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Feds push
401 (k) fee
disclosure

By MARK A. HOFMANN

WASHINGTON-Providers of 401(k) plans need to
provide fuller disclosure of the plan's fees voluntari-
ly, or the federal government may require it.

That was one of several themes that arose during an
all-day hearing on 401(k) fees held by the U.S. De-
partment of Labor last week. During a brief appear-

ance at the hearing, Labor Sec-
retary Alexis Herman said, "We
want to make sure if there is a

problem in this area, that we
find the problem and fix it."

The hearing came amid stud-
ies showing that 401(k) fees are
increasing and that the burden

-r of paying some of those fees is
shifting from plan sponsors to
plan participants, with a com-
mensurate reduction of work-

Ms. Herman ers' retirement accounts, noted

several speakers.
"To the degree that 401(k) fees and expenses come

directly out of the gains of workers' retirement ac-
counts, they reduce the amount of future benefits that
will be available to those workers. It is essential that

steps be taken to ensure that plan sponsors and par-
ticipants understand what fees are being charged and
that they are reasonable," said Olena Berg, the assis-
tant Secretary of Labor for pension and welfare ben-
efits.

More than 25 million workers

have more than $1 trillion in- /.
vested in 401(k) plans, she not-
ed. A healthy economy and aY
"booming stock market" have
resulted in double-digit returnsfor 401(k) and other retirement  *
plans. "These high returns

earned on plan investments v '
may be obscuring the fees paid
for such investments," she said.

In addition, "there may be Ms. Berg
some confusion concerning in-
vestment choices. Even when employees choose their
plan investments, employers retain responsibility for
selecting and monitoring the menu of investment op-
tions which the workers choose from," said Ms. Berg.

"Employees, however, need to understand that
there is a cost associated with the services they re-
quest. For example, it is more expensive to adminis-
ter a plan with a wide range of investment options
and trading as compared to one which permits only
quarterly investment options and limited trading.
Both employers and employees should know that
there are trade-offs between the services and the

fees," Ms. Berg said.
Trade-off or not, witness after witness told Ms. Berg

and other members of the Labor Department panel
examining 401(k) fees that fees charged in connection

See Fees on page 38
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IlE gets vote of confidence
with new directors, syndicates

CHICAGO-The nlinois Insurance Exchange
may face a brighter future after its 13-member
board was reconstituted last week with indus-

try heavyweights, including four members
with ties to Kemper Insurance Cos. and one
from Aon Group.

In addition, Kemper announced it will estab-
lish three IIE syndicates to write its first sur-
plus lines polices.

Despite the I[E's recent syndicate insol-
vencies, Kemper was attracted primarily by
the exchange's ability to write surplus lines

See Updates on nezt page

Bipartisan health bill blasted
Measure might be more onerous than failed Clinton plan: Critics

By JERRY GEISEL

WASHINGTON-Three years after
the collapse of the Clinton administra-
tion's sweeping plan to overhaul the
nation's health care system, a new
congressional drive is under way to re-
vamp the system.

Unlike the Clinton effort, whose
launch triggered a massive lobbying
campaign to defeat it, the new legisla-
tive proposal-known as the Patient
Access To Responsible Care Act of
1997, or PARCA-has attracted little
attention.

Yet PARCA, with more than 200 co-

sponsors in the House of Representa-
tives, including liberal Democrats and
conservative Republicans, enjoys far
more congressional support than the

Clinton measure ever mustered. Rep.
Charlie Norwood, R-Ga., introduced
the measure.

The burden PARCA would inflict on

employers and group health care
plans, however, may exceed that of the

Parity law will add less than
1% to employer mental health
costs, study says ........page 37

Clinton plan, critics of the proposal
contend. The legislation makes little
distinction between self-insured em-

ployers and managed care plans.
"It is, in many ways, more prescrip-

tive than-and as damaging as-the
Clinton Health Security Act," said
Rep. Harris Fawell, R-Ill.

' Employers should be paying atten-

catastrophic," says Chip Kerby, a
principal with William M. Mercer Inc
in Washington.

L.L.P. in Cleveland: "I think it will

know them."

Among other things, PARCA, also
known as H.R. 1415, would:

juries incurred in connection to ser-

See PARCA on page 12

RCRA reforms could save

cleanup costs, GAO says
By MARK A. HOFMANN

WASHINGTON-A few carefully
targeted reforms to a 21-year-old en-
vironmental protection law could save
U.S. businesses more than $1 billion

annually in cleanup costs, according
to a recent General Accounting Office
report.

Accordingly, a bipartisan group of
lawmakers, led by Senate Majority
Leader Trent Lott, R-Miss., recently
announced plans to introduce legisla-
tion early next year that would change
the way so-called "remediation

waste " is treated under the Resource

Conservation and Recovery Act of
1976.

Remediation waste is generated dur-

ing cleanup of polluted sites, includ-
ing Superfund sites, but presents little
risk itself. Nevertheless, RCRA re-
quires that much of that remediation
waste be treated like hazardous

waste-and therefore subject to myri-
ad rules and restrictions-which the

GAO found often can be counterpro-
ductive to cleaning up a site.

"So what GAO has concluded and

what we have concluded is the way
that the RCRA statute is currently

written requires the Environmental
Protection Agency to require us to do
stupid things. The solution is to go in
and change the statute in a very tar-
geted way," said Dorothy Kellogg, se-
nior director-waste management pro-
gram for the Chemical Manufacturers

Self-wired health plan
connects at Motorola
By ROBERTO CENICEROS

SCHAUMBURG, Ill.-Motorola
Inc.'s unique health care network
incorporates the company's culture,
focuses on quality and health
rather than cost-cutting, and has
overwhelmingly won over its em-
ployees.

A majority of Motorola's 75,000
U.S. employees have given up on
health maintenance organizations
or indemnity-plan coverage, prefer-
ring instead to enroll in the cus-
tomized provider network that the
electronics company built around
worker preferences.

When Motorola launched its

Health Advantage Plan on Jan. 1,

1996, the company's benefit man-
agers "guesstimated" that 25% or
50% of the employee population
would sign up, said Randall L.
Johnson, Motorola director of cor-
porate benefits planning in
Schaumburg, Ill. But during its
first year, nearly 60% of employees
switched to the Health Advantage
Plan from an indemnity plan or
HMO. Today, 70% of employees na-
tionwide participate in the net-
work, and a recent "customer satis-
faction" survey conducted by Mo-
torola revealed employees appreci-
ate the plan over their previous

coverage.
Mr. Johnson does have one

See Motorola on page 36

Assn. in Arlington, Va.
"It's really a constant issue for us

Basically, the problem boils down to
the fact that there are two statutes

tha: don't get along with one another

Hobbs, senior vp of ECS Claims Ad-
ministrators Inc. in Exton, Pa. An af-
filiate, ECS Underwriting Inc., is an
underwriting manager for several lia-
bility coverages, such as pollution le-
gal liability policies, that respond to
RCRA claims, Mr. Hibos said.

"The changes they're talking about
making here are certainly good ones,'
said David R. Haigh:, rp-environmen-
tal for the Risk & Insurance Manage-
meat Society Inc.

PHOTO: COURTESY OF MOTOROLA INC.

Almost three-fourths of the employ-
ees of Motorola Inc. have enrolled in

its Health Advantage Plan.
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Updates

IlE attracts new support Subsidiaries' premiums
Contlnued fum previous page
coverages m 34 states, said new board member William A Hickey, vp to captives deductible.. Court
of Kemper Insurance Cos in Long Grove, Ill

Kemper wlll specialize in excess casualty coverage and environmen- By DOUGLAS McLEOD now part of Columbia/HCA and HCA owned and operated
tal casualty coverages as well as a third lme that is expected to be de- Healthcare Corp, may deduct hospitals that were facing diffi-
termined later, Mr Hickey said The three new syndicates, which will WASHINGTON-Premiums premiums its subsidiaries paid culties in obtaining medical mal-
be operational by year-end, Mll be capitahzed with $20 million each, paid by a company's subsidiaries to its Tennessee-domiciled cap- practice insurance at the time
or a total of $60 milhon, he said to its wholly owned captive in- live Parthenon Insurance Co they formed their captive insur-

"After taking a good hard look at the facility, its full potential is surer are deductible, the U S The decision mirrors a land- ance companies Both formed
clear," said Wilham D Srmth, Kemper's president and chief operatmg Tax Court has ruled mark 6th U S Circuit Court of fully capitalized, domestic (cap-
officer, who was elected IIE board chairman last week 4,

Properly reg- The ruling marks the second Appeals' ruling in 1989 allowing tives) to provide on a direct basis
ulated and prudently governed, the exchange can provide a virtually high-profile defeat for Internal similar deductions to the Hu- general and professional liabili-
hmitless range of programs," including rlsk secuntization, specialty Revenue Service efforts to disal- mana Inc hospital chain ty insurance for themselves and
programs and agency captives, he said low deductions for captive pre- "The facts of the instant case their operating subsidiaries "

Jim Tait, IIE president and chief executive officer, said "The ex- miums paid by subsidiaries are strikingly similar to the facts The Internal Revenue Service

change will be immeasurably strengthened under its new leadership The Tax Court held last month presented in Humanal' the Tax argued that the HCA case dif-
With some of the premier forces in the insurance and fmance arenas on that Hospital Corp of America, Court concluded "Both Humana See Captives on page 38
board, we have the talent, vision and commitment to move the ex-
change mto a new era "

Earher this year, ME executives sought increased oversight by state
Insurance regulators as a way to restore the exchange's credibility, fol-
lowing three syndicate insolvencies in eight months (BI, March 10) A Microsoft moving to Aon
new law was approved this summer, though most provisions take ef-
feet Jan 1 Bulk of company's business, key vp leave J&H/M&M

In addition to Messrs Hickey and Smith, the newly elected board
members with ties to Kemper are Kemper board director Daniel R By DAVE LENCKUS vices Inc of Washington in Seat- Aon Risk Services Mr Van Der
Toll, and Steven H Lesmk, chairman and CEO of Lesnik & Co, a pub- tle will take over placing Mi- Vliet has been intimately involved
llc relations finn REDMOND, Wash -J&H Marsh crosoft's propei ty and casualty with the Microsoft account since

In addition, Aon Group President and Chief Operating Officer & MeLennan Inc has lost most of coverages Aon Risk Services Vp he picked it up for J&H in 1984
Michael D O'Halleran also was elected to the board the retail insurance brokerage Robin Magnotti lS Microsoft's ac- He has been Microsoft's account

Meanwhile, the Chicago Board of Trade contrnues to study the kasi- business of computer software gi- count executive manager twice during that period
bility of establlshing a second insurance exchange that would essen- ant Microsoft Corp to Aon Group J&H Marsh & McLennan, the Mr Van Der Vliet, now a senior
tially allow it to wnte nsks and offset them through insurance futures Inc world's largest retail broker, will vp in Aon Risk Service's Global
contracts, according to a CBOT spokesman (BI, Oct 13) Microsoft's move rends a 13- continue to handle some transac- Broking Group in Seattle, said he

year relationship that the 22- tional services and a few other will remain involved in servicing
Bill targets Year 2000 exposure year-old company originally es- lines of coverage for Microsoft, the account

tablished with the former Johnson said Scott K Lange, director of Mr Lange would say only that
WASHINGTON-Pubhcly traded compames would have to disclose & Higgins J&H was acquired by risk management for the Red- he moved Microsoft's business to

specific mformation about their exposure to Year 2000 computer prob- Marsh & MeLennan Cos Inc ear- mond, Wash -based company Aon because "basically, it's time
lems if a bill in Congress becomes law her this year J&H Mai sh & MeLennan also for a change "

"To delay our efforts to address this problem iS to be mexcusably Aon retail unit Aon Risk Ser- has lost Vp Roger Van Der Vliet to See Microsoft on page 38
reckless," said Sen Bob Bennett, R-Utah, chairman of the Senate
Banking Committee's Subcommittee on Fmancial Services and Tech-
nology

The Bennett bill would require the Securities and Exchange Com- Profits down, rates going up
mission to amend its disclosure requirements to addmany newrequire-
ments, including two specifically related to msurance Under the mea- By JUDY GREENWALD The surplus- a $6 6 million net loss for the nine
sure, companles would have to disclose whether they have insurance to ing $782 mil- months compared with net income
respond to Year 2000 problems and to give an estimate of their expect- Employers should brace for lion third- of $67 6 million for the compara-
ed litigation costs and financial hability related to Year 2000 lawsuits higher health plan costs next year,

Residti by
quarter net ble period a year ago

The Bennett bill also would require corporations to reveal such things as health maintenance organiza- loss reported Similarly, lower-than-expected
as how much they are spending to remedy the Year 2000 problem and lions plan for 1998 rates to restore Norwalk, third-quarter earnings report of
their contingency plans for keeping their businesses running if their flagging profitability Conn -based Aetna Inc have been attributed to
computers fail Anticipated 1998 rate hikes, Oxford Health its particular circumstances,

Hearings on the measure are expected next year which range from 2% to 10% de- Systems Inc , however, is more re- namely its acquisition of U S
pending upon the region and par- flective of that HMO's specific Healthcare Inc and the problems

Superfund bill introduced ticular contract, should bring problems in managing its comput- inherent in digesting a major ac-
some relief to HMOs after a rough er systems, rather than an indica- quisition Many market observers,

WASHINGTON-Congress is expected to take up a new bipartisan period of lower earnings against tion of serious problems within however, expect the pace, if not
Superfund reform bill when it returns from its year-end recess flat or decreasing rates, market the industry as a whole, analysts necessarily the magnitude, of

Although the bill, introduced last week by Reps Mike Oxley, R-Ohio, analysts say say (BI, Nov 10) Oxford reported See Results on page 39
Commerce Committee Chairman Tom Bliley, R-Va, and 36 others,
would not repeal Superfund's controversial imposition of retroactive h-
ability m most cases, it would provide more hablhty rehef than a mea- Pru Health Care options eyed
sure introduced recently by Rep Sherwood Boehlert, R-N Y, said Tay-
lor Caswell, senior federal affairs representative for the Alhance of Sale of health care unit denied, but market rumors persistAmerican Insurers

Small businesses, recyclers, generator-transporters, contributors of By JUDY GREENWALD on which it is estimated to have However, the most likely candi-
minimal amounts of Superfund waste and local governments all would lost more than $100 million on a dates to buy the business, which
enjoy at least bmited immunity from retroactave habihty under the bill NEWARK, N J -Prudential In- premium base of $6 billion last Include Aetna Inc and CIGNA

The measure, which has support from conservatives and hberals in surance Co of America could face year (BI, Oct 6) Corp, already have their hands
both parties, calls for"rational remedy selection" at Superfund sites and a daunting challenge in finding a Consultants say that while a full absorbing other acquisitions
would allow states rather than the federal Environmental Protection buyer if lt decides to sell its un- Prudential sale to another health The problems that these and
Agency to conduct cleanups of Superfund sites if they so wished profitable health care business care company would give employ- other health care companies have

"This gives us new reason for optimism, because this is a bipartisan While Prudential denies ltS ers one fewer managed care com- had could sour Wall Street on an-
bill that has common sense reform m it," said Mr Caswell health care operation is even up pany to choose from, an acquisi- other major acquisition at this

for sale, the general consensus in tion could also result in a stronger time, some market observers say
Royal underwriting manager the market lS that the insurer is vendor willing to commit more re- Other possibilities observers

anxious to get out of the business, sources to customer service See Prudential on page 37
CHARLOTI'E, N C -Royal Insurance U S lS establishing a new sur-

plus hnes underwntmg management company that inibally Froll offer ca- inside .--
sualty and professional hability coverages and is expected to generate
$35 milhon in busmess its first year

RSA Surplus Lines Underwnters Inc , which will underwrite on be- • Risk managers in the area of the New Madrid seismic Comings & Goings. Industry 00
half of Royal Surplus Lmes Insurance Co, is expected to begin opera- zone in the central United States should begin now to pre- Datebook.. ... . ..... ... . ...26

tlons m January, said its president and chief executive officer, John Km-- pare for an earthquake that will come-even if not for Insider Trading 26
sella years, this week's editorial says PAGE 8 Insurance Services Guide 19

Mr Kinsella, formerly president and CEO of Cherry Hill, N J -based international 99

Admiral Insurance Co, said RSA also wil be headquartered m Cherry •UK insurers are excluding coverage for Year 2000 Legal Briek 24

H11, with another office m Los Angeles County planned computer ·Isks and emphasizing that standard policies Opinionq
See Updates on page 38 never were intended to provide such coverage PAGE 29 Perspectives ........23
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More problems for sprinkler maker then, Central already had
spent months alerting /ill-
its customers and IA.ILIIIF
had set aside

Manufacturer cites internal confusion in continued production of faulty heads $4 million to

fund a pro-
By ROBERTO CENICEROS Central Sprinkler intended to replace the pretty minuscule," said Steve Muncy, presi- gram to

(rubber) O-ring in June 1996 at the same dent of the American Fire Sprinkler Assn, test sam-  - '8
LANSDALE, Pa -Central Sprinkler Co time the Omega product line was modified of which Central is a member "Twenty ples of

.

continued to make certain fire sprinklers to address the issue of hydrocarbon contam- thousand sold in the past year or so-they lllll/ Omega
with rubber 0-rings-blamed for prevent- ination, and management believed we had can trace those pretty easily That is less of heads cus-

ing some of its Omega-line sprinkler heads done so," the statement said a problem than the Omegas that have been tomers think

from functioning properly-even after the Unfortunately, internal confusion inter- put in over a number of years and could might be defec-
company announced it had switched to sili- fered with implementation of the decision to have been put in by contractors that no tive Central

cone 0-rings modify the Flow Control sprinkler, the Oct longer exist So it is hard to trace those " along with Underwriters
Central announced in August that since 20 statement continued About 8 million Omega sprinklers are in Laboratories made kits available for send-

June 1996, all its Omega sprinkler heads Flow Control sprinklers are made to shut service nationwide Some of those have the ing in the heads for inspection
have been made with improved silicone 0- off automatically once a fire is extin- rubber 0-rings Meanwhile, a lawsuit filed Aug 1 in Los
rings instead of rubber But the company re- guished Other sprinklers do not automati- Central's original problem with Omega Angeles Superior Court against Central
cently issued a statement saying it discov- cally shut off The Flow Control type are heads received widespread media attention continues to move forward, said Clifford H
ered that 20,000 Flow Control sprinklers-a used in certain types of commercial build- in August (BI, Aug 18) Fire officials, prop- Pearson, a plaintiffs' attorney with Wasser-
part of its Omega line-were made between ings with contents particularly sensitive to erty insurers and loss-prevention experts man, Comden & Casselman in Tarzana,
June 6, 1996, and May 7, 1997, with the rub- water damage, such as museums praise many of Central's products, but they Calif (BI, Aug 25) Attorneys are set to
ber 0-rings Observers point out that Central's newest had known for some time before that of po- start deposing witnesses

Some of the rubber 0-rings have swelled problem may not be a huge one, because tential shortcomings associated with Omega The lawsuit was filed on behalf of Los An-

under pressure and failed to release water only 20,000 Flow Control sprinklers were heads geles-area building owners and seeks class-
during fires Central has said it thinks con- made with the older, rubber-style 0-rings But media outlets discovered m August action status, though the class has not been
taminants introduced as a result of pipe cut- "Certainly those need to be tested and re- that some Omega heads installed in build- certified A spokeswoman for Central could
ting and fitting cause the problem placed if necessary, but 20,000 in sales is ings had failed to operate during fires By not say if other lawsuits have been filed Ell

Sears reti rees sue retailer Mutual Fire rehabilitator

over life insurance cuts takes helm of insurer

By GAVIN SOUTER health benefits as well as life insurance
as it resumes business

coverage The life insurance cutbacks
CHICAGO-A group of Sears, Roebuck would affect 84,000 retirees By MICHAEL BRADFORD Pennsylvania market, and Mutual Fire and

& Co retirees is suing the retailing giant Sears plans to reduce the life insurance Franklin are helping fill that void, he
over cutbacks to their life insurance ben- benefits gradually over 10 years to about PHILADELPHIA-Alexander Bratick added

efits $5,000 per retiree from a current average has a new job these days, after spending The insurer still faces about 200 claims

The employees allege the cutbacks by of $17,000 per retiree more than eight years as the rehabilitator of related to the rehabilitation Those claims
Hoffman Estates, Ill -based Sears of its If retirees wish to retain their existing Mutual Fire, Marine & Inland Insurance currently are valued at about $70 million,
life insurance benefits violate the Em- level of life insurance benefits, Sears of- CO an amount that is fully reserved, Mr Brat-
ployee Retirement Income Security Act, fers a group term life insurance plan with Mr Bratick now is guiding the reincarna- ick said
and they are seeking a restitution of the higher available limits, but to which the tion of the Philadelphia-based insurer as its Mutual Fire began insuring homeowners
benefits company does not contribute any of pre- president and chief executive officer and risks in Pennsylvania in May and has writ-

Under the cutback proposals, Sears miums holds the same title with Mutual Fire's sub- ten approximately 70 policies Its capital
plans to gradually reduce its contribu- In the case of one plaintiff who cur- sidiary, Franklin Homeowners Assurance and surplus stood at $28 million at the end
lions to retirees' life insurance premiums rently has $16,800 in life insurance cov- CO of June

The retirees claim the contributions erage through Sears, the additional an- Mutual Fire, after emerging late last year Mr Bratick said $5 million of that figure
they made to life insurance premiums nual premium to switch to the group life from rehabilitation, is starting a new life as represents the capital and surplus in
when they were working vested them in plan would be $49 34 in 1998 and rise to an underwnter of Pennsylvania homeown- Franklin Homeowners That insurer writes
the policies for post-retirement coverage $1,226 61 m 2007, court papers say ers insurance Once a leading U S surplus a type of homeowners coverage that allows

Also, the literature covering life insur- In the suit, filed in U S District Court lines insurer that spiraled into a $500 mil- buyers to pay for coverage with an up-front
ance benefits given to employees does not in Chicago, the 38 retirees allege the cut- lion insolvency, Mutual Fire now is gearing deposit instead of paying annual premiums
indicate that the benefits can be altered backs breach ERISA up to resume business on a much smaller The coverage deposit remains as long as
in the future, the retirees argue The benefit reduction is manifestly scale the policyholder wants to keep coverage in

They are seeking class-action status for unfair and contrary to law Participants, "We will be in the homeowners business," force The money is held in a trust account,
the suit, which was filed in federal court at the end of their professional lives, Mr Bratick said "Nothing exotic " Mutual and the insurer collects investment income
in Chicago have prepared for their retirement years Fire chose to write homeowners coverage on the amount

Sears announced cutbacks to its retiree based upon certain promises made by partly because "it's a simpler line than most "Claims don't impact the deposit," Mr
benefits package in September (BI, Sept the defendants," court papers say of the other coverages the company was Bratick explained Claims are paid by the
29) The company plans to scale back its In numerous documents sent to em- writing," Mr Bratick explained "It doesn't insurer and the deposit is 100% refundable
contributions for retirees' supplemental See Sears on nert page require as much sophistication " when coverage ends

Some personal lines insurers have left the See Mutual Fire on page 14

Educating employees
top benefit goal: Survey

Medical monitoring
By DEBORAH

suits raise sta kes
employee benefit group "These new re-

SHALOWITZ COWANS sults, however, reveal that retirement plan-
ning is starting to demand more attention Manufacturers may face millions of plaintiffs

Investment education for employees is the from the perspectives of both employees
top priority for benefit professionals next and benefits specialists due to the tidal By SALLY ROBERTS can run into the millions, according to
year, according to a new survey wave of baby boomers soon approaching Mr Sanner

The second-most-urgent priority of em- retirement age " CHICAGO-More people who have This is due in part to courts allowing
ployee benefit professionals for 1998 is to The results show that benefit profession- been exposed to but not injured by al- Individuals to sue for medical monitor-

refine and improve man- als are becoming more interested in invest- legedly dangerous drugs or medical ing costs without any physical Injuries

8A,,< aged care programs, ac- ment communication and education as the products are attempting to recover the or signs of inluries
cording to the survey of workforce ages, said James D Davidson, costs of future medical monitoring or One of the more recent and highly

(CEBS)) 354 members of the In- president of the ISCEBS surveillance, an attorney says publicized class-action suits seeking un-

\( ternational Society of The next three priorities benefits profes- Medical monitoring class-action law- specified amounts for medical monitor-
Certified Employee Ben- sionals cited, in decreasing order of preva- suits, which became popular in toxic tort ing as well as general and punitive dam-
efit Specialists lence, were monitoring and responding to litigation in the early 1980s and 1990s, ages involves Wyeth-Ayerst Laborato-

The ISCEBS lS a non-profit educational health care reform legislation, emphasizing are a "new phenomenon" in drug and ries, manufacturer of weight loss drugs
association whose members have earned the and improving the quality of employee ben- medical product litigation and a "high Pondimin or fenfluramine hydrochloride
Certified Employee Benefit Specialist des- efit communication materials, and evaluat- risk potential" for manufacturers, said and Redux, dexfenfluramine hydrochlo-
ignation The survey was released last week ing and implementing Internet applica- Thomas E Sanner, an attorney in the ride (BI, Sept. 29).
in conjunction with the 16th Annual IS- tions Minneapolis office of Hinshaw & Cul- In September, the U S Food & Drug
CEBS Employee Benefits Symposium in The survey shows some regional differ- bertson Administration released data showing
New Orleans ences in priorities Whereas the average group of individ- that as many as 32% of 291 people test-

"For the past 10 to 15 years, managed For example, benefit professionals in the uals in a medical monitoring class in- ed developed heart-valve abnormalities
care issues have dominated the attention of Northeast, Southeast and Midwest ranked volving a toxic tort ranges from 200 to after taking either drug in combination

the employees and the benefits profession- developing and providing investment edu- 1,000 people, the class of plaintiffs in a with phentermine
als that serve them," said Dick Kleinert, a cation as their highest priority for the com- drug liability medical monitoring case See Medicine on page 13
partner with Deloitte & Touche LLP's See CEBS on page 37
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Sears
Continued from previous page

ployees since the 19704 Sears had
contractually committed to pro-
vide lifetime no-cost pos:-retire-
ment life insurance to retirees

who had, for at least 10 years,
paid the employee portion of the
premiums under the plan, they ar-
gue in court papers.

Several of :he documents con-

tain€d disclaimers that they did
not constitute a legal document.
However, Sears intended that

the employees rely on the docu-
ments as a scurce of informasion

regarding benefits, the retirees
charge.

Also, bv paying the employee
portion oi the premiums for 10

years, employees contractually
purchased the post-retirement
coverage :hey say.

"(Sears') unilateral decision to

eliminate tihis benefit retroactive-

ly violates and breaches the plan's
express premises tc provide this
benefit, which contrac.ually vest-
ed for all class members upon
their retirement aftBr 10 years of
continuous participation by pre-
vious premium paymen:s," court
papers say

Sears would not ccmment on

the details of the case, but a com-
pany spokeswoman said, "Sears
has consistently communicated its
right to change or modify its ben-
efits, including retire€ life insur-
ance, at th= discretion if the :om-
pany at any :ime."

The lawsuit filed in Chicago is
part of a volley of prosests by re-
tirees over she cutbacks, and oth-
er suits pportedly have been
filed.

Groups of retirees in several
cities also plan to protest the cuts
by picketir-g Sears stores during
the coming holidays. Eli

California law unclear: Court
Conflicting rules on drug rehabilitation lead court to overturn suit

By JUDY GREENWALD

SAN FRANCISCO-Califor-

nia's Alcohol & Drug Rehabilita-

tion Act fails to give employers
adequate guidance on how to deal
with employees in rehabilitation,
says a state appellate court.

The court ruled emplcyers can-
not be successfully sued tn wrong-
ful termination suits for emotion-

al distress and punitive damages
under provisions of the Act.

The case in Sullivan us. Delta

Airlines involves the late Joseph
A. Sullivan, who was d.scharged
by Delta Air Lines when he re-
fused to return to work after un-

dergoing alcohol and drug reha-
bilitation. He died of AIDS before

his case was resolved.

In ove=turning a lower court de-
cision. the appellate court said in
the ruling issued last month that
the ADRA expresses three "poten-
tially conflicting" policies: ac-
commodating employees who are
in rehabilitation; avoiding undue
hardship on employers; and intol-
erance cf alcohol and drug abuse
that interferes with employee per-
formance.

"In fazt, it is difficult to deter-

mine precisely what employer
conduit" is prohibited under this
law, says the decision.

Unlike race, gender and age,
which ' are not the products of
free choice," rehabilitation does
not deserve special protection,
says the appellate decision.
"There is no recognized right of

Since 1981 INTEC has

served the insurance needs

of the space community.

On Janury 1, 1998
- we Become'.

SPACE

4800 Montgorhery Lane, Eleventh Floor
Bethesda. *ilryland 20814-5340

BoIl 654-8585

an employee to voluntarily enter a
drug or alcohol rehabilitation
program."

In another decision stemming
from the same case, the California
Supreme Court had ruled earlier
this year that heirs of a plaintiff
who received a jury award for
emotional distress but died before

the defendant's appeal was com-
plete are entitled to receive the
award if it is upheld (BI, May 12).

Assuming it is not overturned
on appeal, this latest decision
means Mr. Sullivan's mother,
Alene M. Sullivan, cannot collect
the $275,000 for emotional dis-
tress awarded by a jury in 1994,
according to Delta attorney
Gilmore F. Diekmann Jr. of Bron-

son, Bronson & McKinnon in San
Francisco. Mr. Sullivan's attor-

neys could not be reached for
comment.

Mr. Diekmann noted many
courts consider alcoholism to be a

handicap under provisions of the
federal Americans with Disabili-

ties Act and the state Fair Em-

ployment & Housing Act.
However, to the extent that the

ADRA goes beyond those laws' re-
quirements, this decision means
that employers will not be held li-
able for emotional distress and

punitive damages, said Mr. Diek-
mann.

.

Alene M. Sullivan, as special
administrator, etc., us. Delta Air

Lines Inc.. Court of Appeal Of the
State of California, First Appel-
late District; No. A066778.

B/buyers
directory
available

CHICAGO-The latest edition

of Business Insurance's annual di-

rectory of buyers outside the Unit-
ed States is now available.

The 1997/98 edition of the

"Business Insurance Directory of
of Corporate Buyers of Insurance,
Benefit Plans and Risk Manage-
ment Services Based Outside the
United States" includes informa-

tion on more than 4,600 executives

from nearly 900 companies in 28
different countries.

The djrectory is available in a
208-page printed volume and on
computer disk for DOS-compati-
ble computers.

The guide's listings consist of
corporate data, including address-
es, phone and fax numbers, the
names and titles of executives re-

sponsible for finance, risk man-
agement, employee benefits, hu-
man resources, pension/retirement
planning, insurance, legal counsel
and private medical/health plans.

Revenue or asset information

and number of employees are pro-
vided, as well as the currency used
and a description of the business.
The international directory con-
tains rankings of companies based
on number of employees and rev-
enues or assets.

The international buyers direc-
tory costs $125. In addition, a sim-

ilar but more comprehensive di-
rectory of US.-based companies is
available for $95. Either directory
is available on disk for $595.

To order copies, please call
Business Insurance's Single Copy
Sales Department at 800-678-
9595 or 313-446-1623.
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Back to work already?

AN EMPLOYEE HAS AN INJURY, OR BECOMES ILL.

WHETHER IT HAPPENED AT WORK OR AT HOME.

WHETHER THE RECOVERY PERIOD IS SHORT OR LONG

TERM. THE EMPLOYER RELIES ON OUR EARLY

ASSESSMENT OF THE DISABILITY, CLEAR AND IMMEDIATE

COMMUNICATIONS WITH PHYSICIANS. WITH MEDICAL

MANAGEMENT AND RETURN-TO-WORK PLANNING. THE

RESULT IS A HEALTHIER EMPLOYEE, A FASTER RETURN, A

MORE PROFITABLE COMPANY. WAUSAU CAREMANAGED

DISABILITY FROM THE BUSINESS INSURANCE EXPERTS.

The business insurance experts. LWAUSAU



6 / Business Insurance, November 17,1997

Employers use Web for flex enrollment
NEWARK, N.J.-Three large

]Northeastern employers conducted
their fall flex enrollment this year
cn the World Wide Web-breaking
from the more common practice of
restricting online enrollment to in-
ternal corporate "intranets."

Using software developed by He-
witt Associates LLC. and housed

cn a server at the consultant's Lin-

colnshire, Ill., headquarters, 11,000
employees of Public Service Elec-
tric & Gas Co. in eight countries
were able to select health plans,
Furchase group auto and life insur-
ance and even move money around
various 401(k) fund options during
open enrollment that ended Nov.
14, according to Dick Quinn, direc-
tor of performance and rewards for
the Newark, N.J.-based utility.

Employees at GTE's Dallas and
Boston locations also used the He-

Benefit Bea#

witt Web-based enrollment system,
but only on a pilot basis during
their open enrollment, which end-
ed Nov. 12.

Digital Equipment Corp. also
"went live" in October, a Hewitt
spokeswoman said.

The Web-based enrollment op-
tion is an addition to the staple of
automated enrollment services He-

witt offers employers on an out-
sourced basis, a spokeswoman for
the consultant explained.

"They can use voice response,
they can call in and talk to a He-
witt person, or now they can enroll
through the Internet," she said.

Internet access is viewed as a

major convenience for employees,

as benefit decisions typically are
made at home, where there may be
more time to evaluate the wide va-

riety of available benefit options,
she explained.

Among the functions employees
can perform on the Hewitt-built
site are: annual benefit elections;
savings plan inquiries and trans: e-
tions; links :o Web sites from bene-
fit providers and government agen-
cies; download claim forms; read
benefit program summaries; and
contact the corporate benefits de-
partment, which in the case of
these three employers has been
outsourced to the Hewitt Benefits

Center in Lincolnshire.

Besides the convenience, the Web
enrollment system is even more
economical than interactive voice

response, the low-cost phone-
based system.

"Each Internet hit costs half as

much as the average IVR call," said
Mr. Quinn of PSE&G. "So we're

trying to encourage our employees
to use it."

The system also has built-in safe-
guards to ensure security.

For example, the address for the
enrollment system's home page is
provided only to employees and is
not available via Internet search

engines, the Hewitt spokeswoman
explained.

If a hacker does manage to break
into the site, the system will lock
up if more than five attempts are
made to guess either an employee's
Social Security or personal identi-
fication numbers, both of which
are required for access.

Furthermore, GTE is tracking
the number of "hits" by each user
so that it can contact employees
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you need a strong, flexible and experienced partner behind you.

Chicago
1312) 876.3349

New York

(212) 440.3150
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A Century 0/ Commitment

CNA E&S has the resources to find innovative

underwriting solutions for your excess and

surplus clients - no matter how unique their

business may be. To see how partnering

with us can give your business a lift, just call.

CNA E&S. Innovation, Intelligence & Integrity.w

CNA E&$
CNA EaS PROGRAMS ARE UNDERWRITTEN BY ONE OR MORE OF THE PROPERTY·CASUALlY COMPANIES OF THE CNA INSURANCE COMPANIES. CNA IS A REGISTERED SERVICE MARK OF lHE CNA ANANCIAL CORPORATION/CNA PLAZA/CHICAGO. IL 60685.

whose accounts are being accessed
unusually often, according to John
Large, team leader of benefits elec-
tions.

"We are very conscious of the se-
curity aspect, especially since it's
out there on the Net," he said.

The Web server records employ-
ees' benefit elections instantly, and
information affecting payroll or
other human resource functions is

downloaded weekly to each em-
ployers' human resource informa-
tion system. Hard copy confirma-
tions of transactions also are

mailed to employees' homes.
While it's too early to tell how

many employees of these three
companies used the Web-based en-
rollment, Mr. Large believes "it's
worked out extremely well. If there
were a problem, we'd hear about
it."

Hewitt is in discussions with

about a dozen other employers that
will likely offer Web enrollment
next year, the spokeswoman said.

"We'11 have probably 20 to 30

companies going up next year and
90 to 100 the following year," she
predicts.

- By Joanne Wojeik

Retirement planning

A growing number of employers
with 401(k) retirement plans are
offering financial and pre-retire-
ment planning seminars as well as
allowing employees to change
their plans on a daily basis, a sur-
vey reports.

About 46% of the 668 employers
responding to a recent survey now
provide financial and pre-retire-
ment seminars, according to Buck
Consultants Inc. That has grown
from 41% last year, 39% in 1995
and 28% in 1994,

Also, 36% of employers offered
investment seminars this year,
compared with 29% last year, 24%
in 1995 and 16% in 1994.

In addition, 61% of employers
allow participants in the employ-
er's most popular 401(k) plan to
make daily changes in their in-
vestment choices for existing ac-
count balances this year. By com-
parison, 53% of employers al-
lowed it last year, 35% in 1995
and 28% in 1994.

Slightly fewer employers-
58%-allow employees to change
investment choices on future con-

tributions every payroll period.
Last year, 49% of employers al-
lowed that flexibility, 30% did so
in 1995 and 20% allowed that

flexibility in 1994.
"Clearly, our survey results

show that employers want to help
their employees to get the most out
of their 401(k) plans," said Rich
Koski, a principal in Buck's Se-
caucus, N.J., office. In addition,

"they are committed to giving
their employees the education,
high-tech tools and flexibility to
do this."

Overall, about 92% of employers
have taken some step to educate
participants about investment and
savings issues, up from 87% in
1996. More than half of employers
said they began the education ef-
forts because employees asked for
more information.

Most employers also are using
high-technology tools, such as in-
teractive voice response systems,
to help keep employees informed.
About 84% of employers use such
systems now, up from 76% last
year and 35% in 1993.

A copy of the 65-page "401(k)
Plans: Survey Report on Plan De-
sign-1997" costs $200. To order
the report, contact Carrie Estevez,
Marketing Department, Buck
Consultants Inc., 500 Plaza Drive,
Secaucus, N.J. 07096-1533; 201-
902-2555.

- By Meg Fletcher
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DISASTER FOLLOWS VOLCANIC

ERUPTION IN INDONESIA,

THE FIRST SEMINOLE UPRISING BEGINS,
JEAN LAFFITE RESUMES PIRACY,

AND OTHER OPPORTUNITIES FOR

A BRIGHT NEW INSURANCE COMPANY.

You can still see our

distinctive "fire hydrant" logo

emblazoned on Independence

Hall in Philadelphia.

We covered it against fire

back in the early days.

Since then we've grown

to an $11 billion group

of companies that provides

property and casualty

insurance for many of the

world's best known companies.

If someone needs insurance

we don't have, we'll even

invent it.

No doubt you've heard talk

about sexual harassment

in the workplace. We're the

ones who did something

about it. We created

insurance that covers and

audits companies for their

employee practices.

This is the kind of innovation

that makes us a standout in

insurance today. It's also one

of the reasons we've been

growing at twice the rate of

the rest of the industry.

How long can we keep it up?

Hard to say. We've been at

it for 180 years and

* probably couldn't figure

* out how to stop.
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'Opinions

Shake off complacency
rTYHE QUESTION is not if the middle of the United
 1 States will be rocked by a major earthquake, but
when.

As we reported last week, experts predict there is a 90%
chance that a major earthquake will occur in the next 50
years on the New Madrid fault, which lies beneath the Mis-
sissippi Valley. A New Madrid earthquake could occur to-
morrow, it could occur next year, it could occur after our
lifetimes.

Although the last major quake on this fault zone oc-
curred more than 100 years ago, it was by no means the
first such quake. Some of the most powerful quakes ever to
hit the United States occurred on the New Madrid fault in

the winter of 1811-1812. The seismic area remains one of

the most active in the country.
1 Just as experts are certain a major New Madrid quake is
inevitable, they also are convinced of one other thing: that
the majority of businesses and communities most exposed
to such a catastrophe are woefully unprepared.

therewas ever a case forrisk management to step into
the breach, this is it. We urge risk managers not only to be-
gin working to minimize their own organizations' expo-
sures to loss, but also to raise awareness of this potential
peril within their communities.

 To be sure, it is difficult to prepare for a peril that has
such low frequency. A devastating quake has not hit the
New Madrid zone in our lifetimes. Yet the hazard is real,
and the threat from such a quake to a company's facilities,
people and ability to continue operating is very real.

In addition, insurers and reinsurers are waking up to
their exposures to this peril and increasingly will press for
larger deductibles, higher rates and a reduction of their ag-
gregate exposures in the region.

Risk reduction efforts by employers, therefore, not only
ensure they will be in better shape after a quake, but that
they also pay more stable insurance rates than the less-pre-
pared.

4 There are many sources of information about the earth-
quake risk, including the U.S. Geological Survey, the Uni-
versity of Memphis Center for Earthquake Research and
Information, and the Central United States Earthquake

k
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Business Insurance welcomes tet-

ters to the editor. The section is in-

tended to be a forum for readers'

opinions and comments. We Teserve

the right to edit letters for clarity or
space. We wilt not publish unsigned
Letters. Please send your letters to *
Letters to the Editor, Business Insur- |
ance, 740 N. Rush St., Chicago, Itt. 1
60611; fax: 312-280-3174; e-mail:

pwinston@crain.com g

rier and merely get in the way. In our way of
thinking, state regulators do not get in the
way of commerce but in fact, help it thrive.
State insurance regulators have a long and
proud tradition of sound, effective oversight
of the insurance industry. We in Wisconsin
would put our record of protection up
against that of the protections offered by fed-
eral savings and loan or banking laws any
day of the week.

With respect to the current National Assn.
of Registered Agents & Brokers proposal,
state regulators working together have
stayed ahead of the federal government. For
years, agents have dealt with a traditional
state licensing system. This whole process is
developing into a streamlined, electronic sys-
tem right before our eyes.

State regulators in association with the

1

Consortium. In some communities, such as Memphis,
Tenn., business and government coalitions have been
formed to assess and improve disaster preparedness. The
Internet also can be a source of leads for obtaining addi-
ti(mal information.

We encourage risk managers to learn more about their
exposure to this seismic zone and also to take steps to edu-
cate others within their organizations and within their
communities.

Risk managers far beyond the Mississippi Valley also
should be aware of their considerable exposure to New
Madrid losses. Businesses that rely on transcontinental
supply routes, energy transmission lines that pass through
the region and those with suppliers and customers in the
New Madrid zone, to name but a few contingent exposures,
should work to minimize their possible losses.

Preparedness will mean the difference between surviv-
ing a quake and continuing to operate, or being shaken out
of business pennanently.

Letterc

Technology helping state oversight of agents
To the editor: We read with obvious inter-

est the Oct. 13 editorial, "NAIC: Step Up or
Aside," and would like to set the record
straight.

First, let us say that articles similar to this
appearing in various publications over the
past several weeks neither provide actual
progress nor do they reflect the success of the
NAIC's Producer Information Network

Working Group. While the accomplishments
of this group are not a secret, they certainly
have not been recognized.

As you are aware, Congress is considering
many changes to the financial services indus-
try, including insurance. As the businesses of
banking and insurance become more techni-
cal and more advanced, there is more of a
push to modernize the regulation of these in-
dllstries.

To many in the financial services indu5tly,
it means doing insurance without having to
deal with state regulators. They claim state
insurance regulators are an unnecessary bar-

National Assn. of Insurance Commissioners

have been working on projects called the
Producer Database and the Producer Infor-

mation Network. That PIN Working Group
is three successful years into its original five-
year plan charged with electronically con-
necting state licensing functions and stream-
lining the agent licensing process.

The first step took place two years ago,
when a nationwide producer database was
developed to facilitate states' and the indus-
try's ability tc track information regarding
licensed agents. We are proud to say Wiscon-
sin became the first state to join the PDB
with our agen: licensing information. Since
then, Iowa, Washington, Florida, Missouri,
Texas, North Dakota and Michigan have
joined the database. We now have more than

See Iktters on page 36

Wrong word changed meaning
To the editor: Your Oct. 20 issue con-

tained an article, "Easing HMO Compar-
isons," about the Foundation for Account-

ability's new framework for communicat-
ing quality information to purchasers and
consumers.

The article says that one issue the frame-
work addresses is the " .problem of du-
plicity in data." The Foundation has never
accused any professional or provider orga-
nization with "deliberate deceptiveness in
behavior," which is the American Heritage
Dictionary's definition of duplicity.

Rather, we are concerned with duplica-

tion and expect that the framework will
help to rationalize data collection efforts,
allowing data from many sources to be ag-
gregated and summarized to meet pur-
chaser and consumer needs in an easy-to-
understand manner. It will also help focus
measurement development efforts at FAC-
CT and elsewhere.

Alan Peres
Board member

Foundation for Accountability
Manager-Health Care Policy

Ameritech Corp.
Chicago
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Here's a revealing

fact, TIG Re, a mere

10 years after first

opening its doors,

is America's ninth

largest reinsurer and

fourth largest broker

market reinsurer. Our

product offering now

encompasses a full

range of specialty

casualty, specialty

property, traditional

property & casualty,

reverse flow, inter-

national, finite risk

and facultative.

4ntk
1981 / U 1997

STAMFORD LONDON

Our reach is truly

global, with a London

branch office and a.

Lloyd's syndicate.

We have expanded

into Latin America

with operations being

coordinated out of

our office in Miami.

TIG Re is rated "A"

(Excellent) by A.M.

Best Company and

has $661 million of

GAAP equity.

Some might call that

a remarkable decade.

We call it a good start.

Thank you, our loyal

clients and brokers,

for helping us earn

our stripes.

For more information

about TIG Re, call

Jackie Hayes at

1-203-977-8000.

54

TIGRE, TIGRE
FEUNE

FINE ...

TIC REINSURANCE®

MIAMI ATLANTA CHICAGO COLUMBUS DALLAS HARTFORD LOS ANGELES NEW YORK PHILADELPHIA SAN FRANCISCO

© 1997 Artists Rights Society (ARS), New York/ADAGP, Paris.
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serious R&D.

Total risk management demands a totally new culture. Creating
that culture is only one of the reasons ZRC combined with the
reinsurance expertise of Centre Re to become Zurich Reinsurance
(North America). Now, creating new solutions is less about

experimentation and more about applied research. Come talk with
the one company that can do the work of many.

one call service -=4 
1-888-900-ZRNA (9762) http://www.zurichre-na.com
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PARCA
Continue(/ from page 1
health care plans.

These liability provisions in the
legislation specifically would amend
thi. Eniployee Retirement Income
Security Act. which pre-empts state
rules and laws that relate to em-

ployee benefit plans. Under ERISA,
empl()vees can recover only actual
damages and in some cases legal ex-
penses.

PARCA, say critics, would expose
employers to legal action-and po--
tentially huge damage awards-for
actions over which they had no or
little control.

For example, an employer that
contracted with physicians to set up
a health care network could face li-

ability if a physician macie a mis-
take and injured an employee.

"ERISA was set up to maximize
the amount of money that would go
to pay for benefits. This bill would
maximize the amount of money that
would go to the plaintiffs' bar. It i,s a
trial lawyers' bonanza," Mr. Weller
said.

However, a new version of the bill
Rep. Norwood introduced last week
would preserve the ERISA shield
against damages awarded under
state law if an employer did not ex-
ercise "discretionary authority to
review and make decisions oil

claims for plan benefits." This may
provide only limited protection, be-
cause many employers may review
decisions made by plan administra-
toi·s involving very large claims, said
Henry Saveth, a Mercer principal in
Washington.

• Make self-funded employers re-
sponsible for establishing health
care quality improvement pro-
grams. These programs would have
to "systematically and continuously
assess and improve" the health of
every participant in its health care
plan.

Critics say they have no idea how
employers could run such programs:
noting, for example, that for such a

program to work, employers would
have to know the health status of

employees before hiring them-in-
formation they would certainly
lack.

• Require employers to evaluate at
least once a year all health care pro-
fessionals that apply to be in their
networks. The bill does not specify
evaluation standards: such stan-

dards would be developed based on
the advice of professional associa-
tions. health professionals and
providers.

Even if its network was full, an

employer still would have to go
through the evaluation process of
health care professionals that ap-
plied, signi j i cantly adding to its ad-
ministrative costs.

• Take away From emplovers the
right to decide which health care
services it will cover. Under the

measure, employers and other
providers of health care plans could
not discriminate in the participa-
tion, reimbursement or indemnifi-

cation of a health care professional
certified under state law.

That provision could require em-
ployers to reimburse those provid-
ing seivices emplovers never intend-
ed to provide.

.Some states license naturopaths,
homeopathic pi·actitioners, massage
therapi>;ts and many others not or-
dinarily covered in many reputable
health insurance pl:ms," Tom Emer-
ick, vp of benefits at Wal-Mai·t
Stores Inc. in Rogers. Ark., told a
congressional panel last month.

• Erocie employers' ability to es-
tablish preferred provider networks.
Under the measure, an employer
that selects a hospital and its ac-

credited physicians to be in its net-
work could not bar other physicians
from being in its network because

they were -lot affiliated with or did

not have admitting privileges to the
hospital with which _1 contracted.

That pic,vision, says Mr. We.ler,
would cripple employers' ability to
select physicians on the basis of

plan participants on the tasis of
"anticipated need" for services.

"It appears that :-le government
and the courts could be invclved in

deciding what Sel·vices air rredical-
ly r.ecessary," Rep. Fawell saic.

'A big education effort is needed. We are
trying to educate members that this bill
goes way too far,' says Leslie Pryor of the
National Assn. of Wholesaler-Distributors.

quality, innovation, cost ancl ser-
vice.

•Have tne government decide
how much cd a point-of-service plan
premium employers could shift to
employees.

In additim, one provision bars
discrimination attainst health cai·e

Ir. all, "This is the worstt piece of
hea-th care legislation introduced
this congressional session, ' said
Nci_ Trautwein, manager of health
care policy at the U.S. Chamber of
Ccmmerce in Washington

"It is a dastardly b-11 ' coniudes
Leslie Pryor, senior d_rector of gov-

ernment relations at the National

Assn. of Whole.Eler-Distributors in

Washington.
Suppoiters of the measure,

though, look at it diff?rently. Rep.
Norwood says tte bill is a response
to a managed care industry that
wants "all of the powe.· ancl none of'
the responsibility.

"Today, there is simply no public
policy establishing minimum pa-
tient protection for self-insured
managed care plans in this country
because Congress has not completed
its work," Rep. N-,rwood acids.

But from an employer pei:spec-
tive, "It is a wish list by the medical
community on what to do about ev-

erything they do not like about the
health care system," said James
Cole. manager of health programs at
Franklin Electric CO. Inc. in

Bluffton, Ind.

How widespread suirport for the
measure is at this point is unclear.
Mr. Weller· says niany congressmen

who have signed on to the bill as co-
sponsors (lid so as a response to the
public backlash against certain
managed care practices. But few
cc,ngressmen have any idea what the
measure actually would do, he says.

"A big education eff'ort is needed.
We are irving to educate members
that the bill goes much too far," says
the NAW's Ms. Pryor.

What could work against the bill's
chances. noles Mr. Savoth, is grow-
ing comparisons to the measure to
President Clintons failed effort„

"The Republican leadership is
saying that this sounds a lot like
'ClintonCare' and that we have to be

very careful" in this area, Mr.
Saveth added.

But employers need to get more
involved in the lobbying effort
against the measure, some say.

"I hope we do see a greater level of
effort among the employer commu-
nity. These are not small issues,"
Mei cer's Mi. Kerby said. Ig]



MBK Real Estate names risk manager
9 Gordon L. Adams has been named

 director of risk management at MBK
Real Estate Ltd., a real estate devel-
opment and construction firm in

i Irvine, Calif.

} Mr. Adams, 47, comes to the newly
1 created position after serving in a
 claims and risk management job
f with Pacific Enterprises, a Iks Ange-
 les-based utijity.
F As director of risk management,
' Mr. Adams is responsible for insur-

ance and risk management at MBK
i and its six subsidiaries.
r He will report to Dale A. Kemp,
 senior vp and chief financial officer.
I Mr. Adams holds a bachelor of sci-

} ence degree in marine transportation
' from the U.S. Merchant Marine

Academy in Kings Point, N.Y. He
earned a master of business adminis-

Comings & Goings: Buyers

tration degree from Pepperdine Uni-
versity in Malibu, Calif.

Mr. Adams holds a California Fire

& Casualty Insurance Brokers li-
cense and is a member of the Risk &

Insurance Management Society Inc.
***

« Henry C. Kramer has been ap-
pointed vp-human resources at Hjlb,
Rogal & Hamilton Co.

Mr. Kramer, 53, joined the Glen
Allen, Va.-based insurance broker-
age after serving as vp of human re-
sources for the U.S. retail brokerage
unit of Alexander & Alexander Ser-

vices Inc. In the newly created posi-

tion, Mr. Kramer reports to Timothy
J. Korman, executive vp.

He earned a bachelor of science

degree in business from the Univer-
sity of Baltimore.

***

Alan V. Burkett, 30, will provide
loss control services to Greenville

County, S.C., in his new position as a
loss control consultant with Hewitt,
Coleman & Associates.

Hewitt, Coleman recently con-
tracted with the county to provide
those services from its Greenvule,
S.C., location.

Mr Burkett previously worked as

a loss control specialist with the Col-
orado Compensation Insurance Au-
thority. In the newly created position
with Hewitt, Coleman, he reports to
Ron Graves, senior vp of loss control.

Mr. Burkett received a bachelor of

science in management from Clem-
son University in Clemson, S.C.,and
earned the Certified Safety Profes-
sional designation from the Board of
Certified Safely Professionals.

We'd Wce to report on sta#changes
in your company's risk management,
safety and employee benefit depart-
ments. Contact Michael Bradford,
Associate Editor, Business Insur-
ance, Suite 114, 895ON Central Er-
pressway, Dallas, Texas 75231; 214-
361-2295;faxm 214-696-1936. Ptease j
send a photograph, too.

Ironically, some of the business practices that

are designed to save you money can actually put

your bottom lineat risk. For example, outsourcing can

lead you to use vendors that may not be integrated

into your loss prevention program. Consolidation

has eliminated redundancy, and for those utilizing

Just In Time Pr6duction, there's no inventory if your

manufacturing system shuts down. And where

does that leave your product? Off the shelves.

I

The key to global risk management in this business

environment, then, is a partner who offers expertise

in helping customers manage risk. A partner such

as Allendale Insurance. We can measure and

4uantify exposure in places you didn't even know

you were vulnerable And with offices and partners

around the world, we can help advise you on local

regulations and conditions. Equally important, we

can do all of this cost effectively. Because as

devastating a5 a catastrophic fire is in person, it

can be just as devastating on paper.

FACTO,: AL SYSTEM

© 1996 Allendale Insurance:-P.O.{Box 7500 Johnston, Rhode Island 02919

6Medicine 
Continued from page 3

That combination of drugs was
prescribed to 18 million Ameri-
cans last year.

It is the sheer number of poten-
tial plaintiffs that make medical
monitoring claims involving drug
and medical products a high-risk
exposure for manufacturers, Mr.
Sanner said during Hinshaw &
Culbertson's ninth annual risk

and insurance symposium recent-
ly held in Chicago.

"The simple size can be breath-
takingly enormous," he noted.

"In the drug liability world, I've
been involved in a number of

medical monitoring claims where
the class exceeded 10 million

plaintiffs," he said.
Other questions and issues also

arise, making medical monitoring
lawsuits a difficult risk for risk
managers to assess.

For example, courts have not
specifically addressed the defini-
tion of the percentage or level of
risk needed to justify a medical
monitoring claim, Mr. Sanne
said. How much does the risk have
to increase from the normal risks

associated with the drug? he
asked.

"If I take diet pills, do I have a
10% increased risk of getting pul-
monary hypertension?" he asked
rhetorically.

In addition, the latency period
of exposure to develop the disease
is indefinite, he said.

The sheer number of

plaintiffs make drug
liability cases a high
risk for manufacturers,
says Thomas E. Sanner.

"HoW many years do you have
to test?" Mr. Sanner asked. "It's

an open issue in the law today,"
he said.

Another contentious issue oc-

curs when medical monitoring
plaintiffs end up developing the
alleged injuries.

If a company settles a medical
monitoring claim and through th€
testing, an individual is diagnosed
with the injury that another group
sued and received damages for
can t:he individual come back and

sue? Mr. Sanner asked.

Most states have a "split cause
of action clause" that might re-
strict people who have recovered
money from a medical monitoring
claim from filing a second suit if

the disease actually develops, h€
said.

However, a California court-
t:he only court to address this issue
with medical monitoring claims-
ruled that the exclusion rules do

not apply, according to Mr. San-
ner.

"I don't know what the evolu-

tion of this will be, but it's a scary
thought," he said.

One way that employers can
fight medical monitoring claims is
by picking a specific jurisdiction,
Mr. Sanner suggested

While a majority of courts today
allow recovery of medical moni-
toring costs absent any physical
injury, a few courts still hold that
a plaintiff must be injured to sue,
he said.

He also suggested drug and
medical product manufacturers
focus on alternative reasons be-

hind the relationship between
their products and the alleged in-
juries. There may be some othei
cause triggering the illness, h€
said. Ell
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RCRA Superfund My concern is that has to be from a legis_ative per- 'As Sen Chafee pointed out, and Cost of Cleanups," says
people would perceive it as being spective," saic Mr Hobbs of ECS 916 potential sanngs that would "Three key requirements under
a fix for Superfund and therefore Site-specific cianges 'Just are not zesilt from this type of legislation the Resource Conservation and

Continued from page l reauthorize Superfund as it iS," enough I'm really a lot mcre in exceed what they authorized for Recovery Act that govern haz-
Mr Haight, who lS director-risk said Mr Haight fapor of what toe GAO refersto as St.perfund; satd Mr Ovenden, ardous waste management-land

management for CF Industries in Although several Superfund re- a unitary approach of e remp:ing referring to Senate Environment disposal restrictions, minimum
Long Grove Ill , noted that RIMS form bills have been recently in- all remeciation waste from RCRA and Public Works Committee technological requirements and
has not been involved in RCRA re- troduced, no bill has made it to I think that's really the mo:t om- Chairman John Chafee, R-R I, requirements for permits-can
form efforts the floor of either chamber o: prehensive waj of handling the wh  .s part of tne reform push have negative effects when they

He added that he would not lake Congress this year Attempts ir prcblem " The GAO report noted that the are applied to waste from
to see RCRA reform trump refcrm the two most recent congressiona- "There's a substan:ial an-,unt EP l's own estimates of savings cleanups The requirements have
of Superfund, which has long sessions also have failed, leaving of money inolved,1 sail Tom f -om remed_ation refcrm range been successful at preventing fur-
been one of RIMS' chief legiala- RCRA reform as the most likeb Ovenden executive directo-c·fthe f -om $12 bi_lion to $21 billion thercontaminationfrom ongoing
tivs goals avenue for business to get any leg- Multi-Industry RCRA Coallt on- anrual_y, cepending on how Industrial operations, according

I have a real concern about islative relief from existing pollu- which supports reform-and o of broad tne reforms are to EPA cleanup managers
this, because while it does fix tion hability laws The Technical Group Inc a The GAO report, "Hazardous "However, when the require-
some problems with environmen- "The whole idea of coming up Washington-based envircnmental Waste Remediation Waste Re- ments are applied to remediation
tal remediation, it's not a fir For with any sort of solution clearly consultant qucements Can Increase the Time waste, which includes sludge, de-

bris and contaminated soil or

groundwater that lS excavated or
moved during a cleanup, they can
pose barners to cleanups Because
much remediation waste does not

TZ»+ pose a significant threat to human
health and the environment, sub-

jecting it to these three require-
ments in particular can compel

E parties to perform cleanups that
are more stringent than the EPA,

A A the states, industry or national
environmental groups believe are
necessary to address the level of
risk, increasing the time and cost

e A 0 of cleanups Consequently, EPA
and state program managers and

L
.

industry representatives main-1 Xi

*·e'l tain parties often try to avoid' :' ..04818[ IT 4 . .t nrr:f ?fr, 1 - .., ,·#Jd%97«-€S r -·;:; - '·«
- ys'r.kY $ triggering the requirements byI . '_.iri . -AY]5,6 f 2- *49 031'

r
··,r Br'

. containing waste in place or by
- ':A

-.

abandoning cleanups entirely "
. The issue has plagued business

r

t
. $1 C

=e

' , for years, noted several pro-re-
form observers

-

':,1 -Het E- I
.-

-- = '.:::f , tat)#f i,t. -.fls.,f: i It's been here for the past sev-
-

1 eral years in that many RCRA re-
.-

t
t

'Z, - forms have been achieved through.' .*I. l-
.. the regulatory and legislative pro-

cesses But there still is a regula-
tory glitch with respect to remedi-
ation waste, where RCRA imposes
remediation requirements on a
one-size-fits-aLl basis," said Geoff

Hui'witz, the Wa*mgton-based
director of government relations
for the Rohm & Haas Co in

Philadelphia
The statute makes no distinc-

tion between remediation and

process waste The law requires
companies to deal with waste
from remediation the same way
they would deal with process
waste under the mixture and de-

.

rived-from rule In shorthand,
that means all process wastes are

1
t generally treated as hazardous

wastes

"Under this one-size-fits-all ap-
proach, even remediation wastes
are treated as hazardous waste,

which drives up the cost and does-
n't yield any commensurate bene-
fit," added Mr Hurwitz

flit "The EPA says when you dig up
a shovelful of contaminated soil,

e you have just generated a waste,
which means you cannot put itdr:K'

=01 r back down on the ground unless it
t

meets land disposal restrictions
and is in a minimum technology

. unit," said CMA's Ms Kellogg
The derived-from rule says that

anything that lS derived from a
hazardous waste must be man-

aged as a hazardous waste The
mixed-with rule says that any-
thing that lS mixed with a haz-
ardous waste must be managed as
a hazardous waste, she pointed
out

. 1

"The regulators at EPA say,
'We're caught in a box, and we

.

can't let you out
"This is not a major reform of

..

RCRA It's what we call a rifle

shot The idea is to get a very nar-
0 1

row change This is directed sole-
.. ly at so-called remediation

0 0 ...
waste," said Harvey Alter, direc-
toi-resource policy at the U S
Chamber of Commerce ln Wash-

ington

"The proposal is to simplify lt,"
he said

--
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There's a whole new focus on

Alternative Risk markets at

Swiss Re America.

During 1997, you've been
hearing about our many new
initiatives and meeting our newest
team members.

This is happening in New York
and around the country in each
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66Be sure that you return it."
If you're racing through this issue of Eusiness Insurance because you
"borrowed" it from a colleague, you should have your own subscrip-
tion. Then you'll be first on the list. You can take as much time as you
like with all of Business Insurance's exclusive worldwide news of loss

prevention, risk financing and benefit management every week.

To subscribe, use the card in this issue
or Call 1 (800) 678-9595 Toll-Free.

Ask about our

special 20%-off
group subscription
rate for five or more

subscriptions. A
great way to save
money. And avoid
pass-along problems.

Subscription Rates in US. Dollars

for 1 year, 52 Issues.
USA $87

Canada/Mexico  ; $1054
All other countries

by expedited air. $2()5

* Price includes Canadian GST.

Bumbless
insur¢mce

Subscription Dept.
965 E. Jefferson

Detroit, MI 48207

Outside the USA

Call (313) 446-0450

Affordable
InPhoto

<This is not an oxymoront'

Bill Kizorek, president of InPhoto
Surveillance, has created highly
competitive, customized

surveillance packages for clients th I
coast to coast. ..,/i

D

His nationwide staff 9,""\ 0. 1
of full-time, fully insured , J.,Lt 0.1 :

.a J ...» I.

(including vehicles), licensed
\I.---61==

investigators has enabled  .Ar' --I/
4 li

InPhoto to provide locally TH

priced service on a national basis.

For further information on *B

I ,
customized surveillance packages , ,I .

contact Jeff Richardson at +

-= R ·.

..·.,M- 2. -f

InPh*to Surveillance
USA Toll-Free: 800-822-8220 • Fax: 800-752-0720

International: 630-955-0940 • Fax: 630-955-0801 . B.r ->I.r-f..A
E-Mail: inpho@inphoto.com ,/ I ..E./2/'ll'll'llilill'll

World Wide Web: http://www.inphoto.com41}Dhott,mE%
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Mudge president
at Golden Eagle

William J. Mudge was named to

the newly created position of pres-
ident and chief operating officer of
Golden Eagle Insurance Corp., the
San Diego-based insurer that Lib-
erty Mutual Group assumed con-
trol of last August.

Previously, Mr. Mudge was chief
underwriting officer at Industrial
Indemnity Co. and COO of the in-
surer's California workers com-

pensation operations.
In other insurer changes:
William 0. Bailey, chairman,

Mr. Beard succeeds Frank Kinnett,
who was named CEO and vice

chairman of the Georgia opera-
tions.

Reinsurance

James A. Crowe named chief in-

formation officer of Constitution

Reinsurance Corp. in New York.
Stephen Breen named senior vp-

aviation underwriting at Risk Cap-
ital Reinsurance Co. in Greenwich,
Conn. Previously, Mr. Breen was

Comings & Goings: industry

president and chief executive offi-
cer of Terra Nova (Bermuda) Hold-
ings Ltd. in Hamilton, Bermuda,
will retire from the company next
May. At that time, John J. Dwyer,
deputy chairman and president of
Terra Nova's Bermuda operating
company, will become chairman of
the holding company, and Nigel
Rogers, deputy chairman and
managing director of Octavian
Syndicate Management, Terra
Nova's Lloyd's of London operat-
ing company, will become presi-
dent and CEO.

John N. Molbeck will join HCC
Insurance Holdings Inc. in Hous-
ton as its president in January. He
is a senior executive with Aon

Group Inc. and succeeds interim
President Frank J. Bramanti, who
will concentrate his efforts on

mergers, acquisitions and corpo-
rate financing.

Armin W. Blumberg named
president and CEO of Carolina Ca-
sualty Insurance Co., the Jack-
sonville, Fla.-based subsidiary of
W.R. Berkley Corp. Mr. Blumberg,
formerly president and CEO of
Nautilus Insurance Co. and Great

Divide Insurance Co., both sub-

sidiaries of W.R. Berkley, succeeds
Michael J. Snead, who was named

chairman of Berkley subsidiaries
Admiral Insurance Co. and Nau-

tilus. Thomas M. Kuzma, vp-prop-
erty/casualty underwriting at
Nautilus, succeeds Mr. Blumberg.

K. Bruce Connell named execu-

tive vp of EXEL Ltd. in Hamilton,
Bermuda, with responsibilities for
the company's reinsurance opera-
tions. It is a new position.

Brokers

Jamie Cunningham named chief
administrative officer of Willis

Corroon Corp, southwest region in
Phoenix, and chief operating offi-
cer of Willis Corroon Corp. of Ari-
zona.

J. Douglas Strohl joined the
Charleston, S.C., office of Palmer

& Cay as vp in the firm's commer-
cial insurance division. Mr. Strohl

previously served as senior vp and
account executive at Alexander &

Alexander Services Inc. and John-

son & Higgins.

Joe Labetti named managing di-
rector of the U.S. risk control con-

sulting division of Sedgwick Inc.
in Memphis, Tenn. Mr. Labetti for-
merly was with the Travelers In-
surance Co.

Also at Sedgwick, James K.
O'Reilly Sr. was named chairman
of the newly formed gaming divi-
sion and gaming industry focus
group for Sedgwick of Nevada Inc.
in Las Vegas. Previously, Mr.
O'Reilly was vp-gaming indus:ry
division for Aon Group in Las Ve-
gas.

Frank Beard named president
and managing executive of Sedg-
wick of Georgia Inc. in Atlanta.

with Willis Faber North America

as a broker in the aviation and

space insurance and reinsurance

industry.
Rob Lee Womack Jr. named se-

nior vp in the underwriting divi-
sion of LaSalle Re Ltd. in Hamil-

ton, Bermuda.
Sam McCroskey joined Ameri-

can Re-Insurance Co. in Princeton,
N.J., as vp with responsibilities for
developing domestic insurance
company operations opportunities
within the Am-Re Financial Prod-
ucts unit.

Michael D. Schnur, managing
director of Guy Carpenter & Co.
Inc., named head of the reinsur-
ance intermediary's Chicago of-
fice. Previously, Mr. Schnur was
executive vp of Aon Re Inc.

W. Thompson Barberi, Robert
W. Colantuoni and James J. Far-

relly named vps at Odyssey Rein-
surance Corp. in New York.

Rick Pagnani joined Swiss Re
America in New York as director

of the professional services unit in
the company's alternative risk
transfer division and is a member

of senior management. Mr. Pag-
nani previously was a senior vp in
charge of Zurich Reinsurance Cen-
tre's professional liability treaty
department.

Romain Durand named manag-
ing director of SCOR Vie, SCOR's
life reinsurance division in Paris.

Previously, Mr. Durand was chair-
man and managing director of La
Baloise France.

David Scherr joined Cologne
Li fe Re in Stamford, Conn; as vp
and corporate actuary. He previ-
ously was head of the U.S. corpo-
rate actuarial department of Swiss
Re.

Other suppliers
Robert D. Morlot joined Deloitte

& Touche L.L,P.'s human re-

sources strategies group to lead its
Tri-State region learning and de-
velopment practice in New York.
Previously, Mr. Morlot held senior
management positions with An-
dersen Consulting and Develop-
ment Dimensions International.

Thomas J. Brown named chief

executive of the World Insurance

Network, the London-based elec-

tronic network jointly owned by
the world's four largest insurance
brokers. Mr. Brown, formerly
managing director of Royal Insur-
ance Global Ltd., succeeds Richard
Wales and David Evans, who were
acting co-chief executives.

Dr. Robert S. Epstein named
chief medical officer and senior vp
of Merck-Medco Managed Care
LLC. in Montvale, N.J.

Edward P. Holleran named ex-

ecutive vp of field operations for
Presidium Inc., the San Francisco-
based fully integrated suppli-
er of disability management ser-
vices. Ell
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insurer Topics

Seeking a cure for health care fraud
Data sharing, greater claims scrutiny help combat growing problem, experts say

By REGIS COCCIA

nsurance cnme is on the rise,

I and one of the fastest-grow-
ing segments is health insur-
ance fraud, industry esti-
mates show.

Although comprehensive
data is not available and dollar esti-

mates vary, sources agree that insur-
ance fraud is a multibillion-dollar

problem and growing.
"Estimates of what we lose to

health care fraud range from 3% up
to 10% of what we spend on health

$10.2
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2 Washington

$1.0
Oregon $604.8

Idaho

$796.0
Nevada

$2.2
Arizona

care in a year," said Bill Mahon, ex-
ecutive director of the National

Health Care Anti-Fraud Assn., a

Washington-based non-profit orga-
nization aimed at improving the de-
tection and prevention of fraud. The
NHCAA's members indude private
health care payers and government
agencies.

"We're spending upwards of $1
trillion on health care, so we're look-

ing at an estimated minimum of
$30 billion a year. It's safe to assume
we're talking tens of billions of dol-
lars," he said.

Where the fraud is

Federal Bureau of Investigation
statistics indicate that health care

fraud costs insurers and other payers
$100 billion a year, and the General

Accounting Office estimates that up
to 10% of the nation's health care

spending involves fraud.
The Coalition Against Insurance

Fraud, a Washington-based group
supported by insurers, consumer or-
ganizations and law enforcement
agencies, estimated that fraudulent
health care claims totaled $59.1 bib

lion in 1995, the latest year for
which data was available. That was

State-by-state estimates of insurance fraud, based on 1995 data
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LOOKING TO MERGE OR ACQUIRE?

i RJ :

DON'T LEAVE IT TO FORTUNE

Get the professional counsel vou need
to see things clearly

As a leading insurance MRA specialist, Gill and Roeser, Inc. was the principal
adviser on nearly a third of the $100 million and smaller property and casualty
deals which closed last year. Our services include finding acquisition targets,

evaluation and analysis, deal structure and financing.
For more information, call Kirk Roeser, president, at 212-972-4880.

Gill and Roeser, Inc., 535 Fifth Avenue, New York, NY 10017

an increase of more than 10% from

the year before.

Means, opportunity, motive

A large part of the problem lies in
public acceptance of dishonesty in
dealing with insurance companies.
Insurance executives recognize and
previous studies have shown that
many individuals do not object to
"soft" frauds such as padding daims
and understating information to re-
duce premiums.

In fact, an actuarial rule of thumb

euphemistically says that "9% of the
population will be less than straight-
forward" in reporting daims or rep-
resenting risk data, said lawrence M.
O'Rourke, director of group life and
disability underwriting and services
at Hartford Life Insurance Co. in

Simsbury, Conn.
Many policyholders misrepresent

their age or health, he said. "Even
the little things affect the price of the
policy," Mr. O'Rourke noted.

Given human temptation and op-
portunity, it's small wonder that
health care providers and insurance
professionals are joining in on a
growing number of schemes.

So far this year, the Coalition
Against Insurance Fraud has tracked
249 instances of serious fraud-

those costing $100,000 or more. The
coalition found that 32% of those

cases have involved medical profes-
sionals, while 16% involved insur-

ance agen8 or executives.
The NHCAA continues to see vari-

ous forms of provider fraud, from
padding daims to fabricating daims
to "upcoding," or billing for costlier
services than those provided, Mr.
Mahon said.

Medical professionals aren't the
only ones cashing in on fraud, how-
ever, he said. In South Florida, "there
is a migration of people out of the
drug-trafficking business into health
care fraud," Mr. Mahon said. "It's

safer and Ws profitable"
Professional criminals are putting

together phony laboratories or clin-
ics for the sole purpose of billing
health care payers. "It's a dassic case
of phantom providers," in which
con artists steal provider names and
their billing numbers, he said.

"They flood multiple payers with
hundreds or thousands of claims.

Then, when insurers realize what's

going on, (the criminals) are already
gone. They've set up shop five ZIP
codes away and are doing the same
thing in a slightly different form,"
Mr. Mahon explained.

A Southern California sting un-
covered another type of fraud re-
cently, Mr. Mahon said. A group of
15 physidans from Tijuana, Mexico,
had been billing U.S. insurers for
emergency medical treatment pro-
vided to Americans, but the "emer-

gency" services actually were cos-
metic surgery, he said. The doctors
had used a San Diego billing agency
and were arrested when law enforce-

ment officials lured them to the

agency.
Institutional fraud is another

trend taking huge amounts of mon-
ey away from Medicare, Medicaid

03

and private health care payers, Mr.
Mahon said.

In the past four years, several hos-
pital chains and laboratories have
paid hundreds of millions of dollars
to settle federal government investi-
gations of their practices.

For example, National Medical En-
terprises Inc. of Santa Monica, Calif.,
in 1993 and 1994 paid $125 million
to six insurers and $379 million to

settle a Justice Department probe al-
leging NME submitted fraudulent
psychiatric claims (BI, July 11, 1994).

Ongoing government investiga-
tions are a "dear indication of fraud

in the system today," he said.
"People ask, 'Is there more fraud or

are you just getting better at detect-
ing fraud? Mr. Mahon said. "The

answer is yes to both. Insurers are
getting better at detecting fraud. At
the same time, the pot of money (in
health care spending) keeps getting
bigger every year."

Putting a stop to fraud

Insurers can defend against fraud
in several ways, Mr. Mahon said.

The solution to the health care

fraud problem is "partly technology,
partly information sharing and con-
tinuing to rely on insureds them-
selves," he said.

Greater information exchange
among insurers can help spot pat-
tems of claims, such as those filed by
crime rings, he said.

Electronic data interchange, en-
abling insurers to accept paperless
claims, is helpful from an adminis-
trative standpoint, but without safe-
guards, it can make life easier for
criminals, too.

"You could be giving speed and ef-
ficiency to the crooks as

well as your own claims system,"
Mr. Mahon noted.

The more links an electronic sys-
tem has between payer and
provider, the greater the risk that
someone may alter data, he warned.
Insurers must pay close attention to
who handles daims submitted elec-

tronically.
In addition, beneficiaries should

receive an explanation-of-benefits
form, which can help in spotting er-
roneous information. For example,
if a patient knows the doctor or-
dered a simple test but the claims
statement indicates some other pro-
cedure, that should raise a red flag.
"The EOB should be one of the first

lines of detection of discrepancies,"
Mr. Mahon said.

Claims departments are at the
front lines in insurers' fight against
fraud, and that is why companies
such as Hartford Life have reorga-
nized their daims departments to

See Fraud on page 20D
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RISK MANAGER OF THE YEAR

AND RISK MANAGEMENT

HONOR ROLL AWARDS

These awards recognize individual

accomplishments in the field of risk

management. For nominating forms and

rules, call or fax:
phone: 312/649-5319

fax: 312/280-3174

EMPLOYEE BENEFITS

COMMUNICATION AWARDS

These awards honor employers for

excellence in communicating employee

benefits programs. For entry forms and
rules, call or fax:

phone: 212/210-0299

fax: 212/210-0704

WORKERS COMPENSATION

CONFERENCE

Presented in conjunction with IBF
Conferences, this event addresses the

specific concerns of corporate executives

managing workers compensation programs
and rehabilitation services. Sessions cover

this rapidly changing environment and

creative and innovative strategies to curb

costs. For details on registration or
exhibition, call or fax:

phone: 212/210-0299
fax: 212/210-0704

Or contact:

Alexandra Scott, IBF Conferences
212/279-2525

ON-LINE SERVICES

Now you can findBusiness Insurance on the World Wide Web.

BI'shomepage includes many importantdepartments, including

... UPDATES for late-breaking news posted each Friday ...

INTERNET ARTICLES from pastissues... a DATEBOOK of

searchable industry-wide meetings and events... WEB LINKS

listing sites on the web of interest to risk and benefit managers

... ONLINE FORUMS for users to exchange information and
ideas ... and much more:

http://www.businessinsurance.com

ARTICLE FAX SERVICE

For article photocopies sent by faxon thesameday, calluswith

your credit card information, specify BI issue date and article

headline. Thechargeis $7.50percopy*erarticle. In-publication
directories are not available by fax. Forinformation, call or fax:

phone: 312/649-5398 • fax: 312/280-3174

WORLD CAPTIVE

FORUM

Presented in conjunction with Skandia/

Sinser and Tillinghast-Towers Perrin, this

event addresses alternative risk financing
and the captives market. This forum brings

together innovative captive sponsors and
experts serving the risk financing needs of
corporations and institutions to explore

cutting edge programs. For details on

registration or exhibition, call or fax:
phone: 212/210-0299

fax: 212/210-0704

Or contact:

Judith Harrington, Conference Director
612/928-4659

REPRINT SERVICES

BI's Reprint Department can provide reprints, in quantities of

100 or more, of any article appearing in the weekly

newsmagazine. Legalpermission, complying with U.S. copyright

laws, also can be provided to companies wishing to reprint, on

their own, material appearing in the newsmagazine. For
information, call or fax:

phone: 312/649-5319 • fax: 312/280-3174

SINGLE COPY SALES

To order a current or back issue of Business Insurance, call the

single copy sales division of BI's Circulation Department:
800/678-9595

LIST RENTAL

Portions of BI's subscriber database are available to qualified

companies for list rental. For information, call:
203/532-2519

DIRECTORY OF BUYERS

The 1996/97 Business Insurance Directory of U.S.-Based Corporate Buyers of Insurance, Benefit Plans and Risk Management

Services contains alphabetical listings of nearly 3,100 U.S. corporations. You'll find names and titles of over 17,000 executives

responsible for risk management, employee benefits and more - plus vital statistics on primary type of business, revenue or assets,

and number of employees. To order your copy of this fourteenth edition, available in print or on disk for the PC, call:

313/446-1623

The 1996/97 Business Insurance International Directory of Corporate Buyers Based Outside the U.S. lists nearly 3,800 executives

in more than 700 companies from 27 countries. In addition to address, phone and fax numbers, listings include primary type of

business, currency of the country, revenue or sales, names and titles of CEO and other executives responsible for risk management,
security, benefits, health care and finance. To order yourcopy ofthis third edition, available in both printed bound volume or on disk
for the PC, call:

313/446-1623

DIRECTORY OF MANAGED CARE PROVIDERS

The 1996/97 Business Insurance Directory of Managed Care Providers is published as a special extra edition of W. The directory

contains profiles of HMOs, PPOs and POS plans across the country - organized alphabetically by state. To order, call:
313/446-1623

IN-PUBLICATION DIRECTORIES

Business Insurance publishes more than 20 comprehensive in-publication directories during the year, making access to services and

suppliers easy. Providing detailed listings of firms in specialized areas, BI's directories give readers a direct route to better

management techniques and eliminate frustrating hours researching services and suppliers available in the marketplace. For a listing
of Brs in-publication directories, call:

312/649-5398

For more information, call one of the numbers listed below:

Advertising Information: 212/210-0228

Subscription Information: 800/678-9595

Business
Insurance®

http: //www busi nessinsurance.com
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Bogus Yellow Pages dial up trouble
By REGIS COCCIA

 on tists are letthigtheir fingers do the
walking into insur-
ance industry cof-
fers with solicita-

tions for fraudulent

Yellow Pages listings, a national
non-profit trade organization warns.

The Denver-based Yellow Pages
Publishers Assn. estimates this form

of mail fraud nets $350 million to

S500 million a year soliciting adver-

tisers for bogus Yellow Pages directo-
ries, and insurers, agents and brokers
are common targets. The YPPA rep-
resents 127 Yellow Pages directory
publishers, including all of the Bell
companies, GTE, Sprint and other
independent publishers.

The scams solicit listings of com-
pany names, addresses and phone
numbers for Yellow Pages directories
purportedly circulated over wide ar-

eas or nationwide. But, the bogus di-
rectories typically are sent to the ad-
vertisers themselves and an unsped-
fied number of public libraries,
chambers of commerce, restaurants

and other markets not typically tar-
geted by most advertisers, to appear
to keep their word, the YPPA said.

"The (bogus) directories are of lit-
tie or no value to anyone. They're
distributed to advertisers" and a few

other scattered organizations of little
use to an insurance agent or compa-
ny, said Ed Blackman, executive vp
of the YPPA. "One of the reasons the

Fraud
Continued from page 208

improve efficiency.
Earlier this year, The Hartford in-

creased its anti-fraud resources, said

Todd Gish, finandal manager of The
Hartford's claims department.

The Hartford previously had a few
fraud analysts who investigated
claims themselves, a time-consum-

ing process. Now, the insurer has six
fraud analysts, a full-time special in-
vestigator and has annual anti-fraud
training programs for its claim staff.
As a result, the number of claims re-

ferred to investigators and state
agendes has risen 300%, he said.

"We investigate each (suspicious)
claim to the fullest," he said. "Fraud

is out there for everybody to see. It's
our obligation to shareholders" to
try to stop it.

The insurer also helps stem fraud
by showing how much losses cost.
Once employers see how fraudulent
claims raise premiums, they quickly
want to reduce daims, said The
Hartford's Mr. O'Rourke.

In many cases, rich disability ben-
efits give some workers an incentive
to file claims. "We tell employers,
'Did you know your 70% benefit
plan is making people sick?'" Mr.
O'Rourke said. Reducing benefit lev-
els can mitigate fraud, leaving more
money available to help those truly
in need, he noted.

"Our anti-fraud effort lets us use

our resources on those claimants

who really need our help," Mr. Gish
said. mm

Yellow Pages have been so successful
over the years is it's a complete list-
ing in a specific geographic area."

Despite growing awareness of
business fraud, awareness of bogus
advertising pitches is low, according
to the assodation.

A YPPA survey conducted this
spring found that only 23.1% of in-
surance professionals who advertise
in Yellow Pages directories are aware
of the problem. And, 67.9% of all
Yellow Pages advertisers have never
heard about fraudulent solicitations.

A common element of bogus Yel-
low Pages solicitations is the so-

called "Walking Fingers" logo that
AT&T formerly used but did not reg-
ister or trademark, Mr. Blackman

said. AT&T's desire to promote use
of the Yellow Pages led it to keep the
logo generic, he said.

In the past several years, however,
several telecommunications compa-
nies have stopped using the logos in
their advertising solicitations, he
said. For example, Southwestern Bell
calls its Yellow Pages SWBYPS.

The telecommunications compa-
nies have changed from generic ad-
vertising in an effort to differentiate

their products, rather than as a re-

sponse to the fraud schemes, Mr.
Blackman said.

"When you get a solicitation like

this, theyre truly deceptive and mis-
leading," he said. "When most peo-
pie see the Walking Fingers, they as-
sume it' s from their local directory."

The con artists typically deceive
insurance advertisers by printing
"This is not a bill" or "This is a con-

firmation" on the front but includ-

ing in fine print that returning the
form constitutes acceptance of the
offer to publish and automatic re-
newal each year thereafter.

"As long as they conform to U.S.

Postal Service regulations regarding
solicitation by mail, there isr_'t much
you can do to them," he said.

The U.S. Postal Inspection Service
Continued on next page

A company that manages every medical aspect of catastrophic

injury from any point in the life of the claim, anywhere in

the country. That actually manages cost by ensuring high-

quality treatment and uncompromising medical management,

Now there is a cc

your

-
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is looking into Yellew Pages solidta-
tions for evidence c€criminal activi-

ty and has obtainec more than 100

civil injunctions against companies
that have misled businesses, a Postal

Inspection Service spokesman in
Washington said.

While the bogus solidtations usu-
ally list prices bemeen $100 and
$200 for line listings, a cost even
small agencies can afford, bogus di-
rectories containing thousands of
listed companies can net millions of
dollars.

Taken individuaD, a business get-
ting defrauded of $1(0 or $200 does-
n't excite legislators. but in the ag-
gregate, the fraud is considerable,

Mr. Blackman pointed out.

Because many solicitors are based
outside the United States, stopping
them is difficult, but the federal gov-
ernment is looking into prosecuting
cases of fraud, the spokesman said.

The YPPA advises that advertisers

examine invoices carefully and post
warnings of fraudulent bills within
the company. Insurers or agents that
have been victims of fraudulent Yel-

low Pages solicitations should write
to the solidting companies and indi-
cate that they do not agree to partic-
ipate in any future listings and will
not pay for any existing ones, Mr.
Blackman recommended.

For more information or to report
suspicious billings, contact the Yel-
low Pages Publishers Assn. at 800-
841-0639. mm

working to bring injured workers to higher levels of recov-

ery. That actually deftnes outcomes and guarantees medical

cost. A company, and a way, that puts the lives of everyone

touched by catastrophic injury back together.
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Insurers putting money
into fraud prevention

roperty/casualty in-

P surance companies

are not only enhanc-
ing their fraud detec-
tion efforts, but they
also are investing

more money in anti-fraud pro-
grams, a recent study says.

According to a report released
last month by the Wheaton, Ill.-
based Insurance Research Coun-

cil, property/casualty insurers' di-
rect spending on fraud identifica-

tion and prevention grew to
more than $650 million in 1996

from about $200 million in 1992.

Industry spending on fraud-
fighting efforts likely is even
higher, the IRC said in a state-
ment. In addition to in-house ex-

penditures, insurers typically pay
assessments to help fund state
fraud bureaus and special task
forces to combat fraud, the IRC

pointed out.
The IRC, a non-profit organiza-

mpany that shares

ity in every phase
injury recovery.

DEFINED OUTCOMES

GUARANTEED MEDICAL COSTS

WORKERS' COMPENSATION CASES

ADA

for catastrophic injury.

for life.

I.800.676.6777

COPYRIGHT 0 1997 PARADIGM HEAI'TH CORPORATION

tion created by insurers to com-
pile and distribute information
on industry issues, surveyed 150
insurers that collectively write
about 77% of U.S. property/casu-
alty premiums.

The survey found that:

• A majority of insurance com-
panies said they plan to increase
spending on anti-fraud programs
during the next three years.

More than 25% of respondents
said they will increase such
spending by 10% or more.

• Virtually all insurers in the
survey have some form of anti-
fraud program in place.

In addition, most of the re-

sponding companies operate spe-
cial investigative units, or SIUs,
to help identify fraudulent
claims.

• More than 50% of insurers

surveyed have implemented pro-
grams to increase public aware-
ness of insurance fraud.

According to the IRC, insurers
cited several factors that help in
detecting fraud, including em-
ployee training, SIU investiga-
tions, centralized claims databas-

es and claims managers' support

for anti-fraud programs.

Insurance Research Council Inc.,

211 S. Wheaton Ave., Suite 410,

via the Internet at www. ircweb.org.

Fraud

investigator
honored

An investigations supervisor
for Liberty Mutual Insurance
Co. has been named Investiga-
tor of the Year by the Intema-
tional Assn. of Special Investiga-
tion Units.

John J. Huber Sr., spedal in-
vestigations director for Liberty
Mutual's New York Region per-
sonal market, received the

award at the IASIU Annual In-

surance Fraud Seminar earlier

this year in Charlotte, N.C.
The Investigator of the Year

Award is presented annually to
a person whose investigation
had a significant impact on his
or her company and a positive
effect on the insurance industry
and outside community, ac-
cording to a release from Liber-
ty Mutual.

The IASIU, founded in 1984,

provides education, awareness
and a legislative forum for in-
dustry professionals dedicated
to fighting insurance fraud.

Mr. Huber joined Uberty Mu-
tual in 1992 after a lengthy ca-
reer in law enforcement. He

also has a law degree.
He is the first Liberty Mutual

investigator honored with the
IASIU's top award, the compa-
ny said.
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Provider data key to cutting cost of comp care
Using networks can save money, but insurers must analyze available information

By Gary Angel
and Joel Hadary

A/+**A NEOFTHE
U IMPORTANT

 drivers of workers
0 compensation

/ costs are health
f ... care providers.
I Consequently, finding good
providers is a high priority for
insurance companies and their
customers, employers. However, as

health care is quite complex and
results are not always clear-cut, it is
difficult to reliably determine the
best health care providers. As part
6f the effort to find preferred
providers, insurance companies
spend large amounts of money
with outside companies.

 While provider networks have
grown considerably in the past few

IT Perspective

years, leading insurance companies
are beginning to ask questions:

• Do provider networks actually
reduce cost?

• Can insurance companies build
more effective networks of

preferred providers themselves?
Despite the complexities

involved, advances in information

analysis techniques have made it

possible and practical not only to
answer these questions, but also to
use the answers to benefit

employers, workers, providers and
insurers.

Workers comp claims can be
complex. It is, therefore, difficult to
determine if provider networks
actually reduce cost. Claims have
several elements that make up

ART market's growth
threatening reinsurers
Traditional mold to blame, exec says
By MICHAEL PRINCE

jraditional reinsurers
face extinction un-

less they continue
to evolve and meet

the needs of cus-

tomers in order to

keep pace with alternative risk
transfer companies, said a reinsur-
ance executive.

"If we stand still, we're lost,"

said John Berger, president of F&G
Reinsurance Inc. in Morristown,

NJ. F&G Re supplies both tradi-
tional and finandal reinsurance.

The alternative risk transfer in-

dustry has grown to indude about
half the reinsurance business, and

that growth is mainly the fault of
the traditional reinsurers, Mr.

Berger said while addressing the
recent Producer's Forum in

Philadelphia sponsored by Com-
monwealth Risk Services Inc.

Part of the reason for the alter-

native market's growth stems

from risk managers' dislike of in-
surance companies, he said. "In-

surance companies have let the
consumer down," Mr. Berger said.

Mostly, the alternative market
has grown in response to hard
markets, when prices rose and risk
managers realized the alternative
market is "a better, cheaper way of
managing risk," he said.

Risk managers who didn't want
to pay the high prices looked for
an alternative. "Smart business-

men will look for alternatives to

stay in business," he said. "And
the innovators take over."

The rapid growth created its
own problems. When profits were
made in one area of alternative

risk financing, he said, other com-
panies quickly jumped in, causing
a surplus of supply. This caused

prices to fall along with reinsurers'
income.

Another problem facing rein-
surers is that retentions have in-

creased while prices have fallen.
This means reinsurers are selling
less reinsurance for less money.
This puts reinsurers in a "black
hole," where the only escape is in-
creasing revenue, he said. "There
is an insatiable demand for rev-

enue growth," he said.
The future of alternative risk fi-

nancing lies in expanding global-
ly, Mr. Berger said. He described a
cycle of economic growth that
must occur in a country before an
alternative market takes root. The

cycle starts with economic devel-

opment followed by development
of the insurance industry. The al-
temative market will flourish once

a problem develops with that 10-
cal insurance market, he ex-

plained. Such a cyde is starting in
many developing countries but
currently exists in some countries,
such as Great Britain and Aus-

tralia, he said.

Mr. Berger said three factors

pose threats to alternative risk fi-
nancing companies. The first is
whether they are making a profit.
Although loss trends are down,
prices also are down and are too
low to make money.

Second, he cited the threat from

electronic commerce. One day
customers will be able to buy di-
rectly from insurers and banks.

But perhaps the greatest compe-
tition, he said, is from securitiza-

tion. It represents "the biggest

threat to my way of life," he said.
Securitizing risk is attractive to

investors because it is not related

to other types of investments tied
to interest rates or the stock mar-

ket.

total cost. They are: medical costs,
or payments to providers;
indemnity costs, or payments to

employees; and administrative
expenses, that is, investigation and
legal.

Furthermore, workers comp
claims can have multiple injuries,
and each injury can have multiple
treatments. To substantiate their

daim of lower costs, provider
networks have traditionally relied
on cost schedules of treatments.

Treatment A costs X and treatment

B costs Y. The networks negotiate
discounts with providers and daim
that these discounts represent
reductions in cost.

To detennine whether these

discounts actually result in cost
reduction, detailed analysis is
required. First of all, how do these
discounts affect medical costs? The

total medical cost for a claim is

determined by the number of
injuries, the number of treatments
for each injury and the cost of
each treatment. Any cost
reductions from discounts on

treatment cost can be made up by

increasing the number of
treatments per injury and by
discovering more injuries.

For example, if a provider
discounts hot packs by 25% but

increases the number of hot packs
per injury by 50%, total medical
cost is actually higher than
without the discount. Similarly,

discounts can be recouped by a
provider discovering more injuries
per daim. If a provider discounts
the cost of treating a bum by 25%
but discovers that the worker also

suffered a sprained wrist, shoulder,
or back, which may not have been

part of the work-related injury, the
25% discount is more than

recovered. Another method of

increasing cost, despite discounts,
is through referrals.

By referring workers with injuries
to other providers, providers are
able to increase the total medical

cost of a claim without drawing
attention to themselves for giving

too many treatments or

discovering too many injuries.
While discounts can help reduce

costs, they alone do not guarantee
lower costs.

The number of treatments,

number of injuries per claim and
number of referrals also must be

taken into consideration. A simple
comparison of cost per claim

doesn't work. Health care is too

complex.
No two injuries are the same.

There are differences in cost based

on type and severity of injury.
Different occupations in different
industries for different types of
people have legitimate differences
in the cost for the same type of
injury.

It is unreasonable to expect a

back injury for a 60-year-old
secretary to have the same cost as a
back injury for a 25-year-old dock

worker. Consequently, calculating
an average cost for a particular
injury and using it as a standard to
evaluate a provider's costs can be
very misleading.

Furthermore, medical costs are

not the only costs involved in
workers compensation. There are
also indemnity costs and
administrative expenses. While

indemnity costs are usually
correlated with medical costs-

long absences from work are
usually associated with high

medical costs-there are enough
exceptions that medical costs
alone are not an accurate measure

of a provider's cost.
For example, a provider that

charges 10% more for a treatment
but is able to get workers back to
work 50% sooner than another

provider could very well be less
See Networks on page 18H

Large brokers to tap middle market
By MICHAEL PRINCE

isagreements
abound among

brokerage execu-
tives on whether

the large brokers
have advantages

over smaller ones, whether the

merger wave has been advantageous
for clients and whether the top bro-
kers can receive special price consid-
erations from insurers.

One point on which the broker-
age executives agree is that the large
brokers will start to reach out to mid-

size companies, a market area large
brokers currently underserve.

The panel discussion took place
recently at the Producers' Forum

sponsored by Commonwealth Risk
Services Inc. in Philadelphia.

Large brokers do have advantages
over smaller ones, said Edward

Kiessling, executive vp with Aon
Risk Services Inc. in New York. One

advantage is that larger firms that
can utilize greater technology and
economies of scale have lower distri-

bution costs. But to succeed, the

larger brokers need to invest in peo-
ple and professional development.

Mr. Kiessling predicted consolida-
tions will continue because internal

growth in the brokerage industry is
slow and profits are dedining. To
grow without merging, brokers must
deliver higher value to clients, devel-
op new products and services, ex-
pand the reach of their brokerage
services beyond traditional place-
ment of insurance and build market

share in untapped business areas.
But P. Joseph McCarthy, executive

vp at Sedgwick Inc. in New York,
questions the value of the deals.

They make sense, he said, if the large
brokers can eliminate competition,
create synergy for collateral services
or predict the price of insurance.
None of these are possible, however,
he said.

One possible advantage of the
mergers is that they might create an
advantage with insurers on pricing.
"This could be the home run of the

mergers," he said.

Both Messrs. McCarthy and
Kiessling predict that in the future
brokers will turn themselves into di-

versified financial firms or become

part of one.
David Lockton, president of Lock-

ton Cos. in Shawnee Mission, Kan.,

also is not certain that mergers help
the large brokers. Mr. Lockton said

an acquisition helps a broker's bot-
tom line for a year or two-not per-
manently. There are only so many

brokers out there to acquire, so what
does a broker do when there is noth-

ing more to buy? he asked.
Both Mr. Lockton and Mr.

Kiessling said mergers create oppor-
tunities for small brokers to gain
business because sometimes the

client is unhappy with the new
merged organization. Mr. Lockton
said it also helps smaller brokers grab
additional producers for the same
reason.

"We've picked up some great peo-
ple," he said. But, he added, the few
people and clients they might ac-

quire, though important to a small
broker, have almost no impact on
the large ones.

Mr. Lockton doesn't think the

mergers help policyholders, either.
The deals are done to satisfy share-
holders, Mr. McCarthy said. "Most
of these deals get done because the

chairmen want to do it. Afterward

you back into a rationale," he said.
Mr. Lockton added he does not

know what a $3 billion broker can

do that a $2 billion broker cannot.

Opinion was divided on whether
the large brokers will be able to get
better pricing from insurers.

In today's soft market, it doesn't
require much muscle to get lower
prices, and smaller brokers can do it,
Mr. Kiessling said, "The clients in the
end will win," he said.

Whether or not larger brokers get
better pricing, Mr. Lockton said he is
concerned that the large brokers will
get special compensation arrange-
ments with insurers.

Although saying the mergers
could be a great benefit to large bro-
kers, Mr. McCarthy said it's too early
to tell. "We're just beginning to see
the early stages of how the industry
works," he said.

Now is "the beginning of a sea
change," and insurers will feel the
loss of their distribution system,
which they won't tolerate, he said.

Both Messrs. Kiessling and Mc-
Carthy agreed large brokers will try
to expand into the middle market.

Mr. Kiessling said Aon will focus
on niche markets and midsize com-

panies because that's its history and
those areas are underserviced by
large brokers.

Mr. McCarthy of Sedgwick said
middle markets represent a large op-
portunity and are a place where they
can change the rules to their advan-
tage and try to get a shift toward fee
compensation from a commission.

Robert Mulderig, chairman and
CEO of Mutual Risk Management
Ltd. in Bermuda, moderated the ses-

sion. im
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expensive. Similarly, administrative
expenses, while usually much less
than medical or indemnity costs,
are in some cases greater than both.
So unless all three costs-medical,

indemnity and administrative--are
taken into consideration, the true
cost of a daim is not known.

Returning to the question of
whether provider networks actually
reduce cost, the answer is that

provider networks do not have the
information necessary to know.
They have information on just one

portion of the medical costs and
none of the information on

indemnity costs or administrative
expenses. They may not actually
reduce cost.

However, insurance companies

do have the necessary information
in their daims data. The problem is
that most insurers do not use it and

really do not know if provider

networks actually save or cost them
money. The reluctance to admit to
an expensive mistake is often part

Data ethics study

The insurance industry should

develop guidelines right away on
the use of personal information
its companies gather that protect

everyone involved and keep
away federal regulation, a study
says.

Little legislation exists to regu-
late the use of such information,

according to the study, "Ethical
Uses of Information in Insur-

ance." Researchers at Oregon
State University in Corvallis,

Ore., conducted the study,
which the Insurance Institute for

Applied Ethics funded.
According to a release from the

Malvern, Pa.-based American In-
stitute for CPCU and Insurance

Institute of America, which oper-
ate the insurance ethics institute,

the study recommends that
companies develop a code of
ethics as one way to communi-
cate their expectations to em-
ployees.

The 102-page study also looks
at the relationship among law,

ethics and privacy and offers rec-
ommendations on managing the
ethical risks connected with

gathering and maintaining in-
formation, the release says.

Free copies of the study are

available by calling the Insur-
ance Institute for Applied Ethics
at 610-644-2100, ext. 7851, or by
faxing 610-644-7629.

insurer Topics

ADVERTISER

INDEX
Issue of November 17

ADVERTISER PAGE #

Business Insurance .200,20(3

Gill & Roeser Inc. 208

Paradigm Health Corporation . .201)-E

of the reason not to use their data

to find out if provider networks
reduce cost. Another reason is that,

until now, it has not been easy.

While no single measure can be
used to evaluate provider costs,
visual patterns of provider behavior

can be very revealing. By adapting
the analytical techniques developed
for personalized, targeted
marketing, insurance companies
can determine dusters of daims

that have similar characteristics and

can reasonably be compared.
For example, it would be

reasonable to compare claims for
similar injuries between office

workers of like ages, while it would
not be reasonable to compare
daims for office workers and cargo
loaders in the same company. Once
those dusters have been identified,

provider behavior can be examined

with respect to injuries, treatments,
referrals and total cost. Using
analytical techniques such as
statistics and visualition, patterns
of provider behavior can be
identified and the question of
whether provider networks reduce
cost can be accurately answered.

Staff shortage

While more work needs to be

done, the answer appears to be yes
and no.

Take, for example, a provider

with relatively low billings but that
makes and receives referrals as part
of a large network of other

providers. Even though the
provider's billings are low, it is
responsible for a significant amount
of billing. When the overall referral
network is small, so are total costs.

This brings us to the second
question: Can insurance companies
build more effective networks of

preferred providers themselves? The
answer is yes.

Provider networks check out

individual providers and negotiate
discoun8. Generally, checking out
means ensuring that providers are
board-certified for whatever

specialties they practice, checking
legal actions involving a provider,
checking educational credentials

and perhaps checking references.
These checks may indicate
reliability, integrity, quality and

efficiency. However, none of them
evaluates actual results.

Insurance companies have the

IT Briefs

Competition from other indus-
tries, the workload created by
the Year 2000 problems and a
shortage of qualified program-
mers are reasons insurers have

trouble recruiting information

technology professionals, a sur-
vey shows.

More than 90% of 64 U.S. and

16 Canadian insurers responding
to the LOMA survey said they
had problems filling such open-
ings, according to a LOMA re-
lease.

Turnover has increased in the

past two years to 1596 from 8.696

as insurers try to maintain old

mainframe systems, develop
client-server applications and
make systems Year 2000-compli-
ant, the release said.

It said almost half the U.S. re-

spondents think the pay they of-
fer is hurting recruiting more
than a lack of things recruiters
say IT professionals want: chal-
lenging work, a chance to use
the newest technologies and
good technical career paths.

Employers are finding innova-

tive ways to recruit and keep
valuable employees, the survey
shows. Among those methods
are building partnerships with
colleges and universities and
converting non-systems employ-
ees into programmers, primarily
to deal with Year 2000 issues.

The report, "Recruitment and
Retention of Information Tech-

nology Professional/Technical
Employees," is available for $30
to LOMA member company em-
ployees and $40 for non-mem-

bers. Members companies can
get discounts for buying five or
more copies. To order, call 800-

ASK-LOMA and press 3 or call
770-984-3784. You may fax an
order to 770-984-6417 or send it

via electronic mail to denman@

loma.org.

Reinsurance site

CHICAGO-CNA Re has

launched a World Wide Web site

that can provide articles, indus-
try information and a chance to
ask questions on key topics.

The site, CNA Re Source at

www.cnare.com, also will feature

a personal finance section from
Money Talks, a CNA Re release
said.

The site also offers a CNA Re

Members section, which allows

interaction with CNA personnel,

access to white papers and access
to a Lexis-Nexis resource library,
the release said.

Upgraded site

INDIANAPOLIS-The World

Wide Web site for the National

Assn. of Mutual Insurance Cos.

has been upgraded.
The site, at www.namic.org,

has more than 200 pages and of-
fers information on federal and

regulatory matters; publications
and news releases; and other in-

formation, NAMIC said in a re-

lease. A "streamlined approach"
will let visitors access informa-

tion much more quickly, NAMIC
President Larry Forrester said in
the release.

NAMIC said its site is designed
to provide information to NAM-
IC members, insurance industry
reporters and others interested

in the property/casualty indus-
try.

New graduates

MALVERN, Pa.-A first class of

152 graduates has completed the
Associate in Surplus Lines desig-
nation program of the Insurance

information that measures actual

results. In some cases, the
information is difficult to access.

However, it is there. With

information on actual reslilts,

insurance companies can develop

targeted networks of providers.
For example, a single employer

with office workers, laborers and

salespeople could have a provider
network that was effective with one

group but not with the others.
Unfortunately, most employers
would not know it, because neither

they nor their insurance company
did the necessary analysis. If some
providers are better at treating truck
drivers and others at treating
accountants, why shouldn't an

insurance company or employer
encourage truck drivers to go to one
provider and accountants to
another? Insurers can only do so if
they know the difference exists.

Once an insurance company has
determined the effective providers
for different types of daims and
different types of workers, it also
will have developed the basis for a
system for the ongoing analysis of
provider effectiveness. If properly

Institute of America.

Graduates were recognized ear-
lier this year at the annual meet-
ing of the National Assn. of Sur-
plus Lines Offices and the NAPS-
LO/Derek Hughes Educational
Foundation, the IIA said in a re-
lease.

Awards went to the four top
graduates. The Distinguished
Graduate Award, for the student

with the highest cumulative
grade average for the four exam-
inations in the program, went to
Lee Ann Bush, an underwriter

for General Star Management
Co. in New York. She got a $500
check and a plague.

Awards for Academic Excel-

lence went to the next three

highest-scoring students, who
each got a $250 check and a
plague. They are:

• Bryan D. Meyer, a product
manager with Northland Insur-
ance Co. in St. Paul, Minn.

• Paul S. Miller, a business de-

velopment specialist with Russell
Bond & Co. in Buffalo, N.Y.

• Carl R. Sadler, president and
chief executive officer of Bald-

win Sadler Corp. in Norristown,
Pa.

Graduates came from 30 states

and England. The largest num-
ber came from California, with

18, followed by Illinois, with 14,
and New York, with 11 gradu-
ates, the IIA said.

100 years old

DENVER-The National Assn.

of Mutual Insurance Cos. has cit-

ed 14 companies that marked
100 years in business in 1997.

The companies were cited during
a recent convention in Denver.

They are:
• Brethren Mutual Insurance

Co., Hagerstown, Md.
• Carthage Mutual Insurance

Co., Carthage, Ill.
• Cedar County Farmers Mutu-

al, Stockton, Mo.

implemented, such a system could
be much more effective than

negotiated discounts. Such
discounts represent a small portion

of total cost, are easily
circumvented and tend to limit the

flexibility of good providers to do a
good job.

With health care costs likely to
begin rising again after several years
of stability, insurance companies
have the option of accepting higher
costs or using the information they
have to identify the best providers
and lower their costs. It will require
leadership, innovation and hard
work to do so. However, in the

competitive world of workers
compensation, insurers that accept

this challenge and take advantage
of their information will succeed.

Those that don't won't. Ell

Gary Angel and Joel Hadary are
founders of Data Insight, a data
mining company in Sebastopol,
Calif. Mr. Angel can be reached via
e-mail at angel@datainsight. com
and Mr. Hadary can be reached at

jhadary@datainsight.com.

• Engle Farmers Mutual Benefit
Assn. Inc., Schulenburg, Texas.

• Farmers Mutual Fire Insur-

ance Co. of Randolph County,
Moberly, Mo.

• Forest Green Farmers Mutual

Insurance Co., Salisbury, Mo.
• Henry County Mutual Insur-

ance Assn., Napoleon, Ohio.
• Indiana Lumbermens Mutual

Insurance Co., Indianapolis.
• KingTown Farmers Mutual

Fire Insurance Co., Mcintosh,
Minn.

• Maine Mutual Fire Insurance

Co., Presque Isle, Maine.

• Otsego Mutual Fire Insurance
Co., Burlington Flat, N.Y.

• Pembina County Mutual In-
surance Co., Cavalier, N.D.

• Remington Farmers Mutual
Insurance Co., Remington, Ind.

• Washington County Mutual
Fire Insurance Co., Addieville,
Ill.

Indianapolis-based NAMIC

earlier this year began a Century
Club program in which mem-
bers got a plague from the asso-
ciation as they celebrated cen-
tennials.

Also at the convention, Robert

Harrison, president of Indiana
Lumbermens and president of
the Insurance Education Foun-

dation, received the NAMIC
Chairman's Award. Mr. Harrison

served as NAMIC's chairman in

1994.

NAMIC also presented four
Service Awards. They went to:

• Daniel L. Basinger, president
and chief executive officer of Al-

liance Mutual Insurance Co. in

Greensboro, N.C.

• Michael Flugum, general
manager of Hassan Mutual Fire
Insurance Co. of St. Michael,
Minn.

• William Hart, president of
Mercer Mutual Insurance Co. of

Pennington, NJ.
• Ed Walvoord, president and

CEO of Cameron Mutual Insur-

ance Co. in Cameron, Mo. M
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A warehouse for storing data can help
Centralized information and analytical tools

useful in determining health plan options
By Frank Mohr

F A KEY question benefit and risk managers andinsurance executives ask is, "How can we provide
better quality health care while keeping our

bottom line looking good?," the answer is not, "Grab
all the data you can get."

The trend to collect more data is good. However,
data collection for its own sake won't answer quality
health care and bottom-line needs; that data must be

organized and actionable. So what is the answer?
The answer is a tool that provides a perspective on

data: a tool that offers a view from 60,000 feet, as well
as a view from the detailed, micro level. Managers
and executives need this to reveal the provider and
member health care behavior already resident in
claims transaction data.

The health care data warehouse, complete with
integrated analysis components that function within a
business context, is emerging as the tool of choice for
many of those executives and managers. A data
warehouse moves computing power and data analysis
capabilities to those who can identify fundamental

trends affecting cost and quality. The ability to take
claims, member and provider data and develop
forecasts on which to base health plan offerings is
arising as a central requirement for running day-to-
day business operations and planning wisely for the
future.

Transforming data into knowledge

Before researching data for the knowledge needed
to create cost-effective, quality-focused health benefit
plans that address employees' specific needs,
companies must make sure this data is complete and
accessible.

Whether paying claims or contracting with another
organization to pay claims, companies need to make
certain that detailed information is kept. Information

that paints a complete picture of the health plan's
population will provide better assistance in designing
a plan that serves the members' needs efficiently.

If the contracted organization subcontracts for

pharmacy or other benefits claims processing,
whenever possible, organizations should keep their
data collection parameters parallel, such as

consistency among IDs.
If data collection methods don't include these

parameters now, the company should definitely be

working in that direction for the future. Until that
time, links can be established to map data to
consistent IDs.

Because much health care data comes from

different sources-a company's own database and
those of contracted and subcontracted processing

organizations-and may run on different operating
systems, not to mention different hardware, it is of
primary importance that collected data can be
assembled as a whole to get a complete picture of the
plan population.

Again, this is where a data warehouse is an
essential tool.

Using a sophisticated data integration process, data
from disparate sources can be married within the

warehouse, providing an accessible, easily updated
collection of data available for analysis in a non-

programming Windows environment.
Along with providing consistency, data placed

within the warehouse is scrubbed/cleaned and

organized into subsets, such as episodes of care,
pharmacy, health risk indicators, readmissions and
inpatient stays, data that will help define how

services are delivered and how they are paid.
Once data is mapped within a data warehouse, the

company has a fundamental tool for making
intelligent queries and fine-tuning plans, truly
turning data into usable information.

With data complete, organized and accessible,
managers and executives can begin the search for
knowledge by following the dollars.

Where are plan members spending their money, and
who or what are they spending it on?

Look at the plan population for areas of likely high
expense. Review the health plan population using
parameters such as age, sex and location, and view
providers on a case mix adjusted basis.

Then look over their utilization patterns.
Do women 19 to 32 comprise a large part of plan

membership? If so, a rev>iew of maternity benefits
would be beneficial. Are claims relating to
hypertension pouring in? Perhaps some education for
plan members might be a wise idea. Are many
emergency room visits logged in a particular
neighborhood? The company might want to consider
contracting with an additional provider or network in
that region.

For a more structured search, a data warehouse and

related analytic tools offer views or templates of data,
which include relevant statistics, in order to simplify
the analysis.

These views, which should allow users to customize

search parameters, can steer management in creating
ad hoc reports, enabling managers to analyze
information in a way that's useful to reaching a
company's own conclusions on health care delivery.

For example, an ad hoc report of interest to plan
analysis might cover all professional services denied
within the plan year, including what services were
denied, the reasons for denial, whether the claims
were in or out of network and measurements such as

submitted amounts.

HEDIS standards provide a yardstick

Industry standards also give shape to queries. Many
organizations use the Health Plan Employer Data and
Information Set as a standard for measuring the
quality of health care plan performance.

This measurement, developed by The National
Committee for Quality Assurance, acts as a report

card for health care delivery organizations, providing
a consistent standard against which to evaluate
quality.

A health care data warehouse that uses a company's

administrative data to produce HEDIS measures,
including quality indicators, utilization review and
membership attributes, would provide an invaluable
tool to any organization that wants to perform trend
analysis on the performance of the health plan and
target areas for improvement or to monitor quality
and access to care.

By applying HEDIS standards to health care plan
performance, any company can take an important
step forward in incorporating measures that respond

to employees' needs for a plan that offers value and
accountability.

Provider profiles

If a company contracts directly for services with a
provider network, those providers obviously play a
central part in offering a quality and cost-effective

employee health plan.
Who are the physicians? What is the referral rate

for each?

Are some physicians treating an above-average
number of sicker employees?

How does this affect their performance comparison?
Sound medical management of any plan requires an

analytic component for viewing treatment and health
care utilization, allow>ing companies to:

• Profile providers using an objective performance
measurement.

• Compare treatment patterns of plan physicians.
• Assess disease-based pharmaceutical use.
• Understand physician referral patterns.
• Review targeted services, including emergency

room and mental health care.

• Identify and compare plan hospitals in the context
of services provided, such as readmission rates and
length of stay.

Claims data alone cannot provide a comprehensive
picture of medical services. This is where a data
warehouse with analysis capabilities affords the
organization the ability to make the best use of all its
data.

Membership, provider and capitation/fee-for-
service information is stored in different databases. A

data warehouse will integrate these data sources into
a single place and format so that data originally from
one source can expand the value of data originally
from another source.

Differences among patients-such as diagnosis, age,
complicating conditions and major surgeries-
influence treatment, cost and care utilization. In
reaching an objective understanding of a provider's

practice, these differences should be factored into an
overall view.

Industry standard methods for classifying patient
illness are episode treatment groups, or ETGs, and
diagnosis-related groups, or DRGs.

Both methods offer clinical and statistical

adjustments based on factors that influence
treatment. Data warehouse analysis components

incorporating these methods can assist management
in making decisions concerning potential quality or
efficiency issues.

Understanding financial factors

As a direct contractor of services, providing a
quality employee health plan takes money, but with a
data warehouse and analytic resources, there are
ways to monitor and control escalation of how much
quality care costs.

To manage the financial side of a plan, expense
data from claims submission and capitation payments
are married with revenue data within the data

warehouse, so that analysis will allow managers to:
• Develop effective per-member-per-month revenue

targets and capitation rates.

• Evaluate the effectiveness of the program in
meeting health care demands.

• Track premiums vs. expenditures, and evaluate
critical indicators of plan performance.

• Monitor contracts, including stop loss, and
withhold account balances.

Though data is the basis for creating a plan that
provides quality health care at a positive bottom-line
rate, it is not the solution.

The complete solution requires that data be

organized and actionable. A health care data
warehouse, complete with easy to use, non-

programming analysis components, can be the tool
companies need to develop and maintain the kind of

plan that will satisfy the needs of employees and the
employer. im

1

j

Frank Mohr is director Of
health information products for

Resource Information Manage-
ment Systems Inc. in Napervitte,
ILL.
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EPL book succeeds as one-stop reference
"The EPL Book: A Practical Guide to Employment

Practices Liability and Insurance"
By Andrew Kaplan, Rachel McKinney, Beth

Schroeder and Leonard Surdyk
Published by Griffin Communications Inc., 1420

Bristol St. N., #220, Newport Beach, Calif. 92660

$125 plus shipping and handling

By Kevin M. Quinley

itsubishi, Texaco, Circuit City. No, this is not

a string of hot stock tips. Rather, it is a
partial list of companies stung by

harassment, wrongful termination and discrimination
claims, all of which seem to be growing. Further, the
damage awards to plaintiffs are growing to such an
extent that employment practices liability suits pose
devastating financial challenges to many

organizations.
This book couldn't be more timely. Recent statistics

show that since 1990, there has been more than a

hundred-fold jump in complaints filed with the Equal
Employment Opportunity Commission. Claims

alleging workplace discrimination produce an
average court award of $300,000. Sexual harassment

claims net-on average-awards of about $150,000
apiece. Those are just the cases going to trial,
excluding those settled without going to court.

Along comes "The EPL Book" from Griffin

Communications to address these thorny situations.
This book is a team effort, and the team members are

solidly credentialed. Andrew Kaplan is a management
labor consultant with a Los Angeles law firm. Rachel
MeKinney is a senior underwriter with Swett &

Crawford. Beth Schroeder and Leonard Surdyk are
employment lawyers. Although some have joked that,

"A camel is a horse designed by a committee," let the
record show that the committee approach to this book
works very effectively.

"The EPL Book" aspires to be to employment

practices what "The D&0 Book" (also by Griffin
Communications) was to directors and officers

exposures: a one-stop reference for risk managing a
specific exposure. For the most part, it succeeds. "The
EPL Book" is a treasure trove of useful information,

providing discussions, chart comparisons, sample
policy forms and graphic illustrations of key EPL

coverage concepts that are not likely to be found in
any other single source.

Further, "The EPL Book" is a handy tool kit for

busy risk managers and insurance professionals
tackling this new and important line of coverage. The

book contains detailed explanations of key policy
terms, conditions, definitions and exclusions.

Presenting the material in a thorough and non-
technical style, "The EPL Book" supplements its

discussions with illustrations, charts and graphs that
help decipher and untangle the often non-standard
EPL coverage features.

Don't get the idea, though, that this book is just
about insurance. What sets it apart in breaking new

ground is its treatment of EPL exposures from a
"total risk management perspective." Thirteen
chapters cover everything from the history and status
of employment law to why most existing business
insurance policies offer little or no coverage for EPL

claims. There is even a handy and detailed chapter
containing a broad range of statistical loss data

pertaining to these claims.
While at one time buyers could dismiss EPL

coverage as nearly impossible to procure, that is not
the case now. Increasingly, due diligence dictates that

agents, brokers and risk managers formally determine
whether and how EPL coverage fits into the
organization's overall portfolio of risk management

techniques.

Some risk managers may consider the most useful
resource to be the user-friendly comparison charts
that enable insurance professionals to quickly

compare hundreds of coverage features among dozens
of different policy forms. These charts should prove to
be a terrific resource in buying EPL coverage.

One caveat: EPL coverage is a dynamic realm, beset
with change. The form comparisons contained in "The
EPL Book" may have a limited shelf life. Because the

value of the "The EPL Book" may diminish over time
in this respect, the publisher should consider periodic
supplements and updates to track the ever-changing
EPL marketplace.

For the burgeoning field of EPL risk management,
though, "The EPL Book" sets the standard, a
benchmark by which all other works in this area will

be compared. Any company with employees would be
well served by reading and heeding its risk
management advice.

Kevin M. Quintey is senior vp
of risk services for MEDMARC
Insurance Co. Inc. and sub-

sidiary Hamilton Resources
Corp., both of Fairfax, Va. He
holds the Chartered Property &
Casualty Underwriter and Asso-

ciate in Risk Management desig-
nations.

Officers liable for workers comp violations
orporate officers may be held criminallyresponsible, along with the corporation, for the

failure to pay workers compensation premiums
and to file workers compensation reports, according to
the Supreme Court of Appeals of West Virginia.

Truong Van Nguyen, in his capacity as president of
McDowell Energy Inc. and Steve A. Rife, in his capacity
as president of Black Rock Mining Inc., were indicted

by the grand jury for the circuit court of Kanawha
County, W.Va., for failing to file quarterly reports with
the Workers Compensation Commission. The
defendants filed motions to dismiss their indictments

on the ground that corporate officers cannot be held

criminally liable under West Virginia law.
Two circuit court judges ruled on the matters, one of

whom agreed with Mr. Rife and dismissed his
indictment; the other of whom denied Mr. Nguyen's

motion. Mr. Nguyen appealed his unfavorable decision,
and the state appealed the dismissal of the Rife

indictment. The Supreme Court of Appeals of West
Virginia accepted both appeals because they turned on
the same legal issue.

The court noted that the West Virginia law that
imposes responsibility upon a corporation for paying
compensation premiums and filing reports does not
specifically mention officers of the corporation.
However, the court said the common law rule is

entrenched in West Virginia to the extent that officers,

agents and directors of a corporation may be criminally
liable if they cause the corporation to violate the
criminal law while conducting corporate business. The
court emphasized that the state Legislature had not
expressed a clear intent to exempt corporate officers
from criminal liability in this case. Thus, the court said
both Messrs. Nguyen and Rife could be indicted under
the facts of this case.

State Ex Rel. Van Nguyen vs. Berger, Supreme Court
of Appeals of West Virginia, Dec. 16, 1996, Rehearing

resed Feb. 11, 1997 (BI/03/0.-$10).

Legal Briefs

Molestations one 'occurrence

A single "per occurrences limit" in a sexual
misconduct endorsement in a commercial general
liability insurance policy applied to children allegedly
victimized by sexual molestation, according to the

Court of Appeals of Texas.
Three children were allegedly molested by an

employee of a church's day care center, prompting two
separate lawsuits filed by the children and their

parents. The church was covered under a CGL
insurance policy issued by Preferred Risk Mutual

Insurance Co. The policy covered sexual misconduct
with a limitation of $100,000 per "occurrence" and a

$300,000 limit per policy period. The insurer took the
position that the children's claims collectively

constituted only a single "occurrence." The trial court
ruled for the children.

The appellate court reviewed the policy language and
concluded that all of the church's employee's alleged
acts of sexual misconduct and "any" alleged breach of
duty that may have contributed to the those acts
collectively constituted a single occurrence under the
policy. The court emphasized that the policy language
defining "occurrence" here-all alleged acts of sexual
misconduct and any breach of duty contributing to
such acts constitute a single occurrence"-was clear

and unambiguous. The lower court judgment was
reversed.

Preferred Risk Mutual Insurance Co. vs. Watson,
Court of Appeals of Texas, Jan. 9, 1997, Rehearing
overruled, Feb. 13, 1997 (BI/02/0.-$10).

Multiple thefts only one 'occurrence'

Under an employee dishonesty insurance policy

containing unambiguous occurrence and non-

cumulation provisions, a policyholder may not recover
more than the policy limit for losses due to the

misconduct of one employee occurring over the course
of several years, according to the Court of Appeals of
Minnesota.

Landico Inc. was covered under an employee

dishonesty insurance policy issued on Jan,-4, 1993, by
American Family Mutual Insurance Co. The policy
provided employee dishonesty coverage of $100,000 per
occurrence for an annual premium of $659. The policy
provided that regardless of the number of years the
insurance remained in force, no limit of insurance

cumulates from year to year or period to period. A

Landico employee repeatedly embezzled funds
throughout 1993 and 1994. Landico filed claims for
losses of $47,424 in 1993 and $102,698 in 1994. The

insurer paid Landico only $100,000 on its claims.
Landico sued for payment on the $47,424 claim. The
trial court ruled for the insurer and denied the claim.

On appeal, Landico argued, in part, that the
definition of "occurrence" in the policy was ambiguous
because the policy language provided coverage for acts
"during the policy period" and defined the policy
period as one year.

However, the court said the policy also

unambiguously limited recovery on claims arising from
one employee's misconduct to the stated policy limit
(here $100,000) notwithstanding the fact that the thefts
of that one employee continued for several years. The
trial court decision was affirmed.

Landico us. American Family Mutual Insurance,

Court of Appeals of Minnesota, Feb. 25, 1997 (BI/05/0.-
$10). II]

These abstracts were prepared by Mayo H. Stiegler.
Copies Of these decisions are available by sending a
$10 check payable to Mayo H. Stiegier, to Business In-
surance, 740 N. Rush St., Chicago, Ill. 60611-2590.
List the number for each opinion.
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utive Education,PO Box 14093, Church sponsored byIBCGroupPLC,Commer- tional Quallty & Productivity Center, 150 New York, N Y 10017, 800-999-3123 or mgand mformabon on regitratzonform-
St Station, New York, NY 10249, 201- cialrate $1,795 formain conferenceplus Clove Road P O Box 401, Little Falls, N J 212-661-8740 terested readers Business Insurance re-

334-4111 both workshops, employee benefit man- 07424-0401, 800-882-8684 serves the nght to select meet,ngs of most
agers/government rate $1,195 for main mterest to:ts readers and cannot guaran-

DEC 4 Excel Basic for Iask Management conference plus both workshops IBC JAN. 21-24 Self-Insurance Institute of FEBRUARY tee that notzces wul be pnnted Datebook
workshop m New York, sponsored by USA Conferences Inc, 225 Turnpike America Inc. Employer Executive Forum Zzstlngs also are available on the World
Shelter Island Risk Services, $395 Shelter Road, Southborough, Mass 01772-1749, m Palm Spnngs, Callf, sponsored by the FEB 1-3. Insurance Risk Management Wide Web at ww bus:nessmsumnce com

Insider liading common between $23 50 and $2603 ly and indirectly holds 19,431 com- Aug 1,1997, and nowdirectly andm-
each on Aug 5, 1997 To cover ex- mon directly holds 2,461 common
penses of the transaction, he turned m Lawrence T Rowland, officer of SAFECO Corp stock closed at
11,841 of them for $7222 each on subsidiary, exercised an option for $47 88 a share on Nov 3

CIGNA Corp : Thomas J Wagner, Garand, vp, exercised an option for Aug 5,1997, and now dlrectly and in- 1,500 shares of common at $27 72
vp, exercised an option for 16,277 1,053 shares of common between directly holds 49,227 common each on Aug 4, 1997 To cover ex- UNUM Corp.. Gayle O Averyt, dll-
shares of common between $72 31 $93 75 and $120 25 each on Aug 18, Herbert Thomas McMeekm, vp, ex- penses of the transaction, Mr Row- rector, sold 32,000 shares of common
and $75 06 each on Aug 14, 1997 To 1997, and sold them at $193 94 each ercised an option for 1,000 shares of land turned in 891 ofthemfor $71 31 at $44 89 each on Aug 7,1997 Mr
cover expenses of the transaction, Mr on Aug 18,1997, and now directly common at $23 50 each on Aug 4, eachon Aug 4,1997, and now direct- Averyt indirectly sold 50,000 shares of
Wagner turned m 6,805 of them for holds 4,748 common 1997 To cover expenses of the trans- ly and indirectly holds 8,121 common common at $43 07 each from Sept 3
$183 22 each on Aug 14, 1997, and General Re stock closed at $195 a action, Mr McMeekln turned in 554 Richard C Vaughan, vp, exercised to Sept 5, 1997, and now directly and
row directly holds 34,027 common share on Nov 3 of them for $71 31 each on Aug 4, an option for 2,800 shares of common mdirectly holds 303,170 common

Thomas C Jones, officer of sub- 1997 1VIr MeMeelan indirectly ac- at $27 72 each on Aug 5, 1997 To UNUM stock closed at $48 75 a
sidlary, exercised an option for 5,003 Humana Inc: George W Vieth, vp, quired by glft 775 shares of common cover expenses of the transaction, Mr share on Nov 3
shares of common at $72 31 each on purchased 800 shares of common at at an unreported pnce that same day Vaughan turned m 1,654 of them for
Aug 20, 1997 To cover expenses of $23 50 each on Aug 8, 1997, and now and directly and indirectly holds $72 22 eachon Aug 5,1997 and now Insider Tradmg, emptied by In-
the transaction, Mr Jones turned in directly and indirectly holds 10,398 17,985 common directly and indirectly holds 18,722 vest/Net Trading Group Inc Of Fort
1,959 of them for $184 69 each on common John Patrick Barrett, director, pur- common Lauderdale, Fla, from reports jiled
Aug 20, 1997, and now directly holds Humana stock closed at $22 38 a chased 1,000 shares of common at Lincoln National Corp stock closed with the Secuntzes and Exchange
19,108 common share on Nov 3 $71 58 each on Aug 6, 1997, and now at $69 19 a share on Nov 3 Commission, tracks stock sales and

CIGNA stock closed at $15656 a directly holds 6,393 common purchases by insurance industry di-
share on Nov 3 Lincoln National Corp.: Robert Richard Stuart Robertson, vp, sold SAFECO Corp.: Wilham W Knp- rectors and o#men me cotumn is dls-

Alvrn Anker, an affillated person, ex- 1,600 shares of common at $72 21 paehne, director, purchased 600 tnbuted by Tnbune Media Services
General Re Corp.: Christopher ereised an option for 21,000 shares of eachon A/g 5,1997, and now direct- shares of common at $48 00 each on Inc
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Optum®
BECAUSE HEALTH IS MORE THAN MEDICINE

Every day employees are faced with a 24 hours a day, 365 days a year through
httpl/www.optumcare.com

variety of personal and work-related issues. immediate telephone access to registered

The stress of child rearing, money worries or a conflict at the office nurses and master's-level counselors, books and newsletters, an

may seem too small to address. But daily concerns like these can audio library, in-person problem-solving and seminars. Information

sometimes build up and affect an individual's health and well-being. is even available on the Internet We provide employees with tools

So where can they turn for help? necessary to become more effective managers of their own health
That's where Optum comes in. We provide a broad range of services and well-being. By accessing these tools, they have the ability to
designed to help your employees address issues of physical health become healthier and, as a result, more productive.

and emotional well-being, as well as legal, financial and other work/life By constantly being there, Optum helps employees address work,
concerns, before they become serious problems. family and health issues and can help you control benefit

We provide information, support and resources to your employees costs. To learn more, call 1-888-262-4614 or visit our Web site at

when, where and how they need it. Our services are accessible www.optumcare.com. You and your employees can depend on us.
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-·-7 lanning is the key to any successful

___ venture. Whether you're a corporate
executive-risk manager, employee

-.- benefits or health care manager-or

among the many service providers to our indus-

try-agent, broker, consultant, TIM, insurer or

reinsurer-knowing what lies ahead will influ-

enee I he plans you make today.

So lake a look at our line-up of issues. Our tar-

geted editorial spotlight reports, in-publication

directories and special demographie editions all

compliment the authoritative, in-depth news

reporting and editorial leadership our readers

and advertisers have come to rely on every week

for thirty years.

As a corporate executive. you can't afford to let

your subscription to 8/ lo run out As a service

provider, you can't afford to miss an important

marketing opportunity...to get your message

into the hands of corporate decision-makers.

Call us today.
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Global Briefs U.K. insurers seek P&1 clubs

Risk managers with U K mainland prop- get competitor
erties should see lower property terrorism
coverage premiums next year A claims-free to avoid 2000 risk from Germanyyear so far has allowed Pool Reinsurance
Co Ltd m London, the U K government- By EDWIN UNSWORTH cers liability
backed reinsurer that provides property The model clause recommended by the By DON LEWIS KIRK
terrorism coverage, to lower 1998 premiums LONDON-British insurers have intro- ABI is an exclusion for, in part "Damage
by between 20% and 40%, though the dis- duced more exclusion clauses for Year or consequential loss directly or indirect- BONN, Germany-German marme insurer
counts may be changed or withdrawn if ter- 2000-related computer problems, though ly caused by or consisting of or arising Darag A G and German commercial insur-
ronsm losses occur Pool Re is reducing they argue this represents no withdrawal from the failure of any computer, data ance group Gerhng A G have joined to offer
rates for inner London and the business of coverage but a confirmation that such processing equipment or media, mi- shipowners hability coverage at fixed rates
districts of specific cities and large towns risks were never intended to be covered crochip, integrated circuit or similar de- and limited coverage of up to 100 million
by 20% Risks located in the rest of main- under standard commercial policies vice Or any computer sotware, whether deutsche marks $58 5 nullion), competmg for
land United Kingdom w]11 get 40% reduc- The Assn of British Insurers last week the property of the insured or not, and the mam business of P&I clubs
tions Marsh & McLennan Cos Inc is issued draft exclusion clauses for Year whether occurring before dumng or after Darag A G Senior Executive Ralf Oertel
buymg Swedish brokerage AB Max 2000-related product liability and profes- the year 2000 " said fixed rates appeal to owners of container
Matthiessen and its remsurance brokerage sional indemnity claims, having previ- Two of the United Kingdom's largest vessels and general cargo, who dishke paymg
afftliate for an undisclosed sum The bro- ously issued sample draft exclusions for insurers, Royal & Sun Alhance Insurance mutuals for the pooled risks "Many owners
kerages wlll be merged with Marsh & business interruption and property dam- Group PLC and Guardian Royal Ex- don't need unhmited cover and prefer rates
McLennan's eastmg operations m Sweden age claims change PLC, have said they will intro- that reflect their own risk," said Mr Oertel
Max Matthiessen was previously an inde- Some major insurers already have said duce the clauses into commercial policies Darag began 40 years ago insuring shipown-
pendent brokerage and a member of the they will incorporate the clauses in their Other malor insurers have yet to decide ers in former East Germany and expanded na-
UNISON network It is one of several for- policies on the clauses but expect to reach a deci- tionally with hmited coverage and fixed pre-
mer UNISON members that have been The clauses recommend wordings for sion by year end These:nclude London- miums in 1994

bought by Marsh & McLennan since the the exclusion of Year 2000-related prob- based Commercial Union PLC and
broker bought Johnson & Higgins, the se- lems to computer equipment, liability, in- Perth, Scotland-based General Accident
mor UNISON member, earher tisyear (BI, cluding employers liability, public/prod- Fire & Life Assurance Corp PLC 'Our initial interest is Europe,March 17) General & Cologne Re has set uct liability, legal defense costs and fi- Britain's risk managers are unhappy
up a management company in Sao Paulo, nancial loss, professional indemnity, ma- that the clauses wil! exclude Year 2000 but other markets could
Brazil General & Cologne Re Brazil Ltda chinery loss, and for directors and offi- See Year 2000 on nemt page follow,' says Dirk Lindemann
w,ll be the representative office for General
Re Corp m Stamford, Conn, and for of German insurance group
Cologne Reinsurance AG in Cologne, Ger- Fewer U.K. companies Gerling A.G.
many General Re has a controllmg mterest
m Cologne Re U S life reinsurer Rein-

surance Group of America Inc wall set up a offer private health benefitsLondon market operation next year, possi- Currently, 250 ships are insured with the
bly dunng the first quarter RGA may ex- Berlin-based Darag P&I Darag now has
pand its mternational operations, particu- By EDWIN UNSWORTH 1997 from 15 5% in 1992 Watson Wyatt also teamed up with Cologne, Germany-based
larly in Europe and South Africa, and has saw an Increase, however m the percentage of commercial Insurer Gerhng AG to extend its
started the process by buying 20% of finan- LONDON-The number of U K compames companies providing coferage to employees' mternational reach
cial services consultant 7801 (U K ) Ltd, a that offer private medical insurance benefits domestic partners, increasing to 15 3% this "At present, Darag focuses on the German
bancassurance speciahst, for £25 milhon is declining, a new survey shows year from only 3 2% m 1992 market," said Gerling Market Management
($4 24 milhon) The capitalizabon of RGA's Rising costs for such coverage is among the Since the first 1983 survey, the number of Director Dirk Lmdemann "The cooperation
London operations and the volume of bum- possible reasons for the dechne,according to UK companiesthatallopemployeestocon- with Gerhng glvesitaworldwide network and
ness it alrns to write there are still to be de- executives of Watson Wyatt Worldwide, tinue to receive private medical msurance greater product reach "
cided, but it w11 most likely become a mem- which iS due to release the survey later this benefits Into retirement atso has dechned The Cooperation also increases Darag's limit of
ber of the London International Insurance month latest survey found that 39% of companies coverage from 30 million deutsche marks
& Reinsurance Market Assn Itallan m- At the same time, another recent survey provide retiree health care benefits compared ($17 6 milhor.) to 100 milhon deutsche marks,
surer Assicurazioni Generali S.p.A. last suggests that few U K employees have an ac- with 43% in 1995 and 46% in 1992 focusing Darag's objective directly at the main
week became the most recent full member curate picture of the cost of the benefits they Among those compames, the percentage of business of P&I clubs
of LIRMA, addmg access to LIRMA non- receive cc,mpames prepared :o pa 1 for retirees' health "More owners with larger tonnage are look-
marine busmess and London Processmg Other key findings of Watson Wyatt's 1997 care premiums has fallen 10 21% ir 1997 from ing to buy P&I cover in Germany," said Mr
Centre Ltd systems to its open market non- Medical Benefits Survey are that more U K 29% in 1995, while tne percentage of compa- Lindemann "Our Initial interest ts Europe,
manne business and Institute of London employers are self-insuring their pnvate med- nies willing to share the cost of premiums but other markets could follow "
Underwriters marine business Generah leal coverage, and more are using either a bro- with the retiree has fallen to 8% from 12% Gerling and Darag are coinsurers in the ven-
has had a UK branch office m London ker or benefits consultant to obtain private over the same period ture, however, Darag w:11 manage the busi-
smce 1963, and this move wtll gtve Generali medical coverage "The apparent general reduction m cover is ness Last year, Darag's gross premiums wnt-
"new opportunities to do business," said The 1997 survey found that of 356 U K probably 11nked not only -0 rising costs but to ten rose to 146 million deutsche marks ($94 6
Terry Lmnegar, Generah's U K chief exec- companies responding, 55 9% provide pnvate employers taking a more sophisticated and million) from 138 million deutsche marks
utive Generah could underwrite London medical insurance for employees and their pragmatic look at this employee benefit," i $96 1 milllon) in 1995 However, dueto a fluc-
market busmess from its home office m Th- families, down from 75 9% of employers in John Gillman, a principal in Watson Wyatt's tuation in exchange rates, gross premiums
este, Italy, though a Generah spokesman the 1995 survey and 81 3% m 1992 health care practice m Re_gate written declir.ed in U S dollars Net income

said the company does not plan to do so at At the same time, the percentage of employ- Slightly more than 86% of companies sur- totaled 69 m-llicn deutsche marks ($44 7 mil-
present Alistair Ross Goobey has been ers restricting private medical insurance to veyed purchase insurance to cover pri- lion), up from 63 million deutsche marks
appointed as a normnated member of employees only has steadily risen to 28 8% in Ses Benefits on page 32 ($43 9 milhon)
Lloyd's of London's ruling Council, to take
over the place soon to be vacated by retiring
regulatory board chairman Sir Alan Hard- Australian brokers
castle Mr Goobey lS chef executive and
chief investment officer of Hermes Pensions

Management His appomtment has been ap- lose market share , 4.4 33 «

proved by the Bank of England Lloyd's
of London regulators have given their ap- Entry into workers comp eyed
proval for agency Duncanson & Holt Syn-
dicate Management Ltd. to set up two new -.

syndicates for the 1998 year of account By KATE TILLEY . -  -1. i j. AR1  /9.
Syndicate 1308 wall have £80 milhon * r , -» 54\1 <

1 \7*fiFriml
($135 8 milhon) m capacity and wlll write a GOLD COAST, Australia-Gross written premium in ily/: \
mixed book of busmess Including manne, Australia is increasing, but brokers' share of the market Alliliblillitil  4ji 4non-manne, aviation, space and catastro- has dropped, according to the regulatory Insurance and

20/&

phe remsurance, while syndicate 1999 wall Superannuation Commission th15- » -3 4 013»Yl . -
1 -speciahze in space business, backed by Don Gruber, Insurance and Superannuation Commis-

£12 5 mlion ($190 9 milhon) capacity Both sion assistant commissioner, told the National Insurance ., -1 1-917"K/..Cp-u.
syndicates wlll have Simon Spinney as un- Brokers' Assn national conference on the Gold Coast last Y

derwriter, supported by deputy underwnt- month that ISC statistics show the percentage of business
PHOTO AFPer Mark Pepper Shareholders last week brokers place has dropped to 28 5% from 33 7% between

unconditionally approved the merger be- 1994 and 1996 Two-train collision kills four in Portugal
tween Benfield Group P L.C. and Greig Over the same period, insurers' gross written premiums Human error is being blamed for a Nov. 8train collision in southern Por-
Fester Group Ltd John Hamblin unll grew 14 5% to $18 03 billion Australian ($11 17 billion) tugal, according to state-owned railway company Caminhos de ferro Por-
take over the role of active underwriter for while brokers' volume dropped 3 4% to $5 14 billion ($3 65

tugueses. Four people were killed when two trains coll,ded outside the Es-Bankside Syndicates Ltd 's syndicate 566 billion)

following the election of current underwnt- tomar station. The two trains carried 80 passengers. The rail company saidDespite the reduced volume, broker numbers are grow-
er Elvm Patrick to the Lloyd's of London ing On June 30, 1996, 1,004 brokers were registered in it will pay all compensation and costs-which have not yet been deter-
rulmg Council earher this month Australia The number grew to 1,021 by June 30, 1997, mined-associated with the incident.

See Brokers on page 32
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WILLIS CORROON salutes ANITA Z. BOURKE

Fifty-three years. -
IVA been a long time coming.

And were confident

the best is yet to come.
On October 4,1997, the Chartered

Property Casualty Underwriters Society
elected Anita Z. Bourke, CPCU and

CPIW, as president of its distinguished
organization for 1997-98. With
her confirmation, Anita became
the first woman to serve

as president of the CPCU
Society in its 53-year history.

Anita's recognition by the

prestigious 28,000-member
CPCU follows more than 16

years of continuing education

and dedicated professional ser-

vice to the property and casualty

industry's leading organization.
And it closely parallels her recent
appointment as vice president of

strategic planning for Willis Corroon.

Profbssionals like Anita Bourke exemplif
the Willis Corroon commitment to industry
excellence. Today, more than ever, the

people of Willis Corroon are acclaimed
by their peers and clients for

superior professionalism in

sharing specialist knowledge:

for delivering innovative

solutions: and for continuously
improving the quality and
value of insurance and risk

management services.

Willis Corroon, helping
organizations survive and succeed

through effective management
of their risk exposures.

WILLIS CORROON 

INTERNATIONAL

Year 2000
Continued from previous page
risks from general insurance poli-
cies. The Assn. of Insurance & Risk

Managers called upon individual
insurance companies "to come
clean"and finally "provide a clear
and definite statement for policy-
holders."

AIRMIC Vice Chairman David

Ketley said the insurance industry
has had two years to decide how it
will handle the Year 2000 problem,
"but risk managers and insurance
buyers are still no wiser as to what
will happen and cannot plan for
the future with any certainty."

He cited a number of uncertain-

ties, including that risk managers
do not yet know which insurers
will use the exclusion clauses or

how they will be interpreted, and
apparent disparity of views on
how strictly the clauses will be ap-
plied.

Mr. Ketley cited as an example
the failure of a commercial sprin-
kler system and the uncertainty
now whether an insurer would say
this is a Year 2000 exclusion and

that any fire damage is not cov-
ered.

Product liability coverage is an-
other worry, he said. If someone
suffers loss because of product de-
feet, such as an escalator stopping
suddenly, and that defect can be
traced to a Year 2000 problem, it is
unclear whether the insurer would

indemnify, he maintained.
"We're not asking insurers to

give additional cover. What we
want is to ensure they continue
with the cover they're giving at the
moment," he stated.

Also last week, the ABI joined
with the U.K. Department of
Trade and Industry in launching a
campaign to impress upon busi-
nesses the importance of taking
action to deal with the Year 2000

threat.

They warned that the end of
1998 was probably the latest dead-
line for companies to complete the
essential work of dealing with the
millennium computer problem.

ABI Director General Mark

Boleat said too many companies
are failing to take precautions to
ward off the year 2000 time bomb,
and that "insurance is not an alter-

native to taking action."

Mr. Boleat warned: "Insurers

cannot meet the consequences of
companies not modifying their sys-
tems to take account of the known

consequences of a known

event. . .Standard business poli-
cies are not designed to cover the
risks associated with the change of
century."

However, he added that some

forms of coverage would be avail-
able if taken out in a special policy
and certain conditions were met.

Such coverage will depend on
policyholders taking action to en-
sure their business systems, as well
as their suppliers' and customers'
systems, are "millennium-compli-
ant," he said.

Ironically, the DTI's participa-
tion in the awareness campaign
came in the same week that Parlia-

ment learned seven out of 16 gov-
ernment departments have missed
the government's own deadlines
for tackling the millennium prob-
lern.

Malcolm Bruce, a Liberal Demo-
crat Member of Parliament, com-

piled figures from written answers
given in the House of Commons on
behalf of the government. While
the Labour government has said it
could cost up to £3 billion ($5.11
billion) to prepare public sector
computer systems for the date
change to the Year 2000, so far
only £3.4 million ($5.79 billion) has
been spent, he said.

"At this rate, the government
will not be ready for the millenni-
um and many computer systems
will fail," he warned.

Meanwhile, London-based

Heath Reinsurance Broking Ltd.
has developed a "spread loss cov-
er" provided by London market
underwriters for Year 2000 risks
that defers the cost of the cover-

age, requiring a premium to be
paid only if there is a claim.
Stephen Hitchcock, deputy man-
aging director of Heath's interna-
tional division, explained that the
policyholder pays a booking fee to
reserve various levels of capacity
that then can be accessed if a loss

happens. At the same time, the
premium is negotiated and agreed
upon but is paid only when a claim
is made.

So far, the broker has prepared
two quotes on the policy, though
Mr. Hitchcock said he expects in-
terest to pick up next year. Ell
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Inquiry could affect brokers
Review of financial services may change regulation

By KATE TILLEY

GOLD COAST, Australia-A

federal inquiry into Australia's
financial services industry could
mean changes for brokers sooner
then they expected.

The federal government has
concluded the Wallis inquiry, a
comprehensive review of Aus-
tralia's financial services indus-

try. The review recommends rad-
ical changes to regulation of the
insurance industry.

Though he acknowledged that
brokers receive scant mention in

the 800-page Wallis inquiry re-
port, Alan Bishop, president of
the National Insurance Brokers

Assn., warned brokers not to be
complacent about it, as it will
have far-reaching ramifications
for all brokers.

The federal government is
committed to implementing the
changes recommended by the in-
quiry, headed by prominent Aus-
tralian businessman Stan Wallis.

The ISC will be replaced by
two authorities, one of which-
the Australian Corporations &
Financial Services Commission-

will regulate brokers and other
finance industry intermediaries.
The other will regulate insurers,

banks, and superannuation, the
Federal Government's compulso-
ry retirement savings plan.

Mr. Bishop said it is unfortu-
nate that the implementation of
Wallis would see the demise of

the ISC. "They've performed an
excellent regulatory role over the
years. In many respects, the ISC
has set world standards," he
said.

Noel Pettersen, Sydney-based
NIBA executive director, warned
that the changes are happening
faster than brokers had antici-

pated.
"We'd been expecting a pro-

gram of gradual change between
now and 2000, but the next six to
eight months will see radical
change," he said.

"We must rethink where we

stand as an association. Even the

word broker may disappear.
They want to simplify the finan-
cial services industry with a sin-
gle licensing system for all inter-
mediaries," Mr. Pettersen said.

When the new regulator, the
AC&FSC, is established, one of
its first roles will be to examine

existing laws, including the In-
surance (Agents & Brokers) Act.

Mr. Bishop said it is likely
many existing requirements for a
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nationwide Non-Admitted insurer and wants to talk to you

about programs others have rejected. Wanted are small

program business which most insurance carriers will not

entertain because overall premium volume and/or the

minimum premium per insured are too small.

BSI
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BSI BEITLER SERVICES, INC.

1050 Wall Street West - Suite 610

Lyndurst, New Jersey 07071
Phone: (201) 460 - 8900

Fax: (201) 460 - 8593

F6r advertising information contact: Cheryl Adeszko,
Classified & Services Guide Advertising, 740 North Rush Street, Chicago, Illinois 60611.

Telephone (312) 649·5340 · Fax (312) 649-7937

brokering license will remain but
that formal arrangements for
competency standards and dis-
pute resolution will be included.

"Our primary concern is to en-
sure the push for change and
consistency does not dilute what
NIBA and the industry have
achieved," he said, and that bro-
kers are not "swept up in solu-
tions to other peopl€'s prob-
lems."

The ICA's Mr. Mason also

warned that brokers and the rest

of the industry could face in-
creased regulation "designed for
other sections of the financial

services market that are a long
way behind" the non-life indus-
try.

Richard Smith, ISC deputy
commissioner, non-life, also

warned that implementation of
the Wallis recommendations will

affect broker regulation.
The legislation is being devel-

oped to set up the new regime,
consisting of the AC&FSC and
the Australian Prudential Regu-
lation Authority, which will reg-
ulate insurers. Mr. Smith said

while no date has been set for the

legislation to go before the feder-
al Parliament, it is expected to be

· introduced in early 1998.

Benefits
Continued from page 29
vate medical benefits, down from
94% in 1992. This mainly reflects the
growing use of captive and self-insur-
ance programs, used today by slight-
ly more than 6% of the companies
surveyed, compared with 2.6% in
1995 and none in 1992.

The survey also found that with the
introduction in Britain of the insur-

ance premium tax in 1994, many
companies say they are considering
financing employee health care ex-
penses through tax-exempt employee
health trusts, though few are actually
making the switch. Employers can set
up these tax-exempt trusts solely for
the benefit of employees, with the
funds used by the employee to pay for
the cost of treatment.

In 1995, 32% of companies stated
they were considering EHTs, and of
these, 44% planned to make the
change. In 1997, 24% of companies

Brokers
Continued from page 29
with 71 licenses lapsing and 88
new ones being issued.

In a separate presentation,
economist and social commentator

Phillip K. Ruthven, executive
chairman of Ibis Business Infor-

mation Pty. Ltd. in Sydney, Aus-
tralia, estimated non-life written
premium will grow to $22 billion
Australian ($15.61 billion) by
2001.

Mr. Gruber said premium vol-
ume growth areas are in compul-
sory insurance, such as third-par-
ty personal injury and workers
compensation, Brokers are not
heavily involved in either area, as
state governments regulate premi-
urns.

NIBA has set up a CTP subcom-
mittee to coordinate the states' po-
sitions and seek ways to improve
broker involvement and also is

seeking involvement in organizing
states' workers compensation pro-
grams, said Alan Bishop, NIBA
president.

Alan Mason, chief executive of
the Sydney-based Insurance

Council of Australia, told brokers
the ICA supports broker involve-
ment in workers comp but that it
is "up to you to argue your case
with employers."

Mr. Gruber warned that for bro-

kers with premium volume of less
than $1 million Australian

considered EHTs, though only 13%
were planning to make the change.

Also, the percentage of U.K. com-
panies using a broker or benefits con-
sultant to negotiate their private cov-
erage has increased steadily. The lat-
est survey shows 70% of companies
use an intermediary, compared with
about 66% in 1995 and 42% in 1990.

Meanwhile, a separate study re-
leased last week by Towers Pemn on
benefit effectiveness indicates that

few U.K. employees realize the true
cost of their company benefits, and
still fewer rate employee benefits very
highly as a reason for staying in their
jobs.

Only 26% of employees say that
benefits are one of the main reasons

they stay with a company. They also
have a very low perception of the true
cost of their benefits, with about 62%
of workers thinking their benefits are
worth less than 20% of their pay,
whereas the average cost to the em-
ployer can be more than 30%, says
Towers Perrin.

"The message from the research is

($710,000) a year, the future is
bleak. "It's not clear to me how

they can be viable at that level,"
he said during the presentation.

He said statistics show the top
20 brokers in Australia account

for 52% of brokers' premiums, the
top 100 comprise 69% and the top
200 account for 78%, which leaves

little for the remaining 821 bro-
kers.

Mr. Bishop, who also is princi-
pal of EBM Insurance Brokers Pty.

Innovative thinking
is 'required daily, not
just when an account
is up for renewal,'
says Alan Bishop.

Ltd. in Perth, Western Australia,

in his opening address to the con-
ference, acknowledged that bro-
kers are under threat, particularly
smaller brokers. But he said some

were "hell-bent on self-destruc-

tion" by failing to adapt to
change, and instead being moti-
vated by seeking the cheapest
rates.

"This sacrifices the long-term
stability of the industry," Mr.
Bishop warned.

"Creativity and innovative

thinking are required daily, not
just when an account is up for re-
newal." inll

that employees don't fully under-
stand or appreciate the value of their
benefits, largely because benefits are
not communicated to them," said

Tammy Mattson, Towers Perrin's
benefit strategy practice leader in
London,

Towers Perrin intends to turn the

report into an annual Benefit Effec-
tiveness Index, which would tell em-

ployers how well they are doing in
achieving their aims and whether
their benefits programs are helping
them meet business objectives.

The 1997 Medical Benejits Survey
costs £150 ($256) plus 17.5% VATfor
a summaly of key results, or £350
($597) plus 17.5% VATfor thefult re-
port. It is avaitable:from Jan Booth,
Watson Wyatt Healthcare Practice,
Watson House, London Road,

Reigate, Surrey RH2 9PQ, England;
phone: 441-1737-274-503; face: 441-
1737-241-496.

The Towers Perrin study is not avail-
able to the public. It witi be distribut-
ed to employerparticipants only.

U.K. directors may face more suits
By CAROLYN ALDRED

Directors and officers may face
more shareholder suits if recommen-

dations of the government's law re-
form body are adopted.

In its first set of proposals for re-
forming corporate law, the Law
Commission last month published its
final report on Changes to Share-
holder Remedies, recommending
changes in law and court procedure
to make it easier for small sharehold-

ers to sue company directors.
The move, however, is unlikely to

have any impact on a still-softening
D&0 liability insurance market, ob-
servers note.

Among the recommendations in
the Law Commission's report is that
the law should be modernized to ex-

pand grounds for derivative actions
by shareholders. In a derivative ac-
tion, a shareholder seeks to enforce a

right that the company chooses not to

exercise. This may include a claim
against a director, for example. The
commission proposes removing a re-
striction in the law so that sharehold-

ers may bring these derivative ac-
tions if the directors have been negli-
gent but have not committed fraud.

"The shareholder's remedy to en-
force his company's claims against
directors is the means by which, in
the last resort, corporate governance
is enforced," Dame Mary Arden,
chairwoman of the Law Cornmission,
a government-funded legal review
body, wrote in a recent article.

However, while making it easier
for shareholders to bring legal action
against company directors, the Law
Commission also proposes that a
company's article of association con-
tains a basic dispute-resolution
mechanism, so as to encourage
shareholders in the future to have

pre-agreed routes to resolve disputes
without litigation.

Although insurance executives
agree the proposals would result in
more litigation against directors,
they do not anticipate any immediate
changes in rates or capacity in a
highly competitive D&0 market.

If the law is changed, "we will see
an increase in the number of claims"

against directors, but for the foresee-
able future, the market is likely to re-
main soft, said Martin Beagley, a di-
rector of Willis Corroon Professional

Risks in London.

Other legal developments, such as
the increasing use of conditional, or
contingency, fees to fight legal ac-
tions; the proposed introduction of a
new corporate manslaughter charge;
and various European Commission
proposed legislation affecting direc-
tors' responsibilities, are increasing
directors' liabilities without impact-
ing the market, noted Mr. Beagley.

"There is no sign of the market
See D&0 on page 34



.*A»

4

1*

AT MILLIMAN & ROBERTSON
WE ADMIRE EINSTEIN MORE FOR HIS CREATIVITY

THAN FOR HIS GENIUS WITH NUMBERS.
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Of course Albert Einstein had a way with num-
1947-1997

hers. But what separated him from other brilliant

 mathematicians was his ability to see beyond the diy,analytical data to the innovative solutions that would
YEARS OF Ibrever change the world.
EXCELLENCE

At Milliman & Robertson, our property/casualty
consultants also realize the value of looking beyond the numbers.
After all, in todayt »uncertain world, theret no easy way to predict the
future economic responsibility of adverse events. No tools or computer
programs can predict the cost of tomorrows work-site accident or

fender -bender. Thats why our consultants go out of their way to see
past their calculators and discover what -works best for you. To not
merely offer actuarial solutions for today but to oiltr innovative solu-
tions to help both b-usinesses and individuals manage the future.

To discover the many benefits

of working with a creative properly/
casualty consultan'. cot,i _. one of «000
the Milliman & Rot.- _. -'. n offices

MILLIMAN & ROBERTSON, INC..
listed below Or visit us online at

www. milliman.com.

•Albany •.\11.,ii.,1 •1'.?n:iucla •Boston •(111,:i40 •D.illa: •Denver •Hartfold •11,-,ii:ton •Indianapolis •Irvine •Log \ng,:les •Mil-wn,:I,re .\lirijtieapoh. •Ne-*-York •Omaha
•Pilail.,il!l,1.i.i •Phoenix •Portiancl, ME •Ii.,iti.li,(1, OR •St. 1_ouis •5.11+ 1«ike c :ty •San Diego •San 1 i.iii. io •Stattle :1.ii,11* . lokyo •H.1.111:igto'i. ID.C

Alber, L ingf.lift Licensed by The ]-lebrew Ljoiver:ily Repm,ented by The Roxer Rithman Agency: inc, Beverly Hill:, CA. (u 199* IMilliman & Robc:-so,i
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INTERNATIONAL

D&0 Chubb wiM bring out a new, broad-
ened policy in the next few months High heels may trip up fashion show
Mr Horton would not comment on

Continued from page 32 changes in the policy wording but BIRMINGHAM, England-Six- held m the Birmingham, England, "This is the frrst year that stiletto
hardening," he said, predicting fur- hinted it would offer additional inch-plus stiletto heels-in vogue center Dec 5-10 The accidental heels have been back for a long
ther rate reductions of 5% to 10% coverage this year-are presenting new risks death and dismemberment insur- time They are six inches or more
for next-year renewals Julian Enoizi, Chubb's counsel for runway models ance would pay an injured model high, a nightmare to wear and very

It is good news for policyhold- for Europe, said the proposed legls- So great is the concern that run- her weekly wage until she can work dangerous An Injury could put a
ers, but we wonder when it's ever lation lS designed to "encourage a way models for a major fashion again model out of work for months," said

going to end," he said, noting there greater level of professionalism" show in the United Kingdom's Na- The insurance policy, which pro- a spokeswoman for the show's orga-
is "increasing capacity particularly among company directors tional Exhibition Centre next vides up to £50,000 ($85,230) for nizer, Barker Brown Ltd of Lon-
at Lloyd's" of London It is currently "very difficult" for month threatened to pill out with- each model, iS underwntten by don

Dean Horton, a senior underwrit- a shareholder to bring a derivative out insurance coverage for physical Groupe des Assurances Nationales, "The catwalk is the longest in the
er for executive protection at action against a director, and the injury a spokeswoman for Lloyd's Bank world, and the models do up to sev-
Chubb Insurance Co in London, proposed changes, together with al- At the last minute, British bank- confirmed She refused to reveal the en shows a day It becomes very
also descnbed the market as soft- lowing action for negligence, will ing group Lloyd's TSB PLC, the premium paid for the coverage fraught and frantic, and paradmg in
"softer than the softest pillow, with mean "directors are going to be sponsor for Clothes Show Live '97, The return of the stiletto heel has stilettos wlll take its toll," she said
no sign of hardening at all " more open to actions," he said arranged and paid for £1 million been one of the most talked-about Several models had threatened to

Not only are rates under pres- The proposals will "mean more ($1 7 million) of coverage for 20 fashion developments this season pull out of the show unless insur-
sure, but coverage wordings also litigation, but there will still be models who must wal< the world's and is causing concern for a genera- ance coverage was provided, the
are being constantly broadened, tight controls so the floodgates will longest runway up to seven times a tion of models and fashion followers spokeswoman confirmed
said Mr Horton, adding that not open," he said Ell day during the exhibition, to be unused to wearing them -By Carolyn Aldred
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IN RE TRANSIT CASUALTY COMPANY IN RECEIVERSHIP
CAUSE NO CV185-1206CC Sub-total

ADMINISTRATOR Skeet, Chicago, IL 60611 2590 28,694

NOTICE OF HEARING Associations 305

You will be responsible for assisting the Corporate PARTIAL DISTRIBUTION
Government, Unions and

Risk Manager in protecting the company from loss by helping to 0030/5/jionco//unROUR Educational Institutions 1,046

design and manage effective loss control measures, cost effective TO All Creditors ot Transit Casualty Company in Receivership ('T ansil')
Commercial Consumersrisk transfer measures & effective claims administration You will Where Division Il, Cole County Coutthouse, Jelleson City, Missoun

also provide continual review measures of the groups' changing The City of New York Pre-Tax Benefits When November 21,1997 at 2 00 pm,CST
Sub-total 30,045

loss exposures and risk retention levels in the context of those Program is soliciting competitive propos
als from qualified vendors to provide ad Insurance Agents and Brokers 8,462

changing loss exposures As the principal representative of the
visory and administrative services relating PLEASE TAKE NOTICE THAT A HEARING WILL BE HELD BEFORE THE HONORABLE Insumnce Companies 7,336

Risk Management Department in the absence of the Risk Manager, to its Section 125, Flexible Spending Ac BYRON L KINDER, CIRCUIT COURT JUDGE, ON THE APPLICATION OF TRANSIT'S SPECIAL AceoutltantS, ACtuaneS,
you will interface with outside service brokers count plans with special emphasis on Sec DEPUT" RECEIVER, BURLEIGH ARNOLD, TO APPROVE A "FOURTH DISTRIBUTION" OF Attorneys & Consultants 2,823tion 129(a) component plans for City of TRANSITS ASSETS TO CLAIMANTS

To qualify, you must have a Bachelor's degree, preferably in New York Employees The City offers em Adjustem, Appfaisets, TPA's, Captive Managers
YOU MAY PARTICIPATE IN THIS HEARING IN PERSON OR BY TELEPHONE IF YOUengineering or business (An advanced degree would be an asset ) ployees an elective opportunity to reduce & Health Care Pmwders 1,648

Pnor hands-on experience in insurance/risk management within their cash compensation m order to re- DESIRE TO PARTICIPATE BY TELEPHONE, PLEASE CONTACT RIC MUNOZ AT (310) 772 - 8355 Others Allied to the Field 915

the chemical or petrochemical industry is necessary ceive an equivalent amount of payment AT LEAST 48 HOURS BEFORE THE HEARING AND HE WILL ACCOMMODATE HE WILL ALSO GIVE
for dependent care assistance and health yOU DIRECTIONS TO THE COURTHOUSE IF YOU DESIRE TO APPEAR IN PERSON
related uninsured expenses that will be

Total Qualified 51,229
To apply, please write or fax to The Westlake Group of

excluded from gross income under Sec- Pummt to the Couft-approved Plan of Distribution and the formula for dismbution, Non-qualified/Paid Subscnption 31

Companies, Hit Dept, 2801 Post Oak Blvd , Houston, TX 77056, tions 125 and 129(a) of the Internal Rev the Spe: al Deputy Receiver will seek the Court's approval to make an nier Im, lourth partial SingleCOPY Sales 2

Fax. (713) 963-1548 Non-Smokers preferred No phone calls. enue Code The City also offers Medical distribu lon of the net available assets of the Receivership m order thal Transit may pay ceflam
please EOE, M /F/ D/ V Spending Conversion that allows health claimants a percentage oltheliallowed acknowledged claims in,lanuafy 1998, or ac soon thereatter mTAL CIRCULATION 51,262

premiums to be deducted from employee as poss,]te, in accordance with Se(lion 375 700, Revised Statutes 01 Missoun

The
compensation on a federal pretax basis
The program allows for the Inclusion of The Special Deputy Receiver will present testimony to Judge Kinder from Transli's * Sol#088usinesOm*onal
some 400,000 public sector employees eli staffand consultants on theassels available for distribution, the present"allowed claims"agamst breakdown of qualmed 011011tfoll,

Westlake Group gible for benefits The Request for Propos- the estat3 and an actuarial estimate 01 the dollar amount of future claims still pending against the May 26,1997 Issue, as
als is available beginning 12/1/97 Propos-
als will be due on 1/16/98 To receive a

estate Tits evidence of Transil'sassets and habilities will be considered by the Court, along wilh submitted to BPA for June 1997

of Companies i copy ofthe RFP orif you have any ques- any evidnce a cialmant may wish to pfesent, m determining the exact percentage olthe allowed BPA Publishers Statement

tions, please contact Lou porpora at (212) claims whict may be paid lo third-class ol creditors i n Ihis foutth distribution
306 - 7306



7C¤C

DU.367<666 17(JU,UnCES, 1NUVUIIAL)er li, 1*3 //06

IWIa-*al I,aal*h narit.,..8*8 1..a,· CLF, id.,

www.businessinsurance.com

8'VB BRIBTBI!  W]16]8 !]BW W[f
SUBSCRIBE FEEDBACK

UPDATES S*, ./

MAGAZINE

INTERNET ARTICLES

GLOBAL FOCUS

DATEBOOK

WEB LINKS

CLASSIFIEDS

OPINIONS

Business
Insurance®
www.businessinsurance.com

Now you can find Business Insurance online

at www.businessinsurance.com on the World

Wide Web. And just as you rely on B/'s weekly
issues for up-to-the-minute, in-depth news

reporting and tracking of trends and develop-
ments, you'll rely on 8/'s online departments for:

• UPDATES: Late breaking news items from the
magazine updated every Friday evening.
• MAGAZINE: Information about 8/ ... including
staff profiles, editorial calendar listing spotlight
reports, listings of specialized directory issues,

special events and services, advertising infor-

mation, and the opportunity to subscribe or

renew your subscription to 8/, directly, online.

• INTERNET ARTICLES: Articles from past issues
of 8/ about internet-related issues.

• GLOBAL FOCUS: Articles from 8/'s Global Focus

demographic section... reporting on interna-

tional risk management issues. This demo-
graphic edition is mailed only to subscribers
outside the U.S.

• DATEBOOK: A searchable listing of industry-
wide meetings and events.
• ONLINE FORUMS: A forum for users to

exchange information and discuss a wide

range of risk management or benefits manage-

ment topics.

• WEB LINKS: A directory of related sites on the
World Wide Web of interest to risk and benefit

managers and others involved in the insurance
business.

• CLASSIFIEDS: A weekly posting of our classi-
fied section, The Professional Marketplace.
• OPINIONS: Viewpoints from Business /nsurance,
including the featured weekly cartoon.
• TICKER: 8/'s stock index of leading compa-
nies in the commercial insurance industry, with
trading information updated continuously, as
well as columns by noted insurance analyst
Myron Picoult.

PLUS ... at the click of a button, you can ...

SUBSCRIBE or renew your subscription to 8/'s
weekly issues, or send your FEEDBACK to our
editors directly on our home page.

So if you're among the more than 149,000*
regular weekly readers of the newsmagazine
- corporate executives responsible for risk
management, employee benefits and man-
aged health care ... an insurer, reinsurer,
agent, broker, consultant, managed care
executive, attorney, or among the scores of
others who surf the Internet - visit B/'s home

page at... www. businessinsurance.com

*Includes pass-along readership

New York: Tel: 212-210-0133 • Fax: 212-210-0704 • Chicago: Tel: 312-649-5276 • Fax: 312-649-7937 • Los Angeles: Tel: 213-651-3710 • Fax: 213-655-8157



38 / Bustness Insurance, November 17, 1997

Fees Benna He said the problem of fee Butler, president of Pension Dy- Updates
disclosure is particularly focused namics Corp , a Lafayette, Calif -
on employers who have 250 or based consulting firm The result

Cont:nued from page 1 fewer participants in their plans is "the magic of compound inter- Larger tobacco deal sought
with the accounts should be fully The question of disclosure can est working against us," he said
disclosed "Participants need be handled two ways, he said The He would like to see the develop- WASHINGTON-The chairman of the Senate Judiciary Committee
clear, accurate and understand- ment of some standard for mea- wants the tobacco industry to pay nearly $400 bulion over 25 years in re-
able disclosures," said Shaun suring the costs of 401(k) plans turn for immunity from smokrng-related class action suits
O'Brien, retirement policy analyst Plan 'participants need Not all speakers favored greater Sen Omn Hatch, R-Utah, last week unveiled his bill designed to im- 
with the AFL-CIO m Washington fee disclosure, particLlarly if man- plement the proposed settlement between cigarette makers and 40 state

"All fees should be noted and clear, accurate and dated by government attorneys general Although the proposed settlement would require to-
explained," he said understandable "Current fiduciary standards bacco companies to pay $368 5 bilhon, Sen Hatch's measure sets a pnce

Full disclosure of all fees is nec- adequately protect 401(k) plan tag of $398 3 bdlion because of increases in punitive damages, which the
essary, agreed Ted Benna, presi- disclosures,' says the participants m the vast majority initial proposal set at $50 bilhon (BI, June 23)
dent of the 401(k) Assn in Cross AFL-CIO's Shaun O'Brien. of cases, and mandating the form The increased punitive damages would go to the National Institutes of
Fork, Pa, and the designer of the and content of fee disclosures to Health for the study of tobacco-related diseases The Hatch bill also spells
first 401(k) plan Mr Benna said plan fiducianes or participants out that states would not have to return any of the settlement to the fed-
the disclosure also should include would increase the cost of main- eral government to compensate Washington for the portion of Medicaid
who is paying the fee-the plan 401(k) industty can voluntarily taining 401(k) plans without pro- btlls it picks up A recent letter from the Health Care Financing Adminis-
sponsor or the plan participant disclose fees or face being re- viding commensurate value to tration reminding states of their legal obhgation to reimburse the federal

"Participants think they are get- quired to do so by the government, participants," said Lynn Dudley, government for its Medicaid share drew angry protests from the states in-
ting a fund at a normal manage- he said vp-retirement policy for the Assn volved m the proposed settlement (BI, Nov 10)
ment fee" and then find out they Even small fees can have a large of Private Pension & Welfare The Hatch bill is one of three major tobacco bdls introduced in the Sen-
are paying much more, said Mr impact over time, said Stephen J Plans in Washington ate dunng the past few weeks A bill unveiled by Sen John McCarn, R-

Arm, would implement the settlement as drafted with the exception of
addmg the requirement that tobacco companies pay mto a special trust

network after the broker was ac- Van Der Vliet fund for tobacco fanners for their loss of hvellhood A third bill, intro-

Microsoft quired However, J&H last year moved duced by Sen Edward M Kennedy, D-Mass, would slap a new $1 50 per
Mr Lange also raised questions about 40% of Microsoft s business pack tax on cigarettes but would not settle any suits

about J&H Marsh & MeLennan's from the broker's Seattle office to No action w11 be taken on any of the bills until early next year, when
Continued from page 2 decision to direct middle-market its San Jose, Calif, office The Congress returns from its year-end recess

Mi Lange, though, recently has property/casualty business writ- broker reasoned that because the
expressed concerns about devel- ten by Chubb Corp into regional San Jose office lS located ln the
opments at J&H Marsh & MeLen- centers instead of placing that heart of the Silicon Valley, the of-

Bank will appeal judgment
nan since J&H was acquired business through the broker's 10- fice could better serv_ce that por- RICHMOND, Va Signet Banlnng Corp will appeal a federal judge's

For example, Mr Lange was cal offices The centers may be an tion of Microsoft's account, Mr decision that it must pay $10 milhon to a financial institution that Signet
concerned about how J&H's de- example of how large brokers may Van Der Vliet said unwittingly drew mto a fraudulent loan scheme
parture from the UNISON corre- try to control the market, he said He said Aon had contacted him In the scheme, Edward J Reiners in late 1995 represented to Signet that
spondent broker network would (BI, Oct 13) and that he decided tc move to the he was a Phihp Moms Cos Inc employee charged with conducting secret
affect Microsoft's overseas affili- None of the Microsoft coverage world s second-largest i etail bro- offshore meotlne research Mr Relners sought hundreds of milhons of dol-
ates (BI, Oct 6) J&H, UNISON's that Chubb writes was moved to a ker before Microsoft decided to lars m loans for several companies so they could secure computer equip-
largest member, pulled out of the regional center, according to Mr change brokers in ment that Phillp Moms would lease for use m the research project

There was no such project, and Phihp Morns had not asked Mr Rein-
ers--a former employee-to arrange any computer leasmg agreement

jurisdiction with strong regula- Humana, agreed "HCA operat- But, based partially on a bogus document Mr Remers produced, Signet

Captives tion ed Parthenon as a separate entity extended the loans and enlisted the support of several banks, including
The court also indicated that It was separately staffed and Hitachi Credit America Corp In total, Signet disbursed more than $300

"one land mine you really have to managed It maintained its own milhon in loans The banks soon discovered the fraud, and Mr Reiners
Continued from page 2 avoid at all costs is any kind of personnel files, accounting was apprehended But, about $100 milhon of the loan proceeds remam
fered from Humana in several comfort letter," according to Mr records, information management missing
ways, however, including that Harkavy system, cash management system Hitachi sued Signet for breach of contract and fraud In a July 21 sum-
HCA provided an indemnification In the 1989 Humana ruling, the and banking arrangements The mary judgment,aUS Distnet Court Judge in Richmond, Va, found
letter to a fronting insurer for part 6th Circuit held that Humana transactions between Parthenon Signet hable under the breach of contract clarm On Nov 6, the judge or-
of the coverage placed with subsidiaries are entitled to deduct and the sister subsidiaries con- dered Signet to pay Hitachi approximately $10 milhon in unrecovered
Parthenon, undermining HCA's premiums paid to a captive whol- stituted a bona fide insurance ar- loan amounts, attorney fees and interest
claim that the captive shifted risk ly owned by their parent, but that rangement," the ruling noted A Signet spokeswoman would not comment, but the bank previously

The "comfort letter " led to a The court also shot down sever- said it is covered for its losses USF&G Corp, Signet's bnancial mstitu-
partial loss of HCA's deductions, al IRS attempts to distinguish the tion bond underwnter, is disputing coverage m htigation in Baltimore
but the court largely re]ected the 'One land mine that case from Humana County Circuit Court m Matyland
IRS's arguments and found that Unlike Humana, for example, Until recently, such bonds did not cover losses from fraud, said bank
the captive coverage was true in- captive owners have to HCA provided a "comfort letter" and broker sources But, as the market has softened, some underwnters
surance and that HCA sub- avoid at all costs is any agreeing to indemnify workers may have agreed to cover that nsk, the sources said
sidiaries shifted risk to compensation fronting insurer
Parthenon kind of comfort letter,' Ideal Mutual Insurance Co if Briefly noted"It's a highly fact-based deci- says Jon Harkavy. Parthenon failed to Fay reinsur-
mon" that doesn't necessarily cre- ance claims The U S Supreme Court agreed Fnday to hear a sexual harassment
ate guiding legal principles for The court found that workers case that wnll help clanfy exactly when an employer can be held respon-
captive owners, observed Jon compensation was not a big sible for a supervisor's harassment of an employee The ease, Faragher
Harkavy, vp and general counsel the parent company itself is not It enough part of Parthenon's busi- us Boca Raton, involves a female hfeguard's suit against the city of Boca
of USA Risk Services Inc in Ar- reached this conclusion partly by ness to affect the validity of the Raton, Fla,, after two supervisors subjected her to sexual harassment
lington, Va But "the good news lS finding that losses suffered by the overall arrangement, however, lt The Supreme Court heard oral arguments last week m an age bias
that lt reaffirms Humana " captive affect the parent compa- also found that the indemnifica- case, Dolores Oubre us Entergy Operattons Inc, revolving around the

Like Humana, the HCA case ny's net worth but not that of the tion agreement meant there was question of whether workers over 40 who think they were illegally pres-
arises within the 6th Circuit, and subsidiaries, thus, only the sub- no workers comp risk shifting for sured to quit their Jobs must return any severance they received before
whether the precedent would be sidiaries have shifted their risk of the few years the agreement was fihng a suit under the Age Discnmmation m Employment Act
followed in other circuit courts is loss in force and denied deductions for The Caliornia Supreme Court has agreed to review Lane vs Hughes
an open question, Mr Harkavy Taking its cue from Humana, the related workers comp premi- Aircraft Co, which mvolves an $89 milhon 1994 Jury award, most of it
said HCA did not try to argue that its ums punitive damages, in a racial discrimination case (BI, Nov 21, 1994)

Meanwhile, the luling under- own premiums should be de- The IRS also argued that true The Pension Beneht Guaranty Corp wall guarantee an annual bene-
scores several elements important ductible, but HCA did contend insurance didn't exist because fit of up to $34,568 16 to participants of underfunded pension plans that
in arguing for captive premium that ltS hospital units-number- HCA units had no choice but to termmate next year and are taken over by the PBGC The 1997 maxi-
deductibility, he added, including ing as high as 135 before a 1987 insure with Parthenon "Choice," mum benefit guarantee was $33,136 32 Ambac Assurance Corp., a
that the captive be formed for le- reorganization-should be able to the court wrote, "plays no role in umt of New York-based Ambac Financial Group Inc, will pay $124 4
gitimate business purposes other deduct payments made to deciding whether the policies be- milhon to acquire the College Construction Loan Insurance Assn and its
than tax reasons, and that lt be Parthenon tween Parthenon and its sister operating company, Washington, D C -based Conme Lee Insurance Co ,
well-capitalized and based in a The Tax Court, also following subsidiaries constituted insurance according to terms announced last week of the defimtive merger agree-

as commonly understood in the ment between the two financial guarantee insurers (BI, Oct 27, Oct 13)
Industry " Ambac wall pay $106 milhon for the company's outstanding shares and

Directory deadlines near The coirt also rejected the In- retrre $18 4 milhon of the holding company's debt obllgations Fman-
ternal Revenue Service argument cial guarantee Insurers MBIA Inc, based in Armonk, NY, and New
that HCA had agreed to provide York-based CaplVIAC Holdrngs Inc have signed a dehnitive agreement

Business Insurance will pub- extended deadline of Nov 21 financial help if Par:henon ran to merge m a stock transaction valued at about $607 milhon (BI, Nov 3)
lish its annual Directory of Em- If your company generates at into trouble While Tennessee reg- The agreement calls for CapMAC shareholders to receive MBIA stock
ployee Benefit Consultants in least $500,000 m revenue from ulators may have expected HCA equal to $35 for each share of CapMAC stock The 3rd U S Crrcult
the Dec 8 issue, which also will employee benefit consulting and to pro ide support, there was no Court of Appeals has upheld a lower court's decision to dismiss a 1992
feature a market report on em- has not yet received a question- "binding agreement that HCA or keyboard injury suit against IBM Corp Schneck vs IBM, which alleged
ployee benefits naire, please request a form by the sister subsidiaries do so," the IBM data entry and card-punching machines were defectively designed

The directory lS published as calling Assistant Directory Edi- court found and that IBM had failed to warn of the hazard, was dismissed by New
an editorial service, and there is tor Matt Scroggins at 312-649- Jersey District Judge Garrett E Brown Jr in June 1996 The U S
no charge to be included 5483 Hospital Corp of America and Supreme Court has let stand without comment a federal appeals court

Companies wishing to be in- Nov 21 is also the extended subsid:anes us Commissioner of ruhng that consohdated all silicone breast implant litigation agamst
cluded must simply submit a deadline for the annual Directo- Internal Revenue, U S Tar Court Dow Coming Corp under U S District Court Judge Page Hood m De-
completed questionnaire by the ry of Managed Care Providers docket nos 10663-91 13074-91, troit

28588-91 and 6351-92

vp PIN will link the states and the--Insurance, Council oi Agents & license Soon, those letters will be nal background of producers and -Chief, Agent Licensing Section
companies, establishing a system Brokers, Independent Insurance a thing of the past Add to that the provide companies "permission" State of Wisconsm

upon which other services can be Agents of America, National Assn cost savings for the msurance com- to hire such individuals This is not Madison, Wis
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Results reflect a $20 milhon charge to increase health on the down trend in the mdustry," said l\(hchael B Insurance Index
care claims reserves for anticipated health care LeConey, an analyst with National Secunties
costs Inc in New York

Contmued from page 2 Among the pubhcly traded HMOs, a number
1,540

"The outlook for next year is pretty good, giv-
merger and acquisition activity among HMOs to of factors are reflected m earnings, said Mark en everybody's talklng about 4% to 7% com- 1,520

continue Jamilkowski, an HMO analyst at Conning & Co mercial rate increases," said Mr Mains of Ad- 1,500 
Aetna's net mcome for the third quarter to- in Hartford, Conn "You have mtegration issues vest 1,480 

taled $117 8 milhon, down 3 8% from $122 4 at PacifiCare not unlike the integration issues "Generally, the market seems to be receptive
milhon For the mne-month penod, the compa- when Umted took over MetraHealth a year- to rate increases in the mid-single digits, which
ny had $627 2 milhon in net income, down and-a-half ago You have operational issues at lS, on an histonc basis, still lower than expen- 1,420 
17 3 % from $7 5 8 1 milhon m 1 996 Aetna and Oxford, and I would say probably ence trends," said Mr Jamilkowsla

Among other HMO results reported CIGNA as well Employers seem to understand "that the zero 1,380 
• Minneapolls-based Umted HealthCare "So are these companies truly producing re- to negative price increases over the past couple 1 360

Corp reported mne-month net earnings of sults that are indicative of their long-run earn- of years were more an aberration than the
$340 7 milhon, up 14 7% from the sameperiod ings power at this point in time? The answer is norm," he said
a year ago probably'no,'" Mr Jamilkowsla said Nevertheless, Mr Jamilkowski said, "It's go-

• CIGNA Corp 's employee hfe and health Quarterly earnmgs performances have been mg tO take another quarter or two" to determine 1280 ////////////
benefits segment, which mcludes its HMO and better overall than those of the previous year, how successful compames are m overcormng 9/26 10/3 10n010n710/24 10/31 11/7 11n4
mdernmty operations as well as results for which reflects that HMOs have begun to raise their problems

Base=100 on Dec 29,1978Healthsource Inc as of June 25, reported quar- prices, said Arum N Kumar, a director at rating "There are stlll operational issues to over-
Source Nordby International Inc

terly operating income of $128 milhon, up less agency Standard & Poor's Corp m New York come, the group is going to continue to consoh-
than 1% from a year earher For the nine Meanwhile, the lower-than-expected results date There are just fundamental forces at play
months, CIGNA's HMO and indemnity opera- of Oxford, Aetna and CIGNA "were indicative here that are not going away," Mr Jamilkowski
tionshadoperating incomeof $371 milhon, up of deeper problems in the industry only to the said PCS catastrophe options
3 1% from $360 milhon forthe same penod last extent to which Industry participants are domg The outlook for next year is "somewhat As of Nov 14

the same thmgs as those companies, ie, com- guarded, depending upon how the integrations Call Pnce Call Price

•Louisville, Ky -based Humana Inc 's report- pletlng large acquisitions hke Aetna or CIGNA, of the acquisitions that occurred through '96
spread bid/ask spread bid/ask

National Annual 1997 California Annual 1998

ed nlne-month net income of $125 milhon, up or havmg problems with Information systems and'97 finish," said Richard Shaw, a financial 60/80 -/10 40/60 1 U23

42% before special charges for the comparable hke Oxford," said Rob Mams, an HMO analyst analyst with Oldwick, N J -based A M Best Co 80/100 -/15

period a year ago For the third quarter alone, with Advest Inc m Albany, N Y "If everythmg goes according to plan, I thmk'98 National Annual 1998 Western Annual 1998

net income mereased 37 5% to $44 milhon "I don't think there's a common thread run- wll be better than'97," he said 40/60 115/130 40/60 20/25

60/80 70/83 70/90 -/23
• Santa Ana, Cahf -based PacifiCare Health nmg through the compames that have had Meanwhile, the pace of merger and acquisi- 80/100 60nO

Systems Inc, which completed its FEW Interna- problems this quarter, and consequently I don't tion activity is expected to contmue National December 1997 Eastern September 1998

tional acquisition earher this year, reported see why other HMOs should be adversely affect- Earher this month, for instance, Des Momes, 5/15 18/60 40/60 32/42

$92 3 milhon In net incomefor the nine-month ed," he said Iowa-based Principal Mutual Life Insurance 5/25 20/65

period, meluding $44 milhon m pretax charges, "I think the problems are company-specific," Co signed a definitive agreement to combine its Southeast September 1998

which was a 109 8% increase from the same pe- agreed Greg Baird, semor vp of group sales for wholly owned managed care subsidiary,
40/60 20/40

60/80 15/25
nod of 1996 Blue Cross of Callfornia, a WellPomt subsidiary Bethesda, Md -based Principal Health Care,

• Woodland Hills, Calif -based WellPoint "I don't feel our industry is in any kind of trou- Inc, with Naslmlle, Tenn -based Coventry Total volume 40 Total open interest 16,533

Health Networks Inc reported net income, ex- ble and it's my understanding that my compa- Corp to form a new company, Coventry Health For information on PCS cat options, call the Chicago Board of

cludlng non-recurring costs, of $164 2 milhon ny, for example, has met its Wall Street expect- Care Inc,ma deal valued at about $375 milhon Trade at 312 435 3674

for the nlne-month period, up 5 9% from 1996 ed numbers 13 quarters in a row and we're And on the horizon is the possible acquisition Source Chicago Board of Trade

For the third quarter alone, net income was up pleased with that" of Prudential Insurance Co of Amenca's health

233% to $55 6 milhon The outlook for higher earnmgs next year is care business (see story, page 2)
• Los Angeles-based Foundation Health Sys- promising for HMOs, say some market ob- "It's been a trend in the mdustry I expect it to

British Issues

tems Inc , formed by the Apnl merger of Foun- servers continue to be a trend m the mdustry," said
Price P/E Div Yield 52-week

dation Health Corp and Health Systems Inter- Next year could be better than the second half Mary O'Connell, an HMO analyst wlth Lows Companies pence pence % high-low

national Inc, reported a nme-month loss of of 1997, said Mr Kumar, who added that aver- Nicaud & Associates m San Francisco
$72 7 milhon, down 139% from $186 3 rmllion age rate increases of 5% to 10% are being intro- However, Gary Frazier, managmg director at Commt Union 740 112 358 49 910-630

m net mcome for the comparable period, due to duced "We think the outlook for the industry Bear Stearns & Co in New York, beheves the
Genl Accident 944 63 354 47 1158-686

$406 milhon in one-time charges m the second for 1998 is cautiously opbmistic," he added
Gdn Royal Exch 282 40 122 43 350-252

pace of major deals might slow down a bit, at Legal & Gen 490 125 116 30 520-329

quarter "We thlnk that the problems of '97 wlll prob- least for a while "I think that the PacifiCare- Royal & Sun 509 174 197 48 651-417

Foundation, however, reported $68 9 milhon ably be resolved by early '98, and we thmk that FHP deal, the Umted-MetraHealth deal, the
in net income for the third quarter, up 19 8% smce the growmg pressure to gam market share Aetna-U S Healthcare deal and even the Foun- Brokers
from 1996 seems to have abated a httle bit, companies w11 dabon Health Systems deal have all st=bled in

• Los Angeles-based Maxlcare Health Plans return to a better profitabillty m '98/'Mr Ku- oneway or another" dunng the integration pro- Lmbn Fenchurch 121 81 84 87 138--101

Inc reported a net loss of $23 7 milhon, down mar said cess and some of their stock pnces have suffered Lloyd Thmpson 159 13 2 10 8 85 206-159

310% from net income of $11 3 milhon a year Oxford "was the last shoe to drop in the in- as a result, he said Sedgwick Grp 122 99 74 61 144-115

Willis Corroon 118 132 66 71 165-118earher dusty m terms of havmg a problem discovenng Because of this, he added, many chief execu-
Maxicare posted a loss of $18 milhon for the they were vulnerable to the dificult trends that tive and chief financial officers "realize it's go- Note Pnces are Nov 14 dosings,other numbers from Nov 13

quarter, down 460% from net Income of S5 mil- have developed in the last year and a half, and ing to be very difhcult to sell malor HMO con-
hon for the comparable penod in 1996 Results so I think we'vepretty much gone full circle here sohdations to Wall Street " [al Source Nordby International inc
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BROKERS
Weekly Year to date Year to date

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

Aon Corp NYS 52.06 3.25 25.70 58.44 37.88 843 EMC Insurance Group Inc NDQ 1350 189 1250 1500 10 75 12 Risk Capital Holdings NDO 22.25 000 14.84 23.38 1588 23

E W Blanch Holdings Inc NYS 33.19 2.03 64.91 34.63 18.00 58 Enhance Financial Services NYS 55.31 -0.34 51 54 5925 33.56 242 RLI Corp NYS 41.63 1.83 24.72 46.25 28.25 47

Gallagher Arthur J & Co NYS 34.94 176 12.70 38.25 29.38 114 Everest Reinsurance NYS 39.44 0.80 37.17 43.00 2538 210 St Paul Companies NYS 7950 140 35.61 85.50 54.13 795

Hilb Rogal & Hamilton NYS 1825 201 37.74 19.63 1250 43 Executive Risk Inc NYS 66.75 4.40 8041 72 75 3388 182 SCOR NYS 42.75 4.74 24.36 47.25 34.00 28

Kaye Group Inc NDO 7.00 3.70 33.33 900 4.38 112 EXEL Ltd NYS 63.63 160 67.99 64.19 3650 661 SAFECO Corp NDO 46 06 3.79 16.80 55.38 36.50 1997

Marsh & McLennan NYS 7106 215 36.66 80.00 5088 1121 Fremont General Corp NYS 44.31 6.09 42.94 49.50 26.38 231 Se,bels Bruce Group NDQ 7.63 167 7.58 9.75 588 214

Poe & Brown NDO 40.75 061 53.77 42.75 25.50 2 Frontier Insurance Group NYS 25.06 3180 3105 39.25 18.13 7544 Selective Ins Group NDO 54.75 4 90 44.08 55.75 33.50 73

Sedgwick Group PLC NYS 1063 0.00 241 1088 9.38 21 Gainsco Inc NYS 8.38 147 1299 10.19 813 178 Sphere Drake Holdings NYS 819 2.96 7.75 1050 813 873

Willis Corroon Corp NYS 1050 0.60 8.70 1350 9.75 95 General RE Corp NYS 19625 064 24.41 208.88 151 00 475 TIG Holdings NYS 32.75 169 332 3800 26.38 461

BROKERS AVERAGE 0.53 29.10 Gryphon Holdings NDO 1625 152 1504 17.75 1250 27 Titan Holdings Inc NYS 2094 0.60 26.89 25.00 1400 111

Guaranty National Corp NYS 3588 0.53 11418 3594 1538 30 Tok,0 Marine & Fire NDO 4350 518 6.70 66.00 42.00 389

INSURERS/REINSURERS Harleysville Group NDQ 24.00 7.25 57.38 27.50 1400 393 Torchmark Corp NYS 40.00 031 58 42 4175 2463 718

ACE Ltd NYS 9200 1.66 5301 101 06 55.75 902 Hartford Steam Boiler NYS 51 06 180 10.11 5669 43.13 167 Transallantic Holdings NYS 6963 081 29.74 7656 47.13 162

Acceptance Insurance Cos NYS 2263 -0.82 1456 28.63 17.75 168 HCC Insurance Holdings NYS 23.44 2.85 2.34 32.69 21.50 466 Travelers Properly/Casually NYS 36.50 611 318 43.56 3138 6145

AEGON N V NYS 8388 6.42 3261 87.13 54.13 311 ING Groep N V NYS 41 44 104 1755 53.00 3888 814 Travelers Corp NYS 70.63 480 5565 76.44 41.00 11295

Aetna Life & Casualty NYS 77.50 4.38 313 11813 67.88 4155 IPC Holdings Ltd NDO 3075 2.38 37.43 31.88 21.50 292 Trenwick Group Inc NDO 34.63 -0.36 1230 39.63 30.75 21

AFLAC Inc NYS 4669 5.44 921 57.88 3750 2612 Hartford Financial Services NYS 8081 0.00 19.72 9031 63 38 1374 Unlco American Corp NDO 13.13 5.00 20.69 14.13 8.88 96

Allied Group Inc NYS 45.44 211 39.27 5363 27.13 202 LaSalle Re Ltd NDQ 32.50 1.33 1111 36.13 24.50 72 Unonamerica Holdings NYS 20.13 2.42 13.38 22.75 14.75 8

Allstate Corp NYS 82.00 106 41 68 86.00 54.88 3630 Life Re Corp NYS 5863 196 51.78 59.38 3588 106 United Fire & Casualty NDO 3900 127 10.64 43.50 29.75 0

AMBAC Indemnity Corp NYS 41.75 183 25.80 47.56 3100 1304 Lincoln National NYS 6888 0.45 31.19 73.63 4863 969 Unltrin NDO 62.06 3.59 1132 6850 48.50 282

American Bankers Ins NDQ 37.00 4.82 44.74 40.00 2375

American Financial Group NYS 3600 2.04 464 49.25 3238 Ys =LIZrrs Fic NYS 27.88 0.68 64.58 30.50 15.13 32 UNUM Corp NYS 4944 141 36.85 51 31 32.88 1048

NYS 153.00 1.29 7000 161.13 83.00 13 USF&G Corp NYS 20.06 2.73 3.89 2550 1563 2127

American General NYS 51.06 174 24.92 56.06 3650 1419 MBIA Insurance Group NYS 59.00 2.07 1654 67.25 4550 943 Vesta Insurance Co NYS 60.75 3.86 93.63 64.50 29.75 269

American Heritage Lde Ins NYS 34.81 6.86 3262 4050 21 75 95 Meadowbrook 1nsur Group NYS 23.19 480 10.42 26.63 1850 24 Washington National NYS 32 88 019 19.55 33.13 27.13 60

American Indemnity/Fin I NDO 1200 4.00 17.07 1550 9.50 6 Mid Ocean Ltd NYS 62.63 6.00 1929 66.75 44.13 167 Zenith National Ins NYS 27.44 1.57 0.23 2875 24.63 47

American International NYS 98.94 168 3710 11256 7063 6114 MMI Cos Inc NYS 24.56 3.20 23.84 32.75 20.75 62 INSURERS/REINSURERS AVERAGE 127 25.32

Argonaut Group NDO 30 88 120 041 38.13 26.75 51 Mutual Risk Mgmt Ltd NYS 29.19 2.19 57.77 29.75 15.00 168

AXA UAP Group NYS 34.50 -0.36 9.52 35.50 28.25 121 NAC Re Corp NYS 44.38 0.85 31.00 5288 32.63 291 HEALTH MAINTENANCE ORGANIZATIONS

Baldmn & Lyons inc NDO 21 75 419 1837 22.63 1738 8 Navigators Group NDO 1850 0.00 137 22.50 15.75 10 Humana Inc NYS 21.69 3.07 1414 2531 17.38 1468

Berkley W A Corp NDO 4125 -0.60 21.92 46.38 28.88 371 Nobel Insurance Ltd NDO 14.00 3.45 11 44 1538 11.38 37 Oxford Health Plans NOO 24.88 221 57.52 8900 2288 18666

Berkshire Hathaway inc NYS 44400 00 1.37 30.21 48600.00 30000.00

Capital RE Corporation 48 Oh C»y Cip
NYS 26.63 0.00 47.92 29.81 17.50 24 Pacificare Health Sys NDO 67.50 2.35 16.92 8625 55.50 213

NYS 55.94 261 19.97 62.63 38.25 NDO 45.50 0.00 28.17 51.00 3200 660 Safeguard Health Enter NDO 1256 2.43 28.21 20.75 9.63 40

Capitol Transamerica Corp NAS 25.25 306 23.17 28.13 1725 13 Old Republic Int I NYS 35.81 0.00 33.88 40.19 24.63 686 Sierra Health Services NYS 36 38 218 47.72 4163 23.75 179

CapMac Holdings Ltd NYS 33.19 8.37 0.19 36.00 22.50 2190 Orion Capital Corp NYS 44.94 155 47.03 51.00 29.38 170 United Healthcare Corp NYS 53.25 0.47 1833 60.13 41.50 2480

Capsure Holdings Corp NYS 15.00 0.00 30.43 1538 8.50 0 Partner Re Ltd NYS 41.31 1.64 21 51 44.94 30.75 665 Wellpoint Health Networks NYS 47.94 103 3945 61.13 28.25 1139

Centris Group Inc NYS 21.31 1.49 8.60 2356 1738 37 Penn America Group Inc NDO 1838 4.55 70.93 21.75 10.38 77 HMOs AVERAGE 183 2 43

Chartwell Re NYS 32.75 296 22.43 36.25 24.50 200 Philadelphia Cons Holding NOQ 1863 5.70 60.22 23.25 1113 472 ALL COMPANIES AVERAGE 1.21 1895

Chubb Corp NYS 67.56 179 25.70 7631 5113 1473 PXRE Corp NYS 30.31 142 22.47 33.63 2325 44

CIGNA Corp NYS 16050 251 17.47 200 75 130.75 1022 Reliance Group Holdings NYS 1231 3.90 34.93 15.13 8.38 771

CNA Financial Corp NYS 12006 118 1221 13225 96.38 150 Rehastar Financial Corp NYS 34.88 3 46 20 78 40.75 25 88 1537

CNA Surety NYS 1450 4.92 3.33 1650 1288 124 RenaissanceRe Holdings Ltd NYS 42.25 315 28.03 50.00 3125 96

Top advancing issues CapMac Holdings Ltd, AEGON NV, Unico American Corp Leading decliners Frontier Insurance Group, Harleysville Group, American Heritage Life Ins Most active Issue Oxford Health Plans The 8/ Index lell 1 29%, the Dow Jones
30 Industrials declined 012%, the S&P 500 gained 0 09% and the NYSE Composite tell 0 25% Average P/E Brokers, 25 7, Insurers/reinsurers, 38 1, HMOs, 22 0
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WITH OUR POLICYHOLDERS WE ARE ENGAGED i N A GREAT MUTUAL ENTERPRISE. IT 15 GREAT BECAUSE IT SEEKS TO PREVENT -RIPPLING INIURIES AND DEATH BY REMOVING THE CAUSES OF HOME, HIGHWAY AND WORK ACCIDENTS.
Vl

>

D

U

.B.

Louisa has never taken a spill on the job because of the safety precautions her

employer learned from Liberty Mutual. At our research center we study the connection

between shoes, floor surfaces and slippery hazards like water and grease. By investigating

your safety concerns we can recommend a plan that can help lower your workers

compensation costs, and ensure that Louisa Abbott lives a safer, more secure life. -E
LIBERTY 1

> There<', more information we'i) like to <,bare. So pleaje call Jobn Ryan MUTUAL.9#r,
at (617) 574-5842 or Vijit Olir wet,jite at http://www.libertymutual.com The freedom of Li1erri
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