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Fifteen crosses last week were posted on a hill above Columbine
High School in Littleton, Colo., in remembrance of the people killed.

Employers provide
support in wake
of school tragedy

By JOANNE WOJCIK

DENVER-In the aftermath of the worst school shooting in U.S. his-
tory, many Denver-area employers are trying to stem the distress with
their employee assistance programs.

Since the April 20 shooting at Columbine High School near suburban
Littleton, Colo., both local and national EAPs say they are being inun-
dated with calls from employers seeking onsite "critical incident stress
debriefing" sessions. Calls are even coming in from out of state, some
EAP vendors say, pointing out that many employees-especially those
with school-age children-fear that if it happened in this suburban
community, it could happen anywhere.

"On Tuesday, right after the shootings, we tried to identify employers
in the Littleton area and offered critical incident stress debriefing," said
Patrick Hiester, client services coordinator for Denver-based PRO Be-
havioral Health EAP.

But the EAP soon found that the impact of the tragedy reached far be-
yond the Littleton city limits when employers throughout the Denver
metropolitan area requested counseling for their employees.

"It's a community event," Mr. Hiester said. "There's a huge cloud over
the city. Everything just stopped.”

"It affected the entire community,"” agreed Pat Greer, employee and
team services manager for the municipality of Commerce City, Colo.
"And by community, | mean everywhere from Fort Collins to Colorado
Springs and Pueblo.”

Marie Gambon, vp-human resources at Boulder, Colo.-based Celestial
Seasonings Inc., concurred.

"This isn't limited to Columbine,” she said.

"We've been getting calls from all over the country," said Donna Dar-
land, intake supervisor for United Behavioral Health in San Francisco.
Ms. Darland supervises a team of counselors who take calls from EAP
members and refer them to the appropriate mental health services.

This week, many of United Behavioral Health's EAP counselors have
been taking calls from parents who are concerned that their children
may have violent tendencies. "They want to be proactive,"” Ms. Darland

See Tragedy on page 21
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UNUM to sell reinsurance lines,
taking $101 million charge

PORTLAND, Maine-UNUM Corp. is exit-
ing nearly all of its reinsurance businesses-in-
cluding selling its Duncanson & Holt Group
operations worldwide-after taking a $101.1
million first-quarter pretax charge.

The charge includes reserve increases for es-
timated future losses in |,loyd's of London syn-
dicates and certain reinsurance pools, as well
as a write-off of goodwill stemming from
UNUM's 1992 acquisition of Duncanson &
Holt, an accident and health reinsurance

Entire contents copyright © 1999 by
Crain Communications Inc. All rights reserved

See Updates on next page

ERISA showdown likely
over state stop-loss bill

By JERRY GEISEL

ANNAPOLIS, Md.-Newly
passed legislation in Maryland
could set the stage for a court de-
cision on how extensively states
can regulate the sale of stop-loss
insurance to self-funded employ-
ers without violating federal law.

The Maryland measure, H.B.
1086, which Gov. Parris Glenden-
ing is expected to sign, would bar
health insurers from offering em-
ployers stop-loss policies with at-
tachment points of less than
$10,000 for specific claims or ag-
gregate attachment points of less
than 115% of expected claims.

The Maryland Insurance Ad-
ministration, which backs the leg-
islation, says it will seek a court

ruling on whether the legislation
is pre-empted by the Employee
Retirement Income Security Act
before enforcing the statute.

Such a ruling could resolve once
and for all how extensively states
can regulate stop-loss insurance
without violating ERISA, which
pre-empts state laws that "relate”
to employee benefit plans.

According to the Maryland In-
surance Administration, at least
17 states now regulate stop-loss
insurance in some fashion, with
one state, Oklahoma, now consid-
ering a bill similar to the Mary-
land measure.

A court ruling is of vital concern
to employers and regulators. By
self-funding and purchasing stop-
loss insurance, employers have

protection against losses while not
having to comply with state bene-
fit mandates, which, they say,
drive up costs and restrict their
ability to design their own plans.
The Maryland proposal "re-
stricts the way employers fund
their health plans,"” said George

Pantos, Washington counsel for
the Self Insurance Institute of

America.

Others, though, say states only
are trying to crack down on abu-
sive funding arrangements in
which employers, by purchasing
stop-loss insurance with low at-
tachment points, really transfer
most of the risk to insurers but
avoid state regulations.

"The effect is to convert a stop-

See Stop-loss on page 22

Formularies revi ewed

California regulators target HMOs that cut drugs

By JUDY GREENWALD

SACRAMENTO, Calif.-As momentum grows
nationwide for restrictions on health plans' abili-
ty to limit coverage of prescription drugs, Califor-
nia regulators are ordering some plans to reinstate
drugs that they had planned to drop from their
formularies.

The California Department of Corporations,
which regulates health maintenance organiza-
tions, recently ordered five managed care compa-
nies in the state to hold off on cutting certain
drugs.

Legislation currently is under consideration in
more than a dozen states that would influence
how health plans' formularies-lists of medicines
approved for coverage-are expanded or reduced
(Bl, Feb. 22)

The California department in December sent a
memo to all prepaid health care plans in the state

Public risk

that cited complaints alleging that managed care
plans are making changes in their formularies ei-
ther after an open enrollment period or in antici-
pation of legislation taking effect July 1 that will
require continued coverage of drugs that are
dropped from formularies.

The memo followed a meeting between the de-
partment and a consumer group, the Sacramento,
Calif.-based Citizens for the Right to Know. Eliz-
abeth Helms, a steering committee member of the
consumer group, said it had been hearing com-
plaints from consumers about formulary changes.

Spokesmen for several managed care companies
deny the charges, though they say they are fully
prepared to comply with the new California law.

Foundation Health Systems selected "the most
cost-effective medicines in a given therapeutic
category” when it reviewed its extensive formula-
ry and decided to prune certain drugs, said Neil

See California on page 4

managers

take course Iin leadership

By DAVE LENCKUS

A select group of plublic enti

Participating in the Harvard
University fellowship program
also should boost the visibility of
risk management in the eyes of
other government officials, says
the Public Risk Management

AssnN.'s executiv

risk

Public entity

fire fhiefs before they

were invited to the

Harvard program 13 years ago.
For the first time, Harvard's

John F. Kennedy School of Gov-

ernment has invited public entity

risk managers to participate in its

ill

- M for the fellow -
, ship program are:

G- INtensive three-week
I Senior Executives in
State and Local Gov-

ernment Program.
The four risk man-

agers who have been

€Patricia J. Gilbert,
assistant director of the
Texas state office of
risk management.

€Taud Hoopingarner, deputy
general services director of Dako-

ta County in Hastings, Minn.
See Harvard on page 21
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UNUM to exit reinsurance

Continued from previous page
and health remsurance underwriting manager and reinsurance bro-
ker

UNUM's first-quarter 1999 net income was $15 5 milhon, including
the charge, compared with $935 miillion for the same period a year
earher First-quarter gross revenues rose 14% to $1 30 bilhon

A comprehensive review led UNUM to exit its reinsurance busmess-
es, which included reinsurance pool management operations as well
as risk assumption through pool participation, direct remsurance and
syndicate participation

D&H has "minimal” exposure to the financially troubled remsur-
ance pool operated by Unicover Managers Inc (Bl, March 15), a
UNUM spokeswoman said

UNUM provides about $350 milhon capacity to various Lloyd's syn-
dicates, including five managed by its subsidiary, Duncanson & Holt
Syndicate Management Ltd UNUM entered Lloyd's as a corporate
capital provider in 1994 and set up its agency operation for the 1996
year of account About one-third of its 1999 capacity is on non-D&H-
managed syndicates, according to agency Managing Director Ralph
Sharp The five D&H syndicates have a total capacity of £147 8 mil-
hon ($245 milhon) this year

James F Orr I, UNUM's chairman and chief executive officer, said
m a statement, "After some considerable experience m the reinsurance
market, we have determined that reinsurance is not a business that
capitallzes on UNUM's core sKkills "

UNUM specializes in group long-term disabihty, group 1.Ife, short-
term disability, long-term care Insurance and payroll-deducted volun-
tary benefits It also has reinsurance operations m Japan

Stirling Cooke mulls options

HAMILTON, Bermuda--Stirlmg Cooke Brown Holdings Ltd is hir-
ing a financial adviser "to explore alternatives that could enhance
shareholder value," meludmg a possible sale of the company

Stirling Cooke, parent of several brokerage, underwriting and man-
aging general agency units, is facing a number of lawsuits arising from

FASB plans stricter rule
onNn merger accounting

By JUDY GREENWALD nancial Accounting Standards company is considered an invest-
Board announced late last month ment Any premium paid ovef rt<
A proposed U S accounting that it plans to eliminate pooling assets' market value is treated on
change that could take effect m of interests as a method of ac- the balance sheet as goodwill,
less than two years is expected to counting for mergers A final which is amortized, or written off
slow the pace of merger and ac- standard IS expected to be issued the company's income statement,
quisition activity in the proper- in late 2000 over a period of up to 40 years

One advantage of pooling over

But there could well be height- tax-free, all-stock transactions in purchase accounting, therefore, IS
ened M&A activity between now which the balance sheets of the that It does not require a potential
and then as companies rush to two merging companies are sim- hit to the acquiring company's
complete deals before the regula- ply added together balance sheet

ty/casualty insurance industry Pooling of interest deals are

tion takes effect, which could be Under the alternative method of At the same time, the FASB also

accounting for mergers, called is considering changes in its treat-
The Norwalk, Conn -based Fi- purchase accounting, the acquired

as early as Jan 1, 2001
See Pooling on page 6

Clock running on Y2K legislation

House, Senate still debating bills that would limit liability

By MARK A. HOFMANN surance Assn in Washington She expressed hope
that "the underlying bipartisan support to pass the
WASHINGTON-Advocates of federal legisla- bill will ultimately eliminate partisan gamesman-
lion that would limit businesses' liabilities stem- ship "
ming from the Year 2000 computer problem still Robert Dibblee, senior vp-government relations
believe a measure can pass despite a significant for the National Assn of Independent Insurers in
setback in the Senate last week Washington, said "We're extremely disappointed
The Senate failed to limit debate on a bipartisan that it continues to be stalled on the Senate floor
bill-which President Clinton opposes-last We think Congress needs to act now, because

Thursday, forcing another cloture without the legislation, the country faces a litiga-

workers compensation remsurance business it handled It has seen its B vote, possibly as early as today lion nightmare At the same time that we're disap-

stock pnce fall from a high of $29 50 last year to $4 per share as of last
Thursday

"In hght of the recent decline in the market price of our shares, we
believe it is prudent to consider all of our alternatives," Chamman and
Chief Executive Ofhcer Nicholas Mark Cooke said m a statement

The company is expected to announce its chosen financial adviser
this week

Stirlmg Cooke's largest shareholders include its top officers and in-
vestment funds managed by Goldman Sachs Group LP, which also
managed Stirling Cooke's 1997 imtial public otfenng

Stirling Cooke also said it has engaged Arthur Andersen LLP as its
auditor, replacing KPMG LLP, which withdrew last month KPMG
and Stirhng Cooke had no disagreements over accountmg or financial
disclosure matters, the two companies said

Separately, Stirhng Cooke units last week filed a motion to dismlss a
racketeermg lawsuit in which Odyssey Re (London) Ltd charges that
it was defrauded by Stirling Cooke and several others m a series of
workers comp reinsurance placements (Bl, Apnl 5)

The motion argues that Odyssey Re's claims fail to meet pleading re-
quirements of federal racketeering law and fail to show actual dam-
ages, complaming only of estimated future losses on the workers comp
business Stirling Cooke also seeks to have the suit, filed in federal
court m New York, thrown out on lunsdictional grounds

Infertility a disability: EEOC

NEW YORK-A publishing company that refused to cover an em-
ployee's infertility treatments under a self-msured health benefits plan
violated the Americans with Disabihties Act and the 1964 Civil Rights
Act, the Equal Employment Opportunity Commission has ruled

In an April 27 determination letter, the EEOC found that Rochelle
Saks, a New York-based employee of Franklin Covey Co of Salt Lake
Clty, iS entitled under the ADA to coverage of medically necessary in-
fertlhty treatments

After being diagnosed with a hormonal imbalance, Ms Saks and her
husband trled to conceive through artificial insemination She later
suffered a miscamage Frankhn Covey's self-msured beneht plan de-
med all but $3,025 of the resulting $20,220 in medical claims, accord-
mg to the EEOC ruling

Frankhn Covey, a motivational publishing and training company
best known for "The Seven Habits of Highly Effective People," argued
that its health plan didn't violate federal law because its exclusions
equally affected all employees, male or female and disabled or non-dis-
abled The company also claimed that it provided "substantial infertil-
ity-related benehts," according to the rulimg

The EEOC, however, found that infertihty qualifies as a disability
under the ADA and that Franklin Covey's plan violates both the ADA
and Title VII of the Civil Rights Act The plan's $3,025 payment also
cannot be reasonably descnbed as "substantial," the ruling found

Under EEOC procedures, the agency willl attempt to reach a settle-
ment with Franklin Covey to correct the violations If no settlement can
be reached, the EEOC may sue the company

“The determination did not surprise us We feel it is Just a restate-

See Updates on page 22

Errors & omissions

« An April 12 Update on Cambndge Integrated Services Group Inc.'s
claims services revenues did not reflect all acquisitions made by the
TPA m 1999 and was limited to mcome from services for self-Insurers
Including recent acqulsitions ona pro forma basis, Cambridge's 1998
revenues would total approximately $185 milhon

But, according to observers, pointed, we're also optimistic, based on discus-
the failure to invoke cloture sions between senators on both sides of the aisle,
F to bring the bill to a vote ap- to knock this free "

7 H6,,,. peared to have more to do with Senators had worked out a compromise version
partisan wrangling than with the merits of the bill earlier last week Among other things,
of S 96, which iS co-sponsored by Sens John Mc- the compromise eliminated punitive damage caps
Cain, R-Ariz, and Ron Wyden, D-Ore for businesses with more than 50 employees and
In fact, last week's cloture vote failed after eliminated personal liability caps for corporate di-
Democrats sought to add unrelated amendments, rectors and officers The compromise retained
such as one dealing with the minimum wage, to the punitive damage caps for small businesses and a
liability bill system of proportional liability for defendants
"It means to me that the vote was about party Meanwhile, the House Judiciary Committee
loyalty, and it's about issues that are much bigger plans to continue marking up its Y2K liability bill
than the substance of the bill," said Melissa Shelk, The markup began last week but was postponed
assistant vp-federal affairs for the American In- after the debate grew unusually contentious

Push expected in California
for work comp benefit hikes

By ROBERTO CENICEROS several risk managers and their drivers remain problematic, said
lobbyists said last week during Stephen Wilder, chairman of tne
SACRAMENTO, Calif -Risk the 1999 Legislative Conference Sacramento-based CCR and vp-
managers in California are con- on Workers' Compensation in risk management for The Walt
cerned about how legislation that Sacramento, Calif Disney Co in Burbank, Calif Cal-
might seek $1 7 billion in workers The conference was sponsored 1fornia's workers comp costs are
compensation benefits increases by the employer group Californi- 15 % higher than Florida's, the
will finally shape up this year ans for Compensation Reform, state with the nation's second-
S B 320, authored by Hilda So- which sent about 180 conference highest workers comp costs, Mr
lis, D-El Monte, IS far from taking attendees to lobby their state rep- Wilder told the conference
its final form But it is the main resentatives against adopting S B
vehicle through which labor and 320 without including measures to benefited little from 1993 reforms
claimants' attorneys will push for reduce employers' rising workers that granted benefits increases for
increases in temporary and per- comp costs workers and introduced system
manent disability benefits, death Although the price of workers changes that were supposed to re-
benefits and the lifting of a cap on comp insurance has declined in duce costs for employers, Gregory
vocational rehabilitation benefits, California, the underlying cost

Self-insured employers have

See Comp on page 22
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a host of life-threatening dangers, a re- head, general president of the IAFF, personnel at Ievels that would méefre-
cently released report charges said in a written statement released duced response times 1 2o
Airport firefighter and rescue units with the report in mid-April "The staffing issue is critically im-
are not properly staffed, equipped or Not only are airports ill equipped to portant,” said a spokesman for the
trained to respond to crashes or other respond to aviation disasters the report IAFF "There are too many airports
emergencies at the facilities, says the says, but they also are inadequately that are within the FAA requirements -
report Outdated Federal Aviation Ad- prepared for such threats as terrorism, but are Just understaffed "
ministration regulations are to blame, accidents involving hazardous materi- The report says the "tragic conse-
the report contends, saying the FAA als, medical emergencies and problems quences of obsolete FAA regulations _50/.:4,
should make immediate changes to en- that could result from the heavy con- were clearly exposed” when a United *, i -.
hance airport safety centration of passengers in terminals Express flight collided with a general
Titled " Surviving the Crash The The FAA says its minimum standards aviation aircraft in November 1996 at
Need to Improve Lifesaving Measures for airports provide enough protection Quincy Municipal Airport near Quincy,
at Our Nation's Airports,"” the 48-page for passengers and workers Il The 10 passengers and two crew N -e.
report was prepared by the Coalition "We feel our regulations are fully ad- members aboard the United Express
for Airport and Airplane Passenger equate,” a spokeswoman for the agency flight and the two aboard the other air- 4.
Safety, a group of labor unions repre- said Airports undergo FAA inspec- craft all died in the post-impact fire, -
senting firefighters, airline pilots, flight tions, and those that do not pass "are according to the report
attendants and workers in a number of not allowed to operate," she said

FAA to make changes

union, coordinated the effort they had finished studying it

"The FAA must strengthen its out- The report suggests that airports are

RRG buys cove rage,
running off business

PHILADELPHIA-The soft professional liability market has
led a not yet 2-year-old Vermont-domiciled risk retention group

to obtain coverage in the commercial market and run off the
RRG's business

By AMANDA MILLIGAN

of the risks that deter investors from buying patents

Patent & License Exchange, a new online patent
transaction forum The company is the policy-
holder, but each investor is named as an addi-
While there are no plans to dissolve Franklin Casualty Insur- tional insured
ance Co (A Risk Retention Group), ItS members have struck a
multiyear deal with a commercial insurer to obtain the medical
professional liability insurance the RRG was created to provide
FCIC was formed by the University of Pennsylvania in June

The new coverage protects every
patent buyer that closes an online trans- _ _

action on The Patent & License Ex

change from financial loss if the patent cense Exchange

clares a patent invalid
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See Airports on page 11 Jersey's Newark International Airport in July 1997.

Policy covers patent risks

addition, optional protection is available for costs re-
developed a new coverage designed to eliminate some jected, and is purchased at the buyer's discretion

The coverage was developed specifically for The licensed to do business in the United States, he said

1997 to provide primary medical professional liability coverage
for the hospitals of the University of Pennsylvania Health Sys-
tem and their employed physicians

In forming the captive, system executives emphasized the de-
sire to achieve long-term stability in their insurance program
even more than cost savings

But, accordmg to Kenneth Hoffman, FCIC's president, compet-
itive pricing in the commercial market proved so attractive the
group had to take advantage of the opportunity, obtaining sta-
bility as well as savings through a three-year deal

~ Obviously we still are of the philosophy that an organization
of our size and financial state should, long-term, be able to pay
its own losses more cost-effectively than by using risk transfer,"
Mr Hoffman said

"But market conditions right now gave us an opportunity to
transfer the risk and lock into a long-term arrangement and en-
ter into a partnership with a commercial carrier to do that," he
said

FCIC, which wrote more than $82 million in premium in 1997,
began running off its business last year.

At the time the University of Pennsylvania formed the FCIC
risk retention group, it formed a Bermuda-domiciled captive,
which also is now dormant

" The captive in Bermuda IS basically solely reinsuring the risk
retention group, so there's no other coverage in either entity,”
Mr Hoffman said

The risk retention group's president said that the Penn Health
System will review the status of the FCIC group and the Bermu-
da captive, Quaker Insurance Co Ltd , at some point in the fu-
ture to determine how they fit into the system's insurance pro-
gram

-By Rodd Zolkos

By EDWIN UNSWORTH

is later declared invalid by the court
system, said William Hoffman, an as-
sociate director of SRNM in Zurich, Switzerland ket, because It transfers one of the major risk ele-
The program provides basic property coverage of ments in the patent sale and licensing," he said

all patent transactions for the purchase price, which

Insurers hit by blast verdict

PLAQUEMINE, La -A Louisiana represented one injured worker
district court jury has ordered in-

two workers were badly burned
Several complex issues remain, The plaintiffs hold that Air Liqg-

stemming from a 1994 explosion

surance Co of Pittsburgh, Pa, an policies stipulate that coverage excess layer written by National

Inc unit, was brought directly by An XL statement said "XL IS written by XL, and a $50 million
ily of a worker Killed in the blast the judicial proceedings and any tively covered Air Liquide for sev-
Loulsiana permits insurance of necessary appeals, XL will be de- eral years prior to the accident
punitive damages and IS one of a termined to have no payment Also still to be argued is

The award comprised $38 million vigorously pursue further ludicial had restructured several units be-
in compensatory damages and relief, and we are confident of our fore the explosion, said Mr Price
$120 million in punitive damages legal positions "

The judge will hear coverage is-
sues before the final ruling, how- sion at a gas production plant in the case for $34 5 million, which is
ever, said Donald W Price, a part- Plaquemine, La, owned by recoverable from the ultimate
ner at Due, Caballero, Price & French company Air Liquide S A award, he said

Guidry in Baton Rouge, La, who The plant manager was killed and -By Gavin Sol,te,

Kilgore, Texas, said he raised the the feasibility of modifying the would certainly be less litigation

DALLAS-A risk manager task matter of changing the law some Jones Act as it applies to injured That's the most important point,’

1-AW p force is being formed to explore time ago with the Risk & Insur- seamen
reforming a federal law that gov- ance Management Society Inc

aboard U S ships

explained Mr Murley

Under the Jones Act, which also He added, "I'm not sure this

Shipowners would like to see task force on the matter

=%T".OF...... '—t.,.S 't k

other industries

Michael Murley, claims manag- month m Dallas Once estab-

the Jones Act changed, not so Although he is not sure when it the vessel was not seaworthy to the employee The injured worker

the law to apply like traditional viduals at two maritime industry quired to entitle an injured work- at fault
workers compensation does in sessions held at RIMS' annual er to full benefits for work-relat-

Plus, Mr Murley said, an in-
conference and exhibition last ed injunes

" In return, the employer cannot See Jones on page 16
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California

Continued from page 1

Higashida, associate vp of pharmacy
at the Woodland Hills, Calif., HMO.
FHS was told by California regula-
tors to retain 14 drugs, while 58 oth-
ers it had targeted for removal were
approved by the state.

It is FHS' responsibility to offer
prescription drugs that balance
quality and affordability, said Mr.
Higashida of its formulary selec-
tions. "These regulations introduce
challenges to that responsibility."

Escalating prescription drug costs
have been a growing headache for
employers, which ultimately bear
the burden of managed care compa-
nies' higher medical and pharma-
ceutical costs.

Efforts to control cost hikes may
be hampered, though, by legislative
initiatives around the country in-
tended to assure coverage of the

THE HARTFORD'S OUTCOME-ORIENTED MANAGEMENT APPROACH TO DISABILITY

drugs consumers need.

Such initiatives generally would
require continued coverage of drugs
that have been dropped from formu-
laries, require coverage of drugs not
previously on a formulary if a mem-
ber's physician takes mandated
steps, or restrict generic substitu-
tions (BI, Feb. 22).

So far this year, Virginia and
Georgia have passed legislation in
this area, said Susan Laudicina,
Washington-based director of state
services research for the Blue Cross
& Blue Shield Assn.

Ms. Laudicina said the other states
still considering such legislation are
Alabama, Arizona, Arkansas, Con-
necticut, Florida, Maryland, Nevada,
New Hampshire, New Jersey, New
York, Pennsylvania, South Dakota
and Utah.

"The main thing to understand
here is that managed care plans rely
on independent prescription and
therapy committees,"” which are

panels of experts including physi-
cians, pharmacists and others, "to
give their collective judgment as to
which are the best prescription
drugs," said Ms. Laudicina. These
recommendations are constantly up-
dated to keep plans abreast of clini-
cal developments, she said.

'The DOC rulings were
not quite clear as to their

basis for their decision
for each medication,’

says Neil Higashida.

"I'm just real nervous about legis-
lation that really goes in the direc-
tion of micromanaging" drug formu-
laries, said Ms. Laudicina. "It would
be difficult to imagine that the gov-
ernment can pass a law more current

POSSIBILITY'I

REALLY BAD SPRAIN.

IS THE BEST WAY TO KEEP PRODUCTIVITY UP,

WHETHER AN EMPLOYEE IS INJURED ON OR OFF THE JOB.

1-C Z

SLIPPED DISK.

THE HARTFORD'S MOTIVATIONAL PROGRAMS INSPIRE HER TO OVERCOME

and better managed from afar than
it would be by the people who are
actually in the field," she said.

In California, the memo sent by
the Department of Corporations in
December asked health plans to de-
scribe their past and planned drug
formulary changes. That led to let-
ters sent by the department in March
to the managed care plans asking
them to restore some drugs to their
fornnularies.

Among those contacted was
Kaiser Foundation Health Plan,
which was asked to restore "respira-
tory synctial virus immune globu-
lin," a drug used to prevent serious
respiratory illness in premature in-
fants and other patients with com-
promised immune systems.

A Kaiser spokesman, who said the
health maintenance organization
will comply with the order, said the
HMO had planned to eliminate the

drug from its formulary because its
manufacturer had introduced anoth-

HER DISABILITY' AND GET BACK TO WORK BEFORE THE SCAVENGERS IN HER DEPARTMENT

FOR MORE ON OUR UNPARALLELED DISABILIn' PROGRAM, CONTACT PETER COOK AT 1-860-843-3707 OR abilityinfo@hartfordlife.com.

HAVE TIME TO RAID HER OFFICE.

PossiBF - ITY'S

PERFECTLY FINE, BUT FAKES A GOOD LIMR

WITH OUR SUPERB FRAUD PREVENTION PROGRAM, SHE WON'T SEE A DIME.

ABILITY MANA GEMEj\'7' BRING IT ON."-)
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er drug that, while more expensive,
was improved and easier to use.

The spokesman said the older drug
requires a three-hour intravenous
infusion, which, in the case of an in-
fant, essentially requires strapping
the child onto a board for that entire
period of time. The new drug,
Synagis, can be administered with a
single injection.

The HMO's spokesman said Kaiser
has asked the department for its ra-
tionale in keeping the older drug on
the formulary, "but we have not had
a response from them, other than to
say that's what their consultant told
them to tell us.”

FHS' Mr. Higashida echoed this
complaint. "One of our concerns is
the fact that the DOC rulings were
not quite clear as to their basis for
their decision for each medication.
We are in the process of asking" for
this, which has added to the "confu-
sion of this entire process," he said.

Mr. Higashida said having to keep
the 14 drugs on its formulary "will
definitely have the potential to cost
money," though no financial impact
analysis has been done yet. i

A spokesman for Ramon, Calif.-
based Aetna U.S. Healthcare of Cal-
ifornia Inc., which was asked to re-
store seven drugs to its formulary,
said: "We weren't trying to hide any-
thing from anybody. We specifically
made those changes for our new
year.We weren't trying to evade any
new regulations.

"We still believe that the changes
made to our formulary were appro-
priate and in line with our plan of
ensuring that we have an adequate
formulary for our members, but of
course we will comply with the
DOC," he said.

The spokesman said that the Cali-
fornia department's "primary focus
seems to be on the deletions, but in
actuality, we added a lot more medi-
cations to our formulary for the Jan.
1, '99 effective date than we delet-
ed."”

He noted also that 91% of Aetna’'s
members in California have an
"open" formulary, which means that
even if a drug is not on the formula-
ry, it is still available, albeit at a
higher copayment.

A spokesman for the Sacramento-
based California Assn. of Health
Plans, which has 38 members, said
that among the factors "pulling on

this issue," is that there is a consen-
sus among the governor, Legislature
and health insurance industry that
oversight of managed care should be
moved from the Department of Cor-
porations to a different department
or agency that may be better suited
to overseeing managed care. The
DOC administers the state's fran-
chise investment law, among other
duties.

As a result of the potential change
in regulators, "everything is a little
bit up in the air" at this point, the
CAHP spokesman said. "The way
this issue has been handled is a
symptom of the fact that everyone is
waiting for the oversight to be
moved," he said.

Gov. Gray Davis, who took office
in January, will soon receive recom-
mendations that address a variety of
health care issues, including the con-
cern shared by many that the De-
partment of Corporations "has been
unable to regulate the industry effec-
tively," said a spokesman for the
California Business, Transportation
and Housing Agency, which oversees
the Department of Corporations.

The recommendations were pre-
pared by that agency's secretary as
well by the state Secretary for
Health and Human Services after
meetings with consumer groups,
health care purchasers and health
care industry representatives, said
the spokesman, who could not offer
additional details. Any change
would most likely involve some leg-
islative action, he said. £11
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Pooling

Continued from page 2

ment of goodwill. It had tentatively
approved shortening the goodwiill
amortization period from 40 years to
10 years, or possibly 20 in some cases.
That means writing off goodwill
would have a bigger, although short-
er-term, impact on companies' in-
come statements.

But the FASB is now reconsidering
its alternatives, said Project Manager
Kim Petrone. These include either
shortening the goodwill period or cap-
italizing goodwill, which means
putting it on the balance sheet and not
amortizing it. "Every possibility is
open for consideration," she said.

FASB Chairman Edmund L. Jenk-
ins said in a statement: "It is hard for
investors to make sound decisions
about combining companies when

two different accounting treatments
exist for what is essentially the same

transaction.

"We believe the pulrhase method of
accounting gives investors a better
idea of the initial cost of a transaction
and the investment's performance
over time than does the pooling of in-
terests method," he said. Mr. Jenkins
also said the pooling of interests treat-
ment is the exception almost every-
where else in the world.

While the preponderance of recent
deals in the property/casualty insur-
ance industry, both in terms of num-
ber and in total dollar value, have
used purchase accounting, several
major transactions have used or plan
to use pooling.

H approved, the proposal to elimi-
nate pooling of interests will bring
some rationale for the pricing of
transactions, "and transactions will
get priced more in line with reality in
some cases," said Harris Chorney,
partner and nationalindustry director
of insurance at KPMG L.L.P. in New

York.

"It may be good for the companies
and the market itself if pooling is
eliminated, if insurance companies
begin exercising more discipline" by
using purchase accounting instead,
agreed Ken Zuckerberg, an analyst
with Keefe, Bruyette & Woods in New
York.

George Yonker, vp-finance at Seat-
tle-based SAFECO Corp., which did
its American States Financial Corp.
acquimtion using the purchase ac-
counting method, said, "We've been a
bit frustrated in seeing how some oth-
er insurance acquisitions have gone,
and the fact that we have to charge
earnings for goodwill amortization
and other companies don't do that.”
This proposal to eliminate pooling as
an M&A method "makes a little more
of a level playing field," he added.

One executive unhappy with the
proposal is J. Patrick Gallagher Jr.,
president and chief executive officer
of Itasca, lll.-based Arthur J. Gal-
lagher & Co. His brokerage has com-

Trust is good. A safety net is better.

You can assume your third party administrator is doing a cost-effective job. Or you
can ask us to check them out Why take the risk? Patricia Tilton, 612-305-5384.

01999 by KPMG LLP. the U.S. member firm of KPMG International

pleted more than 50 deals on a pooling
basis over the past 10 to 13 years.
Pooling"has protected our earnings
per share from having a lot of good-
will write-offs, and it's kept our bal-

ance sheet pristine," said Mr. Gal-

lagher.
If Gallagher has to take on a lot of
goodwill, "I think the key will be to

get the investor community to focus
on our earnings before amortiza-
tions," said Mr. Gallagher. Mean-
while, he said, "we're just going to
continue to move forward and explain
to shareholders what we're doing."

St. Paul Senior Vp and Chief Ac-
counting Officer Tom Bradley said of
the proposed change, "l don't mind
too much.”

Pooling "had its downside in that it
greatly restricted the things you could
do with your stock in the period be-
fore and after you did your transac-
tions." There are certain restrictions,
for example, on company stock repur-
chases. With the FASB proposal, "at

B -

It's time for clarity. ™

least everybody else has the same con-
straints in terms of the types of ac-
counting," said Mr. Bradley.

Once the ruling takes effect, though,
it is expected to slow the pace of in-
surance M&A activity, say observers,
who point to the negative impact pur-
chase accounting can have on earn-
ings per share because of goodwill.

"At the end of the day, the industry
is overcapitalized and crowded, so
mergers and acquisitions will proba-
bly still be the leading viable growth
strategy. But it might shorten the list
of viable acquisition targets by virtue
of the earnings drag associated with
goodwill write-off," said Eric N.
Simpson, senior vp at rating agency
AM Best Co. of Oldwick, N.J.

As far as insurers are concerned, the
proposal is "going to change a great
deal of people's feelings regarding
how transactions are completed," said
Bernard H. Mizel, chairman and CEO
of San Francisco-based USI Insur-
ance Services Corp. USI uses pur-
chase accounting in its acquisitions.

It could slow up or kill transactions
where there is a lot of goodwill that
significantly reduces earnings per
share, he said.

The impact on earnings per share
will "cause prices (for acquisitions) to
come down a bit,” said Frank J.
Borelli, senior vp and chief financial
officer of Marsh & McLennan in New
York. "l think it's natural, when the
pricing may become more difficult to
negotiate, that the pace and the num-
ber of transactions will probably di-
minish, as opposed to what they
would have been if the rules hadn’'t
changed.”

Property/casualty acquisitions al-
ready are more difficult to close than
in other industries because of the loss
reserves issue, said John Modin, con-
troller of New York-based Enterprise
Reinsurance Holdings Corp. "I think
you may see more loss reserve guaran-
tees as a company may try to mitigate
what may be a dilutive merger,"” he
said.

Many believe there will be a rush to
get deals done before the expected
Jan. 1, 2001, effective date of the
change.

Best's Mr. Simpson said, "Clearly, it
could act as an accelerator for deals
that are in the execution stage or well
along."

In the short term, however, "it's not
necessarily going to create new mar-
riages from scratch," he added.

Meanwhile, John Bailey, a partner
with PricewaterhouseCoopers in
Chicago, said he believes that cutting
the goodwill period ultimately will be
an even bigger issue than eliminating
pooling for the industry.

"Particularly with the property/ca-
sualty companies, you tend to gener-
ate a fair amount of goodwill on these
deals," with the preponderance of
deals calling for amortization periods
toward the high end of the 40-year
limit, Mr. Bailey said.

Some observers say that, ideally,
deals should be made because of their
intrinsic economic value, not because
of the availability of a particular ac-
counting method.

"I'd like to think the accounting tail
would not wag the dog," said Paul
Malvasio, managing director, chief fi-
nancial officer and treasurer for
Greenwich, Conn.-based Risk Capital
Reinsurance Co.

"Most acquirers don't use account-
ing to make or break transactions.
Usually, there are more fundamental
questions involved," said George
Cochran, managing director at Chica-
go-based Cochran, Caronia & Co., an
investment banking firm specializing
in the insurance industry.

"l think you're going to continue to
see significant premiums paid for
good assets" regardless of the ac-
counting method used, said John
Wicher, managing director of the
San Francisco-based investment

firm of Russell Miller Corporate Fi-

nance Inc. Eli



FaAx 860-229-1111

WE’VE INSTITUTED

A NEW POLICY

THAT WILL PROVIDE
U]
z _
2 SURETY BONDING
1]
. ON ONE CONDITION.
5
m

YOURS.

0
0
0
N
N
3 A
0
0
11}

ACSTAR has developed a reputation for writing difficult surety. But difficult bonds don’t always
mean high collateral. Now we can write a bond to your needs — with or without collateral. So,
whether you need coverage for a standard or difficult case, find out why we want to become

your “go-to” company. Give us a call at 860-224-2000 to set something up — on your terms.

¢ BONDING ¢ RATED EXCELLENT BY A.M. BEST

® TREASURY LISTED ¢ LICENSED NATIONWIDE

WHEN NO ONE ELSE CAN DO.




8 / Business Insurance, May 3, 1999

Opinions

Drug costs and common sense

OLITICIANS AND REGULATORS should leave to
the experts decisions on what drugs should be in-
cluded in health plan formularies.

The kind of second-guessing of health care management
being done by some states-most notably California-has
the potential to significantly raise health plan costs with-
out guaranteeing a corresponding increase in the quality of
care provided to plan participants.

More than a dozen states are considering legislation that
would restrict the ability of health care plans to alter their
own drug formularies. Bills under consideration would
variously require continued coverage of drugs that have
been dropped from formularies, require coverage of a drug
not previously on a formulary if a member's physician
takes mandated steps, or restrict generic substitutions for

brand-name medicines.

As we report this week, California regulators have gone
so far as to order five HMOs to reinstate a handful of
medicines that they had planned to drop from their formu-
laries. The regulators gave no explanation as to why those
specific drugs must be reinstated and gave the health plans
no opportunity to explain their decisions.

We can understand that state officials are sympathetic
to the complaints of citizens about the high cost of pre-
scription drugs, especially those that are not covered by
private health care plans.

State officials should recognize, however, that private
health care plans are under no mandate to provide cover-
age of prescription drugs. They offer such coverage to be
competitive, and the market ultimately will be the best reg-
ulator of whether a plan provides adequate coverage of
necessary medicines.

If a health plan were to adopt the irresponsible strategy
of cutting all but only the lowest-cost drugs from its for-
mularies, we believe employer purchasers would respond
by moving to other plans that do a better job of managing
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It also is worth noting that simply because a drug does
n6t appear on a health plan's formulary does not mean it is
unavailable to a participant. Many health plans continue
to provide coverage of drugs that are not on their formula-
ries, albeit at a higher copayment to the plan participant.

Prescription drug costs currently are rising at double-
digit rates and are a leading component behind the rising
cost of health care coverage. Health plans and benefit man-
agers will surely focus much attention on reining in rising
costs through various strategies in the months to come.

If state lawmakers obstruct health plans' ability to bal-
ance the medical efficacy of covered medicines with their
cost, then the unfortunate result may be no coverage at all.
That certainly would not be in their constituents' best in-
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Letters

terests.

The cost of not treating mental illness

To the editor: Employers that are expe-
riencing health plan premium increases in
1999 would be smart to look at one of the
last unmanaged and uncovered health
diseases: severe mental illness.

Studies show that 20% of all families in
the United States are affected by severe
mental iliness, yet most health plans re-

strict or exclude coverage for severe men-
tal illness.

In the United States, the direct annual
cost of unmanaged severe mental iliness
approaches $70 billion, and the indirect
costs are more than $200 billion. Employ-
ers and their health plans could realize a
significant reduction in their total health
care costs by covering severe mental ill-
ness with appropriate quality care.

Severe mental illness is a small, well-
defined group of diseases that includes
schizophrenia, extreme depression and
bipolar disorder. Statistics for unman-
aged severe mental iliness indicate a 25%
suicide rate, a 50% substance abuse rate,
and 90% unemployment. A severe illness
begins in adolescence and continues
throughout the life of the patient. Recent
medical research indicates that severe
mental illnesses are genetic, biological
diseases, just like heart disease and dia-
betes. These life-threatening, lifelong
physical illnesses can be disabling if not
managed.

Current studies show that health plans
that treat severe mental iliness as they do
any other physical illness, with managed

but unlimited coverage, can significantly
reduce total health care costs. The advent

of effective new medications has acceler-

ated this trend. Prior estimates on the

high financial costs to manage severe

mental illnesses were based on fee-for-
service models that are no longer valid for
a market dominated by managed care. It
is more cost-effective to pay for $100-per-
day outpatient therapy, coupled with the
more effective new drug medications,
than to pay for the emergency room visits
and the $2,000-per-day psychiatric hospi-
tals that health plans presently cover.
Employers and health plans must begin
to monitor the quality of severe mental ill-
ness protocols. Quality protocols include
early-detection programs in pediatrics
and in young-adult medicine; multidisci-
plinary diagnosis using state-of-the-art
neurological tools; medical management.
patient compliance with medications; pa-
tient-friendly case management; intensive
outpatient therapy; rehabilitation; and, if

needed, specialized inpatent programs.

Because health plans are unwilling to
cover severe mental illnesses, employers
must demand that federal and state laws
be enacted; current laws be strengthened;
and health plans be required to end the fi-
nancial waste, the stigma and the discrim-
ination that Americans with severe men-
tal illnesses face.

Managing severe mental iliness is more
than cost-effective; it is the right thing to
do.

William Dodge
Alameda, Calif.

Mr. Dodge has a daughter with
schizophrenia and is a member Of the Cal-
ifornia Alliance for the Mentatty Itt and
the National Alliance for the Mentally Itt.

Legislating' by U.S. courts
IS necessary in some cases

To the editor: Mark A Behren's April 5 let-

tion. A judge must meet many requirements:

ter criticizing the courts for "legislating” is graduating from law school-often only af-

simplistic and flat-out wrong.
Under the Constitution, as he says, the

main role of the courts is to interpret, not
make law. Yet at times a court has no choice

but to legislate.
When? When considering a statute that is
internally inconsistent or silent on who has

ter receiving a college degree; practicing law,
usually for many years; earning the respect,
while practicing, of peers and public officials
who appoint or nominate judges; and getting
confirmed.

Thus, a senator or member of Congress has
the luxury of leaving a gap or two in a

the burden of proof or just what level of evi- statute, or of deliberately omitting some

dence is needed, or what to decide in cases

needed provision in the face of political grid-

Congress never anticipated when enacting lock. The judge, however, cannot do so. He or

the statute.

A senator or representative must meet only
one requirement: getting at least one more
vote than any opposing candidate in an elec-

she is always aware of the fact that the role
of a judge is to judge

Nathaniel B. Taft
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Patents

Continued from page 3

"The entity that creates the
patent and the knowledge basis be-
hind it is not usually the entity that
commercializes it, " he said.

In patent infringement litigation,
defendants typically attack the valid-
ity of the plaintiff's patent, say legal
and insurance sources. The burden of
proof in such litigation rests with the
defendant, they add.

"If it's litigated, validity will always
be an issue," said Joel S. Goldman, a
partner with Troutman Sanders
L.L.P. in Atlanta, whose specialties
include intellectual property and
patent litigation. Mr. Goldman noted
that patent litigation is expensive.

However, some disagree that all
patents traded are risky.

"The name of the game is to get a
patent. Once you have the patent,
from a litigator's perspective, the risk
is minimized," said Michael Aber-

Jones

Continued hom page 3
ability payment based on the degree
of disability.

Medical bills would be paid by the
employer, "probably on a more timely
basis,"” added Mr. Mwley, because
there wouldn't be a delay for deter-
mining whether the employer was
negligent.

Under the Jones Act, until there is a
legal settlement, benefits for lost
wages can be less than they would be
in traditional workers comp insur-
ance, as the shipowner can decide
what to pay the injured person while

nathy, a partner with law firm Bell
Boyd & Lloyd in Chicago.

However, he stressed that an im-
properly issued patent could bea risk.
The key to getting a good patent is to
make sure it is carefully drafted, he

'Fortune 500 companies
areaware that intellectual

properly is becoming their
most important asset,’
says William Hoffman.

added.

The U.S. Patent and Trademark Of-
fice, a division of the Department of
Justice, requires three conditions to be
met to grant a patent, Mr. Hoffman
said. The product must be novel, must
have utility and must not be obvious
in view of prior innovation, he said.

When a patent is issued, there is a

the case is pending.

Fred Schall, a senior vp with Aon
Natural Resources, a division of Aon
Risk Services in Houston and a spe-
cialist marine broker, is in favor of
modifying the Jones Act, but he is
skeptical that bringing in the RIMS
task force is enough to achieve that.

He said Congress lacks the will to
make the changes and it would take at
least the backing of a powerful mem-
ber of Congress-which the proposals
lack-to have any chance of success.

Mr. Schall said he agrees that the
proposed changes "would reduce le-
gal costs, would make the system a lot
more streamlined and efficient..

.would take a lot of the burden off

— = _ —m = —

statutory assumption of validity, said
Mr. Hoffman. However, "the PTO
doesn't make any promises about a
patent, " he added. Patents are sold
"as is."

Having insurance coverage be-
comes important when patents are
contested, said Peter Gilster, partner
with Blackwell Sanders Peper & Mar-
tin L,L.P. in St. Louis. The law firm
focuses on intellectual property issues.

Likening patents to property, Mr.
Gilster said, "Even in the best of cir-
cumstances. you don't know what
the hidden defects are.”

Mr. Hoffman said he expects to see
more interest in insuring intellectual
property risks.

"Most Fortune 500 companies are
aware that intellectual property is be-
coming their most important asset."”
said Mr. Hoffman. "And while it's the
most important, it's almost complete-
ly uninsured."

The Patent & License Exchange
will hold its first online patent auction

on Sept 1. Eln

vessel operators" and would allow in-
jury cases to be handled "a lot more
expeditiously."

Mr. Murley maintains there is a bet-
ter chance of achieving the desired
modifications with RUVIS backing
than in previous efforts, in which
RIMS was not involved. "We're a
large organization, and there's power
in numbers," he said.

He said previous moves to seek such
modifications in how seamen injuries
are handled have always gotten
lumped together with other proposed
amendments to the Jones Act that
aren't related to injuries. All the
amendments then get defeated as a
group, Mr. Murley said. Enl
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Airports

Continued from page 3

about 14 minutes af'car the crash
from their location around 10
miles away. "By that time," the
report says, "both places were en-
gulfed in flames."

FAA regulations do not require
an airport of the size cf the Quin-
cy facility to staff airport rescue
or firefighting units. the report
points Out.

Following the accident, the Na-
tional Transportation Safety
Board recommended shat the FAA
extend its staffing requirements
to "all airports serviced by air-
craft having 10 or mc,re passen-
gers seats and find ways to fund
such protection,” the report
states. "To date, the FAA has not

followed these recommenda-

tions. "

The Airports Council Interna-
tional North America. an associa-
tion of airport operators in the
United States and Canada, takes
issue with the report's call for ad-
ditional staff and for other
changes.

The FAA thoroughly studied the
issues of staffing and response
time before setting its regulations,
said Bonnie Wilson, senior direc-
tor of airport facilities and ser-
vices for the Washington-based
council. And, she said, "it isn't an
issue that has been ignored by the

industry."
Airline crews and airport per-
sonnel are trained to respond

quickly to emergencies and to
meet the FAA standards of re-

sponse time, Ms. Wilson pointed
out. "To discount that was kind of
distressing," she said.

Ms. Wilson said the report over-
stated concerns regarding rescue
and firefighting conditions at air-
ports. "which is unfortunate, be-

ing fires inside crashed aircraft.
Other chanRes call for regulations
requiring firefighters to respond
to structural fires and medical
emergencies al airports and to re-
ceiTe training to handle haz-
ardous material releases and ter-
rorist incidents.

The IAFF spokesman said the
recommendations
come as a surprise to the FAA, be-
cause firefighting groups and oth-

should not

The FAA standards 'are adequate to
address aircraft firefighting and rescue,’
says Spencer Dickerson of the American
Assn. of Airport Executives.

cause there is always room to im-

prove."

The report points out "Current
Federal Aviation Administration
regulations do not provide for
firefighters to rescue passengers
or extinguish fires inside an air-
plane. So, when aviation acci-
dents do occur at airports, the re-
sults are more devastating and the
loss of life is greater than neees-
sary."

The coalition would like to see
airport rescue and firefighting
personnel take on some additional
duties, including that of suppress-
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ers have pressed for them for
years.

Copies of the report were sent to
members of Congress; the coali-
tion hopes the lawmakers will
"put pressure on the FAA to move
on some of these issues" if the
agency doesn t undertake them on
its on own, he said.

Rescue and firefighting person-
nel at many airports already han-
dle some of the responsibilities
the report says they should take
on, according to Spencer Dicker-
son, executive vp of the American
Assn of Airport Executives in
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Alexandria, Va.

For example, many airport fire-
fighters already respond to struc-
tural fires and hazardous material
incidents, he said.

Mr. Dickerson said he believes
the FAA standards "are adequate
to address aircraft firefighting
and rescue." And "Many airports
exceed the FAA standards and re-
quirements, ' he added.

Airports' readiness varies from

facility to facility, according to
those responsible for airport safe-
ty.
"San Francisco has its own pro-
cedures, which far exceed those
by the FAA," said Marge Layne,
risk manager at San Francisco In-
ternational Airport.

Many regulations promulgated
by the FAA are -obsolete,” she
said. ' Fire and safety is just one
issue. '

Airport fire and rescue services
at the San Francisco airport are
provided by the city's fire depart-
ment, which operates units at the
airport. Ms. Layne explained.

In Dallas, concerns have been
expressed by Dallas Fire Depart-
ment Capt. George Freeman that
the city's fire station at Love Field
airport is understaffed and that
personnel are working without
the training and equipment that is
necessary to save passengers in
the event of a crash (BI, March
15).

The city's risk manager has

countered that the city does not
share Mr. Freeman's concerns be-
cause the airport, which is on the
outskirts of downtown, meets
FAA standards.

Further outside the city, Dal-
las/Fort Worth International Air-
port goes beyond FAA standards
and already accomplishes much of
what the coalition report calls for,
according to Fire Chief Alan
Black of the airport's Department
of Public Safety.

"l like to say we meet and ex-
ceed them," Mr. Black said of the
FAA standards.

Regarding the report's recom-
mendations, Mr. Black said fire-
fighters and rescue personnel at
the airport are already prepared
to respond to structural fires, haz-
ardous material incidents, medi-
cal emergencies and acts of ter-
rorism.

A year ago, Mr. Black reorga-
nized the fire and crime units at
the airport to have a force of three
highly trained fire and rescue per-
sonnel available to respond to
crashes. According to Mr. Black's
plan, the force would be joined by
other units that are cross-trained
in firefighting and rescue but
whose usual responsibilities are to
fight crime at the airport.

<

The coalition report is available
on the World Wide Web at

www.iaff org/acrobat/airportsafe-
ty pdf.
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Agent/Broker Topics

Relationships crucial in competitive market AceNcYINSURER

By GAVIN SOUTER

insur-

ty/casualty
ance market condi-
lions are shaking up
the relationships be-
tween agendes and

insurers.

On the one hand, because of the
soft market insurers are eager to win
rivals' business and are prepared to
work with agendes to do so. By of-
fering onsite underwriting support,
Internet-based underwriting and

VEBEARETLANRERIR

marketing support, insurers are striv-
ing to help agents thrive and pro-

duce more business.

On the other hand, insurers that
flit in and out of certain lines and
the growing number of insurers
seeking to increase business with al-
ternative distribution systems are
straining some agent relationships.

Relations between insurers and
agents generally are improving--or
at least not worsening-according to
a recent survey by the Independent
Insurance Agents of America.

The survey, released in December

LEERA TR e

have provided surety bonds for large and small contractors
and developers throughout the U.S.

"Amwest has been very good at broadening their scope

and they work very well with us. We've bonded projects that

at first seemed impossible to do. But Amwest has always
been able, willing and flexible enough to make it happen.

" don't expect to get a "yes" with every case | submit to

a surety. But if | think it's a good risk, I'll fight for my

Affiliate, National Association of Surety Bond Producers
Member, Surety Association of America

1998, is a qualitative study of 48

state leaders of the IIAA's state associ-
ations. It found that 3596 of respon-
dents felt that the overall state of
their relationships with insurers had
improved over the past two years;
33% felt their relationships had
stayed the same; and 21% felt their
relationships had worsened. In addi-
tion, 10% felt that their relationships

had improved with regional compa-
nies but had deteriorated with na-

tional insurers.

Agents who reported improved re-
lations are benefiting from the cur-

rent competitive environment, in
which insurers are facing severe diffi-
culties as they seek out more busi-
ness, saidJeffreyM. Yates, chief exec-
utive officer for industry and state
relations at the Ili\A in Alexandria,
Va.

"Some of the most positive things
that insurers are doing are when
they give hands-on assistance to
agents," he said.

For example, insurers are more
often sending underwriters on visits
to agents, and occasionally under-
writers work with agents in the

accounts. | enjoy working with Amwest because they hear
me out. And they try to find ways to write the bond, rather
than giving me reasons why they can't

"When it comes down to it, people are the difference
between sureties. The people at Amwest understand that
surety is a team effort, and that we must all work together.
That's the way we get the job done. And that's why | do

business with them."

Dick Adair

AAMwest

Amwest Surety Insurance Company

www. amwest.com

RELATION S

agents' offices for extended periods,
Mr. Yates said.

"l think companies are finding
that the best way to develop a strong
franchise is to develop good relation-
ships (with agents)," he said.

Other support services that agents
currently are receiving from insurers
indude education and training,
marketing, automation, and finan-
dal support for acquisitions, Mr.
Yates said.

Increased underwriting support is
helping to improve relations be-
tween insurers and agents, agreed
Kimberly Paterson, president of Cre-
ative Insurance Marketing, a consul-
tant in Redbank, NJ.

More companies are appointing
production underwriters, who are re-
sponsible for developing business,
she said.

"Companies are putting the un-
derwriters in the agents' offices, and
they sit down with the agents and
go over expiration dates and re-
newals and see what they can do to
win that business," Ms. Paterson
said.

Some insurers also are realizing
that the best way to win more busi-
ness is to offer more coverage under
existing polides, said Paul Breen,
commerdal insurance manager at
Metro West Insurance Agency in
Needham, Mass., and a director of
allMass Group Inc., a network of in-
dependent agents.

"The business insurance market is
shrinking because independent
businesses are being taken over by
chains or going away, so insurers
can only grow by enhancing their
products," he said.

By offering coverage that normal-
ly would require an endorsement
under a conventional business own-
ers policy, such as glass coverage, in-
surers can win business from com-
petitors, Mr. Breen said.

Technological improvements also
are enhancing relations, said Ms. Pa-
terson.

For example, more and more in-
surers are offering quotes over the
Internet or allowing agents access to
insurer systems to obtain underwrit-
ing and daims information, she
said.

In particular, computerized cover-
age submissions and policy issuance
are helping agents in their jobs, she
said.

"In the pre-technology days, they
would have to enter all the policy in-
formation and then the company
would enter it again, and inevitably
it would come back with mistakes,"
Ms. Paterson said.

One computerized program that is
making life easier for agents and
winning more business for the insur-
er is Reliance National Insurance
Co.'s CyberComp program, said Bob
Arowood, vp and principal at Insur-
ance Services Group, an agency in

Clinton, Tenn.

See Relations on page 12D
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Continued from page 128
Agents can use the program to
obtain quotes and bind workers

compensation coverage through
the Internet for small and medi-

um-sized accounts.

CyberComp offers coverage for
companies with fewer than 50
employees. The maximum gross
premium is $100,000; the mini-
mum varies by state, but can be as
low as $1,500, said Mark Benson,
executive vp of CyberComp in
Lawrenceville, NJ., which is a

unit of Reliance.

The average premium for risks

placed via CyberComp is $10,000,
Mr. Benson said. As of Dec. 31,
1998, Reliance had bound 8,149
policies and more than $100 mil-
lion in gross premiums through
the CyberComp program, he said.
The first policy was bound in Au-
gust 1997.

The program greatly simplifies
the process of securing workers
comp business, said Mr. Arowood,
who has been using CyberComp
for more than two years.

Under the program, agents can
contact the CyberComp Web site,
enter responses to a set of under-
writing questions, obtain a quote
and bind coverage within a few
minutes, he said.

Prior to the development of the
CyberComp program, the process
could take several weeks as agents
and insurers submitted informa-
tion and negotiated price by mail
or fax, Mr. Arowood said.

Although there is no way to ne-
gotiate under CyberComp, that is
more than made up for by the
program's increased speed, Mr.
Arowood said. Using CyberComp,
agents can quickly secure a piece
of business that might only gener-
ate a small amount of income,
and then move on to other busi-
ness, he explained.

The CyberComp quote is usual-
ly not the cheapest in the market,
but it is "competitive," Mr.

Arowood said.

"There are other markets that

are cheaper, but it is a case of tak-
ing the path of least resistance,”
he said.

And policyholders are prepared
to pay a bit more in return for re-
ducing the time it takes to buy
compulsory workers comp cover-
age, Mr. Arowood said.

"Most clients don't want to buy
comp insurance anyway, so for
them the one that gets the deal
done fast is the one they'll take,"
he said.

The program was designed to
speed up the process and enable
both Reliance and the indepen-
dent agents to make more money

HABIT S
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from small account business, said
Mr. Benson of Reliance.

Reliance plans to launch a simi-
lar online program for marketing
small business owners policies
later this year, he said.

Other insurers already are offer-
ing small business owners cover-
age over the Internet and, again,
such programs greatly simplify
the process of obtaining coverage,
said Mr. Breen of Metro West.

For example, Fitchburg Mutual
Insurance Co. in Fitchburg, Ma.,
issues to agents a CD-ROM of rat-
ing information for its business
owners policy. The agents can ob-
tain a quote through the program
and then submit the coverage re-
quest to the insurer over the Inter-
net, he said.

The process works well for small
risks, but larger or more complex
risks still need to be negotiated,
said Mr. Breen.

"It makes things quicker for the
agents and less expensive for both
of us," said Bob Anderson, vp-
marketing at Fitchburg Mutual.

Other efforts by insurers to im-
prove relations with agents in-
clude providing marketing sup-
port services, said Ms. Paterson of
Creative Insurance Marketing.

This might include supplying
an agent with marketing material
for a trade show or providing
other marketing material for an
agency to use from its office, she

said.

Traditionally, these marketing
materials often have included the
insurer's name, Ms. Paterson said.
Now, however, more agents are
requesting materials that promote
only the agency, she added.

In response to that issue, The
Hartford Financial Services Group
Inc. is making available marketing
material that does not contain
The Hartford's logo, said Mark
Lange, senior vp of sales and mar-
keting for agency personal lines in
Hartford, Conn.

The package contains newspa-
per and Yellow Pages advertise-
ments, direct mail materials, press
releases and tapes of radio ads, all
of which promote independent
agents. These materials all can be
easily customized to include the
name of individual agencies, Mr.
Lange said.

"There are a lot of ads out there
bashing independent agents and
saying that they don't add value,
so we decided to come up with
ads that agents could use to
counter that," Mr. Lange said.

By issuing the ads, The Hartford
hopes to strengthen its relation-
ship with independent agents. Al-
though the ads do not contain
any references to The Hartford,
the insurer still should secure
more new business through them,
he said.

Despite the number of agents
who are seeing improved relations
with insurers, there still is a sub-
stantial number of agents who say
their relations with insurers are
deteriorating.

The agents that reported wors-
ening relations with insurers in
the IHAA

often are

survey

See Relations on page 12F
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Continued from page 12D
concerned about insurers develop-
ing multiple distribution systems,
such as subsidiaries that engage in
direct marketing of insurance via
telephone, said Mr. Yates of the
ID\A.

Also, some insurers are causing
friction by increasing the minimum
premium requirements for the ap-
pointment of agents or for agents'
partidpation in profit sharing pro-
grains, Mr. Yates said.

In addition, mergers and acquisi-
tions among insurers are causing
problems for agents, as combined

entities occasionally pull out of lines
previously covered by one of the in-
surers. It also can become unclear
after a merger or acquisition which
people the agents should be dealing
with at the combined company, Mr.
Yates said.

Mergers and acquisitions are the
primary focus of some insurers, and

that focus often leads to worse rela-

tions with agents and customers,
said Ms. Paterson of Creative Insur-

ance Marketing.

"The focus seems to be'How can |
merge with the next company and
get economies of scale or cut expens-
es?' That is not focusing on the cus-
tomer," she said.

Publidy traded insurers often have

more trouble maintaining good rela-
tionships with agents, said Mr.
Arowood of Insurance Services
Group.

"There is such pressure on their
stock that it is difficult for them to
maintain a long-term focus," he
said.

Often small- and medium-sized
mutual insurers offer more stability
to agents than national insurers, Mr.
Arowood said. Large insurers are
more inclined to move in and out of
markets frequently in search of more
profitable business to improve their
quarterly financial results, he said.

"But when you have a lot of small-
er items, what you are looking for is
stability in a carrier," he said. Ell

CPCU PREFERRED.

"As one of the first women in commercial insurance sales,

| felt the CPCU designation gave me immediate credibility

and the knowledge and confidence needed to succeed.

Now. 90 years later, | still consider the CPCU designation

one of my most important insurance achievements."

Louise C. Canter, CPCU, ARM

Senior Vice President, Patterson/Smith Associates
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i ihetheryour agency insures big city office buildings orsmall town

homes, you need employees with the insurance and risk management

expertise that is synonymous with CPCU, the property and casualty insurance

business's premier professional designation. The American Institute for CPCU

confers this prestigious designation. Itsignifies extensive knowledge of the

insurance mechanism and the business world in which it operates. Ir requires

industry experience and a commitment to ethical behavior. CPCUs who join

the CPCU Society go one step further. They have access to a network of other

insurance professionals who promoteand supportcontinuing education,

professionalism, and industry and community service.

There is no substitute for CPCU.

SOCIETY

AlCPCU
— 1 _ —

AMMCAN INmivri e
FOR GARTS#D PROPERTY

CASUALTY UNDRW.-ms

For more info, call(800) 644-9101 (AICPCU) or (800) 939-CPCU (CPCU Society).

Companies banking
on financial services

modernization law

By RODD ZOLKOS

ne of the hottest
issues shaping in-
surer-agency rela-

tions in recent

years-finandal

modernization
legislation that would allow banks to
sell insurance-is heating up once
again.

The House Commerce Committee
was to begin hearings on the House
version of the legislation in late
April, while Senate Majority Leader
Trent Lott, R.-Miss., has indicated
passage of a Senate financial mod-
emjzation bill was high on his list of
priorities.

Jockeying between the House and
Senate over who should move first
on the legislation, along with high-
powered criticism of some of its de-
tails, threatened to derail action on
the measure this spring, however.

Still, as insurers and agents have

become increasingly aware, the at:-
sence of a new law doesn't mean

k AGENCY/INSURER

RELATIONS i

progress won't continue toward the
integration of banking and insur-

Last year's $70 billion megamerger
of Citicorp and Travelers Group into

Citigroup Inc. was a dear indication
that bank/insurer combinations

would move forward without wait-
ing for a new federal law eliminating
the Glass-Steagall Act's prohibition

on bank, insurance company anc
securities dealer affiliation.

Financial services reform bill H.R

10 died last year with the end of the
105th Congress. But new legislation
was quickly introduced as the 106th
Congress began.

See Banks on next page
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With those facts in mind, both in-
surers and agents have been dosely
studying the new environment and
looking for ways to maximize their
chances of survival.

Often, that means finding some

way to partner with banks that seek
to involve themselves in the insur-

ance business.

"Our membership is being affect-
ed by this, as is the membership of
many other trade associations, in
that we have increasing bank in-
volvement by our member firms,"
said Joel Wood, senior vp-govern-

ment affairs at the Council of Insur-

ance Agents & Brokers in Washing-

ton.

"I would say that nearly every one
of our member firms has been con-
sidering the benefits or disadvan-
tags of affiliating," Mr. Wood said.

Those affiliations can take various
shapes, such as the outright sale of
an agency to a bank or a partnership
or joint venture between agents and
banks. "There are all types of poten-
tial relationships out there," he said.

Meanwhile, among insurance
companies, "l think every responsi-
ble insurance company is looking to
banks for opportunities,” Mr. Wood
said. "This would have been heresy
to say five years ago, but it is widely
accepted that banks are a viable mar-
keting tool for many insurance
products."

James J. Kilbride, chairman and
chief executive officer of Portland,
Maine-based Morse, Payson &
Noyes Insurance agency and co-
chair of the Council, said he believes
most agents understand insurance
companies' interest in examining
the distribution possibilities offered
by banks.

"The larger agents are not troubled
by that," he said. "They recognize
that the insurance companies have
to use multiple channels of distribu-
tion.

"They may not like it, but they
certainly understand it," Mr. Kil-
bride said.

His own agency chose to sell to a
bank in 1997, and thus far the move
has proved very successful, provid-
ing the agency with greater resources
than it otherwise would have had,
Mr. Kilbride said.

"Ifs a tremendous opportunity if
you can partner with the right bank
in the right geographical area," he
said.

While partnering with banks is
one way to go, some insurance com-
panies are taking a different ap-
proach, looking to create their own

banks.

The members of the Indianapolis-
based National Assn. of Mutual In-
surance Cos. have taken that ap-
proach with the formation of
NAM[C Bank Maintaining a viable
agency system of product distribu-
Mon was a key factor behind the

Through the bank, the organiza-
tion reasoned, NAMIC could pro-
vide agents that distribute members'
insurance products a number of fi-
nancial products for distribution as
well, allowing them to compete

with banks getting involved in the
insurance business.

"NAMIC as a trade assodation is
interested in preserving the mutual
insurance concept as well as the in-
dependent agency system as a distri-
bution system," said David T.
Fronek, president and CEO of
NAMIC Bank.

NAMIC Bank is in the final stages
of its federal chartering process; Mr.
Fronek said he hopes it will be up
and running before the end of the
year. Initially its offerings will likely
be limited to consumer and real es-
tate loans, though deposit products
might be added to the menu later.

"We think that the model has va-

lidity to it, and we'll just have to wait

and see," Mr. Fronek said. "There are

a number of insurance companies in

the process of organizing finandal
institutions.”

The Council's Mr. Wood agrees
that there is an interest on the part
'It's not far down the

road where banks will

adually be able to take a
piece of the risk:
- James J. Kilbride

of some insurers to help agents re-
main competitive in the face of bank
involvement in the insurance busi-

ness.
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"Some companies have chosen to
go the route of strengthening their
relationships with their existing
agency forces at the cost of foregoing
opportunities with banks," he said.

More insurers, however, seern to
be looking at the opportunities they
might have to tap banks as a distri-
bution mechanism, he said.

"l think there are many insurance
companies that are deeply con-
cemed with 'What happens rf H.R.
10 doesn't pass? Mr. Wood said.

In the absence of broad, ccmpre-
hensive legislation, Mr. Wood said
he thinks the federal comptroller of
currency will push for banks having
some sort of insurance undelwriting
ability.

"There is a deep concern among
many insurance companies that
through loopholes involving operat-
ing subsidiaries, the comptroller of
the currency will allow banks to en-
gage in insurance underwriting ac-
tivities, putting insurance compa-
nies at a deep competitive disad-
vantage," he said.

"It's not far down the road where
banks will actually be able to take a
piece of the risk,” agreed Mr. Kil-
bride.

Mark Olson, partner and national
director of regulatory relations at
Ernst & Young L.L.P. in Washing-
ton, agrees that delays in passing fi-
nandal modernization legislation

See Banks on next page
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won't stall integration of banks
and insurance--and in fact,
might have the oppos_te effect.

"Every time we've seen legisla-
tion stall, we've seen regulators
act in one way or another," Mr.
Olson said. "Citicorp-Travelers
came when the legislation
stalled.™

"Anytime the legislative process
stalls, what you'11 see is regulators
acting on applications," he said.
"AnNnd that's how most of the
progress has been made ovel the
past 15 years."

Some regulators, actually, are
among those offering the most
heated criticism of the current
wording of the financial modern-
ization legislation on Capitol Hill.

The Securities and Exchange
Commission has weighed in with
criticisms, Mr. Olson noted, and
the National Assn. of Insurance
Commissioners recently submit-
ted its own list of suggested

amendments to the legislation to
the House Commerce Commit-

tee.

"So what we're finding. . .is that
the (parties) most determined to
have some input into the bill are

the regulatory agencies, even
more so than the industries them-

selves,” Mr. Olson said. "It's a turf
battle.™

The NAIC's amendments focus

on the issue of insurance regula-
tion, with the insurance regula-
tors contending the legislation as
currently worded would erode the
existing system of state-based reg-
ulation.

That's a concern long voiced by
the National Assn. of Indepen-
dent Insurers, which is backing
the NAIC's proposed amend-
ments, according to Robert Dib-
blee, senior vp in the NAIl's
Washington office.

"We feel they've come forward
with a package of amendments

that are consistent with what we
want to do," Mr. Dibblee said of
the NAIC proposals. "We've been
working with the agents as well."
Voicing such concerns is an
area where insurance companies
and agents and brokers have
maintained good relations as fi-
nancial modernization legislation
moves forward, Mr. Dibblee said.
"We've worked together, the
two associations, and we are on
the NAIC package," he said. "This
is a package that was put forward
by the regulators, but we're work-
ing together in support of it."
The Council's Mr. Wood said
there is "tenuous agreement” at
present between insurance agent
and banking interests over safe
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harbors in the financial modem-
ization legislation; those safe har-
bors would protect state laws gov-
eming banks' insurance sales
activities from federal pre-emp-
tion.

A more significant issue con-
fronting the legislation, howevd,
is over the manner in which
banks engage in insurance under-
writing, and where in the corpo-
rate structure that underwriting
would take place, he said.

Currently, the versions of finan-
cial modernization legislation in
both the House and the Senate in-
volve a framework for creating a
financial services holding compa-
ny, with protections against the
activities of one affiliated compe-
ny under the holding company
drawing from the resources of the
others, Mr. Wood said.

But there is a question of which
activities can be done by an oper-
ating subsidiary of a bank vs.
what would have to be done by
an affiliate company, he said.
Under the current versions, insur-
ance underwriting is one of the
activities that would have to be
done by an affiliate.

"It's an evolving framework,"
Mr. Wood said, and the "rough
consensus” is that insurance un-
derwriting would not be allowed

in an operating subsidiary of a na-
tional bank. ia,

e Unique coverage enhancements
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Conflicts arise as distribution channels cross

By SALLY ROBERTS

/-7 .r-flo broaden their reach

'intoday's highly com-

petitive market, many

insurers that histori-

cally have used agents

and brokers to dis-

tribute their products are turning to

alternative distribution channels, in-

cluding a direct sales force, direct

marketing, finandal planners, the
Internet and banks.

Insurers are using as many distri-
bution outlets as possible to satisfy
clients' varying preferences for buy-
ing insurance.

But what happens when these var-
ious distribution systems represent-
ing the same insurer begin to com-
pete for the same clients?

It's called channel conflict, and in-
surers that have multiple distribu-
tion channels need to constantly
manage it, observers say.

"There is no quicker way to get a
distribution system upset" than to
add another distribution channel to
compete for the same clients using
the same insurer, said Mark Pucda,
managing director and chief criteria
officer at Standard & Poor's Corp. in
New York.

Mr. Pucda recently spoke about
channel conflict and other distribu-
tion issues at S&P's 15th annual in-
surance symposium, held earlier this
year in Phoenix.

Jeff Yates, chief executive officer-
industry and state relations at the In-
dependent Insurance Agents of
America Inc., said his organization
fields more inquiries and concerns
regarding the issue of channel con-
flict and muiltiple distribution than
anything else. "It is a highly emo-
tional issue for agents."

In some situations, Mr. Yates said,
insurers will provide "preferred
prices" for banks and other altema-
tive distribution channels that have
more dout than agents.

Insurers in general are sensitive to

channel conflict.

"Multiple distribudon systems is

not new to us," said Mike Davidson,
a vp in charge of the independent
agents organization of MetLife Auto
& Home in Warvvick, R.l., a sub-
sidiary of Metropolitan life Insur-
ance Co. "We have done a very
good job managing this over the last
10 years."

Methfe has five distribution chan-
nels: its captive agency force, known
as Metllfe agents, who sell life, auto
and home products; "P/C Special-
ists," who are captive agents that sell
property/casualty products; inde-
pendent agents; a group distribution
system to sell products through
company payroll deductions; and
direct-response via telephones.

"Every one of these distribution
systems is equally important to us,"
Mr. Davidson said.

At the same time, any one of those
distribution channels could have
crossover clients, he said. An agent
in MetLife's group distribution sys-
tem could enroll an employer into a
payroll deduction plan and one of

its empto-ees could be an existing
customer of a MetLfe agent, he ex-
plained.

Customers decide how they want
to buy insurance, MI. Davidson says.
"Some people like to buy from a
local business person," he said, refer-
ring to independent agents. Others
like to buy direct from captive
agents, while others would rather
have their auto and homeowners in-
surance deducted from their payroll.

While there have not been many,
Mr. Davidson said, when channel

conflicts do occur MetLife typically

resolves them through some sort of
compensation, he said.

One reason MetLife has been suo
zessful at managing channel conflic
.s good communication, he noted.
MYou've got to be honest and up
front" with the existing distributior.
force prior to adding another distri-
bution channel to the mix, he said

AnNn insurer needs to communicate

why the company is adding a distri-
bution channel and what value it
will bring to the company, he said.

Liberty Mutual Insurance Co. also
has managed channel conflict.

Prior to-une 1997, the Boston-
based msurer had only direct sales
agents. But then it shifted its captive
agents' focus to middle-market and
large commercial accounts from
small corrimerdal business, and the
insurer soon realized it was missing
out on a $60 billion small-account
market explained Frank Marziano,
president 01 the Commerdal Insur-
ance Holdings unit of Liberty.

Liberty Mutual found that the best
way to capture a "reasonable share
of that marketplace" was to turn to
independent agendes, he said.

AGENCY/INSURER

RELATIONS

To avoid channel conflict between

its captive agency force and its new
independent agency distribution
system, Liberty Mutual created
strategic business units with clearly
defined parameters,

For example, the Commerdal In-
surance Holdings unit handles ao
counts up to $75,000 in annual pre-

See (=nflict gn pnext page
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mium, and only through the inde-
pendent agency system. The Blisi-
ness Markets unit handles all mid-
die-market accounts, those with
annual premiums of $75,000 to $2.5
million, and strictly through Liberty
Mutual's direct sales force.

A vast majority of accounts over
the $2.5 million premium range are
handled by the direct sales force. The
remainder is handled by large na-
tional brokers. "There have been no
problems" with channel conBict in
that segment, Mr. Marziano said.

Independent agents, however, did
express concern at the beginning
that Liberty Mutual's direct sales
force would compete for their busi-
ness, he said. "We explained to
them how we were going to delin-
eate markets through size and distri-
bution source, and as time passed,
they were just fine," he said.

"We've had virtually no clashes,”

Mr. Marziano said. "Once we let
them know that we meant what we
said" in terms of the strict bound-
aries, issues were resolved. "We've
had no problems in over a year," he
said.

Schaumburg, lll.-based Zurich U.S.
also has a variety of distribution
channels, including independent
agents, captive agents, managing
general agents, direct sales and the
Internet, explained Tom Hite, execu-
tive vp-marketing. "We can sell simi-
lar kinds of products to the sarne
customer group and not be in com-
petition with ourselves," he said.

"Customers want to deal with us
in certain ways," whether through
the Internet, independent agents or
direct telephone marketing, he said.

The insurer is committed to a mul-
tiple distribution system, and Zurich
quickly tries to defuse any corilicts
that arise., Mr. Hite said. Ell
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P/C industry in the midst of its :pain phase'

Speaker describes how cheating phase' of 1998 is causing current market problems

BY JUDY GREENWALD

r7:r-Vhe property/casual-

'ty insurance indus-

try has gone from

the "cheating

phase" to the "pain

phase” of the insur-

ance cycle, with the "fear phase”

yet ahead, says a securities ana-
lyst.

VJ. Dowling, managing part-
ner at Stamford, Conn.-based
Dowling & Partners Securities
L.L.C., also described how the
great expectations from early last
year have since diminished. He
was speaking at the recent Na-
tional Insurance Symposium
Leadership Conference, held in

San Francisco and sponsored by
the Russell Miller Cos. and Swiss

Re.

Also speaking at a separate ses-
sion was Terry Broderick, presi-
dent of Charlotte, N.C.-based
Royal & Sun Alliance, who dis-
cussed the major opportunities
presented to global insurers by
globalization, technology, con-
solidation and capacity utiliza-
tion.

Mr. Dowling described the in-
surance industry's situation in
January 1998. Property/casualty
stocks then were trading at abso-
lute and relative highs, though
these prices "made no sense.”
Stock prices were based on ex-
pectations the industry couldn't
sustain. "You had new buyers
coming in" who expected fur-
ther consolidation between the
insurance and banking indus-
tries, he said.

Furthermore, 1997 saw the

Agent/Broker Topics
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lowest level of catastrophe losses
in more than a decade, while as-
bestos and environmental losses

accounted for less than one

point on the combined ratio. In
addition, declining yields were
not fully evident in reported re-
sults, and takeover speculation
was "rampant.”

Defining the period .as the
"cheating phase,” Mr. Dowling
said it was marked by prior-peri-
od reserve releases, aggressive as-

We do life and disability insurance: retirement plans and

sumptions for accident- year loss

ratios, and by a stretch to

achieve investment income

growth.

Furthermore, said
Mr. Dowling, prop-
: »*»p i erty/casualty insur-
42%, ers bought stop-loss

reinsurance "with

-1 TTY

the design to try
and obfuscate what was happen-
ing insofar as actual results.”

Other characteristics of this

"cheating phase" included nega-
tive underwriting cash flow, the
use of stock for acquisitions, and
stock buybacks at high levels.
"It's amazing,"” Mr. Dowling said
as an aside, that companies
bought back shares during this
time when today, when stocks
are selling at much lower levels,
companies claim they do not
have the money to buy back

shares "in order to take advan-

tage of 'mysterious' opportuni-

(Actual color may vary.)
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ties.”

Reality stepped in with last
year's results, which were
marked by a higher level of
catastrophes and lower invest-
ment yields. Companies in 1998
also failed to meet projected
earnings and there was "abso-
lute stock market carnage out
there" as stock prices declined.

This phase, the "pain phase,”
has been characterized by missed
earnings projections and reduc-
tions in estimates, the loss of in-
vestors' interest, the beginning
of reserve charges, big premiums
paid for unique franchises-such
as Chubb Corp.'s recent acquisi-

See Phase on next page

whites.
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tion of Executive Risk Inc. (BI,
Feb. 15)-and talk of the end of
the cycle, among other factors,
said Mr. Dowling.

During the next phase-
"fear"--executives start to lose
their jobs, and there will be a
pickup in merger and acquisi-
tion activity, said Mr. Dowling.
Layoffs also accelerate, he said.
"The industry still has too many
bodies," he said.

There also will be special re-
serve charges related to more re-
cent accident years and cuts in
dividends, and stock prices will
bottom out, said Mr. Dowling.
INn addition, the reinsurance
market will disappear, and the
alternative market will expand,
he said.

Speaking at a different session,
Mr. Broderick said the great
companies are excited by all the
opportunities in today's market,
while it is only the "not-so-great,

the unfocused, the strategically
unclear"” that are fearful.

Speaking about globalization,
Mr. Broderick said not every pol-
icyholder needs global capabili-
ties and that each is poised at a
different point along the devel-
opmental curve in this respect.
However, a growing segment of
clients who are mid-sized to larg-
er will require global capabilities,

he said.

'Insurers must do much

bettef with technology and

become much more

technologically adept.

- Terry Broderick

Mr. Broderick remarked that

even global companies still must
get "the job done on a local
basis.”

Discussing technology, Mr.
Broderick said a key question is
whether e-commerce will replace
or duplicate the role of the inter-
mediary. While this is a possibil-
ity for certain products, a sub-

stantial segment of the business
will still want the consultation

Bringing m
real estate clients

can be tough...

... choosing the
insurer

shouldn't be

GNY has been successfully insuring residential real estate for

85 years in the Metropolitan areas of New York City and in the

Insurance surrounding areas of Westchester, Nassau and Suffolk

from GNY:

counties and in New Jersey and Connecticut. That's

experience,
reliability

experience very few insurers can match. And with

and stability statutory assets of $464 million, a statutory surplus
of $175 million and a track record of profitability, that's the stability

you need. And we're "A+ Rated." We know the critical exposures-

from D&O to property and third party liability risks. GNY can be

the galvanizing force between you and your client. You work

hard to bring in your clients. We'll work hard

so you can keep them.

Greater New York Mutual Insurance Companies
Insurance Companies of Greater New York

A Stock Company

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

and advice of an agent or broker,
he said.

Resealck indicates, said Mr.
Broderick, that while price is the
single most important factor in
making insurance-buying deci-
sions, it remains the most im-
portant but becomes much less
important when taking into ac-
count the advice, counsel and
product knowledge of the inde-
pendent agent or broker.

Mr. Broderick also said "insur-
ers must do much bet er” with
technology and become much
more technologicallv adept,
using technology to access infor-
mation.

He noted that Royal & Sun Al-
liance's claims operarions can
use the Wbrld Wide Web to find
expert witnesses, gain access to
university libraries and gather
information about Y2K litiga-
tien, among other uses. Royal &
Sun also has begun preliminary
use of "Cybersettle" software,
which allows plaintiffs and de-
fendants in liability disputes to
submit settlement offers via the
Internet.

Mr. Broderick said insurers

have not invested more heavily
in technology because it is "hard

to make the case"” when the ben-
efit is information access, rather

than quantifiable savings. The
industry is going to have to

make a "leap of faith," said Mr.
Broderick.

Turning to insurer consolida-
tion, he noted -hat Oldwick
N.1.-Jased A.M. Best Co. has pre-
dicted that one-third of the
property/casualty groups exist-
ing today will relinquish their
independence within five years.

Porting to the failure of many
deals, however, Mr. Broderick
said more attenticn will be paid
in the future to the "cultural fit
of tte merging organizations.”

Mr. Broderick also said he does
not believe broker consolidation
has played out yet. "1&H i
Marsh/Sedgwick,"” Aon Corp.
and Willis Corroon Groug Ltd.
account for two-rhirds of the just
under $10 billion in revenue.
g.nerated by the top 100 bro-
k:rs, and it is "hard to believe”
that all the other 97 brokers will
remain independent, said MI.
Broderick.

He said while Royal does busi-
ness with the major players, re-
g.onal and mid-sized to large in-
dependents are
important” to the insurer as

well.

"critically

"We must ensure their success
not iust their survival," he said,
aiding that brokers have many
of the same capital requirements

as insurers and that while Royal
is not interested in troad owner-

CcJo

ship of its distribution capabili-
ty, the insurer is inclined to pro-
vide capital.

Mr. Broderick also discussed
capacity utilization and said the
"level of competition is not like-
ly to change in any material
way.'No "broad-based shifts are
likely," he added. The industry's
excess capital is manifesting it-
self in different ways, including
helping to explain the drive to
find new products, Mr. Broderick
said.

Also speaking at the same ses-
r.ion as Mr. Broderick was Brian
O'Hara, president and chief ex-

ecutive officer of Bermuda-based

XL Capital Ltd.

lin

Errors & omissions

Comments by Brian Duper-
reault, chairman, president
and chief executive officer of
ACE Ltd., as quoted in the
April 5 Agent/Broker Topics
were incorrectly directed at
the independent agency sys-
tem when he was discussing

middle-market business.

ACE's strategic vision has not
encompassed middle-maiket
business but that is not to say
ACE dismisses the indepen-
dent agency system.
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Perspective

ASK A BENEFIT MANAGER

What are some of the key items
that benefit professionals need to
focus on during 199977

There will be many areas that will
require our attention during 1999.
The general areas of focus in the
current year can be categorized as
legislative, health care, retirement
plannjng/financial education,
technology and strategy.

Let's examine the key issues

pertaining to each:

Legislative issues

As usual, it is very difficult to predict exactly what will
happen in Washington that will impact the employee
benefits community.

As a result of the distraction of the impeachment
proceedings and the continuing crisis in Kosovo, there may
be strong political needs to pass legislation to demonstrate
to voters that Congress is again focused on what needs to
be done.

The new speaker of the House has outlined four key
priorities upon which he wants Congress to focus. One of
those major priorities includes retirement and health
security, which would include review of Social Security
and Medicare programs.

The "Patients' Bill of Rights" for health care plans was
not passed in the last Congress, and there may be a
renewed emphasis in this area. In addition, President
Clinton has suggested additional tax breaks for long-term
care coverage. Also, health care costs are rising for federal
employees, and Congress may take action to control those
costs.

There are a few technicalitems upon which we need to
focus during 1999. One such item is the notice to health
plan enrollees under the Women's Health and Cancer
Rights Act of 1998. Under this act, by Jan. 1, 1999, plans
had to inform enrollees of coverage for reconstructive
surgery after mastectomies. Plans also had to provide such
notice upon enrollment for post-1998 enrollees, and there
must be an annual notice in all future years.

Also, by July 29, 1999, the summary of material
modifications or updated summary plan descriptions must
be furnished to participants and beneficiaries who enrolled
after Nov. 11, 1998, describing the requirements for
maternity or newborn infant hospital coverage under the
Newborns' and Mothers' Health Protection Act of 1996.
Mnally, there is the Dec. 31, 1999, deadline for adopting
plan amendments that comply with pre-1999 provisions of
the Taxpayer Relief Act of 1997, Small Business Job
Protection Act, General Agreement on Tariffs and Trade
and the Uniformed Services Employment and
Re-Employment Rights Act.

Health care

After several years of moderate increases in health care
costs, we saw a spike upward in health care costs in 1998
and a larger spike in 1999. One major reason for this is
that, over the past several years, we were able to control
our health care cost by shifting employees into managed
care. However, the majority of our employees now are in
some form of managed care.

Therefore, we will see little or no further shifting into
managed care. This will place additional pressure on
benefits professionals to find other ways to control health
care costs. We will need to work closely with the health
care plans to ensure that they are providing top quality
health care at a reasonable cost.

Health care plans no longer are lowering their prices to
obtain additional market sham, and they now are taking
hard stances on their rates. Prior to 1998, many health care
plans were buying business withlowerrates, which could
not generate profits. As profitability of some of the health
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care plans was affected, their stock prices declined. The
CEOs and CFOs of the health care plans will not allow this
to continue.

We also are seeing some backlash against managed care.
Many employees who feel that they were forced into
managed care are resisting some its practices, and
legislatures are taking up the cause of "patients' rights."
When | say that people were forced into managed care,
they may have been forced through pricing-the cost of the
indemnity plan may have been so high that it was not
acceptable.

Some employers have opted to cease offering anything
other than a managed care plan. In any case, we are seeing
state legislatures passing patient rights legislation, and
there has been considerable discussion about the subject in
Congress.

One element that is adding signicantly to the cost of
health care is prescription drugs. Many plans are
experiencing significant cost increases in prescription
drugs-in some cases, increases are in the 20% to 30%
range. As the baby boomers age, they are consuming more
prescription drugs. There also has been an increase in the
number of new drugs, which often are replacing lower-
priced drugs.

Advertising is contributing to employees' interest in
these new, higher-priced drugs. The pharmaceutical
industry is spending more than $1 billion on advertising
annually, and patients are requesting specific drugs that
they have seen advertised. If you have not done so, you
may want to consider implementing a managed
prescription drug plan.

Retirement planning/investment education

Six of the top 10 benefit issues identified by the
International Society of Certified Employee Benefit
Specialists focused on the area of retirement planning and
investment education. As more money flows into our
defined contribution plans, it is increasingly important
that employees, who are responsible for investing those
funds, understand how to invest.

Over time, the number of investment funds our plans
offer has increased significantly. The average number of
investment funds in defined contribution plans has
increased from three or four funds per plan to more than
eight, with many plans offering more than 10 funds. With
increased choices of investment funds, employees need to
understand these funds and how they should be investing.

According to a recent survey by William M. Mercer Inc.,
71% of organizations now offer some form of investment
education. This compares to 10% in 1996.

While the stock market has provided significant rates of
return, we also have seen increased volatility. My concern
is that employees will be frightened by market fluctuation
and will move out of equities at the wrong time.

As with any training or cornmunication to employees, it
is important that we continue to provide employees the
investment information that they need. | have seen too
many organizations implement a training program or a
communication campaign and then stop. We need to
understand that learning needs to be a continual process.
Ongoing training and education is critical. This is
especially true because our employees are sorting through
the communication they receive on a daily basis.

We cannot simply assume that employees read the
materials we send them. We need to come back to them
repeatedly to ensure we have truly communicated.

In the area of retirement plans, one area in which you
may have an intemst is cash balance plans. A national
group of cash balance practitioners is requesting guidance
from the IRS on cash balance plans. As you may know,
there currently is very limited guidance on such plans.

There has been a significant increase in the number of
these plans, and there appears to be increased concern
about the lack of IRS guidance. Also, there has been
increasingly negative press about cash balance plans.

Technology

Use of the Internet is critical to employee benefits. The
Internet and/or corporate intranets are a very effective

i .01/£*(38(613).-

way to communicate to our employees, and also am very
cost-effective. More employers are introducing Web sites
for their benefit plans, and employees can access these sites
to check on their speciSc accounts and process
transactions.

At Arthur Andersen, we implemented a Web site for our
employees for the profit sharing/401(k) plan during the
past year. Employees appreciated having the site. In fact, |
do not remember mceiving such positive comments from
employees about any other single benefits initiative in my

Previously, employees could access their accounts via
interactive voice response systems that allowed them to
hear their account balances. It is much more effective for
employees to see their account balances, either on screen or
by printing a copy of their account.

In addition to facilitating account and transaction
inqujries, Web sites can be very effective for
communication. Providing information about the benefit
plans is a natural function of the Web site. This would
include any updates on the benefit plans, plus providing
basics, such as summary plan descriptions.

One area to watch during 1999 are proposed regulations
on paperless administration of tax-qualified retirement
plans. Issued in December 1998, these regulations will

provide guidance as to what we can and cannot do on our
Web sites.

Strategy

Due to the nature of benefits, | see many benefit
managers focusing on the administration of benefits and
losing sight of why we offer benefit programs to our
employees. Very simply, we offer benefit programs to
attract and retain employees needed in our business.

We need continually to monitor whether our benefit
program is doing a good job of achieving this goal. In the
current market, we need to take every possible step to
ensure our programs are meeting our needs.

We should be checking with our line managers and
recruiters to determine whether there are any problems
with our benefits programs.

We need to determine whether we are falling short of the
competition in any areas, or if employees are not happy
with any of our plans.

We need to ensure that our benefit plans are helping our
organization meet its goals.

Materials in this article cio not constitute accounting,
tar, legal or bwiness advice. You should review your
specific situation with professional advisers.

Would you like advice from an experienced colleague ona
risk management, benefits management or actuariat problem?
Four quarterly features in the Perspective section Of Business
Insurance can give you some answers.

Ask A Benefit Manager, Ask A Risk Manager, Ask A Benefit
Actuan, and Ask A Casualty Actuary answer written questions
from readers on risk and benefits management issues and actu-
ariatprobtems.

This month's column on employee
benefit management issues is written
by Dennis J. Nirtaut, managing direc-
tor Of compensation and beneAts for

9% Arthur Andersen L.L.P. in Chicago.
Christopher E. Mandet, director-risk
management at Tricon Global Restau-
rants Inc. in Louisville, Ky., answers
questions on risk management issues.
William J. Miner, an actuary with

Mr. Nirtaut Watson Wyatt Worldwide in Chicago,
answers actuarial questions on benefits
issues. And, Richard E. Sherman, president of Richard E. Sher-
man & Associates Inc. in Ashtand, Ore., answers actuarial
questions in the casuatty./ield.

Address your questions to ASK Business Insurance, 740 N.
Rush St., Chicago, m. 60611. Please give us your name, title
and emptoyer; however, Business Insurance will consider un-

signed letters.
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Danube

Continued from previous page
vessels are stranded on the Danube
because of blockages. Of these, 42 are
stranded in Romania at the border be-
tween Romania and Serbia, 15 on the
border between Hungary and Serbia,
and a further 14 in Germany, Mr. Pet-
snig said.

He said war insurance is available,
but he said he has not bought any be-
cause "the premiums are too high"

Alternative transit by rail or road
will be necessary even if the war ends
soon. "You will need another half-
year to locate and remove the dam-
aged bridges," he said.

On average, rail and road freight
rates in Southeastern Europe have
been up to two and seven times high-
er, respectively, than river barge rates,
Mr. Petsnig said. "But we are hoping
just to pay between 40% and 50%
more."

Mr. Petsnig said he does not expect
any compensation from the Austrian
government. That's in contrast to Ro-
manian and Ukraine river shippers,
which generally are subsidized by
their respective states.

German river shippers are not fae-

T errorism

Continued from previous page

Organization in the Former Yu-
goslavia. Wellington recently devel-
oped a coverage for retaliatory bomb-
ings in London, New York and the
capitals of other NATO countries (Bl,
March 29), and there has been media

ing the same problems, as they trade
mostly on the Rhine and Danube
rivers only as far as Budapest, Hun-
gary. Reports of German shipping
losses in the international press have
been exaggerated, said Gerhard von
Haus, managing director of the Duis-
berg, Germany-based association of
German barge shippers Bundesver-
band der Deutsche Schiffahrt.

Of their total annual shipment of 10
million metric tons (11 million tons) of
freight, German barge shippers move
only 100,000 metric tons (110,000
tons) downstream through Yugoslavia
on the Danube, said Mr. von Haus.
"This is not a serious problem for us,"
he said, adding that he knows of no
potential insurance claims to date.

The London insurance market is
beginning to get notice of some poten-
tial claims within Serbia.

Bernie de Haldevang, war and po-
litical risk underwriter at Lloyd's
managing agent Wellington PLC.,
said the market has received notice of
potential losses of civilian equipment
insured by foreign companies that
have invested in Serbia. Pollution
claims, he said, will not be a matter of
war coverage, though it isn't known
yet how the claims will be handled.

Joe Blenkinsopp, sales and develop-

speculation that the London bomb-
ings and the murder last week of a
prominent British television personal-
ity may be linked to Serbian nation-
als. Apolice spokeswoman said the
force is"keeping an open mind" about
the source of the attacks.

So far, several right-wing extremist
groups have claimed responsibility for
the two recent bombings in London.
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ment director in the credit and politi-
cal risk department of broker Marsh
Inc. in London, said individual trade-
related claims in the Balkan region
could range between $1 million and
$10 million. "l could guess that there
could be a total of $50 million of prob-
lems out there," Mr. Blenkinsopp said.

Insurers say they do not expect any
expropriation claims from Serbia or
Montenegro

London-based credit insurer Trade
Indemnity P.L.C. is still offering
short-term export credit insurance to
the former Yugoslav republics of
Croatia, Macedonia and Slovenia, but
it is taking a cautious view of all busi-
ness. There has not been too much in-
terest shown in such coverage by ex-
porters, said Marit Kairento, a risk
analyst for Eastern Europe. No claims
have been registered yet.

Short-term-up to 180 days' cover-
age-credit insurance is still available
for Bulgaria and Romania on a case-
by-case basis. "But thls depends on
any exporter's whole turnover and
portfolio,” Ms. Kairentc said.

Outside the former Yugoslavia, Ro-
mania is considered the riskiest coun-
try economically, because the country
could default on foreign debt pay-
ments, she said.

These include Combat 18, an offshoot
of the British National Party with
links to European neo-Nazi groups.

Brixton, an area in south London,
was the site of the first explosion. It
has a large Afro-Caribbean popula-
tion. Only one insurance claim has
reached the London market, from Ice-
land Frozen Foods P.L.C., headquar-
tered in Deeside in Wales. The bomb,
containing between six and 10 pounds
of nails, exploded directly outside its
Brixton-based store, shattering a
plate-glass window. A spokeswoman
for Iceland declined to comment on its
security measures, but she said, "It is
an appalling act, and our feelings are
with those who are injured and their
families." Almost 40 people were in-
jured in the attack.

A week later, an almost identical

Report

Continued from previous page

Further, the report blamed local
and national government officials for
underestimating the danger to the
surrounding area. The inquiry com-
mission also faulted the Health Care
Inspectorate for failing to conduct
physical examinations of resident
and emergency care workers.

The report criticized the govern-
ment of Prime Minister Win Kok for

ignoring public protests over the dis-
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State-sponsored export credit and
political risk insurance is not being of-
fered to Serbia and Montenegro be-
cause of United Nations sanctions
against Federal Yugoslavia. Private-
sector export credit insurance to Fed-
eral Yugoslavia was suspended last
fall, when the country failed to reach
an agreement with the International
Monetary Fund about debt payments,
said a spokeswoman for F'rench polit-
ical risk insur-er Coface in Paris

Hermes Kreditversicherungs A.G.
of Hamburg, Germany, is offering
state-sponsored political risk insur-
ance coverage to Bulgaria to an aggre-
gate ceiling of 100 million deutsche
marks ($54.5 million) and a maximum
10 million deutsche marks ($5.5 mil-
lion) per occurrence, with the provi-
sion of a bank guarantee. The ceiling
to Romania is 300 million deutsche
marks ($163.6 million) with a maxi-
mum of 30 million deutsche marks
($16.4 million) per occurrence, plus
bank guarantee. Hermes is offering
coverage to Croatia to an aggregate
ceiling of 200 million deutsche marks
($109.1 million) and a maximum per
occurrence of 20 million deutsche
marks ($10.9 million). Although Her-
mes does not offer coverage to Mace-
donia on a medium- or long-term ba-

device exploded in Brick Lane in the
East End of London. The area is well

known as a center for London’'s
Bangladeshi community and is par-
ticularly famous for its restaurants.
Although several buildings and two
cars were severely damaged, the fact
that most businesses in the area are
smart, family-run operations means
that claims most likely will be low.

Currently, the Metropolitan Police
is treating the two bombings as racial-
ly motivated. This means that any
claims will fall under fire policies
rather than specific terrorism cover-
ages, unless the attacks are recatego-
rized as terrorist-linked.

Terrorism coverage has been ex-
cluded from standard fire policies
since the IRA bombing of London's fi-
nancial district in April 1992. As a re-

aster. The inquiry commission con-
cluded "the number of times that the
lower house of Parliament was given
unclear, incomplete, tardy or inaccu-
rate information is too high, especial-
ly given the lengthy aftermath of the
disaster.”

Singled out for special criticism
were Health Minister Els Borst and
Annemarie Jorristma, who was the
minister of transportation at the time
of the crash and is now minister of
economic affairs. Both have said they
will resign if the Parliament finds
they were negligent in their duties.

The Israeli government also was
criticized. "Given the public disquiet
in the Netherlands in the last six and
one-half years, the request for coop-
eration at the senior diplomatic level,

Reinsurer

Continued frompreviouspage

"no option" but to place the Aus-
tralian business into voluntary ad-
ministration.

The administrator, John Gibbons
of the accounting firm of Ernst &
Young in Sydney, was appointed by
New Cap Re in consultation with
the Sydney-based regulator, the
Australian Prudential Regulation
Authority, which regulates Aus-
tralian financial services compa-

nies.

The administrator now has one
month to determine the fate of the
Australian business, with options
including liquidation or a whole or
partial selloff.

Bob Mebus, managing director of

sis, it is prepared to cover short-term
export credit risks, but always with a
bank guarantee, the spokesman said.

Political risk underwriter Ben
Garston of Lloyd's agent Wellington
PLC said the group has received a
large number of inquiries from
Danube River shippers for insurance
but would not talk about potential
rates. Coverage will be available for
transit through the Serbian stretch of
the river Danube.

"l suppose the Serbs will be clear-
ing away the debris from the Danube.
They have all the necessary vessels,"
Mr. Garston said.

Lloyd's managing agent Hiscox
PLC. is offering a similar war insur-
ance package for the Balkan region
due to client demand. Coverage is
available for cargo, marine, hull, per-
sonal accident, aviation, physical
damage to foreign-owned assets, and
kidnap and ransom, Hiscox said in a
statement.

Most inquiries for Hiscox's war
coverage have come from neighboring
countries, including Danube barge
owners and property owners fearing
they may be hit by misdirected NATC)
bombs or missiles, said Geoffrey

Lynch, head of political risk at Hiscox
PL.C EIll

sult, Pool Reinsurance Co. Ltd. was
set up as a government-backed rein-
surer of last resort. Pool Re Chief Ex-
ecutive Leslie Lucas said the two re-
cent London events are highly unlike-
ly to affect the pool; its policies have a
standard deductible of £100,000
($161,450) per class of coverage.

Late last year, Pool Re announced
an 85% premium discount as a result
of low claims incidents in recent
yeans. The alternative terrorism mar-
ket-including Wellington and His-
cox-has reduced its rates in line with
Pool Re's, though several marine syn-
dicates at Lloyd's decided to stop
writing the coverage following the re-
duction, said Hiscox's Mr. Perry.

"The market has reduced in capaci-
ty, but the demand is still there," he

said.

and the friendly relations between
the Netherlands and Israel, the com-
mission finds it incomprehensible
that more cooperation was not pro-
vided sooner in bringing documents
to light. The cooperation by El Al in
the final weeks of the commission’'s
inquiry takes nothing away from this
finding," the report said.

Zeev Regev, insurance and fuel
manager at El Al in Israel, said the
airline has not altered its practices as
a result of the crash or the report,
which he said El Al has not seen.

"We all take very seriously any rel-
evant comment they might have,”
Mr. Regev said. "But this report is
still a mystery, because it has not

been translated into Hebrew or En-
glish.” 51

Standard & Poor's Corp.'s New

York-based global ratings team,
said it will take some time for the

Australian reinsurance market to
restore its credibility in the wake of
New Cap Re's problems.

He said three-year-old New Cap
Re had a "nice run with no bad
news, but then got hit-and hit
huge.”

Mr. Mebus, speaking about the
Australian insurance market, said
New Cap Re's financial troubles
"may be confirming fears" of the in-
ternational insurance industry that
Australia does not have a good mar-
ket position in reinsurance.

Australian reinsurers have had to
"chase business” in North America
and London, he said, but they may
now have to rethink their under-

writing strategy. inl
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at www.businessinsurance.com on the World
Wide Web. And just as you rely on B/'s weekly
issues for up-to-the-minute, in-depth news
reporting and tracking of trends and
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meetings and events, through the year.

A forum for users
to exchange
information and discuss a wide range of risk

management or benefits management topics.

A directory of related
sites on the Web of

interest to risk and benefit managers and others

involved in the insurance business.

A Kl ti
CLASSIFIEDS weerly posiing

of our classified

section, The Professional Marketplace.

OPINIONS Viewpoints from

Business Insurance.

Brs stock index of

leading companies in
the commercial insurance industry, with trading
information updated continuously, and columns

by insurance analyst Myron Picoult.

A searchable

ARTICLE ARCHIVE

database of more

IBfi[1

than four years of Bl articles covering a wide
range of insurance issues and also includes

Brs comprehensive in-publication directories.

PLUS... SUBSCRIBE or renew your
subscription to B/'s weekly issues, or send
your FEEDBACK to our editors directly on our

home page.

So if you're among the regular weekly readers
of 8/ - corporate executives responsible for
risk management, employee benefits and
managed health care... an insurer, reinsurer,
agent, broker, consultant, managed care

executive, attorney, or among the scores of

others who surf the Internet - visit our home

page at... www.businessinsurance.com

Business
INnsurance®

www.businessinsurance.com

New York: Tel: 212-210-0133 - Fax: 212-210-0704 - Chicago: Tel: 312-649-5276 - Fax: 312-649-7937 - Los Angeles: Tel: 213-651-3710- Fax: 213-655-8157
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VICE PRESIDENT, UNDERWRITING
REINSURANCE

NATIONAL LEAGUE OF CITIES

VICE PRESIDENT

Imestment Management Sales

Alliance Capital, a leading investment
management firm with over $300 bdlion in

MI-*fPNERilij

SENIOR AVIATION UNDERWRITER

Hcuston-based Insurance Company Looking for a dynamic business
seeking Senior Aviation Underwriter environment and diverse responsiblhtlesi

NLC Mutual Insurance Company ts Afplicant must have oo 0 . C ;
seeking to fill a key management ¢ Experience handlmP treaty and fac mitiative. willingness to learn and share is cumently seeking o Diredot of Risk Management
position reporting to the CEO at its reinsurances In

assets seeks an experienced insurance Washington, D C office Nic Mutual is markets

mad(eter to expand the ItEm'S IftsurattOe an A M Best 'A' rated captive mutua

assets Requires a mimmum 013 to 5 years excess insurance coverage to its member

thorough understanding 01 msurance

nternational and

. I ” .
company providing reinsurance and ' 2 years underwriting experience both
omestic tri general
experience marketing mvestment management municipal pools The company 5 aviationandairlineinsurance ofwhich

selvices to insurance companies and a dedicated to improving the a mimmum of 8 years have been m
competitiveness of its members through -he London market and a minimum of

reative approaches to risk sharing The 4 years with a domestic aviation

cre
inveS{ment, accounting and [egulatOry ISSUes Vice Pres,dent Underwriting,sthesenior nsurance company

The candidate will be msponsible for the underwriting executive Responsibilities
include pricing, rate adequacy, product

development and execution of a marketing development reinsurance with support

+ Existing relationships with London and applications

nternational brokers

plan to target insurers with assets m excess of from a staff of three, and assist,ng the + Complete knowledge of LPSO/ILU

$100 million Currently we have $35 billionol CEO in marketing and member relations

insurance assets under management and are

seeking a success-oriented professional to
take ustothe next level

degree, master's and/or Associate in
Reinsurance designation preferred, eight

experience, technical knowledge of

. X i reinsurance pricin.?_ and reserving
thai includes an atinctive base salary plus Muniapal liability underwnting
Commissions Please fax resume and cover experience a plus Competitive
letter with salary requirements to lat (212) compensation and excellent benefit

y package provided Senc resume and
969-2229 salary history to

We der a competltive compensation package

Human Resources
NATIONAL LEAGUE OF anES

1301 Pennsylvania Avenue, NW
Washington, DC 20004

Equal Oppottunit EmploBI

'4461)7Bm--40 [Br'i:" ri'/il15*Di

6-2 3 —

HIHirilifiri//rizir/1 1,6 1iTTE I .. HI'Hillilimmm//11./.

PHCS ts a major leader m supplying provider networks and medical management
services to insurance companies and large self-insurers Our efforts require
highly motivated professionals with Innovative ideas and the dnve to transform
those ideas Into impressive results if that sounds like you, we offer a great place
to advance your career

DIRECTOR OF WORKERS'
COMPENSATION NETWORK DEVELOPMENT

We are seeking a highly organized and motivated professional to fill this
newly created position You will be responsible for building a high
performance team of individualsto establish PHCS's workers' compensation
network products You will provide the necessary leadership and project
management expertise to direct the development of appropriate provider
reimbursement methodologies and the negotiation of competitipe contracts
You will also conduct ongoing evaluation of the network productsto ensure
best practices and optimal customer satisfaction

The ideal candidate will be a senior manager with expenence m a start-up
environment that can identify, organize and develop the required staff,
resources, and technical support needed for this effort You must have a
working knowledge of workers' compensation managed care and related
state legislation You must also have a Bachelors' Degree (Masters Degree
in Business or Health Care preferred), 10+ years of increasing responsibility
in network development with at least 3+ years In workers' comiensation

PHCS offers competmve compensation and benefits and an opportunity for

professional growth and development If you are Interested In meeting the
challenge of supporting the creation of this new business line for PHCS,

please send us your resume, with salary requirements to Dept. WC, at.

PHCS, 1100 Winter Street. Waltham, MA 02451
Or, fax your resume (781) 895-6869
An Equal Opportumly Employer

— 1< - F—
IVA AR YSTEMS

www.phcs.com

Business

operating procedures
Requirements include bachelor's . Cll qualified
« Experience preparing policy wordings

years casualty treaty reinsurance and contractual agreements

Please respond to

London/International

For more information call 312-649-5340, FAX 312-649-7799, or e-mall tamlesh:@crain com

1111/Pe20/110

SENIOR UNDERWRITER

DIRECTOR OF
RISK MANAGEMENT

If you are a self starter who shows Efloblished notional compony based m Dollos, TX,

knowledge with other staff members, b it of their d ict high
Preferred Health Systems, a Kansas o become port of their dynomic team m o highly

managed care organization, would like visible position The key management position
you to Join our growIng team A r_n!n,mum 5(1111(01 to the sg{(ess of the orgon:zohon
five years of Group Underwriting and mvolves managing loss control, daims

expérte,ce with one year of mahaged t and the undemi
care exposure required Candidates management and the undeminng pracess

HAKPIMMIRIfl

Corporate/Insurance
Regulatory Attorney

Foley & Loidnet, o Milwaukee-based nohonol and
intemahom! low fifm with over 150 ottomeys, seeks
an associate with three Flus years experience m
generol corporote monets, mdudmg lomt ventures,
mefgets and ocqwsitions, and other sophistiated
cotpomte tionsoons, to work m Milwaukee Pnor
insurance industry reptesenmhon o plus This is

ghould | passes a four year business VS’E%QS- Requites BANS degree, minimum 10 Years on oppomunity to use yout genewl comomte

ast s pervisory experience an
knowledge of Microsoft Office

Excellgnt_ benefit_s include_, health, dental,
prescription, vision and life plans, two change happen

weeks vacation and four personal days We offer comve benefits and solo
per year, hohday, 401 k with 100% 9

company match, educational assistance, commensumle williexpenenceand quolihiotlons
fitness reimbursement program and more For (oftfidetlt!01 conmdemhon, please send your

Visit our Website www.phsytems com resume m o busines gze envelope, induding salaty

1*nexe m Loss Cond, ond ISP defignotion bod(ground to develop 0 0,6 pritice Those
MBA/MA pmfetted lhis nkal os,hon involves a applymg should have excellent low school and
flemble and adoptable individual who con make undergeduate aedenls

Flease submil o msume and trominpls to

Mie HonsomDrew, Foley & Latdner
111 E Wcomm Ave, Milwoukee, WI 53202

ONLY resumes with alloched Imnsaipts will be
congdered Foley & Lordner is an equal op#ortunity

INnsurance

Business Insurance, Box 3102,

740 N Rush Street, Chicago, IL
60611-2590

Preferred Health Systems
345 Riverview, Suite 100
Wichita, KS 67203
1-800-990-0345
316-268-0346 FAX
rhupman@phsystems.com

C/DI') %!ENUAE (Ti}JPfldMal®

LOSS CONTROL ANALYST

- - - American Honda Finance Corp., a fast-growing subsidiary ol American Honda

Motor Co, Inc , has an immediate opportunity available m the Vehicle Services Con-
tract division located m Torrance

Asa loss Control Analyst, you will provide analysts and support m the following
areas Claims/Loss Reporting, Expense Control, Cancellations, Product Proht-
ability, Business Volume Forecasting and new product/program development

Primary responsibilities include the tollowing

« Develop various reports to track, monitor and analyze the VSC and Limited
Warranty claims expenence on a monthly basis

« Identify and recommend claims payment control procedures
< Act as a liaison to the division's actuarial company
« Provide training to the VSC held staff as requested

The Ideal candidate will possess BS Degree in Business Administtation (em-
phasts m mathematics, insurance, quantitative/statistical or actuanal analysis
preferred) Minimum 5-8 years combined related expenence m one or more of
the following a) actuanal or statistical analysis of automobile mechanical break-
down failures, b) development of claims expense control procedures in a Service
Contract, Insurance or Factory Warranty environment, ¢) familianty with dealer-
ship service/repalr operations, d) Automobve industry knowledge preferred Pnor
experience or exposure to an insurance or insurance-related held desired Must
be PC-prokient (MS Word, Excel, PowerPoint, Access), familiar with usage of
mainframesystems, and abletocreatespreadsheet reportsand summanes Must
possess excellentanalyticaland problem-solvini skills Must be self-motivated,
with excellent verbal, written and Bresentation skills Excellent Interpersonal and
negottation skills needed to effectively Intertace with management and users

American Honda offers competitive salaries ard comprehensive benefits For
consideration. please send yourresumewithsalaryhistory to American Honda
Motor Co., Inc., 1919 Torrance Blvd., MS 100-1C-3A, HFC4786/CW,
Torrance, CA 90501-2746 EOE

FHON DA
Finance

Looking For A .

Attorney, Chief Operating Officer, Claims Operations

Manager, Claims Supervisor, Controller, Credit: Manager

history Bugnessinsumnce, Box 3105, 140 NoA

employer Resume submisions from recruiters will
hah Skeet, 0:go, 11ms 60611 2590

not be accepted, nor will any commisgons be Fwd
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UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

IN THE PETITION OF ANTHONY JAMES MCMAHON AND
PHILIP WEDGWOOD WALLACE, AS JOINT PROVISIONAL LIQUIDATORS OF
SOVEREIGN MARINE & GENERAL INSURANCE COMPANY LIMITED,
Case No 97-8-44652 (CB)

NOTICE IS HEREBY GIVEN thal on Aptil 21,1999, me Bankruptcy Court entered an
order (the "Order") continuing the Preliminaty Injundion Order pursuant to 11 US C §§ 105 and
304(b) onginally entefed mthis case on July 31,1997 The Ordef shall remain in effect pending a
heanng scheduled for October 13,1999 at 2 00 p m belorethe Honomble Comellus Blackshear,
United States Bankruptcy Judge, in the Alexander Hamilton Custom House, One Bowling Green,
New York, New York Any person wishing to obtain a copy of the Order should contact Mary Ann
Elliot (202) 862-2342

CADWALADER, WICKERSHAM & TAFT

100 Maiden Lane

New York, New York 10038

Tel (212) 504-6000

Fax (212) 504-6666

Attention Kenneih P Coleman, Esq
Stephen Doody, Esq

ljaifill I@IE® NEIL MU@®

UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

IN RE PETITION OF DAN YORAM SCHWARZMANN AND
COLIN GRAHAM BIRD, AS JOINT PROVISIONAL LIQUIDATORS OF
BLACK SEA AND BALTIC GENERAL INSURANCE COMPANY LIMITED,
CASE NO 98-8-46759 (CB)

NOTICE IS HEREBY GIVEN THAT ON APRIL 21,1999, THE BANKRUPTCY COURT ENTERED AN
ORDER (THE 'ORDER’) CONTINUING THE PRELIMINARY INJUNCTION ORDER PURSUANT TO 11

USC § 304 ORIGINALLY ENTERED IN THIS CASE ON OCTOBER 5, 1998 THE ORDER SHALL
REMAIN IN EFFECT PENDING A HEARING TO CONSIDER WHETHER IT SHALL BE CONTINUED,
WHICH HEARING IS SCHEDULED TO BE HELD ON OCTOBER 12, 1999 AT 200 P M (THE
'RETURN DATE") BEFORE THE HONORABLE CORNELIUS BLACKSHEAR, IN ROOM 601 OF THE
ALEXANDER HAMILTON CUSTOM HOUSE, ONE BOWLING GREEN, NEW YORK, NEW YORK ALL
PAPERS SUBMITTED FOR THE PURPOSE OF OPPOSING CONTINUATION OF THE ORDER AFTER
THE RETURN DATE SHALL BE FILED WITH THE COURT, WITH A COPY TO THE CHAMBERS OF
THE HONORABLE CORNELIUS BLACKSHEAR AND SERVED ON COUNSEL FOR THE PETITIONERS
LISTED BELOW, SO AS TO BE RECEIVED AT LEAST FOURTEEN (14) DAYS PRIOR TO THE

Director, Director of Claims, Marketing Representative, RETURN DATE ANY PERSON WISHING TO OBTAIN A COPY OF THE ORDER SHOULD CONTACT

Director of Workers' Compensation, EGS Broker, Loss
Control Analyst, Risk Management Officer,
Risk Manager, Sales/Operations Manager,

Underwnter, Vice President

Place Your Ad in Business Insurance Call Today!
(312)649-5340

Director of Risk Management, Senior Account Executive, COUNSEL TO THE PETITIONERS

CHADBOURNE & PARKE LLP

ATTORNEYS FOR THE PETITIONERS

30 ROCKEFELLER PLAZA

NEW YORK, NEW YORK 10112

(212) 408-5100

ATTN HOWARD SE'FE, ESQ
LISADORR, ESQ

Online I:= www . _businessinsurance.corn
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RAINMAKER/UNDERWRITER AGENCY SALES SOFTWARE BUSINESS / FOR SALE

Rainmaker. Sales & Business Development Downtown Chicago agency has 2K compliant software reprices and reviews
5-10 years experience minimum

Something different Professional liability
Underwriter 5 to 10 years experience

Fax resume to(954)566 6635 or e mad
mblock@ibm net

experienced P&C PRODUCER.

FAX RESUME TO DAVE
AT 312-416-2355

buyers respond lo
For Rates and Editorial Calendar
Call 312-649-5340

For Advertising Informahon
Contact iamlesh,@crain com

The Spring Group * 292 Main Steel
Suite 236 « Haleysville, PA 19438
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UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

IN RE PETWION OF GARETH HOWARD HUGHES, CHRISTOPHER JOHN
WILKINSON HILL AND PAUL CIARKE, AS JOINT PROVISIONAL UQUIDATORS
OF OCEAN MARINE MUTUAL INSURANCE ASSOCIATION LIMITED,
CASE NO 99-842545 (BRO

NOTICE IS HEREBY GIVEN THAT, PURSUANT TO AN ORDER OF THE UNITED STATES BANKRUPTCY COURT FOR THE SOUTHERN
DISTRICT OF NEW YORK (THE "BANKRUPTCY COURT') DATED APRIL 26, 1999, IN CONNECTION WITH THE PETITION FILED PURSUANT TO
SECTION 304 OF THE BANKRUPTCY CODE WITH RESPECT TO OCEAN MARINE MUTUAL INSURANCE ASSOCIATION LIMITED (THE 'COMPANY"),
THE TEMPORARY RESTRAINING ORDER ISSUED ON APRIL 20,1999 IS CONTINUED

! ENJOINING AND RESTRAINING ALL PERSONS AND ENTITIES FROM (A) TRANSFERRING, RELINQUISHING OR
DISPOSING OF ANY PROPERTY OF THE COMPANY IN THE UNITED STATES,* OR THE PROCEEDS OF SUCH PROPERTY, TO THIRD PARTIES, (B)
COMMENCING OR CONTINUING ANY ACTION OR OTHER LEGAL PROCEEDING (INCLUDING, WITHOUT LIMITATION, ARBITRATION, OR ANY
JUDICIAL, OUASI-JUDICIAL, ADMINISTRATIVE OR REGULATORY ACTION, PROCEEDING OR PROCESS WHATSOEVER), INCLUDING BY WAY OF
COUNTERCLAIM, AGAINST THE COMPANY, OR ANY PROPERTY IN THE UNITED STATES INVOLVED IN THE FOREIGN PROCEEDING, OR ANY
PROCEEDS THEREOF, AND SEEKING DISCOVERY OF ANY NATURE AGAINST THE COMPANY, AND (C) EVFORCING ANY JUDICIAL,
QUASI-JUDICIAL ADMINISTRATIVE OR REGULATORY JUDGMENT, ASSESSMENT OR ORDER OR ARBITRATION AWARD AGAINST THE COMPANY,
AND COMMENCING OR CONTINUING ANY ACT OR ACTION OR OTHER LEGAL PROCEEDING (INCLUDING, WITHOUT LIMITATION, ARBITRATION,
OR ANY JUDICIAL, QUASI-JUDICIAL, ADMINISTRATIVE OR REGULATORY ACTION, PROCEEDING OR PROCESS WHATSOEVER), TO CREATE,
PERFECT OR ENFORCE ANY LIEN, ATTACHMENT, GARNISHMENT, SETOFF OR OTHER CLAIM AGAINST THE COMPAN(f, OR ANY OF ITS PROPERTY
IN THE UNITED STATES, OR ANY PROCEEDS THEREOF, INCLUDING WITHOUT LIMITATION, RIGHTS UNDER REINSURANCE CONTRACTS, AND

2 PROVIDING THAT NOTHING IN THE ORDER SHALL IN ANY RESPECT PREVENT THE CONTINUATION OR
COMMENCEMENT OF PROCEEDINGS AGAINST ANY PERSON OR ENTITY OTHER THAN THE COMPANY, PROVIDED, HOWEVER, THAT IF ANY THIRD

¥3"il- I, - 4 (IIBEN"13, _ -« :1i,41,1IBLET,luN,1:jillylin"

-over $2M in 1997, over $16M in 1996, and

immediate opportunity for an medical bills In clmpliance wilhlheappropriate strggse @éaWPe-%?ﬁQ grr#ﬁg%lgr%eql}ése .
lee schedule lor automobile, workefs business with a new div of a mador
compensation anlaccident & health Insurance publicly-held Co I'm expanding now and f
Active and gmwing client bag Trademark seek a few key individuals to work with .

and copyright w | transfer wilh sale interested and teach my proven tumkey system JA

For more mformation call 312-649-5340, FAX 312-649-7937, or e-mail lamleshi@crain com

s Looking for a to fill tile job?

The most talented men and women in the insurance

1 MADE $2.SM LAST YEAR

rs In a zero ' Industry know where to turn when they want to make

their moves

Bus:;ness

Call 24 Hours (212) 946 - 5317 4 Insurance.

za

Call Irals Amleshi at 312-649-5340 for advertising details

INFS@ilin.

UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEVW YORK

IN RE PETITIONS OF JOHN C MCKENNA, AS PROVISIONAL UQUIDATOR OF
NEW CAP REINSURANCE CORPORATION (BERMUDA) UMNED, AND JOHN
GIBBONS, AS ADMINISTRATOR OF NEW CAP REINSURANCE CORPORAMON
LIMITED, CASE NOS 99-8-42745 (CB) AND 99-8-42752

NOTICE IS HEREBY GIVEN THAT, IN CONNECTION WITH THE PETITIONS FILED PURSUANT TO SECTION 304 OF THE BANKRUPTCY
CODE FOR NEW CAP REINSURANCE CORPORATION (BERMUDA) LIMITED AND NEW CAP REINSURANCE CORPORATION LIMITED (EACH A
'COMPANY' AND TOGETHER THE 'COMPANIES'), PURSUANT TO ORDERS OF THE UNITED STATES BANKRUPTCY COURT FOR THE SOUTHERN

DISTRICT OF NEW YORK (THE 'BANKRUPTCY COURT') DATED APRIL 21, 1999 AND APRIL 28, 1999, A TEMPORARY RESTRAINING ORDER IS IN
EFFECT WITH RESPECT TO EACH COMPANY

1 ENJOINING AND RESTRAINING ALL PERSONS AND ENTITIES FROM (A) TRANSFERRING, RELINQUISHING OR DISPOSING OF ANY
PROPERTY OF THE COMPANY IN THE UNITED STATES, OR THE PROCEEDS OF SUCH PROPERTY, TO THIRD PARTIES, (B) COMMENCING OR
CONTINUING ANY ACTION OR OTHER LEGAL PROCEEDING (INCLUDING, WITHOUT LIMITATION, ARBITRATION, OR ANY JUDICIAL,
QUASI-JUDICIAL, ADMINISTRATIVE OR REGULATORY ACTION, PROCEEDING OR PROCESS WHATSOEVER), INCLUDING BY WAY OF
COUNTERCLAIM, AGAINST THE COMPANY, OR ANY PROPERTY IN THE UNITED STATES THAT IS INVOLVED IN THE FOREIGN PROCEEDING, OR ANY
PROCEEDS THEREOF, AND SEEKING DISCOVERY OF ANY NATURE AGAINST THE COMPANY, (C) ENFORCING ANY JUDICIAL, QUASI-JUDICIAL,
ADMINISTRATIVE OR REGULATORY JUDGMENT, ASSESSMENT OR ORDER OR ARBITRATION AWARD AGAINST THE COMPANY, AND COMMENCING
OR CONTINUING ANY ACT OR ACTION OR OTHER LEGAL. PROCEEDING (INCLUDING, WITHOUT LIMITATION, ARBITRATION, OR ANY JUDICIAL,
QUASI-JUDICIAL, ADMINISTRATIVE OR REGULATORY ACTION, PROCEEDING OR PROCESS WHATSOEVER) OR ANY COUNTERCLAIM TO CREATE,
PERFECT OR ENFORCE ANY LIEN, SETOFF, ATTACHMENT, GARNISHMENT, OR OTHER CLAIM AGAINST THE COMPANY, OR ANY OF ITS PROPERTY
IN THE UNITED STATES, OR ANY PROCEEDS THEREOF, INCLUDING, WITHOUT LIMITATION, RIGHTS UNDER REINSURANCE AND RETROCESSION

CONTRACTS, (D) DRAWING DOWN ANY LETTER OF CREDIT ESTABLISHED BY OR AT THE REQUEST OF THE COMPANY IN EXCESS OF AMOUNTS
EXPRESSLY AUTHORIZED BY THE TERMS OF THE CONTRACT OR OTHER AGREEMENT PURSUANT TO WHICH SUCH LETTER OF CREDIT HAS BEEN

PARTY SHALL REACH A SETTLEMENT WITH, OR OBTAIN A JUDGMENT AGAINST, ANY PERSON OR ENTITY OTHER THAN THE COMPANY, SUCH ESTABLISHED, AND (E) WITHDRAWING FROM, SETTING OFF AGAINST, OR OTHERWISE APPLYING PROPERTY THAT IS THE SUBJECT OF ANY TRUST

SETTLEMENT OR JUDGMENT SHALL NOT BE BINDING ON OR ENFORCEABLE AGAINST THE COMPANY OR ITS PROPERTY

OR ESCROW AGREEMENT OR SIMILAR ARRANGEMENT IN WHICH THE COMPANY HAS AN INTEREST IN EXCESS OF AMOUNTS EXPRESSLY

THE TEMPORARY RESTRAINING ORDER IS IN EFFECT PENDING A HEARING, WHICH WILL BE HELD ON MAY 5, 1999 AT AUTHORIZED BY THE TERMS OF THE TRUST, ESCROW OR SIMILAR ARRANGEMENT, AND

10 00 O'CLOCK AM, BEFORE THE HONORABLE BURTON R LIFLAND IN ROOM 623 OF THE BANKRUPTCY COURT,ONE BOWLING GREEN, NEW

2 PROVIDING THAT NOTHING IN THE ORDER SHALL IN ANY RESPECT PREVENT THE CONTINUATION OR COMMENCEMENT OF

YORK, NEW YORK LTHE'HEARINGD, TO CONSIDER THE PETITIONERS' REQUEST FOR A PRELIMINARY INJUNCTION CN THE SAME TERMS AS THE PROCEEDINGS AGAINST ANY PERSON OR ENTITY OTHER THAN THE COMPANY, PROVIDED, HOWEVER, THAT IF ANY THIRD PARTY SHALL REACH

TEMPORARY RESTRAINING ORDER AND THE ADDITIONAL TERMS SET FORTH BELOW

A SETTLEMENT WITH, OR OBTAIN A JUDGMENT AGAINST, ANY PERSON OR ENTITY OTHER THAN THE COMPANY, SUCH SETTLEMENT OR

1 REQUIRING ALL PERSONS AND ENTITIES IN POSSESSION, CUSTODY OR CONTROL OF PROPERTY OF THE JUDGMENT SHALL NOT BE BINDING ON OR ENFORCEABLE AGAINST THE COMPANY OR ITS PROPERTY

COMPANY IN THE UNITED STATES, OR THE PROCEEDS THEREOF, TO TURN OVER AND ACCOUNT FOR SUCH PROPERTY OR ITS PROCEEDS TO
THE PETITIONERS,

THE TEMPORARY RESTRAINING ORDERS ARE IN EFFECT PENDING A HEARING, WHICH WILL BE HELD ON MAY 5, 1999 AT 2 00
O'CL)CK PM, BEFORE THE HONORABLE CORNELIUS BLACKSHEAR IN ROOM 601 OF THE BANKRUPTCY COURT, ONE BOWLING GREEN, NEW

2 REQUIRING EVERY PERSON AND ENTITY THAT HAS A CLAIM OF ANY NATURE OR SOURCE AGAINST THE COMPANY YORk, NEW YORK (THE 'HEARING'), TO CONSIDER THE PETITIONERS' REQUEST FOR A PRELIMINARY INJUNCTION ON THE SAME TERMS AS THE
AND THAT IS A PARTY TO ANY ACTION OR OTHER LEGAL PROCEEDING (INCLUDING, WITHOUT LIMITATION, ARBITRATION, OR ANY JUDICIAL, TEMPORARY RESTRAINING ORDER AND THE ADDITIONAL TERMS SET FORTH BELOW

QUASI-JUDICIAL, ADMINISTRATIVE OR REGULATORY ACTION, PROCEEDING OR PROCESS WHATSOEVER) IN WHICH THE COMPANY IS OR WAS

1 REQUIRING ALL PERSONS AND ENTITIES IN POSSESSION, CUSTODY OR CONTROL OF PROPERTY OF THE COMPANY IN THE

NAMED AS APARTY, OR AS ARESULT OF WHICH A LIABILITY OF THE COMPANY MAY BE ESTABLISHED, TO PLACE THE PETITIONERS' UNITED UNITED STATES OR THE PROCEEDS THEREOF, TO TURN OVER AND ACCOUNT FOR SUCH PROPERTY OR TS PROCEEDS TO THE PETITIONERS

STATES COUNSEL ON THE MASTER SERVICE LIST OF ANY SUCH ACTION OR OTHER LEGAL PROCEEDING AND TO TAKE SUCH OTHER STEPS AS
MAY BE NECESSARY TO ENSURE THAT SUCH COUNSEL RECEIVES (A) COPIES OF ANY AND ALL DOCUMENTS SERVED BY THE PARTIES TO SUCH
ACTION OR OTHER LEGAL PROCEEDING OR ISSUED BY THE COURT, ARBITRATOR, ADMINISTRATOR, REGULATOR OR SIMILAR OFFICIAL HAVING
JURISDICTION OVER SUCH ACTION OR LEGAL PROCEEDING, AND (B) ANY AND ALL CORRESPONDENCE, OR OTHER DOCUMENTS CIRCULATED
TO PARTIES NAMED IN THE MASTER SERVICE LIST, AND

3 PROVIDING, WITH RESPECT TO ANY PARTY-IN-INTEREST, CLAIM, ACTION, ARBITRATION OR OTHER PROCEEDING
WHICH MAY BE COMMENCED OR BECOME KNOWN TO PETITIONERS IN THE FUTURE (EACH A 'SUBSEQUENT CLAIM'), THAT

2 REQUIRING EVERY PERSON AND ENTITY THAT HAS A CLAIM OF ANY NATURE OR SOURCE AGAINST THE COMPANY AND THAT IS
APARTY TO ANY ACTION OR OTHER LEGAL PROCEEDING (INCLUDING, WITHOUT LIMITATION, ARBITRATION, OR ANY JUDICIAL, QUASI-JUDICIAL,
ADMINISTRATIVE OR REGULATORY ACTION, PROCEEDING OR PROCESS WHATSOEVER) IN WHICH THE COMPANY IS OR WAS NAMED AS A PARTY,
OR AS A RESULT OF WHICH A LIABILITY OF THE COMPANY MAY BE ESTABLISHED, TO PLACE THE PETITIONERS UNITED STATES COUNSEL ON
THE MASTER SERVICE LIST OF ANY SUCH ACTION OR OTHER LEGAL PROCEEDING AND TO TAKE SUCH OTHER STEPS AS MAY BE NECESSARY TO
ENSURE THAT SUCH COUNSEL RECEIVES (A) COPIES OF ANY AND ALL DOCUMENTS SERVED BY THE PARTIES TO SUCH ACTION OR OTHER
LEGAL PROCEEDING OR ISSUED BY THE COURT, ARBITRATOR, ADMINISTRATOR, REGULATOR OR SIMILAR OFFICIAL HAVING JURISDICTION OVER

(A) WHEN INFORMED OFA SUBSEQUENT CLAIM, COUNSEL FOR THE PETITIONERS SHALL SERVE UPON THE HOLDER SUCH ACTION OR LEGAL PROCEEDING, AND (B) ANY AND ALL CORRESPONDENCE, OR OTHER DOCUMENTS CIRCULATED TO PARTIES NAMED IN
OF SUCH CLAIM A COPY OF THE SUMMONS, THE PETITION, AND THE MOST RECENT INJUNCTI)N ORDER ENTERED BY THE THE MASTER SERVICE LIST, AND

COURT,

3 PROVIDING, WITH RESPECT TO ANY PARTY-IN-INTEREST, CLAIM, ACTION, ARBITRATION OR OTHER PROCEEDING WHICH MAY

(B) THE HOLDER OF A SUBSEQUENT CLAIM WILL HAVE TWENTY (20) DAYS FROM SERVICE OF THE SUMMONS IN BE COMMENCED OR BECOME KNOWN TO PETITIONERS IN THE FUTURE (EACH A "SUBSEQUENT CLAIM'), THAT

WHICH TO FILE AN ANSWER OR MOTION WITH RESPECT TO THE PETITION, AND

(A) WHEN INFORMED OF A SUBSEQUENT CLAIM, COUNSEL FOR THE PETITIONERS SHALL SERVE UPON THE HOLDER OF SUCH

(C) ON NOT LESS THAN TWO (2) DAYS NOTICE TO COUNSEL FOR THE PETITIONERS, THE HOLDER OF A SUBSEQUENT CLAIM A COPY OF THE SUMMONS, THE PETITION, AND THE MOST RECENT INJUNCTION ORDER ENTERED BY THE COURT,

CLAIM MAY FILE A MOTION SEEKING AN ORDER OF THE COURT VACATING OR MODIFYING WITH RESPECT TO SUCH
SUBSEQUENT CLAIM THE INJUNCTION ENTERED IN THIS PROCEEDING SUCH REQUEST SHALL BE THE SUBJECT MATTER OF

A HEARING AS SCHEDULED BY THE COURT OTHERWISE, THE HOLDER OF A SUBSEQUENT CLAIM MAY FILE OBJECTIONS
AND BE HEARD BY THE COURT IN ACCORDANCE WITH THE TERMS OF ANY ORDER OF THE COURT PROVIDING FOR A
HEARING IN THE FUTURE ON THE RELIEF SOUGHT BY THE PETITIONERS IN THIS PROCEEDING

ALL PARTIES-IN-INTEREST OPPOSED TO THE PETITIONERS' REQUEST FOR A PRELIMINARY INJUNCTION MUST APPEAR AT THE
HEARING AT THE TIME AND PLACE SET FORTH HEREIN, OR AT ANY SUCH ADJOURNED HEARING ON THE PRELIMINARY INJUNCTION All
PAPERS SUBMITTED FOR THE PURPOSE OF OPPOSING THE PETITIONERS' REQUEST FOR A PRELIMINARY INJUNCTION SHALL BE FILED WITH
THE COURT WITH A COPY TO THE CHAMBERS OF THE HONORABLE BURTON R LIFIAND AND SERVED ON CHADBOURNE & PARKE LLP (ATTN

HOWARD SEIFE) SO AS TO BE RECEIVED ON OR BEFORE MAY 3,1999 AT 12 00 NOON NEW YORK TIME THE ORDEF DATED APRIL 26,1999 AND
SUPPORTING PAPERS WILL BE MADE AVAILABLE UPON REQUEST AT THE OFFICES OF THE PETITIONERS' UNITE] STATES COUNSEL AT THE
ADDRESS BELOW

CHADBOURNE & PARKE LLP
ATTORNEYS FOR THE PETITIONERS
30 ROCKEFELLER PLAZA

NEW YORK, NEW YORK 10112
(212) 408-5100

ATTN HOWARD SEIFE, ESQ
LISA DORR, ESO

* As used herein, 'United States" is delined toincludethe lilly slates, andall U S lemlones and possessions

(B) THE HOLDER OF A SUBSEQUENT CLAIM WILL HAVE TWENTY (20) DAYS FROM SERVICE OF THE SUMMONS IN WHICH TO FILE
AN ANSWER OR MOTION WITH RESPECT TO THE PETITION, AND

(C) ON NOT LESS THAN TWO (2) DAYS NOTICE TO COUNSEL FOR THE PETITIONERS, THE HOLDER OF A SUBSEQUENT CLAIM MAY
FILE A MOTION SEEKING AN ORDER OF THE COURT VACATING OR MODIFYING WITH RESPECT TO SUCH SUBSEQUENT CLAIM THE INJUNCTION
ENTERED IN THIS PROCEEDING SUCH REQUEST SHALL BE THE SUBJECT MATTER OF A HEARING AS SCHEDULED BY THE COURT OTHERWISE,
THE HOLDER OF A SUBSEQUENT CLAIM MAY FILE OBJECTIONS AND BE HEARD BY THE COURT IN ACCORDANCE WITH THE TERMS OF ANY
ORDER OF THE COURT PROVIDING FOR A HEARING IN THE FUTURE ON THE RELIEF SOUGHT BY THE PETITIONERS IN THIS PROCEEDING

ALL PARTIES-IN-INTEREST OPPOSED TO THE PETITIONERS' REQUEST FOR A PRELIMINARY INJUNCTION MUST APPEAR AT THE
HEARING AT THE TIME AND PLACE SET FORTH HEREIN, OR AT ANY SUCH ADJOURNED HEARING ON THE PRELIMINARY INJUNCTION ALL PAPERS
SUBMITTED FOR THE PURPOSE OF OPPOSING THE PETITIONERS' REQUEST FOR A PRELIMINARY INJUNCTION SHALL BE FILED WITH THE COURT
WITH A COPY TO THE CHAMBERS OF THE HONORABLE CORNELIUS BLACKSHEAR AND SERVED ON CHADBOURNE & PARKE LLP (ATTN HOWARD

SEIFE) SO AS TO BE RECEIVED ON OR BEFORE MAY 4,1999 AT 12 00 NOON NEW YORK TIME THE ORDERS DATED APRIL 27,1999 AND APRIL 28,
1999 AND SUPPORTING PAPERS WILL BE MADE AVAILABLE UPON REQUEST AT THE OFFICES OF THE PETITIONERS UNITED STATES COUNSEL AT
THE ADDRESS BELOW

CHADBOURNE & PARKE UP
ATTORNEYS FOR THE PETITIONERS
30 ROCKEFELLER PLAZA
NEW YORK, NEW YORK 10112
(212) 408-5100
ATTN HOWARD SEIFE, ESQ

LISA DOIR, ESQ
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S to — I O S S policies Others, though, say the extent of
p The earlier regulation said stop- ERISA pre-emption m a gray issue
lossinsurancepollcies must have at "It is a close question On the one
Continued from page 1 least a $10,000 attachment point hand, states have the right to regu-
loss policy from an excess pollcy to and an aggregate limit of at least late insurance On the other hand,
a primary policy The employer re- 115% of expected claims Under is this really an indirect way of reg-
ally is not taking on any risk," said the regulation, insurance policies ulating self-funding employee ben-
Bryson Popham, a lawyer in the below those levels were considered efit plans, which ERISA clearly
Annapolis office of Funk & Bolton, health insurance and would have pre-empts?" asked Henry Saveth,
which represents the Maryland to abide by state requirements an attorney with William M Mer-
State Assn of Life Underwriters, a But that regulation was struck cer Inc m New York
trade group of about 2,000 agents down in 1996 by a federal court, The immediate impact of the
and brokers m the state which found that the regulation Maryland legislation will be on
And, according to health care ex- imposed significant restrictions on small employers that buy stop-loss
perts, some insurers selling stop- employee benefit plans and thus pollicies with attachment points be-
loss policies in Maryland with very was pre-empted by ERISA (BI, low those set by the measure
March 4, 1996) That is because most larger self-
The court found that the effect of funded employers use much higher
the regulation was to force a small attachment points Employers with
employer either to take on more at least 500 employees often buy
risk by purchasing a stop-loss poli- aggregate stop-loss policies attach-
cy with a higher attachment point mg at between 115% and 125% of
or abandon self-funding and pur- expected claims and specific stop-
chase a traditional health insur- loss policies that cover claims
ance policy, which would include starting between $25,000 and
state-mandated benefits $100,000 Larger employers. at-
The state unsuccessfully ap- tachment points for aggregate cov-
pealed the decision all the way to er often start at 125% of expected
low attachment points really are the U S Supreme Court, which de- claims while specific stop-loss polt-
trying to circumvent a 1993 state clined to review an appeals court cies will cover claims of at least
law that | equires insurers selling decision that upheld the lower $100,000 and often $200,000, bene-
fully insured plans to small em- court ruling ht consultants say
ployers to abide by certam requze- The MIA says the legislation But in Maryland, small self-
ments, including guaranteeing re- should-unlike its earlier regula- funded employers using stop-loss
newability and providing mandat- tions-pass court muster policies would be affected by the
ed benefit packages "We studied the decision and legislation
Those insurers want to abide by drafted language to avoid the pit- “This is a matter of concern to
different rules," said Fran Doherty, falls" of the regulation, said Insur- small employers This would limit
vp-govei nment affairs with Care- ance Commissioner Mr Larsen a small employer's choice of
First BlueCross BlueShield in Ow- The legislation is solely directed at plans," Mr Pantos said
ings Mllls, Md insurers and their activities, which,
Maryland Insurance Commis- Mr Larsen said, is not pre-empted ployers could be affected If the
sioner Steven Larsen describes by ERISA Maryland legislation passes court
stop-loss policies with low attach- Supporters of the legislation also muster, that could give a signal to
ment points as "sham" arrange- expect a favorable court ruling other states to propose higher lim-
ments because, as he told Maryland "Care has been taken to regulate its on attachment points for stop-
legislators earlier this year, there is only the stop-loss policy and not loss insurance pollicies
no meaningful self-insurance by the health benefit plan," said Mr In fact, a National Assn of Insur-
the employer Popham ance Commissioners model law
The Maryland legislation comes Opponents disagree "The law calls for a minimum attachment
m the wake of federal court ruimgs will not stand up to a legal chal- point of $20,000 for specific cover-
striking down a 1995 Maryland In- lenge," said Jim Perry, director of age Policies with lower attach-
surance Administration regulation state affairs for The Council for Af- ment points would be considered
that imposed-in a somewhat dif- fordable Health Insurance, an health insurance and subject to
ferent way-curbs on stop-loss Alexandiva, Va -based trade group state regulations

Maryland's stop-loss
legislation 'would limit
a small employer's
choice of plans,' says
SllIA's George Pantos.

C said Joe Markey, association man- surers will line up when negotia-
OI I l p ager for the Sacramento-based lions begin over the bill, said Dan
California Self-Insurers Assn Walters, a Sacramento Bee politi-
Cont:nued from page 2 But in return for any increase, cal columnist who watches the in-
Vach, director of workers compen- employers say they want system surance Industry
sation for Interstate Brands Corp changes that include Mr Walters reminded the CCR
in San Diego, said in an interview - Basing a determination of per- conference that m 1981, during
Mr Vach also is a former commis- manent disability benefits on ob- negotiations over a previous work-
sioner on the state advisory board, jective medical criteria rather than ers comp benefits increase, insur-
the California Commission on subjective doctor opmions ance companies sided with appli-
Health and Safety and Workers' - A streamlining of benefit no- cants' attorneys rather than em-
Compensation tices and other forms
For employees working in
Northern California, Interstate
Brands' claims costs increased
65% from 1993 to 1998, said Mr . ., .
Vach, who did not address the To date, California’s bill
conference However, the increas- does not mention
es were somewhat less severe in f %
Southern California, where the Specitic workers comp
benefit increases or

1993 reforms did help stem costs
associated with stress-related

ployers

Insurers can gain from a benefits
increase if they can use it to Justi-
fy higher premiums, Mr Markey
told Bus:ness Insurance

With a $17 billion benefits in-
crease at stake, "there is some ele-
ment of concern” that insurers

could be tempted to gain from 11
But insurers have assured hun that

- A fair application of penalties

they are not likely to abandon em-

system changes.
ployers, he added

claims, Mr VVach said
Apart from the conference, an Also apart from the conference,
April 23 report from California’s Sacramento representatives for
Workers' Compensation Insurance so that employers are not fined for the American Insurance Assn and
Rating Bureau states that the av- a late payment of benefits when the Assn of California Insurance
erage cost of a 1998 Indemnity the delay is not their fault Cos said they would not support
claim is 45% higher than in 1994 To date, S B 320 does not men- the magnitude of benefit increases
and 9% higher than the costs of a tion specific benefit increases or sought by labor and claimants' at-
claim in 1997 system changes, and negotiations torneys without system improve-
Labor and attorney representa- between competing parties have ments similar to those sought by
tives have cited a decline in Cali- yet to begin over exactly what the employers
fornia's total workers comp costs bill will contain In the existing competitive mar-
to $9 billion in 1997 from $12 bil- Once under way, that debate IS ket, premiums are falling short of
lion in 1993 and a decline m claims likely to continue into the last covering insurers' costs And in
frequency as among reasons that a hours of this year's legislative ses- such an environment, it would be
$ 17 billion benefits increase is sion In September, Stephen Smith, Impossible for insurers to raise
due They also have cited a 1997 California s recently appointed di- premiums to cover benefit increas-
Rand Corp report that found that rector of the Department of Indus- es, they said
California's system fares poorly in tnal Relations, told the confer- "We would find it extraordinar-
compensating injured workers for ence In the end, Gov Gray Davis 1ly unlikely that we would sign off
lost wages (BI, Nov 24, 1997) will want a consensus bill that will on something that employers
Employers are facing plenty of meet the needs of all interest would not sign off on," said Mark
political pressure m Sacramento groups, he added Webb, vp-state affairs for the
and recognize that they will have For employers, one of the re- American Insurance Assn in
to give in to a benefits Increase, maining the questions is where in- Sacramento 1ai

Atlanta- liermuda tilleacro Lon(lon itamiord

Ultimately, though, larger em-*

Updates

Infertility a disability: EEOC

Continued from page 2
ment of the EEOC's position and a position that has been known
for many years," said Tamera Donavon, director of legal services
for Franklin Covey The company has not decided how to respond
to the ruling and will discuss it with the EEOC, Ms Donavon said
The ruling follows the U S Supreme Court's decision last June
that an HIV-infected woman should be considered disabled under
the ADA because she is unable to bear children The high court's
ruling in that case, Randon Bragdon et at us Sidney Abbott et at,
was expected to bolster employee claims that denial of infertility
benefits is discriminatory (Bl, June 29, 1998)

ALM eyes Lloyd's profitability

LONDON-Lloyd's of London syndicates owned by corporate
investors may bear the brunt of the market's future losses, accord-
ing to a study by the Assn of Lloyd's members

The ALM's "Lloyd's Market Results Summary 1999" states that
names whose capacity was spread across a portfolio of syndicates
had a return of 7 76% on capacity for the 1996 year of account,
compared with a 5 22% return for publicly traded corporate in-
vestors Both returns are net of members' personal expenses

As for return on capital, names are enjoying a 25 9% return for
1996, while corporate investors are receiving a 10 4% return, the
ALM says This gap is so wide because individual names were re-
quired to post funds totaling 30% of their underwriting commit-
ment in 1996, while corporate investors generally were required
to put up about half of their premium limit

The ALM expects a wider gap for return on capacity for the
1997 account, which will be reported next year under Lloyd's
three-year accounting system Traditional names will make a
3 32% return on capacity, whereas the corporate investors are
looking at a 1 45% return, predicts the ALM

Corporate investors not using a members agent are showing
even worse returns, with a 1 02% loss on capacity for 1996, and a
predicted 0 5% loss in 1997

"The implication is that the move toward (integrated Lloyd's
vehicles) may have serious consequences in terms of profitability
for their shareholders," said ALM Chairman Michael Deeny

Integrated Lloyd's vehicles own underwriting agencies and pro-
vide all the capacity to their syndicates, effectively operating as
Lloyd's- based insurance companies Mr Deeny said the lack of
spread in ILVs' portfolios, compared with that of traditional
names who have capacity on a number of syndicates, means that
any losses become concentrated in the ILV

'97 workplace deaths up slightly

WASHINGTON-More than 6,200 workers died from job-related
injunes in 1997, according to a report from the AFL-CIO

The figure of 6,218 deaths in 1997 is up from 6,202 m 1996, the re-
port said, citing the latest data from the Bureau of Labor Statistics

The report, "Death on the Job The Toll of Neglect," also report-
ed that the national inlury rate decreased slightly, falling in 1997
to 7 1 per 100,000 workers from 7 4 in 1996 Also, the incidence of
disorders associated with repeated trauma dropped-for the third
time since 1982-to 275,200 in 1997 from 281,000 in 1996, accord-
ing to the report, the labor organization's eighth annual report on
trLeSstt?tus of health and safety protections for workers m the Unit-

Alaska, Wyoming and Montana had the highest Job fatality rates,
while Connecticut, Rhode Island and Massachusetts had the low-
est

In terms of workers compensation benefits for disabling injuries,
lowa, Vermont and New Hampshire provide the highest benefits,
while Georgia and New York had the lowest, according to analysis

Workers met in more than 100 communities last week to observe
Workers' Memonal Day and remember colleagues who were killed
or injured in job-related accidents

The workers also emphasized the need for stronger health and
safety protections, especially a national ergonomics standard, ac-
cording to an AFL-CIO statement

Briefly noted

The Associated Press reported Friday that Antoine Bernheim was
fired as chairman of Italian insurer Assicurazioni Generah SPA Mr
Bernheim was fired at a board meeting, the AP said It said Alfonso
Desiata, chairman of life insurer Alleanza Assicuraziom SPA, was
named his replacement, Generali owns 54% of the life insurer The
news service said Mr Bernheim's firing was related to the takeover
battle for one of Italy's largest banks The Senate Health, Educa-
tion, Labor and Pensions Committee approved the SAFE Act, S 385,
sponsored by Sen Mike Enzi, R-Wyo, last Thursday on a strict party
hne vote T'he measure would allow employers to use third-party au-
ditors to help brmg workplaces into comphance with safety standards
set by the Occupational Safety and Health Administration The In-
diana Legislature last week approved a commercial lines deregula-
tion measure, and the bill is now before Gov Frank O'Bannonfor his
signature The bill adopts rate and form hhng deregulation for
pohcyholders meetmg a dehnition of exempt commercial pollcyhold-
er Missouri legislators are continuing to consider a commercial
lines deregulation bill Members of the full House approved it recent-
ly, while members of the Senate Insurance Committee approved it last
week Daytona Beach, Fla -based broker Poe & Brown Inc offi-
cially changed its name to Brown & Brown Inc. at its annual share-

holders meeting last week The change is a return to the original name
of the broker that combined with Poe & Associates Inc in 1993 to
form Poe & Brown



OSHA agrees to meet with state boards

IAIABC says proposed ergonomics standards infringe on state decisions

By MICHAEL PRINCE make such decisions is contrary to the they became public in February The
Occupational Safety and Health Act, the standards would cover all worksites in-
Leaders from state workers comp objection letter states volving manufacturing and manual han-
boards are scheduled to meet with feder- The IAIABC's goal, Ms Sewell said, IS dling, as well as any worksite where a
al officials in a few months to discuss the to open a dialogue with OSHA to modify single work-related musculoskeletal dis-
controversial proposed ergonomics stan- order is reported Such worksites would
dards released earlier this year be required to adopt programs to identi-
In response to a letter from the Inter- 61 a proposed standard does fy, analyze and train workers to prevent
Nnational Assn of Industrial Accident worker injuries Employer and insurer
Boards & Commissions oblecting to as- not in any way. . .inhibit or groups have criticized the program as too
pects of the controversial standards, of- interfere with' a state workers burdensome and an overreaction
ficials of the Occupational Safety and IAIABC Executive Director Jamie

Health Administration last month comp agency's operations, Beletz said he is excited about talking
contacted the IAIABC and agreed to says James Ellenberger. directly with OSHA and that the IAIABC

meet with its executive committee letter has achieved its goal of opening di-
The IAIABC, an association of state alogue

workers comp administrators, released The objections themselves, however,

in March a letter detailing its opposition the proposed standards so states retam have come under attack

to OSHA's proposed ergonomics stan- the decision-making authority "l think the IAIABC flew off the han-

dards Ms Sewell added that she thinks the dle on this," said James Ellenberger, as-

The primary objection, according to aspects of the standards the IAIABC con- sistant director for the AFL-CIO's de-
IAIABC President Joyce Sewell, IS that siders problematic were not designed to partment of occupational safety and
the standards "infringe on the workers undermine states' authority, but rather health in Washington
comp administrators' decisions of were "an unintended result of the pro- "The proposed standard does not in
whether an employee injury or illness is posed regulations " any way, shape or form Inhibit or inter-
work-related " OSHA's proposed ergonomic standards fere with" a state workers comp agency's

This infringement on states' ability to have received repeated criticism since operations, he said

Hines symposium to address millennium

CHICAGO-This year's Harold H Hines health care and education Following Mr in the school of business of the University
Ir Memorial Symposium will offer a futur- Barlow's presentation, a panel of risk man- of Wisconsin-Madison, and William D
ist's view of what the new millennium holds agement and insurance industry experts Smith, president and chief operating officer

for business and society, along with expert will offer their views on what the predic- of Long Grove, lll -based Kemper Insur-
analysis of what it means for risk tions mean for risk managers and ance Cos and a member of Kemper's board
management and commercial insur- Tooo the commercial insurance busi- of directors

ance coternn mines Jn ness The event honors the late Harold H Hines

Memorial Symposium

Titled "Journey into the Next Mil- T-d., M., 18 %999 Among the panelists will be Jr, former president and chief executive of-

[ennium,” the symposium will be James V Davis, chairman and ficer of Rollins Burdick Hunter Co, now
held May 18 at the Union League 0,U'1111111'll/ chief executive officer of the Ad- Aon Group Inc It is presented by the
Club of Chicago N il i. m. vanced Risk Management Ser- Chicago and Chicago Suburban chapters of

(omtoes promars themaavos o man- j in NastRAile: & Wi SRERIACT I MEURTHER"SThEY T CHitago amd
mize the opportunities and minimize / al 15¢ 1 ly, managing director of J P Business Insurance
the risks associated with coming L ,SI&114&- Morgan in New York and chief Registration for the event will begin at

1/U466/&606 1/66U,U/tle, 1Vidy O, 1333 / 40
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PCS catastrophe options

As of April 30

call Pnce call Price
spread bid/ask spread bid/ask
National Annual 1999 California Annual 1999
a0/60 130/180 60/80 10/23
60/80 60/120 80/100 O UI ©
80/100 50/- 150C o5/25
150C 53/80

200/250 36/60 Western Annual 1999

80/100 O8/22

Southeastern September 1999

40/60 =28/- Midwest June 1999
60/80 23/30 10/20 12/-
80/100 20/24

Flonda Sept /Dec 1999
Eastern September 1999 100/150 26/-
40/60 33/-

Total volume 1 Total open interest 10,682
For information on PCS cat options, call the Chicago Board of

Trade at 312-435-3674

Source Chicago Board of Trade

British Issues

Price P/E Div Yield 52-week
Companies pence pence % high-low
Gdn Royal Exch 380 58 100 33 396-331

Legal & Gen 181 22 O 36 26 237-168
Royal & Sun 536 17 9 23 O 56 633455

events and changes, will begin with 71 operating officer of the compa- 315 pm, with the program beginning at Brokers

Euturist Edward D Barlow Jr offer- ny's Corporate Services Group 3 30 p m and a reception following imme-
mg his predictions for the economy, Also on the panel will be Dan diately at 5 30 p m

business and social trends in the new UU Ar, Irl R Anderson, the Leslie P There is no charge to attend For an invi-
century Mr Barlow iS a member of -$' Schultz Professor of Risk Man- tation, contact The Insurance School of

the graduate school faculty at the ~Jouniey Into :he Next agement and Insurance m the de- Chicago, 175 W Jackson Blvd , Suite 2200,
University of San Francisco with ex- partment of actuarial science, Chicago, Ill 60604, 312-427-2520, fax 312-
ecutive-level experience in business, risk management and insurance 427-8528

Lmbrt Fenchurch 90 73 57 80 21-58

JLT 221 10 1 12 O 67 242 166

Note Pnces are Apnl 30 closings, other numbers from Apnt 29

_SOUrce_Nordby lotemattonalfne (nordby com) Boulder, Colo 2
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Weekly Year to date Year to date Weekly fear to date Year to date Weekly Year todate Yeartodate

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

Aon Corp NYS 6850 301 22.19 7556 as 25 2343 CNA Surely NYS 1350 3.85 s.62 1675 10.19 20 St Paul Companies NYS 2869 5.56 1804 a5.44 28.06 as536

E W Blanch Holdings Inc NYS sa888 a.56 26.10 6200 sass 255 EMC Insurance Grap Inc NDO 1138 10 64 1078 1588 9.00 73 SCoRrR NYS s125 1.61 2115 7275 as06 88

Gallagher Anhur J & Co NYS 47.50 1.30 857 5063 sa88 125 ESG Re Limited NDO 1700 216 1420 26.00 12785 173 SAFECO Corp NDQ 3975 -o1e 6.47 s038 s6.69 3967

Hilb Rogal & Hamilton NYS 1863 261 ooo 1988 1538 18 Enhance Financial Services NYS 2069 2.93 3161 37.31 1731 610 SCPIE Holdings Inc NYS 2400 303 20.17 3838 2388 NA

Kaye Group Inc noa 7.00 3.70 3as 8.06 513 as Everest Reinsurance NYS 3031 583 1738 4350 2875 1944 Se.bels Bruce Group Noo 4.13 1379 1786 s.25 269 28

Marsh & McLennan NYS 7656 362 2949 81.13 a3 38 3241 Executive Risk Inc NYS 71.75 o7e 3318 75.00 3550 243 Selective Ins Group NDQ 1938 7.08 a32 2850 1669 419

Brown & Brown NYS 3269 6 44 6.44 4250 2931 43 EXEL Ltd NYS 6069 264 1520 8325 5450 1471 Terra Nova Ins Co Ltd NYS 2244 ©0.00 795 3500 2125 128
BROKERS AVERAGE 2.47 05 Fremont General Corp NYS 20.00 031 17.10 s0.06 1650 1119 Tok.0 Marine & Fire NDO 59.13 0.42 0.a2 6288 39.00 s5

Frontier Insurance Group NYS 1381 aza 1050 2469 1088 590 Torchmark Corp NYS 34.19 5.20 162 47.19 30 69 1816

INSURERS/REINSURERS Gawnsco Inc NYS 4.75 a1 24.75 13 425 181 Transatlantic Holdings NYS 7688 107 1.65 94.50 73.63 168

ACE Ltd NYs 30.25 are 746 300 24 38 3787 Harleysville Group NDO 1863 261 2696 2750 1700 485 Travelers Property Casualty NYS 34.50 160 1265 45.75 24.13 896

Accel International Corp NDO 231 263 2292 350 2.13 6 Hartford Steam Boiler NYS a7.88 3.04 575 sose s4.75 226 Trenwick Group inc nNDo 28.00 a67 1146 4050 2550 27

Acceptance Insurance Cos NYS 1406 1084 2025 2563 1206 363 HCC Insurance Holcings NYS 21.13 305 2472 23.19 16.00 418 Unico American Corp NDO 1013 o061 1220 1625 863 °s .

AEGON N Vv NYS 95.13 871 2199 13013 6425 505 ING Groep N V NYS 138 2.40 oe1 7675 36.06 303 United Fire & Casualty NDO 2650 1.02 20.38 42,75 2275 a7

Aetna Life & Casualty NYS 87.69 393 °.87 93.50 so.19 7419 IPC Holdings Ltd NDQ 1763 662 2253 3325 17.38 1188 Untirin NDQ sa.63 107 220 3800 27 88 570

AFLAC Inc NYS 5425 408 2330 56 75 25.13 8698 Hartford Financtal Services NYS s8.94 77 5 60 61.69 37 63 2974 UNUM Corp NYS 54.63 1700 -886 6250 41.75 5006

Allmerica Financial Corp NYS 57.31 0.54 121 7525 38 38 1830 LaSalle Re Holdings Ltd NYS 1469 129 2879 39.63 11.63 172 Vesta Insurance Co NYS 506 8.00 11.96 5769 338 az1

Allstate Corp NYS s6.38 628 s52 5238 34 75 11433 Lincoln National NYS o6.06 108 1591 100.50 67.00 1820 Zenith National Ins NYS 2375 s.56 2.70 2010 2031 104

AMBAC Indemnity Corp NYS 60.38 569 0.73 6594 40.88 1395 MAIC Holdings Inc NYS 2750 179 1406 33.13 2325 220 INSURERS/REINSURERS AVERAGE 0.70 a90

American Bankers Ins NDQ 5244 -0.36 o.82 6200 30.13 1501 Market Corp NYS 18650 2.68 3.47 187.00 132.00 23

American Rnancial Group Nvs 3631 034 1184  as75 2050 261 MBIA Insurance Greup Nvs 6725 228 141 8013 4606 1665 HEALTH MAINTENANCE ORGANIZATIONS

American General NYS 74.00 2.79 5.43 79.00 52 38 2530 Meadowbrook Insur Group NYS 1356 8.05 1686 s288 1356 23 Foundation Health Systems Inc NYS 1381 1.38 2557 3263 5 88 2230

Amencan Heritage Life Ins NYS 23.19 288 364 2669 1863 113 MMI Gos Inc NYs 1550 3.13 7.12 24.13 1375 127 Humana Inc NYS 1363 6.34 28.05 32.13 10 06 5648

American Indemnity/Fin 1 NDQ 1356 o.ae 27.65 1538 1025 v Mutual Risk Mgmt Ltd NYS s8.88 0.2 2.47 4325 25.38 380 Oxford Health Plans NDO 1904 777 4241 2425 581 18146

American Intl Group NYS 11700 970 20.15 134.00 64 88 14037 NAC Re Corp NYS 5450 295 16.73 s588 4369 487 Pacificare Health Sys NDO 73.31 8.81 2.53 sa.es s37s 172

American Safety Insurance NYS 7.63 -os1 1974 14 50 663 31 Na.gators Group NDO 14.13 _oss 7.38 1950 1325 62 Safeguard Health Enter NOO .50 12 50 2632 9.19 234 37

Argonaut Group NDO 2500 ooo 47 3500 21.25 107 NYMagic Inc NYS 1494 o.84 2844 3425 1238 20 Sierra Health Services NYS 1250 7.53 40.12 2675 1044 a1

AXA UAP Group NYS 63.94 oeo 1066 8025 3825 212 Ohio Casualty Corp NDO 37.16 0.25 .65 51.75 33.75 183 United HealthGroup NYS 56.13 a18 2595 7394 29.56 4575

Baldwin & Lyons Inc NPo 23.50 o30 053 26.00 1850 14 Old Republic int'l NYS 1956 340 -875 31.25 17.94 1a7a Wellpoint Health Networks NYS 70.25 586 18 20 s7ss 50.50 1891

Berkley W R Corp NEo 2750 118 1852 4988 2350 263 Onon Capital Corp NYS 20.44 .08 24.88 se.2s  27.56 622 HMOs AVERAGE s33 ass

Berkshire Hathaway Inc NYS 76400 00 -o78 11.86 84000 00 57000 00 2 Partner Re Ltd NYS a1.25 a.a3 8.71 5250 3363 553 ALL COMPANIES AVERAGE 119 290

Capital RE Corporation NYS 19.56 188 ©.00 3869 1194 275 Penn America Groui Inc NYS 1050 -233 1351 2063 8.13 65

Capitol Transamenca Corp NAS 15.13 901 1449 2275 1331 62 PMA Capital Corporation Noo 2025 0.00 351 23.75 1663 240

Centris Group Inc NYs 11.38 109 21.33 1444 794 o5 Philadelphia Cons Holding NDO 2469 azs 16.18 25.50 18.63 224

Chartwell Re NYS 1850 25.42 2043 s0.94 1350 316 PXRE Corp NYS 1900 194 24.75 32.88 1800 20

Chubb Corp NYs 5925 128 876 8881 54.00 5606 Reliance Group Holdings NYS 750 ooo az03 1981 7.31 1864

CIGNA Corp NYS 87.19 245 1214 9100 57.19 2418 ReliaStar Financial Corp NYS se7s 1050 1788 5244 29 00 4697

Cincinnati Financial Corp NYS 40.38 205 13.13 4475 3050 1059 RenaissanceRe Holdings Ltd NYS 3119 a77 13.67 4906 3000 162

Cmgroup NYS 7488 ooo 48.08 77.63 28.50 38872 Risk Capital Holdings NDO 1450 645 31.38 25.50 1200 eo

CNA Financial Corp NYS 40.81 225 382 s1.25 3300 540 RLI Corp NYS 3181 2.62 .68 4563 2788 62

Top advancing issues Chartwell Re, UNUM Corp, Se,bels Bruce Group Leading dectiners ReliaStar Financial Corp, American Intl Group, Meadowbrook Insurance Group Most active issue Citigroup The B/Index decreased 1 2%, the Dow Jones 30

Industrials gained 0 9%, the S&P 500 fell 1 6% and the NYSE Composite declined 08% Average P/E Brokers, 178, Insurers/reinsurers, 18.1, HMOS, 17 O

Source Nordby Intemallonal Mc (nordby com), Boulder, CO
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MU It's my job to be an excellent judge of

character...to determine when someone

< is telling the truth and when they're
E committing insurance fraud. Of course,
most people are honest, but the ones
g that aren’'t cost businesses and workers
$25 billion a year. That's why I'm available

Arrse

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. //

00{3®maG[KEB h ZIXED@09 consider forming an in-house

sofety team in order to evaluate and record accidents os they LIBERTY

happen. Also, report accidents immediately to insure occuracy. MUTUAL



