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Updates
Physicians' fraud lawsuit
draws protest from HMOs

SAN FRANCISCO-Three health insur-

ance plans say they were blindsided by a
lawsuit filed against them in federal court by
the California Medical Assn., because the
plans had been "talking" with the medical
association in hopes of reaching an agree-
ment over their disputes.

The CMA said that it turned to the courts

because doctors were frustrated by a lack of
progress in negotiations.

"Talking is one thing, but getting to solu-
tions is another," said Dr. Ron Bangasser, a

See Updates on net page

Leucadia to acquire Reliance
By GAVIN SOUTER

NEW YORK-The proposed $318
million purchase of Reliance Group
Holdings Inc. by Leucadia National
Corp. should ease the immediate fi-
nancial pressures on the troubled in-
surer.

While the deal will give Reliance
some breathing space, the company
still has operational problems it must
address, analysts say.

The recently appointed management
team headed by industry veteran Ter-
ry Van Gilder-which is expected to
remain in place-needs to cut expens-
es further and return the company to
profitability, analysts say.

The proposed purchase "does a lot
of favorable things for Reliance, but
questions still remain about she oper-
ations of Reliance and whether they
will be able to return to profitability,"
said Robert Partridge, a director at
Standard & Poor's Corp. in New York.

Mr. Van Gilder and his team will

still need to "substantially change"
Reliance and continue to sell or close

other parts of the company, he said.
Mr. Partridge would not specify which
Reliance units should be disposed of.

The sale to Leucadia will relieve Re-

liance of the problem of servicing
$237.5 million of debt that is due in

August, because Leucadia has sub-
stantial cash reserves, Mr. Partridge

Hawaii maymnn
own captive

for state risks
By ROBERTO CENICEROS

HONOLULU-Hawaii could

set a trend for other states to

follow if it succeeds in forming
a captive to insure the state's
general liability exposures.

No state currently sponsors
its own captive, but that could
change after Hawaii Gov. Ben-
jamin Cayetano signs into law
legislation that would autho-
rize the formation of a captive
facility for insuring the gener-
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Gov. Benjamin Cayetano·
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al liability risks of Hawaii and

all its agencies. The governor is
scheduled to sign the measure
May 30.

The legislation also would
give the state's risk manager
broad authority over state risk
management and insurance is-
sues, and it calls for the Hawaii

Insurance Division to study us-
ing a captive for the state's
property risks and "all other
insurance coverage that the in-
surance commissioner deems

appropriate."
In addition, Hawaii's Legis-

lature passed legislation that
would allow companies to form
"branch captives," which are
affiliates of offshore captive
facilities. That proposal, also
before the governor, is expect-
ed to promote new growth in
Hawaii's captive industry.

Although other state risk
managers have considered

forming captives, political and
fiscal issues have prevented
them from taking the step, said
Bruce F. Birdwell, president of
Harris & Harris Risk Manage-
ment Services Inc. in Austin,

See Hawaii on page 4
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noted.

According to filings with the U.S.
Securities and Exchange Commission,
at the end of the first quarter, Leuca-
dia had $241.6 million in cash and
marketable securities, plus access to
substantially more in liquid assets.

The proposed sale will provide some
immediate financial relief for Re-

liance, said Eric Simpson, a senior vp
at A.M. Best Co. in Oldwick, N.J.

"On the surface, the transaction
could address the immediate liquidity
issues that Reliance faces," he said.

Leucadia is only at the beginning of
its due diligence process, however, and
it has the option to walk away from

See Reliance on page 21

A quick comparison
Key data as of March 31

Reliance Group Leueadia National

Holdings Inc. Corp.

Assets:

Shareholder'sequity:

Net income:

Source: SEC filings

$14.21
billion

$1.12
billion

$145.5
million

Assets:

Shareholders equity:

Net income:

$3.12
billion

$1.12
billion

$25.6
million

Bankruptcy reform bill

Pension assets exposed
By JERRY GEISEL

WASHINGTON-Congressional negotiators trying
to hammer out a final bankruptcy reform bill are
putting aside earlier proposals that would have al-
lowed creditors to lay claim to employees' pension
benefits.

The measure still includes, however, a provision
that would bar protection for assets-including
rollovers from employer-provider pension plans-ex-
ceeding $1 million in individual retirement accounts.

Eliminating the earlier proposals that could have
put employers in the middle of tussles between em-
ployees and their creditors is-on one level-good
news for employers.

"Employers should be happy. There will be no ad-
ministrative problems or dealings with bankruptcy
courts," said Kyle Brown, an attorney with Watson
Wyatt Worldwide in Bethesda, Md.

On the other hand, notes Angela Arnett, senior
counsel with the American Council of Life Insurers

in Washington, the current provision is inconsistent
with national policy to encourage individuals to save
for retirement.

The potential interaction of bankruptcy reform and
pension benefits has been negotiated behind the
scenes for months, as congressional Republicans have
been informally meeting to try to resolve differences
in bankruptcy reform measures passed earlier by the
Senate and House. Congressional Democrats have
been excluded from these meetings, as Republicans
have worked under a strategy to first reach agree-
ment among themselves and then present the pack-
age to Democrats. A final agreement, which is still
not certain, could be reached next month.

Under the Employee Retirement Income Security
Act, benefits in employer-sponsored plans are

See Creditors on page 22

NAIC may expand reach
Talk of applying privacy rules to work comp

By MEG FLETCHER

NAICKANSAS CITY, Mo.-Risk

managers and insurers are con-
cerned about state regulators'
consideration of a proposal to ex-
tend to workers compensation
claimants new consumer privacy
protections required by federal
law.

Under Title V of the Gramm-

Leach-Bliley Act, which removed
barriers between banks and insur-

ers, federal and state regulators of
such institutions were charged
with implementing rules for as-
suring the security and confiden-
tiality of consumer information
within their respective jurisdic-
tions.

At a recent National Assn. of In-

surance Commissioners meeting
in Kansas City, Mo., a group of

regulators working on insurance-
related privacy regulations dis-
cussed making workers comp
claimants eligible for the same
protections as insurance policy-
holders.

Risk managers and insurers fear
that any restrictions on their ac-
cess to claimant information
could hinder their efforts to man-

age care and speed return to work.
Those concerns echo complaints
about the impact of medical
records privacy proposals on
workers comp.

"At the heart of the issue is

whether workers compensation
claimants should be included in a

notification that their personal in-
formation could be given to a non-
affiliated third party for market-
ing," as required under the law,
said Robyn Rowen, senior counsel
for the Des Plaines, Ill.-based Na-
tional Assn. of Independent Insur-
ers, who was at the meeting.

Regulators want to protect a
workers comp claimant with a re-
cent back injury, for example,
from being targeted by marketers
selling chiropractic services or
mattresses, according to Ms.
Rowen, who is based in Washing-
ton.

"The definition of privacy pro-
tection written in the act is 'pro-
tection for individuals who obtain

financial products for household
or personal purposes,' " she noted.
"However, regulators appear to be

See Privacy on page 6
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Updates
HMOs blast suit filed by CMA
Continued *om previous page
member of the CMA Executive Committee.

The suit, filed last Thursday by the ClVIAin federal court in San Fran-
cisco, charges that the three for-profit health plans have forced doctors to
provide substandard care by imposing unfair contract terms, denying and
delaying payments for medically necessary treatments and deliberately
underpaying doctors. The CMA accuses the plans of violating the federal
Racketeer Influenced and Corrupt Organizations Act and also accuses the
companies of coercive and fraudulent practices.

The California Assn. of Health Plans opened a dialogue with doctors
following a panel discussion at its annual meeting in April that featured
representatives of both health plans and the medical association, a CAHP
spokesman said.

CAHP President Walter Zelman had recommended an independent
third party be brought in to facilitate discussion, the spokesman recount-
ed. "They were very agreeable to it," he said, and since then, letters have
been sent back and forth discussing how to make it happen.

"Then, all of a sudden, we were slapped w>ith this lawsuit," said a
spokeswoman for PacifiCare of California, a unit of PacifiCare Health
Systems Inc. that is named in the lawsuit.

"This lawsuit and others like it only serve to drain money out of a sys-
tem that's already squeezed by rising cost of care, skyrocketing pharma-
ceutical costs and inflation, and the only winners really are the attorneys,
not the physicians, not the patients, not our health care system," said a
spokeswoman for HealthNet, also named in the suit. "We have been ready
and willing to sit down with the CMA and work out the issues. Lawsuits
like these don't solve the problem," she added.

A spokesman for WellPoint Health Networks Inc. said his company
was "mystified" that it was even named in the suit, which specifically crit-
icizes capitation payments, because"the overwhelming majority of our
members are in open access plans" in which doctors are paid on a fee-for-
service basis. Only 25% of Welll?oint's membership is enrolled in HMOs
that pay doctors on a capitated basis.

All three health plans also were named in a lawsuit the ClVIA filed last
year in San Diego seeking payment from the plans after the mdependent
practice associations to which they belonged went bankrupt. That suit,
however, has been dismissed.

The CMA is being represented by Archie Lamb L.L.C. in Birmingham,
Ala., a law firm that has won large verdicts against tobacco firms in class-
action litigation. The law firm filed a similar suit earlier this year on be-
half of doctors in Alabama against several health plans.

Quackenbush subpoenaed
SACRAMENTO, Calif.-California lawmakers last week subpoenaed

Insurance Commissioner Chuck Quackenbush, making him the first
statewide elected official in decades to be ordered to testify before a leg-
islative hearing.

The Senate Rules Committee issued the subpoena after the commis-
sioner surprised legislators last Tuesday by refusing to testify before an
Insurance Committee oversight hearing. The hearing was on Mr. Quack-
enbush's management of millions of dollars in fines levied against insur-
ers for mishandling Northridge earthquake claims.

The commissioner told the oversight hearing committee he was declin-
ing to testify on the advice of his attorney who said the hearing was an
ambush arranged by Democrats. The commissioner cited an e-mail memo
that he had obtained referring to his appearance at the hearing.

The e-mail, dated March 23, 1999, urged a chief consultant to the In-
surance Committee not to confront the commissioner about the issue of

secret settlements with insurers because "if we do not completely ambush
him he will slide out of it." The e-mail was sent from an Assembly staff
member.

Meanwhile, Mr. Quackenbush last week asked the California Highway
Patrol to investigate the leaking of Insurance Department documents re-
lated to the 1994 Northddge earthquake.

Harvard Pilgrim rehab outlined
BOSTON-Harvard Pilgrim Health Care Inc. is expected to be re-

moved from temporary receivership within a month, followinglastweek's
approval of a mhabilitation plan by the Massachusetts Supreme Judicial
Court, says Massachusetts Insurance Commissioner Linda Ruthardt.

Harvard Pilgrim, the state's largest health maintenance organization,
has been in receivership since January (BI, Jan. 10). "As far as I know,
there haven't been many large HMOs that have gone into and gotten out
of receivehip," said Ms. Ruthardt "This is a happy event."

Elements of the rehabilitation plan, which were announced earlier this
year, include permitting the HMO to boost its statutory net worth from a
negative $100 million to a positive $137 million by canying certain of its
real estate assets at market value. Currently, these assets are reported at
their purchase price less depreciation (BI, March 27).

Harvard Pilgrim's financial turnaround plan has also included restrue-
turing its operations and reducing its workforce, withdrawing from
Rhode Lsland, recontracting with all its Massachusett:s physician groups,
introducing a three-tier pharmacy benefit to hold down its prescription
drug costs, increasing premiums, and engaging in an effort to improve its
claims processing and information systems.

The HMO, which had a $227.7 million loss in 1999, has a projected loss
of $5 million for this year. It reported a $13.4 million net loss for this year's
frst quarter, and operating revenues of $634.7 million. Membership at the
end of the first quarter totaled 1.1 million.

Doctor antitrust bill postponed
WASHINGTON-Rep. Tom Campbell, R-Calif., is promising to fight

to get the full House of Representatives to vote on his controversial bill,
which would exempt physicians from federal antitrust laws when they
negotiate with health care plans.

See Updates on page 22

Employers await ruling
in arbitration case

By MARK A. HOFMANN one exemption. The exemption
holds that "nothing herein shall

WASHINGTON-The Supreme apply to contracts of employment
Court's decision to review a Cali- of seamen, railroad employees or
fornia employment law case has any other class of workers en-
significant ramifica- gaged in foreign or
tions nationwide for

m.29*inliallillill
interstate com-

employers that re- merce."

quire their employ-                                                                                                                                                                                                                                        Accordingly, fed-
ees to sign arbitra- SWIRRIEME eral and state courts

tion agreements as a m.dul•i:-lkil :i have held that the

condition of employ- -(60&Rllij law, which seeks to
ment. - - ,-1 encourage arbitra-

The case, Circuit /  tion, applies to em-City Stores Inc. us. ployment and labor
Saint Clair Adams, contracts covering
involves the scope of the Federal those workers who are not specif-
Arbitration Act, which took effect ically exempted.
in 1925. The act permits contracts "The act really carves out cer-
with binding arbitration agree- tain types of employees, but basi-
ments to supersede state law, with cally applies to everyone else in

all work categories so they can be
bound by binding arbitration,"
said Robert E. Meade, senior vp of
the American Arbitration Assn. in

New York.

But a three-judge panel of the
9th U.S. Circuit Court of Appeals
in Pasadena, Calif., broke with
the usual reading of the law last
November, ruling in the Circuit
City case that the Federal Arbi-
tration Act does not apply to em-
ployment contracts. Richmond,
Va.-based Circuit City Stores ap-
pealed, and the high court agreed
last week to review the case.

The court's decision to review

the case drew praise from an in-
fluential employers' group.

"I'm pleased that the court has
See Court on page 21

Insurance woman of the year

APIW honors Aon's Pahl
By LEE FLETCHER

Teresa L. Pahl, executive vp and board member of
Chicago-based Aon Group, has one more social func-
tion to add to her already-full schedule of profession-
al, community and personal obligations.

On June 6, she will attend a reception at which she
will be honored by the Assn. of Professional Insur-
ance Women as their Insurance Woman of the Year.

"She has energy for everybody and everything,"
said APIW President Diane Askwyth. "You have to
scratch your head and say, 'How does this woman do
all of these things?' " she said.

"She's clearly a superstar and clearly meets all of

our criteria with flying colors. I'm personally de-
lighted that she has won the award," Ms. Askwyth
said.

According to the APIW, the organization named
the 41-year-old Ms. Pahl its Insurance Woman of the
Year in recognition of her outstanding achievements

and leadership within the insurance industry, as well
as her commitment to the

advancement of women.

Ms. Pahl said that, to

her, success means provid-
ing a livelihood for others
and helping them do great

j work.
"I explain to my chil-

dren that their mom is

f helping build something,
9 and in what we're build-
1 ing, we're providing jobs
, for a lot of people. Behind

\ . ,$.,- every person that's doing a
1 e,/  job in this company,

there's a family, there's a
Ms. Pahl

life, there's things that
they're supporting," Ms. Pahl said.

Ms. Pahl said that when she is mentoring others,
See Pahl on page 16

Reports optimistic,
rate hikes are expected

Analysts
By JUDY GREENWALD

The real story of commercial
property/casualty insurers'

first-quarter earnings lies not in
the results themselves but in the

numbers behind the numbers,

analysts say.
Many commercial insurers re-

ported reduced earnings for the
first quarter compared with the
comparable period a year ago.

Inside

are focusing more,
however,

INSU RE# DZ:rry-
%-6 industry

SUIEB raise rates,

efforts to

though the

1*rQUARTER
creases

price in-

were not

reflected in the quarterly re-
sults.

• Employers should look at the growing array of new
health care plan designs with a critical eye, this week's ed-
itorial says. PAGE 8

• Jon Harkavy of Risk Services L.L.C. in Arlington, Va.,
writes in Perspectives that legislation to close a so-called

Bermuda tax loophole could threaten the interests of com-

mercial insurance buyers. PAGE 13

• The risks of going global with a Web site must be care-
fully managed. PAGE 17

• European insurers welcome the news of an agreement
between the European Union and China, one that offers
the prospect of further liberalization. PAGE 17

• Lloyd's of London will allow foreign brokers and non-
Lloyd's brokers to access the market beginning in January
2001. PAGE 17

Departments

Although analysts generally
expect that firmer pricing even-
tually will lead to improved
property/casualty earnings,
some question how long the
push to raise rates can be sus-
tained by the industry. Another
question hanging over future
earnings is the adequacy of in-
surers' reserves and the need for

additions.

"I think the overall results

See Results on page 10
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Construction work resumed in January on the
new Miller Park in Milwaukee, the site of a July
1999 crane accident that killed three ironworkers.

Insurer striking
out with

policyholder
By RODD ZOLKOS

MILWAUKEE Chubb Corp. says it is paying
claims from last year's construction crane collapse at
a stadium being built for Major League Baseball's
Milwaukee Brewers as quickly as they come in, de-
spite statements to the contrary from the authority
building the ballpark.

In an April 26 memorandum to the board of the
Southeast Wisconsin Professional Baseball Park

District, Michael R. Duckett, the authority's execu-
tive director, used strong terms to describe his dis-

satisfaction with the pace of the authority's recover-
ies from its builder's risk insurer.

"There are a number of dark clouds looming on the
horizon and they become more ominous every
day," Mr. Duckett wrote. "As we enter the next
phase of processing our claim, I am troubled by the
actions, words and conduct of Chubb and its repre-
sentatives."

In July 1999, the base of a 567-foot crane known as
"Big Blue" collapsed as it was lifting a 400-ton sec-
tion of the retractable roof of the new Miller Park.

Three construction workers died in the accident, and
damage to the new ballpark delayed its opening from
this year until the 2001 season.

The ballpark authority's builder's risk property in-
surance program has total limits of $325 million,
with various individual sublimits within the overall

policy. The district also has a separate liability poli-
cy with Chubb.

See Stadium on page 16
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States enact parity laws
Mental health benefit reform spreads, as Congress revisits issue

By JERRY GEISEL ty law, states continue to move ahead benefits parity measures, which gen-
and enact their own parity laws. erally bar employers from offering

As federal legislators debate So far this year, governors in Ken- lower limits of coverage for mental
whether to expand a loophole-laden tucky, Massachusetts and New Mexi- health care benefits than they offer for
1996 mental health care benefits pari- co have signed mental health care other medical and surgical benefits.
__ __ _ __ The approval of those three mea-

sures brings to 44 the number of juris-

Mental health benefits parity laws dictions, including the District of
Columbia, that have parity laws. Just

State laws in effect as of March 1, 2000 over 30 states have passed parity bills
· since the early 1990s, with most of

those passed since Congress approved
a watered-down federal parity bill.

- -n---J                         ,- Most of those state laws-which ap-

-- -1 94* ply only to plans sold by insurers and
. 1*. 15* health maintenance organizations-go

scope.

-- »f well beyond the federal statute in

The federal law, which also applies
to self-insured plans, bars all group
health care plans-except those of-
fered by employers with 50 or fewer

Exceeds Il Meets workers-from offering lower annual
federal law federal law and lifetime dollar limits for menthl

* More limited [3 NO law health care benefits than they offer for
than federal law other medical benefits. The federal

Source: U.S. General Accounting Office law, however, allows plans to impose
GRAPHIC BY JOHN HALL See Parity on page 22

B/k Ross named
officer of Crain

NEW YORK-Martin J. Ross III, associate publisher and adver-
tising director of Business Insurance, has been elected a vp of
Crain Communications Inc., which publishes BL

"It's particularly fitting that the board of Crain Communica-
tions has recognized Marty's contributions to the company just as

Marty has celebrated his 15th anniver-
sary with BI," said Chairman Keith
Crain.

Mr. Ross, 42, is a 1981 graduate of St.
John's University in Jamaica, N.Y.,
where he earned a bachelor of science

/1 He began his career in 1980 as an ad-degree in business administration.

ministrative assistant to the vp of the
New York Mets, working on promotion
activities and players' contract reviews.
He moved to Lanier Business Products

in 1983 as a national account represen-
tative.

Mr. Ross He joined Business Insurance in New
York City in 1985 as a district sales

manager. Mr. Ross was promoted to Eastern advertising manager
in 1988, overseeing the four-person New York sales staff. He was
promoted to advertising director in 1990 and was named associ-
ate publisher in 1997.

His responsibilities include management of all sales and promo-
tion activities at BI as well as expanding circulation and new
product development. Mr. Ross also represents BI at numerous in-
dust:ry functons.

"We are all very proud of Marty's appointment," said BIPub-
lisher/Editorial Director Kathryn J. Mcintyre.

Mr. Ross can be reached at 212-210-0228. Ell

Harold H. Hines Jr. Memorial Symposium

Risks, rewa rds of e-business
By RODD ZOLKOS

CHICAGO-As the Internet and

intranets change the way companies
do business, the answer to the ques-
tion of whether those changes repre-
sent a minefield or a gold mine to
the insurance and risk management
community may well be "Both."

Certainly, that was the conclusion
to be drawn from the comments of

industry experts discussing both the
risks and the opportunities posed by
changing technology at last week's
annual Harold H. Hines Jr. Memori-

al Symposium in Chicago.
In discussing her company's e-

business initiative, Pamela Rogers,
director of risk management for
Sears, Roebuck & Co. in Hoffman

Estates, Ill., said she sees the com-
pany's online exposures in much the
same terms as its traditional risks.

"The reality is we are a brick-and-
mortar business that has now gone
onto the Internet," Ms. Rogers said.
"And when I look at the risks online,
they're really not that different from
our bricks-and-mortar businesses.

"What we believe the Internet

does is really to exacerbate the risk
we have" in the traditional business,
the risk manager said. "The Internet
is simply one more way that we al-
low our customer to get to us."

Among the exposures Ms. Rogers
said she sees accompanying Sears'
e-business are:

• Denial of service. "That con-

cerns us, that our customers can't

get to us," she said.
• Computer hackers. "Are we

concerned about hackers? Yes. Is

there a lot we can do about them?

No," Ms. Rogers said.
• Order fulfillment. The company

currently uses a third-party busi-
ness for "pick and pack" order ful-
fillment, but it plans to bring that
process in house, the risk manager
said.

• Identity theft. "Again, not new.
We're used to credit card fraud," she
said.

While agreeing with Ms. Rogers'
suggestion that e-business risks are,
to some extent, the same as those in

bricks-and-mortar business, Daniel
M. Harris, an information security

See Hines on page 19
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Investigators inspect the site of a May 21 plane
crash near the Wilkes-Barre/Scranton (Pa.) Inter-
national Airport. All 19 people on board died.

Airline insured
for crash losses
WILKES-BARRE, Pa.-Executive Airlines is fully

insured for claims resulting from last Sunday's twin-
engine chartered plane crash that killed all 17 pas-
sengers and two crew members on board.

Both engines of the turboprop BA-31 Jetstream re-
portedly failed while making its second approach to
land at the Wilkes-Barre/Scranton International Air-
port in light rain and heavy fog.

Passengers were returning from an overnight gam-
Ming trip to Atlantic City, N.J. The plane, chartered
by Caesars Atlantic City Hotel Casino, crashed in a
dense and remote northeastern Pennsylvania forest.

The National Transportation Safety Board has said
that it is investigating all the variables that are asso-
ciated with the operation of the plane's engines, in-
clu(ling the fuel system, ignition system and weather.

Farmingdale, N.Y.-based Executive Airlines has
$100 million in limits on its liability policy, which
was recently renewed with Associated Aviation Un-
derwriters Inc. of Short Hills, N.J.

Executive Airlines also placed $1.5 million in hull
insurance with AAU.

Hull deductibles for this class of aircraft typically
range from $25,000 to $50,000, aviation sources say.

- By Sally Roberts
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Hawaii
Continued from page 1
Texas.

Other state risk managers, howev-
er, now may be emboldened by the
support of legislators, the governor
and state agencies in Hawaii for
such a venture, said Mr. Birdwell,

who is the former risk manager for
the state of Texas and a former pres-
ident of the Public Risk Manage-
ment Assn.

"That is progressive," Mr. Bird-
well said. "If it works out for

(Hawaii), I'm sure other states will
do it."

For many states, though, simply
having legislation that would con-
solidate all state agencies under a
single risk management program, as
would the Hawaii bill, would be a

big s.ep forward, he added.
Hawaii lawmakers have support-

ed the state's captive industry and

with this bill are "trying to practice
what they preach," said Julie
Ugalde, acting risk manager for the
state of Hawaii.

Under the legislation, S.B. 3043,
the state comptroller, through the
state's risk manager, would be able
to place allliability coverage for the
state and its agencies in a captive.
Hawaii's risk manger reports to the
state comptroller.

The legislation calls for the staze
comptroller to first conduct an as-
sessment of whether forming a cap-
tive is financially feasible. This
study would be performed by a pri-
vate consultant to be hired by the
state's Department of Commerce
and Consumer Affairs with the as-

sistance of the risk manager, accord-
ing to the legislation. The Depart-
ment of Commerce and Consumer

Affairs oversees the Insurance Divi-

sion, which includes Hawaii's office
of Captive Insurance Administrator.

Any conflict of interest resulting

€ ».3

from the state regulating its own
captive is expected to be minimized
by requiring the state captive facili-
ty to adhere to the same tax struc-
ture, filing and licensing regulations
as any other captive.

The state comptroller would have
final say in whether or not to create
the captive and how it is managed,

'That is progressive. If it
works out for (Hawaii),
I'm sure other states will

do it,' says Bruce
Birdwell

according to the legislation. The
comptroller reports to the state's
Department of Accounting and
General Services, which is separate
from the Department of Commerce

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

and Consumer Affairs.

That separation eased confli Dt of
interest concerns that briefly arose
when lawmakers were voting on the
measure, said Sen. Brian Taniguchi,
D-Honolulu.

Cost savings to taxpayers is the
chief reason for approval of th€ leg-
islation, said Sen. Taniguchi, who
introduced the legislation and is
chairman of the Consumer and

Commerce Committee.

According to the legislation's text,
the state currently pays about $5
million in premiums per year for li-
ability coverage and maintains self-
insured deductibles that range from
$50,000 to $3 million per occur-
renee.

"The state will save money Lnder
the proposed scheme since the state-
owned captive insurance company
will allow the state direct access to

the discounted premium rates avail-
able in the insurance market." the

legislation's text states.
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Forming a captive could give the
state more control over its insurance

costs and related services, such as
claims administration, said Mr.

Birdwell, the former Texas risk
manager.

Additionally, it could allow the
Hawaii risk manager to implement
creative risk financing programs,
such as allocating premiums to indi-
vidual agencies or accumulating a
"risk margin" fund by charging
agencies slightly more than their an-
nual risk costs, he said.

Such a fund, in conjunction with
interest earned from the captive's
operation, could reduce the need to
seek insurance funding each year
from legislators, observers said.

In addition to authorizing forma-
tion of a captive, the legislation also
would broadly empower the state
risk manager to oversee most insur-
ance and risk management pro-
grams for the state and all its agen-
cies, including determination of
whether to insure or self-insure

risks.

The risk manager, however,
would not oversee workers compen-
sation and employee benefits pro-
grams, according to the legislation.
Sources familiar with the legislation
say that placing workers con'lpensa-
tion in the state's captive facility is
an eventual possibility, however.

The legislation also would give the
risk manager the authority to con-
tract for services, such as actuarial,

claims and risk management con-
sulting. It also would authorize the
comptroller to obtain reinsurance
for the captive.

Individual state agencies that are
not satisfied with the risk manager's
coverage arrangements would be
able to request that the comptroller
review those arrangements, the leg-
islation states.

In addition to the captive legisla-
tion, Hawaii's governor also is ex-
pected to sign a separate bill, S.B.
3190, that would allow the forma-
tion of "branch captives." Branch
captives are affiliates of captives
don*ciled outside the United States

that allow their owners to bring a
portion of their captive insurance
business onshore, which may be at-
tractive for regulatory or tax pur-
poses.

Allowing branch captives could
increase the volume of business the

domicile gets from non-U.S. compa-
nies, particularly Japanese compa-
nies, and also could smooth the way
for funding employee benefits and
other U.S.-regulated coverages
through a branch facility in Hawaii,
said Gerald Yoshida, a partner at
Char Hamilton Campbell & Thorn in
Honolulu. Mr. Yoshida is chairman

of the Hawaii Captive Insurance
Council and president of the Coali-
tion of Alternative Risk Funding
Mechanisms.

Vermont last year, in anticipation
of the U.S. Department of Labor al-
lowing employers, under certain cir-
cumstances, to write employee ben-
efits through captives, adopted a
law allowing branch captives (BI,
April 12, 1999). One of the Labor
Department's requirements for a
U.S. company seeking to fund em-
ployee benefits through a captive is
that the facility be licensed in a do-
mestic state or territory.

Although Vermont's law only al-
lows branch captives to insure em-
ployee benefits, Hawaii, by contrast,
would allow all commercial risks

now insured under Hawaii's captive
statutes to be written by a branch
captive, Mr. Yoshida said.

Typically, companies forming a
Hawaii captive must incorporate in
the state before obtaining a captive
license. With the new branch law,

however, they would be allowed to
register with the state as an "alien
corporation doing business in
Hawaii" rather than as a corpora-
tion. [ET|
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Privacy
Continued from page 1
interpreting the spirit of the act to
open the door to include commer-
cial claimants, including workers
compensation claimants," she
said.

The issue arose during a May 16
meeting of the NAIC's Privacy
Working Group. It is one of sever-
al working groups established to
recommend insurer-specific regu-
lations for implementing the pri-
vacy provisions in Title V of the
Gramm-Leach-Bliley Act (BI,
March 27).

Although there is no consensus
among working group regulators
about protecting workers comp
claimants, "I am sure that this is

an issue regulators will be grap-
pling with, because it is a thorny
one," said Matthew All, counselor
to Kansas Insurance Commission-

er Kathleen Sebelius, the NAIC vp
who chairs the working group.

Ms. Sebelius and Glenn

Pomeroy of North Dakota, the
working group's vice chair, were
unavailable for comment.

As word of the regulatory dis-
cussion spread, it sparked strong
comments from representatives of
some risk management and insur-
er associations. They voiced con-
cerns about regulators' apparent
willingness to extend privacy pro-
tections aimed at individual con-

sumers to include workers com-

pensation elaimants.
"The Risk & Insurance Manage-

ment Society is very concerned
that the proposal might cut off the
flow of necessary information" to
employers about injured workers'
job-related accidents and illness-
es, said Daniel Barry, RIMS' di-
rector of government affairs in
New York. Employers typically
need medical and related informa-

tion about injured workers' acci-
dents or illnesses to efficiently
process claims and administer re-
turn-to-work programs, he said.

'1 am sure that this is an

issue regulators will be
grappling with,
because it is a thorny
one,' says Matthew All.

As long as that flow of informa-
tion to the employer is still per-
mitted, RIMS would not oppose
restrictions on further dissemina-

tion of personal information, he
said. However, "we need to see the

language and put it in the context
of the Gramm-Leach-Bliley Act to
assess its impact," he said.

Until now, the issue of employer

OUR

and insurer access to an injurec
worker's personal information has
primarily arisen as a result of
pending federal and state legisla-
tion dealing with health-related
legislation, rather than the con-
sumer privacy protections avail-
able under the federal financial

modernization law.

The American Insurance Assn.

also is very concerned abou: the
possibility that regulators may try
to extend privacy protections to
workers comp claimants.

"We strongly believe that it
would be inappropriate for the
NAIC to include commercial lines

in the scope of Title V state insur-
ance privacy regulations," even
though states do have the authori-
ty to go beyond what federal regu-
lators will require of banks, said

, Debra Ballen, executive vp-public
policy management for the AIA in
Washington.

It is inappropriate for state reg-
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ulators to extend the law's privacy
protections to workers comp in-
surance claimants, who are not
customers of the insurers but

third-party claimants, said Ms.
Ballen, who also attended the

meeting. Title V calls for a system
for financial institutions to com-

municate their privacy policy and
provide opt-out rights to cus-
tomers, she explained.

"We aren't saying that third-
party claimants don't have priva-
cy rights, but this mechanism isn't
designed to address them," Ms.
Ballen said of the federal law.

From a regulator's perspective,
though, "it's an odd distinction to
make" between workers as health

consumers and injured workers as
third-party claimants, because it
is the same kind of information

that is being given out and the
same kinds of privacy concerns,
said Mr. All of the Kansas depart-
ment, who also attended the meet-

ing.
No other commercial lines cov-

erages are included in the current
discussions, he added.

State insurance regulators are
working hard to quickly develop
regulations to implement the in-
surance-related portion of the fed-
eral financial modernization act.

They will probably have a pro-
posed written draft ready for the
NAIC's summer quarterly meet-
ing, June 10-14 in Orlando, Fla.,
Mr. All said. It is uncertain now,
though, whether that proposal will
include protection for workers
comp claimants, he said.

Regulators hope to thoroughly
discuss the draft at the meeting
and prepare a final version of it as
soon as possible. The NAIC has re-
vised its meeting schedule specifi-
cally to allow adequate time for
discussions relating to this and
other issues associated with the fi-

nancial modernization law.

The NAIC is expected to prepare
a model proposal that states can
adopt legislatively or administra-
tively, he said. For example, the
Kansas Legislature previously
gave Ms. Sebelius authority to
adopt insurance-related privacy
rules for the state, he said.

Establishing deadline dates is a
particular concern.

Insurance industry representa-
tives generally want state insur-
ance regulators to extend the en-
forcement deadline for the insur-

ance-related privacy rules, as fed-
eral agencies did earlier this
month for financial institutions.

Specifically, federal agencies have
adopted rules for financial institu-
tions that are effective Nov. 13,

though the enforcement deadline
was postponed until July 1, 2001.

Although regulators have not
yet decided to extend such dead-
lines, "they are very sensitive to
(the risk of) putting insurers at a
competitive disadvantage," Mr.
All said. Ell
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Opinions

Give health plans critical eye
H

ARDLY A WEEK GOES BY without the un-

veiling of another new design through which
employers could offer health care benefits to

their employees.
This onslaught of new health care plan proposals

is largely a response to payer, participant and pro-
vider dissatisfaction with current health care mod-

els, especially managed care. As health care costs

continue to rise, and as patient protection legislation

threatens to expand employer liability for health

plan decisions, more employers are likely to consider
such proposals.

We would urge caution, however, that in the rush

to avoid problems with existing health care plans,

employers do not forfeit the many advantages that
current designs also may offer.

Earlier this month, for example, Vivius Inc., a
Minneapolis-based company, said it would soon be-

gin marketing a program in which employees would
select their own panel of providers from among
physicians who would agree to provide all necessary
services in exchange for a fixed, monthly fee that the
providers themselves would set.

Coincidentally, another Minneapolis-based con-
cern, HealtheCare, is promoting a program in which

employees would use pretax contributions made by

their employers to purchase basic health care cover-

age as well as additional levels of coverage.
At the same time, an increasing number of benefit

experts are advocating that employers wishing to
avoid the hassles and costs of health care purchasing
adopt a straight defined contribution-type approach
to providing and funding health care benefits. Under

such an approach, employers would provide employ-
ees with a fixed amount of money, and it would then
be up to employees to use those contributions to pur-
chase their own coverage.

Its hardly surprising that so much thought and re-
examination of the health care system is taking
place.

Faced with sharply rising costs and fears that
Congress may increase corporate liability for health
care decisions, employers have good reason to con-
sider new options. For some, the only other option
would be to drop health care benefits entirely.

Providers, resenting what they consider second-
guessing on the part of managed care plans, also are
receptive to new designs as a way to regain control
over treatment decisions and to reduce the financial

risks they currently assume.

The new options also are enticing to employees,
many of whom have lost their ability to choose their
own providers.

At one level, this intense questioning of basic
health plan design assumptions is a good thing. Any-
thing as costly and important as health care de-

mands periodic examination, review and improve-
ment.

Indeed, plan designs that we take for granted to-
day-such as health maintenance organizations, pre-
ferred provider organizations and point-of-service
plans-grew out dissatisfaction with the way health
care previously had been delivered and financed.

Having said that, some elements of the new plan
designs being advanced today themselves deserve in-
tense questioning and scrutiny.

Letters to the editor
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Consider, for example, proposals to give providers
more autonomy in making medical care decisions.

We shouldn't forget that restraints on physician
autonomy-such as precertification prior to hospi-
talization or second opinions prior to surgery-
weren't adopted in a vacuum.

These utilization management controls were wide-

ly adopted by health plans and became a centerpiece
of managed care aprocedures in different communi-
ties around the country. The obvious conclusion was
that too much unnecessary medicine was being de-

livered, prompting calls for more monitoring and
controls.

Another common proposal would have employers
adopt a defined contribution-style approach to

funding health care benefits.
On the surface, such an approach would appear to

make sense. With a fixed amount of dollars to spend
on coverage from their employers, employees, the
theory goes, would become better consumers of
health care services.

One obvious flaw in this approach is that health
care costs and needs vary by age and health status.
The 57-year-old employee with numerous health
care problems is going to pay a lot more for health
care coverage than a healthy 27-year-old. If the em-

ployer makes the same contribution for all employ-
ees-regardless of age or health status-the purchas-
ing power of some employees would suffer consider-
ably.

On the other hand, trying to adjust contributions
based on employee age and health likely would
prove overwhelming for employers.

Putting purchasing responsibility in the hands of

individual employees also results in a big tradeoff

that many employees will overlook: the loss of pur-
chasing clout that comes from buying health care

coverage and services on a group basis.

Individuals will likely find purchasing their own
health care coverage more expensive than it would
be when included in a group plan. And few employ-
ers are likely to raise their contributions beyond cur-
rent levels to offset this diminished clout.

In spite of these concerns, we welcome scrutiny of
current models and suggestions for reforming how
employer health care benefits are provided and
funded. We do not believe these new designs ought
to be rejected, but do suggest a more critical eye be
given to claims that such designs present a panacea
for all that ails the current health care system. We'd

hate to see employers and employees turn to a cure
that winds up being worse than the disease.
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Results
, Continued from page 2

were a mixed bag. There were some
very bad individual company perfor-
mances," while some insurers did bet-

ter than expected, said Michael
Lewis, senior insurance analyst with
Warburg Dillon Read in New York.

"More importantly, for the better-
managed companies, the numbers be-
hind the numbers were really starting
to look good for the sector," Mr.
Lewis said. Rate increases are grow-
ing in size and scope, while retention
levels "were holding up very well,
better than might have been expected
beforehand," he said.

"I think this was the main message
that was delivered, that the industry
was showing a much more disciplined
approach to underwriting," said Mr.
Lewis of the first-quarter results.

Ron Frank, an analyst with Sa-
lomon Smith Barney in New York,
agreed. "The earnings themselves
were not nearly so significant in my
mind as what managements had to
say about the pricing environment,"
he said.

"You now have the virtually unani-
mous view among major players that
the U.S. commercial middle-market

cycle is indeed turning," Mr. Frank
said. "Virtually all of the companies
are now talking in terms of double-
digit increases or the near-term
prospect thereof, coupled with re-
newal retention rates that are essen-

tially stable or, in some cases, improv-
ing."

In addition, he said, "a couple of
I companies are even talking about

getting rate increases in lines where
they don't even need them, and that's

1 a sign of a classic hard market," Mr.
1 Frank added.

| Michael Smith, an analyst at Bear
Stearns & Co. in New York, said that
"the rate increases seem to be acceler-

ating," with a push toward low dou-
ble-digit hikes and increases broadly
spread among different lines. "Even
the brokers now are starting to get
excited about midyear renewals, and
brokers haven't been excited in 15

years," he said.
John L. Ward, chairman of Cincin-

nati-based Ward Financial Group,
said, "Primarily, the story was re-
structuring and re-underwriting, and
companies for the first time in a long
time seem to be making a real, con-
certed effort to price their business
properly, raise rates and non-renew
the unprofitable accounts.

"But, on balance, it was still a diffi-
* cult quarter" because some of the
I commercial underwriters are just

starting to exercise the discipline they
i should have shown years ago, said
' Mr. Ward.

"It'11 take a while for many of the
rate increases that are being imple-

Major property/casualty insurers' first-quarter 2000 results
Ranked by change in net income. All amounts in thousands of dollars.

Corporate Property/casualty operations
Percent Net Percent Percent

Net increase Consolidated Combined, Combined' premiums increase Policyholders' increase
Rank income (decline) revenues ratio ratio written (decrease) surplus (decrease)
2000 2000 1999-2000 2000 2000 1999 2000 1999-2000 2000 1999-2000

1 CNA Financial Corp. $141,000

2 Reliance Group Holdings Inc. 145,499

3 The St. Paul Cos. 357,458

4 Royal & SunAlliance USN 35,854

5 Travelers P/C Corp. 330,500

6 ACE Ltd. 174,513

7 Cincinnati Financial Corp. 79,363

8 American International Group 1,346,093

9 Hartford Financial Services Group 238,000

10 RLI Corp. 6,540

11 Hartford Steam Boiler 19,800

12 Chubb Corp. 153,700

13 American Financial Group 44,700

14 Old Republic Int'I 55,363

1 15 SAFECO Corp.      29,800

16 Fremont General Corp. 1,337

' 17 Argonaut Insurance Co. (72,527)

18 Ohio Casualty Corp. (75,013)

-Kemper Insurance Cos. N/A

-Liberty Mutual ins. Co. 2 N/A

2,920.0%

1,035.7

116.8

81.3

64.8

35.3

23.1

12.3

(0.6)

(17.8)

(19.2)

(25.0)

(74.9)

(95.4)

(737.7)

(766.4)

N/A

N/A

$3,510,000

1,023,233

2,252,753

929,076

2,569,400

1,344,481

571,270

10,890,359

3,499,000

60,002

156,500

1,767,000

878,300

493,270

1,795,800

295,333

44,158

432,673

725,773

N/A

Cumulative $3,011,980 20.1% $33,238,381

1 After dividends 2 Statutory N/A-Company did not provide data

Source: 8/ survey

mented this time to really take hold.
The real benefit of this may not be
seen this year, but it is a good move, a
smart move, long overdue by most of
the companies," Mr. Ward said.

The 20 commercial property/casu-
alty insurers surveyed by Business In-
surance as a group posted a 20.1% in-
crease in net income for the first

quarter to $3.01 billion, though half
reported reduced or flat earnings
compared with the first quarter of
1999.

In addition, while Reliance Group
Holdings Inc. reported a 1,035.7% in-
erease in net income to $145.5 million,
it reported a $36.5 million operating
loss for the quarter.

BI now includes results from

Hamilton, Bermuda-based ACE Ltd.
in its quarterly review.

Other first-quarter results in the BI
survey include:

• Net premiums written increased
9.6% to $22.29 billion.

• The combined ratio for the insur-

ers surveyed increased to 105.5%
from 103.7% for the comparable pe-
riod a year ago.

• Policyholder SUIplus decreased

by 3.5% to $52.76 billion for the 18
insurers that reported this informa-
tion.

"I would say it was a mixed quarter
from an earnings perspective," said
Gary Ransom, senior vp at Hartford,
Conn.-based Conning & Co. "Some
companies demonstrated some real
underlying improvement, while oth-
ers were still getting worse," he said.
For the companies that improved, "it
wasm't so much the rate increases as

much as the re-underwriting and get-
ting rid of the less profitable busi-
nesses that seemed to have a more im-

mediate impact on the numbers; and
then there's others that seemed to

make no progress at all and still seem
.... to -have terrible results," said Mr.

Ransom.

"There's a pretty wide disparity in
results" between those insurers that

did not underprice and do not have
shortfalls in their balance sheets, and
those that do have shortfalls, said
Eric Simpson, senior vp at Oldwick,
N.J.-based AM. Best Co.

Many analysts say the property/ca-
sualty outlook is positive

Ken Zuckerberg, an analyst with

California Insurance Commissioner Chuck Quackenbush
Announces

Notice of Request for Proposals
Re: Superior National Insurance Company, Superior

Pacific Casualty Company, California
Compensation Insurance Company, and Combined
Benefits Insurance Company

Chuck Quackenbush, Insurance Commissioner of the State of California, in his
capacity as Conservator of the above captioned insurance companies (the
"Companies") has issued a Request for Proposals for participation in a
Rehabilitation Plan for the Companies. Those persons or entities interested in
obtaining a copy of the Request for Proposals may do so by contacting Richard
Krenz, Deputy Conservator, in care of the Commissioner's financial advisor,
Marsh & McLennan Securities Corporation, 114 W. 47th Street, New York, NY
10036 or calling Geoffrey Sweitzer at 212-345-2785. All proposals should be
submitted pursuant to the terms of the Request for Proposals and must be received
by the Deputy Conservator on or before June 1,2000.

113.5%

114.6

108.0 2

110.6

100.3 2

96.0

98.8

95.8

103.2

93.0

93.3

101.9

104.2

110.9

111.7

111.7

558.3

122.92

110.42

114.3

105.5%

112.4% $2,130,000

106.7 605,100

109.9 2 1,399,919

112.1 820,830

99.9 2 2,036,900 2
86.2 1,457,022

106.0 432,130

95.3 4,226,296

101.4 1,826,000

91.8 61,468

87.7 101,900 2
99.2 1,589,300

99.4 647,500

104.9 209,270 2

103.4 1,152,700

96.3 285,631

121.9 26,467

104.92 394,644

110.62 716,7252

114.6 2,175,000

103.7% $22,294,802

Keefe, Bruyette & Woods in New
York, said that while insurers are in-
troducing rate increases, "it's very im-
portant to remember that there's a lag
between the time that companies an-
nounce rate increases to the time that

it flows through to the book of busi-
ness."

Because of increased underwriting
discipline, "we're encouraged the op-
erating results for the sector will look
better in the second half of the year
into 2001," said Mr. Lewis.

Conning's Mr. Ransom said, "I
would say the outlook is for gradual
improvement, but recognizing that a
lot of companies could have resulss
get worse before they get better."

Stephen Lilienthal, executive vp-
U.S. insurance operations for The St.
Paul Cos. Inc. in St, Paul, Minn, said
while there has been a "steady im-
provement in pricing, to the point
where overall effective pricing is over
and above any effective inflation,"
there have been some troublesome ar-
eas as well.

In particular, workers compensa-
tion "has shown steady signs of dete-
rioration," he noted. "We are guard-
edly optimistic in terms of what we
see for the remainder of 2000 and be-

yond," said Mr..Lilienthal.
Some analysts question whether

the industry's push for firmer pricing
can be sustained.

Matthew Coyle, director at rating
agency Standard & Poor's Corp. in
New York, said, "I think, going for-
ward, we're all going to be watching
closely to see if this is sustainable and
if the second round of renewals will

also experience some level of rate im-
provement, because for most compa-
nies, one round of rate increases is not
going to do it"

Overcapacity in the market could
dampen both the degree and the du-
ration of the firming, said Best's Mr.
Simpson, adding "It's just doubtful
that it would last much beyond the
year 2000 at the rate it's going."

Although market leaders are mak-
ing a concerted effort to increase
rates-an effort that seems to be

meeting with less resistance in the
marketplace-"the level of rate in-
creases could very quickly subside
later this year," Mr. Simpson said.

(25.5%)

(12.8)

11.7

121.6

(2.9)

327.7

9.0

4.3

8.9

(4.3)

15.5

13.1

23.4

(0.8)

5.4

45.1

28.6

(0.7)

2.8

16.5

N/A

$1,305,881

5,798,500

2,544,612

7,791,000

4,568,394

2,506,723

N/A

7,136,000

291,111

444,200

3,365,100

1,612,300

1,345,316

2,559,800

509,664

470,697

832,079

2,544,006

7,136,000

9.6% $52,761,383

N/A

(5.0%)

21.2

(14.3)

7.3

2.6

(12.0)

N/A

(14.0)

3.6

2.3

(12.9)

(7.4)

(15.5)

(22.2)

(27.7)

(17.2)

(0.9)

(4.2)

(3.5%)

Firmer pricing should continue at
least through next year's first quarter,
said St. Paul's Mr. Lilienthal. "At that

point, given the history of the com-
mercial lines segment, it's really too
early to teLl," he said. "It certainly
would not surprise me if the industry
were to return to its price-cutting
ways somewhere down the line," he
added.

Mr. Ward said that "pricing disci-
pline will remain intact for some time
because it's just good business, and
sometimes tough decisions are diffi-
cult to make, but once you make
them, you can sustain the results for
the time being. I don't see this as a
short-term move."

Some analysts also pointed to con-
tinuing concern about reserves. Mr.
Coyle said S&P has a negative out-
look for this year because, despite
anecdotal evidence of rate increases,
"you still have the issue of reserve ad-
equacy, or, in this case, lack thereof."

Some of the "major areas of con-
cern" with regard to reserve adequa-
cy are workers comp, commercial
multiperil and commercial auto lia-
bility lines, he said.

"We would expect some of this im-
provement in rates, which probably
won't show up until the latter half of
this year, will be overshadowed by
carriers taking reserve charges to ad-
dress deficiencies," Mr. Coyle said.

"I think the biggest trend that's go-
ing on is the reduced amount of prior-
year reserve development, and, at the
same time, the growing number of
companies facing distinct reserve de-
ficiencies," Mr. Lewis said.

He pointed specifically to the Cali-
fornia workers compensation mar-
ket."There'll be a significant number
of companies over the remainder of
the year addressing their reserve defi-
ciency problems, and I don't believe
that the Superior National filing of
Chapter 11 is the last one we're going
to see," he said.

"You're coming to that point where
a number of companies are basically
hitting the wall right now, and that's
going to cause a shakeout in the
group, which makes it easier to get
rate increases as the market realizes

just how underpriced these coverages
have been," Mr. Lewis said.
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Bermuda Gloophole' should remain 1

Tax Code changes outlined in H.R. 4192 the parent, indirectly, through its U S affiliate
No matter how one attempts to iustify such an

approach, H R 4192 imposes the U S view of how

illogical, damaging to insurance industry much certain foreign countries should tax their own
domiciliary insurers on cessions received from U S
affiliates Would not any foreign nation that taxes ltS

By Jon Harkavy offshore Insurer is speculative at best The former own domestic insurers at a higher rate than the
CIGNA companies owned by ACE now pay U S United States be Just:ified in imposing, either

A
SMALL GROUP OF U S insurance income taxes, whereas for several years prior to the directly or indirectly, its taxes on domestic affiliates
companies, led by Chubb Corp and Hartford purchase, they were losing money and did not pay of U S insurers, or, worse still, on all cessions
Financial Services Group Inc and including substantial federal income taxes on the business between their domestics and U S

Liberty Mutual Insurance Co and Kemper they insured To view the reinsurance transaction insurers/reinsurers?
Insurance Cos, are seeking changes m the U S Tax simply in terms of potential revenue lost to the H R 4192 may likely ignite a trade war that would
Code through the enactment of H R 4192 ceding insurer-as H R 4192 proponents do- create not a level playing field, but a minefield

The bill's recent introduction appears to have ignores the spread of risk, solvency and operational threatening the operation of the international
been spurred largely by the acquisitions of a few efficiencies gained by the ceding insurer in the reinsurance marketplace crucial to the industry in
U S insurance companies by Bermuda insurers and reinsurance transaction achieving spread of risk and, ultimately, solvency
by the redomestication of several insurance holding H R 4192 supporters should acknowledge where What ]ustification is there for H R 4192 to ride
companies to Bermuda the parity argument inevitably leads In the case of roughshod over long-established treaty definitions

Essentially, H R 4192 seeks to impute to domestic an XL Capital Ltd or ACE, two prime targets of the assigned to prevent double taxation of income?
U S affiliates the investment income earned by legislation, their supposed unfair advantage stems Chubb Chairman Dean O'Hare, in a letter to
certain foreign insurers on interaffiliate reinsurance not so much from their affiliations with U S Bus;ness Insurance published April 17, contends
cessions and to tax this imputed income at the U S companies, but rather from their utilization of that if the playing field is not level, "U S -owned

1 "safe harbor" rate Industry supporters of H R 4192 reinsurance entities taxed at a lower rate than are insurers are weakened by the unfair disadvantage
contend that this change in the tax code is needed to their U S counterparts An affiliation between

1 and the foreign-owned companies (will) raise rates
close a parity gap between U S insurers and their cedlng insurer and offshore reinsurer may augment in the face of weakened competition "
Bermuda competitors who, they argue, do not incur that advantage, but the real lack of parity Perhaps Chairman O'Hare should note that ACE
the same U S tax burden as do U S insurers complained about by H R 4192 supporters stems and XL were initially formed because it was the

(
Congressional supporters of H R 4192 argue that from variations in domicihary insurance/ same U S domestic insurance industry he now seeks

the so-called "Bermuda tax loophole" results in a reinsurance taxation and regulation between the to protect that turned its back on U S commercial
significant loss of revenue to the Treasury insureds dunng the insurance availability/
Department because U S affiliates reinsure portions affordability crisis of the mid-1980s Without
of their business to their Bermuda parents While H.R. 4192 is a protectionist boon Bermuda, and the self-help alternatives that the
Opponents of this measure-of which this writer is island's regulatory climate and low tax policiesto certain U.S. insurers, its enactment
one-regard H R 4192 as Inherently dangerous, not helped create, U S commercial insurance consumers

may, in the short term, hike premiumsonly to the best interests of insurance consumers but would have been far more pressed to deal with the
also to the very foundations of the insurance and, in the long run, would deny capacity crisis of those years
industry itself consumers needed leverage. Put bluntly, while H R 4192 is a protectionist

Have the Industry proponents of the bill been boon to certain U S Insurers, its enactment may, m
overblowing their supposed lack of parity with the short term, hike premiums and, in the long run,
Bermuda-based insurers? U S companies with United States and Bermuda would deny consumers needed leverage to deal with
Bermuda parents pay sigmficant taxes to the United With little or no internal logic to support the future capacity crises Consumer benefit should not
States, and the related reinsurance business in place distinction, H R 4192 and its supporters would treat be attnbuted to H R 4192, which sacrifices
is already governed by U S Internal Revenue a cession between ACE's U S affiliate and ACE policyholder well-being on the dubious altar of
Service rules Indeed, Industry supporters of H R Bermuda as a "loophole" which must be closed, certain insurers' self-interest

4192 have noted that they have weighed the tax and while a cession between Chubb and a Bermuda non- In the early part of 1999, H R 2749-the
1 , regulatory benefits afforded by redomesticating to affillate would remain unaffected The only Catastrophe Reserve Bill-was Introduced m

Bermuda but found that the U S tax imposed on the difference between the two transactions is that, in Congress on a bipartisan basis with strong insurance 4
redomesticating company eliminated tlie benefits of the former, Chubb complains about a lack of parity, industry support The legislation seeks to protect the
such a move while in the latter, a domestic reinsurer makes the capacity of the U S insurance industry to insure

With respect to cessions between affiliates, federal same complaint potentially catastrophic risks by enabling insurers
transfer pricing rules require that reinsurance Years ago, the Reinsurance Assn of America to establish and build up special tax-deferred loss
transactions must take place at arm's length to sought to increase significantly the federal excise reserves

ensure that a fair ceding commission is paid for the tax on reinsurance ceded abroad, citing almost Thus, on one hand, the Industry is arguing that the
business reinsured That ceding commission is paid identical panty arguments in support of such an present U S tax rate on insurers and reinsurers
to the U S affiliate, which must pay tax on the increase Was it coincidence that the proponents of inhibits the carners from building adequate loss

11 commission to the United States Additionally, a 1% H R 4192 seriously considered proposing an reserves to meet the capacity needs of the Amencan
federal excise tax is paid to the United States on increase in the federal excise tax before opting for public While, on the other hand, the Chubb-
premiums reinsured abroad the imputed income approach of the legislation Hartford coalition contends that we must close a

Moreover, the argument that cessions to offshore instead? Of course not "loophole" creating an unlevel playing field when
affiliates result in a significant revenue loss to If one argues that disparate multinational tax certain insurers have access to reinsurance markets

Treasury assume that the business reinsured is treatment of domiciliary insurers and reinsurers whose governments have concluded, per the logic of
profitable This is a giant leap of faith, considering causes an actionable lack of parity among U S H R 2479, that a lower level of taxation on insurers
the combined ratios of the Industry over the last insurers and reinsurers, ult:imately the only logical is the best means to promote capacity and solvency
decade Given the reahstic scenario that the response would be an increase in the federal excise for the industry One wonders why the industry's
business ceded to an offshore affiliate may be tax Such an increase would levy a sliding federal recurring lament that it is misunderstood rings
unprofitable, Treasury is spared a portion of losses excise tax on all reinsurance transactions so that hollow

which could otherwise be deducted by the U S each cession reflects the tax rate that the United H R 2749 delineates an alternative approach that
b affiliate, while the solvency and capacity of the States would have imposed on the ceding insurer the Chubb-Hartford coalition could take to address

ceding affiliate is strengthened through the had the cession not taken place their parity concerns reduced levels of U S taxation
interaffillate reinsurance cession If one accepts H R 4192's premise that access to on ltS domestic carriers and reinsurers

Particularly in the case of quota-share reinsurance markets with lower taxes than their Switzerland's insurance/reinsurance industry is
reinsurance cessions, which predominate the U S counterparts creates an unlevel playing field taxed at approximately 20%-significantly more

§ marketplace, neither the ceding affiliate nor the for U S insurers and reinsurers, then one can than in Bermuda but significantly less than the U S
parent reinsurer is assured of the profitabillty of the readily expect more-Draconian "leveling" tax rate

business ceded Indeed, A M Best Co estimates that measurers than are contained in the legislation's Under H R 4192, a reinsurance transaction
the combmed ratio for the industry in 2000 will present form between aUS affiliate and its Swiss parent would

, reach 108% To address these parity issues, H R 4192 would not trigger imputed income to the U S affiliate Why
Similarly, to contend that revenue is lost when a impute otherwise non-taxable income of an alien not? Presumably because the disparity between

U S insurer redomesticates or is acquired by an insurer to its domestic U S affiliate, thereby taxing See Loophole on next page
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Loophole
Continued from previous page
US. taxation and Swiss taxation is not great enough to
trigger the parity concerns of HR 4192's supporters.

Why, then, shouldn't the proper solution be to lower the
U.S. tax rate and thus obviate the need to erect the

protectionist barriers of H.R. 4192? Indeed, it would be
most ironic if a Republican-controlled Congress so
committed to the cause of domestic tax reduction passes
zhis legislation, whose intent is to punish Bermuda for the
-'sin" of maintaining a low tax environment for its
domestic insurance industry.

If, as the Chubb-Hartford coalition contends, certain
insurers are abusing the reinsurance mechanism to avoid
U.S. taxation, the IRS has substantial tools at hand to deal
with any abuse. The transfer pricing rules of Internal
Revenue Code Section 482 allow the IRS to "distribute,
apportion, or allocate gross income, deductions, credits or
allowances between or among (related parties) if (the
Commissioner) determines that such distribution,

apportionment, or allocation is necessary in order to
prevent evasion of taxes or clearly to reflect the income" of
the related parties.

Under Section 6038A of the Code, every foreign-
controlled corporation is required to maintain
contemporaneous records of transactions with its foreign
parents, which effectively serve as "road maps" for the
international examiners during an audit.

In addition, there are special rules governing related-
party reinsurance, which function in a manner roughly
similar to the transfer pricing rules. Code Section 845(a)
provides that the commissioner may reallocate "income
(whether investment income, premium, or otherwise)
deductions, assets, reserves, credits or other items" related
to reinsurance agreements between related parties, or
"recharacterize such items, or make any other
adjustment." Taken together, these and other IRS Code
provisions represent substantial and well-developed means

to prevent tax avoidance.
Indeed, as recently noted by Chubb's Mr. O'Hare, "The

Treasury Department could interpret the tax code
addressing intercompany reinsurance in such a way as to
produce the effects of the bill without legislation" (BI Mair
8). Why, then, is the Chubb-Hartford coalition opening the
Pandora's box of H.R. 4192, when abuses could be dealt

with under edsting law and regulations?
Some senior Treasury officials appear to be concerned

about the potential for abuse of treaty exemptions to avoid
payment of both corporate income tax and the federal
excise tax. Is it unreasonable to expect that in enforcing
H.R. 4192, Treasiuy will contend that these treaty
exemptions arebeing abused and that new restricted
exemptions and/or treaty overrides are required to fix the
problem?

In the case of captives, the alternative insurance
market community is equally concerned about the
springboard for anti-captive actions that H.R. 4192
provides.

Although largely rebuffed by the courts, Treasury sull
takes the position that any affiliation between the captive
and its affiliate voids the insurance/reinsurance

transaction, so parental premium deductions are
disallowed and income earned by the captive is imputed to
the parent. In many ways, H.R. 4192 and Treasury's
current position on captives mirror one another. Both
would tax transactions between affiliates by imputing
income to the parent in a manner precluded by current
law.

Over the past decade, Treasury has continually pushed
Congress to pass legislation that would preclude or limit
tax recognition of an insurance transaction between parent
and captive. With Treasury continuing its perpetual
attempts to close the captive "loophole," H.R. 4192 would
make an ideal vehicle either in itself, with minor changes,
or as separate legislation using the H.R. 4192 format to
impose added burdens on parent/captive transactions.

For these reasons, as well as the bill's negative impact on
insurance consumers, the Coalition of Alternative Risk

Funding Mechanisms-CARFM-is opposed to H.R. 4192.
CARFM is a coalition representing the Hawaii Captive
Insurance Assn., the Captive Insurance Company Assn.,
the Illinois Captive & Alternative Risk Funding Insurance
Assn., the Vermont Captive Insurance Assn., the Colorado
Assn. of Captive Entities, and the National Risk Retention
Assn.

The insurance industry's political track record of
bringing its internal squabbles to Congress for resolution
has not been a bright one. In the mid-1980s, a proposal by
one segment of the industry-stock insurers-to modestly
raise taxes on mutual insurers (again, in the name of
leveling the playing field!) resulted in a huge $8 billion tax
hit on both mutual and stock companies.

Some supporters of the bill have said that whjle they
were aware of that exposure, they feel strongly enough
about the measure to pursue it despite concerns about this
problem.

The problem, of course, is that the rest of the industry,
including insurens, reinsurers, captives, risk managers and
consumers, will be suckedinto the H.R. 4192 maelstrom
and pay the consequences of the Chubb-Hartford
initiative.

The captive and risk management communities should
not depend on the targeted parties to defeat H.R. 4192. We
should voice our opposition to H.R. 4192 directly to

Congress and to the Chubb and Hartford insurance
companies that have fathered this legislation so adverse to
commercial insurance consumer interests. [a]

Jon Harkavy is up and gener-
al counsel of Risk Services

L.L.C. in Arlington, Va., and
former president of Coalition of
Alternative Risk Funding
Mechanisms.

Court: Stress wasn't caused by duties
An employee's stress caused by th6 possibility of afuture transfer was not compensable under the

workers' compensation law, according to a
Connecticut appellate court.

Martin Tartagljno started work for the state of
Connecticut in 1982 as a corrections officer. In 1989, the

facility to which he was assigned experienced
overcrowding and, on occasion, guards were placed:in,+:?-r2'.
situations in which they faced potential harm from
inmates. As a result, Mr. Tartaglino began to experience
work-related stress requiring treatment from a
psychotherapist.

In 1982, the facility's security level was decreased when
it became a drug rehabilitation center. The work
environment was virt:ually stress-free and Mr. Tartaglino's
symptoms disappeared. In 1993, it was announced that the
facility would be closed and Mr. Tartaglino was slated for
transfer to another facility with a high level of security.
After this notification, he began to experience stress-
related symptoms. Failing in his effort to rescind the
transfer, 1\dr. Tartaglino resigned. He then filed a claim for
workers compensation. His application was denied.

T'he appellate court agreed with the determination that
Mr. Tartaglino's stress was not the result of his
employment duties or an activity that was incidental to his
employment. "Administrative policy decisions to open or
close a facility or to arrange a transfer of an employee," the
court said, "are not considered to be in the regular course
of an employee's duties or incidental to his employment."

The court emphasized that Mr. Tartaglino's stress was
caused by the possibility of a future transfer and,
therefore, did not fall within the scope of his employment
duties. The court affirmed the decision to deny him
benefits.

Tartaglino us. Department Of Correction, Appellate
Court of Connecticut, October 5, 1999 (BI/01/Ju-$10)

Victim's estate gets half of pension

The Wisconsin Court of Appeals held that the estate of a

wife murdered by her husband was entitled to a
constructive trust on an undivided one-half interest in the

husband's pension.
Bradley and Diane Hackle were married in 1988. In

1996, as the two were divorcing, Mr. Hackle murdered his
wife. Mr. Hackle was convicted of the crime and sentenced

to prison for life. Mr. Hackle had worked as a union mason
for almost 40 years and had contribut:ed to a pension fund
since 1957. From prison, he applied for and began to
receive monthly pension benefits.

In probate proceedings of his late wife's estate, her
personal representative asserted that the pension was
marital property and claimed an undivided one-half
interest in his pension as an estate asset. Mr. Hackle
objected, asserting that his wife's interest in his pension
terrninated upon her death. The trial court ruled against
him and imposed a constructive trust on an undivided
one-half interest in the pension.

On appeal, Mr. Hackle argued that state law terminated
his late wife's interest in a deferred employment benefit
plan when she predeceased him. But the appellate court
said that the common law principle that mui-derers should
not profit from their crimes applied to the facts here.
Finally, the court agreed with the trial court that it was
equitable to impose a constructive trust on Ms. Hackle's
rnarital property interest in Mr. Hackle's pension.

In RE Hackle, Court ofAppeals of Wisconsin, October 7.
1999 (BI/02/Ju.-$10)

Patent infringement not covered

The U.S. Court of Appeals for the Federal Circuit ruled
that a general commercial liability insurer had no duty to
defend its policyholder in a patent infringement suit.

US. Test Inc. manufactures and sells an ultrasonic

device used to detect leaks in underground fuel storage
tanks. U.S. Test solicits sales of its product by advertising
in national trade journals, mailing brochures to potential
customers and presenting the product at national trade
shows.

After NDE Environmental acquired an exclusive license
to two patents directed to the ultrasonic gauging of tanks
NDE sent lettens to several of U.S. Test's customers

charging them with infringement of these patents in their
use of U.S. Test's products. U.S. Test then sued in federal
court seeking a declaration that its actions did not infringe
NDE's patents and that those patents were invalid and
unenforceable. NDE countersued U.S. Test for

infringement: of its patents.
U.S. Test then sought to incorporate its CGL insurer,

United Coastal Insurance Co., as a third party defendant
in the suit. U.S. Test alleged that under the "advertising
injury" provision of its CGL policy, the insurer was
obliged to defend its policyholder in the patient
infringement suit brought by NDE. The trial court ruled
for the insurer.

On appeal, U.S. Test argued that the insurer had a duty
to defend it in NDE's suit under the "infringement of
copyright, title or slogan" portion of the "advertising
injury" provision of the CGL policy. The court reviewed
Louisiana law where the alleged infringement occurred,
and concluded that the plain language of the relevant
provision of the CGL policy unambiguously precluded
coverage for allegations of patent infringement.

The court emphasized that the definition of "advertising
injury" in the policy did not include patent infringement-
only infringement of "copyright, title or slogan."

According to the court, the omission of the offense of
patent infringement reflected the parties' clear intent that
allegations of that offense were not covered by the policy.
The trial court decision was affirmed.

U.S. Test, Inc. vs. NDE Environmental Corp., U.S. Court
of Appealsfor the Federal Circuit, Nov. 11, 1999,
Rehearing Denied Dec. 17, 1999 (BI/03/Ju-$10) [a]

These abstracts were prepared by Mayo H. Stiegler.
Copies Of these decisions are avaiable by sending a $10
check payable to Mayo H. Stiegler, to Business Insurance,
740 N Rush St., Chicago, lit. 60611-2590. Provide the listed
number for each opinion.
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Pahl vIce is to develop a strong technic al Woman of the Year "She's really Stadium And, in response to the authori-

discip.ine-whether underwriting, produced the ventures that she's ty's suggestion that claims pay-
actuarial or technical broke:irg/ undertaken Sometimes you see Continued from page 3 ments have come with "strings at-

Continued from page 2 marketing This is an industry that people who move around and get "With total losses from the acci- tached," Mr Greenberg noted that
especially )oung women in the _n- demands technical excellence Aso promotions but you woncer what dent estimated well over $100 mil- there are more than 100 subcon-
surance industry, she explains that to become extremely conversant in they have actually accomplished lion, many of the claims remain in tractors involved in the project

"there is sacrifice when 3 ou want to the impact of e-commerce m the m- In Terry's case, it's very tangl- a 'pend-ng approval' category, and "We can't iust hand out the

get aheaa " dustry, because that's going b be a ble-she's either increased produc- any checks that are now issued are money without strings," he said
"What I tell young women is big part of our future The :hrrd tion or she's set up a new operation only authorized by Chubb after a "The money has to be earmarked

you're going to have to work very, thing is to constantly broaden on:S or she's developed a new capability lengthy, complicated, drawn-out to pay specific subcontractors
very h.rd Understand that you've scope to world affairs, pcpular for her employer," Ms Lamel said process," the executive director bllls "
got to pace yourself, but also under- trends-it's important to being a Ms Pahl graduated from the Unl- wrote -Chubb is not helping make Mr GI eenberg suggested that, in
stand that there are going to be well-rounded professional and a versity of Iowa with a bachelor of this a cooperative effort, despite fact, the stadium authority has
times when too mai* people are de- well-rounded individual," Ms Pahl science degree in economles and re- 1ts prevlous public statements " been "slow in submitting claims,

per*lirg on you and you re going to said ceived an executive master's degree In the days immediately follow- and said Chubb has maintained a
just harve to do it," she said Ms Thrower noted that Ms P:hl in business administration from ing the accident, Chubb moved presence at the site in an effort to

Ellen Thrower, PA esident of :he fits very well into the senior rarks Northwestern University's Kellogg quickly to assure the authority and speed claims handling
College of Insurance in New York, of what is predominantly a snale- Graduate School of Management taxpayers of the five-county re- We have nine people on the site
said she 13 impressed with Ms oriented industry "I think she t.as Her industry credentials include gion contributing to the stadium's and a trailer on the site to speed
Pahl's devorim to furthering the ca- alreacy made lt easier for more Chartered Property & Casualty Un- constrzction that it would cover the piocessing," he said
reers of women in the insurance in- women to move up into the upper derwriter, Associate w Research losses caused by the accident, Mr
dustry echelon of the industry,' Ms Planning and Associate in Risk Duckett noted

"She works very hard takes time Thrower said Management designations But, he claimed, "as we moved 'We've been paying bills
to intr,duce women m tne business Ms Pahl attributes much )f her Ms Pahl started her career in forward in the following months to
to otter women in the business success to meeting the nght people Chicago, working as a quantitative actually process the claim and just as soon as they make
where she really telieves they'll and networking effectively She economist with the Federal Reserve make payments to our contractors the claim. And 1hafs what
benefi: fron knowing each other said that, even today, she has saver- Board, and then spent three years at and subcontractors, it became in-
and networking She's direct, she's al external mentors from whom she CNA Financial Corp as a division creasingly clear that Chubb had the policy calls for,' says
open, she's a great role model for seeks advice supervisor in its property under- attached significant strings to how Mark Greenberg of Chubb.
young women and also for women "I'm one of those lucky peoole w>nting division the money would be spent and
who are moving uo through the that, every job I've held, I've had a Ms Pahl next moved to Zurich placed cumbersome restrictions
ranks," said Ms Thrower, who lot of fun with, and there probably Fmanciat Services Group Inc, for future payments "
nominated Ms Pahl for the award isn't one Job that I wouldn't go back where she worked m field opera- "Now, m the succeeding months But in his memo, Mr Duckett

Ms Pah. said that mentoring and do," she said "I was Iucky tions, product development, mar- Chubb and its representatives identified the local presence as
young women in the tndustry lS enough to be given the opportimty ketmg and international operations have implemented a strategy that part of the problem
more -han simply giving them the by several good, strong mentors to She was one of the first women to has come close to grin(ling the pro- "Chubb's local representative,

telephone riumber of a contact and do a variety of different positions hold an officer position at Zurich cess to a complete halt," the exec- Mr Steve Mortensen, apparently
pointlng them m the nght direction Each lob put me on a springboard In 1990, Ms Pahl joined the Ad- utive director wrote "By using an has no authority on this matter,"
She said itls imporsant to encour- for the next one " vanced Risk Management Services army of adjusters, so-called 'loss- Mr Duckett wrote "Because this
age young women 10 make insur- "Terry's been successful in:he in- division of Wdlis Corroon Corp as control' consultants and aggres- lS likely the largestproperty claim
ance tneir career and to set aside surance business, and she has sic- senior vp of ltS international divi- sive attorneys, Chubb has succeed- currently being handled by Chubb,
time fir them, either through din- ceeded by taking on challenges and mon ed in making the overall insurance the power and decision-making
ners cr relaxed meetings, "where making them happen," said Lir da Ms Pahl has served as an mstruc- claim process slow and difficult, has moved to the East Coast,
you can trulv give of you,self " H Lamel, an industry constltant tor for the Society of CPCU and and I believe it puts the taxpayers where Chubb's home office is 10-

"I tell them the best piece of ad- who was the 1988 APIW Insrance wrote a monograph pdblished by at risk " cated "

the society about globai brokerage Mark Greenberg, senior vp and The situation makes lt difficult

operations She has been a member chief communications officer at for the authority to determine who
of the National Assn of Insurance Warren, N J -based Chubb Corp , lS adlusting its claim, Mr Duckett

Products & Services Guide Brokers, which has since merged paints a very different picture suggested, adding "Chubb has up
with the Council of Insurance "That's not the case Theb pus to one dozen people on site, and
Agents & Brokers, servmg as chair- out the word that we owe $100 countless more behind the scenes
woman of its international commit- million and have only paid $20 working on this effort While they

To place yout Fd, centact hats Amleshi tee from 1995 to 1997, and she has million," Mr Greenberg said pretend to engage us in dialogue,

Phone: (312) 649-5340 Fax: (312) 649-7937
been a member of the APIW since In fact, he noted, the $100 mil- what we get are mixed signals,
1993 lion is the stadium authority'S es- confusing messages and a lot of

E-Mail: iamleshi@crain.com Ms Lamel, a memoer of the timate of the ultimate cost of the buck-passing "
APIW nominating committee, said loss Mr Duckett also called the in-

that although there were several "We ve been paying bills just as surer's retention of the Minneapo-

CPCU® lIA and CIC
nominees for this year's award, Ms soon as they make the claim And lis law firm of Robins, Kaplan,

Your Target Pahl stood out as "a knockout " that's what the policy calls for," Miller & Ciresi LLP "one of the
candidates Audience Ms Lamel emphasized the strong Mr Greenberg said "We did not more ominous signals Chubb has

You iLIR88 mjrejaster v ulme Burnham degree to which Ms Pahl con- guarantee the construction of the sent "
System for CRO* 11'157AIS,'API,AIC AIM, ARM is Here Now.
AU, AL,IM• A.,a•,'UP,'AP,A©AlAMIM; 6.IT, tributes to the insurance Industry park We underwrote the accident "In doing so, Chubb retained a

ARe' AFSB4*5*11"2,#1MS*Yrnteed' WHERE IS YOUR AD?
through ner participation in profes- insurance and liability Insurance " highly specialized insurance coun-

Call 1-888-BURM*AM Now! sional programs "They have not submitted claims sel, Mr David Bland, who has cre-
9 'You've got a job, you've got kids, for $100 million, so we cannot pos- ated increasingly bad will and has

you've got your own education to sibly owe them $80 million," he led Chubb's efforts to delay mak-
keep up vnth and Terry is also able said "It s entirely possible that it ing necessary payments," he

Business to do the outreach She does things might end up costing that much, wrote
Insurance's in the community as well as in the but we can't possibly know until Members of the stadium author-

RIMS. V
business community, which is quite all the claims are filed " ity's board did not respond to re-
commendable, because that's time In fact, Mr Greenberg said, m- guests for comment on the dispute
she's taking away from herself," Ms cluding the additional $10 million Top officials of the district have
Lamel said the insurer recently advanced the met with Chubb executives in re-

Ms Pahl lives in Glen Ellyn, Ill, authority, the $30 million the in- cent weeks to discuss their con-

2 0 0 0
with her two children, Steven, 17, surer has now paid the authority cerns, however
and Jessica, 13 ll goes well beyond the $20 million in Chubb's Mr Greenberg noted

claims actually approved thus far that there have been various dis-
"They have received payments in agreements that are being worked
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excess of the claims that have been out through the discussions
approved," he said "We were "Those are normal things that
shocked by the criticism and don t happen m the course of adjusting a
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Global Briefs

Rating agency Standard & Poor's Corp.
issued a negative outlook for the German
property/casualty insurance market. S&P
said the outlook reflects a significant de-
terioration in underlying operating per-
formance, sluggish premium growth and
continued pricing pressures exacerbated
by the industry's overcapitalization....
South Africa-based insurance brokerage
Alexander Forbes Ltd. has reported a
33% increase in revenue for 1999. More

than 43% of the group's £228 million
($335 million) in revenues for the fiscal
year ending March 31 was derived from
international operations, the company re-
ported. . . .SINSER Holding A.B., the in-
surance management arm of Swedish-
based Skandia Insurance Co. Ltd., has

acquired the London consulting firm of
Risk & Insurance Research Group Ltd.
Under terms of the acquisition, RIRG will
continue to function as an independent
consulting firm and extend its activities
to provide business strategy support for
SINSER operations. . . .London-based
broker Willis Group Ltd. plans to acquire
a majority holding m South African in-
surance broker Floyd & Associates Ltd.
After the acquisition, Johannesburg-
based Floyd & Associates will operate
under the Willis name. . . .Moody's In-
vestors Services Ltd. has announced it

will become the first rating agency to of-
fer credit ratings of all Lloyd's of London

syndicates. Moody's currently gives per-
formance and volatility ratings to syndi-
cates but said it would now issue credit

ratings for all 123 Lloyd's syndicates....
Zurich Financial Services Group Inc. has
launched a new unit, Zurich Profession-

al, dedicated to the professional indemni-
ty market for solicitors in England and
Wales. The launch of the new unit coin-

cides with the scheduled expiration of a
requirement that solicitors in England
and Wales purchase compulsory coverage
from the Solicitors Indemnity Fund. The
requirement expires on Aug. 31, 2000. ...
London-based SVB Holdings P.L.C. has
announced the creation of its second in-

surance unit. SVB Underwriting Services
Ltd. will sell commercial insurance poli-
cies via retail brokers in the United King-
dom. In July 1999, SVB launched FU-
SION, an Internet-based underwriting
service... .Shareholders in the Paris-

based management consulting firm of
Cap Gemini have approved the acquisi-
tion of the consulting arm of New York-
based Ernst & Young. At a shareholders
meeting, Cap Gemini investors approved
the issue of 42.7 million shares of Cap
Gemini stock to Ernst & Young and pay-
ment of 375 million euros ($339 million).
. . .Lloyd's of London, the International
Underwriting Assn. and the Lloyd's In-
surance Brokers' Committee have pub-
lished recommendations for reform of the

London insurance market transactions.

The key recommendations of the consul-
tation document are the designation of a
single lead underwriter for each transac-
tion to manage the underwriting and ad-
ministration process, as well as the desig-
nation of a single claims lead. Other rec-
ommendations include a restructuring of
the market slip to clarify responsibilities
when a contract is written; and the cre-

ation of a market standards agency to
collate, verify and publish statistics....
Regulators are seeking comment on pro-
posals to increase oversight of Australian
insurers' reinsurance arrangements in
the wake of heavy losses and insolvencies
in 1999 by some Australian reinsurers.
Under draft standards issued by Aus-
tralia's financial services regulatory
body, regulators would review the rein-
surance arrangements of Australian in-
surers as well as the Australian affiliates

of foreign insurers. The central proposal
of the Australian Prudential Regulation
Authority is a requirement for all insur-
ers to implement a reinsurance manage-
ment strategy.
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Internet brings global liabilities
Web site leads to exposure in hundreds of jurisdictions

By CAROLYN ALDRED

Most companies, big and small, face new, and
probably uninsured, liabilities due to the Inter-
net, lawyers, insurers and risk managers agree.

And the risks from the headline-grabbing
hackers and viruses are just a tiny fraction of
the new liabilities risk managers must face.

Millions of companies that have set up Web
sites have become international companies
overnight, as details of their products and ser-
vices now can be accessed across the globe. This

potentially exposes the companies to hundreds
of different jurisdictions and new liabilities.

The risks of "going global" via a Web site
must be carefully managed and plans must be
developed to minimize those risks, according to
the London-based law firm of D.J. Freeman.

"The ease with which a Web site can be set up
encourages many businesses to do so without
adequately planning for the risks involved, and
the global reach of the Internet exposes Web site
operators to criminal and civil liability in other
countries," according to the guide "Web Sites:
Managing the Risks of Content Liability. ..Web

Sites" is one of a series of booklets on Internet

liability prepared by the D.J. Flreeman law firm.
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Corporate killing
offense proposed
LONDON-The British government outlined

proposals last week that will make it tougher for
U.K. corporations and their directors to escape
criminal charges for deaths caused by their busi-
nesses.

The Home Office proposed a new criminal of-
fense, corporate killing, which would make a com-
pany accountable under criminal law in cases
where its conduct falls "far below what can be ex-

pected in the circumstances." Corporate killing
would carry maximum penalties of an unlimited
fine and a remedial order to correct the cause of

the accident.

A consultation paper published on May 23 pro-
posed the new offense, as well as three others, to
replace current British law on involuntary
manslaughter. In announcing the proposal, Home
Secretary Jack Straw acknowledged that the pre-
sent law on involuntary manslaughter is"undeni-

ably ineffective."
"It is too wide in its scope. and this has often led

to problems for judges in sentencmg," Mr. Straw
said.

The proposals are seen as a direct response to
prosecutors' inability to bring corporate
manslaughter charges against rail officials over
the Paddington rail crash of Oct. 5, 1999, in which
31 people died. The Law Commission, a govern-
ment-funded body that examines possible
changes in U.K. law, first advocated the creation
of a corporate killing offense four years ago.

The proposals were welcomed by representa-
tives of both employers and workers.

Ruth Lea, head of policy at the Institute of Di-
rectors in London, said the organization support-
ed the proposals as "a step in the right direction."
She added that it is not in the interests of business

to be perceived as getting away with reckless con-
duet.

John Monks, general secretary of the Trades
Union Congress in London, also welcomed the
proposals. "It is right that those at the top of com-
panies should take their share of the responsibili-
ty when things go wrong," he said.

-By Edwin Unsworth

Even companies that have not yet developed
their own Web sites are not immune to the lia-

bilities associated with Internet technology.
E-mail, both internal and external, and e-

commerce already have prompted litigation in
Europe, Australia and the United States. And
while different courts grapple with applying ex-
isting law to the new technology, a raft of new
European legislation is being launched to deal
specifically with the Internet and e-commerce.

In recognition of the new liabilities, the Unit-
ed Kingdom-based Assn. of Insurance and Risk
Managers, or AIRMIC, has set up a special-in-
terest group to focus on Internet and e-com-
meree liabilities, said a spokesman.

A workshop on tackling risks on the Internet
also is planned for AIRMIC's annual conference,
to be held in Birmingham on June 5 through 7.

"Although most people are aware that there
are risks associated with e-communication, e-

commerce and having a Web site, they are not
sure how to fully identify and evaluate them.
This situation highlights the need for risk man-
agement strategies and control systems to be
implemented as soon as possible and updated
on an ongoing basis," said Robin Wilkinson,
product development director of the London-

based risk modeling company Arium Ltd. Ms.
Wilkinson will speak at the AIRMIC conference.

More companies are seeing the need for a code
of practice to deal with potential Internet liabil-
ities, said David Engel, an associate partner at
the London law firm of Theodore Goddard.

But the policies "are not being drafted by the
right people. They are often being drafted by
(information technology) people, whereas they
need input from management, human resources
and legal departments and, of course, risk man-
agers," Mr. Engel said.

The policies also need to be enforced and em-
ployees need training, he said.

Furthermore, risk managers should be look-
ing at getting insurance to cover the liabilities

See Internet on nert page

E.U. gains more insurer access

China accord struck
By EDWIN UNSWORTH

BRUSSELS-European insurers have
welcomed an accord between China and the

European Union that paves the way for them

to operate more freely behind the Great Wall
and offers the prospect of further liberaliza-
tion to come.

The deal, reached May 19,
opens wider China's doors to ***
E.U. trade in a number of ar- *

eas, including insurance, and *
cleared the last obstacle in

*
China's 14-year effort to join
the World Trade Organiza- ***
tion.

In particular, China will of-
fer additional licenses to seven as-yet-un-
named European insurers and will bring for-
ward by two years measures to liberalize
trade. China will now liberalize its trading
policy within three years of joining the WTO,
rather than the five years previously agreed
upon.

Les Howell, secretary general of the Paris-
and Brussels-based Comite Europeen des As-
surances, which represents European insur-
ers, said that E.U. insurers are pleased with
the"highly satisfactory outcome" of the talks
between E.U. and Chinese officials,

Mr. Howell said the CEA is "especially
pleased" with China's conces-
sion to grant seven additional
licenses to European insurers.

* He said the choice of insurers

* would be up to the Chinese
authorities, based "on the re-

spective merits of those Euro-
pean insurance groups which
have already tabled an appli-
cation for a license."

He said he also wanted to underline "the

very real success" of bringing forward the
timetable both for foreign insurance activity
in China and for the opening up of Chinese
regions to insurance business.

The newly formed World Federation of
See China on page 19

It's a family (leave) feud
RM.'s wife fights parental leave cutoff date

By SARAH VEYSEY

LONDON-Just four days before giving
birth to her fourth child, Cherie Booth, the
wife of U.K. Prime Minister Tony Blair, was
in the High Court, challenging U.K. parental
leave rules that came into force at the end of

last year.
Ms. Booth, one of the United Kingdom's

leading employment rights lawyers, was rep-
resenting the Trades Union Congress in its le-
gal action challenging the Department of
Trade and Industry of her husband's govern-
ment

The Parental Leave Regulations ineorpo-
rated the European Union's Parental Leave
Directive of 1996 into U.K. law. The E.U. di-

rective gives both the mother and father of a
child the right to take 13 weeks unpaid leave
from work to care for the child. This leave

can be taken at any time before the child's
fifth birthday.

Under the U.K. government's regulations,
though, parental leave can be taken only by
the parents of children born or adopted on or
after Dec. 15, 1999. The TUC estimates that

this restriction excludes up to 2.7 million
wc,rking parents from claiming their right to

parental leave.
In January, Ms. Booth provided a legal

opinion to the TUC, saying that the Dec. 15
cutoff date was a breach of E.U. law.

The TUC contends that the UK govern-
ment's Parental Leave Regulations are un-
lawful for two reasons. First, the TUC a»les,
the underpinning Parental Leave Directive,

which the regulations are meant to imple-
ment, does not allow European Union mem-
ber states to include such a cutoff date. Sec-

ond, the TUC contends, the regulations were
issued under the UK Employment Relations

Act of 1999, which also does not permit reg-
ulations to carry cutoff dates.

In a report to the TUC, Ms. Booth wrote:
"The directive lays down minimum require-
ments to be implemented in each of the mem-
ber states in question. The member state is, of
course, free to increase the protection afford-
ed. However, the minimum requirement
must be respected."

In April, the European Commission issued
an official opinion against Ireland, which had
also introduced a cutoff date into its parental
leave regulations. The Irish government has

said it is now taking steps to put the com-
See Leave on page 19
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Internet • Employee cnme what law governs the contract and erators ale senous, they need to con- framework for the use of e-signatures
• Human error, such as defamato- where dlsputes w111 be held You may sider the effects of being sued m any throughout the European Union

ry e-mail want to specify that the goods or ser- country of the world," the law firni • A directive on certam legal as-

Continued from previous page Intemst in Internet insurance cover- vice are only available in certain writes m the booklet "Practically pects of electronic commerce in the
either through stand-alone policies or age has is soanng, Mr Goldhawk countries where consumer protection speakmg, an e-commerce business internal E U market This was adopt-
through additions to current cover- said and intelectual property laws are ap- should look to Include clauses in its ed by the European Connell in early
age, he said, pointing out that the in- Companies now face a host of ha- propnaze to your product," the book- terms and conditions governing Juris- May and will go into effect as soon as
surance market for Internet habilities bilities from the Internet, Mr Engel let says diction and cnoice of law m order to the directive is pubhshed in the offi-

is IncreasIng said By creatmg a Web site, a compa- "Particularly with services such as retam control to the extent that this is cialjournal of the European Council
Lloyd's of London syndicate 33, ny becomes a publlsher, and so auto- online insurance and travel services, possible, of disputes arising out of its The aim of the directive is to "stimu-

managed by Hiscox PLC, is one of matically faces content habilitles, there may be local regulatory require- Web site," the booklet adds late economic growth, competitive-

the market leaders m London m In- such as defamation, neghgent mis- ments that must be compiled with It "Web site opel ators should careful- ness and mvestment by removing the
ternet coverage statement and breach of conhdence would be advisable to review any pro- ly consider the threat as well as the many legal obstacles to the internal

The syndicate started looking at Meanwhile, trading online brings posed e-trading operation with your opportunity afforded by trading and market in onhne provision of elec-
providing stand-alone coverage for with it another set of legal concerns, insurers, who w111 be able to advise make sure that they understana all of tronic commerce services," said an
Internet habihties two years ago, in such as contractual andiurisdictional whether there is any need to extend thepotenttallegaland business nsks" European Council spokesman
June, 12 15 launehlng a pohcy with new issues, Mr Engel pomted out product hability or other cover," ac- the booklet states • A proposal for a directive on the

wording aimed at both bnck-and- Many of these concerns can be ad- cording to the D J Freeman booklet Meanwhile, the law relating to the harmonization of certam aspects of
mortar and dot com companies said dressed through the use of appropn- "Legal Issues Concerning E-Con- Internet is changing almost as fast as copyright and related nghts in the in-
senior underwnter Robert Goldhawk ate warmngs to visitors to a Web site, tracts " the technology itself, lawyers note formation society This directive is

The new Hiscox pohcy w111 cover by stating terms and conditions and "Because of the worldwide reach of In addition to recent case law in now before the European Councll, ac-

• Third-party habilities, meluding the fact that trading may be restricted the Internet, material contained in a courts across the world, national gov- cordmg to the E C spokesman It aims
infringement of copynght, defama- to certain countnes, he explained Web site in any country may fall foul ernments also are grappling with new to adapt legislation on copyright to re-
tion, breach of privacy, misuse of in- A prudent business needs to be of the laws of any other country If legislation covenng e-commerce fleet technological developments

formation and unintentional trans- aware of the legal Issues m order to this occurs, the offended party may Among the current European • A drrective on the protection of
mission of a virus protect itself from unknown Itsks and try bring:ng an action in its country Union directives that will affect e- consumers in respect to distance con-

• First-party losses, meludmg habihties and to exploit safely the op- Foreign courts-particularly the commerce are tracts This directive was passed in

damage caused by hackers and busi- portumties which the Internet pre- U S -have mcreaslngly shown them- • A directve to provide a common 1997 and is due to be implemented by
ness mterruptlons caused by viruses sents," according to the D J Freeman selves willing to exercise Jurisdiction framework for electronic signatures all member states m June It aims to

• Denial-of-service attacks, when "Web Sites" booklet over such actions even w hen (the Web This directive was adopted by the Eu- harmonize legislation m all E U
potential clients are unable to get "A Web site exposes a business to site operator) and the server onto ropean Council on Dec 13,1999, and countnes concerning distance con-
through to a particular site or Internet the potential nsk of being sued in any which the Website is loaded are based went Into effect on Jan 19 The dead- tracts between consumers and suppll-
service provider country where its products are sold outside that country," according to line for implementation in member ers, protectmg consumers who make

• Web site or network damage Your onlme tradmg conditions should the "Web Sites" booklet states is July 19, 2001 The directive purchases by mall, telephone or fax or
• Fraud from external services attempt to manage this by specifying "The imphcations for Web site op- aims to create a harmonlzed legal through electromc means Eli
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Notice of increase in payment percentages Notice of Meeing Risk Management/Insurance Analyst
KINGSCROFT INSURANCE COMPANY LIMITED KINGSCROFT INSURANCE COMPANY LIMITED

(formerly Knit Insurance Company Limited, (formerly Kraft Insurance Company Limited, California Teachers Association has an immediate opening for an individual who will
Dart and Kraft Insurance Company Limited, Dart and Kraft Insurance Company Limited, and conduct research on v.nous Risk Management programs, assit with insurance workshops,

and Datt Insurance Company limited) Dart Insurance Company Limited) and develop commu ilcation matertals Suilessful candidate will have outstanding
and and

WALBROOK INSURANCE COMPANY UMITED WALBROOK INSURANCE COMPANY UMITED
organizational and research skill pertaining to a broad spectrum of insurance programs, a

and and
BS or BA degree in related di.cipline or 6 plus years iomparable work expenence (the ARM

EL PASO INSURANCE COMPANY LIMITED EL PASO INSURANCE COMPANY LIMITED certification will be given high conxideration) Must be able to travel, have good

and and iommunication skills, and profictent m the use of word processing software CTA's

LIME STREET INSURANCE COMPANY LIMITED LIME STREET INSURANCE COMPANY LIMITED excellent compensation package includes Salary 46K, employer paid FICA, 401(k) plan,

(formerly Louisville Insurance Company Limited) (formerly Louisville Insumnce Company Limited) paid retirement plan, generous vacation & paid holid* 100% employer paid benefits
and and package includet mecical, dental, vision, EAP, life & salary protection insurances indicate

MUTUAL REINSURANCE COMPANY LIMITED MUTUAL REINSURANCE COMPANY LIMITED ad #C 456 on resume CTA HR Manager, PO 80921, Burlingame, CA 94011-0921 FAX
("the KWELM companies") ("the KWELM companies") (650) 552 5006 ore trail to Parreola@cta org

With effect from 24 May 2000, the payment percentages have been revised as follows Notice 1$ hereby given that the sixth ANNUAL MEETING of the Scheme Creditors 01 the <WELM www.cta.org AA/EOE

Existing percentage Increase Revised percentage canpailes convened pursuant b clause 81 of the Scheme of Arrangement (1118 arrangement") will

Kingscroft 24% 6% 30%
be held at 2 00 pm on Wednesday 28 June 2000 at Le Mendien Boston, 250 Franklin Sheet, Boston,
MA 02110, United States ol Amenca The Scheme Administrators' report on the conduct of the

Walbrook 16% 4% 20% affairs 31 the KWELM comparies for the year to 31 December 1999 shall be latd before the meeting -mi
El Paso 26% 7% 33%

Lime Street 26% 7% 33% Schetre Creditors may attend m person (Of, It a Corpoldlion, by a duly authorised representative) of
Mutual 16% 4% 20% they may appoint another person, whether a Scheme Cleditor or not, as their represeniative to Medical Claims Supervisor Analyze. FOR SALE

allend m thmr place Forms of representation for use at the said meeting, copies of the Scheme eval, audit & review med & pharm ins
Payment at the increased levels will commence m May 2000 Ajministrators' report and the Arrangement document incorporating the terms of the Arrangement claims & related med recorcs pursuant to

Grandfathered Texas MGA License Clean

24 May 2000 Address for correspondence are available on request tothe Scheme Adminiskators al the address set out below contracts w/urology practice & Canadian history, no business written under license
C J Hughes and IDB Bond KWELM Management Semices Limited

ins companies covenng Canadian vlsi- in last eight years No hability tails Call
24 May 2000 Address kr correspondence tors, consid appropnateness of medical Jim Golden (915)335-3410

Scheme Administrators John Slow House service, cost, usual & customary charges,

of the KWELM Comantes 18 Bevis Marks CJ Hughes aid IDB Bond, PricewatemouseCoopers

London EQA ?JB Scheme Administrators
avail alt proced & med & eligibility cntena,MUIntree Court, London legal guidelines & ins limits re Canadian Lilmmb)%-m]!Imil®

United Kingdom olthe KWELM companies EGIA 4HT, United Kiftgdom provincial, pnvate & travel ins cov, using
Telehone +44 (O) 20 7645 4700 Telephone +44 (O) 20 7583 5000 COL Healthcare S,stems Sftwr M-F

Fax +44 (O) 20 76454777 Fax +44 (0) 20 7212 6708 9AM-5PM, $1850 hr B S. healthcare Do you want to be an MGU ?

Email kmsl@kmsl co uk Email kwelm@uk pwcolobal com filed & 2 yrs expln job or health care md One of the fastest growing MGU's In
where intpartofjobinvolved similarmed Amenca ts expanding through an
claims duties Resume to Bureau of Equity Access program which allows
Workforce Program Support, PO Box co ownership with production sources
10869, Tallahassee, L 32302-0869 RE such as TPA's, Large Brokers and Job Order #FL2075787 Distribution Systems This program allows

I www.businessinsurance.com for greater control over the underwriting
and claims process while building

f Next Issue: June 5 significant stock ownership value
Inquines to J. Matt Lile Ill, RHU

Closing: May 30 imB@equityreinsurance comBusiness 888-9884565

Insurance. Look'ing lor a candilate to fill tile job?
For all the latest in Corporate Risk, Employee Benefit and Managed Health Care News When the mcst talented men and women in the

Visit Bionline for a host of in-depth news and services that include Updates, Datebook, Classifieds, Article Archive and more. insurance industry want to make their move, they turn to
.

New York: Tel. 212-210-0134 • Fax 212-210-0704 • Chicago: Tel. 312-649-5276 • Fax 312-649-7937 Insurance
oujiness

Los Angeles: Tel: 323-370-2456 • Fax: 323-655-8157 Cal Irals Amleshi at 312-649-5340
for advertising details
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INTERNATIONAL

China ZfeardbIrosker' aon,wi=lea Leave on parents whilst avoiding unneces- years, we would be very concerned
sary and unexpected costs. about any proposals which would

Davenport, called it a "very posi- A proposal has been drawn up by increase the red-tape burden," said a
Continued from page 17 tive outcome for our sector Continued from page 17 Ruth Kelly, a Labour member of spokesman for the Confederation of
Insurance Intermediaries, also E U Trade Commissioner Pascal mlssion's opinion mto effect Bntish Industry
Brussels-based, welcomed the Lamay, who led negotiations with Ireland and the United Kingdom Ms Booth gave birth to her fourth
deal, because "it opens up the Chi- the Chinese, said he thought the are the only members of the Euro- child, Leo, in London on May 20
nese market for the bulk of ser- seven licenses to insurers would be pean Umon to have Introduced cut- 'The rights of several Followmg raging debates m the U K
vices offered by brokers" granted within three months off dates into their parental leave million workers are at media, Mr Blair decided to take two

Chris Collins, WFII chairman, The European Union's break- rules Sweden and Italy have grant- weeks parental leave, temporarily
said, "As insurance brokers offer through with China is credited ed leave for the parents of children state-they are handing over As duties to Deputy
services that facilitate not only with having helped President as old as eight years of age depending on us,' says Prime Minister John Prescott
economic growth but trade in all Clinton get the votes he needed in The High Court has not yet made a Ms Booth had expressed admira-
sectors, this deal is also very posi- the House of Representatives last judgment on the U K case John Monks.

tion for Finnish Prime Minister Paa-
tive for both Chinese and foreign Wednesday for passage of the deal John Monks, general secretary of vo Lipponen, who recently took
commercial and financial enter- his administration struck with the TUC, said "It was with great re- parental leave when his wife gave
prises in the development of their China last November granting luctance that the TUC agreed to go Parliament, to grant the parents of birth to a baby daughter "I, for one,
business in China " China permanent normal trade re- to court over the issue of parental children under the age of five up to am promoting the widespread adop-

The Bureau International des lations status The Senate is leave We take no pleasure from see- £150 ($222) per week m paid paren- tion of this fine example," Ms Booth
Producteurs d'Assurances et de expected to vote on the issue in ing the government m court, but the talleave for a maxlmum of 13 weeks, said
Reassurances, which represents June Ell rights of several million working the proposal is being considered by In Finland, optional paid parental

parents are at stake-they are de- Trade and Industry Secretary Ste- leave is available, for a minimum of
pendng on us " phen Byers But employer's groups mx days to a maximum of 12 days, to

Five OK'd to bid Before the court heanng, a spokes- criticized the proposal, claimmg it be taken wifhin 105 days of the birth
man for the prime minister said, "We would add undue administrative re- of a child During Mr Lipponen's
are implementing this directive with sponsibillties "Having Just been six-day parental leave, his govern-

on Brazil reinsurer a balanced approach which ac- through the most radical overhaul of ment position was filled by Finance
knowledges the particular demands the labor market regulation in 20 Minister Saull Nlinistoe 111

RIO DE JANEIRO, Brazil- desco Seguros, a Brazilian in- Lloyd's broker rules changeThe Brazilian privatization au- surer, and an investment group
thority, the Conselho Nacional led by Banco Opportunity, a
Desestatizacao, will meet June Brazilian bank LONDON-Lloyd's of London regulation of Lloyd's brokers to
6 to determine a new date and The winning bidder will own will allow foreign brokers and the new body
price for the sale of a 45% 45% of the IRB and 5% will be other non-Lloyd's brokers m the LLOYD'S

Brokers In other countries will
stake in reinsurer IRB Brasil owned by IRB's management United Kingdom direct access to -   be able to access Lloyd's iff their
Resseguros S A The remaining 50% will be the Lloyd's market beginning Jan- home country regulations are ap-

The original April 25 date for owned by Brazil-based insur- uary 2001 to place business in Lloyd's The proved by Lloyd's
bids was postponed when au- ers The action will end the cen- Lloyd's accreditation standards The move to open Lloyd's to
ditors questioned the adequacy IRB has long held a mon- turies-old practice of allowing will cover such issues as 1nforma- other brokers has been planned
of a minimum asking price of opoly of reinsurance in Brazil only London-based brokers regu- tion technology, to ensure that for several years, but it was not
502 million reals ($270 6 mil- The deregulation of the rein- lated by Lloyd's access to under- brokers have compatible systems, implemented due to an agreement
lion) surance industry in Brazil has writers in the market and claims, to ensure that bro- with Lloyd's brokers in 1996 that

Five companies have been long been anticipated by many Under the new rules, all U K kers' claims processing systems allowed them continued exclusive
pre-approved as bidders for foreign reinsurers, which are brokers regulated by the industry- meet Lloyd's requirements access to the market for five years
IRB· Munich Reinsurance Co , anxious to tap the potentially backed regulator, the General In- And, as of July 3, all current in return for their financial con-
Swiss Reinsurance Co ; Trans- huge market surance Standards Council, who Lloyd's brokers will have to be- tributions to the Lloyd's recon-
atlantic Reinsurance Co, Bra- -By Gavin Souter also meet a set of Lloyd's accredi- come members of the GISC, effec- struction and renewal proiect

tation standards, will be allowed tively transfernng most of the -By Gamn Sourer

Hines es, but they're not holistic responses," Mr edge that somebody is reading your e-mail
Reed said In particular, he said, they fall to People need to realize that they may be say-
address the value of data that is lost or dam- ing things in e-mail that they don't want to

Continued from page 3 aged Such exposures must be dealt with, Mr share with other people "
specialist at Aon Corp 's Aon Net Informa- Reed said, though he acknowledged the diffi- Overall, Mr Hams suggested that the com-
tion Secunty group in Owings MiH, Md, eau- culty of valumg that asset panies need to view e-business security as a
tioned that tne Internet brings some signifi- Mr Reed also noted that Chubb has looked process, rather than a one-time fix "Security
cant new twists at including in its e-business policies some is a process It's dynamic It's ongoing," he

"There are some very big differences," he form of extra expense coverage, which iS said
said "On the Internet, it is very easy for one aimed at getting customers back in business In terms of the Internet's benefits for risk
person to make an attack and show it to quickly after an e-busmess loss managers, Ms Rogers suggested there are
the entire world " "An extra expense component of a proper- some "great research tools out there "

And, so-called Trojan horse data attacks ty policy is entical," he said But, she added, "as far as communicating
also pose a significant new threat, the SeCUI'l- John A Childers, a vp with Johnson & Bell with our brokers, some do a great Job, some
ty expert said Ltd in Chicago who practices defense law, don't do quite as well"

"The fact that there are databases online, noted that business has only begun to figure She noted that all Sears insurance pro-
this presents a real risk because the data lS out what the losses and litigation are gong to grams are multiyear programs that last re-
the crown Jewel of the organization," Mr be from e-business As a result, he said, its newed in 1998, so she hasn't yet used the In-
Harris said And although data theft is a sig- difficult to determine the form that the new ternet to renew coverage But, she suggested,
nificant problem, alteration of that data may insurance policies should take she doesn't see the Internet replacing bro-
be even worse, because "how do you know You're trying to look at traditional legal kers
which data has been altered and how much," principles, and you don't know if they ap- "I think we can do a lot of the deal on the
he said ply," he said Internet," Ms Rogers said But complex cov-

And, Mr Harns noted, although most at- lMr Childers cited e-mail as a source of ers wlll still require sitting down and work-
tention is given to Internet threats onginat- particular concern ing out the details face to face, she said
ing outside the company, "the biggest risk "The problem with e-mail is that most Mr Reed offered a similar view

that we face is our employees, the insiders, companies, I think, are deficient in training "One of the greatest thmgs the Internet has
the trusted people " people in the use of e-mall," he said brought is timely information that really fa-

Discussing insurance coverage for e-busi- "To the extent that your intranet is being cllitates the whole underwriting process," he
ness losses, Richard P Reed, a vp at Chubb & used by external personnel-contractors-in- said, adding that he believes online commu-
Son Inc m Warren, NJ, noted that, general- formation they consider proprietary can be nication has liberated people's time and
ly, existing policies would respond to some misappropriated, creating potential liability made them more efficient
extent for you," Mr Childers said "The final thing is the actual transactions,"

In the liability area, most exposures could And, he noted, "people are getting into the he said "And I think there are a number of
be covered through endorsements graf.ed to financial databases and reproducing that in- areas where 11 has actually started to take
the general hability pohcy, Mr Reed said On formation," creating potential habilities off " But, Mr Reed said, coverages with more
the property side, however, some major prob- "From a security perspective, my biggest "subtlety," such as directors and officers or
lems exist, he said concern and my biggest nightmare is e-mall," product liability, will be less likely to be

"A traditional crime pollcy is really intend- agreed Mr Hams He said the impact of the placed onhne Hines Symposium panelists included,
ed to cover employee theft, but it is very lim- recent Love Bug vlrus would have been even The Hines Symposium honors the late from top: John A. Childers, vp of
ited in what it addresses," he said In addi- greater had it been distributed around Valen- Harold H Hines Jr, former president and Johnson & Bell Ltd.; Daniel M. Harris,
tion, a significant portion of the loss may be tine's Day, predicting that "if the bad guys chief executive officer of Rollins Burdick information security specialist at Aonfrom damage done by the employee hacker are smart," there wlll be even more damaging Hunter Co, now Aon Group Inc

Corp.'s Aon Net Information Security;"And as long as the standard in the property attacks around Christmas or New Year's, The event was presented by the Chicago
and Pamela Rogers, director of riskpolicy iS damage to tangible property, there when e-mail users are expecting to receive chapter of the Risk & Insurance Management
management for Sears, Roebuck &is some coverage," Mr Reed said numerous greetings Society Inc , the Insurance School of Chicago

But, he noted, while existing policies pro- The biggest solution to the e-mail problem and Bustness Insurance The discussion was Co. The discussion's moderator was

vide some coerage, there are also significant is education, Mr Hams suggested moderated by Kathryn J Mcintyre, publish- Kathryn J. Mcintyre, publisher and ed-
gaps, some of which have not been addressed And, Mr Childers said, "Part of the educa- er and editorial director of Business Insur- itorial director of Business insurance

"The Industry has developed some respons- tion process is dnving mto people the knowl- ance ial
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  under increasing pressures to improve the bottom line. That's why we
, like to partner with customers to develop one customized package of

insurance products and services that lowers claim fquency and severity,
, reducing your overall insurance costs.

No matter what your needs, the companies of PHICO Group have the
resources to address the risk management demands of customers ranging from

single physicians to the most complex integrated delivery networks.We back up
our products with financial security and industry expertise that's the result of more
than 23 years serving healthcare providers.

Competitive mtes. Flexible coverages. Innovarive programs. Outstanding service.
It all adds up to a commitment to reduce your insurance costs.

You do the math. One call. One choice. PHICO Group.
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Commentary
Court contracts reach of federal authority-would

Circuit City appealed to the have been a curious choice in-

Loosening the Supreme Court In its brief seek- deed," the brief notes
Cont:nued from page 2 ing review, the employer noted Outside observers say much iS
decided to resolve the conflict" that the 9th Circuit's Craft deci- riding on the high court's decision
over whether the Federal Arbitra- mon was "contrary to every other to accept the Circuit City case

ties that bind tion Act applies to employment federal appellate court" by hold- The Supreme Court last looked at
contracts, said Sussan Mahallati ing that the act's exemption the Federal Arbitration Act in
Kysela, labor and employment "must be read broadly to exclude 1991 in Gilmer vs Interstate/
counsel for the National Chamber Johnson, but lt did not elaborateLkemany managers seekmg mexpenmve but valuable perks Litigation Center Inc, which is on the "interplay" between thewith which to sabsfy employees, I keep returning, hkea moth toa the legal arm of the U S Chamber 'It's fair to say the act did Federal Arbitration Act and anti-

porch hght, to the idea of allowing more-casual ate m the ofhce of Commerce in Washington discrimination laws, said William
It seems as if it would be such a mmple decimon to make, but I The case began when Saint not contemplate Schaller, a partner in the Chicago

agonize over this as much as an mdividual m a burning building Clair Adams filed a lawsuit anything like current anti- law firm of Baker & McKenzie
"agomzes over whether jumping out of a 20th-story window would against Circuit City in state court The more precise question is

be a better opton, in November 1997, alleging that discrimination law,' says there's a provision in the FAA's
he had been the victim of work- attorney William Schaller. Section 1 that seems to exemptI know that, by now, I'd hardly be brealang any new ground m
place harassment at a Santa Rosa, from its scope employees, but a lotthe world of work, in fact, by some estimates, the malonty of

Amencan busmesses have made this shft, ditching neckbes, Calif, Circuit City store Mr of the cases have dealt with em-
Adams' suit was based on the Cal- ployees who actually work in in-homery and stfling suits for more-comfortable and relaxed attlre ifornia Fair Employment and coverage of all contracts of em- terstate commerce," said MrLevi Strauss & Co, which has been at the forefront of pushing for Housing Act ployment " Schaller, who noted that lower

a more-casual busmess dress code-for obvious reasons--eshmat- But Mr Adams had signed a Instead, the brief holds, looking courts have tended to view the ex-
ed that at least 75% of U S busmesses now have a pohcy of casual "dispute resolution agreement" as at the law, the "more logical emption very narrowly
attlre in the ofhce, up from only 14% m 1992 part of his Job application two view" of the act's scope is that If the high court agrees with the

Many companies have promoted this pohcy as an employee ben- vears earlier The agreement re- "Congress had in mind specific 9th Circuit, the decision c 'might
efrt I thmk callmg casual attirea beneht isabitof a stretch but, quired that employees submit all transportation workers for whom have a profound effect in limiting
hey, if a company can sell that line to its employees, go for it It's a claims and disputes to mutually special arbitration legislation al- the availability of arbitration,"
far less expenmve perk than deftned benefit pensions, transplant agreeable binding arbitration ready existed " Mr Schaller said But, he said,

Circuit City sought to have the ar- The brief for Mr Adams specif- "it's vastly more likely" that thenetworks or Chnstmas bonuses
bitration agreement enforced, and ically disputes that interpretation, justices will continue to read theOnce I decide to take the plunge, the next step is to determine if I a U S court granted summary noting that Congress did not view exemption narrowly and allow the

should set some boundanes Do I leave it to my co-workers to use judgment in the employer's favor ltS authority over employment re- Federal Arbitration Act to apply
their best judgment and interpret the new pohcy for themselves, in May 1998 Mr Adams ap- lationships very broadly at all 75 to cases brought under federal

with the possibihty that I Mll regret that de- pealed, and the appeals court years ago "Viewed from the per- anti-discrimination laws
cision later, or do I take the nsk of sounding panel-citing the 9th Circult's spective of 1925, the decision by Still, he said,"I think lt'S fair to

like the fashion pohce? Ultimately, I opt for May 1999 decision in Craft vs Congress" that Circuit City say that, at the time the act was
the latter, resolvmg that malang bad fashion Campbell Soup Co -held that the holds-"limiting FAA's coverage written, it did not contemplate

Federal Arbitration Act does not only to those employment con- anything like current anti-dis--   policy isless of a problem than amvmg at
apply to any employment or labor tracts least evidently within the crimination law "work one day to and someone m palamas

After deciding to make tkns big change, I
find myself studymg the clothmg of everyone
around me It becomes a game for me to try Reliance Rehance has been shopped to nu- estate companies

merous potential buyers over the Its president iS Joseph S Stein-
to guess, based on their attlre, whether these past several months, and none was berg, who is not related to the
people work m offices hke mine, make their Cont:nued from page 1 interested m taking on the whole Messrs Steinberg at Reliance In
hving serving double slam lattes, or are pro- :he deal if it fmds problems at Re- company, said one stock analyst terms of assets, Leucadia is much
fessional rodeo clowns hance that it does not want to ad- The proposed sale comes after a smaller than Reliance (see chart,

Scounng the Internet for information on dress, Mr Simpson said turbulent period for Reliance The page 1), but that is not surprising,

dress code pohcies, I fmd mulbple sites that strongly uge employ- Also, the deal is not hkely to close insurer was a large cedant of bum- given that insurance is a small part
until after the insurer's August debt ness to the Unlcover Managers Inc of ltS current holdings, said Mrers to set clear wntten boundaries for what is and is not allowed
payment is due, so interim financing reinsurance pool that unwound last Simpson of Best Insurers build upunder a casual-attue pohcy If casual clothing is an employee ben- measures will have to be agreed year Unicover liabilities and other substantial assets due to the accu-

eflt, then these wntten pollcies must represent the managed care upon, he said poor-performing business caused mulation of loss reserves, he ex-
approach, a sort of sartonal pre-admlssion review Under the terms of the proposed Rehance to increase loss reserves by plained

I read some of these pohcy statements, but that does httle to deal, Reliance stockholders wlll re- $227 2 milhon in the second quarter Leucadia specializes in buying
quell the unease I have over taking this step Surely myco-workers ceive 011059346 ofashareof Leuca- of 1999, which contributed to a poorly performing companies and
know the followmg would be mappropnate for the office--would- dia for each Reliance share, or about trying to turn them around It has

$2 55 a share The total purchase had a mixed record with its insur-n't they?-without me spellmg it out Spandex, T-shirts with pro-
fanity, T-shirts with nude or semi-nude pictures, T-skmts with price wlll be about $318 milhon, Since last fall, Reliance ance investments In 1991, it bought

based on Thursday closmg prices Colonial Penn Group and subse-suggesbve cartoons, npped clothmg, baggy pants worn low to re- Followmg the announcement on has made management quently sold it to GE Capital Corpveal underwear (or no underwear), Joggmg or warm-up suits, see- Fnday morning, Leucadia closed at changes, suffered ratings for a substantial prohtthrough clothmg, fhp-flops, tank tops and gang attrre, toname a $25 94 on Fnday, up more than 11%, In 1992, lt bought Emprre Insur-
few examples seen m onlme guides Reliance closed at $2 56, up from downgrades and ance Co m New York, that company

I decide to bypass the hst of fashion disasters and focus on more- $2 38 shopped itself to buyers. is still strugghng due to poorly per-
mundane issues, such as whether to allow jeans m the ofhce And The largest portion of Reliance forming automobile busmess
how about T-shirts? shares is held by the company's According to SEC hlings, Leuca-

Jeans can be nsky. Sure, they can look neat, but they also can flamboyant founder and longtime dia's insurance operation, which
look sloppy Havmg spent my childhood m Jeans that were always senior executive, Saul Steinberg, $1569 milhon loss forthe quarter mainly consists of Empire, posted a

who owns 31 3% of the 125 rmllion In 1999, Rehance lost $310 5 mil- $1 46 milhon loss in the first quarterabout two mches too short ("Hey Wmston, when's the flood com-
shares of outstandmg stock Mr hon, mcluding the cost of a $100 mil- of 2000 In the first quarter, Empiremg?"), and ndden with holes m the knees, frayed hems and ball-
Steinberg recently resigned as chief hon settlement of its Umcover habil- dropped much of ltS unprofitablepomt-pen marks, I'm prejudiced, I guess executive officer, but he remams ities, announced In January busmess and fired 122 people, or

But while there is a wide umverse of trouser fashions out there, chairman of Reliance He is not ex- In 1999, Reliance's share price about 23% of ltS staff, SEC filings
for some reason, the prevailmg alternative to jeans is tan khaki pected to have an executive role at tumbled from a high of $1369 to say
pants Prohibiting the weanng of jeans would bmit the unimagma- the company after the sale $5 94 at year-end Rehance stock The sale of Reliance to Leucadia

tive solely to tan khakis, and this somehow seems a worse optnon Mr Stemberg's brother, Robert was at its peak of $18 94 in Apnl should help turn Reliance around,
Tan khalas are the fashion equivalent of vamlla pudding It Stemberg, owns 10 3% of the stock 1998 Saul Steinberg said m a statement

He was moved out of his executive Since last fall, Reliance has made "Leucadia has a strong financialwould be as if I'd issued a directive to dress as blandly and homo-
position at Rehance last yeargeneously as possible I unagme everyone amvlng for work clad m management changes, suffered rat- position, extensive expenencem the

The deal is subject to a vote from ings downgrades and shopped its insurance industry and an exem-Dockers and denim shwts, looking like a mini-convention of ac-
Reliance stockholders and the com- various units and the group as a plary track record of performing oncounting software salespeople or a gaggle of TGI Fhday's wait- pletion of the due dihgence review of whole to potential buyers behalf of its shareholders Rehance

persons Rehance by Leucadia If a higher of- In March, Travelers Property Ca- will be a much stronger company
I don't want to be responmble for the Dilbertizabon of the office fer should emerge for and be accept- sualty Corp agreed to buy its most and a more-effective competitor in

any more than is necessary, so I decide that jeans are m ed by Rehance pnor to the closure of profitable unit, Reliance Surety, for the marketplace," he said
I draw a hne m the sand, though, at T-shnts All too often, T- the deal, Leucadia will be paid a $580 million (BI, March 6) The deal Executives at Rehance and Leuca-

shirts serve as ads f6r individuals' polltical, sportmg, television, $12 5 milhon breakup fee is expected to close soon But until dia would not comment further on
In addition to the breakup fee, last Fnday, no takers had stepped the deal However, in a memoran-brewed and distllled beverage, religious and musical preferences

Leucadia could make substantially forward with offers for the entire dum to Rehance staff, Mr VanProselybzing for Metalhca is best done outside the workplace
Our new pohcy is set to take effect today I am lookmg forward more money out of the deal if a high- company Gilder and Reliance's chief executive

er bidder emerges Under the terms Reliance has continued to have op- officer, George Baker, said "We be-to seeing if one co-worker makes good on his threat to show up re- of the deal, Reliance has granted eratmg problems m 2000 In the first lieve this transaction will be goodsplendent m a "full Cleveland," anotherm a blt and third m a Leucadia a stock option for 9 9% of quarter, it reported profits of $145 5 news for our producers and cus-
thong ("you didn't say thongs were banned") the shares, at $2 50 a share, and oth- milhon, but that was mainly due to tomers, and this should mean that

As for me, I'll be the one weanng the puddmg pants and the den- er unnamed shareholders have the sale of assets The insurer actual- our products and services will be
lm shlrt agreed to sell another 33% of the ly had an operating loss of $36 5 mil- more favorably received m our mar-

stock to Leucadia, also for $250 a hon kets Our initiatives to build a more
Editor Paul D. Wmaton's commentaly appears fortnzghtly share if a higher bid is accepted Leucadia is the holding company market-focused and productive

and on www busmess,nsumnce com He can be reached at But the appearance of another for diverse businesses, including in- company w111 proceed according to
pwmston@cram com bidder for Rehance seems unlikely, surers, a bank, a plastics manufac- plan, and our current management

analysts say turer, wineries, a gold mine and real team wlll stay m place " Ell



Creditors said individuals shouldn't be able to in a 401(k) plan lS implausible," Updates
shield assets in retirement plans wrote Dick Prey, executive vp at
while their creditors were no: paid The Principal Financial Group in Doctor antitrust bill postponed

Continued from page 1 "The issue is whether people who Des Moines in a letter to Sen Grass-
protected from CIeditors Initially, file for bankruptcy should be able ley Continued from page 2
legislators, as part of the bankrupt- to shield assets in retirement ac- From a pubhc policy perspective, The House had been expected to vote on the Quality Health Care
cy measure, proposed that this same counts at the direct expense of their not shielding pension benefits from Coalition Act last week, but GOP leadership withdrew the measure
piotection be provided to non- creditois," said Sen Charles Grass- creditors was a "chilling" prospect, from consideration Thursday after the Rules Committee failed to set
ERISA pension plans, including 457 ley, R-Iowa said James Delaplane, vp-retire- a rule governing the terms of floor debate on the measure At a Cam-
plans, which cover employees work- ment policy at the Assn of Pilvate tol Hill press conference on Friday, Rep Campbell said that he had
ing for state and local governments, Pension & Welfare Plans in Wash- been assured by House Speaker J Dennis Hastert, R-Ill, that the
and certain types of 403(b) plans, 'This could be the first ington bill would be voted on in June Rep Campbell noted, however, that

which cover employees workmg for "What employer would want to the speaker has promised action on the bill twice before
tax-exempt organizations such as step in the chipping establish a pension plan it knew Employers and insurers, as well as the Clinton administration, op-
colleges and universities away of the security of that one day lt would have to deal pose the measure, which they claim would allow doctors to act as

Legislators latet, however, float- with banknlptey COUrtsp" he asked cartels The American Medical Assn says the measure is necessary

ed various proposals to remove the retirement plan assets,' At the same time, giving creditoi s to allow doctors to be effective advocates for their patients
protection ERISA offers Under one says Dick Prey. the right to seize employees' pension
proposal, employees would have benefits is totally inconsistent with Bill to curb OSHA faces veto
been allowed to waive this ERISA encouraging mdividuals to save for
protection Benefit lobbyists feared their retirement, Mr Delaplane WASHINGTON-An appropriations bill that would deny the Oc-
that creditors would have exploited "Mom-and-pop small businesses said cupational Safety and Health Administration funds to promulgate
this by inserting "boiler plate" lan- shouldn't be forced to absorb fman- Apparently, these arguments its proposed ergonomics standard will face a presidential veto, La-
guage in loan agieements that cial losses while their del*ors get to have had an impact under the lat- bor Secretary Alexis Herman warned last week
would have caused employees to keep a substantial amount of mon- est pioposal, only assets m IRAs and The full House of Representatives still must pass the measure,
unknowingly waive the ERISA pro- ey simply because that mone> is m a only assets exceeding $1 million which was approved by the Appropnations Committee
tection retirement account," he added would not be protected from Ms Herman called the bill "unacceptable' in a written statement

A succeeding proposal would Pension experts said federal re- bankrupt mdividuals' Cieditors issued after the committee's vote She reiterated President Clinton's

have established a sliding scale in strictions make it impossible for in- While an improvement from ear- threat to veto the measure, which also would cut funds for worker

which the amount of pension assets dividuals to shield vast sums m em- her proposals, benefit expelts wor- training

protected from a bankrupt employ- ployer-provided pension plans ry about the precedent that could be
ee's creditors would have been Currently, for example, the maxi- set Chevron loses ADA case
based on an employee's age The mum annual deferral employees can "This could be the first step in the
scale would have ranged from make to 401(k) plans is $10,500 chipping away of the security of re- SAN FRANCISCO-Employers cannot use the Americans with
$250,000 for a 21-year-old to $1 "The likelihood of an average tirement plan assets," Mr Prey said Disabilities Act to bar disabled employees from Jobs that pose a di-
million for a 65-year-old employee pension plan participant being able "It is still bad ietirement policy," rect threat to their own health or safety, according to a federal ap-

Congressional backers of a cap to stash away large sums of money added the ACLI's Ms Arnett CII peals court
A three-ludge panel for the 9th U S CIrcuit Court of Appeals held

in Mario Echazabal us Chevron USA Inc that under the ADA, em-

Parity The Massachusetts law generally 25% Benefits, however, could not ployers can require that employees not pose a significant risk to the
takes effect on Jan 1, 2001 Employ- be cut to a level below what the em- health or safety of other individuals in the workplace
ers with fewer than 50 employees, ployer offered prior to the new law But, "it does not permit employers to shut disabled individuals out

Continued from page 3 however, do not have to ccmply un- • Seek permission from regula- of ]obs on the ground that, by working in the jobs at issue, they may
higher deductibles and copayments til Jan 1,2002 tors to not Increase benefits This put their own health or safety at risk," said the May 23 decision,
for mental health care services than The New Mexico law, which goes would require demonstrating to the which overturns a lower court decision dismissing the case against
those used for other medical treat- Into effect on July 1, also mandates satisfaction of the state's Insurance San Francisco-based Chevron

ments The federal law also allows total parlty between mental health Department that the amount of the The case began when Marlo Echazabal was denied a position in a
plans to cap the number of outpa- care benefits and other medical ben- premium increase exceeding 2 5% is coker unit at Chevron's El Segundo, Calif, oil refinery after a pre-
tient visits and inpatient Lisits al- eflts due exclusively to the mental health employment physical exam indicated there was a risk his liver
lowed under mental benefits, even if benefit mandate would be damaged Chevron also asked that the maintenance con-
theI e aie no comparable limits for Meanwhile, the authors of the tractor for whom Mr Eschazabal was already working at the plant
other medical benefits 'Ways are being found 1996 federal parity law are urging place him in a position that ellminated his exposure to solvents and

By conti ast, the new Kentucky that that statute be expanded chemicals As a result, he was no longer permitted to work at the
law Iequires full parity between around the law.... For example, Sen Pete Domenici, plant, said the decision
mental health care and substance That's why I believe it is R-N M, who has introduced legisla-
abuse benefits and othel medical tion that would mandate complete Dems clarify employer liability
benefits time for change,' says panty for all biologically based

"This eases the disci imination the Sen. Pete Domenici. mental disorders, says the 1996 law WASHINGTON-Two key Democratic lawmakers have attempt-
mentally ill have suffered," said was a good start but is not working ed to clamfy the circumstances under which employers could be sued
Sheila Schustel, executive dll'ectol as intended for denying care under patient rights legislation currently being
of the Kentucky Psychological Assn "Ways are being found around the worked out by a House, Senate conference committee

m Louisville The law does, however, allow em- law by placlng limits on the number Sen Edward Kennedy, D-Mass, and Rep John Dingell, D-Mich,

The new Kentucky law, which ployers whose costs Increase because of covered hospital days and outpa- wrote to the chairman of the conference committee-Sen Don Nick-

does not apply to employers with of the panty mandate to choose from tient visits That is why I belleve it is les, R-Okla -last week in an attempt to reach agreement on the lia-

fewer than 50 woi kers, goes Into ef- several options to mitigate the cost time for change," he said bility question and other 01«tstanding issues In their letter, the two
feet July 15 impact In fact, a recent U S General Ae- lawmakers proposed to change the House bill's employer liability

The Massachusetts law is not For example, employers unth at counting Office report found that provision They said their changes would "clarify that an employer
quite as far reaching It mandates least 50 employees whose health most employers that amended their may be sued only if the employer makes a decision denymg a specif-
complete parity for mental health care costs increase by more than health care plans to eliminate dis- ic claim and that decision results in the injury or death of the pa-
caIe coverage of severe biologically 2 5% as a result of upgr acing their cruninatory annual and lifetime dol- tient "
based illnesses, meluding schizo- mental health care benefns can do lar caps added new restr ictions for
phrenla and bipolar disorder On the one of the following mental health care coverage, such as Briefly noted
otheI hand, the law allows group • Pay the full premium increase limits on the number of outpatient
health plans to cap the number of • Share with employees the cost visits and inpatient days they would CNA Financial Corp 's Continental Casualty Co unit has with-

outpatient visits to 24 per year and 01 the increased premium that ex- covei (BI, May 22) drawn its tender offer for the roughly 38% of CNA Surety Corp 's

number of inpatient days to 60 an- ceeds the 2 5% threshold The federal law-unless Congress stock that it does not already own CNA cited the rise in CNA Sure-
nually foi other psychological pi ob- • Reduce coverage to cu: the pre- takes action, as is a_most certain- ty's share price following its March offer of $13 per share, which at
lerns mium increase to no more than expires on Sept 30,2001 the time was a 17 4% premium over the surety company's average

price for the preceding 30 days CNA Surety shares fell 17% on FYI-

Court upholds airbag defense day to close at $11 63 Rep Bill Thomas, R-Calif, and Sen Ron
Wyden, D-Ore, said last week they would work together to develop
a bipartisan measure to expand Medicare to cover prescription drug
costs. The U S House of Representatives will pass the Portman-

WASHINGTON-Federal regu- fectively because it didn't include way to pi ovide manufacturers Cardin pension reform package again this year, Rep Roy Blunt, R-

lations that i equired automakers an airbag with a range of choices to imple- Mo, told the ERISA Industry Committee's 2000 Spring Benefits

to install airbags in some, but not Both a district court and appeals ment passive restraint systems, he Conference in Washington on Tuesday But Rep Blunt, the House's

all, 1987 model caI s pre-empts any court rejected Ms Geier's suit, wrote chief deputy whip and a longtime supporter of employer-sponsored

product liability suits brought un- holding that both the Nasional The high coui t last week also let retirement programs, said he did not know whether the Senate

der state law that allege automak- Traffic and Motor Vehicle Safety stand a 1999 California Supreme would take up the measure Frank J. Coyne, president of the In-
ers were negligent for failing to in- Act of 1966 and the 1984 federal Court ruling, Oscar Aguilar us surance Services Office Inc, will take on the additional title of chief

stall the airbags in all automo- motor vehicle safety standard gov- Auts Rent A Car System Inc, that executive officer on July 1 He succeeds Frank R MaI con, who will

biles, the Supreme Court ruled by erning the installation of airbags barred an Avis supervisor from remain chairman of New York-based ISO The California Insur-

a 5-to-4 margin last week in some cars provided automakers making any dei ogatory i acial or ance Department is seeking proposals from insurers that wish to

The ease, Alexis Geter et at us with immunity from such suits ethnic remarks in the workplace take over the business of insolvent units of Superior National Insur-

Ametican Honda Moto, Co Inc, Ms Geier appealed, noting that and charged Avis with monitoring ance Group Inc. Cahfornia regulators are sohciting bids to take over

focused solely on airbags Ms state courts were divided on the his compliance with the gag order assets and associated liabilities on policies issued by Superior Na-

Gelet suffered injuries when her issue of federal pre-emption of (BI, Aug 9, 1999) Attorneys had tional units on or after April 5 Proposals must also provide for
1987 Honda Accord-a car that state tort laws in such cases said the case not only raises con- third-party administration of claims runoff on Superior National

was not legally required to have Writing foi the narrow majority, stitutional free-speech issues but policies written before April 5 The Insurance Services Office

airbags-struck a tree She and Associate Justice Stephen Breyer also creates daunting, if not insur- Inc 's Property Claim Services unit estimates that the May wild fires

her pai ents sued American Honda held that suit actually conflieted mountable, enforcement problems that ravaged Los Alamos, N.M., and the surrounding area caused

undeI Distilet of Columbia tort with the standard and the 1966 for employers, as well as a poten- about $70 million in insured property damage Insurers anticipate
law, claiming that Honda had de- act The standard was not a mini- tial exposuie to penalties receiving more than 6,000 claims from the conflagration

signed the car negligently and de- mum standard, rather, it was a -By Marie A Hobnann



Excerpts from B/& Daily Online Updates, May 22-26,2000

h NORTHRIDGE CLAIMS BILL A bill that sports officials did not return phone calls seek- tion contract for the self-insurance program San Francisco Un-

would reopen for one year a claims fihng pen- ing comment. Industry sources, however, said in 1994 with the help of inside mformation der the system, risk
od for damage blamed on the 1994 the company likely has habihty coverage for provided by former state Sen Nick Wilson, managers can reg-
Northridge earthquake cleared the California such mcidents through a spectator participant li- Mr Thomas, they charged, then used public
Senate last week and is headed to the state As- ability policy, a far-ranging general habillty poh- school funds to pay off Mr. Wilson, who in

ister on the site,
answer 67 multi-

sembly. The National Assn of Independent cy specific to the motorsports industry, placed turn split the money with Burton Elliott, a pie choice ques-
Insurers opposes che bill, which its members through Fort Wayne, Ind -based K&K Insur- state Education Department director. Mr tions on e-com-

maintain would "open the Boodgates to ance Co KkK officials dechned to comment on Wilson pleaded guilty to a racketeering commerce merce security and
fraud "SB 1899 also would place Insurance the matter, as it remains under investigation. charge in March, charges against Mr Elliott receive an assess-

companies m the difficult position of trymg to were dropped m return for his cooperation ment of their ex-

determine whether new damage claims really * SALVAGE REQUEST WITHDRAWN Lloyd's of Mr. Thomas must serve six months of his posure Then, if
were the fault of an earthquake that occurred London wtll not seek to salvage insured Jewels sentence at a halfway house and six months they wish, they can download a coverage ap-
six years ago, the NATI testifted before Callfor- and other valuables from the ocean floor be- in home detention, confirmed his Little Rock phcation and submit it to the insurers, which
ma lawmakers In other action, the California low the crash site of Swissair Fhght 111, whtch lawyer, Rita Looney. He was also fined are Fidelity & Deposit Corp, a unit of
Senate Constitution Amendments Committee went down off $20,000. Zurich Financial Services Group Inc , and un-
voted down a measure to give voters the op- Nova Scona m 4- derwriters at Lloyd's of London Submissions
portunity to change the offlce of Insurance September 1998. 5, * # ONLINE DERIVATIVES Swiss Reinsurance for coverage with limits up to $200 million
commissioner to an appointed from an elected The clarification of * b, b Co has begun online sales of weather denva- also can be done through the Web site, but
position As a result, the proposal wil not ap- its Intent follows an tive products aimed at utilities, oil and gas the insurers will likely require additional un-
pear on the Nov. 7 ballot outcry from some

%

distributors and others needing to hedge their derwriting information, Ms. Freeman said.
families of the 229 exposure to fluctuating temperatures. The The product includes coverage for loss of in-

h SPEEDWAYACCIBENT PROBED Investigators victims killed mthe -:tf Swiss Re put and call options use heating de- tellectual property, loss of income due to net-
are focusmg on corroded steel cables located m- crash, who feared :W

gree days and cooling degree days as the ba- work disruptions, theft of credit card mfor-
side precast concrete as they seek a cause for the that Lloyd's plan to 44 5 .4. sis for indices that show how much daily av- marion; third-party financial losses associat-
collapse of an 80-foot span of a pedestrian send divers to erage temperatures in a given period deviate ed with computerized business, breach of pri-
bridge earlier this month at Lowe's Motor search the site * 4 .© from a threshold of 65 degrees Fahrenheit in vacy, and Web-related defamation, copyright
Speedway. The collapse of a section of the 320- would disturb the /»92 61 the United States or 18 degrees Celsius in infringement and false advertising
foot long walkway that crossed a highway be- victlms' resting *-4 640,-4 .a,I Canada and Europe The indices show how
tween the Concord, N.C., race trackandpark- place. Uoyd's had " '®f•, € 4· 'P much energy ts needed to heat or cool a room  BRIEFLY NOTE[1 California Gov. Gray
mg areas injured more than 100 people exiting applied to Canadi- ' 2,,44-,p to a comfortable level. In exchange for a pre- Davis' last week vetoed legislation that would
a NASCAR race. The race facthty is owned by an authorities for a 4

6,*. mium, a heating degree day put, for example, have extended family leave benefits to domes-Hamsburg, N.C.-based Speedway Motorsports hcense to obtain ex- f .  /+, would then provide a payment for each de- tic partners. The Cahfornia Chamber of Com-
Inc. Speedway Motorsports said m a statement elusive salvage gree day the underlying index falls below the merce and other business interests had op-
that the bridge had been built to both state and rights in the crash area The application was option's strike price The products can be posed S B. 118, claiming it would be too cost-
federal transportation department regulations. made only as a precautionary measure to pre- used by power utihties, heating oil companies ly and difficult for employers to manage.
Meanwhile, North Carohna transportation offi- vent speculators from diving at the site in and gas distributors to hedge the risk of lost PricewaterhouseCoopers' Global Human
cials have said they w111 begm mspect,ng pnvate- search of valuables that had been insured by sales resulting from cooler-than-expected Resources Solutions practice has changed ltS
ly owned pedestrian bridges. Speedwak Motc,r- Lloyd's, a Lloyd's statement said. summers-when air conditioning use de- name to UNIFI Network. The new name re-

clines-or warmer-than-expected winters, flects the New York-based firm's new focus
--35> 1*M. # FRAUD SENTENCING A federal ludge has when heating demand falls, the reinsurer on delivering services via the Internet, the

f-.. 9 sentenced a former senior executive of broker notes. Swiss Re is offering the products company said. The fourth-largest benefit con-
Se*vick James Inc. to three years probation through ELRiX, an electronic risk exchange sultant, according to Business Insurance, is
for allegedly helping two Arkansas officials on its Web site at www swissre com.

-

under Global Business Leader Reed Keller
divert money from a workers compensation A M Best Co. affirmed its A+ financial

£062 self-insurance program. William Charles 4 E-COMMERCE COVER ONLINEMarsh Inc.,s strength rating for Paris-based SCOR S.A. Ell
-- , • I -„4 -1 Thomas, a retired top executive m the Little offering an e-commerce security assessment

9*$  _ Rock Ark, office of Sedgwick, pleaded and quotes for up $10 million m limits m re- ), To get breaking news as It occurs, visit Busl-,

guilty in February to a single mail fraud lated insurance coverage over the Internet ness Insurance': free online Updates at www.

tlld charge stemmtng from a scheme to funnel The service wil be offered through a dedicat- Dus/nessinsurance.com. llolmemate,*win me$226,992 from a workers comp program ed Web site, www.netsecuresite com, and ' fop The Record column, as well as other content
covering the Arkansas School Boards Assn quotes will usually be available withm a m I week's issue, is generated from daily
Prosecutors charged that Sedgwick-since week, said Emily Q Freeman, practice leader news lostings that amared on the Web site in
acquired by Marsh Inc.-won an admmistra- for e-Business Risk Solutions at Marsh Inc m meprevious weak

PHOTO KRT

Find daily coverage on Corporate Risk, Employee Benefit and Managed Health Care News at www.businessinsurance.com

B/Industry Stock Report MAY 22,2000, THROUGH MAY 26,2000

BROKERS
Weekly Year to date Yeartodate Weekly Year to date Yeartodate Weekly Year to date Yeartodate

Pnce % change % change High Low Vol (000) Pnce % change % change High Low Vol (000) Price % change %change High Low Vol (000)

Aon Corp NYS 35.00 6.06 1250 4641 20.69 3404 Harleysville Group NDO 1638 150 1491 20.88 11.63 340 Unitrin NDO 3194 -0.58 1512 4238 30.69 456
Clam Bardes Holdings NDO 1669 4.30 16.09 2100 11.63 63 HSB Group Inc NYS 2925 541 13.49 42.25 2150 645 UNUM Corp NYS 2081 310 35.09 5688 1194 6356

E W Blanch Holdings 1-ic NYS 24.13 253 6061 71.75 1656 753 HCC Insurance Holdings NYS 1550 4.20 1754 25.13 8.00 718
Vesta Insurance Co NYS 5.75 2.22 48.39 7.88 3.44 260

, Gallagher Arthur J & Co NYS 39.06 280 20.66 39.50 23 06 1005 ING Groep N V NYS 59.00 442 3.28 63.94 4681 491

XL Capital Ltd NYS 58.00 969 11.81 67.19
Hilb Rogal & Hamilton

3900 3281NYS 3088 2.07 929 31.00 1825 224 IPC Holdings Ltd NDO 1488 0.85 0.00 22.50 9.75 180

Kaye Group Inc NDO 700 0.00 1642 11.88 500 0 Hamord Financial Services NYS 59.13 488 24.80 6644 29.38 5503
Zenith National Ins NYS 2394 000 16.06 26.69 1875 27 i

Marsh & McLennan NYS 107.88 3.29 1274 11138 61.75 3552 John Hancock Financ,al Service NYS 22.50 9.76 3235 2325 13.44 4449 INSURERS/REINSURERS AVERAGE 170 -083

 Brown & Brown NYS 45.38 357 1843 4538 30.75 75 LaSalle Re Holdings Ltd NYS 1300 0.00 21.21 1863 1088 137

BROKERS AVERAGE 153 265 Lincoln National NYS 37.69 10 85 5.78 57.50 2263 3651 HEALTH MAINTENANCE ORGANIZATIONS

MAIC Holdings Inc NYS 1075 1.78 4926 29.05 10.00 107 Foundation Health Systems Inc NYS 1181

INSURERS/REINSURERS
385 1887 2006 625 3057

Markel Corp NYS 143.00 242 7 74 193 00 111 50 93 Humana Inc NYS 581 -8.82 2901 15.19 5.75 4089
ACE Ltd NYS 26.19 368 5693 3525 14 06 7306 MBIA Insurance Group NYS 55.50 7.25 5.09 7188 36 31 2326

Oxford Health Plans NDO 22.50 0.28 7734 23.13 975 10117
Accel international Corp NDO 0.69 1101 3130 2.56 0.50 111 Meadowbrook Insur Group NYS 513 4.65 2190 14.13 475 23

i Acceptance Insurance Cos NYS 488 23 00 Pacificare Health Sys NDO 59.0615.22 15.94 275 211
261 11.44 98.13 31.13 994

MetLIfe NYS 1975 8.59 38.60 19.75 14 25 9696
AEGON N V NYS 7363 -025 22.91 9825 6300 326 MMI Cos Inc NYS 9.94 0.00 1525 1744

Sierra Health Services NYS
3 31 0

4.44 2.74 33.64 1625 2.75 559

Aetna Life & Casualty NYS 6406 3.85 1478 99.88 3850 6207 Mutual Risk Mgmt Ltd NYS 1700 1333 112 40.50 9.81 774 United HealthGroup NYS 7588 -065 42.82 7925 39.38 7769 1

AFLAC Inc NYS 50.88 4.76 781 54.69 33.56 3544 Navigators Group NDO 8.81 1.40 9.62 1600 8.75 86 Wellpoint Health Networks NYS 7281 2.35 10.43 97.00 48 25 1408

Allmerica Financial Co p NYS 58.88 1.51 5.84 6481 3506 979 NYMagic Inc NYS 1394 388 5.69 19.50 1200 5 HMOS AVERAGE 112 1403

Allstate Corp NYS 2681 0.23 11.43 4075 17.19 20931 Ohio Casualty Corp NDO 1256 0.00 21.79 20.25 10.75 3061
ALL COMPANIES AVERAGE 071 3.52

Ambac Financial Grou) NYS 51 50 510 132 6300 38.88 1522 Old Republic Int I NYS 1788 1.42 31.19 20.69 10.63 2548

American Financial GrJup NYS 26.94 2.38 2.13 36.81 1838 307 Partner Re Ltd NYS 3731 017 1503 41.44 2838 548

American General NYS 62.69 514 1738 82.19 45.63 4892 Penn America Group Inc NYS 9.00 3.60 16.13 11.06 6.63 430 --

I American Intl Group NYS 11356 2.42 5.03 123.94 78 56 16360 PMA Capital Corporation NDQ 1844 0.34 7.23 2113 1550 108 
i American Salety Insurance NYS 4 50 0 00 30 77 10 00 3 75 122 Ph,[adelphia Cons Holding NOO 1669 349 1509 2519 1081 72 8/ Insurance Index

, Argonaut Group NDO 18.13 236 -881 2794 1656 150 PXRE Corp NYS 1475 085 1346 19.56 9.94 50

AXA UAP Group NYS 70.50 6.82 470 7994 53.75 601 Reliance Group Holdngs NYS 2.56 5.13 61.32 10.88 2 25 5272

Baldwin & Lyons Inc NDO 1675 152 2429 24.05 1594 22 |2,170.25Rel,aStar Financial Corp NYS 51 50 0.86 31.42 51.75 2375 1818 2,200
Berkley W R Corp N[)0 21.75 2.35 419 28.00 1400 138 RenaissanceRe Holdings Ltd NYS 42.50 2.56 398 4356 30.88 242

Berkshire Hathaway Inc NYS 57400 00 3.04 2,1502 32 74400.00 40800.00 1 Arch Capnal Group Ltd NDO 1525 0.00 2079 1738 11.00 197

Capitol Transamerica Corp NAS 11.00 4.35 9.32 15.25 9.38 2 RLI Corp NYS 34.94 2.57 2.76 3881 26.25 37 2,100
Chubb Corp NYS 71.25 478 2653 76.38 4325 5486 St Paul Cos NYS 37.13 2.06 1020 38.75 2131 4914 2,050
CIGNA Corp NYS 87.75 1.30 8.92 98.63 60 75 3922 SCOR NYS 38.75 3.43 1243 56.75 38.38 17

Cincinnati Financial Corp NYS 40.00 339 2549 43.31 2,0002619 1514 SAFECO Corp NDQ 2381 4.38 427 46.75 1800 3769

Clt'group NYS 58.25 -441 4.60 65.44 40.13 47221 SCPIE Holdings ln. NYS 23.69 4.29 2626 36.94 23.06 NA 1,950
CNA Financial Corp NYS 34.44 515 -11.56 4531 2456 447 Selbels Bruce GrouT NDO 1.56 1628 1071 6.25 125 90 1,900
CNA Surety NYS 11.63 4842 1058 1556 975 1068 Selective Ins Group NDO 1950 311 13.45 2250 14.63 368

EMC Insurance Group Inc NDO 8.00 -039 1233 1,8501338 681 38 Tok,0 Marine & Fire NDO 56.00 1.36 5.29 67.00 4500 149

ESG Re Limited NDC) 4.44 758 -36.04 20.06 319 63 Torchmark Corp NYS 26.25 5.00 968 38.00 1875 1699 1,800
Enhance Financial Services NYS 1331 2.90 1808 22.63 8.63 340 Transattantic Holdings NYS 87.25 0.50 11.77 88.75 68.75 37 1,750
Everest Reinsurance NYS 3381 0.73 5154 3569 2050 1115 Travelers Property Casualty NYS 42.00 000 22.63 42.00 27.69 0

Fremont General Corp NYS 4.44 4.05 39.83 21.44 3 88 2393 Trenwick Group Inc NYS 1438
1,700748 15.13 32.00 1200 191

Frontier Insurance GrJup NYS 106 5.56 69 Of) 17.25 0.63 871 U.co American Corp NDO 6.25 5.66 1071 10.75 4.50 18 46 M14 4/21 4/28 5/5 5/12 5n9 5/26
Gainsco Inc NYS 5.25 233 233 6.94 3.94 124 United Fire & Casua ty NDO 1738 335 2320 27.25 16.00 128

Base=100 on Dec 29,1978

Top advancing issues Acceptance Insurance Cos, Se,bels Bruce Group, Mutual Risk Mgmt Ltd Leading decliners CNA Surety, Accel International Corp, Humana Inc Most active issue Citigroup The 8/Index decreased 02%, the Dow Jones 30
Industrials went cown 31%, the S&P 500 dropped 2 1%, and the NYSE Composite went down 1 7% Average P/E Brokers, 20 4, Insurers/reinsurers, 17 2, HMOS, 12 7

Source CNET /nvestor (Investor cnet com) Boulder, Colo
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 It's my job to be an excellent judge of

character...to determine when someone

is telling the truth and when they're

committing insurance fraud. Of course,

most people are honest, but the ones

that aren't cost businesses and workers

$25 billion a year. That's why I'm available

at a moment's notice to throw my gear

in the trunk and discover the truth.

I talk to witnesses, follow tire tracks

down muddy roads whatever it takes

to make sure the good guys, and the bad

ones, get exactly what they deserve. //

@69 Consider forming on in-house

sofety teom in order to evaluate and record accidents os they

happen. Also, report accidents immediotely to insure accuracy.

ti
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