402-964-5454 share accounting, accommodates loan pro- Receiving bundled services 30 Investment of 401(k) plan funds Minimum participants/plan 2

visions Average participants/plan 100 Service area nationwide Maximum participants/plan 10,000

www silverstonegroup com Client services daily valuations, toll-free Minimum participants/plan 25 Locations administrative/consulting of-
Stall

Parent. Principal Financial Group

service for account balance Inqulnes, toll- Maximum participants/plan 5,000 flces m Cranford, NJ, New York
Total 125

Services began 1981

free service to request account activity, on- 2000 revenues Charges determ,ned by number of par- Software purchased from outside ven-
Involved m 401(k) plan services 14

line access, communication of plan features Total $7,500,000 ticipants, complexity of plan, assets under dor

Clients

Total 65
to employees, consults on legal issues, plan 401(k) plan admmistration $350,000 management Administration unit-value accounting

design Issues, compliance issues, employ- Parent Thesco Benefits LLC Officers Walter Harris, chairman, Client services daily valuations, toll-free
Receiving unbundled services 65

ee communications, manages investment Services began 1995 Richard Fleder, president, John A Cunning- p.rvice for account balance inquiries, toll-
Average participants/plan 85

of 401(k) plan funds Software recordkeeping is provided by ham, president-retirement planning ser- free service to request account activity, on-
Minimum participants/plan 2

Service area. nationwide an outside third party, accommodates 15 vices line access, communication of plan features
Maximum participants/plan 5,000 Locations admimstrative/consulting of- investment funds and 4 types of contnbu- Contact John A Cunningham to employees, consults on plan design is-
2000 revenues

Total $18,000,000
flces in Crawford, Hackensack and Prince- tions sues, compliance issues

401(k) plan administration $1,000,000
ton, N J Administration cash, unit-value, full- Trustar Retirement Service area nationwide

Charges determined by number of par- share accounting, accommodates loan pro- Charges determined by number of par-
Serv,ces began 1983

Services Inc.
ticipants, complexity of plan, assets under visions ticlpants

Software purchased from outside ven- management, time and expense, frequency Client services daily valuations, toll-free 1013 Centre Road, Officers· Ned Burmeister, president
dor, accommodates 25 investment funds of valuations service for account balance inquiries, toll- Wilmington, Del 19805, Contact Michael T Spencer, vp-sales
and 6 types of contributions Officers Gerard Desmond, director-re- free service to request account activity, 800-824-7096, fax 302-995-6013 and marketing

Administration cash, unit-value account- tirement plan services, Jim Brown, senior communication of plan features to employ- www trustar-rs com

Ing vp-retirement plan services, Linda Ferrari, ees, MPower-Financial Engines-Morn- Stall Continued on next page

Client services communication of plan vp/manager-retirement plan services
features to employees, nondiscrimination Contact Gerard Desmond, 14 Commerce
testing 5500 preparation, plan documents Drive, Cranford, N J 07016, 908-931-3055,
and policies, loan documentation, distribu- gdesmond@summitbank com
tion processing, RFP provider searches,
consults on legal Issues, plan design is-

j,·y[*lance issues, employee com- Stor1 ptrfOunwoody Road,manages Investment of
401(k) plan funds Building B, Suite 170,

Service area nationwide Atlanta, Ga 30328,
Charges. determined by number of par- 770-396-6601,fax 770-396-0067

ticipants, complexity of plan, assets under

BIG THINGS
management, time and expense, frequency

www swerdlin net
Stall

of valuations
Officers John P Nelson, CEO, Anthony

Total 54 COME IN SMALLI'ACKAGES
J Sorrentino, COO, Bame Johnson, chief

Involved m 401(k) plan services 35 Wa' or

accounting officer
Clients ne ,ne

Contact Ginger Whetstone, gwhet-
Total 650 ,e 1-to-

stone@ssgi com
Receiving unbundled services 650 dJ
Average participants/plan 400

ga. .vel

Minimum participants/plan 125 rreer ,t iD

Standard Insurance Co. 2000 revenues , the, rea. Jore 1

Retirement Plans Marketing, 1100 S W Total $5,300,000 nat .om jven

401(k) plan administration $3,000,000
Sixth Ave , Suite Pl OA,

the 1 itica' -10 t}
.V

Portland, Ore 97204-1093, Services began 1983 off f
dD

*:an't 'ng

877-805-1127, fax 503-321-8005
Software leased from outside vendor .don goop 4broit "

i

www standard com
Admmistration cash, unit-value, full- eupt}

er
cost

Staff
share accounting

Client services daily valuations, toll-free
se NF fi Y, W

Total 239
service for account balance Inquiries, toll- d Jets

Involved In 401(k) plan services 219
, B Ric' li

free service to request account activity, on- arour
Clients

''S Ct un,

TotA I 860 line access, recordkeeping and administra- ,ith Ic ICS. iei

Receiving unbundled services 71
tive services for all qualified and nonqual,- idian'

Receiving bundled services 789
fied plans, consults on legal issues, plan de-
sign issues, compliance issues, employee

disar sa

Average participants/plan 91 ensiv oF

Minimum participants/plan 2
communications

Service area nationwide · two et
2000 revenues

Total
Charges. determined by number of par- Batc

$1,500,000,000*
Bt

401(k) plan administration $74,700,000
ticipants, complexity of plan, assets under *Ut r

management, time and expense, frequency
Parent StanCorp Financial Group

or
of valuations

Serv,ces began 1983 Officers· Dom Swer(lim, president/CEO,
ir

Software purchased from outside ven- Joanne Swerdlin, Tony Brizzolara, executive go' r'

dor, accommodates 20 Investment funds vps e.

and 400 types of contributions Contact Lee Swerdlin, associate market- 6 +'

Administration unit-value, accounting, Ing director, 770-396-6601, ext 353, g
accommodates loan provisions Iswerdlin@swerdlin net, Joanne Swerdlin,

Client services daily valuations, toll-free 770-396-6601, ext 312, iswerdlin@
service for account balance inquiries, toll- swerdlin net

Ar

free service to request account activity, on- r

line access, communication of plan features
to employees, enrollment support, online T
third-party investment advice, self-directed --4
brokerage through a TPA, asset allocation
modeling through registered investment ad- TR Pauline.
visor, consults on legal issues, plan design
issues, compliance issues, employee com- 14 Commerce Road,

munications, manages Investment of Newtown, Conn 06470,

401(k) plan funds, 203-426-8161, fax 203-426-8986
Service area nationwide www trpaul com
Locations administrative/consulting of- Stall

fices in Los Angeles, San Francisco, Den- Total 66

ver, Atlanta, Chicago, New Orleans, Boston, Involved m 401(k) plan services 15
AV RATED / CERTIFIED TRIAL ATTORNEY

Detroit, Cincinnati, Portland, Ore, Harris- Clients
burg and Philadelphia, Pa, Dallas, Houston, Total 175*

DEFENSE OF GENERAL LIABILITY

Seattle Receiving unbundled services 100* PRODUCTS LIABILITY
Charges determined by number of par- Receiving bundled services 75*

ticipants, complexity of plan, assets under Average participants/plan 75
COMPLEX SPECIALTY CLAIMS INCLUDING

management, time and expense Maximum participants/plan 3,000 • CONSTRUCTION DEFECT
Officers Kim Ledbetter, senior vp-retire- Services began 1981

ment plans and individual insurance, Chns-
• MEDICAL MALPRACTICE

Software leased from outside vendor,
tine Raudonis, vp-retirement plans adminls- accommodates 99 investment funds and 10

• ENVIRONMENTAL

tration, David Mansfield, vp-retirement types of contributions
plans sales and marketing Administration cash, unit-value, full-

*Revenues for parent company share accounting, accommodates loan pro- TOLL FREE
visions

1-866-BUBB-LAW
Summit Bank Retirement Client services daily valuations, toll-free

Services service for account balance inquiries, toll-

90 Nassau St,
free service to request account activity, on-
line access, consults on plan design issues,

Princeton, N J 08542, BUBB-HOENcompliance issues, employee communica-
609-430-2049, fax 609-279-9880 tions, manages investment of 401(1) plan

Staft funds ATFORNEYS AT LAW
Total 42 Service area nationwide

Involved in 401(k) plan services 12 Officers Mary Gnffin, president, George
Member NY/NJ/PA Bar

Clients Romer, executive vp
Total 229 * Estimated

Receiving unbundled services 39
25 PROSPECT STREET MORRISTOWN, N.J. 07960-6809

Receiving bundled services 190 Thesco Consultants
TEL. 973-539-6500 FAX. 973-683-0753

Average participants/plan 135 msblawfirm.com

Minimum participants/plan 15 320 W 57th St , Fifth Floor,

Maximum participants/plan 15,000 New York, N Y 10019,
2000 revenues 212-603-0284, fax 212-399-0227 HIGH PERFORMANCE AT VERY COMPETITIVE RATES
Total $9,120,000 www thesco com

401(k) plan administration $666,000 Stall
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USI Consulting Group
95 Glastonbury Blvd.,
Glastonbuty, Conn. 06033;
860-633-5283; fax: 860-652-4062

www.usicgcom
Stall

350

Involved in 401(k) plan services . 110

Clients

Total. 350

Receiving unbundled services....... ...... 100
Receiving bundled services.................... 250
Average participants/plan._ __ 800
Minimum participants/plan ........................ 20
Maximum participants/plan. 20,000
2000 revenues
Total. $50,000,000
401(k) plan administration...... $11,000,000

Parent: USI Insurance Services Corp
Services began: 1982
Software: written and maintained in-

house, leased from outside vendor, accom-
modates 999 investment funds and 99
types of contributions.

Administration: cash, unit-value, full-
share accounting; accommodates loan pro-
visions.

Client services: daily valuations, toll-free
service for account balance inquiries, toll-
free service to request account activity, on-
line access, communication of plan features
to employees, online investment advice, to-
tai benefits outsourcing, executive compen-
sation strategies; consults on legal issues,
plan design issues, compliance issues, em-
ployee communications; manages invest-
ment of 401(k) plan funds.

Service area: nationwide.

Locations: administrative/consulting of-
fices in: San Francisco; Glastonbury, Conn.;
Atlanta; Portland, Maine; Boston; New York,
Knoxville, Tenn.

Charges: determined by number of par-
ticipants, complexity of plan, assets under
management, time and expense, frequency
of valuations.

Officers: Douglas Rubenstein, CEO,
David Hess, COO, Paul Martino; chief mar-
keting officer.

Contact: Erica Donahue; Paul Martino.

Unifi Network

2100 North Central Road,
Fort Lee, N.J. 07024;
201-592-1300. fax: 201-592-9075
www. unifi.com

Staff

Total...... ...............3,500
Involved in 401(k) plan services ... 1,600
Clients

Total 50

Receiving unbundled services. 50
Average participants/plan. j,877
Minimum participants/plan ...........-    10,000

Parent: PricewaterhouseCoopers L.L.P.
Software: written and maintained in-

house, accommodates 99 investment funds
and 32 types of contributions.

Administration: cash, unit-value, full-
share accounting; accommodates loan pro-
visions.

Client services: daily valuations, toll-free

service for account balance inquiries, toll-
free service to request account activity, on-
line access, communication of plan features
to employees, defined benefit administra-
tion, health and welfare administration,
strategic HR outsourcing consults on legal
issues, plan design issues, compliance is-
sues, employee communications.

Service area: nationwide.
Locations: administrative/consulting of-

fices in: Chicago. Fort Lee, N.J.; Cary, N.C.
Charges: determined by number of par-

ticipants, complexity of plan, time and ex-
pense, frequency of valuations.

Officers: Reed Keller, presidenVglobal
leader; Anthony Martin, CEO; Michael
Stemklar, COO.

Contact: Sarah Githens, partner; 201-
302-5248, sarah.githens@unifi.com.

Universal Pensions Inc.

NSC 124 Eighth Ave. N.E.,
Brainerd, Minn. 56401;
800-346-3860; fax: 218-855-6010

www.universalpensions.com
Stall

Total 400

Involved in 401(k) plan services . 200
Clients

Total . 4,500
Receiving unbundled services. ....... 4,500
Average participants/plan„_ ....... 100

Services began: 1981.
Software: written and maintained in-

house.

Administration: cash, unit-value, full-
share accounting

Client services: daily valuations, toll-free
service for account balance inquiries, online
access; consults on plan design issues.

Service area: nationwide.

Locations: administrative/consulting of-
fices in: Chicago; Jersey City, N.J.,
Coatesville, Dalton and Langhorne, Pa.

Charges: determined by number of par-
ticipants, complexity of plan, time and ex-
pense, frequency of valuations.

Officers: Arnie Johnson, chairman/CEO;

Tom Anderson, COO; Dave Lauer, CEO. m
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REPRINT SERVICES

W's Reprint Department can
provide reprints, in quantities of
100 or more, of any article that
has appeared in the magazine.
Legal permission complying
with U.S. copyright laws also
can be provided to companies
that seek to reprint, on their

own, materials that have ap-
peared in the magazine. For in-

formation, please call or fax:
Phone: 312449-5319

Fax: 312-280-3174

Intellectual property cove r
WEST CHESTER, Pa.-Venture

Programs is offering intellectual
property coverage with limits up to
$10 million.

VIP Cover is available to compa-
nies in manufacturing, technology,
life sciences and other areas. It is

written by syndicates at Lloyd's of
London at a minimum premium of
$25,000 and limits beginning at $1
million. Policyholders may choose to
carry retentions beginning at
$50,000.

Venture Programs, the program
division of Harvey Insurance Group
in West Chester, Pa., is including in
the program pursuit coverage forle-
gal costs associated with protecting
intellectual property rights. Cover-
age also protects the policyholder
against allegations that it improper-
ly used the intellectual property of
another company thmugh unautho-
rized acquisition, use or disclosure
of the claimant's intellectual proper-
ty or trade secrets.

More information is available at

Wlew.Ventureprograms.com.

New 0&0 coverage
ENCINO, Calif.-A new directors

and officers liability coverage is
available from undermiting man-
ager NAS Insurance Services.

NAS, based in Encino, Calif., is of-
fering its Entity D&0 with limits as
high as $5 million. The coverage,
written by syndicates at Lloyd's of
London, is being marketed to poli-
cyholders with newly created or ac-
quired subsidiaries. It includes cov-
erage for punitive damages in states
where laws allow those damages to
be cover,ed

Information on the coverage is
available from NAS. at 818-382-
2030.

Comp reporting service
NEW YORK-An alliance between

Insurance Services Office Inc. and

HNC Insurance Solutions aims to

ease workens compensation report-
ing duties.

The partnership expands New
York-based ISO's Workers Com-

pensation Data Reporting Service
for insui-ers, self-insureds and third-
party administrators. Those organi-
zations use the service to compile
oremium and loss transaction re-

PRODUCTS & SERVICES

ports that must be submitted to state
insurance regulators.

Under the alliance, ISO will en-
hance its data-reporting capabilities
by submitting the information to
states through HNC's Internet-
based AC-Web and Trans-Connect

products. "We'11 format and submit
the information to state statistical

agents and state accident boards,
providing workers compensation
carriers with a complete, one-stop
data-reporting solution," said Carole
J. Banfield, ISO's executive vp of
government relations and data man-
agement, in a statement.

The arrangement also will allow
users to access their data and use it

to design management and actuarial
reports.

More information is available

from ISO, at 212-898-6000.

HR se,vice from Zudch NA

SCHAUlV[BURG, Ill.-Zurich

North America is offering its HR
Care risk management product free
to mid-sized privately held compa-
nies that purchase the insurer's
Zurich Private Solutions coverage.

HR Care is an Internet-based ser-

vice that provides a variety of hu-
man resources information and

tools. It includes information on le-

galities related to hiring, managing
and terminating employees, em-
ployment law, benefits, safety and
other topics. There are self-audit
and msearch tools and links to other

human resources information. State

laws relating to human resources is-
sues are covered, as are regulations
in countries other than the United

States.

Users can participate in discus-
sion forums on matters related to

human resources and receive

monthly updates by e-mail.
"It is critically important for all

ourinsurecis to keep up with rapidly
changing laws and practices, so they
can understand, and often mitigate,
workplace problems before they
happen,"said Bruce Hayes, execu-
tive vp of the Management Solu-
tions Group at Zurich North Ameri-
ca, in a statement.

HR Care already was available to
policyholders with 200 employees or
more that purchase employment
practices liability on a stand-alone
basis. Zurich Private Solutions of-

fers directors and officers liability
and EPL coverages under one poli-
CY

More information on HR Care is

available at unow=uric/ma. com.

HSB international cover

HARTFORD, Conn.-A new inter-
national insurance coverage that
fills a middle-market gap is avail-
able from Hartford Steam Boiler In-

spection & Insurance Co.
HSB OneSouree marks the insur-

er's entry into a broader line of spe-
cialty property/casualty coverages.
The coverage combines a number of
insurance products into one pro-
gram that can be tailored to the
needs of a mid-sized U.S. organiza-
tion operating outside the country.

The program includes coverage
for the following foreign exposures:
commercial general liability, com-
meI'cial auto liability, voluntary
workers compensation, employers
liability, commercial property, kid-
nap and ransom, extortion, political
risk, accidental death and dismem-
berment, marine/cargo transit and
CompIehensive clime coverage.

James Parisi, vp at Hartford,
Conn.-based Hartford Steam Boiler,
said in a statement that U.S. organi-
zations increasingly are exposed to a
number of risks through routine ac-
tivities such as business travel and

exporting goods.'Yet many insureds
mistakenly believe that if they don't
have a location or assets overseas,
they don't need international insur-
ance."

He said that a "common miscon-

ception, even among insurance pro-
fessionals, is that you can cover
overseas risks by adding a foreign
coverage endorsement to a U.S. pol-
icy. That approach is inadequate,
because it would not cover claims or

lawsuits filed overseas."

Information on HSB OneSource is

available from Hartford Steam Boil-

er, at 866-861-0140. tm
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WLT SOFTWARE, INC.

Insurance Specialist

Windows Based Solutions & Direction For The New Millennium
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French insurer Groupama-GAN will

become the major shareholder in the
country's largest reinsurer, SCOR S.A.,
by increasing its stake horn 2% to
17.4%. The additional 15% sharehold-

ing will come from the previously an-
nounced sale of Groupama's reinsur-
ance companies, Sorema S.A. and Sore-
ma NA., to SCOR (BI, Apr. 9). Groupa-
ma said the increased ties with SCOR,
which includes a second seat on SCOR's

board, could lead to greater cooperation
between the two, notably in long-term
care insurance, climatic risks and inter-
national markets. The all-stock deal is

based on a combined net asset value of

344 million euros ($303.0 million) for
SCOR and Sorema....Swiss Reinsurance

Co. has bought a $120 miLlion securi-
tized windstorm coverage that includes
a reinstatement. The coverage protects
against losses from catastrophes in the
United States and France...William M.

Mercer Cos. L.L.C. has opened new
consulting offices in Prague, the capital
of the Czech Republic, and Istanbul,
Turkey....Element Reinsurance Ltd. has
completed its first European weather
risk transaction, a rainfall-based deal

for German utility Elektrizitatswerk
Dahlenburg A.G. Under the deal, Ele-
ment Re, a subsidiary of Hamilton,
Bermuda-based XL Capital Ltd., will
provide financial protection to the utili-
ty against excess rainfall during the
summer months. Because many of the
utility's customers are farmers who use
electricity to pump water during peri-
ods of low rainfall, the risk financing
arrangement protects the utility against
revenue declines resulting from de-
creased power demand. London-based
energy broker Spectron Group Ltd.
brokered the deal...The St. Paul Cos.

Inc. is reorganizing its underwriting
and operational structure in the Lloyd's
of London market. The St. Paul, Minn.-

based insurer is consolidating its non-
life Lloyd's syndicates and sub-syndi-
cates into a single syndicate made up of
seven specialist business units. In addi-
tion, the St. Paul will acquire 100% ca-
pacity for all of the syndicates, which
currently derive some capacity from in-
dividual investors. The syndicates being
merged are 183, 227, 340 and 582. Syn-
dicate 779, which underwrites life busi-

ness, will remain independent....Ams-
terdam, Netherlands-based ING Groep
N.V. reported strong first-quarter
growth, helped by a marked improve-
ment in its insurance operations and
contributions from its acquisitions last
year of ReliaStar Financial Corp. and
the financial services and international

operations of Aetna Inc. ING's operat-
ing earnings for the first quarter were
1.13 billion euros ($994.4 million), up
10.6% over the same period of last year.
Of this amount, 154 million euros

($135.5 million), or 13.6%, came from
ReliaStar and the Aetna purchases.
Premium volume climbed by 77.3% to
12.89 billion euros ($11.34 bil-

lion)....Moody's Investors Service has
placed its Al insurance financial
strength rating of Yasuda Kasai Hi-
mawari Life Insurance Co. Ltd. under

review for possible upgrade. The action
follows the recent announcement that

Yasuda Fire & Marine Insurance Co.

Ltd., which holds a 60% stake in Yasu-
da Kasai Himawari, wiM purchase the
remaining 40% from CIGNA Corp. The
review will look at the implications of
Yasuda Fire's planned merger with Nis-
san Fire & Marine Insurance Co. Ltd.

and Taisei Fire & Marine Insurance Co.

Ltd. to form Sompo Japan Insurance
Inc. in ApI'il 2002.
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Australia to probe regulation
Failure of HIH leads government to question system's adequacy

By DAMIEN TOMLINSON

SYDNEY, Australia-The

Australian government is es-
tablishing a royal commission
to investigate regulatory ade-
quacy in the wake of HIH In-
surance Ltd.'s collapse instead
of the review being handled by
the country's securities regu-
lator because of a potential
conflict of interest.

According to Prime Minister
John Howard, a potential
"technical conflict of interest"

arises because David Knott,
the chairman of Australia's

Securities & Investment Com-

mission, also serves on the

board of the countiy's insur-
ance regulatory authority, the
Australian Prudential Regula-
tion Authority. Mr. Knott has
now resigned from the APRA
board.

The investigation is expect-

ed to focus on, among other
things, whether a lapse in reg-
ulatory oversight led to the
Sydney-based insurer's rapid
collapse earlier this year (BI,
March 26).

The commission would op-
erate alongside a task force al-
ready being created by the
Australian government to ex-
amine the impact on policy-
holders of the HIH collapse
and APRA's role in policing
solvency in the nonlife indus-
try.

The Sydney-based Assn. of
Risk & Insurance Managers of
Australasia is seeking a role
on that task force. Bruce Fer-

guson, president of ARIMA
and risk and insurance officer

for Sydney Water Corp., has
written to Joe Hockey, federal
minister for Financial Ser-

vices and Regulation, asking
that ARIMA be represented on

PHOTO: AFP

Australian Prime Minister John Howard has called for a new commis-

sion to probe the adequacy of the nation's insurance regulatory system.

the task force. The ministry Mr. Ferguson has also writ-
oversees both APRA and ten to two other top insurance
ASIC. See HIH on page 23

Risk redudion efforts not keeping pace with claims: Report

Medical malpractice claims growing
By CAROLYN ALDRED reported. according to the report. ing its hospital-based doctors. administers the Clinical Negli-

About 10,000 new malpractice The NHS comprises various gence Scheme for Tiusts, which
Medical malpractice claims claims against the state-run Na- trusts, based on geographical ar- acts like a mutual insurer and

are still on the rise in England, tional Health Service in England eas or areas of specialization, handles the claims management
despite efforts to improve risk were filed during a 12-month pe- with many trusts employing for many health trusts in Eng-
management in hospitals and riod spanning 1999-2000, and their own risk managers. land. According to the NAO re-
claims management procedures, the total annual charge to NHS Concern about the rising num- port, the Clinical Negligence
according to a report issued ear- funds for claims has risen seven- ber of claims and the time need- Scheme currently manages 42%
lier this month by the U.K. Na- fold since 1995-1996, the report ed to settle them has led to sever- of the NHS' medical malpractice
tional Audit Office. found. al initiatives by the Department claims in England.

As of March 31, 2000, the U.K. As a result of increasing num- of Health, including the forma- Trusts pay to belong to the
National Health Service had re- bers of claims and their financial tion of the NHS Litigation Au- CNST, with each member's an-

serves of £2.6 billion ($3.68 bil- impact on the NHS, risk man- thority in 1995. nual payment based on the size
lion) to meet the likely settle- agement has become increasing- For example, the NAO report and type of trust, said Alison
ments for up to 23,000 outstand- ly important in the past five found that for claims closed in Bartholomew, risk manager for
ing malpractice claims in Eng- years. one medical risk manager 1999-2000 with settlement costs the NHS Litigation Authority.
land, with a further £1.3 billion said. exceeding £10,000 ($14,900), the The authority encourages good
($1.84 billion) likely to be re- In the United Kingdom, the average time from claim to pay- risk management practices by
quired to meet additional claims NHS is liable for the clinical neg- ment was five and a half yeans. offering payment reductions to
from previous incidents not yet ligence of its employees, includ- The NHS Litiga;tion Authority See Malpractice on page 23

Merger may form Nordic insurance giant
By EDWIN UNSWORTH

STOCKHOLM, Sweden-The Scandina-

vian insurance market is poised to undergo a
big change involving three key insurers.

If Property & Casualty Insurance Ltd., a
pan-Scandinavian insurer based in Stock-
holm, Sweden, said last week that it intends

to become the region's largest property/ca-
sualty insurer by taking on the property/ca-
sualty operations of Sampo Group, Fin-
land's largest insurer.

The merger would be achieved by Helsin-
ki-based Sampo taking control of If P&C by
acquiring its major shareholder, Oslo, Nor-
way-based Storebrand ASA. Storebrand's
board has said it supports the Sampo offer
and that it will put it to a vote by sharehold-
ers. The deal is not assured, though, because
a Norwegian bank also has expressed inter-
est in holding merger talks with Storebrand,
whose shareholders may want to keep this
option open.

If P&C was created in 1999 when Store-

brand and Sweden's Skandia Insurance Co.

Ltd. merged their property/casualty opera-
tions. Skandia currently holds 56% of If
P&C, while Stombrand has 44%.

Today, If P&C has 37% of the Norwegian

property/casualty market, while it holds
23% of that market in Sweden and 5% m

Denmark, according to a statement from If.
Should the mergers proceed, If P&C would
become the largest property/casualty insur-
er in the Nordic region, with a 24% market
share overall. For 2000, the combined F

P&C/Sampo would have a premium volume
of $3.6 billion euros ($3.17 billion), If said.

If P&C said in a statement that the pro-
posed Sampo deal would bring economies of
scale and increase its reach, helping If to
achieve its objective of becoming an inde-
pendent publicly listed company.

If P&C Chief Executive Officer Bo Inge-
marson said the merger "is an important
step to fortify If's position as the leading
properly and casuall insurance companyin
the Nordic region and, at the same time, po-
sition the company for further expansion."

He said growth plans extend beyond the
Nordic countries into other "naturally relat-
ed" Northern European markets-including
parts of Eastern Europe-as well as defined
niche markets in which If P&C has a com-

petitive advantage.
After the mergers, Sampo and Storebrand

would hold 67.5% of the enlarged If P&C,
while Skandia's share would be reduced to

32.5%. The deal is subject to mgulatory ap-
provals and successful completion of Sam-
po's offer for Storebrand.

A rival suitor for Storebrand, however,

may scuttle the deal. Den norsk Bank Hold-
ing A.S.A; Norway's largest banking group,
has invited Storebrand to hold merger talks.

DnB Group CEO Svein Aaser said a
merger of the bank and Storebrand would
create "a Norwegian insurance and asset
management operation which compares fa-
vorably with other Nordic and European in-
stitutions (and) opens up significant new op-
portunities for the Norwegian financial se-
vices industry."

After the If/Sampo deal was announced,
Moody's Investors Service affirmed its A2
insurance financial strength and Baal sub-
ordinated debt ratings of H P&(, and
changed the outlook on the ratings to posi-
tive from negative. Moody's said that the
deal would noticeably increase If 's Nordic
presence and confirm its leading position in
the region.

Similarly, Moody's affurmed its A2 insur-
ance financial strength rating of Sampo In-
surance Co. Ltd. and Sampo Industrial In-
surance Co. Ltd., and it revised the outlook
to positive from stable.



22 /May 28,2001. Business insurance

-81 9 itiolri .r-- 

1././INW=/El"Im/wmmam 4/

7//7//// r////-/ r-Flflf Ill /" rl///// ///18//mnm//rdrmal
.H r-ZY. 1 10

www.businessinsurance.com

A ..

#minimmm

• Risk Management • Free Resume Posting & Free Resume Search •"Where P+Monals . Insurance Brokerage
Anst#¢ Their Careers" • RMIS Technology • Free Job Posting & Free Job Search • keystfaKe'es

'Ill'gaa".milill'll./.I : tfZ%!2fZ;rol UltimatelnsuranceJobs.com \ 3
LLC.

Executive Risk Management Consulting "771e Risk :Executive Recruiting • Career CoachingCareer Gateway For ALL Insurance Professionals15 James Street, Main Level,
ManagententRecruiters Florham Park, NJ 07932 • Corporate Risk Management

Call 973-765-9000
Fax 973-765-9009

Ca; ee I • Insurance Brokerage

Nationwide Also Ask About Our mi![PE!iN[D [@]IM!lzimi ripe, tx " ' ' 0 Risk Management Consulting
Temporary Opportunities • RMIS

RM RICHARD MEYERS • Mike Tannenbaum
100 Eagle Rock Ave East Hanover, NJ 07936

www, nnamc com 2 ASSOCIATES. INC. A Am-SURINC • Barry Citron Phone 973-887-2300 Fax 973-887-4334

U • Lee Burrows
www.keystrategies com

We are a dynamic, quality dnven SFecialty Insurance Firm serv,ng the avta-ion and ae ospace industry
, with our Corporate Office m Ormon,j Beach, Florida We need to add proven Insurance Sales Procucersm."im il@[lptmlatal) to genera e new long term client relationships mBm¥wmmn

Requiremenh . 2 QI=11=@B
• Infliential communicator • E (ceptional organizer/planner • Rela ionship based selling skills

• Collegedegree• Successful commercial insurance sales experience
SEIZE YOUR FUTURE! • Ability to travel weekly THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS

Weoffer COUNTY DEPARTMENT, CHANCERY DIVISIONCorporate Systems, Inc the leading claims · Unique growth cpportunity• Excellent compensation and benefits
automation and reporting vendor is looking for • Traming mall aspects of the business IN THE MATTER OF THE LIQUIDATION

individuals with 2 to 4 years of insurance industry In strict confidence send your resume to Thomas K. Coughlin OF ALPINE INSURANCE COMPANY
Fax 138@ 672 3993 • E mall air sur@air sur comexperience for the following positions

Website www arsurcom NOTICE OF CLAIM FILING DEADLINE AND PROCEDURES
Business Analyst

PLEASE TAKE NOTICE, that on June 28,2000, the CircuitImplementation Executive
Court of Cook County, 111·nols, entered an Order of Liquidation With aRisk Consultant 3YM,11*IfMY11111 Finding of Insolvency and litunctive Relief (the «Liquidation Order") againstSpecial Operations Manager
Alpine Insurance Company («Alpine") Nathaniel S Shapo, Director ofProfessional Services Group Manager Insurance of the State d Illinois, 5 the statutory and court affirmed

Data Conversion Team Leader Director, Katie Insurance School  Liquidator of Alplne (the "Uiquidator) The Liqmdation Order was affirmed
by the Illinois Appellate Court on December 21, 2000, and on April 4, 2001Generous relocation assistance provided as well as full Center for Insurance and Financial Services

Illinois State Uriversity, Normal-Bloomington, Illinois the Illinois Supreme Court denied a petition for leave to appealbenefit package Including medical, dental, vision, disability,
401(k) and professional development incentives Illinois State University ts seeking applicants for the position of Director of TAKE FURTHER NOTICE, that pursuant to the Liquidation

the prest,gious Katie Insurance School, Center for Insurance and Financial , Order, except for those pe-sons entitled to file contingent dalms, all rightsIf you are ready to Join a leader who will see you as Services, College or Business Thts execut, ve position ts an and habilities of Alpme End its policyholders/enrollees, creditors and
one of its greatest assets, please apply directly at administrative/professional appointment Director must hold either (1) an stockholders, and all other persons interested In its property or assets,

csresumes@csedge.com For additional employment MBA or other appropriate academic credentials and have at least three ticluding but not limited to persons with claims arising under or related to
opportunities, visit our web site at www.csedge.com years' experience in the insurance or financial services Industries, or (2) either a policy of Insu'ance or rensurance ag'eement issued by Transcohave a lengthy successful career in the insurance or financial servicesor mall your resume to Staffing Manager, Syndicate #1, Ltd ('Transcd) and assumed by Alpine effective Decemberindustnes with demomtrated commitment to the academic community

1200 Corporate Systems Center, Amarillo, TX 79102 The Kane Director must have the ability to work collaboratively with 31,1996, are ixed as of June 28, 2000,

Office Locations Lisle, IL and Amarillo, TX faculty and other University colleagues, articulate the vision for future TAKE FURTHER NOTICE, that on May 4,2001, the Circuit
development of the Katie School, relate well to industry professionals and Court of Cook County Illinois, entered an Order Providing for the Filing of

turnurate organization leaders, have strong leadership and communication skills, Claims and the Setting of Claim Filing Deadlin€s (the «Claim Filing Order")
and develop and administer a wide range of programs The Claim Filing Order further provided that persons, companies or entitiessqstems The Director is respons ble for building and maintaining industry who have, or may have claims against Alpine,its property or assets, or

SEE IT NOW relationships, working cooperatively to obtain financial and other against a pollcyholder, recardless of whether such claim arises under a
resources for program enhancements, coordinating the Insurance Eolicy of insurance of reins.trance agreement issued by Alpine or Transco,
Advisory Board of Executives. administering professional development shall have the nght to present and file with the Liquidator prooer proofs of
programs and services, and working cooperatively with faculty, students. daim on or before May 6,2002 at 430 pm CDT,and thatinsuredsand other leaders in the College of Business

-p, __ _wavulgiuluu/ev -& ANTICIPATED START DATE August 15, 2001, or as soon as possible lisLagtoconhg1132*ititcthhecongtrtofeo
thereafter Salary commensurate with experience and qualifica-ions State May 6,2003 at 430 pm, CDT Proofs of claim received after thelaw mandates demonstratle oral proficiency in the English language as a claim-filing deadline of Ma 6,2002 may not participate in any distributionYour Experience Is About To Pay Off. requirement for this position

of estate assets made on a'lowed timely filed poofs of claims
To assure full consideration. send by June 30, 2001, a letter of application

TAKE FURTHER NOTICE, that the form and required contentsand full vita to Business Insurance, Box 3162, 740 North Rush Street,PLI Brokerage, a national insurance broker and subsidiary of The Chubb
Chicago, Illinois 60611-2590 Questions may be addressed to Dr Charles of all proofs 01 claim are oescnbed In 215 ILCS 5/209 Proofs of claim,Corporation, is seeking ambitious, aggressive and experienced professionals
McGuire, Chair, Search Committee, e-mail crmcgui@ilstu edu Phone (309) along wl,h supporting documents, if any, are to be filed with, and may befor various posmons nationwide PLI pecializes m niche personal insurance
438-8777 for further de-ads FOR FURTHER INFORMATION See -he obtained from, the Liquidator of Alpme, do the Office of the Special Deputysales and marketing and offers you the advantages of an entrepreneurial HomePage at http://www.cob.,Istu.edu/katie/ Feceiver, located at 222 Verchandise Mart P aza, Suite 1450, Chicago,culture with exceptional Fortune 500 benefits

11 inois 60654 A proof of claim shaI be deemed «filed" with the Liquidator
Regional And Office Managers upon the Liquijator's recelit thereof The Liquidator reserves the right to
Will manage sales and service for one or multiple PLI offices Should have ILLINOIS STATE ·equire such addmonal Info-matton with respec- to any dam fled with turn

IJABJ[0/ as he may deem reasonao y necessary to complete his evaluation of theexpenence working with upscale clientele and strategic alliances, Including UNIVERSITY c aimfinancial consultants, mortgage lenders, and realtors

THE LAST DATE FOR THE FILING OF PROOFS OF CLAIMRelationship Managerc ///nots State University ts an Equal Opportun*Amrmat,ve
Action in/vermty encourag/ng diversity WITH THE L QUIDATOR IS SET FORTH ABOVE NO PERSONS,

Looking for highly motivated individuals who can foster new client relation- COMPANIES OR ENTITIES HAVING OR CLAIMING TO HAVE ANY
shtps through partnehips with financial consultants, affinity groups and real CLAIM AGAINST (1) EITHER ALPINE OR TRANSCO, (2) ALPINE'S
estate businesses

PROPERTY OR ASSETS (3) ARISING UNDER OR RELATED TO A
Sales E,ecutives Need a POLICY OF ASURANCE ISSUED BY EITHER ALPINE OR TRANSCO,

OR (5) ARISING UNDER OR RELATED TO A REINSURANCE
If you have a strong entrepreneurial spint and the ability to bond well with AGREEMENT ENTERED UNTO BY EITHER ALPINE OR TRANSCO,
prospects and clients, determine their needs and provide appropriate services, Legal Notice or SHALL PARTICIPATE IN AVY DISTRIBUTION OF THE ASSETS OF THE
we have a position for you COMPANY UNLESS SUCH CLAIMS ARE PROPERLY FILED WITH THE

All candidates should possess valid P/C License and expenence in Request For Proposal LIQUIDATOR ON OR BEFORE MAY 6,2002 AT 430PM CDT
similar position For Job opportunities m your area, visit our website at

Cathleen M Traviswww phbrokerage com Send resume to Human Resources, PLI Brokerage,
25 Independence Blvd, 4th Floor, Warren, NJ 07059 or fax to 908-903-6501 1 published? Special Deputy Receiver
or e-mail to careers@plib com

-«aEqual Opponumty Employer
Perso,lai Insurance Professional Solutions PLI Brokeng,Inc Call Irais Amleshi at (312) 649-5340 More Classifieds Online 1

C..0. 111 Visit www.businessinsurance.com



Business insurance May 28, 2001 /23

/Nil 11#N« -

HIH would pay the additional premi- nounced plans for raising $69 The Western Australian gov- milhon Australian ($1 1 milhon)
ums that insurers would charge million Australian ($36.6 mil- ernment has said it would fund The new regime also would re-
to take on current HIH risks, but lion) annually through a tax on about $90 million Australian quire insurers to seek mandatory

Continued from page 21 without pohcyholders having to all solvent NSW insurers to par- ($47 7 million) in outstanding actuarial advice on the valuation
industry bodies, the National In- pay additional premiums The tially fund a $600 million Aus- HIH workers compensation pay- of their insurance liabilities,
surance Brokers' Assn and the proposal would not apply to cor- tralian ($318 million) rescue ments by avoiding a planned which was identified as a con-
Insurance Council of Australia, porate pollcyholders, though package for HIH hardship cases premium reduction for the cern in a preliminary report on
both based in Sydney, suggest- The federal government has Mr Egan said the rest of the state's employers the HIH collapse
ing they establish a loint work- also announced funding, report- funding would be included in But ICA President Raymond Under the proposed changes,
ing party with buyers to look at ed to be about $500 million Aus- the state's 2001-2002 budget, to Jones, who is also general man- "the larger capital requirements
long-term solutions to the issues tralian ($265 0 million), which be presented May 29 ager of Sydney-based QBE In- will require some nonlife insur-
facing the insurance industry Mr Hockey, the financial ser- surance Group Ltd , said a gov- ers to raise additional capital or

"ARIMA already has called for vices minister, said was aimed at ernment levy would "wreak hav- merge with others to meet the
stronger legislation to ensure supporting the estimated 28,000 'The larger capital re- oc" on insurers, reduce reserves, requirements," Mr Hockey said
that APRA can properly super- people with outstanding or in- and "further drain confidence in The amended General Insur-

vise Australian insurers," Mr curred-but-not-yet-reported quirements will nequile the industry at a critical time " ance Act is scheduled for intro-
Ferguson said HIH claims, "and any people Insurers would be forced to pass duction to Parliament in June,

"When it is possible for Aus- who mlght have claims in the fu- some nonli/2 insurers on the increased costs to policy- and should be passed by Octo-
tralia's second-largest nonlife ture " holders, Mr Jones said ber, Mr Hockey predicted The
insurer to collapse without ade- The federal government was tO mise additional cap- In the wake of HIH's collapse, new regime would take effect
quate warning from the regula- expected to include details of its the federal government is likely July 1, 2002. The deadline for
tors, that is an obvious indicator funding package m last week's ital or merge.' to fast-track proposed reforms full compliance will be brought
that the legislation lacks the 2001-2002 federal budget, but -Joe Hockey of the General Insurance Act forward from 2007 to July 1,
necessary teeth or APRA lacks the budget contained no firm de- 1973 (BI, June 5, 2000) Under 2004 Mr Hockey said changes
the resources or expertise to pro- tails on the package Minister Of Financial those proposals, non-life insur- to the act would establish more
tect pohcyholders," he said The ICA, meanwhile, submit- Services and Regulation ers would have to "improve their rigorous and transparent risk

Federal and state govern- ted a proposal for a government- capital adequacy well ahead of management systems for nonlife
ments, along with the insurance funded package, subsidized by a the timetable previously an- insurers
industry, are now grappling 1 % levy on the premiums of all The Western Australian, Vic- nounced," according to Mr Meanwhile, the HIH affair is

with the issue of how to finance other Australian policyholders, torian and Northern Terntory Hockey, the financial services expected to spur litigation on
the claims of HIH pohcyholders and significant state and ternto- governments also unll provide fi- minister several fronts

Australia does not have a formal ry government funding in the nancial hardship benefits to pol- He said the industry would be Sydney-based plaintiff law
system of guaranty funds to as- form of insurance tax cuts icyholders hurt by the HIH col- "significantly impacted" by sub- firm Dennis & Co plans to file a
sess insurers in the wake of in- While not ruling out a levy on lapse The Victorian government stantial changes in insurers' new class-action lawsuit against HIH
solvencies policies, Mr Hockey said the has allocated $35 million Aus- solvency requirements Autho- directors and the company's au-

Austraha's federal government federal government "would pre- tralian ($18 6 million) for rized insurers would need to ditors, Arthur Andersen LLP,
has offered to provide "substan- fer to negotiate the transfer of builders' home warranty insur- meet new risk-based capital re- on behalf of more than 600
tial support" to insurers that existing and future claims to an- ance claims in that state, and the quirements, with a minimum shareholders who "invested
voluntarily take over existing other insurer " Northern Terntory government solvency margin of $5 million based on the rosy picture the di-
and future liabilities from HIH New South Wales Treasurer pledged $3 million Australian Australian ($2 6 million) The rectors and auditors painted "
This could mean the government Michael Egan last week an- ($16 milhon) current minimum margin is $2 said principal Bruce Dennis 

Malpractice duced within the NHS during the of scale are not acheved and many determining how to manage those adverse mcidents
past hve years that have greatly claims handlers fail to handle large aspects of claims handling that are •Further mvestigaton of ways to
raised the profile of risk manage- enough volumes of claims to devel- best performed at the locallevel better resolve small and medium-

Continued from page 21 ment and nsk managers m the sec- op sufhcient expertise The report In its report, the NAO makes sev- sized claims
those trusts that operate in line ton she said suggests several alternatwes to the eral recommendations for further •An examination of ways to pro-
with the risk management stan- The Department of Health lS mdividual approach, mcludmg let- improvements, mcludmg vide trusts with financial and other

dards set by the CNST Risk man- about to examine the NHS' ap- ting the Lattlgatton Authonty man- • The development of a plan by incentives to reduce incidents
agement assessments of trusts are proach to claims handhng and how age all claixns, allowmg one trust to the Litigation Authority to resolve • Performance measures for
conducted at least once every three lt should be conducted m the fu- act as an agent for other trusts, or claims that have been open for lawyers who handle negligence
years, said Ms Bartholomew, who ture The report points out that formmg consortia of trusts to man- more than five years cases

dld not elaborate further on the costs are higher for individual age claims • Clear guidance from the De-
standards trusts that opt to manage their own Key concerns Involve providing partment of Health to NHS trusts A summaty of the report may be

This approach is one of several claims-rather than participating financial incentives to trusts to re- about what information the trusts viewed ontme at www nao gov uk/
Ilsk management mltiatives Intro- m the CNST-because economies duce mcidents of malpractice and may provide to patients involved m publications
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Responsibilities: Dependent Care
Ensure financial welfare benefit plan June 18
(health, dental, life, etc ) reporting and Closing June 5 Resource &

ovk,|requirements are met by benefit
Insurance Referral Services

Interface with internal and ® Closing June 12
Bonus Distribution:

external partners on all financial aspects
of health benefit contract issues IMCA, SHRM
Supervise the verification and approval
for payment of invoices per negotiated Adverti se i n the Call 312-649-5340 Closing June 19
rates

Contact: vela c@arainaer com
PROFESSIONAL MARKETPLACE.

FAX: 847-535-4480



24 / May 28,2001, Businessinsurance

Foals
Continued from page 3
ized by miscarriages and stlbirths
at a rate 10 times the norm, is ex-
pected to have a direct economic
impact this year of nearly $200 mil-
lion on the indust:ry in Kentucky, es-
timated David Switzer, executive
director of the Kentucky Thorough-
bred Assn. in Ledngton, Ky.

Essentially, 2,000 of the 10,000
foals due next year have been lost.
While that is less than 10% of the

entire foal crop in the United States,
the championship-level horses bred
in Kentucky make the loss a special
concern to the racing industry now
and in the future. Racetracks gener-
ally prefer large numbers of horses
competing in individual races.

Although the foal deaths appear
to be tapering off as the normal

Results
Continued from page 3
prices, Mr. Ransom said. As a result,
the recovery this time is likely to be
extended, with a moderate rise in
prices rather than the sharp spike
that marked the insurance indus-

t:ry's last recovery period, he said.
"I think we're hearing and seeing

a lot of good news about retentions
as well as price increases for com-
mercial lines. Our prognosis for the
remainder of the year will be that
prices will continue to firm," said
Matthew Coyle, a director at Stan-
dard & Poor's Corp. in New York.

"We think there's still enough mo-
mentum to carry throughout the
year, and there's a definite need for
furtherprice improvement," hesaid.

"The big item we're paying close
attention to is operating cash flow,"
which is stiM negative for many top
insurers, said Mr. Coyle. However,
he added, S&P is cautiously opti-
mistie that cash flow will reach a
break-even level within the next six
to 12 months.

"I think as we meander our way
through the rest of this year, the ac-
celeration of those rates is also going

breeding season ends, the loss of so
many potential champions took an
emotional toll as well.

"Everybody is getting hurt some-
where," said Ron Kirk, managing
underwriter for the worldwide

horse program of the Chubb Corp.,
based in Warren, N.J. While Mr.
Kirk estimates current losses at

closer to $100 million rather than
$200 rnillion, he said only about $25
million of those losses may be cov-
ered by insurance.

"People were very nervous. It was
a vely scary thing," said Gus Koch,
assistant manager of Claiborne
Farm in Paris, Ky. His farm, which
typically oversees the birth of 200
foals annually, experienced 15 "ear-
ly fetallosses," after 60 to 75 days of
gestation, and it had one "red bag"
stillborn, in which the placenta de-
tached and was delivered first
rather than last.

to accelerate earnings," which will
result in a "pretty decent year from
an earnings perspective," predicted
Michael Paisan, a principal with
Williams Capital Group in New
York.

But John L. Ward, head of Cincin-
nati-based Ward Financial Group,
predicted insurer results would
range from mediocre to slightly be-
low expectations for the rest of the
year. "The real improvement in
changes in the pricing cycle will re-
fleet itself beginning in 2002," he
said.

"The good news is that the hard-
ening continues in rapid-fire order.
It appears that that will continue
into the future," Mr. Ward said.
"Because we have gone through
such a long, prolonged soft market
cycle, we need multiple years of ag-
gressive hardening before the results
really start to reflect themselves in
the income statements of the indus-

try, and it's not doing that yet. We're
still playing catch-up...so we con-
tinue to post ho-hum results in the
commercial segment.

Eric Simpson, senior vp at Old-
wick, N.J.-based AM. Best Co., pre-
dicted that the size of rate hikes will

start to diminish next year. "We

It "just tears at your heart," said
Tom Ludt, president of the
Cromwell Insurance Agency in Lkx-
ington. He writes more than $5 mil-
lion in annual premium for equine
coverages, primarily through
Lloyd's of London (BL May 21).

i ve got claims ranging from
$10,000 to $500,000," primarily on
mares, he said, but successful re-
breeding efforts may eliminate the
claims.

Most horse owners would rather

have a healthy foal to sell or raise
rather than the proceeds of an in-
surance policy, farm managers and
agents agree.

Among the hardest hit are stallion
owners, who are expected to lose
$30 million to $60 million in stud
fees because of the lack of live

births, which are required under
most breeding arrangements, Mr.
Kirk said. He said only 10% to 20%

continue to see solid double-digit
price increases across most classes,"
he said. "Having said that, I think
the key question is not so much the
level of increase, which is nice for
margins, but it's the issue of sustain-
ability."

While rate increases are likely to
continue through 2002, the size of
those increases will flatten in the

first half of next year and begin to
shrink during the second half, Mr.
Simpson predicted.

Selected consolidated results of

the 18 property/casualty insurers
surveyed wem:

• Net premiums written increased
11.9% to $24.03 billion. Insurers had
reported an 11.4% increase in pre-
miums for all of 2000.

• The combined ratio improved to
103.4% from 104.8% for the compa-
rable period. For all of 2000, the in-
surers reported a 106.2% combined
ratio.

• Policyholder surplus for the 16
insurers that reported this data de-
clined 1.6% to $50.7 billion as of
March 30. This compams with a 3%
decline in polieyholder surplus as of
year-end 2000.

"No matter how you cut it, the im-
provement in the market is begin-

of stallion owners buy coverage to
protect their stud-fee income. Those
fees average about $11,000 but can
range up to $400,000 or more.

Prompt rebreeding of mares may
alleviate some of that loss, though
mare owners are mindful of how a

foal's 11-month gestation period in-
teracts with both the racing indus-
try's traditions and its calendar.

For example, every racing foal of-
ficially turns a year older on Jan. 1
in the Northern Hemisphere and on
Aug. 1 in the Southern Hemisphere,
no matter what date it was actually
born. Owners generally like to have
a foal born as early as possible in a
year, believing that it will then be
developed and experienced enough
to perform wellin age-specific races
such as the Kentucky Derby, which
is open to three-year-olds. Later
breeding produces less-valuable
younger foals and may increase a

ning to show up, though it is by no
means time to declare a victory yet.
There's stiM a long ways to go," said
Michael Smith, an analyst with
Bear, Stearns & Co. in New York.

Todd Bault, an analyst with San-
ford Bernstein inNew York, saidthe
industry is "still correcting from a
very long, soft market in standard
commercial. Companies like St.
Paul, Chubb, and AIG got ahead of
that and are mostly through with
the main rounds of conection." Ad-

ditional hikes will help these insur-
ers further enhance the profitability
of their books of business, though
small and midsize insurers still

"have more work to do," he said.
The  stronger companies are get-

ting stronger at a faster pace than
the weaker companies are rebound-
ing. In other words, the stronger
companies are in better position to
take advantage of the improvement
in prices," said Cliff Gallant, vp with
Keefe, Bruyette & Woods in New
York.

Some analysts pointed to a gener-
al reduction in investment income

for insurers in the first quarter,
which was a product of the turbu-
lent stock market.

"Investment income really hurt a

Property/casualty insurers' 2001 first-quarter results
Ranked by change in net income. All amounts in thousands of dollars.

Corporate
Percent

Net increase Consolidated Combined
income (decrease) revenues ratio

2001 2000-2001 2001 2001 1

CNA Financial Corp.

Argonaut Group Inc.
Ohio Casualty Corp.
Royal & SunAlliance USA
Old Republic international

Travelers P/C Corp.
Chubb Corp.

American International Group
RLI Corp.

Hartford Financial
Services Group Inc.

Cincinnati Financial Corp.
ACE Ltd.

The St. Paul Cos.

American Financial Group
SAFECO Corp.

Kemper Insurance Cos.
Liberty Mutual Ins. Co.2

Fremont Compensation
Insurance Group

Cumulative

'Including dividends 2 Statutoly NA
Source: B/ Survey

294000 109.2

300 100.6

(4,095) 94.5

69,000 80.9

83,968 51.7

501,000 51.4

175,000 13.9

1,531,757 13.8

7,133 9.1

240,000 0.8

72,613 (8.5)

118,394 (32.3)
202,200 (43.4)
13,100 (70.7)

(882,800) (3,062.4)

NA NA

NA NA

NA NA

2,422,570 (15.6)
-Company did not provide data

3,610,000

45,400

447,389

NA

547,568

3,058,000

1,888,000

12,151,071

72,171

3,722,000

617,883

1,554,171

2,164,600

972,300

1,739,400

847,127

NA

147,428

33,584,508

101.8

96.5

95.8

104.12

105.6

111.4

106.22

115.9

123.9

103.4

112.5

137.7 2

115.2 2

104.5

103.42

99.1 2

99.9

95.92

92.4

103.1

96.4

96.0

108.0 2

104.2

111.7

Combined
ratio

20001

110.42

114.3

111.7

104.8

113.4

453.4 2

112.92

106.7

110.92

100.32

101.9

95.82

87.5

4.7

6.9

(5.9)

14.2

17.9

17.2

9.0

15.1

15.2

Proper4/casualty operations
Net Percent Percent

premiums increase Policyholder increase
written (decrease) surplus (decrease)
2001 2000-2001 2001 2000-2001

2,230,000

29,600

371,349

899,000

246,789

2,387,700

1,732,900

4,864,753

70,794

1,981,000

538,087

1,735,118

1,845,900

727,100

1,124,400

731,373

2,406,000

107,140

24,029,003

(62.5)

11.9

2.0

10.6

15.9

14.7

19.6

31.9

12.3

(2.5)

NA

321,600

765,171

3,127,000

1,433,431

7,436,500

3,751,400

NA

271,420

6,427,000

2,728,136

5,506,816

6,101,800

1,708,100
2,482,300

2,074,546

6,403,000

160,439

50,698,659

(68.5)

(1.6)

(9.9)
9.1

20.5

5.2

5.9

(3.0)

(18.5)
(10.3)

NA

(14.0)
(8.0)

(2.0)
6.5

(4.6)

11.5

NA

(2.4)

mare's maintenance costs, which
average about $7,000 annually.

"It's safe to assume that situation

will have an impact on the equine
industry, but it depends ultimately
on the end results, which we won't
know until next year," Mr. Ludt
said. "Things like this will probably
drive rates up."

Only a few companies are experi-
encing more business due to the cri-
sis; among them are the van compa-
nies that owners are using to trans-
port their horses out of state to
avoid the health risk to foals.

In addition, business is booming
for the producers of two risk man-
agement products that farm man-
agers are recommending. One is
feed supplements that bind toxins
and prevent them from entering a
horse's bloodstream. The other is

domperidone, a drug that reduces
fetal losses. m

lot of companies' results in the quar-
ten" said Brian Meredith, senior
property/casualty insurance analyst
with Banc of America Securities in
NewYork.

Regardless of the broader market
performance, analysts say insurers'
stocks could do well in the future,
both because of anticipated earnings
and because investing in the sector is
considered a good defensive strategy
in a slowing economy.

Through May 18, the stocks
tracked in the BI Stock Index had

advanced just 3% year-to-date.
"The stock performance has been
dreadful this year considering the
generally favorable outlook for
earnings over the next couple or
three years," said Mr. Smith.

"There was a misguided view that
the cycle turn was already reflected
in the stock valuations of year end,
misguided because the upturn is
likely to be much stronger than most
people were thinking about six
months ago," Mr. Smith said.

But, he added, "I think, given the
slow economy, with a decline in in-
terest rates, these companies will
start to look very attractive from a
defensive standpoint."

Mr. Bault said insurer stocks also

did well last year, "but at lot of that
was simply correcting from the ter-
rible performance of'98 and'99."

With projected earnings growth in
the mid- to high teens anticipated
over the next couple of years, insurer
stocks should do well for at least the

next year or so, he said. 7
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COMMENTARY -

Promoting safety
with promises

A program developed in Canada could save lives throughout
North America and indeed, eventually, the world.

It's such a wonderfully simple idea that I am wondering why it's
only just being launched now.

The "I Promise Program" gives families with new teen drivers a
way to pmmote safe and responsible driving by all members of the
family. The strategy includes a parent-teen contract that sets out
mutual expectations for driving behavior and a mechanism for
reporting good as well as bad driving behavion The promjses in
the nine-page contract include "I promise to drive safely. I promise
not to drink and drive. I promise to use my safety belt. I promise to
drive defensively."

The mechanism for reporting on ddving behavior is a decal with
a toll-free number. The latter takes its cue from a commercial risk

management effort: Those signs on the back of 18-wheelers that
say "How am I driving? Call 800 "

I learned about this program last week in an impassioned e-mail
from Gary Dienfeld, the founder and executive director of the "I
Promise Program" in Dundas, Ontario.

He cites chilling statistics on teen driving records in the United
States: While 15- to 20-year-olds account for
6.7% of U.S. drivers, they account for 14% of
all fatal crashes. And, up to 60% of the killed
teen drivers were not wearing seat belts.

The success of the "I Promise Program"
depends on insurers embracing it. Up to now,
Mr. Direnfeld has spent his own money
developing the program. Now he is asking
insurers to support it. That could range from
including an "I Promise" pamphlet with
insurance certificates sent to teen policy-
holders, to underwriting the program's cost.

"Insurers should see a 700% IEturn on

investment using figures similar to
commercial vehicle monitoring services. However, the social
return is immeasurable," he said.

Dominion of Canada General Insurance Co. is the first insurer to

commit to participating in the "I Promise Program" starting in
January 2002. And a pilot program involving a local State Farm
agent and the Northeast Colorado Health Department will be
launched this summer, with the School of Public Health at
Harvard University monitoring the results.

Mr. Direnfeld is asking risk managers to support the "I Pmmise
Program" and has already received a letter of support from the
Ontario Chapter of the Risk & Insurance Management Society Inc.

"Very few people understand loss prevention like risk managers.
Apart from being risk managers, they are people like you and me
who live in communities and concern themselves with the safety of
their own children and those of others," he said. "Risk managers
also have very strong relationships with their brokers and insurers.
Their understanding of the program and demand of the program
can go a long way toward influencing the property/ casualty
insurers to adopt the program and distribute it to their teen
policyholders. Simply stated, risk managers make great friends."

Among the 5,000 people interested in the progPam whose e-mail
addresses Mr. Direnfeld already has collected-which include
members of civic clubs, government organizations and insurance
industry representatives-is that of the risk manager of Hamilton
County, Ohio. Tim Grabenstein recently e-mailed Mr. Direnfeld
that he is hoping to see his town become involved in the program.
"As the risk manager of one of the top Ohio counties and a
volunteer firefighter, I too often see the results of irresponsible
driving, especially in those under the age of 25," he wrote.

What he likes best about the "I Promise Program" is that it
recognizes that "the key to prevention is changing human
behavior. Modifying an individual's behavior establishes a new
paradigm in how the process is performed, thereby lowering or
eliminating its resulting risks. Herein lies the beauty of the'I
Promise Program:' It changes behavior."

Mr. Direnfeld got the idea for the "I Promise Program" when he
was "cutoff by a young buck"one morning while driving to work.
Imagining that the kid's parents would "rip the keys out of the
car" if they had known how dangerously he was driving, Mr.
Dienfeld spotted the 1-800 number on a commercial truck.

More information on the program can be found at www.-
papyrusgraphincom/ipp.

Publishing Director Kath?yn J. Mcintyre's column appears
fortnightly and on www.businessinsurance.com. She can be
reached at lancinlym@crain.com.

Superfund
Continued from page 1

The bill also would exempt small
businesses, defined as those with no
more than 100 full-time employees,
from liability for cleanup c6sts as-
sociated with dumping municipal
solid waste-such as paper and
normal household trash-at a Su-

perfund site under most circum-
stances.

In addition, small businesses

would enjoy an enhanced defense
in liability suits brought by larger
potentially responsible parties
when both had dumped material at
a given Superfund site. The larger
party would have to prove that the
smaller one was indeed responsible
for the dumping and thus liable to
share in cleanup costs. In similar
suits brought by the government,
however, the targeted small busi-
ness would have to prove that it
was not responsible.

No companion legislation has
been introduced in the Senate.

Even if the bill were to receive

Senate approval, though, its impact
would likely be quite limited.

"In principle, we don't like the
idea of carving out liability and
shifting the costs to the remaining
parties at the site. In this case, there
are so few parties that meet this cri-
teria that there's very little money
at stake," said John Arlington, as-
sistant vp at the Washington-based

Jeffords
Continued from page 3
working out a compromise be-
tween House and Senate ver-

sions of the bill.

Still, while Democratic con-
trol of the Senate means that

patient protection legislation is
likely to receive more congressional
attention, it does not mean that
Democrats will have carte blanche

in Washington.
Republicans still have control of

the House, and they command a
sufficient minority in the Senate,
capable of filibustering to stop any
one-sided bills. Furthermore, Pres-

ident Bush retains the power to
veto legislation approved by
Congress.

"For all this new power, there
are serious constraints on what

Democrats can do without support

American Insurance Assn.

"It really doesn't affect a whole
lot of people--it's a very narrow
carve--out," noted Keith McCoy, di-
rector-environmental quality for
the National Assn. of Manufactur-

ers in Washington. "We think it's a
fix for a few small companies,
We're pleased with the fix because
there were some small companies
that did get dragged into Super-
fund for no apparent reason," he
said.

"We're typically opposed to
carve-outs because when you have
a carve-out for one sector of a Su-

perfund site, it leaves all of the oth-
er sectors at the Superfund site
holding the bag. But the genius of
this is you exempt a party and no-
body has to pick up that share of
the party's cleanup costs" because
the costs would be covered by Su-
perfund itself, said Mr. McCoy.

"It's maybe a step in the right in
the right direction," said Roger An-
drews, past president of the Risk &
Insurance Management Society
Inc., and Provo, Utah-based gener-
al counsel and director-risk man-

agement for E.D. Bullard Co. in
Cynthiana, Ky. Mr. Andrews is also
RIMS' vp-international.

"My experience with the original
Superfund legislation is that it's
been a huge waste-it seerns to
have enriched the attorneys in-
volved, the engineers and the
cleanup people. We do need reform,
the current legislation has been a

of moderates in both parties," said
Frank McArdle, a consultant in the

Washington office of Hewitt Asso-
ciates L.L.C.

As for Sen. Jeffords, he has taken

alternating positions on a variety of
other employee benefit issues that
were opposed and supported by
employers since he was first: elected
to the Senate in 1988.

For example, he was the only
Senate Republican in 1993 to back
the Clinton health care reform

plan. In 1996, he backed, unsuc-
cessfully, an amendment to a
health care portability bill; that
amendment, which was opposed
by employers, would have required
group health care plans to offer no
less than $10 million in lifetime

coverage. The portability bill ulti-
mately became law without the ad-
dition of the Jeffords amendment.

On the other hand, Sen Jeffords
favored the disclosure of more in-

Business insurance, May 28,2001 / 25

drain on the system and hasn't pro-
duced the benefits everyone has
been hoping for," Mr. Andrews
said.

The AIA's Mr. Arlington said that
he hopes that the approval of a mi-
nor reform won't lead lawmakers

to reinstate long-dormant Super-
fund taxes. That could happen in
the Senate or during a conference
summoned to iron out differences

between House and Senate ver-

sions of the billif the Senate passed
its own measure, he said. "If we're

not going to have broad reform,
which it looks like we are not, then

we say no Superfund taxes.."
The measure's chief sponsor, Rep.

Paul Gillmor, R-Ohio, noted that it

does not go as far as many Super-
fund reform advocates would wish.

"This legislation is not the type of
comprehensive Superfund legisla-
tion that many have supported over
the years, including myself. There
have been several unrealized at-

tempts over the years to reach that
Holy Grail. It has resulted not in a
better Superfund program, but
more lawsuits, more stigmas and
less cleanup," he said as debate on
the bill began on May 21.

"Rather, this bill is an acknowl-

edgment that something must be
done and that the best way to pro-
vide common-sense liability relief
to those who need it is to find those

areas of agreement within the Su-
per*md universe and move them
forward," he said. m

formation to employees regarding
the impact on their benefits of
company conversions from tradi-
tional pension plans to cash bal-
ance plans, while he opposed more-
radical proposals, such as giving
employees the opportunity to
choose either plan during a conver-
mon.

Similarly, Sen. Jeffords quietly
worked behind the scenes with In-

ternational Business Machines

Corp. officials to find a compro-
mise after IBM adopted a cash bal-
ance plan that raised an outcry
from its employees. Some IBM em-
ployees said the conversion would
result in a huge cutback in the ben-
efits they had expected to receive
under the old plan.

The efforts of Sen. Jeffords and

others bore fruit when IBM agreed
to more than double the number of

employees eligible to remain in the
old plan. m

Impact of Senate shake-up
Democratic control may result in stalled reform measures
By MARK A. HOFMANN a deserved reputation as being one ment affairs for the Risk & Insur-

of the most outspoken opponents of ance Management Society Inc. in
WASH[NGTON-The Senate un- a uniform federal product liability NewYork.

der Democratic control could be code. "Democratic control means

more notable forwhat won'thappen Given those changes, "the busi- meaningful class-action reform

regarding many risk management ness community's agenda for reform could be more difficult to enact.

issues than for what will. of the civil justice system has been Ovemll, I think Be switch willresult

Chief among those matters is civil made harder, and the bar certainly in a much greater likelihood of grid-
justice reform. The decision by Sen. has been raised considerably, partic- lock, for better or worse," he said.
James Jeffords of Vermont to leave ularly as it relates to the issue of the Class-action reform appeared
the Republican Party and become Commerce chairmanship," said likely to be among the tort reform is-
an Independent-thereby transfer- David M. Farmer, senior vp-federal sues that would have come up be-
ring control of the Senate from the affairs in the Alliance of American forea GOP-controlled Senate. There

Republicans to the Democrats- Insurers' Washington office. may have also been some interest in
probably means that Sen. Fritz But Mr. Farmer added that tort providing a legislative solution to is-
Hollings, D-S.C., will take the reins reform has faced formidable obsta- sues arising from asbestos injury
of the Commerce, Science and cles in the Senate regardless of claims. Neither seems likely to be a
Tnansportation Committee, and that which party was in control. priority in a Democratic Senate.
Sen. Patrick Leahy, D-Vt., will head "I wouldn't expect much of a Wide-ranging Superfund reform
the Judiciary Committee. Neither change in floor votes, but what gets may be another casualty of the
lawmaker is 1mown as a proponent to the floor is another matter," said change. "Any debate about compre-
of tort reform, and Sen. Hollings has Daniel Barry, director of govern- See Senate on nezt page
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HMOs
Continued from page 1
HMOs will pull back even fur-
ther on cost-control measures,
pushing costs up still higher.

"HMOs won't touch any restric-
tions that could land them in court

again," Mr. Jacobsen predicted.
"It would be a crowning blow if

there was a successful round of jury
awards," he added.

The most far-reaching of the law-
suits are those currently pending in
the federal district Court in Miami.

Filed in 1999 in federal courts

around the United States, the suits

were consolidated late last year un-
der the supervision of Judge Federi-
co Moreno in the Southern District

of Florida.

In general, the suits fall into two
categories-those filed by health
care providers and those initiated by
plan members. The suits generally
name a common group of defen-
dants, including Aetna Inc., CIGNA
Corp., Humana Inc. and United-
Health Group.

The provider case alleges that the
HMOs failed to pay or reduced their
payments to doctors for their ser-
vices. The suits assert that the class

consists of evey doctor in the Unit-
ed States who has signed a contract
with an HMO in the past 10 years, a
group potentially consisting of hun-
dreds of thousands of physicians.

Thus far, the defendants have
made three moves to defeat the cas-

es. The first was a motion to enfoire

the arbitration clauses that are rou-

tinely part of doctors' agreements
with HMOs. The court ruled that the

clauses were legally binding, with
the result that some claims will

eventually have to be arbitrated and
not resolved through the courts.

The defendants next moved to

dismjss the suits. In a written opin-
ion, Judge Moreno partially granted
the defendants' request, dismissing

Mold
Continued from page 3
of some molds. But the problem cer-
tainly isn't limited to that geograph-
ical area, and concerns have spread
into the commercial arena.

Environmental remediation ex-

perts note that there are cases in

which they have been called upon to
deal with commercial structures, in-

cluding some in which they have
had to gut several stories of high-rise

Senate
Continued from previous page
hensive reform of Superfund is
clearly less likely under the new
leadership," said Leigh Ann Pusey,
senior vp-federal affairs for the
American Insurance Assn, in Wash-

ington.
The jssue of optional federal char-

tering of insurers, which is sparking
some interest in the House of Repre-
sentatives, could emerge in the Sen-
ate as well. If it does, it will be dis-

cussed by a Banking, Housing and
Urban Affairs Committee that most

likely will be chaired by Sen. Paul
Sarbanes, D-Md., one of the cham-
ber's most liberal members. But he

rnight be more amenable to the idea
than current Banking Committee
Chairman Phil Gramm, R-Texas,

noted Joel Wood, senior vp-govern-
ment affairs for the Council of In-

surance Agents & Brokens in Wash-

some of the claims but leaving the
key issues against the defendants in-
tact

The next defense tactic was to op-
pose the plaintiffs' request to certify
the suits as a class action. According
to a defendants' attorney who did
not want to be identified, the plain-
tiffs' attorneys have told the court
they will stop pressing the suits if
they are denied class status.

"The class certification is the key
decision," the defendants' attorney
said.

This month, Judge Moreno said he
would defer ruling on that motion
and ordered that discovery proceed.

"Now we're taking discovery to
prove the case can be tried on a
class-wide basis and that it is man-

ageable," said Harley Tropin, part-
ner w>ith Kozyak, Tropin & Throck-
morton in Miami and co-lead coun-

sel for the plaintiffs.
The other category of suits con-

sists of allegations that plan mem-
bers have been misled by HMOs, re-
sulting in plan members paying for
more expensive plans than those
they received. The suits allege that
the HMOs violated both the Em-

ployee Retirement Income and Se-
curity Act and the Racketeer Influ-
enced and Corrupt Organizations
Act. The suit seeks to become a class

action representing every person in
the United States who has been a

member of an HMO, perhaps tens of
millions of people, said Steve An-
nand, partner with Cohen, 1VIilstein,
Hausfeld & Toll in Washington. The
firm is a member of the executive

committee for the plaintiffs.
The defendants have opposed the

plaintiffs' request for class certifica-
tion in these suits as well. The judge
has delayed a decision on this issue
until after he rules on the defen-

dants' motion to dismiss the suits.

Mr. Annand said a ruling on that
motion is expected in the next few
weeks.

The suits seek to recover the dif-

buildings to eliminate the spores.
Homebuilders are getting hit es-

pecially hard for remediation de-
mands, said Scott Thomas, chair of

the insurance coverage practice
group for the law firm of Payne &
Fears L.L.P. in Irvine, Calif. In addi-

tion, apartment owners are starting
to see claims from tenants, who are

charging that they were made ill by
molds present in their buildings.

Litigation fears are growing, and
uncertainties surrounding coverage
for mold-related claims are con-

ington.
"Sen. Sarbanes is probably more

intuitively open to optional federal
chartering than would be Sen.
Gramm. Sen. Sarbanes' conditions

on an optional charter will have a
greater consumerist patina to what
he does," said Mr. Wood. He noted

that financial records privacy is also
"huge issue" for Sen. Sarbanes.

"Issues relating to community
reinvestment would probably be
higher on Sen. Sarbanes' agenda
than on that of his predecessor,"
said Mr. Farmer.

"Optional federal chartering was
never really a partisan issue. It is a
newer issue, so it doesn't fallinto the

traditional partisan category. That's
a wait-and-see issue," said AIA's

Ms. Pusey.

In general, "I'm not willing to
write anything off yet," said Ms.
Pusey. "Clearly, some things will
be more difficult but not impossi-
ble."

ference in the value of the type of in-
surance coverage the subscribers
thought they were getting and that
of the coverage they actually re-
ceived, Mr. Annand said.

The goal of the suit, besides win-
ning money, he said, is to change the
way HMOs operate, by forcing them
to explain accurately to plan mem-
bers what they are getting.

"What we're hoping for is a more
balanced approach to managed
care," Mr Annand said.

But the defendants' attorney said
the plaintiffs' real goal is to turn
back the clock to the days that pre-
ceded managed care. "They want to
do away with managed care, despite
their protestations to the contrary,"
he said. "They would replace the
managed care system, if they had
their way, with an indemnity sys-
Ltlill.

While the suits by both physicians
and plan members broadly attack
HMOs' business practices, they stll
fall short of attacking the general
concept of managed care.

A prior suit, Pegmm vs. Hedrick,
challenged HMOs' ability to control
costs. In that decision, the U.S.

Supreme Court unanimously held
that HMOs can offer financial in-

centives to physicians to control
costs (BI, June 19, 2000). To rule the

other way, the high court reasoned,
"in effect, would be nothing less
than the elimination of the for-profit
HMOs," and possibly nonprofit
HMOs as well.

As a result, the pending Florida
suits by plan members focus on how
HMOs communicate with their

members.

The defendants have denied the

allegations in the suits. In a written
statement, CIGNA HealthCare said
that "these lawsuits are without

merit and that, ultimately, reason-
able people will recognize that lit-
gation is not a path to assuring ae-
cess to quality healthcare."

Louis Saccoccio, general counsel

tributing b risk managers' worries.
"We have been told...that plain-

tiffs attorneys' new motto is'mold is
gold,' so that kind of scars us," said
Sheryl Bittick, corporate risk man-
ager for Weingarten Realty In-
vestors, a commercial property own-
er in Houston.

Although not all molds and fungi
pose health risks, one particular
mold, Stachybotris, has drawn
widespread attention from health
experts and the media. Stachy-
botris-dubbed "black mold" in a

recent Wall Street Journal article-

has been linked to flu-like symp-
toms, diarrhea, headaches, fatigue,
dermatitis and suppression of the
immune system. News stories about
Stachybotris exposure have become
cornmon, Ms. Bittick pointed out.

Ms. Bittick said she asked her bro-

ker to de:ermine whether liability
coverage for mold-related claims
could be purchased during her com-
pany's July renewal. Her broker's
loss control specialists also have
scheduled a meeting with her to dis-
cuss possible preventative measures.

For now, it appears her company
doesn't have any coverage, Ms.
Bittick said. Her broker told her that

an en*onmental policy owned by
Weingarten will cover bodily injury
losses, bus only if there is a govern-
mental trigger, such as a cleanup or-
der by health officials.

Property policy coverage of mold
damage without contributing cir-
cumstances is scarce.

Mold and fungus claims are ex-
cluded under many property poli-

at the American Assn. of Health

Plans in Washington, echoed that
thought, saying he disagrees with
the notion that health policy should
be made through litigation.

"That's not the role of the courts

to be involved in. It's the role of the

legislatures," he said.
Mr. Saccoccio called the suits a

wholesale attack on the system."
In the subscriber suits, the ERISA

allegations have a much better
chance of success than the RICO

claims, said Clark Havighurst, law
professor at the Duke University
School of Law in Durham, N.C. Mr.

Havighurst is following the litiga-
lion and has written about the suits.

To prevail with the RICO claims,
the plaintiffs must show a criminal
intent by the HMOs to misrepresent
the true nature of their plans. While
no trials have yet taken place using
the plaintiffs' the0Iy under RICO, a
federal appeals court last year dis-
missed one prominent suit making
similar allegations.

In Maio vs. Aetna Inc., the 3rd

U.S. Circuit Court of Appeals in
Philadelphia stated that the suit
could not proceed because the injury
to the plan membens-the difference
in the health plan they actually re-
ceived compared with what they
thought they were getting-was too
speculative.

The reasoning behind the Maio
decision is a cornerstone of the

HMOs' defense, the defendants' at-

torney said. Maio establishes the
precedent that "you cannot have a
suit unless you haveaclaim denied,"
he said.

The plaintiEfs' attorney, Mr. An-
nand, said that while the Maio deci-

sion presents a substantial obstacle,
it is not insurmountable. "We think

it was a fundamentally flawed anal-
ysis," he said.

On the other hand, the AAHP'S
Mr. Saccoccio called the Maio and

Pegram decisions "huge obstacles"
to the plaintiffs' cases.

des, explained Chris Povennan, se-
nior claim counsel in Baltimore for

The St. Paul Cos. Inc. But, he said,

coverage may be available when
mold growth stems from a covered
loss, such as a fire sprinkler leak.

St. Paul is seeing a growing num-
be of mold-related property dam-
age claims, many of which are not
covered, Mr. Poverman said. St.

Paul's loss adjusters, however, are
working to ensure that mold prob-
lems do not follow insured losses,

such as water damage from fire sup-
pression efforts, he said.

The coverage issue is murkier for
commercial general liability forms
issued by the Insance SeIvices Of-
fice Inc. in Jersey City, N.J. ISO's
forms make no specific reference to
mold or fungus, an ISO spokesman
said. Whether claims related to mold

and fungus are covered or not de-
pends on specific circumstances,
and courts have varied in their opin-
ions, the spokesman said.

Currently, an ISO panel is evalu-
ating whether the organization
should specifically exclude mold
and fungus from its commercial
general liability forms, he said, but
the issue is far from settled.

Coverage should be available un-
der general liability policies, policy-
holder attorney Mr. Thomas argues.
"If you truly do have an authentic
toxic mold condition, the property
owners CGL policy should certainly
be responding to that."

Payne & Fears recently published
a client newsletter stating, "if poli-
cyholders are properly prepared to

But the ERISA claims could turn

out differently, Mr. Havighurst said.
"They seem to me to have more po-
tential mileage, but they are not sure
things," he said.

More specifically, Mr, Havighurst
said the ERISA suits consist of three

separate types of claims. The first is
that the HMOs' marketing misleads
the public by asserting the plans are
concerned about health care quality,
when they don't.

Next is the claim that the HMOs

don't fully disclose the degree to
which they interfere with the doc-
tor/patient relationship. "That idea
has some merit," he said.

The third claim, Mr. Havighurst
said, is that while health plans assert
they will cover all "medically neces-
sary" health services, the plans fail
to tell members they use cost control
to deny coverage for some claims.

There is a precedent for litigation
to change the way HMOs conduct
business. Last year, Aetna Inc. set-
tled a suit brought by the Texas at-
torney general by agreeing to
change provisions in its contracts
with providers that were alleged to
have given physicians financial in-
centives to deny treatment (BI, April
17, 2000).

Other lawsuits have also changed
the way HMOs conduct their busi-
ness, said Joseph Fasi II, a partner
with Peterson, Johnson & Murray in
Milwaukee. Mr. Fasi represents
HMOs.

In recent years, many suits have
been filed against HMOs attacking
arrangements with physicians that
provide bonuses for keeping costs
down. In response, HMOs have, by
and large, abandoned these agree-
ments, Mr. Fasi said. "It's through
some lawsuits that change will oc-
cur," he said.

Mr. Fasi said the current wave of

suits rnight, in similar fashion, shine
a spotlight on the worst parts of the
system, forcing HMOs to eliminate
these practices. m

deal with insurer objections to these
claims, they stand a good chance of
securing coverage for most toxic
mold claims."

Policyholders should understand
that making such claims will require
applying policy provisions to novel
circumstances, but past rulings

should help, Mr. Thomas said.
Courts, for example, have held that
when dangerous materials are in-
corporated into a building, their
presence constitutes physical injury
or loss of the use of the building.
That, in turn, satisfies a property
damage requirement under some li-
ability policies.

Also, risk managers should be
prepared to face insurer arguments
against coverage, such as appeals to
pollution exelusions. Whether toxic
mold is a contaminant is an issue

that courts are still determining.
Many courts have refused to apply a
pollution exclusion, while others
have, he said.

Growing public concern over
mold contamination has led to a

sharp increase in demand among in-
surens for mold testing and remedia-
tion services, according to environ-
mental remediation companies.

About eight months ago, Engi-
neering & Fire Investigations Inc.

was getting only a few calls from in-
surers and self-insured employers
asking for help with mold testing
and remediation, said Michael
Thompson, president and chief ex-
ecutive officer of the Houston-based

forensic engineering company, a
See Mold on next page



Offshore
Continued from page 1
coverage, which would give U.S.-
based backers of the bill a pretense
to do the same, said Jon Harkavy, vp
with captive manager Risk Services
L.L.C. in Arlington, Va.

"Who's going to pay for thaC The
bottom line is, the consumer is going
to pay for it," said Mr. Harkavy.

The bill's backers insist, though,
that it would have no impact on
captive arrangements, nor would it
affect international insurers not

based in Bermuda or other alleged
"tax haven" jurisdictions.

"We have always believed that
there is an unfairness in our tax sys-
tem," said William Mardocchi, di-
rector of tax for Chubb in Warren,

N.J. "It's just a matter of tjme before
Congress wakes up to the fact that
there is this unfairness in the sys-
tem" and moves to correct it.

H.R. 1755 is the latest product of
efforts over the last two years by
Chubb, Hartford, Liberty Mutual
and other U.S. insurers to change
what they contend is a tax advan-
tage enjoyed by offshore rivals, in-
cluding Bermuda-based ACE Ltd.
and XL Capital Ltd.

The advantage, the U.S. insurers
argue, is that while U.S.-based com-
panies must pay taxes on invest-
ment income they earn on reserves,

U.S. affiliates of offshore companies
can cede their business overseas, pay
a 1% excise tax and let investment

earnings build up at little or.no tax-
es. Over the several years that insur-
ers hold reserves for long-tail casu-
ally lines, the tax savings add up to a
substantial competitive plus, the in-
surers maintain.

Lobbied by the U.S.-based insur-
ers, Reps. Johnson and Neal last
year introduced another bill, H.R.
4192, that attacked the alleged loop-
hole in a different way than does
their new measure. Last year's bill
called for foreign-affiliated U.S:in-
surers to estimate the investment in-

come earned on premiums they cede
to affiliates and to pay U.S. tax on it.

Estimating income in this way
would create problems, though, in-
cluding determining what assump-
tions to use about investment re-

turns on ceded premiums, support-
ers of the bill acknowledge.

The new proposal does away with
these problems by simply denying
the deduction an insurer would take

for premiums ceded to an affiliate in
a low-tax jurisdiction, which the bill
defines as one where the reinsurer's

effective tax rate is lower than 7%

and which would include Bermuda.

Companies can avoid the denial of

Mold
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subsidiary of GAB Robins.
Since then, such calls have been

pouring in, he said. In response to
demand, the company has hjred six
new microbiologists and plans to
add one for each of its 27 offices na-

tionwide, Mr. T'hompson said.
"It has absolutely become chaotic

with the amount of demand," he

said. "We cannot hire fast enough to
handle the number of cases we are

seeing come in the door."
David Harvey, vp of technical de-

velopment for Trade-Winds Envi-
ronmental Restoration Inc. in Bay
Shore, N.Y., has also seen *told-re-
lated business "explode," he said.
And instead of just denying cover-
age outright, insurers incheasingly

deductions by electing to have their
earnings on Affiliate reinsurance
premiums  taxed in the United
States or by proving to the Treasury
Department that their effective tax
rates equal the 7% minimum

Whjle the legislative approach has
changed, the opposition to it has not.

HR.1755 is the latest in a string of
"increasingly harsh proposals ad-
vanced by a handful of U.S. compa-
nies, all of which violate the letter
and spirit of U.S. international trade
and tax policies," ACE charged in a
statement.

Todd M. Malan, executive director

of the Organization for International
Investment, a Washington-based
group representing foreign-based
corporations, noted that Treasury
Secretary Paul O'Neill criticized at-
tempts by the Organization for Eco-
nomic Cooperation and Develop-
ment to influence the tax regimes of
countries it identified as tax havens.

"This legislation would seem ir-
reconcilable with the Treasury's ob-
jection to the OECD," Mr. Malan
said. "It would seem odd for the U.S.

to embark on a unilateral effort

aimed at trying to force other na-
tions to raise (tax) rates."

The bill probably violates provi-
sions of the existing U.S./Bermuda
tax treaty, said Roy Sedore, a part-
ner with law firm Baker & McKen-

zie in New York. The treaty, he said,
requires each country to treat the
other's companies the same way it
treats its own, and with H.R. 1755,

lit's pmtty clear you haven't abided
by the treaty," he said.

Tax law already requires compa-
nies to use arm's-length pricing in
deals with affiliates, and denying a
deduction for an arm's-length pay-
ment simply because a reinsurer is a
related party creates a "dangerous
precedent," Mr. Sedore added.

While the bill applies only to in-
surers, "once you deny a deduction
just because it's a related party, why
do you stop w>ith insurance?" he
asked. "It's clearly protectionist leg-
islation, and if you are going to use it
in this industry, why not in others?"

European reinsurers are also con-
cerned about the bill, noted Brenda

Viehe-Naess, a Washington lawyer
representing Fireman's Fund Insur-
ance Co. and its German parent, Al-
lianz AG. Holdjng.

Argujng that the bill's definition
of a low-tax jurisdiction is flawed,
she questioned what might happen
if a European company reinsuring
its U.S. subsidiary saw its effective
tax rate fall below 7% because of

unusually bad catastrophe losses in
a given year, or because of tax-loss
carryforwards from previous years.

The bill would also impose unrea-

are trying to help their customers by
trying to determine whether the
cause of a mold rnight trigger cover-
age, Mr. Harvey said.

One insurer downplayed the ex-
tent to which the problem is affect-
ing commercial policyholders.

"On the commercial and industri-

al side, you can't say (the mold prob-
lem) is increasing by leaps and
bounds," observed Louise Vallee,

environmental health manager for
loss control at Chubb Corp. in War-
ren, N.J. "You see a little more than

you used to see. But its nothing like
it is on the personallines side."

But increased homeowner aware-

ness, coupled with media attention,
has led more employees to fear
mold-related health problems at
work and to complain about mark-
ings such as water stains on ceiling
tiles, Ms. Vallee said. Workers are

sonable administrative burdens on

insurers having to demonstrate to
U.S. tax authorities that their effe-

tive rates meet the minimum.

"They would have to go to great
lengths and expense to prove they
are not target:s of the bill," Ms.
Viehe-Naess said.

The net effect of the legislation,
opponents contend. would be to
raise the cost of insurance to U.S.

policyholders. If you sell Coke for a
nickel and I sell Pepsi for a dime,
and I can drive up the price of Coke,
one thing we know is the price of
soda's going up," Mr. Sedore said.

Backers of H.R. 1755 deny most of
the opponents' contentions

The bill, for example, would have
"zero" impact on captives, Hartford
officials say. Captive owners that in-
sure their risks with a U.S. fronting
insurer would not be affected, be-

cause reinsurance ceded to the cap-
tive is not from a related party, not-
ed William Malchodi, Hartford se-

nior vp and director of tax. Captives
writing parent risks directly also
would not be affected, because no
reinsurance is involved, he added.

Mr. Malchodi also said the bill

would not violate the U.S./Bermuda

tax treaty and that it would not im-
pose undue administrative burdens
on overseas companies.

Supporters of the legislation argue
further that reinsurance deals with

oSshore affiliates are often not

arm's-length transactions, regard-
less of their pricing. For example,
U.S. affiliates of foreign companies
tend to reinsure their most prof-
itable business offshore, a practice
that no U.S. insurer would follow

with an unrelated reinsurer, said
Chubb's Mr, Mardocchi.

Certain insurers have also rein-

sured huge percentages of their
business with their offshore affili-

ates, relying to a far greater extent
on the affiliates than an unaffiliated

insurer would normally rely on a
single reinsurer, he added.

By moving reserves offshore, com-
panies have avoided millions of dol-
lars a year in taxes, Mr. Mardocchi
said. "Who pays for thaC I'm paying
for it and you are paying for it, and
we think that's not fair."

Proponents also doubt that the
bill would push up property/casual-
ty prices. If the alleged tax loophole
results in lower premiums in the
U.S., that underscores the problem
for U.S.-based insurers, adds Joel

Freedman, senior vp and director of
government affairs for Hartford.

If offshore insureis , 66

evadjng tax-
es is producing lower premiums, ·
that places U.S. companies that are
paying taxes at a disadvantage," he
said.

quick to wonder whether such
stains-which may or maynot be

mold--are related to cold symptoms
they might have experienced.

At the same time, insurers also

have come to recognize that there
may be potential health effects re-
lated to mold, she said. As a result,
some insurers have increased the

number of indoor air quality assess-
ment:s they perform for clients, Ms.
Vallee said. Usually, such assess-
ments are coriducted for customers

with liability or workers compensa-
tion policies. Correcting the problem
often mquires nothing more than in-
creasing the amount of fresh air in
the building.

"But the employee then is calmed
because someone has come out and

done an assessment and taking air
quality measurements," Ms. Vallee
said. m

Business insurance, May 28,2000 / 27

B/Stock Index - 5/25/2001

2,650

2,600

2,550

2,500

2,450

2,400

2,350

2,300

2,250

2,200

2.150

4/06 4n3 4/20 4/27

Base=100 on Dec. 29,1978

BROKERS

Aon Corp.
Brown & Brown

Clark Bardes Holdings

E.W. Blanch Holdings Inc.

Gallagher Arthur J. & Co.

Hilb, Rogal & Hamilton
Kaye Group Inc.
Mash & Mclennan

BROKERS

NYS

NYS

NDQ

NYS

NYS

NYS

NDQ

NYS

AVERA

INSURERS/REINSURERS

ACE Ltd.

Accel International Corp.

Acceptance Insurance Cos.
AEGON N.V.

AFLAC Inc

Anmerica Financial Corp.

Allstate Corp.

Ambac Financial Group

American Financial Group
American General

Ametican Intl Group

American Safety Insurance

Argonaut Group
AXAAJAP Gmup

Baldwin & Lyons Inc.

Berkley W.R. Corp.

Berkshire Hathaway Inc.

Capitol Transamerica Corp.
Chubb Corp.

Cincinnati Financial Corp.

Ci#group

CNA Financial Corp.

CNA Surety
EMC Insurance Group Inc.
ESG Re Ltd

Everest Reinsurance

Fremont General Corp.

Gainsco Inc.

Harleysville Group
HCC Insurance Holdings

ING Groep N.V.

PC Holdings Ud.
Hartford Anancial Se,vices

John Hancock Financial Serv.

Uncoln Natonal

MAIC Holdings Inc.

Markel Corp.
MBIA Insurance Group

Meadowbrook Insur. Group
Metlife

Mutual Risk Mgmt Ild.

Navigators Group

NYMagic Inc.

Ohio Casualty Corp.
Old Republic lift ·

Partner Re Ltd.

Penn-America Geup Inc.

PMA Capital Corporation

Philadelphia Cons. Holding
PXRE Corp.

RenaissanceRe Holdings Ltd.

RU Coil
St Paul Cos.

SCOR

SAFECO Corp.

SCPIE Holdings Inc.

Seibels Bruce Group

Selective Ins. Group
Toi<jo Manne & Fire

Torchmark Corp.

Transatlantjc Holdings

Trenwick Group Ud.

Unico American Corp.

United Fire & Casualty
Unitrin

UNUM Corp.
Vesta Insurance Co.

XL Capital Ltd.
Zenith National Ins.

INSURERS/REINSURERS

34.12

40.65

19.00

13.45

26.50

42.16

13.85

108.25

GE

NYS 37.34

N[)Q 0.07

NYS 4.85

NYS 28.50

NYS 31.72

NYS 54.60

NYS 44.47

NYS 56.57

NYS 27.69

NYS 45.25

NYS 82.31

NYS 9.93

NDO 17.50

NYS 29.70

N[)0 2325

N[)Q 39.90

NYS 67600,00

NAS 14.62

Nys 73.22

NYS 41.00

NYS 51.86

NYS 39.75

NYS 13.90

NDQ 12.45

NDO 3.71

NYS 66.10

NYS 5.69

NYS 1.45

NDQ 26.45

NYS 24.65

NYS 65.55

NDQ 23.20

NYS 66.97

NYS 38.68

NYS 49.01

NYS 15.34

NYS 194.50

NYS 51.57

NYS 3.87

NYS 31.39

NYS 8.90

N[)Q 16.30

NYS 22.25

N[)Q 8.95

NYS 28.04

NYS 54.00

NYS 1020

NDO 17.00

NOO 28.62

NYS 17.35

NYS 66.25

NYS 41.00

NYS 49.30

NYS 43.50

NDQ 28.03

NYS 20.05

N[)0 2.92

N[)Q 24.95

NDQ 50.25
NYS 37.50

NYS 119.28

NYS 23.10

NDQ 5.86

NDO 31.90

NDQ 38.18

NYS 32.87

NYS 8.90

NYS 78.00

NYS 27.25

AVERAGE

Price

MANAGED CARE COMPANIES

Aetna Inc.

CIGNACorp.
Health Net Inc.

Humana Inc.

Oxford Health Plans

Pacificare Health Sys.

Sierra Health Services

United HeattliGroup
Wellpoint Health Networks

MANAGED CARE COMP

ALL COMPANIES

NYS 23.71

NYS 92.00

NYS 18.50

NYS 9.35

NYS 26.62

NDO 20.57

NYS 6.08

NYS 54.45

NYS 84.52

ANIES AVERAGE

021

-4.47

7.04

0.03

6.01

-3.03

0.73

3.53

1.26

-5.08

-1.82

-3.70

-0.74

-1.88

-11.83

1259

4.00

0.62

-1.76

5/4 5ni sn 8 5/25

Weekly Year to date

%change %change High

0.11

0.00

10.23

-625

-1.95

-0.64

1.37

0.64

0.22

-1.52

-1.57

-2.65

1./.9

4.65

4.33

0.45

0.75

4.13

499
1.91

1.97

3.25

2.58

-7.02

17.78

-244

2.34

-3.97

1.73

0.12

1.16

3.11

1.47

1.26
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Year to date
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0
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1164
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19089

8
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1
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54519
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3

59
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2
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52
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5670
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NA
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17
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Vol.(000)

3393

172

332

524

1492

116

61

6339

5828

4232

2745

3788

7206

6562

1767

24318

5370

Top advancing issues: Meadowbrook Insurance Group, ESG Re Ltd., Sierra Health Se,vices. Leading dediners:
PacifiCare Health Systems, EMC Insurance Group, Baldwin & lyons Inc. Most active issue: Citigroup. The 8/ Index
decreased 0.1%; the Dow Jones 30 Indusvials dropped 2.656; the S&P 500 went down 1.1%; and Ole NYSE Corn-
posite decreased 1.5%. Average P/E: Brokers, 232; Insurers/reinsurers, 26.5, and Inanaged care cornpanies, 14.3.

Source: CNET /nvestor (investor.cnet.com) Boulder, Colo.
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99 Go ahead, give me your worst. Back

pain. Broken bones. Whatever injury

an employee suffers, nothing will stop

me from getting them back on the job

as safely and quickly as possible. By

coordinating the doctors, employer and

the injured worker, I keep the recovery

process moving. And being a Registered

Nurse with 28 years of experience

helps me know just what an injured

employee needs, from medical care to

rehabilitation. Because when it comes to

my job, the more pain I can deal with,

the better everyone feels. //

009©®[j]651]9@ h SEF{1@{Il Through proven recovery

programs, our experienced Nurse Case Managers helped save

customers nearly 700,000 disability days last year alone.
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