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Insured losses expected
from global computer virus

The "Love Bug" virus that raced through
computer systems worldwide last week

could produce insurance claims for first-
party and third-party losses, say brokers

who specialize in Internet-related risks.
But by last Friday morning, those brokers

had not seen any claims stemming from the

virus that got its name after first appearing

late Wednesday with the words '7 Love
You" on e-mail subject lines.
Computer owners likely are still assessing

Hawail adds captive class

By ROBERTO CENICEROS

HONOLULU-A new law in
Hawaii allows the formation of a
new, special type of captive that

would provide reinsurance or ex-
cess insurance for international
risks.

The facilities also could write
coverage for U.S. operations.

The new law expands Hawaii's
existing captive statute to create a
new type of captive insurer. These
entities insuring risks located out-
side the United States would
abide by the minimum reserve

standards set in the country in
which the captive's ceding insurer
is domiciled or the excess insur-
ance risks are located.

For non-U.S. risks, the captives
also may invest their funds ac-
cording to the insurance regula-
tions established by the jurisdic-
tions in which the exposures are
located.

Hawaii regulators, however.
will have ultimate discretion in
setting minimum capital and sur-
plus requirements on a case-by-
case basis. They also will have ul-
timate say in the investinents and

where they are made.

Furthermore, the law will allow
captives to use the accounting
standards applied in other nations
so they are not bound by the gen-
erally accepted accounting princi-
ples in the United States.

The new facility types are con-
sidered Class 5 captives under
Hawaii's captive law. Previously
established classes include pure
captives, risk retention groups
and leased facilities. Late last
month, Hawaii Gov. Benjamin
Cayetano signed into law the leg-
islation creating the new captive

category. It became effective im-
mediately.

Formation of the captives will
raise Hawaii's stature as a captive
insurance center, experts say. It
will increase the domicile's focus
on its own potential market
sphere, which includes the West
Coast and the Pacific Rim. It may
also position the domicile to boost
its business dealings with
Japanese captive owners and
Japanese insurers.

Experts also expect the facili-

ties could bring increased special-
See Hawaii on page 57

the extent of any damage, said Emily

See Updates on nezt page

Banks named in suits

Court restricts

pollution
exclusion

By MARK A. HOFMANN

OLYMPIA, Wash.-The absolute pollution exclusion does not
apply to bodily injury claims based on negligent tort simply be-
cause a "potential pollutant" caused the injury, the Washington
Supreme Court has ruled.

Attorneys disagree, however, over whether the decision will
have any impact beyond Washington's borders.

Kent Farms Inc. vs. Zurich Insurance Co. began in 1954, when a
man delivering diesel fuel to Othello, Wash.-based Kent Farms
Inc. was blasted in the face with fuel because of a faulty intake
valve on the farm's fuel storage tank. Steven Gugenberger suf-
fered "significant injury,"” and sued Kent Farms in Adams Coun-
ty, Wash., Superior Court, according to the Washington Supreme
Court decision. The claim was settled for an undisclosed amount,
and Kent Farms, which had a commercial farm liability insurance
policy underwritten by Zurich Insurance Co., sought coverage and
defense costs from the insurer. Zurich refused, claiming :hat "cov-
erage was precluded by a pollution clause in the policy," accord-
ing to the decision.

The trial court disagreed with Zurich's position, as did the state
court of appeals, holding that diesel fuel "is not a pollutant when
used as intended." Zurich appealed to the state Supreme Court,
which issued its ruling on April 27.

"This exclusion clause does not deal with the discharge of sub-
stances that may also be pollutants directly onto (and into) an in-
dividual; rather, this clause specifically addresses those situations
in which injury was caused by environmental damage," wrote Jus-
tice Charles V. Johnson for the unanimous court.

The decision noted-and then dismissed-Zurich's argument
that the exclusion clause applied because diesel fuel is a pollutant.

That reasoning "misunderstands the nature of the claim,” wrote
Justice Johnson. Mr. Gugenberger "was not polluted by diesel
fuel. It struck him; it engulfed him; it choked him. It did not pol-
lute him. Most importantly, the fuel was not acting as a 'pollutant’
when it struck him any more than it would have been acting as a

See Pollution on page 57
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over failed insurers' assets

By DOUGLAS McLEOD

DALLAS-Years after their collapse left thou-
sands of policyholders in the lurch, several fraudu-
lent offshore insurers are returning to haunt a new
group of businesses: the U.S. banks that managed
trust accounts intended to protect policyholders but
that ultimately proved worthless.

Receivers and claimants of two defunct Caribbean

insurers-including one operated by infamous for-
mer London underwriter Peter Cameron-VWebb-are
suing Chase Bank of Texas N.A., charging that the
bank helped conceal the insurers' insolvency for
months while their operators siphoned premiums off-

shore.

The actions, involving Alpine Insurance Co. Ltd. of
the Turks & Caicos Islands and Mr. Cameron-Webb's

Western Star Insurance Co. Ltd. of Antigua, follow a
similar 1998 lawsuit against a New Mexico bank by
the liquidator of the bogus Meadowlark Insurance
Co. Ltd.

The New Mexico bank, since absorbed by Bank of
America, settled the case earlier this year for
$900,000.

In all three cases, the banks executed standard
form trust agreements drafted by the National Assn.
of Insurance Commissioners to protect policyholders
of alien insurers. The banks violated the agreements,
though, by allowing the insurers to fund the trusts
with questionable assets and by modifying the agree-
ments to relieve themselves of reporting and other
obligations, the suits allege.

The trusts were a handy marketing tool for the off-

See Banks on page 55

Employer facing challenges after shares plummet

Taking stock of purchase plan

By JOANNE WOJCIK
KOCHANIEC

USEC Inc.'s employee stock
purchase plan began as a success
story.

A booklet that was awarded the
Best of Show by a panel of inde-
pendent judges in Business Insur-
ance's 1999 Employee Benefit
Communications Awards compe-
tition persuaded some 60% of
USEC's employees to buy stock in
the company. Usual initial partic-
ipation in such plans is only about
30%, consultants say.

And generating interest in the
plan had been an especially

formidable challenge for USEC,
which is the world's leading sup-
plier of enriched uranium fuel for
commercial nuclear power plants.
Not only had the company just
gone public, it was also a newly
privatized spinoff of the U.S. gov-
ernment, and many of its employ-
ees had never worked for an orga-
nization that offered stock.

But less than two years after the
plan's inception, the stock that
employees rushed out to buy has
plummeted in value. USEC shares
closed Friday at $4.69, down 67%
from $14.25 at their initial offer-
ing.

The Bethesda, Md.-based com-

pany also has reduced its dividend
to investors, and both Standard &
Poor's Corp. and Moody's In-
vestors Service Inc. have lowered
USEC's credit rating to below in-
vestment grade. In addition, hun-
dreds of USEC's workforce-pos-
sibly as much as 20%-are being
asked to quit voluntarily or risk
being laid off, according to press
reports.

USEC's riches-to-rags story is
not the first, benefit consultants
say.

And with the growing populari-
ty of stock being offered to em-
ployees as compensation by the

See Stocks on page 54
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Claims expected from virus Ru I ! ng may S pu ru ptl Ck
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Continued frompremouspage
Freeman, practice leader for Marsh Inc 's e-Business Risk Solu- I | l S e C u rl t I e S I I t I g a t I O l l

tions in San Francisco

The bug is a particularly destructive one that attaches itself to By JUDY GREENWALD filed under the state law, is un- By the time Morgan Stanley
computer files and then surfaces for later attacks, Ms Freeman likely to lead to more lawsuits sold Mr Roskind's stock, 77 min-
explained SAN FRANCISCO-A cCalifor- According to the decision b3 the utes later, the price had dropped,

Various media sources reported late last week that the comput- nia appellate court decision that California Court of Appeal for the causing Mr Roskind to lose
er virus originated in the Philippines, attacked millions of com- permits investors to sue stockbro- 1st Appellate District, Mr $34,000 he claimed would have
puters and may cause $1 billion in losses by forcing many busl- kers under the state's unfair com- Roskind had ordeied New York- made had the firm acted prompt-
nesses and government agencies to shut down their e-mail systems petition law could lead to a dra- based Morgan Stanley to sell ly Mr Roskind complained first
for repairs matic increase in litigation, attor- 14,000 shares of Netscape Com- to Morgan Stanley and then to the

The virus can destroy or damage software and data and inter- neys warn munications Corp stock on his Market Regulation Committee of
rupt business, all of which could result in insured claims, Ms Some attorneys, how ever, dis- behalf Instead of selling it at the the National Assn of Securities
Freeman explained agree and say the April 27 appel- $68 a share at which it was then Dealets Inc , a private, selt-regu-

In addition, it could also result in liability claims if a policy- late court decision in James ti ading, though, the brokerage lating group of dealers
holder passes the bug on to another party and the virus causes Roskind us Morgan Stanley Dean "traded ahead" and delayed the Under a settlement reached be-
losses, she said Witter & Co, which held that fed- sale while It sold ItS own block of tween NASD and Morgan Stan-

Insurance coverage for such losses could vary by policy type eral law does not pre-empt suits Netscape stock first See Suits on page 55

Some specialty Internet products only cover first-party losses,

others only pertain to third-party risks, and some products ad- B ff tt d f d

aress both uitre etenas rese rves
But nearly all those products are relatively new, and many busi-

ness computer owners may not have any coverage, insurance in-

dustry experts said $275 million adequate to cover Gen Re's Unicover losses
Any claims arising from the virus attacks are likely to be numer-

ous but not severe for insurers, said Brad Gow, assistant vp-infor- By MARK A. HOFMANN

mation technology products group for ACE USA in Philadelphia

ACE offers specialty coverage for Internet risks OMAHA-A $275 miillion reserve set aside more than a ,
So far, the virus appears to have spared dot-com companies that year ago to covel the losses of a General Reinsui ance Corp

provide Internet services for other businesses, said Peter R unit from the collapse of the Unicover Managers Inc rein-

Taffae, vp of the financial services division for surplus lines bro- surance pool remains adequate to cover the exposure, ac-

ker Brown & Riding in Los Angeles Therefore, he expects most cording to Warren Buffett, chairman ot Omaha-based

claims will be of a first-party nature, while third-party losses will Berkshire Hathaway Inc

be minimal Mr Buffett offered that assessment at Berkshire Hath-

away's annual meeting late last month, as he fielded ques-

1 H H 1 tions from shareholders about the performance of individ-
Treasury reviewing retiree info . ¢+ the pertorn
ual Berkshire Hathaway holdings, including Gen Re, and
WASHINGTON-The U S Treasury Department is reviewing about his investment philosophy and market outlook
whether employers are providing early retirees sufficient informa- Although he did not nave to deal with a flood of ques-
tion to enable them to compare the value of taking their pension tions many observers had expected about Gen Re-which !
- . . ege — PHOTO AP/ WIDE WORLD
benefit as a lump-sum benefit vs taking them as a monthly annu- suffered underwriting losses of more than $1 18 billion last
. . Berkshire Chairman Warren Buffett fielded ques-
1ty year-Mr Buffett defended the reinsul er as having - - .
In a letter released last week by Sen Tom Hal-kin, D-lowa, Act- See Buffett on page 56 tions on unit General Re at the annual meeting.

ing Treasury Department Assistant Secretary Robert Talisman
said the information gathering should identify what types of dis- =
closure are needed to best serve employees without inundating = C I a Ss_a Ctl O n
them with misleading or confusing data O d d b e I l efl tS
Currently, a lump-sum benefit does not have to be equal in val-
ue to an annuity in situations in which the employer provides a : :
subsidized early retirement benefit A subsidized annuity is one in d = t 3 S u ItS to CO n tl n u e
which the employer does not fully reduce the benefit to reflect the raW C rl I CS
fact that an employee is retiring before his or her normal retire-

ment age By RODD ZOLKOS
Sen Harkin, who said he welcomed the Treasury Department Plan ConS|Stency favored
action, said it is "outrageous" that employers may "bury" the fact ATLANTA-Class-action litigation is going to re-
that a lump-sum benefit does not include early retirement subsi- By LEE FLETCHER main a featule of the legal landscape in the years
dies ahead, so executives of businesses that might find
Although some exotic benefits may be offered to themselves targeted should be prepaied to deal with
Berm Uda prem Ier attaCkS tax plan attrac.t new employees, industry .consultants and 1t )
beneflt managers agree that ConS|stency, cost and I have come to understand that there are abuses
SAN FRANCISCO-A bill in Congress that aims to close an al- utilization rates are important aspects to consider of our class-action rules,” said Robeit E Hit shon, a
leged Bermuda tax loophole is an attempt to dictate the tax poll- when determining which benefits to offer employ- shareholder in the Drummond Woodsum & MacMa-
cy of Bermuda, says Bermuda Premier Jennifer Smith eces hon law firm in POltland, Maine, and president-elect
Speaking at a meeting this week during the Risk & Insurance Mike Hayes, a Chicago-based managing consul- of the American Bar Assn
Management Society Inc 's annual conference and exhibition in tant with Watson Wyatt Worldwide, does not en- "The rule is not perfect Like any rule, it can be,
San Francisco, Ms Smith said the measure, H R 4192, also un- courage clients to offer exotic types of benefits to and has been, abused
fairly singles out Bermuda as a target and ignores many other individuals because, he said, it inevitably leads to "But chiss action is absolutely essential to oui
countries, including several in Europe, whose tax systems differ more of the same American bystem of justice,” Mi Hirshon said Con-
from that of the United States "Some employee requests are very individualls- sequently, eliminating the piactice would be a seri-
The bill received strong backing, however, from one of four U S tic You're really not satisfying a broad need in ous mistake, he said
insurers that proposed the legislation any way, and you are opening yourself to numer- Moderating a session on class-action litigation at
Dean O'Hare, chairman and chief executive officer of Chubb ous other requests,” Mr Hayes said the Alliance of American Insurers' annual meeting
COlp in Warren, NJ, labeled the transactions that the bill would Before a company offers an exotic benefit, Mr last month in Atlanta, Mr Hirshon noted "A funda-
penalize as "phony reinsurance" and said he was confident that Hayes said, management should assess the emo- mental objective is uniformity of decisions to people
the issue would be addressed this year tion of the situation, only in a unique situation is similarly situazed Class-action lawsuits provide ac-
The bill was introduced into the House of Representatives in- See Benefits on page 55 cess to our legal system where access might not
March as an attempt to increase the taxes on the U S affiliates of See Class on page 55
Bermuda-based companies that reinsure U S -based risks with = H
their Bermuda affiliateps InSIde

The insurers that backed the bill-Chubb, the Hartford Finan-
cial Services Group Inc , Liberty Mutual Insurance Co. and Kem-

per Insurance Cos -contend that the loss reserves of the reinsured + The Department of Health and Human Services' pro- Departments

business grow tax-free in Bermuda, which gives the Bermuda- posals on privacy in medical records could end up caus-
owned companies an unfair advantage over their U S competi- Ing mcre problems than they solve, this week's editorial Advertiser Index e
tors says PAGE 8 Classifieds 54
Bermuda-owned insurance companies, however, say that the For the Recor 59
reinsurance transactions are priced at commercial rates and that - Japanese non-life insurer Dai-Ichi Mutual Fire & Marine Global Briefs 49
the premiums reinsured are subject to an exeise tax in the United folds, in the first failure by a non-life insurer in that country Insurance Services Guide s
States since World War 11 PAGE 49 international 49
Regardless of the details of the transactions, the legislation is an Opiniong 8
attempt by some members of Congiess to inteifere in the fiscal = Dutch insurance conglomerate ING Group is looking to Ticker Ko

policies of another country, said Ms Smith expand its presence In the U S life and benefits market-
"w . . . . e . Business jnsurarce (ISBN 0007 6864) Vol 34 Nc_> 19 is published weekly
They should not try to dictate the tax legislation of another place with a planned $61 billion purchase of RellaStar Fl- by Crain Communicaticns Inc 740 N Rush St , Chicago Ill 60611 2590
Country," Ms Smith said nancial Corp PAGE 50 Periodicals postage s paid at Chicago and at additional mading offices
The bill also is wi itten in such away that It would affect only POSTMASTER Send address changes to Business Insurance Cireulation
) ) ) . . X . Department 965 E Jefferson Ave _Detr?n Mich 48207 $4 a copy and $89
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RI*IS report 2000
RIMS seeking to expand membership ranks

By MICHAEL BRADFORD

SAN FRANCISCO-As the Risk & Insur-
ance Management Society Inc. moves into
its second half-century, RIMS' president
wants the society to broaden its ranks and
become more relevant to its members.

RIMS, which celebrated its 50th anniver-
sary at this year's annual conference and
exhibition in San Francisco, is considering
changes that the organization hopes wiill
a.tract and retain members, said Roger L.
Andrews, the society's new president. Mr.
Andrews is general counsel and director-
risk management at E.D. Bullard Co. in
Cynthiana, Ky.

"The strength of RIMS lies in its volun-
teers," he told members at the society's an-
nual membership meeting, which kicked
off last week's conference. "As a member,
each one of us has the ability to make a dif-
ference by supporting the efforts of our 10-
cal chapter or joining a RIMS committee or
task force.”

But, he acknowledged, "while many are
eager to volunteer, time, distance and ex-
pense" often prevent risk managers from
contributing.

In fact, RIMS has seen its membership
decline in recent years. Corporate consoli-
dations, in which "two risk management
positions become one," and outsourcing are
responsible for some of the drop, while the
increasing time demands risk managers
face have also contributed, according to
Mr. Andrews.

"In the past, we've enjoyed active partic-
ipation on all levels, from senior risk man-
agers to middle managers," he emphasized.
"This is no longer the case. The demands
and priorities at work and home preclude
many of our members from becoming in-
cluded in our activities."”

"What does this mean for RIMIS?" he
asked. "It means we need to reach out. We
need to make members volunteers, we need
to gain new members while regaining lost
ones"

RIMS members must become more effec-
tive advocates of volunteerism, Mr. An-
crews said, touting the professional bene-
fits and value of becoming involved with

the society.

Susan Meltzer, the outgoing president,
said "there is something special about be-
ing a volunteer at RIMS. Accomplishing
the society's missions by developing new
programs, strengthening the chapters and
increasing the profile of risk management
have brought me a great sense of personal

satisfaction.”

"It has been an honor to serve RIMS as
your president for the past year," said Ms.
Meltzer, who is assistant vp-insurance and
risk management at Sun Life Financial
Services Inc. of Canada in Toronto.

Ms. Meltzer said the society has had a
"special and productive year" as it em-
braced the theme of celebrating its 50th
anniversary.

As for the year ahead, RIMS is re-evalu-
ating its membership criteria and may
make changes to help the organization at-
tract and retain members.

"If RIMS is to accomplish its objective to
be the leading association of risk manage-
ment, it needs to be proactive in these
changing times," Mr. Andrews said.

To illustrate how RIMS deputy members
can suddenly find themselves on the out-
side looking in, Mr. Andrews pointed out
that members who leave their companies
but continue to do the same job on an
outsourced basis are no longer eligible
to participate in the society. Deputy mem-
bers must be employed by a member com-
pany.

RIMS has created an Associate of the So-
ciety membership, which provides limited
benefits for individuals not affiliated with
a member company. Mr. Andrews said it
could to be time for a change that would
make individual memberships more attrae-
tive.

Toward that end, RIMS will consider im-
plementing a full-benefits individual mem-
bership category, he noted.

Mr. Andrews said it is significant that, as
RIMS strives to make itself more relevant,
the media increasingly are calling on the so-
ciety for risk management information. The
past 12 months have seen coverage of the
organization in both trade and mainstream

See Society on page 28

Policies on privacy issues
help reduce employer risk

By DAVE LENCKUS

SAN FRANCISCO-AN employer sus-
pects that a worker is stealing material
or trade secrets and searches his com-
puter and briefcase and asks him to
empty his pockets.

Another employer be- d a
lieves a worker is selling - -
drugs at the worksite

and installs hidden cam-

eras in the work arebd* LEGISUTIVE

and in the wash areas of
rest rooms to obtain
proof.

A third company, fearful of sexual ha-
rassment lawsuits, bars office romances.
It also monitors phone calls, voice mails
and Internet usage at work to make sure
employees are not conducting excessive
personal business on company time.

Employees may perceive those actions
as invasions of their privacy, but em-
ployers have the law on their side in all
three situations, according to two em-
ployment law attorneys.

"Absent a (state) law, there's not a
heck of a lot of privacy (for employees),
unless the employer gives it to them,"
said employment law attorney Paul J.
Siegel, a partner with Jackson, Lewis,

Schnitzler & Krupman of Long Island,
N.Y.

Employees at private-sector employers
"have zero federal privacy rights, Mr.
Siegel said during a session at the 38th

Risk & Insurance Management Society
Inc. Annual Conference and Exhibition

in San Francisco last week.

Employers, however,
are best protected when
they have implemented
policies that advise em-
ployees not to expect
workplace privacy, he

said.

LEGAU'

Mr. Siegel explained

why workers' personal

privacy expectations, which stem from

privacy guarantees in the U.S. Constitu-
tion, do not extend to the workplace.

The Constitution is a "get off my back
document,” Mr. Siegel observed. "We
pay taxes to the government, so we can
tell them what to do. We pay wages to
employees, so we get to tell them what
their privacy is."

California is an exception; the state's
constitution provides employees a right
of privacy in the workplace.

Overall, while courts have come down
squarely in favor of employers in the
hotly debated employee privacy debate,
employers still must be careful about vi-
olating employees' privacy, according to

See Privacy on page 6
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RIMS kicked off its next 50years during the38th annual conferenceand exhibition in
San Francisco. Outgoing President Susan R. Meltzer passed the torch to Roger L An-
drews, while exhihitors such as Reliance paid tribute to risk management excellence.

Carefully handling layoffs

could head

By GAVIN SOUTER

SAN FRANCISCO-Large-scale layoffs
can create sizable risk management prob-
lems that have to be handled with care, risk
managers warn.

When people lose their jobs, they also lose
their incomes and, consequently, are more
likely to file workers compensation claims
and make employment lia-
bility-related complaints, _EL_

risk managers say.

To minimize any increase *C%hq=AIMOYMENT

AVAY A

in insurance claims and

costs after large-scale ter-
minations, risk managers
should be involved in the
whole process of downsiz-
ing, they say.

By making senior managers aware of po-
tential insurance and risk management is-
sues, risk managers can help ensure that
terminated employees are cared for as well
as possible and that employers are not ex-
posed to large, unnecessary increases in in-
surance claims.

For example, PepsiCo Inc. went through
a major round of layoffs shortly before
Christopher E. Mandel, director of global
risk management at Tricon Global Restau-
rants Inc. in Louisville, Ky., joined the com-
pany in 1993, he said.

A year after the layoffs, employees who
stayed with the company were still scared
about losing their own jobs, Mr. Mandel

off lawsuits

said during a panel discussion on downsiz-
ing at the Risk & Insurance Management
Society Inc. annual conference last week.

"There was a perspective of fear that per-
meated the place. . . .and that was all due to
the way it was handled. It was down, dirty
and quick," he said.

PepsiCo had called in consultants to ana-

lyze the employment levels at the company.

After the consultants

filed their recommenda-
tions, a "Black Friday"
took place. Employees
showed up at work and
the ones to be fired were
immediately escorted to
their offices, told to pick
up their belongings and
then escorted out of the building, Mr. Man-
del said.

As a result, the company immediately saw
a rise in wrongful termination lawsuits
from former employees, as well as an in-
crease in workers comp claims from exist-
ing employees who were unsure of their
own positions, he said.

In 1997, when PepsiCo's restaurant busi-
ness was spun off into Tricon, another
round of layoffs took place, but this time it
was handled with greater sensitivity and
fewer problems arose, Mr. Mandel said.

The first difference was that management
explained to the workers that, as the com-
pany was no longer owned by a larger hold-

See Layoffs on net page
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Layoffs

Continued from previous page

ing company, it had to reduce costs
to levels more in line with the
restaurant industry and that such
cost cutting would mean layoffs,
he said.

"They told people early that it
was a problem that we had to deal
with,” Mr. Mandel said. Employees

I better understood the reasons and
that the firings were not random,
he said.

As result of taking a more mea-
sured and less abrupt approach to
terminations, neither workers
comp claims nor employment re-
lated lawsuits have increased, Mr.
Mandel said.

Service Merchandise Co. Inc. in
Nashville, Tenn., also managed to
avoid large increases in insurance-

related claims when it made large
layoffs after filing for Chapter 11
bankruptcy protection in March
1999, said Michelle Scott, risk
manager at the retail company.

As a result of the bankruptcy,
Service Merchandise reduced its
workforce by more than 10,000
and closed about 150 stores, she
said.

Once management had decided
which stores to close, Service Mer-
chandise communicated with the
store managers about three to five
days before a public announce-
ment was made, Ms. Scott said.
"That gave them time to get used
to it," she said.

The employees were also told
how long the stores would remain
open and were offered financial
incentives to stay until the clo-
sures, Ms. Scott said.

Service Merchandise then sup-

plied placement packages tha:
gave names and numbers of other
retail companies that might be
looking for new employees and
lists of other job opportunities in
the area. she said.

At corporate headquarters, wor-
kers whi were to be laid off were
informed of the decision and then
were off the property within four
hours, she said.

But the next day, they were in-
vited to an offsite location to dis-
cuss their situation with human
resources personnel, Ms. Scott
said.

The delay gave the employees
time to get over some of the imme-
diate emotional impact of losing
their jobs and to think of some
questions they would want to ask
in their meetings the following
day, she said.

In addition to informing the

... is only part of the picture.

For over forty years, we've been committed to our clients' success.

That means making time to listen, providing technical solutions and offering

service that actually feels like service. We're making the right decisions -

however difficult they are. It's always been our approach.

To know more call.We're listening.

CNA

phone: 1-800-200-1546 www.cnare.com

fired employees about their jights
to benefits, human resources per-
sonnel offered advice on Enter-
viewing techniques and hew to
write a resume, Ms. Scott said.

Communicating with empl,yees
is crucial when wide scale lay-offs
take place, agreed Billie Fae
Fuschi, director of workers com-
pensation at Methodist Healthcare
in Memphis, Tenn.

Otherwise, workers comp and
other insurance-related claims can
surge, she said.

For example, if a company re-
quires that remaining workers
take on added work for which :hey
are not properly trained, they are
more likely to be injured, Ms.
Fuschi said.

And fraudulent workers comp
claims are likely to increase as
workers who know or suspect that
they will be laid off look for anoth-

RE

er source of income, she said.

To help deter fraud, risk man-
agers should ensure their compa-
nies have a corporate policy ad-
dressing workers comp fraud, post
that policy and make employees
aware that the company will pros-
ecute employees who submit
fraudulent claims, she said.

Also, exit interviews should al-
ways be conducted and employees
should be asked to sign a state-
ment regarding any injuries they
have suffered, Ms. Fuschi said.
Employees will be less likely to file
fraudulent claims if they have al-
ready signed a document saying
they had not been injured, she

said.

The session was moderated by
Mr. Mandel and coordinated by
Catherine D. Bennett, vp at Cost

Control Concepts Inc. in Good-

lettsville, Tenn. Ell
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Privacy

Continued from plge 3
I.(Ir. Siegel.

"Can we protect ourselves from
our biggest risk, which is us?" he
asked.

The first and most important step
is to assess company policy to ensure
that the company has not created an

| expectation of privacy among em-

ployees. Employers should establish
Eolicies that quash any expectation

employees may have regarding the

privacy of their work areas, their
computer files, their briefcases and
even their persons when their em-
Floyer reasonably suspects them of
vmongdoing, according to Mr. Siegel.

An ingratiating statement by a
corporate executive that promises
"we'll respect our employees' priva-
cy" can kill a company's right to

monitor employe€s for illegal con-
duet or behavior that is harmful to
the company, Mr. Siegel noted.

Establishing a corporate policy
that informs employees about the
company's significant legal rights to
search and monitor them does not,
however, give an employer the right
to invade err_ploye€s' privacy for the
sake of curiosity, Mr. Siegel stressed.

Suspicion of employee wrongdo-
ing. though,is ample justification, he
said.

Employers can search almost any
work area, including desks, briefcas-
es and computers, according to Mr.
Siegel.

If an employee r3fuses to cooper-
ate. attempting to physically force
him or her to comply is not advis-
able. But the employer can take dis-
ciplinary action against the employ-
ee for refusing to cooperate. That ac-
tion could include termination.

Mr. Siegel advised against con-
ducting a physical search of an em-
ployee. "I don't know that | would
touch anybody," because of the law-

suit that a search may trigger, he
said.

'When it comes to e-

mails, people are
knuckleheads,' which
can put their employers in

trouble, says Paul Siegel.

"But, you can ask them to empty
their pockets," he pointed out. Re-
fusing to cooperate can be grounds
for termination, he said.

Employment law attorney Charles
V. Verhoeven suggested that risk

K HUMANA®

mana.gers at high-tech companies
subject employees to even greater
monitoring because of the growing
risk of intellectual property theft by
disgruntled employees in that indus-
try.

Employers, however, still are
awaiting the development of tech-
nology that effectively would moni-
tor employees in an effort to control
that risk, said Mr. Verhoeven, who is
with Quinn Emanuel Urquhart Oliv-
er & Hedges L.L.P. of Palc Alto,
Calif.

Employers also have the right to
use hidden cameras to surv€il em-
ployees in public areas at the work-
place, such as warehouse flocrs, of-
fices, and even in the wash areas of
rest rooms, 1VIr. Siegel said.

There is no expectation of privacy
in those areas, he said.

A prime justification wot-Id be
suspected illegal drug activity, Mr.
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Siegel said.

Employers in Hawaii, however,
have to be careful, according to Mr.
Siegel. A state court in 1993 ruled
that employees have a reasonable
expectation of privacy in areas, such
as employee break rooms, that the
employer sets aside for them.

Employers are equally justified in
stepping over the privacy line in ef-
forts to prevent sexual harassment
lawsuits.

Mr. Siegel advised session atten-
dees to bar office romances. Office
romances are "not a good idea, " be-
cause of the harassment suits that
employers may face if the subordi-
nate claims he or she was coerced
into the relationship. Mr. Siegel esti-
mated that 15% to 25% of all civil
cases involve sexual harassment

claims.

He also recommended establishing
a sexual harassment policy, reissu-
ing it annually and making sure the
message gets to employees by post-
ing the policy on posters in lunch
rooms and printing it on payroll
stuffers.

Similarly, employees have few pri-
vacy rights when employers are try-
ing to prevent employees from con-
ducting excessive amounts of per-
sonal business over the phone, the e-
mail system or the Internet, accord-
ing to Mr. Siegel.

Employee phone monitoring is rel-
atively common, Mr. Siegel noted. It
is permissible under federal and
most state laws, as long as one party
in the conversation consents to the
monitoring. Customers of any store
or service who call a customer assis-
tance center and do not hang up
when a recording informs them that
the call may be monitored for quali-
ty purposes provide the consent the
company needs to listen.

But when monitoring shows that
an employee is engaged in a person-
al phone call, the employer should
stop monitoring the call immediate-
ly, Mr. Siegel warned.

Because voice mail is recorded, it
has no protection under wiretap law,
Mr. Siegel said. But to take the pri-
vacy-expectation argument away
from employees, the employment
policy handbook still should note
that the employer has the right to
monitor voice mails, he said.

An employer also can monitor an
employee's use of company-provid-
ed e-rnail and Internet access, Mr.
Siegel said.

"When it comes to e-mails, people
are knuckleheads," which can get
their employers in big legal trouble,
Mr. Siegel asserted.

Employees often e-mail offensive
comments or jokes to large groups,
which can trigger an expensive ha-
rassment claim by offended employ-
ces.

The offensive jokes that trigger
those complaints go over "very poor-
ly in court,” Mr. Siegel pointed out.
"Nobody laughs."

To reduce that risk, employers can
discipline the offending employees,
even if their actions do not ignite ha-
rassment claims by other employees.
The employer's action would be
strengthened by an existing e-
mail/Internet-usage policy and a
sexual harassment policy, Mr. Siegel
said.

Employers can give workers some
access to company-provided Inter-
net and e-mail access for personal
use, he said. But that perk would
make employee monitoring more
difficult and likely would decrease
productivity among many workers,
he warned.

Ron Schwenk, director of business
risk for ClubCorp USA Inc., moder-
ated the session.

Charles O'Connor, a litigation
manager with Boston-based Liberty
Mutual Insurance Co.,coordinated

the session. Iai
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Make privacy rules uniform

OMETIMES ONE SIZE should fit all

That's certainly the case with proposed med- 1 --a,=iNi2 1 IWN '

ical records privacy regulations undergoing

congressional scrutiny The proposed regulations,
drawn up by the Department of Health and Human
Services after Congress failed to meet its own dead- \
line for enacting privacy standards as called for by ||t
the Health Insurance Portability and Accountability !

Act of 1996, could cause far more problems than they
solve

ARS
MED\CAL RECORDS 111

PRWKY .
REGULKIOKS 1

It
1/711,11

That's because HHS, in the absence of congres-

sional action, has proposed standards that would al- 1

SATE
low states to set medical records privacy regulations L- k V:/ffif 1 454
that are stricter than the federal standard In short, It IeOR
the federal standard would act only as a floor-not STEP

as a uniform national standard This would allow

states to adopt extra medical records privacy re- M
quirements as they pleased, much as states can levy J 1,11
health benefit mandates on plans that aren’'t covered |

| YS.+44Ldt.51720r
Further complicating the situation is that HIPAA's 1- SOL¥ISS 114502Nke- Criao

requirements cover only electronically transmitted

by the Employee Retirement Income Security Act

information, and apply only when that information above any federal standard simply increases the odds Ass,stan,

is handled by health care providers, health plans or of any or all of those unintended consequences oc-
health care clearinghouses As one witness before a curring Doing so also raises the odds that nnedical
recent Senate hearing on the matter told lawmakers, records privacy questions wlll end up in the courts

drawing a distinction between electronic and paper No one shoula argue with the need for clear medi-
records where confidentiality is concerned is nothing cal records privacy regulations. There have been in-
short of "absurd " stances where unauthorized parties have gotten ac-

Allowing the states to irnpose their own Inedical cess to confidential data and have misused it Firm,
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records privacy regulations over and above anything understandable national rules-not based on the production Manager
H*IS imposes would be equally absurd Even though lowest common denominator enacted by a state but Diredor of Communications
ernployers would not be specifically targeted, the rather based on a consensus of all parties involved- Promotion Manager
health care providers and insurers they deal with would go a long way toward ending such abuse with- EDITORIAL

would have to comply out the costly unintended consequences that are cer-

After all, any new layer of regulation rneans new tam to arise out of a patchwork of state laws.
costs Those costs would be passed along to the em_ It's up to Congress to finish the job that it started
ployers who offer benefits to their employees, Em- but failed to finish-to adopt uniform, reasonable
ployers would either swallow hard and absorb the medical records privacy rules that pre-empt their
additional costs, pass the added costs onto ernploy_ state counterparts. Flexibility can be a virtue, but, in
ees, or reduce--and possibly even eliminate-bene_ this case, a single uniform standard would fit the sit-
fits Allowing a proliferation of state requirernents uation far better than a plethora of state rules

Letterc

Sovereignty key to tribal captive growth

To the editor Messrs Rudolph and sight, to attract them
Routmans’ letter to the editor in the Feb I intended to make four points The tium of tribes-could follow the au-
28 issue of Business Insurance takes IS- first is Congress' ability to limit a tribe's thors's blueprint and achieve substantial
sue with my concern regarding their pro- sovereign powers, as it did with Indian savings on their own risk management
posal to domicile insurance captives on gaming Unforeseen and unanticipated programs And properly structured,
Indian reservations (Bl, Jan 3) congressional limitations would destabi- many insurance needs of tribal members

Since the title of their letter to the edi- lize tribally chartered insurance pro- could be fulfilled Congress has been less
tor suggests that | "nusunderstood"” their grams

ment to the authors A tribe-or consor-

willing to restrict tribal sovereign au-

proposal, | feel compelled to respond | My second point was that, with alter- thority when the impact applies to tribal

believe that it is the authors who misun- native market forums already in place, members within the boundaries of a Published week|> at 7£(7)1

4, E-mail blweb@craln C

derstand the true boundaries of tribal what would cause an insurance company reservation or within Indian country

sovereignty and Congress' ability and or a captive to select a tribal domicile? Tribes have expenenced numerous

yet Congress has clearly demonstrated mm

that it intends to establish certain limita- My third point was that the author's n't much left after expenses If the au-

tions on the scope of tribal sovereignty proposal was presented as if no one had thors' primary (and sincere) goal iS to
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Careful, balanced response crucial in fatal accidents

By MICHAEL BRADFORD

SAN FRANCISCO-It takes a
cool, objective response to handle
the events that quickly unfold fol-
lowing a death in the workplace, a
panel of experts says.

The family and co-workers of the
victim need to be comforted and
taken care of, and "that is most im-
portant thing," said Robert D. Zor-
dan, workers compensation bene-
fits coordinator at Albany Interna-
tional Corp. in Albany, N.Y. 'But
underneath it all, you've got your
corporation. There are issues that
need to be dealt with."”

Mr. Zordan was speaking as a
panelist at the Risk & Insurance
Management Society Inc.'s annual

conference last week in San Fran-
cisco. He suggested that, whenever
possible, companies should have a
team made up of corporate, not lo-
cal, personnel to respond to work-
place fatalities.

"While the local people will be
caught up with the immediacy of
things and will be dealing with
their employees, you've got to be
able to step back and begin the
process" of investigating the acci-
dent, cooperating with authorities
and making changes to ensure that
the workplace is safe, Mr. Zordan
said.

When a death occurs at work,
there will be "a lot of confusion, a
lot of upheaval,"” he said, with
workers experiencing shock and

grief.

Therefore, a response team that
is made up of management-level
members and is based at a corpo-

RIM i,

rate headquarters can add a de-
tached balance to the scene, Mr.
Zordan pointed out. Individuals
who are unfarniliar with the victim
"can bring some calm" to an un-
steady situation, he said.

Richard B. Wigzell, a risk man-

We'll go wherever your specially needs take you.

here ...

agement consultant based in
Saratoga Springs, N.Y., agreed that
"in the aftermath, there is a lot of
emotion, confusion, disarray."

Mr. Wigzell said response team
members must be able to make de-
cisions that are not clouded by
emotion, as doing otherwise could
lead to moves that "may not be the
best decision in all respects.”

Clothing manufacturer A-bany
International has had to respond to
two fatalities in recent years, Mr.
Zordan reported. In one case, a
worker was pulled into a piece of
machinery; in the other. an em-
ployee was killed when a co-work-
er turned on a loom the victim was
attempting to repair.

Mr. Zordan stressed that the cor-
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porate risk manager is an impor-
tant member of the group that han-
dles details related to a workplace
death. "There are a lot of insurance
issues to deal with," he said, such
as keeping insurers informed about
the accident. "You want to make
sure that everyone is notified."

"l can't overemphasize the im-
portance of professional safety ex-
pertise being brought in" after a
fatal accident, Mr. Zordan said.
Such help, he said, will ensure that
"there isn't a secondary injury"”
and that "you can begin the pro-
cess immediately” of determining
why the death occurred and how
similar incidents can be avoided.

Another important member of a
response team is an attorney who is
experienced in dealing with Occu-
pational Safety and Health Admin-
istration regulations, Mr. Zordan
said.

"You would keep your corporate
counsel advised,” he said, but an
OSHA specialist is needed when a
serious workplace accident occurs.
"It's a whole different ballgame
when you get involved with
OSHA."

Ronald J. Graves, senior vp-op-
erations at Greenville, S.C.-based
risk management services company
Hewitt, Coleman & Associates Inc.,
said that multiple investigations
will be going on simultaneously af-
ter a fatality occurs.

Among those investigations,
OSHA will be looking for "basical-
ly one thing-whether you violated
any of their regulations," he said.
Also on the scene will be insurers
and law enforcement officials, who
will want their own answers.

Mr. Graves recommended that

employers "shadow" OSHA inves-
tigators to make sure the company
has all the information that the
agency has gathered for considera-
tion. He suggested videotaping the
OSHA investigation so that "you
know where they went and what
they did when they were there."

If OSHA takes a picture, "you
follow behind and take a picture of
the exact same thing," Mr. Graves
said. Employers also should make
sure they have copies of all docu-
ments requested by the agency, he
urged. "Any time they ask ques-
tions of individuals, take notes."

Shadowing OSHA, however, may
give the agency's investigators the
idea that the company has some-
thing to hide, warned Mr. Zordan.

That perception was a problem
during the investigation of one of
the fatalities at Albany Interna-
tional, he explained, and "it took a
little while to get that rapport”
with investigators that put them at

In time, OSHA investigators will
understand that the employer is
following the investigation in part
because the company wants to col-
lect information that will help it
make its workplace safer, Mr. Zor-
dan said.

Stonewalling OSHA investiga-
tors by not turning over records is
a mistake and is not worth the risk
of alienating investigators, he
warned. "If they want it, they can
get it."

And, Mr. Wigzell told employers
to accept the notion that OSHA
will levy fines. "They are going to
fine you for something," he said,
and it very likely will have to do
with how OSHA logs were kept.

But, he added, "the fines are ne-
gotiable," and employers often are
able to get them lowered.

Mr. Zordan was the session mod-

erator; Mr. Wigzell was the coordi-

e e e
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Drug testing promoted as loss

By LEE FLETCHER

SAN FRANCISCO-Implement-
ing a drug-free workplace pro-
gram can be difficult, but the ef-
fort is often a wise and cost-effec-
tive endeavor, some risk managers
say.

At the Risk & Insurance Man-
agement Society Inc.'s annual con-
ference in San Francisco, a panel
of risk managers examined the
benefits of successful drug-free
workplace programs.

More than 7.4 million working
Americans used illicit drugs last
month, according to Vickie L.
Cortese, vp of personnel/risk man-
agement at Federal Compress &
Warehouse Co. Inc., a Memphis,

Tenn. -based cotton warehcusing
facility.

"You employ some of them.
Drugs cross all boundaries-social
and economic,"” Ms. Cortese said.

Employees who use illicit drugs
ale five times mere likely to file
wirkers compensation claims and
3.6 times more likely to injure
themselves or another person in a
workplace aeciden:, she said.

Michael J. Jank, vp of risk man-
agement for the Spartanburg,
S.C -based Advan:ica Restaurant
Group, which owns Denny's
restaurants, discussed additional
advan:ages of having a drug-free
workplace program.

Denny's has about 35,00C em-
ployees in 800 restaurants nation-

wide and recently concluded a
yearbng drug-free workplace pi-
lot program.

Mr. Jank said that according to
the Department of Labor, 16.3%

EMPLOYMENT

of employees in the "eating and
drinking industry" abuse alcohol
and/or drugs, and the annual busi-
ness cost of an employee who
abuses drugs in the restaurant in-
dus«try is $3,000.
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prevention measure

Additionally, 38% to 58% of on-
the-job injuries can be attributed
to drug/alcohol use, and abusers
are absent 16 more days per year
than non-abusers, according o
Mr. Jank.

The question really is "Why not
do the drug testing?" Mr. Jank
said.

If employees are "willing to do
an illegal act, what's to stop them
from doing that in the workplace
as well? What's to stop them from
taking from the register? It leads
to other bad habits,"” he said.

In the pilot program, Denny's
had four categories of drug test-
ing: pre-employment, pre-promo-
tion or placement, post-injury and
reasonable suspicion. "If you have

t«<tr:

(2-81-500

an injury, we're going to test you,"
Mr. Jank said.

It's interesting, he said, that
there were "fewer nicks, bangs
and bumps" when employees go-
ing to see a doctor for an onsite in-
jury were asked to take a drug test
while there. "There were lots of
cases of people suddenly feeling
better,” Mr. Jank said.

Ms. Cortese said she has seen
posted signs inspire a similar
change of heart in potential em-
ployees. "You'll be amazed at how
many people will walk in, see that
drug testing sign, turn around and
walk back out. You want to deter
drug users from entering your
workplace," she said.

When deciding on which type of
program to enact, it's important to
take a hard look at state regula-
tions, Ms. Cortese said.

Many of these regulations state
that, unless evidence proves other-
wise, when an employee is in-
volved in a workplace accident

'You'll be amazed at how

many (applicants) will walk
in, see that drug testing

sign. . .and walk back out,’

says Vickie L Cortese.

and tests positive for drugs and/or
alcohol, related claims for workers
compensation benefits often may
be denied, she said.

"This is a major advantage to re-
porting to a state plan. The com-
pany often has to pay zero," Ms.

Cortese said.

Both Ms. Cortese and Mr. Jank

emphasized the need to communi-
cate to employees on a regular ba-
sis.

"It's important for everyone in-
volved to be prepared for what to
expect. You're left in a world of
hurt if the doctor's office isn't pre-
pared and educated," Ms. Cortese
said.

She advised employers to have a
uniform routine, including a drug
test package with standard mate-
rials.

Mr. Jank said it is also impor-
tant to test for types of adulter-
ation during drug testing. "You
need to do this because people
come up with all sorts of things"
to test negative, Mr. Jank said.

For example, Ms. Cortese cited a
case in which a South Carolina
man sold his urine to drug users
who wanted to ensure a negative
test result.

In addition to the cost savings
and safer workplace environment,
Denny's pilot program showed
positive results with fewer work-
ers comp claims, increased sales
and increased employee morale,
Mr. Jank said.

Both Mr. Jank and Ms. Cortese
said that while the positive results
from workplace drug testing are
apparent, companies need to
maintain good documentation,
treat all employees consistently,
confirm results and, above all, re-
spect the confidentiality of the
process.

If you cannot do these things,
"I'm not sure if the ends are worth
the means,"” Ms. Cortese said.

Moderating the session was Floy
Oliver Daugherty, director of in-
surance for Rollins Inc. in Atlanta.
The coordinator

session was

Catherine D. Bennett, vp of Cost

Control Concepts Inmnc. inm

Goodlettsville, Tenn. E1]
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Modified=duty program helps Home Depot build

By JUDY GREENWALD

SAN FRANCISCO-Home Depot
Inc. considers its modified-duty pro-
gram for returning injured employ-
ees to work a success.

Eighty-five percent of the injured
employees at Atlanta-based Home
Depot who participated in the pro-
gram last year made the transition
from injury, to lost time, to modified
duty and then to full duty within a
12-week period.

AnNnd the remaining 15% of em-
ployees in the program were able to
move-with no time lost at all-from
injury to modified duty, said
Stephanie Perilli, Home Depot's oc-
cupational claims manager. More
than 3,500 injured workers partici-

pated in the program, Ms. Perilli
said.

Ms. Perilli and Bart Canon Jr., di-
rector of risk management for Home
Depot, discussed the modified-duty
program, which was part of a re-
vamped risk management program,
during a session at the Risk & Insur-
ance Management Society Inc.'s an-
nual conference in San Francisco
last week.

Mr. Canon noted that Home De-
pot, which currently has 950 stores,
is growing rapidly. By 2004, he said,
the chain will have more than 1,900
stores and a half million employees,
up from 200,000 at year-end 1999.

In 1998, Mr. Canon said, the com-
pany took steps to enhance its risk
management services, "'create the

safest environment possible" and re-
duee the total cost of risk to increase

shareholder return.

The company's culture played a

MOYMENT
SKS

major role in the approach it took in
that effort. Mr. Canon said Home
Depot has certain core values, in-
cluding excellent customer service,
shareholder return, entrepreneurial
spirit, taking care of its people. re-
spect for all people; doing the right

Evolve. i

Survive.

1 hrive.

thing and strong relationships "Our

redesign had to enhance all of tnese."
he said.

The initiatives included : risk
management department redesign; a
workers compensation claims re-
design, including the modified-duty
program; and a liability claims re-
design. It also included an informa-
tion systems redesign, safety pro-
gram assessment and redesign, and
increased store participation said
Mr. Canon.

Discussing the company s return-
to-work focus, Ms. Perilli said the
best practices approach adoptad by
the company included promptly re-
porting all claims through an out-
sourced claims reporting service.

In addition, the claims operation
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was reorganized into eight dedicated
regional claims teams "solely dedi-
cated to Home Depot,"” said Ms. Per-
ini.

Other elements of the program in-
cluded implementing a centralized,
dedicated telephonic case manage-
ment unit, which involves a team of
nurses responsible for managing the
medical aspect of Home Depot's
workers comp claims. The company
also is using a national medical
provider network to support medical
management initiatives, said Ms.
Perilli.

The modified-duty program in-
volves the use of teams to manage
claims. Each team has three part-
ners, each of whom has a distinct
function in the process, said Ms. Per-
ili.

First, there is the telephonic case
manager, who is responsible for the
medical aspects of the claim and for
obtaining a timely release to return
the employee to work. "They are in-
terfacing with the medical commu-
nity,"” she said.

A Home Depot customer service
representative assists in modified-
duty replacement and acts as an em-
ployee and store advocate. In addi-
tion, a claims examiner is responsi-
ble for compensability issues, bene-
fit payments and other statutory and
legal requirements.

All three team members work with
a "very sophisticated electronic
feed," said Ms. Perilli. After an inci-
dent occurs, it is relayed to the claim
reporting center. The center, in turn,
conveys the data to the team mem-
bers.

Then each gets to work.

The claims examiner, for instance,
will investigate facts, determine
compensability, value the case and
set reserves, pay benefits, insure
statutory compliance, manage litiga-
tion and see the case through to con-
clusion.

"We identify very specific tasks"
as part of modified duty, said Ms.
Perilli. And modified-duty assign-
ments are productive, she stressed,
and don't involve "counting paper
clips."” The employee is kept "very,
very busy."

Mr. Canon stressed, however, that
Home Depot does not advocate per-
manent modified duty. Twelve
weeks is the maximum duration,
with some modifications, he said.

In cases where there is a question
as to whether an employee can re-
turn, "we really deal with it on a
case-by-case basis," said Ms. Perilli.

Also speaking at the session was
Fred Scardellete, vp, disability man-
agement product development for
Philadelphia-based Intracorp, which
provides health care and disability
management services and works
with Home Depot.

Mr, Scardellete said Intracorp's
best practices are built on providing
important communication links with
employees, ensuring that doctors set
expectations with employees and fa-
cilitating return-to-work options.

Discussing the issue of managing
growth, Mr. Scardellete said you
cannot "just add heads as you go."
Improving efficiency comes first,
while adding onsite head count
comes second, he said. Other ele-
ments of managing growth include
automating manual processes to free
up staff, using alternative staff for
certain functions and rarely using
additional offsite support.

The session was moderated by
Barbara Pelletreau, manager, work-
ers compensation program at the
University of California, who is
based in Oakland. It was coordinat-
ed by Intracorp's public relations
manager, Colleen Bergin. mm
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Federal compliance a must for benefit plans

By RODD ZOLKOS

SAN FRANCISCO-Employers of-
fering retirement benefits need to re-
view their plans regularly to ensure
they comply with federal regulations,
as the costs of violations can be signif-
icant,

In recent years, Congress has in-
creased scrutiny of tax-advantaged
retirement plans, directing the Inter-
nal Revenue Service to "enforce cur-
ren: rules," according to one retire-
ment plan consultant.

The possible consequences of run-
ning afoul of the IRS are good reason
to keep retirement plans in line with
current regulations, said speakens ad-
dressing the Risk & Insurance Man-
agement Society Inc. annual confer-

ence last week in San Francisco.

In the worst case, if a plan fails to
comply with federal regulations and is
disqualified, it loses its status as a tax-
exempt trust and its deductions for
certain plan contributions, all partici-
pants will be taxed on the vested val-
ue in the year the plan was disquali-
fied, and plan distributions may not
be eligible for individual retirement
account rollovers.

"A plan is either qualified or not
qualified-there's no in-between,”
said Michelle Lua, group manager of
employee benefits at the Internal Rev-
enue Service in San Francisco.

Carolyn Friedman, a senior manag-
er at Ernst & Young L.L.P in San
Francisco, noted that approximately
$3 *illionin retirement assets was set
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aside for U.S. workers at the end of
1999, "and they're all not taxed.'
Pension benefits typically are not
taxed until benefits are paid out.

The IRS determines whether a re-
tirement plan is "qualified" for favor-
able tax treatment, while the U.S. De-
partment of Labor has jurisdiction
over the fiduciary aspects of the plans.

Pensions represent a significant tax
benefit, added Ms. Lua. "At the same

time, Congress is looking at that and
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saying, 'Wow. What if they don't de-
serve that benefit? '.

As baby boomers retire, pension is-
sues have become big news, promp:-
ing even greater scrutiny of emplor-
ers' retirement benefit programs, Ms
Friedman noted. She said a recent
U.S. Senate investigation claimed
that millions of Americans are being
shortchanged in their pensions be-
cause of mathematical errors resuls-
ing from confusing pension laws
downsizing and an increase in taking
retirement benefits in a lump sum.

*'So, of course, all it takes is some-
body in your company to say, 'l won-
der if I'm being shortchanged in my
pension, and who do | contact?' " Ms

Friedman said.

Recent cases involving incorree:
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pension calculations, erroneous 401 (k)
hardship withdrawals, allocation vio-
lations and other problems have re-
sulted in companies facing IRS sane-
tions of $10 million or more.

Even so, "for a large employer, the
IRS is the least of your problems at
that point,” Ms. Lua said. "Because
once your employees hear that your
plan is about to be disqualified, they
are on your doorstep."

In recent years, the IRS has been in-
volved with outreach efforts to edu-
eate employers on pension issues, Ms.
Lua said, adding that an employer is
responsible for any rules violations in
its plan, even if the mistake was made
by an outside administrator hired to
run the program. "From the Internal
Revenue Service perspective, the em-
ployer is responsible for the sanctions,
and how heavy they are depends on
the facts of the case," she said.

It also doesn't matter whether the
rule was broken by the employer in a
genuine attempt to assist the employ-
ee, Ms. Friedman noted. "It doesn't
matter where your heart is on this or
what your intentions are," she said.

Consequently, Ms. Lua said, "l real-
ly recommend that if you have a plan,
become familiar with that plan”

Ms. Friedman noted that there have
been tax changes involving benefit
plans in each of the past 16 years. "If
you changed your plan every year for
the past 16 years, you're probably
OK," she said. But, she added, "That's
impossible to do."

The most common retirement plan
violations employers face are employ-
ee misclassification, improper service
crediting, erroneous benefit calcula-
tions, failure to properly conduct re-
quired non-discrimination testing,
improper allocation to participant ac-
counts, and failure to amend plans
foLlowing changes in the law in 1974
and 1984, Ms. Friedman said.

Other problems employers poten-
tially face are lawsuits from employ-
ees who discover accrual rules of their
plans were incorrect, and the fact that
employees are increasing their knowl-
edge about the plans and using the In-
ternet for research and to plan strate-
gies for confronting their employers
about concerns.

"l think this came out last year
quite loudly with the big ruckus with
cash balance plans," Ms. Lua said.
"This is something to be aware of, be-
cause employers are more knowledge-
able, and they are looking to use their
resources.”

The IRS encourages employers to
correct any retirement plan problems
they might discover, however.

To that end, Ms. Friedman suggest-
ed employers troubleshoot their pro-
grams, reviewing all plan documents,
interviewing all administrative per-
sonnel involved with the plan, inter-
viewing outside service providers,
sampling plan data and procedures,
and focusing on aspects that might be
covered in an IRS or Department of
Labor investigation.

"Approach the review or your re-
tirement plan as part of risk manage-
ment,"” Ms. Friedman said. "Once
you've reviewed your documents, you
want to evaluate whether they're ma-
jorproblemsorminorproblems.”

"If you find something wrong in
your plan, you can fix it within two

years of the end of the plan year," Ms.
Lua said.

"l think the bottom line is. . .it's fix
it now or pay later, and | think that
'pay later' is really huge,"” Ms. Fried-
man said.

The session moderator was Linda
L. Lull, corporate risk manager for
R.R. Donnelley & Sons Co. in Chica-
go. Liz Simer, vp at Near North Na-
tional Group in Chicago, was coordi-

nator. [a|
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Communication key to fighting workers comp fraud
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Mi Pikiell empha17ed the need

for hipid lospon al tri spotting a

pc,lenliallv hduclulent claim He

sugge',ted inime,chalc.ly obtainin

51.toments ftom .111 witnesse, .ind

the inlui ed emplor re, phologi,iph-

. . ing 01 | ideotaping the accident site

a R and securing equipment mainte-
nance or repaii i ecoicls

aro1 Ff. 1 dke photos of the (equipment)
mantildetilici'% n.zine and wii.11

1 O I numbm Down the load, the md-
chine mar be obsolete and Hone,"
—a - . - Mi Pikiell said
t, a4+ ()1 ten p i ivate investigatoi s .11 0 50-
" lected to look into the potential

[} haud Mi Pikiell lecommencled us-

. ing a full-solvice c ompanv th.11 can
-514- +47: -4

-, —1 accommodate %ui veillance, back-

giound checks .ind interviews He

5,aid lo be wary 01 Invebltigal()l, 11%-

ing out-oi-date equipment that may

-2-''40 ;

make the surveill,ince easiel to pot

'The, can t simpli have the tint-
ed windows They hhould blend-
eviv ybody is looking joi that bl.ick
van with tinted windows," Mi
Plkiell Aaid

It is impelative that all parties
work logethei, accoiding to MI
3084,

"Elioil must be coordinated ind
conti (illed ' Mi Noeske said "Nev-
8 piesume that anione 1% doing
an'>thing Determine and confii m
individual lesponsibilities in Will-
ing at onset Meet or conference to
discuss roles and activities Coin-

munic ate *

Although the strps may seem ba-
sic, "don't be cran-bling to put
these things together a week before
*_: . l1 l1 4 1 1 1 L] 1 a iii.0," Mr Noeske said

’ Although woikers compensation
‘ claims are often legitimate it', im-
1 1 - H - = por tant to be aware and propai ed

" 11} T

| n% 1 for any fi audulence that may occur
v

- "(Olien the good outweighs the
% bad If theie ale i.zits that cleailv
. 1 - - = indicate a legitimate work:ets u,m-
pensation case it's OK That is what
- - g woiki<is compensation is toi,” Ml
11 - Nc)2%ke said
Before he Joined Conklin Ben-
h.im, Mi Noevke was managing di-
toiney and %enloi trial lawyer at
Noeske Kahn & A.fc,ciattes PC in
Michigan the defense counvel 101
- CIGNA Ploportv & Caually and its
polievholdeis
Mi Pikiell mivsees the Piopetty
& Casudltr Anti-Fiaud ping, dm
which investigates fiaudizlent
clainis in the auto, pi operly, 11.11)111-
_ o tv ancl woikeis compensation unite
He .i] 40 cleals n ith state anti -11 aud
tegulaton iblum 1)1 (Rlam quality
contiol and lin.int e and develops
1 1,li ICI <irr al on A 5 11 el ining pi oBT alns
101 clcilillf pei 4()nnel
M()(icialing the se,sion was S.im
J MeMul ry an administratoi in
woikeis compensation toi l.ock-

herel Maltin Tactic.11 Airciall, Sn-

term, in Fc)ll Worth, Texas Ginny
Ti dinoi commlinication4 dllector

at ACE USA (tioup u as cooi elin.1-
toi =1
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Partner with ECS, the
leading provider of integrat-
ed environmental risk
managemene' solutions,

and you get:

*The superior financial
strength of the XL
America insurance com-
panies (rated A+ by A.M.
Best), which can mean
higher sales and more
secure renewals for you.

=Our quality service,
custom-tailored insur-
ance, industry-specific
risk reduction programs
and expert claims man-
agement to put you on the
leading edge.

The convenience of our
line of quality products
and services in one place
to save you time, money
and - more importantly
- to help ensure no gaps

in your client's coverage.

Access the power of two to
grow your business expo-

nentially. Call ECS at
800-ECS-1414 and talk to

one of our experts today.

ECS
Your

Environmental .......

PO Box 636
Exton, PA 19341-0636

Tel: 800-ECS-1414
a I | l e I Fax: 610-458-8667

www.ecsinc.com
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Careful planning helps avoid EPL claims

By MICHAEL BRADFORD

SAN FRANCISCO-Employers
can lower their chances of being hit by
an employment practices liability
lawsuit with some up-front risk man-
agement practices, a group of experts
contends.

A thorough, careful recruiting and
hiring process helps eliminate some of
the causes of EPL claims, said George
J. Tichy Il, an attorney with the San
Francisco firm Littler, Mendelson,
Fastiff, Tichy & Mathiason.

At the "very outset, you have to
consider recruiting," he advised em-
ployers, because in many cases com-
panies have a workforce that looks
"all the same" in terms of demograph-
ics, leaving them open to the possibi-
ity of discrimination claims.

Speaking at a session at the Risk &
Insurance Management Society Inc.'s
annual conference and exhibition, Mr.
Tichy said it is wise policy for employ-
ers to seek "protected-category em-
ployees. .and certainly older work-
ers, disabled workers and racial m>
norities."

And, he reminded employers, em-
ployment agencies cannot be used to
"discriminate for you" and leave the
employer off the hook for what might
be determined later as discriminatory
practices. "They are your agents and
you are going to be responsible for
what they do. If they do testing,
screening or background checks,
please make sure that they know
what they're doing."

He told employers, when advertis-
ing for workers, to carefully craft
truthful ads. "It is very important that
you be accurate in your job descrip-
tion. Avoid promises," Mr. Tichy said,
because they can be used in litigation
filed by an employee who feels the
promises were not fulfilled.

"And most importantly, avoid dis-
eriminatory statements” in ads, he
urged, such as: "We're looking for a
bright young person.”

To further avoid charges of discrim-
ination, Mr. Tichy suggested that
when interviewing applicants, em-
ployers "use a script. Do not simply
wing it"

He said that having a script will
help interviewers stick to questions
that are open-ended and avoid such
queries as: "Do you plan to have chil-
dren?" or "Where were you raised?"
Such queries are ones that could raise
questions of preferential hiring.

Sometimes interviewees will volun-
teer information that an employer
would rather not know, Mr. Tichy
said. For example, if a prospective
employee talks about a workers com-
pensation claim he or she filed at a
previous workplace, "do not ask fol-
low-up questions,"” he advised, be-
cause denying employment based on
such a circumstance is unlawful.

Mercedes Colwin, an administra-
tive law judge and attorney with
L'Abbate, Balkan, Colavita & Contini
L.L.P. in Garden City, N.Y ., told em-
ployers at the session that they must
be precise when crafting job descrip-
tions for new hires.

"Make sure you have the essential
functions of the job detailed,” Ms.
Colwin said.

As an example of how a poor-y
crafted description can become a lia-
bility, Ms. Colwin told of a nurse who
brought a claim against her employer
after the nurse lost her job because
she could no longer lift patients out of
their beds. "The hospital said, 'But
your honor, we had a job description
and that's an essential function of her
job.' But lo and behold, the job de-
sci'iption did not say that she was re-
quired to lift patients out of their

beds. And it cost that hospital a quar-
ter of a million dollars.”

If pre-employment skills testing is
used, Mr. Tichy cautioned that the
testing "should be relevant” and re-
fleet the actual job skills that the per-
son will need if hired. That way, there
can be no disagreement later over
whether the hiree knew what was re-
quired for the job.

Mr. Tichy5 said risk managers
should be aware that the Equal Em-
ployment Opportunity Commission
will resort to subterfuge by using
testers to determine whether an em-
ployer is complying with anti-dis-
crimination practices.

"This concept of testers is very im-
portant for risk managers to recog-
nize," Mr. Tichy emphasized "The
EEOC announced a year ago that they

intended to use testers. The tester is an

indirid_-al whose function is to apgly
for a jof: but not to liave any desire or

ib EIPLOYMENT

intert t take the job."

The tester, he exp.ained, is on hand
to der-nine if the employer's hiring
processes are appropriate. "Just keep
in m.ncthat each individual who ao-
plies is:n individual that you should
consider in a good-faith way for em-
ploymer.t."

Of ccurse, an essential risk manage-

ment tool for protecting a company in
:he event of a claim is EPL insurance,
said Sal G. Concu, claims counsel
with Zurich U.S. in New York.

Mr. Concu offered a few tips for
structuring EPL coverage so that an
employer is adequately protected. He

said, for example, that while it is
available under a directors and offi-

zers liability policy, that should not be
relied on as the sum total of an orga-
nization's EPL coverage.

"A lot of organizations feel that a
D&O0 policy is enough to cover them
[or employment practices," Mr. Con-
ru pointed out. "The main reason why
you might want to do it under a sepa-
rate policy," he said, is because under
a D&O policy, the cost of an EPL
rlaim will erode the overall policy

limits.

'Wha: happens is..f you have one
or two substatial EPL claims falling
under a E &C pcio, you may not
have enougn,covrage for your direc-
tors and offfeers' h the ejent they
face claims, Mi-. Con-zu explained.

ANnd, he no-ec ar EEL policy

should be writ.en to rswer r. on=direc-
tors and o"izers Thc Tould have an
EPL action bir,ught Egainst them. If it
is written a: an Bndorsement to a
DbiC policy- the EFL coverage will
not be brcad Pno.Ish Lo cever other
employees, Mr Zoncu said.

EPL coveiage tjpiially Ls written
on a claims-made oasis, according to
IJMr. Concu, but can te structured to
pay claims 'or acts tna. occurred pri-
or to the poliey per.cd

Thesessior. coodina- orand moder-
ator wwas Ntenae] E E-ishek, risk man-
ager for Pacif_c'l imato Growers in
Palmetto, na. El]

PMA', the PMA logo and PMA One” are registered tra:emarks of Pennsylbania Manufacturers' Assoc aion Insurance Company PMA and The PMA Insurance Group

are used to signify Pennsylvania Manufacturers' Associati>1 Insurance Company and its affiliat :-ti'ies authorized to provide insurance and related services.
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mployers must tread carefully in monitoring workers

By MICHAEL PRINCE

SAN FRANCISCO-Walk the
walk and don't just talk the talk
when it comes to electronic moni-
toring of employees, experts say.

Having a strong policy regarding
employer access to employee com-
munication is necessary but is not
sufficient to protect employer
rights. Behind a strong policy, em-
ployers also need to actually moni-
tor employees' activities or risk lia-
bility for invasion of privacy, two
speakers warned during a session at
the Risk & Insurance Management
Society Inc.'s annual conference
and exhibition last week in San

Francisco.

"Just because the company issued

PMA Claims Service Manager
MARITA TORTORELLI

a policy that e-mails can be opened
and read is still largely not enough,”
said Henry Perlowski, an attorney
with the firm of Arnall Golden &
Gregory L.L.P in Atlanta.

Employers have to balance em-
ployees' rights of privacy against ef-
forts to limit the company's 1.abili-
ties, said Karen Gordon, vp with
ACE USA in Philadelphia. Many
court rulings have held that em-
ployers can monitor their employ-
ees' telephone conversations, e-mail
and Internet surfing, she said. But
having the legal right, doesn't mean
it can be done with impunity, she
added.

With the explosive growth of e-
mail and Internet usage, employers
face a growing number of risks, she

Client

said. These include liability for sex-
ual harassment if inappropriate e-
mails are sent, lost productivity of

41 1 - - " _®ER~
ruij,
R! if. s

workers spending time on the Inter-
net, business interruption if the
computer system fails because of a
virus and theft of trade secrets and
intellectual property.

"This is really coming to the fore-
front as a real risk," she said.

On the other hand, the right of

DEBORAH Heart and Lung Center

To DEBORAH Heart and Lung Center. Marita is two people. Deftly

managing both sides of PMA One' integrated Disability coverage.

Mal-ita's everywhere at once. Expediting claims that two separate

workers' comp and disability carriers mi»ght argue over. paying

benefits before disabled employees start to wonder. Moving pro-

actively to ensure a fast, safe return to work. One Marita does it

all, delivering a level of service that sets PMA people - and alt of

our products -apart. To a hospital that cares about its employees

as much as its patients, trusting its claims to one pair of hands

is a huge benefit. Sound Like double duty? No, just a reflection

of the kind of relationship PMA clients haue come to count on.

It's that Kind of relationship.

For more information, visit our website. www.pmagroup.coin

privacy has roots in centuries-old
common law. In addition, federal
and state laws have explicitly creat-
ed the right of privacy, Mr. Per-
lowski said. These laws and court
rulings limit an employer's actions
in reading employees' e-mail and
listening into phone conversations.

Certainly, few technological lim-
its exist. Employers can read every
e-mail sent or received by employ-
ees, even if they have been deleted.
In addition, phone calls can be easi-
ly monitored. Even unsent e-mails
can be read, as software exists that
can monitor every keystroke made
at a computer, Ms. Gordon said.
Just because the technology exists,
however, doesn't mean it can al-
ways be used.

I'""THE PMA

INSURANCE

GROUP

So, employers are put in the mid-
dle of wanting to monitor employ-
ees to minimize their risks. But too
much monitoring, or monitoring
done incorrectly could breach an
employees' right of privacy, giving
rise to a suit, the speakers said.

The most effective way for em-
ployers to balance the competing
forces of privacy vs. liability is to
obtain an informed consent from
each employee. This consent, done
in writing, gives the employer per-
mission to monitor the employee.
Therefore, the first step for employ-
ers to take is create a corporate pol-
icy that tells employees they will be
subject to monitoring. This should
subject all employees to electronic
monitoring, Ms. Gordon said.

The policy can be part of the em-
ployee handbook or contained in a
separate document that the em-
ployee signs acknowledging it was
read and understood. This signed
document by the employee should
be kept on file, as it represents the
best evidence that the employee
agreed to be monitored, Mr. Per-
lowski said.

But just having a policy is not
enough. "It's not what you say in
writing, it's what you actually do,"
Mr. Perlowski said.

If a suit arises where the employ-
ee claims an invasion of privacy, the
court will want to see what the
company did in addition to adopt-
ing the policy. To address this, em-
ployers should annually reissue the
policy to all employees and actually
perform random monitoring of
phone calls and e-mails, he said.

Any technology monitoring poli-
cy should also clearly state that all
technology systems are the proper-
ty of the company and, therefore,
should be used only for business
purposes. The policy also should
state that neither illegal uses nor
uses that violate existing corporate
policy about discrimination or sex-
ual harassment are permitted, Mr.
Perlowski said.

The policy should also make it
clear that the employee should not
expect any privacy while using the
company's electronic systems. And
the policy should make it clear that
enforcement will be done randomly,
not selectively.

What has often landed employers
in trouble is how employee e-mail is
treated. Although it becomes per-
manent, people most often treat it
as a casual way to communicate.
And e-mails are given to the oppos-
ing sides in lawsuits, just like writ-
ten documents. It's better for every-
one to view it as a written letter and
don't put statements in it you
wouldn't put in a formal letter. E-
mail "is today's smoking-gun evi-
dence," Mr. Perlowski said.

A policy should also include a
routine schedule for deleting and
writing over old e-mails. Once a
lawsuit has started, e-mails cannot
be deleted; it's the equivalent of
shredding relevant documents. But
if a regular schedule exists, then
any missing e-mails that were
purged prior to the suit can be ex-
plained.

Because of the growing risks for
employers associated with the In-
ternet, some insurance products
have arisen to address them, Ms.
Gordon said. She said an emerging
trend in the field is to broaden ex-
isting coverage to include cyber-
risk. Because of this, some duplica-
tion of policies may emerge and she
recommends deciding which policy
will become the primary coverage.

The session was moderated by
Eric Hovanky, risk manager for MCI
WorldCom Inc. in Washington. M
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RIMS report 2000 E-

= tute,” Li hich is a subsidiary organization of
Society e

In addition, registration in RIMS' online
Continued *om page 3 professional development courses was up
publications such as the Wal. Street Jour- 77%, and traditional classroom participa-
nal, Business Week, Time and U S News & tion increased by 6%, he said "And we

World Report
"We look forward to Increases in that

look f orward to growing t hese numbers in
the future "
coverage and hope to enlighten the entire Mr Andrews said that "a risk manage-
business community" about the importance ment society of the future ' will be one that
of i isk management, Mr Andrews said
"However, it is even more important that online educational programs to a wor_d-
all of our members turn to RIMS as the ai- wide membership "Wil. it be RIMS | hope
thority on risk management | have heard so "
that some might regard the soc-ety as being To -hat end, RIMS must "find ways to
irrelevant | am committed to changing maximize the latest technology,"” he said
that perception,” he said In particular, the effcrt must Include a

holds virtual chapter meetings anc offers

The organization, Mr Andrews said, premium Web site for risk management
"needs to consistently deliver relevant risk that can provice educasional tools and
management products at its educational of- links to related risk management sites and
fei ings, at its conferences and within every to RIMS' industry partners, Mr Andrews
other activity in its organization This suggested
should be true at both the soeiet> level and Conference registration, member surveys,
the chapter level " an up-to-date news service and other offer-
He said RIMS must be "so beneficial to ings :1. should be part of RIMS' online ef-
risk managers and the business comminity fort, he said
a: large that the RIMS unicorn (logo) be- "We want the Web site to be the Yahoot
comes synonymous with releiance "
In its efforts to improve service to its and we're committed tc Ir aking this dream
members, RIMS brought on some addition- a reality "
a_ personnel during the past year
"RIMS spent a good portion of the past the election of ItS new Executive Council
yeai looking at ways to position the society for the 2000-2001 term
for the next 50 years and beyond " Ms David Mair, associate director-risk man-
Meltzer noted, "by ensuring that we have agement for the U S Olympic Committee
the internal staff competency required to in Colorado Springs, Colo, was elected
implement our future strategies " fllst vp The position 18 the traditional
Mary Roth was hired as deputy executive steppingstone to the RIMS presidency
director, a new position with administra- Five vps were re-elected to the council
tive duties, and will act as a liaison w_th They are
= Christopher E Mandel, vp-member
the functions of the executive director and chapter services He is senior director
when Linda Lamel, who held that position, of the llIsk managemen: departmen: at'-'~'-
left RIMS when her contract expired earli- con Global Restaurants Irc in Louisville,
er this year Ky

or America Online of risk management,

RINIS also used the meeting to announce

other organizations She assumed many of

RIMS presents honors
at annual conference

By MICHAEL BRADFORD management, governmental affairs
government banking and serv.ng as-
SAN FRANCISCO-Donald T president of a life insurance subsidiary
Browne, a man considered a pioneer of of Wachovia Bank, which merged with
risk management, is this year's recipt- First Atlanta
ent of the Harry and Dorothy Goodell His accomplishments Included work
Award presented by the Risk & Insur- as a founding director of the Rooert S
ance Management Society Inc Spencer Memorial Foundation He held
Mr Browne, president and chief exec- dosts on RIMS' Executive Council and
utive cfficer of the Georgia Bankers served as president and director of the
Msn Insurance Trust Inc , accepted the Atlanta RIMS chapter
award-RIMS' most prestigious honor, The award was established in 1978 by
named for the society's founder-at Harry Goodell to honor those who help
RIMS' annual conference last week in advance the practice of risk manage-
San Francisco nent.
He said his first reaction to learning
that he had received the award was presented to Ellen Vinck, vp, risk man-
one of humility | knew Harry Gooded, agement and benefits at United State&
an individual who epitomized qualities Marine Repair Inc in San Diego
such as honesty, integrity and loyalty Established in 1998, the award recog-
He also knew the meaning of friend- nizes an individual nominated by his oi
ship " her chapter for exhibiting qualities thal
Mr Browne began his risk manage- enhance risk management at the chap-
ment career at First Atlanta Corp in ter level
1970 His responsibilities Included Insk Ms Vinck is a member of the Sar

Th-s year's Heart of RIMS award was

Diego chapter and serves in the
society's House of Delegates

Her efforts to promote risk

v- management included estab-

lishing a risk management cur-

riculum at three major collegeM

and universities in the San

Diego area She is involved in

many community service pro-
lects and is a frequent speaker
on risk management topics

See Awards on oage 3.

ten*dhifttSC=,C=)1%1:1t5 is :nZ5f]32gqu;Urtrcaonz jle .- il ;

said "Linda was instrumental in the sue- Quaker State Cc in Houston
cess of a number of our initiatives, includ-
ing the Quality Scorecard, online learning planning and research He is director-risk
and the development of technology " manaEement at Walter Industries Inc in
A RIMS search committee will seek a re- Tampa, Fla

- Karen Fleming, up-governance and

newly trejtedposljlof djeectgotofmfthre menttattellnAilarenCorp-rinskAfLGon,

nation systems to handle RIMS' growing Va
technology requirements = Ms Meltzer, vp-international

placement for Ms Lamel

"On the professional development front
we made great strides in 1999," Mr An- cil members They are
drews said "In particular, RIMS has ex- « Randolph A Thurman, vp-conferences
panded the Fellow in Risk Management He Is director of risk management at Gay-
program, previously offered only in Cana- lord Er.tertainment Co in Nashville, Tenn
da " The FRM program, which is now

There also are three newly elected coun-

- Lance J Eung, vp-external affairs He
available to U S risk managers, IS modeled is director-insulance and loss prevention at
after the Canadian Risk Management des- GES Exposition Services in Las Vegas
ignation = Nancy Chambers, vp-treasurer She is
ANnd, Mr Andrews noted, RIMS " oegan risk manager with the Waterloo Region
administering programs in the newly es- Municipalities Insurance Pool in Waterloo,
tablished Global Risk Management Insti- Ontar_o [al

- W Michael McDonald, vp-long range ' 64

-3#Aa, 6 - f
*6 W -r.
/7

c--f*4 -

% 11 |1
Donald T. Browne, above, / *
a founding director of the
Spencer Foundation. re-
ceived the Harry and
Dorothy Goodell Award,
RIMS' most prestigious

* {

74 Al Al Al

honor. At right, incoming
RIMS President Roger L.

Andrews and outgoing
President Susan R. Meltzer

addressed attendees after

the awards ceremony.
PHOTOS MICHAEL MARGOT-E

RIMS Awards t

*FA mLa

Above, RIMS presidents Roger L. Andrews, left, and
Susan R. Meltzer present John Sacco with the
Cristy Award. Mr. Sacco is senior manager of risk
management at Cable & Wireless P.L.C. At right,
RIMS Vp Karen Fleming, left, presents the Heart of
RIMS Award to Ellen Vinck, president of risk man-
agement and benefits at United States Marine Re-
pair Inc. Far right, Mr. Andrews, the incoming RIMS
president, addresses attendees at the awards cere-

mony.
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While you may not recegnize our name, others have.
Our qualifications and technical expertise as the large
group benefits specialist are unparalleled in the industry. In
fact, Uniprise is the only company in the benefits industry
organized solely around the large group customer segment.
Tociay, Uniprise manages benefits for over 6.5 million
people globally. We also meet the benefit transaction needs
of 8 million additional peaple covered by UnitedHealthcare

and other payers.

Clients remain committed to Uniprise because we
understand the intricacies and demands of large organi-
zations, and most importantly, we recognize that no other
company 1s just like yours. We've made it our business to
listen to your needs and design customer-driven benefits
solutions. And then we deliver on our promises. But don’t
take our word for it, our 99 perceat customer retention

rate Is an impressive endorsement.
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| et’s face it, some insurance customers are more valuable than others.
Are you treating them all alike?
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Introducing Relationship Technology™ Solutions from NCR, the power to know.
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Relationship Technology Solutions. With them, you'll know on a day-to-day basis which customers

are most valuable. So that with every transaction — every claim, renewal, maturity, change of
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customers and then tailor your products to meet their needs and preferences. So you build
trust and loyalty while you’re building sales. It's time to let your most valuable customers know
that you value their business. Visit www.teradata.com today and get your TERADATA Knowledge

Pack. We give you the power to know.
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RIMS presented Lance Ewing, above, with the Bland
Award for legislative achievements. John Sacco of Ca-
ble & Wireless, at right, received the Cristy Award. Susan Meltzer and Roger Andrews.
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Concentrate on the facts

and the truth will follow.
hacticinG thaart andfinance
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A Mel[on Consulting Company ,

Buck...on the monef, to thepenny.

www. buckconsultants.com

Lichota Award winners Kristina Louise Behrens and

Renato Mandalit, are flanked by RIMS Presidents

Awards

Continued from page 28

Lance J. Ewing, director of in-
surance and loss prevention at
GES Exposition Services in Las
Vegas, was awarded the Richard
W. Bland Award f'or legislative
achievements. He serves as learn

leader of RIMS' external affairs

team, which has produced numer-
ous position papers addressing
members' legislative concerns.

Mr. Ewing helped organize both
of RIMS' legislative summits in
Washington.

The risk management depart-
mont for the City of Plano, Texas,
won this year's Arthur Quern
Quality Award for the depart-
ment's Safety Olympics Program.
The program stresses safety and
accident prevention and promotes
a team approach.

Each year, the city offers em-
ployees athletic activities-bik-
ing, for example-and emphasizes
the safety aspects of the sport. Cy-
dists were taught to wear proper
footwear and protective gear
among other instruction.

John Sacco, senior manager of
risk management at London-
based Cable & Wireless P.L.C.,
was the winner of this year's
Cristy Award.

The award is presented annual-
ly to the RIMS member with the
highest cumulative average in the
three exams leading to the Associ-
ate in Risk Management designa-
lion.

The Fred H. Bossons Award was
presented at the Canadian Risk
Management Conference in
September lo lan Brian Mathers,
senior advisor of transmission
regulation at Ontario (Canada)
Hydro and to Kathleen Kennedy,
controller at Intel-con Security
Ltd, in Toronto. The award is for
the highest academic average in
the Certificate jn Risk Manage-
ment designation courses.

Charlene Butler. senior under-
writer at Warren, N.J.-based
Chubb Corp., won the Top Fellow
in Risk Management Student
Award fol- the highest academic
average in the FRM-designation
courses last year.

The Edith F. Lichota Award for
research that has practical appli-
cations for risk management and
employee benefits was presented
to two recipients.

Kristina Louise Behrens, a stu-
dent at the University of Utah,
was given the award for her pa-
per, "Risk Management Strategies
in Developing the Light Rail Sys-
lom in Salt Lake City."

Renato Mandaliti won the Li-
chota Award in the graduate cat-
egory for his paper, "Does Insur-
ance Fit Genetically Engineered
Food Risks?" Mr. Mandaliti is a
student at the University of Wis-
consin in Madison.

The Chapter Recognition Pro-
gram presented RIMS chapters
with the following awards:

= Outstanding Chapter Pro-
gramming to Long Island, Oregon,
San Diego and Houston chapters.

= Advancing the Risk Manage-
ment Profession to San Diego and
Atlanta chapters.

« Outstanding Member Services
to San Diego and Minnesota
chapters.

+ Outstanding Membership De-
velopment to Greater Quad Cities,
San Diego and Atlanta chapters.

« Outstanding Student Out-
reach to Western Michigan, Con-
necticul VValley and Atlanta chap-
ters.

= Overall Chapter Excellence to
Long Island, San Diego and At-
lanta chapters. El



Exhibitors showcase

Web sites, services
for managing benefits

By MICHAEL PRINCE

SAN FRANCISCO-Numerous exhibitors

took advantage of the large gathering at the
Moscone Center for the 38th Risk & Insur-

ance Management Society Inc. annual con-
ference and exhibition to demonstrate new

ways for employers to address employee
health and disabilities.

Maybe it's San Francisco's location near
Silicon Valley, or perhaps it's just a reflec-
tion of where the economy is going, but
many benefit exhibitors were launching In-
ternet-based products and
used the annual gathering m..

as a showcase. =x/1.el'll 1L

Corp. of Irvine, Calif., took *m7111 K

advantage of the RIMS b."11*/
conference to announce the /J&/IlI
launch of its new Web- t»*1
based approach to absence

management, Care. The

Web site, www.caremc.com, brings together
employers, employees, providers and man-
aged care vendors to manage employee ab-
senteeism.

The Web site "gives employers the flexi-
bility to have multiple vendors” that all
work on the same Web site, said Gordon
Clemons, president of CorVel.

Either she employee or the employer can
enter any absence into the password-pro-
tected VWeb site. Within the site are the rules
established by the employer as to when to
refer an employee's absence to a workers
comp or disability case manager.

With the system, existing workers comp
and disability insurers also can log onto the
Web site and get detailed information about
a specific employer. In addition, a health
care provider can check the site to learn the
status of a specific case, Mr. Clemons ex-
plained.

An employer can also create reports that
analyze its claims. For example, a report
can be created that provides the number of
back injuries sustained in a given month, or
the number of days an employee has been
absent because of a sick child.

The big advantage to the employer is that
Care gets the absent worker to the proper
provider. The system "shrinks the time de-
lay in the case management process," Mr.
Clemons said.

For example, he said, an employer can't
put an injured worker into a return-to-
work program until the doctor has exam-
ined that person. Care speeds up that pro-
cess and gets the injured worker back on
the job faster, saving the employer money.

"The real cost to employers is when em-
ployees stay home too long,"” Mr. Clemons
said. "These time delays are really critical."

Another way to speed claims paying was
touted by Coalition America Inc. The com-
pany links large multistate self-insured em-
ployers with preferred provider organiza-
tion networks to create customized PPO
networks that best suit each employer, ex-
plained Steve Wicinski, a regional account
executive for the Atlanta-based company.

The advantage to an employer is that it
deals with only one vendor-Coalition
America-instead of the many networks
that might be necessary to cover a geo-
graphically diverse workforce.

"We mix and match the best combination
of networks for the employer,” Mr. Wicin-
ski said.

Currently, the company has contracts
with 250 PPOs nationally and works with
more than 300 employers and numerous
third-party administrators, he said.

AnNnd since Coalition America deals with
so many PPOs, it can offer an unbiased
evaluation of which ones are best suited to
a given employer's needs. The alternative,
Mr. Wicinski said, is to talk directly to the
PPOs and judge them based on their mar-

keting campaigns.

In addition, the company just launched an
Internet site this year that allows employers
to directly reprice their own individual
claims in a matter of seconds. An employer,
or any payer who receives clairns directly
from a provider, enters the claim informa-
tion-such as the name of the provider, the
diagnosis and the date of service-and the
system reports the amount of the discount
from that provider and the amount due for
the service. Coalition America's system al-
lows the fast and accurate payment of
claims, Mr. Wicinski said.

The show was also the
first public appearance
for Trivanta, a newly

launched

EXHIBIT
NALL

division of
Medex Global Group, a
global travel insurance
company. TriVanta goes
beyond a worldwide 911
service and becomes a
full-service travel benefit for employees,
said Phil Dell, president and chief executive
officer for the Minneapolis-based company.
It offers "anything an employee might want
in travel, globally," he said.

The company plans to have a Web site be-
gin operating next January. The program is
designed so that an employer can purchase
the service and offer it to its employees or
an insurer can buy it and bundle it with
other services to employers.

The heart of Trivvanta is its worldwide
medical assistance program. This enables
an individual who becomes ill or gets in-
jured anywhere in the world to call a phone
number and receive assistance. The compa-
ny has contracts with 20 air ambulance
companies globally and can admit people
into 80 hospitals worldwide. In addition,
the company will guarantee payment to
these hospitals, eliminating the need to
reaching a health insurer from a distant 10-
cation to arrange for payment. These ser-
vices are available for employees whether
they are traveling for business or for plea-
sure. The cost varies from 40 cents to 50
cents per employee per month, depending
on the exact level of service desired, Mr.
Dell said.

Added to this is the optional Web site,
called The Prepared Traveler, that will start
next January. The site combines two of the
most popular uses for the Internet, the pro-
vision of travel and health information.
Once the service is supplied by an employ-
er, a member can enter information into the
site before going on a trip and receive de-
tailed information about the area, including
weather reports, local news and directions
to specific locations.

"For the first time, it's a benefit that peo-
ple can actually enjoy," Mr. Dell said.

In addition, TrivVvanta will offer employ-
ees, at no cost to their employers, discounts
on travel-related items and services such as
books, airline tickets and auto rentals.

Mr. Dell said the company is targeting
large employers, employer groups and
affinity groups.

Another use of the Internet was demon-
strated by Innovative Search Solutions, 10-
cated in Long Beach, Calif. The company's
Web site-set to open next month-will
contain a listing of physicians in six states.
An employer or an insurance company can
use the site at no cost to gather the names of
participating physicians, said Janet
Parmelee, the president of this first-time
RIMS exhibitor. The site is supported by
fees from the listed doctors, who seek to so-
licit more business, she said.

Each listing contains detailed informa-
tion about a physician, including his or her
background and specialties. The listing
even provides directions to the physician's
office.

See Exhibitors on page 34
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Many companies used the 38th Risk & Insurance Management Society Inc.
annual conference and exhibition to showcase Internet-based benefit man-
agement products. Among them were, top to bottom, CorVel Corp., which
announced the launch of Care, a Web site product that manages employee
absences; Coalition America Inc., which creates customized PPO net-
works; and Total Health and Productivity, which unveiled its thap!net Web
site, consisting of three products that handle employee absences.
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PMA Insurance Group promoted its case management skills
and provided caricatures at its booth in the exhibit hall.

FINALLY, AN INTERACTIVE
site for workers' compensation
that is custom-designed to
meet your individual needs,
saving everyone time ancl
money. Including you, the
agent, hospitals, reinsurers and

employers, too.

Introducing iCorp.com - an
innovative resource providing
workers' compensation rating,
policy issuance, billing, claims
and workflow management
systems at the click of a mouse.
Real information in real time
All to ensure greater efficiency
in getting workers back on the
job and, equally as important,

controlling claim costs.

For more information about the

companies of InServe, simply
click on www. inservecorp.com.

And discover a resource that's

about more than just general

information. It's about time.

Insr

Provi <ur

fonni,riv Managed Can- USA

Corporate Headquarters
4401 Barclay Downs Drive
Charlotte NC 28209

704.945.2600

Exhibitors

Contitmed from precious page

Another first-time RIMS ex-
hibitor, Total Health and Proclue-
tivity, used the show to unveil its
new thap!net Web site www.
thap.net.

The site provides three products
designed tc help employers oetter
manage tx)tal absences.

The first product is thaprattend.
which tiacks all emplcyee al)-
sences Absences can be entried
into the Web site by either eni-
ployees or their employer, and the
Web site is designed to record ev-
err po:sible reason an employee
might be absent, said Dr, -hill p
Polakcff the president ans CEO
of the Erneryville, Calif.. compa-
ny.

In addition to gathering data on

absenccs, the site can also handle
case management for work-relat-
ed absences.

-From day one, an occupational
nurse tikes over and manages the
acute e-oisocle to get you back to

Many companies

exhibiting at RIMS
featured Web-based

products designed to
help employers.

work,- Dr. Polakoff said.
By using the Web site, all intel--
ested parties-the employee, em-

ployer, physician and insurer-
can have access to relevant case

irfformation. One advantage of the

system is that the data is owned
by thap!, which protects the em-
plovers privacy.

'Wi, become, in essence, an
agent of the employer and an ad-
vocate of the employee," Dr. Po-
lak( If said.

The third Web function of
thap!.net is the provision of de-
tailed health care information.
After receiving information about
a particular condition, a user can
contact a nurse for consultation.

The cost for the service varies.
from $3 to $14 per employee per
month. depending on the level of'
services selected. So far, Dr. Po-
lakoff said. customer< are seeing a
return of $3 to $4 for every dollar
spent.

Another company that was us-
ing the conference to promote a
new product was HealthDirect
Inc., a subsidiary of American
International Group Inc. in Farm-
ington, Conn.

Launched this February, the
new product is a Web-based sys-
tem for total absence manage-
ment. Using the system, an cm-
ployer can directly notify HDI by
telephone or Internet when he or
she will be absent toi- any reason.
The employer can also input in-
formation on absences.

The system starts tracking all
absences from the first day. When
an employee has ],ren absent fc,t- a
time that has bren predetermined
by thu employer, O1'ten five days, a
Nnui-se manager takes over the
case. said Eric Bosnyak. director
of sales and marketing for the
company.

Only when an employer gets a
total picture of all absences can it
take measures to reduce ab.sen-
tooism and improve productivity.
said Marjorie Savage, clinical
practice leader for HI)I.

In addition to gathering infer-
mation on absences, the system
can perform al] the functions an
employer inust complete to be in
compliance with the Family and
Medical Leave Act, such as track-
ing leave days and filing all neces-
sary documents, Mr. Bosnyak
said.

"We work with employers if
they want to get out of the FMLA
business," he said.

What makes HI)I's appr(Gach
different. Ms. Savage said, is that
it offers a customized product.
The system can work with an em-
ployer's workers comp and dis-
ability insurers, or the insurance
itsel f can be added by HDI.

"We'11 ci-eate a product on what
exists already and what their
needs are." Ms. Savage said.

And by using the Internet, an
employer can call up reports that
analyze absences. r-etrieve claims
data and communicate by e-mail
with HI)1.

But not every exhibitor has
gone high-tech.

The PMA Insizi-ance Group was
at the show to promote its tried-
and-true integrated workers comi)
and disability program.

The key to that program. and
what. separates it frorn other such
programs, is that the case man-
age's "know both sides of the
business," said Lro Tinkham Jr.,
assistant vp at PMA in Blue Bell.
Pa.

The case managers are trained
in both workers comp and disabil-
ity, whereas other firms typically
assign cases to two individuals,
each handling one area, he ex-
plained.

This fully integrated approach
also eliminates the internal
squabbling between the workers
comp and disability sides of the

business that affect some other

prograins. Mr. Tinkham said. £11
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UM When an employee is disabled on or
off the job, everyone suffers. But that
doesn't mean your bottom line has to.
With LibertyOnes", | keep disability costs
from swelling. Fact is, direct and
indirect disability costs can take up to
14% of a company's payroll. That's why we
created Libertyone, an integrated disability
management solution designed to save
you money. By utilizing cross-trained
specialists, consistent return-to-work
practices and integrated outcomes
reporting, LibertyOne saves our customers
an average of 15% on their disability
costs. Why suffer over the swelling costs
of disability insurance? Simply skip the
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Ergonomics efforts viewed as sound investment

By JOANNE WOJCIK
KOCHANIEC
SAN FRANCISCO-Meeting
new federal ergonomics standards
will be much easier than most em-
ployers think, an ergonomics ex-
pert says.

And while there may be costs in-
volved in complying with the pro-
posed standard, there will be a
substantial return on that invest-
ment, says Cynthia L. Roth, chair-
person and chief executive officer
of Ergonomic Technologies Corp.
of Syosset, N.Y.

"If you have the makings of an
ergonomics program with pclicies
and procedures and the ability to

identify risk, you're going to be
OK. There are so many companies
doing nothing that, if you have
something, you're better off than
doing nothing," Ms. Roth told risk
and benefit managers attending a
session titled "Ergonomics-How
will OSHA Help?" at the 38th an-
nual Risk & Insurance Manage-
ment Society conference and exhi-
bition, held last week in San Fran-
cisco.

But merely identifying er-
gonom:cs-related risks will not be
sufficient to pass muster with the
federal Occupational Safety and
Health Administration. Ms. Roth
warned. Employers also must es-
tablish policies and procedures for

mitigating those risks, she advised
"Don't identify risk and have an

open book that says. 'Look what Z
did. | identified all hese -obs tha:

are high risk. Someday ] m g:ing
do to something about them:

LOSS

'CON,ROL

Wrong. That's willful. rhat'E
knowledge. Don't do that,"” Ms.

Roth admonished.

Not Seeing Eye to Eye?

fs. ™.

Heres mi eye-opening
Fact. Insurance disputes don't -

Just leave everyone seeing red - they
cost millions of dollars in lost revenue

ind time every year.

Which is why more and more
insurance companies seeking an
alternative to cestly, time-consuming
litigation are turning to the American
Arbitration Association.

For nearly 75 years, the AAA
has been a world-class provider oE
Alternative Dispute Resolution

services, oftering a wide range
of out-of-court solutions including
innovative resolution programs for
multiple claims that help preserve
valued customer relationships. Within
the insurance industry, our experience
includes the resolution of complex
disputes in such diverse arras as mass
claims, health care and employment.
lust as important, our client-proven
experts have outstanding track records
for successfully resolving even large,
multi-party disputes in a fair, timely
and cost-effective manner.

For more information or a free

consultation on how we can help you
design an ADR system that's Eair in

everybody's eyes, call us at 1-:800-311-3799
or visit us at www.adr.org.

American Arbitration Association

Dispute Resolution Services Worldwide

Ms. Roth also said that employ-
ers shoutdn't be afraid of the pro-
posed ergonomics standarc, as
they will find that establishirg ef-
fective ergonomics programs will
save them money in the long run.

In addition, she said, employers
that take the initiative will have
more control over how the stan-
dard is -mplemented in their work-
place.

"Don t fear OSHA,," Ms. Roth
said. -Go ahead and develop your
own program for your own compa-
ny, because that way you can con-
trol your destiny. Once O SHA
comes in and takes a look around,

you've lost your own capability for
control.-"

st

OSHA's proposed ergonomics
standard, published in the Federal
Register in November, was opened
to public comment last month. The
government agency was prompted
to develop a standard in response
to the increasing incidence of mus-
euloskeletal disorders in the work-
place, Ms. Roth explained.

Today, cumulative trauma disor-
ders, such as back injuries and
carpal tunnel syndrome, make up
34% of alllost-time illness and in-
juries, costing employers between
$15 billion and $20 billion annual-
ly in workers compensation costs,
Ms. Roth said. When indirect costs,
such as lost productivity, are taken
into account, CTDs cost employers
anywhere from $45 billion to $60
billion per year, she estimated.

Today, workers with carpal tun-
nel surgery lose, on average, more
than 25 days of work, compared
with just 17 days for people with
fractures and 20 days for am-
putees. Furthermore, workers with
severe cumulative trauma disor-
ders can become permanently dis-
abled, she said.

And even though the incidence
of ergonomics-related injuries has
declined in recent years, that trend
will likely be reversed because of
the influx of immigrants into the
U.S. workforce, Ms. Roth predicts.

While the immigrants who en-
tered the American workforce at
the turn of the last century were
mostly Europeans of similar shape
and size, today's immigrants come
from Asia and South America,
where people are typically smaller
in stature. This makes redesigning
jobs and workstations that much
more critical, she said.

In addition, because of today's
low unemployment rate, many old-
er workers are entering the work-
force, and these workers are more
susceptible to injury than are
younger workers, she said.

Establishing ergonomics pro-
grams will make American busi-
nesses more competitive in the
global marketplace, because such
loss control efforts actually work,

she insisted.

"Ergonomics is good business,"
Ms. Roth said.

To prove her point, she pointed
to an August 1997 report pub-
lished by the Government Ac-
counting Office that showed the
savings achieved by five organiza-
tions that implemented er-
gonomics programs. The report,
"Private Sector Ergonomics Pro-
grams,"” found reductions in: the
number of illnesses and injuries
per 100 full-time workers; the me-
dian days away from work; and the
average cost of musculoskeletal
claims.

Ms. Roth also shared the results
of a case study she conducted of a
company in the automotive manu-
facturing industry.

After a $98,000 redesign of an
assembly line, which reduced the
amount of torque to which work-
ers were exposed, the company re-
duced its annual workplace injury
costs to $486,000 from $1.4 million
in just two years. At the same time,
the employer's workers compensa-
tion incident rate per 100 employ-
ees fell to 568.2 from 93.9 per 1,000
hours worked.

Remember, she said, "er-
gonomics is a science,” meaning
it's possible to develop solutions
and measure results.

The session was moderated by
Judy A Rogers, manager of corpo-
rate insurance at Bank One NA in

Chicago. lei
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Safety efforts need support
from managers, employees

By DAVE LENCKUS

SAN FRANCISCO-Even the

strongest safety program will not
help reduce workers compensation
costs if management and employees
don't support the program. a panel
of workers comp experts stressed.

Early intervention in a claim also
is critical to controlling costs,
meaning employers need to encour-
age their units to report claims
promptly, the panelists said.

But employers should analyze
carefully whether one early-inter-

vention technique, medical ease
management, is as effective as their
managed care vendor may tave
promised it would be, noted one

LOSS
CONTROL

panelist at a session during the
Risk & Insurance Management So-

We ran off with our client's

most experienced claims people.
Anc-, they love us for it.

-—-

Ordinarily "'stealing”™ your client's /_—

employees doesn't win you kudos.
But by corwerting our client's internal
claims administration staff into Cambridge

Integrated Services Group employees, we 4
helped United Rentals, a Fortune® 500 equipment

rental company, expand its capabilities to control loss

costs and administer its workers compensation claims

without limiting its capacity to grow.

400’

Recognizing that the industry-specific experience of

the internal staff was essential to maintaining United Rentals'

success, Cambridge developed a plan to adopt these adjusters

as our own. We augmented their capabilities with additional
Cambridge licensed claims adjusters from around the country

and applied our in-depth systems expertise to enhance claims

reporting technology.

That may not be the kind of problem solving you expect from a third

party administrator. But at Cambridge we don't just manage claims. We help our clients manage

their businesses better.

If you want this kind of creativity and support from your risk management and loss
control team, contact Cambridge Marketing at 877-272-0180. It could be love at first sight.

-1 Cambridge"

.d Integrated Services Group, Inc.

We've revolutionized our business to serve yours better.
8 Centre Drive, Jamesburg, New Jersey 08831 « 877-272-0180

O 2000 Cambridge Incegraced Services Group, Inc.

ciety Inc.'s annual conference and
exhibition last week in San Fran-

cisco.

Lost time "is the most control-
lable expense that risk managers
can have an impact on," said
Stephen N. Raimondi, director of
risk management services for Nor-
walk, Conn.-based ABB Business
Services Inc., an ABB Ltd. sub-
sidiary. ABB Business Services has
built a nuclear power plant in
South Korea and offshore oil
drilling rigs worldwide, among oth-
er things.

"Having a good written program
on the shelf won't necessarily result
in good loss control. Implementa-
tion is the key," observed Thomas
B. Pomije, regional sales and mar-
keting manager for NATLSCO, a
unit of Long Grove, lll.-based
Kemper Insurance Cos.

He said the first step in imple-
menting a program is making sure
a facility manager understands

'When we work with the

facility manager, we really
have to put a program in
financial terms,' says
Thomas B. Pomije.

how it can benefit his or her opera-
tion.

"When we work with the facility
manager, we really have to put a
program in financial terms," he
said. That involves spelling out the
cost of injuries as well as potential
savings in preventing them and
better managing claims that do oc-
cur.

"If you don't sell them on the fi-
nancial benefit, you probably won't
get a real commitment from them,"
Mr. Pomije said.

AN example of how this can
work, he said, is a Missouri plant
that ABB Business Services owns.

Mr. Raimondi said the plant had
Nno workers comp problem until
1995, when its business increased
significantly. At that point, its
workers comp experience became
"hellacious." Workers comp costs
multiplied tenfold to $ 1 million,
The plant's incident rate jumped
200% in one year, and its lost-time
ratio jumped 200% to 300% over a
couple of years.

A NATLSCO study found that a
key plant manager didn't realize
that the unit, not the parent com-
pany, paid the workers comp costs.

Another problem was that the
plant didn't have a program ad-
dressing safety, other than to en-
sure compliance with some govern-
ment rules, Mr. Raimondi said.
Those rules, however, "did not get
to the crux of the company's work-
ers comp problems." One problem
was a severe lag-30 days or
more-in reporting workers comp
claims to risk management.

Mr. Raimondi cited a Kemper
study that showed a 10-day lag
drives up claim costs 29% and de-
lays of 30 days drive up costs 48%.

He told the plant's senior man-
agers how ballooning workers
comp costs were hurting efforts to
meet a profit-margin target and
how that could derail their careers
at the company. He also involved
human resources and safety and

See Support on page 40
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RIMS celebrated its 50th anniversary with a '50s theme at
the society’s gala opening reception the night before the
conference began. In addition to memorabilia from the
era and an old-fashioned soda shop, the event featured a
band that entertained attendees with rock 'n’ roll funes.
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San Francisco was host to the 38th annual RIMS conference.

alternative
market

corporate accounts

Commonwealth Risk

Empowering producers, associations
and corporate insureds to...

Access Control

Gain greater control of your financial
destiny with loss-sensitive programs.

Access Profits

Participate in risk/reward opportunities
such as the return of underwriting profit

and investment income.

Access Leadership

Partner with the most innovative
insurance structures from leading
Alternative Market experts.

Selling loss control efforts
requires a bottomline tack

By RODD ZOLKOS

SAN FRANCISCO-Compeling as
:hey are with other aspects of their
Drganizations for both financial and
numan capital, risk managers must
present proposed loss control and
safety Frograms as good investments
in ordei- to obtain needed resources.

"The fact _s, we have to reton val-
ue on our investment," said Lance J.
Ewing director of insurance and loss
prevention for GES Exposition Ser-
vices in Las Vegas.

Mr. Ewing, who moderated a ses-
sion tilled "What's Your Rate of Re-

turn on Safety/Loss Control Invest-
ments" at the annual conference of
the Risk & Insurance Management
Society Inc. last week in San Fran-

«1[J' CONTROL

cisco, said a recent visit to his com-
pany by representatives of an _nvest-
ment group drove shat poins home.

experience

specialty

prograrns

stability

CommonwealthRiski

An MRM Company

Your Access to the Alternatwe Market

Calll.800474.3330 www.AccessMRM.com

"My company is a publicly traded
corporation,” said Mr. Ewing, who is
chairman of RIMS' external affairs
team. "It was the first time in my ca-
reer I've had an investment group
come in and ask, 'How many acci-
dents have you had? ,,

Scott J. Harkins, assistant vp loss
control at Reliance National Insur-

ance Co. in New York, noted,
"There's a struggle going on in every
organization f'or capital-both mon-
ey and human capital."”

"We need to make a case to man-
agement to show a return on invest-
ment for these safety projects,” Mr.
Harkins said. "Competing for capital
means we have to make a business
case."

Making such a case involves show-
ing the expected financial conse-
quences and business impact of the

'We need to make a case

to management to show
a return on investment for
these safety projects,’
says Scott J. Harkins.

' proposed action over time. It should

include the methods and rationale
for quantifying the benefits and costs
set out in the business case, Mr.
Harkins explained. And it's impor-
tant that it be presented at the right
time.

"You need to make sure your tim-
ing is right,” Mr. Harkins said. "The
worst time you can do this is right af-
ter the final budget comes out (and
you) go in and try to get approval for
some loss control project.”

It's also important that the case for
the loss control proposal be made in
terms the organization's financial
executives are accustomed to work-
ing with. "You don't have to be a fi-
nancial expert, but you should un-
derstand some of the terms and con-
cepts," MI'. Harkins said.

While the common language used
in connection with safety projects
might include lost day injury rates,
property loss, workers compensation
costs and regulatory fines, decisions
on the financial side of the company
tend to be made based on such no-
tions as earnings or earnings per
share, return on investment and pay-
back period.

"l think the most important thing
is to know what drives your organi-
zation," Mr. Harkins said. "It's very
important that each of you under-
stand what the drivers are, what
makes things happen in your organi-
zation from a dollars-and-cents
standpoint.”

And in presenting a loss control or
safety project proposal, a risk man-
ager must craft it with the recogni
tion that "an investment is accept-
able. . .if the return on investment is
greater than the organization's mini-
mum acceptable rate of return, also
known as the 'hurdle rate,” Mr.
Harkins said.

But, he noted, "Good investment is
a relative term.”

"An investment becomes a good
investment when we can present to
management a high level of confi-
dence. . .that the rate of return is go-
ing to be more attractive than the or-
ganization's hurdle rate for other
projects."

Presenting the project in such
terms can require keeping in mind

See Returns on page 44
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isk is everywhere. With no warning, things can go
seriously wrong. Worrying whether your coverage is
adequate after the fact means it's too late.
At Starr Excess, we can help you manage risk almost

anywhere in the world, no matter how large, no matter what

business you're in.

We are one of the few companies worldwide that can integrate
D&O, E&O, EPL, Crime, Fiduciary and Excess Casualty into one
combined limit on a pure follow form basis, without requiring
the integration of any underlying layers. In addition, Starr Excess
offers one of the largest blocks of occurrence, integrated
occurrence or claims made capacity available anywhere.

It's also reassuring to know we're a member company of
American International Group, Inc. AIG member companies
consistently receive top marks for financial strength and
claims paying ability from the principal ratings services.

The more deeply you understand the risk, the more
intelligently you can insure against it.

To discover how we can help
protect your company, e-mail us IE
at starrexcess@aig.com
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Returns

Continued from page 42

such concepts as the time value of
money, present value and rate of
return.

"[ think there's no question that
if we are going to be successful
within our organizations or with
clients, we have to learn this lan-
guage," said Regina M. Spratt, vp
in risk control strategies at Marsh
USA Inc. in Morristown, N.J., and
session coordinator. "We need to be
prepared to talk about things in
terms of our investment decisions
and in that language.”

That begins with thinking about
what is going to be important to the
organization with regard to a cer-
tair loss control action, she said.

"It's going to take some time, but
I think it will be time well spent in

Absence Management

order to be able to quantify what
the costs and/or benefits will be to
your organization," she said,

The process involves going out-
side the risk management depart-
ment to get the necessary informa-
tion, and it often entails consider-
ing a range of possible outcomes,
rather than a single possible result,
Ms. Spratt said.

"This is tough. It's difficult to do,
but a lot of time we're limited only
by the time and energy we're will-
ing to invest here."

Ms. Spratt noted that making the
business case involves presenting
both the direct costs or benefits of
a project-including labor costs,
legal costs, workers compensation
costs or production downtime-
and the hidden or indirect costs or
benefits, such as product quality,
employee morale and customer im-

age. im

Disability and Life

San Francisco's Moscone Center hosted the 38th Risk & Insurance Management Society Inc.
Annual Conference and Exhibition, where more than 400 companies displayed exhibits.

Workers Compensation

When skilled employees are missing from their desks or their stations, you can almost feel production

quotas slipping. Deadlines are missed, and quality control goes out to sea. That's no way to run a tight ship.

Introducing Matrix Absence Solutions, a better way to manage employee absence. Just one call can
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Matrix provides comprehensive solutions to your disability and workers' compensation problems by

integrating consistent, impartial clinical case management of all lost-time claims with industry-leading

insurance coverages

For more than twenty years, Matrix has helped manage costs and time for companies you know, and.

companies like yours. So you save more than just money. You gain valuable time.

So call 1-800-980-1006 ext 264 today for more information about Matrix Absence

Solutions, You'll be amazed at how much lost time you'll recover.

www.matrixcos.com

An integrated benefits product from the DtiM# family of companies

MATRIX

Absence Solutions=

Time for a change.

Reliance Standard Life Insurance Company | Safety National Casualty Corporation | Matrix Absence Management, Inc
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Prompt action needed after harassment claim

By MICHAEL PRINCE

SAN FRANCISCO-Investigating a claim of
sexual harassment can save an employer mon-
ey.

A prompt investigation of a sexual harass-
ment claim is an important step in limiting li-
ability. And when conducting this investiga-
tion, an employer should not focus just on get-
ting to the bottom of what happened but do so
in a way that would appeal to a jury that
might one day sit in judgment, two attorneys
said.

"Look ahead with every step with how it
willlook to a jury," said Royal Oakes, an attor-
ney with Barger & Wolen L.L.P. in Los Ange-
les, who specializes in defending employment
discrimination lawsuits.

"People have to be very careful in the work-
place these days," Mr. Oakes said, addressing
attendees at the Risk & Insurance Manage-
ment Society Inc.'s annual conference last
week in San Francisco.

Perhaps the greatest concern for employers
is that even if a company does not know of the
harassment, it is strictly liable for that con-
duet, he said.

But if an employer moves quickly to address
the harassment, then it is not liable for many
types of suits, he said. So, besides unearthing
the truth behind an allegation, another goal of
investigating a harassment charge is to show a
court that the employer moved quickly and
took action to correct the situation.

Roxanne Davis, an attorney in Los Angeles
specializing in employment law, said that in
her 12 years of representing both employees
and employers, people often brought harass-
ment suits because their employers did not lis-
ten to their complaints.

Therein lies the hidden value of an investi-

gation, Ms. Davis said: it gives the employee an

opportunity to :ell his or her story and be
heard. "Nine times out of 10, an allegation
won't turn into a lawsuit if you stop it in its
tracks," she said. And the best way to accom-
plish this is to listen to the complaint and con-
duet an investigation, she

said.

But investigating an alle-

gationdoesnotmeanas-J I,

says is the wnole story. Usu- 3 *Sl
ally, there are at least two

sides to an incident, and an

investigation should focus

on determining exactly what happer_ed by
talking to everyone with knowledge of the
events.

So, an investigation should be conducted for
two main reasons. First, it's the right thing to
do, because sexual harassment can be destruc-
tive to an employee. Second, it's the best way
to minimize liability if any suit does arise.

"If you take action right away, the employee
might not have a valid legal claim," she said.

Once it is established that an investigation is
warranted, what should an employer do next?

The first s:ep is to assemble an investigative
team. The team should be carefully chosen.
Ms. Davis does not recommend that an in-
house attorney conduct the actual investiga-
tion. Should a lawsuit arise, the investigator's
notes can be subject to scrutiny from the plain-
tiff, she explained. Firthermore, Ms. Davis
said, the investigator can be deposed and
forced to tel= about prior complaints of sexual
harassment within the company, and an in-
house attorney would probably have lots of in-
formation abou: prior complaints. To avoid
this problem, Ms. Davis recommends hiring an
outside investigator to do the work under the
supervision of the in-house attorney.

Mr. Oakes also advised that any sexual ha-

LEGISLATION

rassment investigation team should include at
least one woman. In addition, none of the team
members should have a history as the subject

of a sexual harassment charge, he suggested.
The first step of an investigation is to talk to
the accuser. An account of

what happened and the time

and location of each mci-

LEGAL/ dent of harassment, along

with the names of any other

individuals who were pre-

sent, should be noted. After-

ward, a written statement

- should be prepared and
signed by the employee.

From there, the investigators should ask all
witnesses to verify or deny the allegations. Any
documents involved also should be located.

It is important to make a record of these in-
terviews. "A tape recording is the best evi-
dence of what is said." Mr. Oakes said. But any
tape recording must be done with the intervie-
wee's consent, and that consent should, prefer-
ably, be recorded on the tape itself.

It is very important that investigators not
slander she accused by telling interview sub-
jects the accusations. Similarly, interviewers
should ask no leading questions during the in-
terviews.

At some point, the accused must be ques-
tioned. The questioning can take place near

the end of the investigation, so that all the in-
formation has been assembled before the in-
terview.

At the end the investigation, the investiga-
tion team should prepare a final report deter-
mining what happened and recommending
disciplinary action, if any is needed, the speak-
ers said. The punishment should take into ac-
count both the severity of the conduct and any
history of similar conduct. And it may be valid
to conclude that the conduct was simply in

poor taste and warrants no punishment, Mr.
Oakes said.

The findings of the investigation should then
be relayed to both the accuser and the accused.
Tks step tells the complaining employee that
the company respects him or her. If the finding
of -12 investigation is that there was no ha-
rassment, that should be told to the accuser
tactfully, so that he or she does not perceive
that the investigation was a sham or that he or
she is being accused of lying, Ms. Davis said.

The session was moderated by Carol Aren-
dal!1, director of risk management for Saks Inc.
in Milwaukee. ial
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San Francisco's historic cable cars

were among the attractions during
the 38th RIMS annual conference.
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Workers comp market
shows signs of turning

By JOANNE WOJCIK
KOCHANIEC

SAN FRANCISCO-Risk man-
agers beware: The days of cheap,
guaranteed-cost workers compen-
sation insurance and multiyear
rate guarantees are gone.

For several years, insurers over-
estimated the savings managed
care would achieve and signifi-
cantly underpriced their guaran-
teed-cost products in order to
capture market share, said Robert
L. Rey, first vp-risk management
at Reliance National Insurance
Co. in San Francisco.

And now those insurers have to
pay the piper, he said to those at-
tending a session titled "Future
Shock in Workers Compensation”
at the Risk & Insurance Manage-
ment Society Inc. annual confer-
ence and exhibition last week in
San Francisco.

Such pricing strategies, coupled
with the recent unraveling of the
Unicover Managers Inc. reinsur-
ance pool, are forcing a market
turn that is working its way from
the West Coast eastward, said
James C. Halbleib, area senior vp
in Gallagher Heffernan Insurance
Brokers' risk management divi-
sion in San Francisco. Gallagher
Heffernan is a division of Arthur
J. Gallagher & Co.

In fact. Unicover's cheap rein-
surance, which was provided by a
group of 'naive" life insurers, ac-
tually fueled the cash-flow under-
writing, as it gave primary under-
writers a false sense of security,
he said.

Insurers thought that even
though they were pricing workers
comp insurance below loss costs,
there was sufficient reinsurance
available, he said.

But when Unicover fell, many
insurers were left holding the bag,
and that bag was filled with
workers comp losses on guaran-
teed-cost insurance policies that
far exceeded the premiums paid.
Unicover's combined ratio for
that business has been estimated
at anywhere from 150% to 200%.

And because Unicover provided
reinsurance to approximately
25% of the nation's $25 billion
workers compensation market, its
troubles were the catalyst for the
changing market.

"It was like throwing a match
on kerosene," Mr. Halbleib said.

"Now, guaranteed-cost policies
are no longer available," or insur-
ers will write them only for twice
the premiums, he said. "What's
happening in the year 2000 is any-
thing but guaranteed cost," he
said.

Indeed, the days of inexpensive
workers compensation insurance
are over, agreed Reliance's Mr.
Rey.

Insurers' premium-to-surplus
ratios for work comp business
have deteriorated to 0.60-to-1 in
1999 from 2-to-1 in 1988, he said,
citing figures from the National
Council on Compensation Insur-
ance in Boca Raton, Fla.

Unfortunately for insurers,
"1999 and 2000 are history. We're
not looking to recoup the mistakes
that we made in those years.
You're not going to let us,"” Mr.
Rey acknowledged to his audience
of insurance buyers. "But we are
going to cover our costs" by pric-
ing the products appropriately
from an actuarial standpoint.

In addition, "the underwriting |

of that work comp product is go-
ing to go to the more traditional
reinsurer. . .we're nof having life
insurers doing casualty under-
writing," he said.

"As the market turns, it usually
starts in California and then
works its way back east,"” he said.
"l think that's what we're starting
to see right now."

Indeed, the projected combined
ratios for 1999 workers comp
business are the wors: in Calilor-
nia, at 13296, compared with
126% in New York, 116% in
Pennsylvania, and 115% in New

See Comp on next page
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More than 400 exhibitors were on hand last week during the 38th RIMS Annual Conference & Exhibition m
San Francisco, where reporter Mike Sanford covered the exhibit hall for Business insurance's RIMS-TV.
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Jersey, Mr. Rey said, citing NCCI
figures.

Meanwhile, as the insurers at-
tempt to base their prices on the ac-
tual risks. the risks themselves are
cranging, observed Jeffrey W. Pette-
grew, vp-insurance and risk man-
agement at Westaff Inc., a tempo-
rary staffing service based in Wal-
nut Creek, Calif.

The prosperous economic condi-
tons the nation is enjoying are like-
ly to contribute to workers compen
sation costs in the future, he pre-
dicts. Low unemployment rates
mean that the pool of available
workers has shnink.

For example, employers are being
forced to hire workers that previ-
cusly have suffered work-related in-
juries, and those injuries may recur,
he said.

In addition, many in the current
employee pool have histories of sub-
stance abuse, making them more
susceptible to on-the-job injuries,
Mr. Pettegrew said.

"Have you ever done post-acci
dent drug testing?" he asked the au-
dience. "A significant percentage of
employees injured on the job were
using drugs." And"a lot of them test
positive for using borrowed pre-
scription medication," he said.

"In this economy, a lot of employ-
ers are bottom-fishing. They have to
be careful about employee drug

use," he warned.

Business
Irmmul
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Another problem is that, today,
many injuries that are being deemed
work-related may have been caused
by recreational activities, Mr. Pette-
grew said.

He cited as an example a case in
which a woman who was a concert
violinist and who was given a per-
manent disability award for carpal
tunnel syndrome diagnosed while
she worked for Westaff.

"She was a secretary to an execu-
tive and rarely did data entry," he
said.

The changing nature of work due
stemming from technology also is
contributing to employers' workers
compensation exposures, Mr. Pette-
grew pointed out.

"People are doing tasks they've
never done before," he said.

For example, in some cases, em-
ployees are using equipment from
other countries that "often doesn’'t
and "the
new high-tech dot-coms are not do-
ing safety training” like the old
manufacturing firms traditionally

come with user manuals,"

have done, he said.

Even the growing use of cell
phones could eventually lead to
work-related injury claims, Mr. Pet-
tegrew suggested. -You've heard
that cell phones may cause cancer,”
he said. "If you use a cell phone for
work and get cancer, then the cancer
could be work related.”

"We really don't know, in the long
term, what effect these things wiill
have on us," he said.

Mr. Pettegrew served as the ses-
igl

sion moderator.
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Global Briefs

A.M. Best Co. has affirmed its A, or
excellent, rating of Lloyd's of London.
Best said the rating is based on Lloyd's
capital strength, its leading position in
a number of important markets, its
high-profile brand image, its global li-
censes and good regulatory oversight.
The rating continues to carry a negative
outlook, however, which reflects
Lloyd's poor earnings in the past three
years of account, Best said. . . .Paris-
based AXA S.A. has reached an agree-
ment with the directors of U.K.-based
Sun Life & Provincial Holdings P.L.C.
to acquire the 43.7% of SLPH it does
not already own. Under a scheme of ar-
rangement, which is subject to ap-
proval by SLPH shareholders, SLPH's
minority shareholders would receive
500 pence ($7.80) in cash and an excep-
tional dividend of 5 pence (8 cents) for
each SLPH ordinary share. A SLPH
shareholders' meeting is expected to
take place in June. . . .Zurich Insurance
Co. has entered into an agreement to

underwrite professional indemnity in-
surance for members of the London-

based Medical Defence Union. The
Zurich Financial Services Group U.K.
property/casualty insurance business
unit will acquire a minority interest in
MDU Services Ltd., currently a wholly
owned subsidiary of MDU. MDU Ser-
vices Ltd. will administer the joint ven-
ture. . . .Lloyd's managing agent Amlin
P.L.C. plans to absorb two syndicates it
has managed since it acquired Anger-
stein Underwriting. Subject to share-
holder approval, former Angerstein
syndicates 902 and 1141 will be merged
into Amlin syndicate 2001. . . .London-
based Jardine Lloyd Thompson Group
P.L.C. and New York-based private in-
vestment bank The Blackstone Group
have formed a joint venture, Capital
Risk Group L.L.C., that will design and
place tailored risk transfer and risk-
funding programs for major corpora-
tions. JLT will own 80% of the new
venture; the remaining 20% of capital
will be supplied by The Blackstone
Group. . . .ACE Bermuda Insurance
Ltd. and London-based broker Willis
Group Ltd. have launched a strategic
partnership to establish an ACE-owned
protected cell company in Guernsey.
ACE PCC Insurance Ltd. will be owned
by ACE but operated under a partner-
ship with Willis, which will provide
management and marketing expertise.
The venture will have net capacity of
up to $200 million, ACE said. ...
Switzerland-based Winterthur Group
is to acquire Colonial U.K., the U.K.
subsidiary of Australian insurer Colo-
nial Group. Winterthur will pay 12.2
billion Swiss francs ($7.07 billion) for
Colonial, which will be integrated into
Winterthur Life U.K. The deal is sub-
ject to regulatory approval. . . .Anti-
capitalism riots in London over the
May Day weekend caused up to
£500,000 ($780,000) of damage, accord-
ing to reports. A peaceful demonstra-
tion in London's Parliament Square
ended in violence when a McDonald's
restaurant in Whitehall was stormed by
protesters. Among other damage, the
Cenotaph War Memorrial and a statue
of Winston Churchill were defaced.
The China Insurance Regulatory Com-
mission has announced a crackdown on
illicit activity by insurers in the eoun-
try. The CIRC said that some insurers,
both domestic and foreign, have been
breaking CIRC rules and that a cleanup
is needed before the insurance sector
can be opened up to wider competition.

.German insurer Gerling Credit In-
surance Group has opened a London
office to coordinate its product range
and sales worldwide. Gerling Credit In-
surance Services Ltd. will offer tailor-
made insurance programs for multina-
tional companies.

INTERNATIONAL

Dai=lchi ordered to shut down

Failure leaves investor Kyoei Life short of capital

By DOUGLAS McLEOD

TOKYO-Tough market conditions for
Japanese non-life insurers claimed their
first victim, as Japanese regulators last
week halted new underwriting by Dai-Ichi
Mutual Fire & Marine Insurance Co. Ltd.

Tokyo-based Dai-Ichi's failure, the first
by a Japanese casualty insurer since World
War Il, may have further repercussions:
Kyoei Life Insurance Co., which invested
heavily in Dai-Ichi Mutual last year, is now
seeking new capital in the wake of the shut-
down and is in discussions with Prudential
Insurance Co. of America about possible fi-
nancial assistance, a Prudential spokesman
confirmed.

The two companies' troubles come as
Japanese casualty insurers continue bat-
tling a withering combination of low inter-

est rates, shaky investment portfolios and
the effects of insurance market deregula-

Dai-Ichi's failure, the first by a
Japanese casualty insurer since
World War 11, comes amid low
interest rates, shaky investment
portfolios and deregulation.

tion.

While the non-life insurance industry is
relatively healthy compared with other fi-
nancial sectors in Japan, poor economic
conditions and rising competition following
deregulation will present challenges for

QBE offer for LIMIT

casts doubt on

Wellington merger

By CAROLYN ALDRED

LONDON-A cash offer last week by Australian insurance compa-
ny QBE Insurance Group Ltd. for LIMIT PLC. could scuttle LIM-
IT's proposed merger with Wellington Underwriting P.L.C.

LIMIT, which is bne of the biggest corporate investors at Lloyd's of
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non-life companies for the near future,
Standard & Poor's Corp. concluded in a re-
view last year.

The difficult conditions will make it espe-
cially hard for smaller companies to survive
on their own, the report suggested.

Japan's Financial Supervisory Agency,
the nation's top regulator, ordered Dai-Ichi
Mutual to cease new underwriting after the
insurer failed to raise new equity capital
under an FSA-managed rescue plan, ac-
cording to S&P. The insurer will continue
to service existing policies and investment
products.

Dai-lehi Mutual found itself weakened by
poor asset/liability management and by
non-performing loans and hidden losses in
its investment portfolio, S&P said. Like
other Japanese insurers, the company was
also squeezed by a long period of low inter-

est rates that have made it difficult for

See Dai-Ichi on net page
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London, announced on May 2 that it had "received an unsolicited ap-
proach from QBE." Although it rejected the approach as undervalu-
ing the company, LIMIT said in a statement that it recognizes that
some institutional investors might welcome a cash offer and an-
nounced plans to seek a higher offer from other parties.

The company also announced that, although it planned to continue
to work toward the deal with Wellington, "there is now uncertainty
as to whether LIMIT will be able to complete its proposed merger."

QBE Managing Director and Chief Executive Officer Frank O'Hal-
loran confirmed that QBE is prepared to make a cash offer for LIM-
IT at 120 pence (77 cents) per share. He added that the offer "fol-
lowed the receipt of support from a number of LIMIT's significant in-
stitutional shareholders for the approach to be made."

The offer would be conditional on the proposed merger between
LIMIT and Wellington not proceeding, QBE confirmed. That merger
would create the largest underwriting company at Lloyd's.

LIMIT "believes this offer price, if it were to materialize as a firm
offer, significantly undervalues LIMIT. (At Dec. 31, 1999), the net as-
set value of LIMIT was 160.1 pence (99 cents) per share, and its net
tangible asset value was 132.8 pence (82 cents) per share," the LIMIT
statement said.

Meanwhile, "LIMIT and Wellington have stated that the proposed
merger would generate annual cost savings amounting to some 50%
of the combined 1999 earnings of the merged group and believe that
these and other benefits of the merger should generate significant
value for shareholders in the medium term," the LIMIT statement
said.

QBE pointed out in a statement on May 3 that LIMIT's shareprice
at the time of its offer was just 85.5 pence (50 cents) per share and
that the offer "takes into account the potential impact on LIMIT of
the fall in the U.K. stock market and rising interest rates on bond
portfolios (since Dec. 31, 1999); deferred tax on unrealized gains not

See QBE on page 52

David Fleetwood, the chairman of ALARM, opened the con-
ference at which the standards project was announced.

Team to develop

risk management
standards for U.K

By SARAH VEYSEY

COVENTRY, England-The United Kingdom's three biggest
r:iisk management bodies have joined forces to develop internation-
ally recognized standards for risk management.

The Assn. of Local Authority Risk Managers, the Assn. of Insur-
ance and Risk Managers and the Institute of Risk Management,
have jointly commissioned a team to create "the definitive param-
eters and standards for risk management."

At AIARM's annual conference on April 17 and 18 in Coventry,
England, the three organizations announced that the team would
be led by David Ovenden, former head of inszimnce and risk man-
agement for P&0 Steam Navigation Co., associate of the
Chartered Insurance Institute, fellow of the IRM and a for-

mer AIRMIC chairman.

See Standards on page 51

EPL claims rise sharply in U.K.

By CAROLYN ALDRED

Employment practices liability is a grow-
ing risk for European companies, as recent
statistics reveal that more employees are
taking their employers to court.

The latest statistics from the Advisory
Conciliation and Arbitration Service, a
U.K. government-funded body that works
to resolve workplace disputes, show that le-
gal actions against British employers
jumped by about one-third, to 164,525 for
the year ending March 31, 2000, compared
with the comparable prior year.

A similar increase was reported recently
by the U.K. Engineering Employers Feder-
ation, which said that employee claims

against member companies increased by
30% in 1999, to 2,770 claims from 2,137 in
1998. At the same time, the cost of settle-
ments also rose. In particular, settlement
costs for discrimination cases increased
more than 20%, according to the EEF.
Discrimination cases "are now a lot more
complicated than unfair dismissal,” which
is seen in the increase in cases involving
multiple charges by the same employee,
said EEF legal adviser Richard Linskell in
London. "The more claims that companies
have to deal with, the more effort they have
to put into it. The last thing businesses need
to be doing is fighting tribunal cases,” Mr.

Linskell said.

"There is more employment legislation,

much of it stemming from the European
Commission, and employees are more liti-
gious and more aware of their rights gener-
ally. As a result, there has been a marked
rise in employment disputes over the past
few years," said an ACAS spokesman.

Underwriters also point out that the de-
mand for EPL insurance in Europe, while
still at a lower level than in the United
States, is growing fast.

Since American International Group Inc.
launched a stand-alone EPL policy, Corpo-
rate Guard, for the European market about
a year ago, demand for EPL insurance has
grown significantly, particularly in Ger-
many, France and the United Kingdom,

See EPL on page 52
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Dai-lchi

Continued from previous page
insurers to earn the investment

returns needed to meet their obli-
gations.

Founded in 1949, Dai-lchi Mu-
tual was Japan's eighth-larges:
non-life insurer, according to
Japanese press reports. As of
March 31, 1997, its assets totaled
1.43 trillion yen ($11.5 billion),
according to A.M. Best Co.

The Marine & Fire Insurance
Assn. of Japan, meanwhile, an-
Nnounced it will assess Dai-lchi
Mutual's financial condition, in-
cluding concerns that the insur-
er's liabilities exceed its assets by
an estimated 48.8 billion yen
($462.6 million).

An administrator appointed by
the association will also investi-
gate allegations that Dai-lchi Mu-
tual reported false information in
its financial statements, according
to press reports.

S&P cut its financial strength
rating of Dai-lchi Mutual on April
30 to B from BB, based on public
information, and last Monday re-
duced it to R, reflecting the regu-
latory action.

The Japan Credit Rating Agen-
cy Ltd. in January withdrew its
debt rating for the insurer after
cutting its rating the previous
month, citing a "heavy burden of
bad debts" and insufficient assets

and shareholder equity.

Dai-lchi Mutual's shutdown,
meanwhile, prompted Kyoei Life
to look for a partner to shore up
its own capital base. At the urging
of the Japanese government,
Kyoei last year contributed about
30 billion yen ($284.4 million) to
Dai-lchi Mutual.

A Prudential spokesman con-
firmed that the U.S. company is
discussing a financial deal with
Kyoei, but he said no deal has
been worked out.

"What we are looking at is a
way to help Kyoei, and what we
have not figured out is how best to
do that," the spokesman said. "We
are continuing discussions with
them, but nothing has been decid-
ed yet."

Conditions for Japanese non-
life insurers generally are not ex-
pected to improve in coming
months.

In March 1998, S&P downgrad-
ed the ratings of 12 non-life insur-
ers facing the double whammy of
deregulation and economic reces-
sion in Japan. The expected finan-
cial pressures have largely mani-
fested as expected, S&P conclud-
ed in a report last year.

Competition among non-life in-
surers has increased since the
government dismantled a tariff
system, increasing pricing free-
dom, and as new competitors en-
ter the market, including units of
Japanese life insurers and foreign

INTERNATIONAL

insurers.

The result will be declining pre-
mium volume that, combined with
slow-growing investment income,
will produce deteriorating operat-
ing performance, S&P predicted.

At the same time, non-life in-
surers have suffered large loan
losses and asset devaluations in
their investment portfolios. While
the damage has been small com-
pared to that at other Japanese fi-
nancial institutions, the losses
will continue to strain the indus-
try's capital and will create a
widening gap between large in-
surers able to absorb the losses
and smaller companies that can-
not, S&P reported.

Given the growing gap between
the strong and the weak, insurers
intent on survival will need a
strong business franchise, prudent
management, a competitive cost
structure that holds down expens-
es, strict underwriting standards

and a conservative financial
structure that will ensure stable
investment returns as underwrit-
ing profits are squeezed, S&P
said.

"Industrywide rating adjust-
ments are not expected, but a few
downgrades are possible, reflect-
ing the negative effects of in-
creased competition and poor eco-
Nnomic environment on some in-
surers' operating performance
and balance sheets,” the report
predicted. ial
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Bid for ReliaStar

part of ING's
U.S. growth plan

By CAROLYN ALDRED

AMSTERDAM, Nether-

lands-Dutch financial group
ING Group N.V.'s proposed
$6.1 billion acquisition of Relia-
Star Financial Corp would
boost its presence in the U.S.
insurance market.

It would also give the Dutch
company a bigger slice of the
employee benefits market, an
area in which it is a leading
player in the Netherlands and
is expanding in other European

countries.

The proposed takeover of the
Minneapolis-based insurer
would increase ING's annual
U.S. premium revenues to $12.4
billion, on a pro forma basis,
from 1999's level of $8.2 billion.
That would position ING
among the top 10 life insurers
in the United States, in terms of
total life and annuity premi-
ums, according to ING. ING's
under management
would nearly double, to $75

billion.

assets

ReliaStar subsidiaries pro-
vide individual and corporate
clients with life insurance, em-
ployee benefit products, rein-
surance, mutual funds and
bank products. Founded in
1985, ReliaStar is the eighth-
largest publicly held life insur-
ance company in the United
States, based on 1999 revenues,
and it employs more than 3,800
people.

ING Group has operations in
insurance, banking and asset
management in more than 60
countries. It has almost 90,000
employees and is Europe's
fifth-largest financial institu-
tion, in terms of market capi-
talization.

"This transaction marks an-
other step ING has taken to-
wards achieving our goal of
substantially increasing our
presence in the U.S. and fur-
thering our position as a finan-

cial services leader in North

America," said Godfried van
der Lugt, chairman of ING's
executive board.

The deal also would give the
Dutch company a springboard
into the employee benefits field
in the United States, according
to a spokeswoman.

Employee benefits are one of
several reasons ING is so keen
to purchase ReliaStar, said the
spokeswoman, who pointed out
that, while ING is a leading
player in the Netherlands' em-
ployee benefits market, the in-
surer welcomed the opportuni-
ty to grow in the United States.

The group has been one of the
major companies promoting the
growth of benefits in the
Netherlands and now is "ex-
porting its employee benefits
expertise to other European
countries," said the spokes-
woman, who noted that ING
began marketing employee
benefits in Spain last year and
in Italy this year.

"The acquisition of ReliaStar
will now give us a headstart in
the U.S.," she said.

"ReliaStar brings a strong set
of worksite businesses, includ-
ing group life insurance and
other employee benefit prod-
ucts, 401(k) plans and payroll
deduction individual life insur-
ance," ING said in a statement
announcing the proposed ac-
quisition.

ReliaStar is the sixth-largest
provider of new group term life
sales and has 4,000 employer
clients, comprising 4.4 million
employees. Assets managed in
401 (k) plans total $3 billion. Al-
together, ReliaStar's worksite
financial services posted $728
million in sales last year, ac-
cording to the ING statement.

Employee benefits are

one of several reasons
ING is so keen to buy
ReliaStar, says an ING
spokeswoman.

Under the agreement, ING
will pay $5.1 billion in cash for
ReliaStar, excluding shares
held by ReliaStar's employee
stock ownership program,
which will be exchanged for
ING's American depository re-
ceipts. ING will also assume $1
billion of ReliaStar debt.

Operating as part of the ING
Americas, the combined entity
will be called ING ReliaStar
and will be headed by Relia-

Star's current management.
This includes ReliaStar Chair-

man and Chief Executive Offi-
cer John Turner, who will be-
come a member of the ING
Americas executive committee
and vice chairman of the Amer-
icas region; and Richard Sali-
pante, president and chief oper-
ating officer of ReliaStar, who
will become president and CEO
of U.S life insurance opera-
tions.

The combined group will
have 7,800 independent bro-
kers, giving it the largest inde-
pendent broker/dealer network
in the United States, ING
claimed in its announcement.

INn addition, ReliaStar has
several e-commerce initiatives,
including an online financial-
education Web site called
ihatefinancialplanning. com.

"Given the complementary
nature of our operations and
ING's strategy to be a leader in
the U.S. market, we are ex-
tremely optimistic about the
opportunities to grow our oper-
ations across the country, ex-
pand the products and services
that we offer our distributors
and customers and provide ex-
tensive career opportunities for
our employees. It's rare to see a
transaction that furthers the in-
terests of so many stakehold-
ers," said Mr. Turner.

The acquisition, which is sub-
ject to approval by both regula-
tors and ReliaStar's sharehold-
ers, is expected to be completed
in the third quarter of 2000.
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Work-related stress seen as

top concern: ALARM survey

By SARAH VEYSEY

COVENTRY, England-Stress at
work is the most serious emerging
threat faced by the public sector, and
by local authorities in particular, ac-
cording to a survey of members of the
Assn. of Local Authority Risk Man-
agers.

The results of the survey were pub-
lished at the association's annual con-
ference, held in Coventry, England,
on April 17 and 18.

The survey of 166 of the associa-
tion's members, under-
taken in March, re-
vealed that 85% of ,;C
them include "stress at 8%
work" among the top-

10 most-important 11*
ernerging risks. Four .#g
out of five also includ- -5

ed "employee health" f?1*5 ';
and "employee liabili-

ty" in their list of the *0O..
top-10 emergi_ng risks F*1
faced by public'sector YL
risk managers.

"If the adage is true
that an organization's
greatest asset is its workforce, then 10-
cal authorities and other public bod-
ies would be well advised to review
their personnel policies and proce-
dures to incorporate professional risk
management principles to reduce
stress and employee health concerns,"
said David Fleetwood, chairman of
ALARM and risk manager for Sun-
derland City Council.

Elaine Butterworth, a member of
the organizing committee for the
ALARM conference and assistant risk
manager for the Coventry City Coun-
cil, is to study workplace stress and
American risk management practices
during an exchange visit. In August,
Ms. Butterworth will spend 10 days in
St. Louis, Mo., as part of an exchange
program with the Public Risk Man-
agement Assn.

"The depth of our concern about
the problems caused by stress is illus-
trated by the fact that one of ourlead-
ing members is to look at how the
Americans tackle the issue. I'm sure

Standards

Continued from page 49

The team plans to publish its pro-
posals for consultation in six months.

There currently are no national
standards for risk management in the
United Kingdom.

"The management of risk has
evolved in recent years, and there has
been a growing ground swell for a
fresh look at the essential require-
ment, codes of practice and levels of
competence required for this de-
manding discipline," said Terry
Simister, chairman of the IRM,

Mr. Simister, who is overseeing the
standards initiative, said that the de-
velopment of standards was some-
thing the three organizations have
been considering for some time.

"We have been looking at it for 18
months to two years, but we have had
to wait for certain things, like the
Turnbull Report, to happen before we
could really do anything," he said. The
Turnbull Report, released in Septem-
ber 1999, called for increased corpo-
rate governance and attention to risk
management issues.

Mr. Simister served on a British
Standards Institute committee that
considered adopting risk manage-

ment standards outlined in Australia

and New Zealand in the United King-

> =
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the lessons learned by Elaine in St.
Louis will help local authority risk
managers in the U.K. deal with
stress-related issues," said Mr. Fleet-
wood.

The PRIMA Risk Management In-
ternational Exchange Program "en-
ables risk managers to compare and
contrast legal systems in the United
Kingdom and the United States, with
particular emphasis on compensation
awards for civil liability and employ-
ee injuries," according to an ALARM
statement about the program.

The survey revealed
4 that nine out of 10
¥ ALARM members be-
? '5 lieve that an unhealthy
"compensation cul-
ture" is growing in the
United Kingdom. This
culture is"fueled by so-
ciety's increasing ten-
dency to look for some-
one to blame and 'no-
win, no-fee' legal ad-
vertising, exacerbated
by media coverage of
high compensation
awards," ALARM said
in a statement about the survey.

Government-funded legal aid for
personal injury claims was abolished
last month in the United Kingdom, to
be replaced with a conditional fee, or
"no win, no-fee," arrangement, simi-
lar to the contingency-fee arrange-
ment in the United States (BI, May 1).

Almost three-quarters of the re-
spondents to the ALARM survey-
71%-said they thought that the
widespread advertisement of no-win,
no-fee legal representation was en-
couraging weak or even frivolous
claims, and 89% of respondents said
they believed that, by spotlighting
high compensation payments, the me-
dia was presenting a false picture of
current claims adjudication fairness.
The vast majority of respondents,
91%, said they thought the establish-
ment of an improved risk manage-
ment culture within public bodies
would help to remedy this situation.

Community safety was a topic high
on the agenda at the ALARM confer-

dom. Although the committee ulti-
mately decided not to adopt the Aus-
tralasian standard, Mr. Simister said
that it recognized the need for U.K.
risk management guidelines.

"l was very concerned when | saw
that the BSI had lots of rules which
contained the words 'risk manage-
ment' but don't define what they
mean. So | asked the BSI whether the
IRM, AIRMIC and ALARM could de-
velop a standard that will be used vol-
untarily and then take that standard
to the BSI and request that it becomes
the U.K. standard," he said.

The team plans to submit its stan-
dards to the BSI to gain its official
ratification. It will then seek world-
wide recognition of the standards by
submitting them to the International
Standards Organization.

"We are trying to pick up on ISO
definitions and trying to put stan-
dards in place around this,"” Mr.
Simister said.

The three organizations hope to

draw up a draft outline of the stan-
dards in time for the AIRMIC annual

conference in June and to draft a set
of proposals by September.

"With the authoritative backing of
ALARM, AIRMIC and IRM, the work
being undertaken to create new stan-
dards may well act as a seminal guide
for other risk management practition-
ers in the world,” Mr. Simister said.

ence, and 87% of survey respondents
said that risk managers have a major
role to play in community safety. Al-
most two-thirds of respondents (63%)
said they thought enough was being
done in their organizations to pro-
mote community safety, but 91%
called for more funding from the cen-
tral government to solve community
safety problems.

Three-quarters of ALARM mem-
bers said that the police should not al-
ways be the leading body engaged in
community safely planning.

"This has major implications for
the future role of local authority risk
managers," said Mr. Fleetwood.

The ALARM conference was ad-
dressed by Sir John Evans, president
of the Assn. of Chief Police Officers
and chief constable of the Devon and
Cornwall Constabulary. He stressed
the fact that community safetywas an
area in which local authority risk
managers in the United Kingdom
could collaborate with police.

He said there was a "need to ac-

knowledge that the police service
alone cannot deal with crime and
community safety. We need to engage
with local communities and develop
partnerships with statutory and vol-
untary groups."

Sir John said that he had been en-
couraged by the setting up of so-
called "community safety partner-
ships" in many areas of the United
Kingdom. "I am heartened that, in re-
cent years, we have seen many bene-
fits of voluntary collaboration be-
tween the police service, local author-
ities and other local agencies in part-
nerships to reduce crime," he said.

The survey also questioned respon-
dents about the so-called "Woolf re-
forms," litigation rules instituted last
April in an effort to speed up litiga-
tion and make the legal system less
expensive and more accessible to
claimants (Bl, Dec. 14, 1998).

A 92% majority of respondents to
the ALARM survey judged the Woolf
reforms to have been a success, 89%
said the reforms had speeded up the
claims process, and 75% said they
had improved administration. But

ALARM Chief Executive Elizabeth
Taylor and Mr. Simister described the
cooperation between ALARM. AIR-

MIC and IRM as very significant.
"This is a landmark for the three as-

sociations, because it is the first time

the three have worked together," Mr.
Simister said. E1
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77% of respondents said that the

Woolf reforms had not reduced the
volume of claims that their organiza-
tion received.

Addressing the conference, David

Grimley, technical claims manager
for St. Paul International Insurance

Co. and a member of the Assn. of

British Insurers working party set up
to contribute to the consultation

phase of the Woolf reforms, said that

OB
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he had seen an improvement since the
reforms were enacted a year ago.
"There has been a speeding up (of
the claims process), and it has been
beneficial. We have not been running
around chasing hopeless cases, and
we have stopped wasting time; the
amount of litigation has diminished,"
Mr. Grimley said. "The cooperation

from local authorities has been excel-

lent, a distinct improvement." EJI
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Continued from page 49

said Matthew Carr, corporate
manager for the management lia-
bility department of AIG Europe
(U.K.) Ltd. in London.

Until recently, many companies
insured EPL risks through their
directors and officers coverage,
but "changes in employment law
mean people now are focusing on
EPL and are not willing to share
their D&O limits with EPL risks,"
said Mr. Carr.

Mr. Carr predicted that the Eu-

ropean EPL market will expand
greatly over the next 12 to 18

months.

QBE

Continued from page 49
brought to account; and possible

losses fronn

underwriting
Lloyd's, including business un-
derwritten for 2000."

The insurance sector, particu-
larly the Lloyd's market, has
sustained falling prices on the
U.K. stock market in recent
months.

At a price of 120 pence per
share, the acquisition would
cost QBE almost $900 million
Australian ($526.4 million).
Funding sources identified by
QBE"may include a combina-
tion of short-term bridge fi-
nance; hybrid capital, such as
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A spate of legislation across Eu-
rope, together with an increasing
tendency among Europeans to take
legal action, is increasing the pres-
sure on employers and creating a
greater desire for stand-alone EPL
coverage, said Lloyd's of London
underwriter lan West. Mr. West is
a professional and financial risks
underwriter for syndicate 702,
which is managed by R.E. Brown
Underwriting Ltd.

The syndicate recently launched
a stand-alone company liability
policy offering coverage for em-
ployment securities

transactions, investigation costs
and shareholder derivative ac-

disputes,

tions.

The policy "provides protection
for the company itself without the

long-term subordinated Eu-
robonds; and an equity issue,”
Mr. O'Halloran said.

"The acquisition would add
close to $1.9 billion Australian
($ 1.1 billion) per annum in pre-
mium income and investments
of $1.9 billion Australian, after
allowing for the purchase price
to QBE's diversified general in-
surance and reinsurance busi-
ness in 33 countries. It would
make QBE the largest under-
writer in Lloyd's, with a team of
specialist underwriters who
have a history of outperfor-
mance," he said.

Currently, QBE Underwriting
Agency Ltd. has four syndicates
at Lloyd's under umbrella syn-
dicate 2999, with a total capaci-
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Employment disputes are one of
the fastest-growing areas of liabil-

ity, and recent legislation and
court cases have established a

confusion created by extensions to
D&O0 policies. The D&0O program
remains unimpaired, and concerns
over ownership of cover, conflict of

'Changes in employment law mean people

now are focusing on EPL and are not willing
to share their D&O limits with EPL risks,' says
Matthew Carr of AIG Europe (U.K.) Ltd.

interest and effectiveness are sue-

cessfully avoided," he said. Mr.
West said response to the new cov-
erage has been good.

ty of approximately £110 mil-
lion ($171.8 million).

"We identified LIMIT two
years ago as an excellent addi-
tion to QBE's worldwide opera-
tions. The recently announced
merger proposal has provided
QBE an opportunity to move
now and provide LIMIT's share-
holders a cash alternative,” Mr.
O'Halloran said.

The proposed merger between
Wellington and LIMIT would
create the largest Lloyd's-based
insurance business, with com-
bined gross written premiums of
£1.3 billion ($2.03 billion), ac-
cording to a joint statement. The
terms of the deal, under which
Wellington shareholders would
receive 91 shares of the new

for

BENEFIT

trend for increasingly frequent
employment litigation and escalat-

ing damage awards, Mr. West not-
ed.

company for every 100 Welling-
ton shares held, had already
been approved by the Welling-
ton board, but the proposal has
not yet been approved by LIMIT
shareholders (BIl, May 1).

Meanwhile, "QBE will only
consider a recommended offer to
all shareholders after comple-
tion of detailed due diligence
and discussions with manage-
ment and senior underwriters.
Any recommended offer would
be subject to conditions includ-
ing the recently announced
merger proposal of LIMIT and
Wellington Underwriting P.L.C.
not proceeding, regulatory ap-
provals and achieving a mini-
mum acceptance level," accord-
ing to a QBE statement.

*N OCD# SBPA Systems
has been providing quality software
application solutions for TPAs,
HMOs, HCOs, self administered
corporations and insurance compa-
nies. Call us today for more infor

mation on how our solutions can

improve your benefit administra-
tion office.
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RISK MANAGEMENT - CLOSES MAY 9

In the United Kingdom, the Em-
ployment Relations Act 1999 "has
considerably extended the rights
of the employee as against his or
her employer," according to infor-
mation supplied with the R.E.
Brown policy, which also notes
that the UK Department of Trade
and Industry expects unfair dis-
missal claims to increase fivefold
as a result of the legislation.

"This trend towards increasing
employment litigation is mirrored
in the rest of Europe and across the
globe," according to the syndicate.

The main provisions of the Em-
ployment Relations Act in the
United Kingdom increase the
maximum compensation payable
by an employer for unfair dis-
missals to £50,000 ($78,100) from
£12,000 ($18,744), reduce to one
year from two the time a worker
must be on a job before he or she
can claim unfair dismissal, give
part-time workers the same rights
as full-time workers, and improve
maternity and parental leave.

Many of the act's provisions are
in accordance with European Com-
mission directives. Other employ-
ment-related European Commis-
sion orders that have been imple-
mented include the Working Time
Directive, which limits the hours
most employees can work per week
to 48 hours, averaged over 17
weeks. The directive also requires
employers to provide a 20-minute
break after six hours of work and
four weeks of paid vacation per
year after three months of employ-
ment. Failure to adhere to the legis-
lation may result in fines or prison

sentences for employers. En
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Employers advised to keep eye on comp laws

MEG FLETCHER have enloyed low rates that resulted which are a key component of em- because the risk manager is arguing they have operations

from rntense competition among ployers' costs, Mr Schrempf said about what would have happened Dunng Kentucky's recent les:isla-
ORLANDO, Fla -Employers need workers comp insurers in the past "This issue of frequency and why it "That's kind of hke negotiating with a tive session, for example, there were
to be aware of the potential effects of several years is Improving is lust as Important to ghost," he acknowledged proposals that would have increased
the "war of attntion" gomg on among Future premium rate hikes, howev- (employers) as it is to everyone else " However, "if you think about the benehts and rolled back reforms,
Insurers in the highly competitive er, are Increasingly possible, due to he said All employers' loss costs are arguments that workers are worse off many of which were unsuccessful
workers compensation market, detenorating msurer expe- gomg to be deterrmned by what hap- than they were several years ago be- Insurers and therr trade associa-
according to the National  AIlllIA nence, according to the pens to benefrts and to frequency cause reform has reduced their bene- tions were interested m those propos-
Council on Compensation Nccl Employers need to understand hts, well, if 25% fewer workers are als, but the people who really make a
Insurance The NCCI estimates what drives their frequency numbers getting hurt, | would argue that an difference are the employers and
Otherwise, employers that two key combined so they have the maximum control awfullot of workers are vastly better workers who vote m the state, he said
may be caught unawares e ratios will mcrease sev- over outcomes, he said off," he said "Legislators don't care a lot about
as state legislatures begin to eral percentage points for "Clearly, loss control makes a huge "The best injury isn't one you have insurer outcomes," so employers have

more seriously consider workers' pro- 1999 The accident-year ratio is pre- difference," Mr Schrempf said "So, adequate compensation for, it'S the a much greater opportunity to influ-
posals to merease benefits and undo dicted to chmb five percentage pomts anything they can do to impact therr one you never had," Mr Schrempf ence legislative outcomes, Mr

previously imposed limitations on to a record 130%, while the calendar- own frequency may be the most sig- said Schrempf said

workers comp programs, according to year ratio is expected to climb seven niflcant thing they can do" He said employers probably need to Employers also should consider
Bill Schrempf, NCCI president and percentage points to 115% (BI, May Loss control, Mr Schrempf said, be telhng their employees that "twen- lommg alhances and working with in-
chief execubve officer, who was mter- 1) has halved the hkely losses on average ty-hve percent fewer of you got hurt surer or agent groups, which often
viewed dunng the organization's an- Although premium increases would m recent years "It makes a big difer- m the last 10 years because of what have useful information and analyses
nual issues symposium m Orlando, not really affect large self-insured em- ence," he said we have done " "Employers have the legislative and
Fla, late last month ployers, all employers are affected by Although charts can indicate aggre- Employers also should consider pohtical clout to make a huge differ-

Thus far, employers that purchase the dechne that has occurred m the gate declines in frequency, it is harder getting involved in legislative activi- ence in the outcome in many of these
workers comp coverage generally frequency of workers comp claims, for a smgle company to make a case, ties, particularly m key states where debates," Mr Schrempfsaid

Industry faces challenges Changing structure

By MEG FLETCHER Insurance mdustry's greatest advan- timely way NCCI reShaplng Wl” Create th ree u nltS
tage is that its product-insur- In addlbon, while half of those at-

ORLANDO, Fla -The workers ance-is a necessity, said John W tendmg responded that they pre- By MEG FLETCHER for the NCCI to estabhsh three sub-
compensation mdustry faces a vari- Zimmerman, senior vp and dimctor ferred a state-based regulatory sys- mdiaries, each with a diferent busi-
ety of financial, pobbcal and tech- of growth strateges for Active Eq- tem, 30% preferred a mixed state- ORLANDO, Fla -The National ness focus
nological challenges it must meet iff ulty Investments m St Louis The and-federal system and 20% fa- Council on Compensation Insurance One subsidiary may perform ail
it wants to remain a competitive possiblitty of a ensis or catastrophe vored a federal system is making a major change m its corpo- regulated functions, meludmg rating
part of the insurance marketplace, also could make property/casualty Meanwhile, other proposed feder- rate structure and statistical work, another sub-
according to industry executives msurers more attractive, a few pan- al programs seek to Intervene m Following approval by its member- sidiary may perform separate statist-
and observers ellsts half-lolangly added state-based workers comp programs ship, the Florida-based non-profit cal agent functions, and a third sub-

The specifics of those challenges . in several areas, including enhanc- workers compensation and data re- sidiary w]11 service and maintain
were discussed dunng the recent an- Cooperation urged ing benefits for nuclear industry porting organization wlll become a NCClI's unregulated services and
nual issues symposium sponsored Federal financial modernization workers, miners and victims of er- Delaware-based, non-stock, member- databases
by the National Council on Com- legislation is also creating chal- gonomic miuries In addition, pro- ship holdmg company with three non- While the restructunng does not re-
pensation Insurance, held Apnl 26- lenges for Insurers m terms of as- posed federal pnvacy rules could stock subsidianes quire regulatory approval, NCCI
27 in Orlando, Fla sessling appropriate regulation also impact the workers comp "NCCI has traditionally provided members advised regulators about the

George Nichols lll, president of claims-handhng process, he said all services through a single entity In change m the past few months-and
Investors wary the National Assn of Insurance Initiative threat recent years, there has been a growmg no opposition surfaced

Several factors are making m- Commissioners, made a personal need for a structure that would allow "The NCCI board of directors be-
vestors Increasingly wary about m- plea that insurers' encourage state Growmg dissatisfaction over the - us, when needed, to separate NCCI heves that the proposed corporate
vestmg new capital in most of the legislatures to approve several workers comp climate in California ratmg orgamzation, statistical agent structure w]11 provide NCCI with the
property/casualty Insurance mar- NAIC financial modernization ini- may result m an initiative battle and electlve functions and costs," Vin- flexibility to focus on core services,
ket, which has been expenencmg tiatives, particularly a producer 11- over workers comp benefits, warns cent T Donnelly, NCCI board chair- develop new products and sennces,
some diminished financial results censing measure Stan Zax, president and CEO of man, explained m a letter to members provide maximum value to members
recently, accordmg to a panel of fi- The NAIC plans to use its Insur- Zenith National Inszirance Co He is president and chief operattng of- and subscnbers at the lowest possible
nancial analysts ance Regulatory Information Net- Workers are frustrated because ficer of The PMA Insurance Group m cost and address regulatory issues, '

Consequently, more questions are work as a central cleannghouse for many bumness interests stlll oppose Blue Bell, Pa Mr Donnelly said
being raised than answered about non-resident hcensmg mformation the most recent proposed legislation, Changes at the Boca Raton, Fla - The restructuring also willl help
commercial insurance prices, msur- If that is accomphshed before mld- which contains modest increases m based NCCI "are largely technical,” NCCI minimize its overall tax pay-
er performance and the frequency November 2002, the NAIC wall be benefits for workers, he said he said ments and help keep expenses low In
and significance of consohdations able to prevent federal creation of To counter such mitiatives na- Creation of separate subsidiaries addition, the new corporate structure
among insurers, said Nancy E Can- the National Assn of Regtstered tionwide, the insurance Industry wlll, however, help resolve the con- wall enable the NCCI board to issue
ni, vp of Hartford, Conn -based Agents and Brokers (Bl, Dec 20 should establish an ongomg polibcal cerns of a few state msurance regula- dividends or rebates to members fol-
Conning & Co, a reseasch orgamza- 1999), as mandated by the federal fund to respond to such threats m tom, he said Those regulators have lowmg profitable years of operation
tlion act the future, he said Trade associa- questioned the appropnateness of the Given the NCClI's good financial

"Prices are not hardening, but at "Work with us, because | clearly tion representatives generally are NCClI's use of a mr*le entity to act as condition, members can expect a total
least lelling," she said There have thmk you have a better shot of get- ineffective in responding to such both Statistical agent and ratmg orga- rebate of $1 milhon or perhaps $2 mil-
been some tentative rate hikes, but ting insurance regulation nght threats, he added nization, he said Those regulators hon, said Bill Schrempf, the NCClI's
many are shllinadequate, gven the working with us than you wall with "This mdustry must get polltical have suggested that having indepen- premdent and chief executnve officer
industry's poor fmancial results, Ms Congress," said Mr Nichols, the in- management,"” Mr Zax said dent entities perform those duties The reorganization, which needed
Canni said surance commissioner of Kentucky, ould be more appropnate to safe- s ort from at least two-thirds of th

The trend toward financial ser- which approved an agent hcenslng Technology offers promise guarc]V cohjectera data from unautho- NCEGI's members fp was approveg
vices modernization is already being measure recently Developments and Web site capa- med people, Including ratmg organi- virtually unanimously It is expected
felt with increased interest in con- Other NAIC initiatives include bilities provide property/casualty zatlon personnel, Mr Donnelly said to be implemented within the next
solidations among banks and msur- analyzing the NAIC's fmancial ex- insurers with new challenges and Specifically, the restructuring calls few months, Mr Schrempf said 111

ers, said Robin Albanese, a research amination process for national m- the prospect of "a bnght future,"
analyst with Lehman Brothers in surers and exploring regulating predicted Virginia M "Gmm"

New York Specifically, banks are such multicompany insurers as Rometty, general manager-strategy
still seeking to buy insurers-pn- groups, with enhanced coordmation and marketmg for IBM Global Ser- 50 O atte n d N C C I eve n t
mal-lly hfe msurers-If the stock among the states vices in Somers, NY
price is right, he said The number The Kansas City, Mo -based Insurers, however, "are histoncal- ORLANDO, Fla -Some of the comp msurance Industry's perfor-
of consohdations, has slowed NAIC also is encouraging its mem- ly behind the curve," she said That nation's largest workers compensa- mance was assessed by a diverse
Banks generally wlll not buy non- bers to adopt a "speed to market" was demonstrated by a survey of at- , tion insurers and their service group of observers, Including Insur-
life insurance companies, said approach for msurance products to tendees, the malority of whom said providers were among the more er executives, mvestors, a key state
Thomas Cholnoky, vp-Goldman reduce the time 11 takes for products their companies are m the earhest than 500 attendees at the insurance regulator, a tech-
Sachs & Co m New York They are to be approved In addition, the stage of providing customers onlme National Councll on nology expert and a lob-
not considered as good an invest- NAIC is encouraglng several other access to their operations Compensation Insur- byist from Cahfomia
ment as life companies, in part be- changes induding regulatory m-en- The majority have not yet ex- ance's annual issues e . . Attendees also were
cause of the regulatory environment gmeering policies, such as commer- panded mto more sophisticated in- 1 symposium late last Invited to participate m
in which property/casualty compa- cial lines reforms, and explonng teractions, such as palticipating in month ® the NCClI's “Cyber
mes operate, he said regulatory options for the national exchanges that hnk buyers and sell- The Apnl 26-27 confer- Cafe” in its exhibition
Property/casualty insurers, how- treatment of insurers (Bl, March 20) ers through new business approach- ence at the Hyatt Regency Grand area, which consisted of a few on-
ever, do have some advantages, in- If these proposed changes are im- es, 1ncludmg auctions and afhnity Cypress Resort in Orlando, Fla, line computers that attendees could
vestor panelists acknowledged plemented, "market conduct will group sales hosted by the NCCI, a Boca Raton, use to access other Web mtes as well
For example, many insurers have become more of a pnonty and a reg- In terms of technology's Impact, Fla -based data collection and ser- as their personal e-mail
a good "brand," Mr Cholnoky said ulatory tool," Mr Nichols said Mr Nichols said that "the compa- vices organization, focused on ana- Next year's NCCI issues sympo-
For example, Allstate Corp "has a A survey of attendees, however, nies that wall succeed are not the lyzlng market conditions generally mum wallbe Apnl 19-20 atthesame
tremendous brand" that will help it showed that many insurers were ones that become banks but those as well as its own performance location For mformation, contact
expand operations skeptical that the NAIC would be that mine information and bring to In addition, the meeting mcluded the NCCI at 561-997-1000 or

In addition, the property/casualty able to achieve its stated goals m a customers the products they want " sessions dunng which the workers www ncci com
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S to C kS stock of your employer unless you're He added that the communications however, they must pay mcome tax * A 15% drop in global market
really confident or you can afford to should be especially sensitive to the on the 15% discount they receive pnces for uranium ennchment
take the risk," he said fact that mvestments m employee from then- employer And if the stock = An 18% drop in global demand
Continued from page 1 In situations like USEC's, "where stock purchase plans are made from is not part of a quahfied retirement for enrichment
startup dot-com companies, coupled employees have Jobs on the hne and employees' own resources, unlike in plan, such as a 401(k) plan, employees * A 12% drop m uranium pnces
with today's stock market volatility, perhaps a substantial amount of their employee stock ownership plans, also must pay capital gams tax on * An 18% drop in global demand
they say it probably won't be the last personal equity, they need to th_nk where shares are purchased on behalf any profit made from the sale of the for uranium
"When stock goes south, it can be a really hard" about their investment of employees by the company itself stock "At the same time, our costs have
real problem," said Greg Metzger, a choices, Mr Rosen said Under the typical stock purchase Under USEC's plan, launched in increased dramatically," he said
consultant at Watson Wyatt World- When faced with falling share plan, employees can set aside a speci- March 1999, employees could buy "Our summer power prices have

wide in Los Angeles For example, prices, pubhcly traded employers fred pretax sum each pay pel'lod to be stock through payroll deduction at a tnpled at Padueah (Ky), and electric-
the value of the laid-off employees' should Inform their employee-in- used to purchase company stock, typ- 15% discount, and the company ity Is 55% of our production cost, our
savings are depressed at a trme when vestors about what factors are influ- ically paying 15% less than the share would pay the brokerage fees Em- cost of purchasing the Russian mate-
they most need them, he said encing the pnce, emphasizing the pnce at either the begmning or end of ployees also could choose to include rial has increased-our purchase
That's why mvestment education is long-term nature of investing, said an offerng penod Some plans also company stock m their 401(k) invest- costs are now higher than our selhng
so important, Mr Metzger stressed Linda Holleman, semor vp of Aon allow mtenm purchases ment portfollos pnce, and our obltgations have forced
"Employees should realize that in- Consulting m Chicago Approximately 45 1% of pubhcly USEC did not return calls mquir- us to substantially reduce production
vesting in a single security is danger- And employers should allow em- traded U S employers offer a Section ing about the extent of employee levels, resulting m higher unit costs "
ous.,” he said ployees to stop making regular pay- 423 stock program, according to a stock ownership Unfortunately, the company has
"It's very important for employers roll deductions to purchase company 1998 survey of 395 U S -based com- In April 13 testimony before the been unable to cut costs by reducing
with stock purchase plans to commu- stock, Ms Holleman added panies conducted by consultant House Commerce Committee Sub- its workforce because of constraints
mcate why you shouldn't Invest In "The most effective communication PncewaterhouseCoopers LL P committee on Oversight and Investi- under its privatization agreement
your company, as well as why you with employees is to be upfront and Because the stock purchase is made gations, USEC President and Chief with the federal government, accord-
should," said Corey Rosen, executive honest " said Ron Gilbert, president only once each offer:-ng period, em- Executive Officer Wilham H Tim- ing to Mr Timbers Those restnctions
director of the Oak¥and, Cahf -based of Esdp Services Inc m Scottswlle ployees don't have to buy the stock if bers Jr attempted to explain the will expire on July 1, he said
National Center for Employee Stock Va "Here's what happened, here's the price isn't attractive, instead, they company's financial troubles USEC's publle offenng of securt-
Ownership Employees should be why it's down and here's what we're can set aside money to use later Since the company was privatized, ties to investors yielded more than $3
told, "Don't invest excessively in the doing to turn it around" When employees do buy stock, he said there has been bithen El
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AR AND 1S COCHAIR OF THE INSURANGE ucts,developing Increased :redit decisionautomation (including Internet Geperouscommission spit and benefits Praintts,
COVERAGE LITIGATION COMMITTIEE OF THE credit automation), developing new financial products, developing op- commission level of $175,000 to be against
AMERICAN BAR ASSOCIATION SECTION OF era.tions p0|iC¥ a.nd Procedures rellated to credit and providing commum- _considered Inquiries will be treated in )
LITIGATION HE IS A 1987, HONORS GRADUATE cation of credit risk issues to senior management and branch operations strictest confidence Send to River City 1976 EAGLE INSURANCE CO. ia!,
Agency, LLC, Attn Human Resources, 600 Defendan
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Statistics/Science or related field anc 4-6 years of experience in devel- St Paul, MN 55102 In a Proceeding Under
oping analysis and reporting, as related to operations and finance, in- " ) Section 304 of the Bankruptcy Code
MR SHUGRUE MAY BE REACHED AT cluding 2 years m credit risk management Must be self-motivated and 1111pP Ylaallf) Case Nos 97 841602(JHG)
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under the state's unfair competition law "The
plaintiff did not even have to have suffered
harm," said Ms Kenard

"l think it Will make California a very hos-

ley, the brokerage subsequently paid a $35,000 pitable environment for plaintiffs to bring secu-

fine and repaid Mr Roskind more than $34,000, rities actions," she said, noting that claims alleg-
but did not pay the entire interest he claimed he ing securities violations are outside the scope of
was due, according to the decision comparable unfair competition laws in at least
Mr Roskind then filed suit in California court, 16 other states
charging that trading ahead falls under the un- The decision does have the potential to open
fair competition law and that Morgan Stanley the floodgates to litigation against stockbrokers,
had breached its fiduciary duty Morgan Stanley said Robert W Brownlie, a defense secumties at-
unsuccessfully sought to have the case heard in torney with Gray, Cary, Ware & Freindenrich in
federal court San Diego
He said the case could end up in the California
Supreme Court "if you see investors starting to

The rullng '‘will make California a bring securities class actions, which Congress in-
tends to have litigated in federal court under

very hospitable environment for (the Securities Litigation Uniform Standards
plaintiffs to bring securities ACt) in California state court *
t 1998 federal law prohibits securities

actions,' says securities defense fraud class actlons that are based on state law It
attorney Karen Kenard. supplements the 1995 Private Securities Litiga-
tion Reform Act, which was enacted to address
abuses arising from securities litigation (BI, July
12, 1999) The case eventually may be heard by
The decision, which overturns a trial court rul- the U S Supreme Court, as well, said Mr
ing, holds that federal law, including the Securi- Brownlie
ties Exchange Act of 1934, does not pre-empt "a
state law cause of action under the (unfair com- tiffs securities bar has gotten getting around se-
petition law) in these circumstances " "
"Congress contemplated the federal law would ties defense attorney with Shartsis, Friese &
generally only supplement, not replace, state Ginsburg in San Francisco
laws which would otherwise apply in this area of

This decision "shows how creative the plain-

curities reform," said Charles R Rice, a securi-

It may be something the Legislature may
securities regulation,” says the three-Judge pan- have to step in on, because | don't think what
el in its unanimous decision they want" is for state courts to become "a

"We do not accept Morgan's assertions that haven for frivolous securities claims,” said Mr
Congress or other federal lawmakers intended to Rice
legalize the practice of trading ahead and make Although It may not necessarily increase the
it the basis of a uniform federal system, allowing number of cases filed, the decision will increase
violations of federal criminal law by securities the amount of litigation involved, because It
brokers, and pre-empting the application of gives plaintiffs "a whole other arrow in their
state laws to this unlawful practice,” the ruling quiver to pursue that claim and get people to
states cough up money in settlement,” said Mr Rice

A Morgan Stanley spokesman could not be
reached as to whether the firm plans to appeal

Karen Kenard, a securities defense attorney
with McCutchen, Doyle, Brown & Enersen in DeValerio, Pease & Tabacco, who represents Mr

Other attorneys, however, say the decision is
unlikely to lead to increased litigation
Joseph J Tabacco, an attorney with Berman,

San Francisco, said the decision could lead to in- Roskind in the litigation, said, "This case really
creased litigation against stockbrokers m the stands for the proposition that the California
state state courts will not shy away from protecting
"Up until the Roskind case, most of the Cali- California investors and consumers where there
fornia trial court decisions that deal with this is- have allegedly been violations of laws dealing
sue were finding that (California's unfair com- with securities trading "
petition law) would not apply to securities "Because the facts here are pretty peculiar,”
claims because of the pre-emption issue, so we though, the decision should not lead to increased
have been having fairly good luck" in defending litigation, Mr Tabacco said "The case is really
this type of litigation, she said limited to those situations where there have been
But this is the first published decision on this underlying violations," he said, pointing to the
issue, and it "goes the other way,"” Ms Kenard fine paid by Morgan Stanley
added "l think it's a very unfortunate decision It will apply only in situations where there has
It will enable plaintiffs to bring claims involving been a violation of federal regulation or law re-
the securities law in ways that circumvent the lating to the securities industry that inlures Cal-
restrictions under the California corporations ifornians, he said
code" and could lead to increased litigation, she
said James Rosk:nd us Morgan Stanley Dean Wit-
Compared with the California Corporate Se- ter & Co, California Court of Appeal, lat Appel-
curities Law, it is relatively easy to file litigation late Distnct, No A087546

company to deposit a minimum level of funds in
B a n kS a U S Federal Reserve System member bank
The deposit must consist of cash, "readily mar-
Contznued from page 1 ketable securities," letters of credit from U S
shore insurers' operators banks, or any combination thereof
"What allows these kinds of companies to stay The late 1980s and early 19905 saw an explo-
in business is creating the appearance of propri- sion of offshore insurance companies, many of
ety and conformity with regulatory require- them formed in loosely regulated Caribbean
ments,"” observed Robert F Craig, loint hquida- domiciles by scam artists, who diverted premi-
tor of Alpine and a partner with Lamson, Dugan ums to themselves Most collapsed within a few
& Murray in Omaha, Neb years, leaving millions of dollars of unpaid
If the plaintiffs prevail against Chase, the claims and few assets, despite the apparent exis-
NAIC trust agreement will have proven its value tence of NAIC policyholder trusts
by making the bank liable in the offshore insur-
ers' place, suggested Robert L Brace, a partner m the Turks & Caicos and operated from Kansas
of Hollister & Brace in Santa Barbara, Calif, City, Mo, by Ferrell Travis Riley and his wife,

who brought the suits involving Alpine and Cheryll S Coon Both are now in prison after
Meadowlark

One such company was Meadowlark, formed

their 1996 convictions on federal racketeering
Kirte M Kinser, a lawyer with Locke, Liddell charges

& Sapp in Dallas who is representing Chase, de- Meadowlark set up its policyholder trust at

clined to comment on the litigation Chase offi- Sunwest Bank of Albuquerque, N M -ultimate-

cials could not be reached ly absorbed through a series of mergers by Bank
Chase has denied wrongdoing in court filings of America-and Sunwest produced statements

regarding the Western Star case, and has not yet between 1990 and 1994 purportedly showing

that Meadowlark had deposited more than $2 5
The NAIC developed its standard trust agree- million in the trust, court filings say

ment to ensure that policyholders of alien insur-

answered the complaint in the Alpine case

A Missouri ludge ordered Meadowlark into
ers would have access to U S -based funds to pay liquidation in 1996, and a court-appointed lig-
claims in case the insurers foundered Many uidator found that the trust assets were, in fact,
states require such trust accounts as a precondi- never worth more than $300,000 They included
tion of placing an alien insurer on a "white list,” a leasehold interest in an overvalued Texas con-
which allows it to write surplus lines business in dominium project and other nearly valueless
the state property (Bl, Aug 17, 1998)

The standard trust agreement requires an alien See Banks on next page

, Continued from page 2
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growth in work/life Consulting is
helping clients learn what benefits
are out there

Benefits

"l think what happens is that or-
It wise to cater to a potential em- ganizations look at that and, if per-
ployee's request, he said haps pet insurance, for example,
" At some point, when you're doesn't cost much to the employer,
dealing with an executive, there they'll implement it," she said
may be a need on the part of that According to Theawanna San-
person to feel that they are being ders-White, manager of employee
made special | would draw the line benefits for Enfield, Conn -based
at the point that, if the only way to LEGO Systems Inc , employees are
close the deal iS to make this indi- the ones bringing new benefit ideas
vidual feel special and wanted," to the table
then it would be worth spending "It's Nnot so much that consul-
the money, he said tants are advising us, it's that em-
According to Mr Hayes, a lot of ployees are hearing about other
the exotic benefits are being of- companies that are offering these
fered by the dot-com companies, benefits, so it's of interest to them
but they aren't the only types of Also, it helps them-things like
companies currently offering such concierge services, where employ-
perquisites ees have the opportunity and the
"The notion that we have a very benefit without leaving the work-
strong economy right now, that ex- place Those are things that they're
ecutive talent is highly in de- looking for," Ms Sanders-White
mand-all of that is working in the said
favor of that sort of thing,” he said Some of the convenience benefits
Anne Lang, director of human LEGO offers are onsite oil changes
resources-United States for Chica- for employee automobiles, dry
go-based Arthur Andersen LLP, cleaning services, fitness facilities,
said, "It's important to look at your legal services and financial plan-
different populations and, depend- ning
ing on what your demographics
look like, try to target those bene- ee-driven results from focus
fits to where you're going to get the groups The company felt that the
most cost-effective benefit," Ms morale of the employees was pret-
Lang said ty low, and they wanted to do
Citing a backup child care pro- something to improve it Focus
gram that Arthur Andersen consid- group feedback showed that, al-
ered a few years ago, Ms Lang re- though employees thought the
called that "it wasn't the best uti- company's benefit program is
lization, because our clients are 10- good, some programs are underuti-
cated all over the city, not lust in lized," Ms Sanders-White said
one location ™ She said that trial periods often

are a smart way to test new bene-
fits

" These are examples of employ-

Some benefits are'a Ms Sanders-VWhite mentioned

some potential new benefits for her

recognilion of the fact that company's 1,200 employees, such
employees are Spending a as quiet rooms, the opportunity to
lot of time in the offce,’

hold meetings outdoors, a home-
work hotline for employees’ chil-
says Mike Hayes. dren, time off for community ser-
vice, onsite doctor care, child care
referral services, an adoption re-
ferral plan and discount purchas-
"It's important to look at anoth- ing wnth vendors in the area
er, better, way of providing the "We're looking to enhance a lot
same benefit in a more cost-effi- of the programs we already have in
cient way Perhaps it's giving em- place We want to be able to take
ployees x amount of dollars for care of their needs It's an ongoing
child care,"” she said challenge,” Ms Sanders-White
Mr Hayes emphasized the nsing said
popularity of "convenience" bene-
fits among companies when re- tance of looking at a company's

Ms Lang stressed the impor-
designing benefit programs size when evaluating needs
"Companies want to know, what "l feel that (with) the larger or-
can we do that doesn't cost a lot ganization, especially since your
that will be perceived positively by demographics change so much,
as many of our employees as possi- consistency is important, as well as
ble? | tend to categorize them into doing things that really are valu-
office conveniences, like game able to all of your employees In
rooms, desk massages They're general, having a certain amount of
fairly unusual benefits, but they equity and fairness is important,”
are designed to make the work- Ms Lang said
place more enloyable," he said Mr Hayes said that many orga-

Mentioning another category of nizations are putting their empha-
benefits, Mr Hayes said that if an sis not on exotic benefits but on
employee is going to be in the of- specific training and programs
fice much of the time, "there are such as rotational projects that
things we can do to make your out- give employees opportunities to
side life easier That's the dry move around and increase their ex-
cleaning, travel arrangements for perience
personal travel, sports and enter- "Al lot of younger employees
tainment tickets, concierge ser- aren't looking at Jobs as a cradle-
vices Those are things that have to-grave situation They're saying,
nothing to do with the workplace, 'Let's make it good for you and
but they're basically recognition of good for me, the developmental
the fact that employees are spend- stuff ' You can throw in a pizza on
ing a lot of time in the office,"” he Friday nights, but it's not going to
said seal the deal,"” he said

Ms Lang emphasized that, in to- Although exotic benefits may
day's labor market, it's important make one organization stand out
to find a way to attract-and then from another, they often are not
retain-top employees the deciding factor for a potential

"With the whole aspect of voice employee, according to Mr Hayes
mail, e-mail, kind of a 24-by-7 "All of the research we've done
worklife, organizations are looking about what employees value in a
for ways to try to reach out to their lob it always comes back to pay,
people and to various interest number one, and ]Job opportunity
groups," she said and advancement, number two Pe-
Also, according to Ms Lang, new riod,"” Mr Hayes said
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Banks

Continued from previous page

In 1998, Meadowlark's liquidator
sued Sunwest, charging the bank
with breach of trust, negligence
and fraud for allegedly helping the

insurer bilk its policyholders.
The real estate assets Mead-

owlark contributed to the trust

didn't meet NAIC requirements,

Regulators say Western
Star wrote $1 million in

premiums a month and
left $8 million in unpaid

claims when it collapsed.

but Sunwest and Meadowlark offi-
cials amended the standard trust
agreement to purportedly allow de-
posit of the assets, the suit alleged.
Neither party notified the NAIC,
which would have to approve the
change for the trust to be in com-
pliance, according to the suit. The
bank and the insurer also modified
the agreement to relieve Sunwest
of its obligation to certify the
trust's assets in reports to the
NAIC, the suit said.

In a deposition, Mr. Brace, repre-
senting the liquidator, asked a
bank official, "At the time you ex-
ecuted this amendment which guts
the trust, the entities or people that
(the amendment) was detrimental
to were the policyholders of Mead-
owlark. You can concede that?"

"Yes," that bank official said.

"And the only way that it would
not be detrimental to those benefi-
ciaries who you are a fiduciary
of. . .would be that the assets were,
in fact, real and their values were
not overstated, correct?"

"Yes."

"But it is true, is it not. . .that you
did absolutely nothing to verify the

value of these assets?"

"That's true," the official replied.

Bank of America paid $900,000
earlier this year to settle the case.

An earlier, and still pending
lawsuit, was filed against Chase
Bank of Texas by the Florida In-
surance Department as receiver of
Mr. Cameron-Webb's
Star, which collapsed in 1994.

Mr. Cameron-VWebb left the
United Kingdom in the 1980s as his
Lloyd's of London managing agen-
cy, PCW Underwriting Agencies,
dissolved amid fraud allegations.
Moving to Florida, he formed a
now-defunct management compa-
ny, Broadview Services Inc.,
through which Western Star cper-
ated illegally in the early 19904
court papers show.

In late 1992 or early 1993, West-
ern Star went to Ameritrust of

Western

Texas NA, since absorbed by
Chase, to set up a $5.4 million poli-
cyholder trust account, according
to Florida's lawsuit.

Rather than use cash to fund the
trust, Western Star produced a $5.4
million certificate of deposit from
an entity called First Asia Develop-
ment Bank Ltd. of the Republic of
Vanuatu, in the South Pacific.
Western Star never had any money

on deposit with First Asia Bank,
but "rented” the CD for a fee of

several thousand dollars from an-
other foreign entity, Europe Amer-
ican Capital Corp., court papers
say.

Chase-then Amen-trust-ac-

cepted the CD but asked that it be
made payable to Ameritrust rather
than Western Star. First Asia com-
plied, modifying the CD to subs.i-
tute Ameritrust's name, Chase con-
cedes in its own court filings.

Chase also amended the standard
NAIC trust agreemens, deleting
provisions requiring it to certify
the value of the trust assets to an
NAIC affiliate and requiring it to
obtain NAIC approval to amend
the agreement, according to the
Florida Department.

Western Star went on to write

roughly $ 1 million per month in

premiums, mainly in California,
before collapsing in 1994, leaving
about $8 million in unpaid claims,
Florida regulators say.

As the receivership got under
way, Western Star's lawyers re-
ported that they had been informed
that First Asia Bank had canceled
Western Star's $5.4 million CD and
"disappeared" from Vanuatu,
court filings show.

Chase first went to federal court
in Dallas for a ruling on how to
handle the allegedly worthless CD.
After procedural wrangling that
moved the case to a Florida state
court, the Florida receiver returned
to the Dallas court with a com-
plaint charging Chase with breach
of duty, fraud and conspiring to
conceal Western Star's insolvency.

Chase filed a motion to dismiss
the suit, arguing that only Western
Star policyholders could sue the
bank over the trust, but that such
claims are barred by the trust
agreement.

U.S. District Judge A. Joe Fish
rejected the motion in January. "If
the receiver cannot bring these
claims because they belong only to
the individual policyholders, and
the individual policyholders cannot
bring :hem because they are
barred, then this court is at a loss
as to who could bring a claim
against Chase for the events al-
leged in the receiver's complaint.
Many wrongs but no rights is not
the hallmark of either Texas or
Florida jurisprudence," the judge
wrote.

Chase has since filed an answer
denying :he allegations and assert-
ing tha: it believed the CD was a
"cash equivalent” that satisfied
NAIC trust requirements.

The bank has also filed a coun-
terclaim against Western Star and
third-party claims agamst several
people it identifies as Western Star
directors, officers, agents or em-
ployees. They
Cameron-Webb and Owen Guidry,
a former Louisiana Insurance De-

include Mr.

partment examiner who pleaded
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guilty in 1998 to a federal charge of
operating another fraudulent off-
shore insurer, Westwood Insurance
Co. Ltd. of Antigua (BI, Dec. 14,
1998).

Meanwhile, the Texas bank has
been hit with a second lawsuit
charging it with similar breaches in
its handling of a trust for the» de-
funct Alpine Insurance, which was
formed in the Turks & Caicos but
was operated in the United States
by Edmond H. Benton and James
Southard Bowers, court documents
show.

Alpine issued more than 10,000
policies in numerous states be-
tween 1991 and 1997, collecting
more than $15 million in premiums
between 1993 and 1995 alone ac-
cording to a proposed policyhclder
class-action complaint against
Chase that was filed last month.

Unpaid claims left by the insur-
er's collapse total at least S 10 mil-
lion, and this figure does not in-
clude several claims by U.S. policy-
holders. according to court dicu-

ments.

The complaint alleges
that Chase also

improperly modified
the NAIC trust

agreement.

One of the largest is a $2.2 mil-
lion claim filed by Cameron Coun-
ty, Texas, under a construetion
bond provided by a contractor who
failed to complete work or the
county courthouse, according to
Mr. Brace, who filed the pclicy-
holder suit.

In December 1991, Alpine set up
its trust with Chase predec essor
Ameritrust, according to the zom-
plaint. To fund the trust, the insur-
er contributed stock in a company,
Monoclonal Medical Ine., purport-
edly worth $3.7 million; other un-

specified stock held in another ac-
count at Paine Webber Inc. worth a
reported $1.3 million; and a $3 mil-
lion letter of credit issued by an en-
tity called Intel Trust & Trade De-
velopment Bank Ltd.

Monoclonal stock-also used as
an insurance company asset by the
late con man Alan Teale-had its
registration revoked by the Securi-
ties and Exchange Commission in
August 1992. The Intel Trust LOC
is also worthless, the complaint
charges.

The California Insurance De-
partment barred Alpine from the
state in June 1993, citing the ques-
tionable Monoclonal stock and dis-
allowing the Intel Trust LOC.

Through at least March 1994,
though, Chase continued to pro-
duce statements showing the trust
had more than the minimum re-
quired $5.4 million in assets, the
complaint says. In May 1993, for
example, a bank officer wrote to a
California surplus lines agent con-
firming that Alpine's trust held $8
million in assets, though the letter
noted that a market price for the
Monoclonal stock had "not (been)
available since 7/1/92."

Echoing charges in the Western
Star case, the complaint alleges
that Chase also improperly modi-
fied the NAIC trust agreement to
delete requirements that it certify
asset values to the NAIC.

£'The misrepresentation by
(Chase) delayed regulatory investi-
gation into the solvency of Alpine,
which gave the Alpine insiders the
extra time needed to loot the pre-
miums received by Alpine and arti-
ficially prolonged Alpine's insur-
ance operation, pushing it ever
deeper into insolvency,”" the com-
plaint charges.

Chase has not yet answered the
lawsuit, though a bank lawyer re-
ported that the bank terminated
the Alpine trust in March 1994 and
returned trust assets to Alpine,
documents show. Chase has no
obligation to cover Alpine claims,
the lawyer said. ini
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F Commentary

RIMS conference

a golden event

The weather was perfect, the record-breaking crowd was
happy and the exhibit hall was full of surpnses at the 38th Risk
& Insurance Management Society Inc Annual Conference and
Exhibition in San Francisco last week

It was also a great conference program

The sun was shining every day, except for a httle morning fog
on Tuesday that lIfted by early afternoon. Most everyone com-
plamed that they should not have dragged their coats along,
even though San Francisco's cool evemngs called for one

The atmosphere m the sessions, the exhibit hall and the
evening parties was upbeat I'm convmced that the mood of a
RIMS conference is mfluenced more by the weather and phym-
cal beauty of the host city than it is by current business condl-
bons And everyone loves San Francisco, especially when the
sun is shining

Enhancmg the festive atmosphere was the optimistic view
that bumness conditions for the insurance mdustry seem to be
improving, according to underwnters and brokers who contend
that prices are ming-but not so much that it w11 create hav-
oc for their customers

The celebration of RIMS 50th anniversary also was cause for
memment. The opening reception, with a '50s theme and great
bands, attracted and held more people for the early evenmg
than m recent years The Callfornia wme also was excellent.

The 50th anmversary video that was
played at the annual membership breakfast
was a nostalglc recap of RUVIS' 50 years of

growth and the increasing professionalism
of nsk management It opened and closed,
httmgly, with the late RIMS leader Doug
Barlow uttenng his famous quote, "All
i, management is risk management.
lllai.a-7 The exhibit hall was abuzz with record
numbers of exhibitors and attendees And
there were more computers and fancy flat-
1 screen momtors m the exhibit booths than
IMMm ever before at a RIMS conference. The
mainstream, old-Ime Insurance compames
were not gomg to be outflashed by the upstart dot-com compa-
mes exhibiting at RIMS for the hrst time

In addition, more people were m business casual attire Maybe
it was the setting We'll have to see whether that trend holds for
Atlanta before deciding whether to leave more business suits at
home.

Among the other surpnses was an unexpected cameo appear-
ance by Zunch Flnancial Services Chairman Rolf Hueppi As
the story was told to me, he was visiting San Francisco for rea-
sons unrelated to RIMS and spotted people carrymg black
briefcases sporbng a Zunch logo Curious as to why all these
people were advertising his company, he stopped an attendee,
who told him Zunch was sponsonng the conference bnefcases
at RIMS So he dropped by the Zunch booth, astonishing the
Zunch employees doing booth duty

A nasty surpnse at the new Bermuda booth was quickly
remedied When the hosts discovered that the prmter of the fa-
mous Bermuda bags had mispnnted the country's motto' "Quo
Fata Ferunt" (Whither the Fates Lead Us) as "Guo Fata Fer-
unt," those handy with felt pens corrected the mistake, malang
it nearly undetectable.

Another unpleasant surpnse occurred at the |l.loyd's booth
early m the week A laptop grew legs and left durmg the night
An expenmve fiat-screen momtor also disappeared from anoth-
er booth With all the powerful displays of technology comes the
lIsk of loss

As you are readmg elsewhere in this issue, the educational
sessions were mterestmg and informative. Unfortunately, how-
ever, nnging cell phones mterrupted too many sesmons As I've
said before, if someone is waiting for an important telephone
call, he or she should be mtting by the phone out of earshot of
attendees and speakers

Equally bad, | was embarrassed at the Bermuda reception
when the people of the back of the room contmued to talk
among themselves while Premier Jenmfer Smith welcomed
them to the party and pledged her government's commitment to
the island's international msurance and remsurance bumness.

The only other disappomtment of the week was the dearth of
luicy rumors. RIMS is usually good for a half-dozen 111-founded
reports of mergers and acquisitions by the global brokers |
heard only one

Unless, of course, | was 111-informed and Rolf Hueppi was

never there

Pubasher and Edttonal Derector Kathryn J Mcintyre's com-
menta appears fortnightly. She can be reached at kmcm-
tyre@cram.com
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A new Class 5 facility also could country Therefore, liquidation
benefit U S insurers with loint ven- could be hindered
tures m the Pacific Rim, Mr Watan- Captive laws usually set mini--
abe said They could use such a fa- mum surplus and capital standards,
ization to reinsurance products as cility to reinsure affiliates in Asian she added
the captive owners focus on specific countries In fact, Hawaii's new act sets spe-
mche coverages Some U S and offshore organiza- cific minimum capital and surplus
But overall, the reinsurance mar- tions, including insurers, and cur- requirements for Hawaii's other
ket will not see a substantial im- rent owners of captives in Hawaii four captive classes
pact Nor are U S reinsurers likely already have expressed interest in But the absence of a specific re-
to establish facilities in Hawaii, forming Class 5 facilities, Mr serve and capital amount for the
predicts Steven Bolland, senior vp Watanabe said He declined to new class of captives is just the flex-
at Gill & Roeser Inc, a reinsurance name those organizations ibility that captive laws and the al-
intermediary in New York Hawaii But he expects one to be in place ternative market need, said Jon
does not provide U S reinsurers any within the next year and doesn't ex- Harkavy, vp and general counsel of
tax advantages for locating there pect the initial formations to pro- Risk Services LLC in Arlington,
"I don't see any U S companies vide general reinsurance coverage Va Mr Harkavy has reviewed the
running off to Hawaii unless they They hkely Twall write specialty cov- RAA's arguments
want a mee vacation place," he said erage and be used to meet advanced In the wrong hands, such flexibil-
For their Pacific Rim business, U S risk-fmancing needs, he said ity could present solvency problems,
reinsurers are locating in places Hawaii's captive law provided he said But Hawall's captive infras-
such as Hong Kong, which offers room for the development of the tructure and its regulators are very
tax advantages, an adequate mfras- reinsurance facilities because It IS credible, he added
tructure and proximity more flexible than the state's older "While | understand their posi-
As for Hawaii, the first ventures insurance laws, Mr Watanabe said tion, | don't believe the RRA's con-
expected to be formed under its new Adoption was proposed by the cerns are warranted," Mr Harkavy
act will do so with existing insur- Hawaii Captive Insurance Council said Additionally, "most captive
ance capital, said Craig Watanabe, The Reinsurance Assn of Amen- statutes leave a tremendous amount
captive msurance admmistrator for ca, however, opposed passage of the of flexibility to the regulator "
Hawaii's Insurance Division in law and urged legislators to relect Overall, Hawaii's new captive law
Honolulu They will not bring new it RAA representatives argued that will help Pacific Rim companies
capacity to the remsurance market, the facihties would be prone to sol- with business in the United States
he said vency problems because the legisla- view the state as a gateway to that
By forming a Class 5 facility, a tion they were created under lacks business, Mr Harkavy said It also
Japanese insurer, for example, will specific capital and investment shows Hawaii has grown increas-
be able to reinsure or provide excess standards ingly sophisticated about its poten-
insurance for clients with Hawaii- Inevitably, U S pollcyholders and tial niche market
based captives, Mr Watanabe said insurers will be at risk as multina- Hawaii's original captive statute
Those potential chents may have tional corporations place coverage was enacted m 1986 It essentially
insured operations in Asia, the in the facilities, said Marsha Cohen, copied Vermont's captive law, Mr
United States and Mexico, he elab- vp of state relations for the RAA in Watanabe said But as the Aloha
orated Such is the case with Yazaki Washington State's captive leaders realized that
International Corp, a Japanese If one of the facilities became in- their interests lie with the West
company with $2 3 billion in annu- solvent, she said, Hawaii's regula- Coast and Pacific Rim, they began
al sales that formed a Hawaii cap- tom could find it impossible to ac- structuring their laws to meet needs
tive m March (BI, May 1) cess assets invested in a foreign in those areas

Hawaii

Cont:nued from page 1

taken a much more restrictive ap- our state Supreme Court has ruled
proach Other state supreme courts that this exclusion can only be ap-
have ruled both ways, depending on plied to traditional environmental
Continued from page 1 the specifics of a case, she said pollution cases Prior to this decision,
‘pollutant’ if it had been in a barrel "Certainly, if the court had ruled the Insurance industry was mter-
that rolled over him, or if it had been the other way, that would have been preting the exclusion to apply very
lying quietly on the steps waiting to a huge decision for msurers In terms broadly, beyond its mtended scope,
trip him To adopt Zunch Insur- of mgnallmg that we probably would and it was used to deny claims arts-
ance's interpretation would unjustly not be facmg a division of authority ing from ordinary negligence that
broaden the apphcation of the exclu- on t}us clause " had nothmg whatsoever to do with
sion far beyond ItS intended pur- "As a practitioner in the state of environmental pollution This deci-
pose " Washington, | think the opmion is sion willl afford policyholders cover-
Justice Johnson further wrote that very poorly reasoned,"said Jacque- age the insurance Industry would
the court's approach "is consonant lyn A Beattie, a partner m the Seat- have routinely demed by the reading
with the understanding of the aver- tle law form Karr Tuttle Campbell, of the pollcy language "
age purchaser of insurance and con- who represented Zurich She said "It satisfies what the reasonable
sistent with the provisions of the in- she did not thmk other state courts expectation of a poheyholder is when
surance pollcy as a whole, that is, the would be greatly influenced by the they purchase a CGL pollcy They're
pollution exclusion clause was de- decision, which she said"includes al- do not think that they're buying 'al-
signed to exclude coverage for tradi- most no analysis " most-comprehensive' or something
tional environmental harms " "I frankly don't think it wlll make like that" general hability pollcy, he
An attorney who represented Zur- much of a difference | think other said
ich pointed out that the Washington courts will analyze it in accordance "This is a very signiflcant issue If
Supreme Court's decision m this case with their own rules of insurance you exclude hazardous substances,
was consistent with its rulings m pollcy construction," she said you have a pollcy that covers only
previous cases dealing with the pol- "l was not particularly surprised trauma inluries," said John Mac-
lution exclusion by the decision There's clearly a Donald, senior shareholder m An-
"It's not a surprise, and, therefore, strong anti-msurer bias m our derson KiH & Ohck P C 's Philadel-
it's not a big case because of the po- Supreme Court This one merely phia office Mr MacDonald had filed
sitions the Washington Supreme echoes the previous decisions by our a bnef supporting Kent Farms' posi-
Court has taken historically," said court that they're going to interpret tion with the Washmgton Supreme
Laura Foggan, a partner m the exclusions very narrowly,” said Court
Washington law firm Wiley, Rein & Robert Israel, a partner in the Seat- "Basically, | think it'S clear that
Fielding tle law firm Lane Powell Spears Lu- every court that factually looked at
"If this were a state that had up- bersky, who has defended insurance the history of this so-called absolute
held the 1970 exclusion and had is- companies for decades Mr Israel pollution exclusion has concluded
sued a number of decisions that had was not mvolved in the case that 11 is only mtended to app|y to
upheld the absolute pollution exclu- " This is not a case | would have traditional environmental inJuries
sion, we would be tallang about a big appealed orrecommended my chents and damage Insurance companies
development,” said Ms Foggan to appeal | would be surprised if in- have mcreasmgly exploited the defi-
"States have broken both ways surers throughout the country would nition of pollutant in the exclusion to
This iS the state of Washington, take this position to bring this claim apply it out of context to normal ha-
which, unfortunately, m the past has within the ambit of the absolute pol- bilities in which a hazardous sub-
shown a fair amount of hostihty to- lution exclusion," he said stance happens to be the injurious
ward insurers' positions For exam- The attorney who represented agent,” he said
ple, it's ruled against msurers on the Kent Farms disagreed about the rul- "What is at issue m whether or not
apphcation of the 1970 pollution ex- ing's importance "It is a significant this exclusion is going to apply to
clusion, as this decision does now in decision because the absolute pollu- what the ordinary person would un-
respect to" the absolute pollution ex- tion exclusion clause is contained in derstand to be pollution or it would
clusion, which was introduced in virtually every commercial general it apply to any hazardous sub-
1985 hability pohcy-both farm, commer- stance,” he said
Ms Foggan noted that state high cial and every homeowners' policy,"”
courts in Florida and Louisiana, said Bnan H M]ller, a partner in the
among others, have mterpreted the Othello, Wash, law firm Dano Mtller ance Co, Washington Supreme
exclusion broadly, while Maryland's Ries Court, No 67635-6 Decided Apnt
high court-like Washmgton's-has "The ultimate significance is that 27,2000

Pollution

Kent Farms Inc vs Zunch Insur-
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with Milberg Weiss Bershad Hynes & = Industrywide, challenging prod-

Lerach LLP In New York suggested ucts and/or practices,

that "Traditionally, class actions have e Suits against a single company

been looked at as a supplement to attacking one of the company's prod-

government regulation” ucts and/or practices, often mvolving
That has particularly been true in coordinated class actions m several

Class

Continued from page 2

otherwise east”

"As smart businesspeople, | think it

| is important for you to recognize tha. the area of securities regulation, Mr states or "copycat" cases filed in sev-

this tool we call class action has been Weprin said "In other areas, | thmk eral states, and
with us a long time And | don't think class actions have been sort of a spark + Hybnd actions that might start
this tool is going to go away," said to regulation," he added by targeting a single company, with
Georgia Attorney General Thurbert "The proper relationship between the outcome of that case determinmg
E Baker, who was one of the pan- regulators and plambffs lawyers, in whether other rnsurers are sued
elists my vlew, is as partners, not as com- In pursuing class actions, plaintiffs’
"The htigation is getting bigger, it is petltors,” Mr Wepnn said lawyers often seek support from pub-
getting more sophisticated, and what Speakmg from a defense attorney's lic officials and use thenews media to
you need to know is it wlll dig into perspective, Charles A Newman, a pubhclze "horror stones" to ellcit
your pockets a httle bit deeper,"” Mr partner with Bryan Cave LLP in St pubhc support, Mr Newman said
Baker said Lows, noted that class-action suits Companies can be mtimidated by
"To a certain extent, social conduct can have a dramatic impact on a bum- class actions because of concerns
has always been regulated through ness "This is htlgatlon unhke any oth- about adverse pubhc relatlons andthe
htigation," the attorney general said er," and it "cannot be taken hghtly" potential for enormous haolhty, he
But, he noted, "because of the scale He told the Insurance company ex- sald
and size of this litigation, legitimate ecutives at the Alhance gathenng that The uncertainty inherent in the cas-
questions are now being raised" they need to be involved in the process es is another mtimidattng factor for
Tobacco htlgatlonand other similar of defending class actions their com- the defendant company, Mr Newman
suits, such as those against handgun pames face said
manufacturers, raise questions of Class actions against an Insurer, he "Frankly, m many of these cases,
"whether it is appropriate to achieve said, "can affect yourpollcyholders- there's a small nsk of losing, but you
in the courts what has not been their perception of your company, face an enormous cost if you do," the
achievable in the Congress," Mr Bak- therr perception of therr policy" defense attorney said That scenario
er said Class-action htigation also can affect poses the dilemma of whether to fight
"People are now looking at alco- a company's agents and their ability or'pay ransom," he said
hol," he said "Are we going to see ma- to represent the Insurer Class-action suits also can present a
lor class-action htigation in the alco- Such suits also can have an impact company with a tremendous distrac-
on a company's pohcy administration tion from its usual busmess, Mr New-
"The game has changed in signifi- and on its sales and marketing, affect- man said
cant ways m class and mass htiga- ing product design, pubhc relations To combat that Intimidation, it'S
tion," said Walter K Olson, a senior and regulatory affairs important that company executives
fellow at the Manhattan Institute's "Regulation by htigation is a shlft- understand the issues mvolved and
Center for Legal Pollcy mg of the regulatory function from participate in the defense of class ac-
"A debate is begmning out there, the state's legislative and executive tions brought against their firms
none too soon, that you folks can be branches to tnallawyers m the court- "Don't be passive, but rather partic-
part of," Mr Olson said "Do not leave mom," Mr Newman said ipate actively in the defense of these
The cases often mvolve an approved cases and m the pohtical process," Mr
representatives Show some sohdart- product, with the attack focused on Newman said

hol area'?"

public affairs to your Washington

Updates

Bermuda premier attacks tax plan

Continued from page 2
the reinsurance arrangements are not legitimate and, in effect, de-
privethe US Treasury of "hundreds of millions of dollars "

The bill could easily be passed this year, Mr O'Hare said And
if it is not, he said, the Treasury Department could interpret the
tax code addressing intercompank reinsurance in such a way as to
produce the effects of the bill wi:hout the legislation "With the
Treasury Department attacking tax shelters, | think that Congress
will have a difficult time not passing the bill," Mr C)'Hare said

Colorado enacts deregulation

DENVER-Colorado Gov Bill Owens has signed legislation
aimed at stimulating competition in the insurance industry by
streamlining the state's regulatory process

The measure, Senate Bill 106, helps scale back the approval pro-
cess for insurer rate filings to file-and-use from prior approval for
several lines of insurance, including workers compensation, credit
insurance and medical malpractice insurance written through the
state's joint underwriting association, according to the National
Assn of Independent Insurers in Des Flames, Il

In addition, the bill also eliminates prior approval for some per-
sonal lines insurance forms

The measure reflects the Colorado General Assembly's determi-
nation "that open competition between insurers encourages lower
prices for consumers and more efficient practices for insurers,"
the bill says

In addition, the General Assembly found that prior approval by
the commissioner of insurance of some types of personal lines
forms "detracts from an insurer's ability to meet the Immediate
needs of the insurance market," according to the bill

The bill ends a two-stage process aimed to speed up Colorado's
rate and form approval process, according to Michael Harrold,
state government relations director for the NAII

The Colorado Insurance Division previously agreed to amend an
existing regulation, imposing a stricter timetable On its review of
filings For example, since Jan 1, all insurer rate filings that fall
under the state's file-and-use system are considered complete un-
less they are returned by the division within 15 days

In addition, the law eliminates one criterion the commissioner
could use in relecting a claims-made policy form That provision

1 ty" how the product was administered, he And, he advised the Insurance com-
Offenng a plamtiff attorney's per- said, and cited three types of insur- pany executives in attendance, "fight
spective, Barry A Weprm, a partner ance class actions when you're right”

Both Mr Buffett and Berkshire alAL:fiZ:Lovabnad Zt Recove rules clarified

whom Mr Buffett Introduced as the deterrnine value for owners "

required that defense costs be covered by the policy but be ex-
cluded from the claims-made policy aggregate

Buffett

Continued from page 2 The annual report showed Berk-
had a "temfic record over time " He said insurance, in general, provides shire Hathaway's float at year-end
added that Berkshire Hathaway had gieat opportunities for con men 1999 as $25 29 bilhon That is an in- Gannon is now seeking to recover
not expected Gen Re to have a bad "It's a field that attracts chi- crease from the $22 75 billion it reg- LOS ANGELES-AnN insolvent in- the $36 nullion ludgment from
year in 1999 canery," said Mr Buffett, noting istered in 1998, when it acqulred surer's pollcyholders cannot directly American Eagle's relnsurers Charges

Berkshire Hathaway as a whole that exchanging money for pieces of Gen Re As in 1998, Gen Re account- appioach its reinsuiers for coveiage, in the lawsult include fraud, negh-
did not enjoy a very good year in paper appeals to crooked people ed fol more than half of the compa- despite promotional material that gent misrepresentation and breach of
1999, a situation for which Mr Buf- Mr Munger, who is not known for ny's total float The report cautioned suggested the reinsurers' readiness to contract, among others
fett accepted full responsibility at wordiness, said simply, "perhaps the that while float growth is important, share in the responsibility for policy In granting summary Judgment
both the annual meeting and in the most irritating way to lose money is cost is "what's vital " The total $1 39 hmits, a California Judge has ruled in dismissing the seven remsurers from
holding company's annual report to be taken by an obvious he " billion in underwriting losses for a summary ludgment dismissing the the case, Commissioner Emilie Ehas
' The capital allocation Job | did was Mr Buffet said he thinks the in- Berkshire Hathaway insurance op- reinsurers
very poor," he told the thousands of surance business, "which will con- eration resulted m a float cost of Last month's decision in Superior represented to plaintiffs that they
shareholders at the Apnl 29 annual tinue to have surprises,"” will prove 5 8% In the report, Mr Buffett Court m Los Angeles m Gannon would share in responsiblhty for the
meeting at the Omaha Civic Auchto- to be a good Investment over time, wrote "our overall result must be Trucking us Aon Corp will be ap- policy hmits" under the American
ntim provided the insurers involved are judged extremely poor Absent a pealed, said the policyholder's attor- Eagle policy

In fact, Berkshire Hathaway's above par "The average company is megacatastrophe, we expect float ney, Robert S Gianelll, of Los Ange- In addition, "no wntten contract or
0 5% growth in the per-share book going to do poorly We think we cost to fall in 2000," but he added les-based Gianelll & Moms document evidencing the terms of a
value of both classes of its stock was have some very special companies," that "any declme will be tempered Mr Gianelli said there was evl- contiact between plaintiffs and the
the company's worst annual perfor- he said by our aggressive plans for GEICO," dence presented that remsurers remsurers has been produced in this
mance m 35 years, Mr Buffett not- In addition to Gen Re, Berkshire which include increased expendi- "knew, or should have known," of case," Commissioner Ehas wrote m
ed Since 1965, when the present Hathaway's insurance holdings in- tures on advertising and sales coun- the promotional material distributed the summary judgment
management of the company took clude personal-lines automobile in- selors by Dallas-based American Eagle In- The court also concluded that
over, per-share book value has surer GEICO, Berkshire Hathaway Mr Buffett singled out Alit Jam, surance Co, which touted them as of- American Eagle's reinsurance
grown at an average annual rate of Reinsurance Group and Berkshire president of Berkshire Hathaway's fering some protection to pollcyhold- treaties do not provide for direct pay-
24% Hathaway Direct Insurance Group Reinsurance Division, for special ers ments from a remsurer to a pollcy-

Mr Buffett warned there would "We do not expect our underwnt- praise in the report, saymg it was But Dean Hansell, an attorney holder, and that American Eagle's
be "down years" lit the future, ing earnmgs to improve m any dra- "impossible to overstate Alit's val- with LeBoeuf, Lamb, Greene & special deputy receiver has an exclu-
adding that it was a "fluke" that the matic way this year," wrote Mr ue" to the company "Since Alit spe- MacRae in Los Angeles, who repre- sive nght to the proceeds of the rern-
value of Berkshire Hathaway has al- Buffett m the company's annual re- clallzes m mpereat relnsurance, a sents the reinsurers, said the court surance treaties issued by the rein-
ways increased in each of the past 35 port, which was dated March 1 line m which losses are infrequent "clearly relected" the plaintiffs' argu- surers
years "At Gen Re, we are raising rates but extremely large when they oc- ment that an insolvent insurer's ad- Remaining as a defendant in the

He reassured shareholders that and, if there is no megacatastrophe cur, his business IS sure to be far vertising and promotional programs case is the reinsurance mtermediary,
Gen Re's $275 million reserve for in 2000, the company's underwriting more volatile than most insurance could establish an obhgation be- Chicago-based Aon Re Inc Mr Gi-
losses associated with Unicover still loss should fall considerably It operations To date, we have bene- tween reinsurers and poheyholders anelli said he is now negotiating a
appears adequate Gen Re's expo- takes time, however, for the full ef- fited from good luck on this volatile Lodi, Cahf -based Gannon Truck- settlement with the company An at-
sure came through the participation feet of rate increases to kick in, and book Even so, Alit's achievements ing Inc had obtained a general habil- torney for Aon Re declined to com-
of one of ItS Cologne Reinsurance Gen Re is, therefore, likely to have are truly extraordinary," he wrote 1ty insurance pollcy from Amencan ment
units in the Unicover pool, which another unsatisfactory underwnting Mr Buffett fiel(led questions dur- Eagle in 1992 In 1993, a man-ed
unraveled last year (Bl, March 15, year," he wrote ing the meeting about his refusal to couple, Arnita and Bulbu Kadakia, suit were Chartwell Reinsurance Co ,
1999) Berkshire Hathaway ac- Mr Buffett wrote in the annual invest In Internet businesses He filed an accident claim agamst Gan- Kemper Reinsurance Co, Prudential
quired control of Gen Re m 1998 report that Gen Re's business was said the runup in such stocks oper- non after one of the company's trucks Reinsurance Co, North Star Reinsur-

Unicover "was a mistake It "extremely underpriced, both do- ated on "the same principle as a backed into a car driven by Ms ance Corp, St Paul Fire & Marme
should not have been made," said mestically and internationally, a chain letter"-those who bought Kadakia m July 1993 Insurance Co, and Transamerica
Mr Buffett "That's a big mistake, condition that is improving but not early and cashed out would gainand Thecase went to tnal in 1997, and Reinsurance Co, and Skandia Amer-
but we've made bigger ones," said yet corrected Over time, however, latecomers would ultimately lose the Kadakias won a $36 million ican Reinsurance Co
the Investment guru the company should develop a He predicted the era of ever-sky- judgment against the company

"In insurance, you will get sur- growing amount of low-cost float rocketing Internet stock prices Shortly afterward, American Eagle Gannon Trueking et at us Aon
prises The test of good management At both Gen Re and its Cologne sub- would be viewed as a period of was declared Insolvent The Corp et al, Supenor Court Of the
is how many surprises you get," he sidiary, incentive compensation "tremendous wealth transfer" but Kadakias and Gannon subsequently State Of Cabforma, County of Los
said plans are now directly tied to the not wealth creation 1 reached a settlement agreement un- Angeles, Case No BC 199481

ever-animated Charlie Munger"- der which any recovery m this case

By JUDY GREENWALD

would be given to the Kadakias

concluded that the reinsurers "never

Reinsurer defendants named in the
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FTR FOR THE RECORD Excerpts from BI's Daijly Online Updates, May 1-5, 2000

| RELIANCE OU"I'SOURCING Rella.nce Ilnsur- organllzatlon of expe!'ts on social s industry works Coope[ati\[ely with both BRIEFLY NOTE[JJOhn Shilts has b,een ap-
ance Group Inc 's,e-commerce unit-Point, ance This marks the fifth consecutive year camps, and this meeting is just one of our pointed administrator of Oregon's Work-
Click & Bind Inc.-is outsourcing its tech- that both measures declined, although nel- many efforts to use our unique perspectlve ers Compensation Division, under the
nology needs to a Florida service provider ther costs nor benefits were adjusted for to promote the use of voluntary and coop- state's Department of Consumer and Bust-
Reliance has signed an eight-year agree- inflation The decade highs were 2 17% erative methods," Keith Lessner, vp-safety ness Services He previously was manager
ment with St. Petersburg, Fla.-based Insur- for employer costs in 1993 and 1.66% for and environmental for the Alliance of of the Workers Compensation Division's
ance Management Solutions Group Inc to workers' benefits in 1992 In 1998, em- American Insurers m Downers Grove, lll, Benefits and Policy Section Moody's
provide Internet technology, processing ployer costs as a percentage of Ba roll said m a written statement The Alliance is Investors Service has confirmed its Aa3 in-
Flatforms and back-office’support for on- were down 38% from their 1993 high, and one of six insurance-related g_lr_oups that surance financial strength rating of
ine policy quoting and binding, policy is- worker benefits as a percentage of payroll will participate m the meetlnq he Phoenix Home Life Mutual Insurance Co.
suance, customer service and claimsad- were down 35% from their 1992 high. roundtable meetm%, the second of its kind, following a review of the insurer's opera-
ministration, IMSG announced The deal Electronic copies of the report are avail- will include an address by Assistant Labor tions Moody's examined Phoenix after a
covers Reliance's eBOP small business able on the Web site of the National Secretary Charles Jeffress, who heads workers compensation insurance pool, run
owners' properE}/ and general liability Academy of Social Insurance, OSHA The first such meeting took place by the former Unicover Managers Inc and
product and its Umbrella Online pro- www nast.org Printed copies are available last October in which Phoenix participated, unraveled
grams for $15 each by calling 202-452-8097 . in 1999 Phoenix directors, meanwhile, au-
|, EXPANDING HEALTH COVER President thorized the development of a demutual-

| ZURICH U.S. DEAL Israel's government | ERGONOMICS HEARINGS The Occupa- Clinton used an address to the Indepen- ization plan, Lloyd's of London broker
has entered into two reinsurance agree- tional Safety and Health Administration dent Insurance Agents of America last Prentis Donegan & Partners has unveiled
ments with Schaumburg, Il -based Zurich will begm thé final week of public hearings week to call for extending health care cov- coverage for North American companies
U S to cover medium-term transactions m on its proposed ergonomics standard to- erage to more Americans The president for costs associated with hostile takeovers
Eastern Europe and Latin day in Washington The hearmgs began in told those attending the IIAA's National The pohcy will pay for takeover-related

. America The private- Washington in Legislative Conference in Washington that costs such as investment banking fees, at-

-1- public pa'f';[rrs‘te(';fri‘t'spk'iéh; '\fg':g; 2?%&%?; he hqpq{ihi%goal will be aclhieveclj] “(tjhfis torneys, publilc rteltatior_}%and advertising,

- ear, in thi ngress." He als ed for and proxy soljcitation The ¢overage is an

tween the govern- in Chicago and (85[KIA enactment of & -iillifi- addrtion to AboREa-bid costs msur%nce,

ment-owned Israeli Portland, Ore In $3,000 annual tax also developed by Prentis Donegan, which

Foreign Trade Insur- a related develop- credit for long-term reimburses companies m the event a

. ance Corp and a pri- ment, Assistant . are and the addition p'\lf neﬂ,merg r or acquisijtion fails The

, vate insurer for political Labor Secretary Charles Jeffress continue of_prescrl otion drug - Fli as mgton-ebase American Insurance
risk insurance on its medi- his defensé of the controversial proposal in benefits to Medicare Assn. has criticized the Clinton administra-

um-term program Under the agreement, testimony before the Senate Health, Edu- The president did - tion's plan to send its own financial
Washington-based Zurich U S Polltical cation, Labor and Pension Committee's not, however, make records privacy legislation to Capitol Hill
Risk will insure cross-border transactions Subcommittee on Employment, Safety and any mention of man- as "premature " In a statement last week,
against loss stemming from political risk, Training late last month Mr Jeffress said aged care regulation Leigh Ann Pusey, AlA's senior vp-federal
mcluding inconvertibility, expropriation OSHA has the legal authority to require or the so-called pa- affairs, noted that regulations implement-
and political violence The two reinsurance that employers cornpensate injured work- tients' bill of rights President Clinton mg financial data privacy legislation enact-
agreements total $90 million ers despite the contention of insurers and currently being ham- ed late last year won't be issued until this

~others that the Occupational Safety and mered out by a House-Senate conference week She said that, "at a minimum," the
|, COMP STUDY Workers compensation Health Act of 1970 specifically prohibits committee During his appearance, Mr White House should have consulted with
costs for ernployers and benefit payments OSHA from getting involved in state Clinton praised the [IAA members for their industry representatives and state regula-
to workers both declined relative to wages workers compensation systems efforts to modernize the business of insur- tors before moving ahead, F George
in 1998, according to a study released last ance and called upon them to balance the Dunham lll resigned last week as_chairman
week In 1998, employers paid an estimat- OSHA. INSURER COLLABORATION Safety benefits of technologg with the need to and CEO of INSpire Insurance Solutions,
ed total of $52 1 billion in'insurance pre- experts from the insurance industry and protect customer privacy Senate Judiciary a Fort Worth, Texas-based administrator
miums or self-insurance expenses to help representatives of the Occupational Safety Committee Chairman Orrin Hatch, R- of groperty/casualt policies and claims
workers who sustained job-related injuries and Health Administration are scheduled Utah, preceded the presiden, at the meet- INSpire named R Earl Cox Ill, a founding
and illnesses, that fiﬁ;ure amounted to to meet in Washington on May 18 to dis- ing The one-time candidate for the GOP board member, as chairman and interim
1 35% of total payroll Meanwhile, in- cuss how insurers and OSHA can work to- presidential nomination called for further CEO while the company looks for another
Jured workers recéived a total of $41 7 bil- gether to promote workplace safety tax reduction, drawing applause from his chief executive President and COO Jeffrey
lion in medical care and wage-replacement "There are numerous ways in which bust- audience when he called for an end to fed- W Robinson noted that the remaining
benefits, amounting to 1 08% of payroll, ness and government can work together to eral death taxes, which he called "confis- management team is in place INSpire
according to the National Academy of So- improve worker safety. For too long they catory" and which he said force heirs to shares closed Friday at $3.50, nearthe 52-
cial Insurance, a non-profit, non-partisan have been at loggerheads. The insurance sell off family businesses in order to pay week low of $2 38. En
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Acceptance Irsurance Cos NYS 4.4 <os 22.83 1594 27s =214 Metlife NYS 15.44 352 833 17.25 1425 21205 United HealthGroup NYS 67.13 751 2635 70.00 39 38 3053
AEGON NV NYS 75.50 621 20.94 o8.25 6300 351 MMI Cos Inc NYS o.04 127 1522 1744 331 oo Wellpoint Health Networks NYS 76.63 5.60 1621 o7.00  as.2s 004
Aetna Life & Casualty NYS 5438 1.52 258 99.88 38 50 2225 Mutual Risk Mgmt Ltd NYS 1700 251 112 40.81 o.81 366 Hmos AVERAGE 749 0.75
AFLAC Inc NYS a7.56 326 079 5675 s3.56 2076 Navigators Group NDO 1000 244 2.56 16.00 875 18 ALL COMPANIES AVERAGE 238 715
Alimerica Financial Corp NYS 4838 5.02 1303 sas1 3s.06 643 NYMagic Inc NYS 1413 ae3 714 1950 12.00 a9
Alistale Corp NYS 22.50 843 6.49 40.75 17.19 13887 Ohio Casuall, Corp NDO 1588 o7 117 2025 1075 1121
Ambac Financ al Group NYS 48.13 1o8 7re 63.00 38 88 1349 Old Republic Int | NYS 1250 385 8.26 2069 1063 1059
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American Satey Insurance NYS 531 0.00 18.27 1000 531 7 Philadelphia Cons Holding NoO 1ass 0.5 2.59 25.50 /an
Argonaut Grouo NBO aren -o3s 1038 27.94 1675 e PXRE Corp NYS 15.13 o.83 1635 21.25 9.94 o -~
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Berksh,re Hathaway Inc NYs 59700.00 i 6.42 78600.00 40800 00 z Risk Capital Holdings NDO 1538 101 2178 1738 1100 25 2,100 ’
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Citigroup NYS eroe 563 o84 65 a4 4018 81790 SCPIE Holdings Inc NYS 2075 0.63 7.39 36.94 23.69 NA 1.900
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Everest Reinsurance NYS 20.06 a73 3025 3569 2050 1082 Travelers Properly Casualty NYS 42.00 .90 22 62 4200 2760 as7e 1,700
Fremont General Cop NYS 581 211 2119 21.75 469 539 Trenwick Group Inc NYS 13.06 a.57 2288 32.00 1200 aa 1.650
Frontier Insurance Group NYS 0.04 6.25 7273 1725 os1 1193 Un,co AirencEn Corp o sss 2051 1607 1075 aso s
Gainsco Inc NYS s50 2.22 2.33 6.04 304 70 United Fre & Casualty NDO 1775 3.73 21 86 27.25 1738 14 3117 324 3/31 4/7 4T14 4/21 4/28 5/5
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Top advancing issues Kaye Group Inc, Old Republic Int'l, RellaStar Financial Corp Leading decliners SCPIE Holdings Inc, Humana Inc , Acceptance Insurance Cos Most active Issue Citigroup The 8/Index dropped 06%, the Dow Jones 30
Industrials went down 1 5%, the S&P 500 decreased 1 4%, and the NYSE Composite went down 09% Average P/E Brokers, 19 0, Insurers/reinsurers, 171, HMOS, 116
Source CNET investor (jnvestor cnet com) Boulder Colo



20

These days, sma]1 corporate mistake can equate to big insurance risks. That's why >cu neeu ar ROYAL & —

insurance partner who knows your 1-usiness inside and out. One that has walked a nile in your

shoes. And one thar can provide thz best p.,ssible coverage, in 130 countries 90-ldwide. for __7 S U NAI— I— IAN C E
extremely serious n-,atters like emp o>mint liability.

You Have Our Attention.
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