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Pro-policyholder pollution ruling
might have broad reach: Lawyers

AUSTIN, Texas-A Texas Supreme Court
ruling shatters general liability insurers' ar-

gument that the absolute pollution ecclusion
is an ironclad bar against pollution coverage,
including coverage for cleanup costs, policy-
holder attorneys say.

In a victory for contractors, the court on
Nov. 12 limited the applicability of Section f
of the 1985 absolute pollution exclusion. Sec-
tion f(1)(a) bars coverage for contractors that
pollzited third-party property that the con-

Entire contents copyright 1998 by
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PCS purchase to end
ownership controversy

By ROBERTO CENICEROS

CAMP HILL, Pa.-Rite Aid Corp. says its
Dending purchase of PCS Health Systems
[ne., one of the nation's largest prescription
3enefit managers, will not disrupt service
lo PCS's customers or give the pharmacy
ihain an unfair advantage over competi-

The deal, announced last weelk, is likely
o relieve PCS from the scrutiny that has

dogged its ownership by drug manufactur-
er Eli Lilly & Co. Both companies have
sought to dispel fears raised by managed
care companies, regulators, drug company
competitors and employers that PCS could
show a bias for its parent's products in its
formularies.

' Ownership of PCS by Rite Aid will raise
far fewer conflict-of-interest claims for the
PBM, even though some employers and
drug benefit experts still may raise new

questions about ownership by a major
drugstore chain. Those include whether
there's a risk of Rite Aid providing incen-
tives for PCS to steer employees to its
stores, rather than to competing drugstore
chains that contract with PCS.

Rite Aid and benefit experts say that see-
nario is extremely unlikely, however, and
would ultimately hurt PCS more than ft
would help its parent.

See PCS on page 47

tractors "occupied" while performing con-

See Updates on nezt page

805 mranges
hands price

** Rite Aid to pay
$1.5 billion for PCS

Eli Lilly paid ,1

PBGC's health

iImproves
But risks remain: GAO

By JERRY GEISEL

WASHINGTON-Despite racking up a nearly $3.5 bil-
lion surplus, the Pension Benefit Guaranty Corp. still
faces threats to its long-term financial viability, the Gen-
eral Accounting Office warns.

Risks to the agency include
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a record [$3. billion sujplyis,
"AnNn economic downturn and the

termination of a few plans with
large unfun

6 < quickly reduce.or gliminate e

PBGC Executive Director

Mr. Strauss David Strauss welcomed the re-

port as "independent validation”

of points the PBGC has made recently.
The GAO report, requested by Rep. Harris Fawell, R-
See PBGC on page 45
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Arbitration rejected

Clause in labor pact unclear, broad: Supreme Cou rt

By MARK A HOFMANN

WASHINGTON-A Supreme Court
decision voiding an arbitration clause
in a labor agreement means employ-
ers will have to be very clear in word-
ing such clauses if they are to with-
stand legal challenges.

The justices' unanimous decision
last week in Ceasar Wright vs. Uni-
versal Maritime Service Corp. et at.
held that arbitration provisions in a
longshoreman's labor agreement did-
n't ban the worker from suing his for-

mer employers for alleged violations
of the Americans with Disabilities

Act. The la-

bor agree-
ent's arbi-

S**m *101£ 1 tration lan-

stead of the
‘clear and
unmistak-
able" language required for an em-
ployer to require that arbitration
provisions apply to claims alleging
violations of federal law, said the
high court.
Employment law experts say the

Loss contpol changes

4 1

blow mrough papalle

By SALLY ROBERTS

NEW YORK-When Macy's
Thanksgiving Day Parade
takes place Thursday morning,
such veterans as the Pink Pan-
ther, Woody Woodpecker, Bugs
Bunny and the Cat in the Hat
will not be part of this year's
famed 21/2-mile walk through

the streets of Manhattan.

That is because those bal-
loons, among others, do not
meet new city safety guidelines
that restrict the size and con-
figuration of this year's large
parade balloons. The guide-
lines also stipulate that if
winds exceed 23 mph or wind
gusts exceed 34 mph, as they
did last Thanksgiving Day in
New York, all of the 31 large
parade balloons scheduled to
take part in the 72nd annual
parade may be sidelined.

These are just two of the new
loss control measures being
implemented as part of guide-
lines handed down earlier this
year from a mayoral task force
that conducted a five-month
study of parade operations.

New York Mayor Rudolph
W. Giuliani directed top aides
and police officials to investi-
gate whether tighter regula-
tions should be applied to the
Macy's Thanksgiving Day Pa-
rade following the accident
last year in which a six-story-
high Cat in the Hat balloon
severed part of a metal lamp-
post, injuring four people, one
seriously.

Winds averaging more than
26 mph, with gusts up to 43
mph, wreaked havoc on many
of the parade's signature bal-
loons last year.

See Parade on page 42

court left unresolved whether em-
ployers with clearly worded arbitra-
tion clauses will be able to enforce
them for discrimination claims.

This decision underscores that ar-
bitration provisions must be "clear as
day, loaded up with due process and
user-friendly. The courts are not go-
ing to enforce one-sided arbitration
agreements,"” said Gerald L. Maat-
man Jr., partner in the Chicago law
firm Baker & McKenzie and chair-
man of the firm's global and U.S. la-
bor, employment and employee bene-
fits practice groups.

See Arbitration on page 35

High winds dur
ing Macy's 1997
parade have
forced changes
in New York's

parade rules

AFP PHOTOS
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Insurer loses pollution ruling

Continued from page 2

tracted services. Relying on a definition established by the 5th U.S. Cir-
cuit Court of Appeals in 1991, the Texas Supreme Court said in a 5-4
ruling that .occupy. means to "hold or keep for use." Without estab-
lishing a time period, the court ruled that a contractor's "mere presence"
or "transient" presence on a third party's site does not establish occu-
pancy.

Any other interpretation would render meaningless another provision
of Section f, the court ruled, overtuming a 1997 appeals court decision.
The insurer's argument would make f(1)(a) a total exclusion that does
not require further elaboration, the court explained. However, another
provision, Section f(1)(d)(i), bars coverage when contractors brought
contaminants to third-party sites.

In addition, the court pointed out in a footnote that contractor Kel-
ley-Coppedge Inc.'s policy included a total pollution exclusion that was
applicable in other states but not in Texas. Therefore, the court rea-
soned, Highlands Insurance Co., which covered the contractor, "cannot
claim that exclusion f is an absolute pollution exclusion."”

Kelley-Coppedge attorney Patrick Wielinski of Ford Yungblut White
& Salazar P.C. of Dallas called that "significant footnote" the most im-
portant aspect of the case.

Policyholder attorney John A. MacDonald, who filed an amicus brief
in the case, said the ruling has national implications. Mr. MacDonald
said the ruling undercuts the ability of insurers to cite a 1995 Texas
Supreme Court decision as support for the industry's argument that the
1985 standard-form exclusion unambiguously excludes coverage for all
pollutant-related damages or injuries, regardless of the circumstances.
The 1995 case involved "non-standard" total pollution exclusions, not
the exclusion involved in the most recent decision, said Mr. MacDonald,
a partner with Anderson Kill & Olick P.C. in Philadelphia.

But, the court did not back away from its 1995 decision, said John
Yang, an attorney for the Insurance Environmental Litigation Assn. Mr.
Yang is with Wiley Rein & Fielding in Washington.

Highlands attorney Michael Sean Quinn predicted that a similar case
likely will not appear again. A former Highlan(is attorney failed to raise
another provision of the exclusion that bars coverage for all cleanup
costs, said Mr. Quinn, a partner with Sheinfeld, Haley & Kay P.C. in
Austin, Texas.

But Messrs. Wielinski and MacDonald said that provision bars cover-
age only for government-ordered cleanups, which was not an issue in

this case.

Mr. Quinn disagreed. He said the provision also applies to cleanup re-
guests made by property owners.

More workers sue Microsoft

SEATILE-A new group of temporary workers at Microsoft Corp.
has filed a lawsuit seeking to obtain benefits enjoyed by regular work-
ers of the Redmond, Wash.-based software giant.

The 9th U.S. Circuit Court of Appeals ruled last year that Microsoft
improperly excluded workers wrongly classified as independent con-
tractors from its 401(k) and stock purchasing plans (Bl, July 28, 1997).
In July, a U.S. District Court judge in Seattle limited the scope of the
class-action lawsuit, ruling it applied only to those 200 to 300 people
who were temporary workers from 1987 through 1990.

In the lawsuit filed last week in the U.S. District Court in Western
Washington, 10 temporary workers hired by Microsoft after 1990 are
seeking to participate in the savings plans as well as company-spon-
sored health plans and other benefits. The workers are seeking compen-
sation for all the benefits they say they were denied. The suit alleges that
Microsoft breached its fiduciary duty under ERISA by failing to prop-
erly clnqqify the workers as employees.

Some of the 10 workers still are working at the company.

Plaintiffs' attorney David Stobaugh of Bendich, Stobaugh & Strong
in Seattle said he is seeking class-action status for the lawsuit. The class
would cover thousands of workers, he said.

A Microsoft spokeswoman said the company was reviewing the law-

suit and had no comment.

Maine gets first captive

GARDINER, Maine-Bank One N.A. of Columbus, Ohio, has formed
Maine's first captive insurance company.

Banc One Private Mortgage Insurance Co. of Falmouth, Maine, will
reinsure private mortgage insurance on mortgage loans originated by
Bank One NA. or its affiliates.

Maine enacted its captive law last year. The law requires a minimum
capitalization of $250,000 for single-owner captives and permits cap-
tives to write insurance for "controlled unaffiliated business," or opera-
tions that have a contractual relationship and close association with the
captive's owner (Bl, June 23, 1997).

Bank One N.A. is a national bank that is part of Bank One Corp., the
bank holding company formed in the merger of Banc One Corp. and
First Chicago NBD Corp. earlier this year. Banc One Insurance Group,
which provides products such as credit insurance and annuities to cus-
tomers of Bank One Corp. and its affiliates, will manage Banc One Pri-
vate Mortgage Insurance.

Humana, Prudential silent

LOUISVILLE, Ky.-Neither Humana Inc. nor Prudential Insurance
Co. of America would comment on rumors that a dealis in the works for
Humana to acquire Prudential's health care business.

"We continue to examine all of our strategic options for our health
care business, which includes a possible sale, a management buyout or
retaining the business," a spokesman for Newark, N.J.-based Pruden-
tial said of Prudential HealthCare, which is based jn Roseland, N.J. "No
decision has been made, and we are not setting an artificial timetable."

See Updates on page 46

Massachusetts Medicare HMOs to cap Fix benefit

By JERRY GEISEL

BOSTON-Medicare HMOs in
Massachusetts will stop offering
unlimited prescription drug cov-
erage to individual enrollees next
yvear.

Those plans, all of which of-
fered unlimited prescription drug
benefit packages this year, last
week told the Health Care Fi-
nancing Administration they will
offer packages next year with an-
nual prescription drug benefit

caps ranging from $500 to $800.
Three of those HMOs-Blue
Cross & Blue Shield Assn., Tufts
Health Plan and Fallon Commu-
nity Health Plan-said they were
willing to offer unlimited pre-
scription drug benefits for next
year only. But their decision was
conditioned on Harvard Pilgrim
also agreeing to provide unlimited
prescription coverage next year.
Harvard Pilgrim said it no
longer could afford to provide un-
limited drug coverage, noting that

a much higher percentage of it:
enrollees opt for unlimited cover
age, compared with other HMOs.

With Harvard Pilgrim declinini
to go along, a last-ditch effort t,

get the HMOs to agree on a one
year delay in capping benefits fel

= =ar t._ r‘r!

Last'week's decisions by th,
HMOs not to offer unlimited pre
scription drug coverage is yet anT
other twist in a controversy witl

potential national implications.
See Caps on page 4,

Risk mapping a new path
to risk financing options

By AMANDA MILUGAN

CHICAGO-Navigators used maps to
link together far-away regions of the
world, and when planning a ear trip,
travelers look to maps to find out what
highways connect them to their destina-

tion.

Today's risk managers also can use the
art of mapping to their advantage, said

Nathan |. Shpritz, regional marketing di-
rector of risk sciences for Boston-based

Liberty Mutual Insurance Co.

Managing risk
of tainted goods

By JOANNE WOJCIK

Risk mapping involves considerinl
many facets of corporate risk, such a

workers compensation, earthquake e>:
posure and employment practices anc
eorrelating risks that are unlikely to oe;

cur simultaneously. Risk mapping help
a company diversify its risk financinj

options, he said. Because not every one o

REBEX/
1998

PALM SPRINGS, Callif.-Even if a company
does buy coverage for product contamination, it
still should have a crisis management program to

mitigate losses.

Coverage for product contaminations is easier to

the correlated risks will be experiencini
high losses at the same time, this methoc
spreads the risk across the entire compal!
ny, rather than allowing one "fiefdom’'

See Mapping on page 4.

Risk Manager

IN Residence

aids students

By AMANDA MILUGAN

Stephen Finley went to Xavier University as i

guest speaker and went home smarter.

find today than it was back in the
early 1980s when Johnson &

Johnson was forced to recall mil-

lions of bottles of Extra-

Strength Tylenol after several

** bottles of the painkiller were

found to be'tainted with cyanide.

"Following the Tylenol incident,

only a limited form of this coverage

was available," recalled Kelvin D.

Mercer, senior underwriter and man-

aging director for ASU Enterprises L.L.C. in Lon-

don. "At the time, we struggled to put together $5
million in limits."”

Since then, however, the availability of malicious
and accidental contamination recall and business
interruption insurance has grown in response to
demand by companies that manufacture or dis-
tribute products for consumption.

"Recall costs and lost revenues can put a

See Products on page 40
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Mr. Finley, director of risk management for th
Denver Public School system, was one of 10 ris]
managers selected by the Spencer Educationa
Foundation Inc. to participate in the Risk Manage
in Residence Program for colleges and universitie
for the 1998-99 school year.

During his three-day stay at the Cincinnati uni
versity, Mr. Finley spoke extensively of his experi
ences in public risk management to undergraduat,
and graduate students and faculty, and he oftei
found himself surprising his audience with th-
breadth of his job description as a risk manage
ment professional.

As a risk manager, the greatest benefit was th,
research involved in preparing for his visit, Mi
Finley said.

Because he was speaking on topics he doesn’
deal with every day, the work made him smartei
he said.

"The idea is to bring people from the outside 1,
the university to get an idea of how risk manage

See Residence on page 4
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- Employee Benefits Communication Awards
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TOTAL BENEFITS PROGRAM

Best of Show: Target Stores
Award of Excellence: Campbell Soup Co.

It takes two

Health Gan

SPECIAL PROJECT

Best of Show 6r Print Communication: Pitney Bowes
Award of Excellence for Print Communication:

BellSouth Telecommunications Inc.

SPECIAL PROJECT

Best of Show for Intranet Communication:

Applied Materials Inc.
Award of Excellence for Intranet Communication:

Pharmacia & Upiohn

Brs 26th annual EBC Awards

Thirteen companies this year will take
home honors from Business /nsurance's 26th

annual Employee Benefits Communication
Awards competition.
Those winners were selected from 90 en-

tries submitted by 69 organizations in the
United States and Canada.

Seventeen of the submissions were pre-
pared in-house, while 73 were done with the
assistance of a consultant. Fifteen consulting
firms were represented in the entries, with
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SINGLE-SUBJECT BOOKLET

Best of Show: CVS Corp.
Award of Excellence: Thomas & Betts Corp.
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MULTISUBJECT BOOKLET

Best of Show: Roadway Express Inc.

PPE 4
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nine of these firms represented in the 13
awards.

Profiles describing the winning entries be-
gin on page 12.

A list of the 15 iudges who evaluated the
entries is on page 28.

Also in this issue, on page 4, Senior Editor
Joanne Woicik reports how benefit profes-
sionals are praising the Internet as a fast and
cost-effective way to get messages across -
and to handle enrollment in plans. :
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Best of Show: Avon Products Inc.
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Best of Show: Lucent Technologies Inc.

4 PERSONALIZED
CORRESPONDENCE

Best of Show: Continental Grain Co.

Award of Excellence: United Airlines Inc.
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Internet

By JOANNE WOJCIK

The Internet is becoming the
medium of choice for employee
benefit communications.

It gets the word out fast, is rela-
tively easy to use and costs far less
than traditional paper-based
communications.

What's more, employees seem to
like it.

In fact, participation in Dell
Computer Corp.'s 401(k) plan
grew to 83% of eligible employees
from 52% last year when the com-
pany began offering online enroll-
ment. And new employees are en-
rolling at the rate of 95%, accord-
ing to Dell.

Emp/oyee Benefits Communication Awards-
use continues to

Going online has "increased
participation because employees
can visually monitor their ac-
counts. We've had a fantastic re-
sponse from employees," said Lisa
Cummings, director of benefits at
Dell, a Round Rock, Texas-based
computer manufacturer with
13,500 U.S. employees.

Instead of waiting six weeks un-
til they get a personal identifica-
tion number, or PIN, employees
can immediately enroll after "an
hour's worth of orientation on the
benefit program, including cover-
age on the importance of saving
for retirement, the rates of return

and the company match," she
said.

Dell Computer's new hires can
enroll for benefits the first day
they come to work-even before

click for

William M. Mercer Inc. in Dallas

who has been working on the Dell
project.

Some employers are so taken with online
benefit communications that they are
choosing vendors based on their Internet
technology capabilities.

they have been added to the pay-
roll or Human Resource Informa-
tion System databases, according
to Reggie Hall, a consultant with

"They walk into a lab, sit at a
desktop and input their Social Se-
curity number,"” and the system
walks them through all the bene-

His job is

to plan recruiting strategies

evaluate incentive options

brief senior management

design training classes

review family-care benefits

and make time to read

something other than resumes.

Our job is to make his company's benefit decisions

the easiest part of his job.

Group Life, Disability and Long-Term Care Insurance C/Etna

US Healthcare

You'll feel better with ui

benefits

fits choices, said Mr. Hall. "Elec-
tions are made directly on the
Web," he said.

Some employers are so taken
with this new medium that they
are choosing vendors based on
their Internet technology capabil-
ities. .

Darryl Weiss, vp of human re-
sources for high-tech manufactur-
er Ismeca U.S.A. in Vista, Calif.,

decided to change health insurers
in order to use the Internet for ad-

ministration and communications.

"I'm a systems-oriented per-
son," Mr. Weiss explained, adding
that Ismeca U.S.A "had a lot of
work without a lot of people to do
it

Mr. Weiss said he chose Blue
Cross of California when he saw
"the potential to eliminate paper
and the time the benefit assistants
had spent filling out forms, etc.,
vs. storing the information on disk
and immediately transferring it.’

Woodland Hills, Calif.-based
Blue Cross uses an Internet-based
administration and communica-
tions system developed by Xyber-
net Inc. of San Diego.

While Ismeca's benefit depart-
ment personnel still are inputting
information to be sent via modem
to Ismeca's health insurer, "the
plan is to have the employees do it
themselves from various PCs des-

ignated for benefits,"” Mr. Weiss
said.

Patrick Flynn, vp of Tri Star In-
surance Services Inc., a San
Diego-based benefits broker and
consultant, said Ismeca is just one
of many employers seeking Inter-
net-based benefits enrollment and
administration.

"Essentially, they're challeng-
ing the vendors to'Show me what
makes you different from the rest
of the plans and how it's going
to be easier to do business with
you,"" Mr. Flynn said.

"This is how carriers are com-
peting these days because the
plans are so similar. If you want
to differentiate yourself, you have
to do something to make it easier
for the employer and the employ-
ee," according to Mr. Flynn.

For example, New York-based
Guardian Life Insurance Co. of
America earlier this month an-
nounced a new Internet site that
provides 401 (k) plan participants
password-secured access to their
accounts. Participants in the
Guardian Life plan can use the
site to transfer assets among in-

vestment options, change the allo-
cation of future contributions and

view balances.

Evaluating, implementing and/
or expanding the use of Internet
applications in retirement plan-
ning is the top priority of benefit
managers for 1999, according to a
recent survey by the International
Society of Certified Employee
Benefit Specialists and Deloitte &
Touche L.L.P.

But so far, only 13% of plan
sponsors say they currently offer
access to plan information via the
Internet, according to a survey by
the Spectrem Group, a San Fran-
cisco management consultant and
research firm. Internet usage is
more common in larger plans and
is higher in 401(k) plans than in
health plans.

One reason benefit managers
are clamoring for Internet tech-
nology is that information up-
dates can be made almost literally
with the press of a button.

"We're killing the rainforest

See Internet on page E
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Emp/oyee Benefits Communication

INnternet

Continued from page 4

with all these directories (of
providers)," said Tri Star's Mr.
Flynn. "And they're all out of date
as soon as you produce them."

But with the Internet, providers
can be instantly added or removed
from the directories. And selecting
a provider through the Internet
also is a lot easier for employees.

"Say you need to find a pediatri-
cian who speaks Spanish and is 10-
cated within five miles of your
home. In order to do that without
the Internet, you need a directory,
most of which are outdated,” Mr.
Flynn said.

But with the Internet's sophisti-
cated searching capabilities, an
employee can find exactly what he

or she is seeking by selecting from
a list of preferences.

Internet technology also can be
used to take on more daunting

'Each internet hit cosls half

as much as the average
(interactive voice

response) call,’ says
PSE&G's Dick Quinn.

challenges, such as portfolio mod-
eling for retirement planning.
Public Service Electric & Gas
Co.'s Internet site, designed by
consulting firm Hewitt Associates
L.L.C. and launched last Septem-
ber (Bl, Nov. 17, 1997), allows em-

ployees to view account informa-
tion, complete most transactions
and track and graph the perfor-
mance of the plan's six funds.

PSE&G's site also includes a
primer on financial risk and re-
ward and fund descriptions. And
when users click on the financial
modeling tool, it automatically
delves into the account and dis-
plays the participant's updated in-
vestment status.

The tool takes into consideration
the traditional defined benefit
pension plan, the cash balance
plan and any private investments
"so they get a complete picture of
investment and savings for retire-
ment or any other purpose,” de-
scribed Dick Quinn, director of
performance and rewards at the
Newark, N.J.-based utility.

And all this sophistication comes

with a relatively small price tag.

"Each Incernet hit costs half as
much as the average IVR call,”
said Mr. Quinn, referring to
PSE&G's telephone-based interac-
tive voice response benefits admin-
istration and communications sys-
tern.

"When someone calls the IVR,
we pay for every minute they're on
the phone,' he said. By contrast,
"the Internet costs just $1 (per
transaction, no matter how long
the participant stays on. So we're
trying to encourage our employees
to use it."”

Start-up costs are fairly reason-
able, as they usually are one-time
expenses.

PSE&G paid less than $200,000
for an overall employee benefits
site, while Dell Computer paid
about $35,000 to employee benefit

a i.600.-1-74.

AIK 1FfBAN GIVES BIRTHI[) SEVEN-YEAR- OLP.

<];f, At 6 pounds and 15 ounces, 31\11 wasjust like any other healthy babl- 6Kept for the fact that
AdlIIA-1.V vo he was conceived seven Years before his birth! Dubbed the "worids Oldest Newborn," Baby

hogpital Bl e & e i S ot e endrel A ater i s e

OCTORS USE LEECHES
TO HEAL PANENTS.

-01-5=69-45_Ek, Medicinal leeches, an ancient
j cure-ati for ever(thing from

headachesto gangrene. are

Dipmsseas GAUZE LEECHES making a comeback. Doctors

are rediscovering the practice
of "keching" as a treatment

for patients with skin grafts and reattached fingers and
toes: Leeches assist in the healing process by restoring

circulation and preventing the dogging of blood vessels.

And, iwch diva contains a natural anesthetic. The only
problem is: it's /#ch sativci/

AN MAKE SAPRQINTMENT

CHOICE W/7*OUTA REFERRAL /

Imagine having the power to see the doctor You want, when lou
want- without going through 4 gatekeeper Thanks to an innovative
healthcare companY called UNICABL, such an amdzingjwt is now
possible! And it'sjust one example of how UNICAFS is putting
people back in control of their healthcare. As if that weren't
miraculous enough, UNICABE
can a\60 he\p Your business

O~

UNICARE®

at the same time, but born back in 1981 Talk dbout a late bfoomer./

FOR'CHRONIC *II)7

PAIN: MAGNETG. 85"V

Paording to Dr. panald Lawrence, -- |0"./
M.D.,Ph.D., magnets possess the power TIG)/"--

to do something other than hold shopping lists to the
ttfrigrAVor Mcign he daims, relieve #Bpain €fheddach:s,
book(*hes and wen dr/hr#is.* Proponents believe magnets
create an electrical field that penetrates dep into body
tiswe to reduce pain. Of coum, theris one drawback: Who
wants to be seen holding a magnet to their forehead?

/T

9ain more S°ONtrol over its

healthcare costs.-[he remedy is
THE CURE FOR HEALTHCARE: simple: fleAible, economical health
" plans that work across state lines.
50, just call 1-011-UNICABE and a UNICABE representative will

gladly assist You. (No appointment or referral necessary)

50

*The above 61000 are mmples of unique but true medical treatments. The above awunts shouldn't be unsidered an endorsement and/or an indidion of toverage
0is 2 registered mart ald SM s a te,via marK of WeliPoim Hulth Nctworis ti. M,dicat covera, provida bl UNICABE LS 6 11,alth Instrance Contlpan,], a separatel, in,orporate and apil31*ud tubtidiart of vid\Voint Hulth Nohcrt:s Inc. 0 1118 4011Poin Health Networks Iry.
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consultant William M. Mercer Inc.
for a customized 401 (k) applica-
tion. And Ismeca didn't pay a dime
because Xybernet bills the insur-
ers, not the employers.

Internet costs vary depending on

level of functionality, sophistica-
tion of transactions and amount of

graphics used, according to Mer-

cer's Mr. Hall.

"You can get some pretty elabo-
rate design that will cost an appro-
priate amount of money for what
you're getting," he explained. "At
the same time, there are less so-
phisticated-and therefore less ex-

pensive-programs on the mar-
ket.”

Most of the time, employers al-
ready using consultants will get cus-
tom-built systems, but as more sys-
tems are built, they will become less
expensive, Mr. Hall predicts. 93
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ion of number punching only to end up
#1in voice mail...and invariably, the wrong
_ person’s voice mail! Frustration sets in
nd we long for days past, when a

doing gdoé busmess oAy pr
our clients with a quick response by
having a real live person, with a “pulse,”

on the other end of the line. In fact, our
switchboard operators are trained to know a
great deal about the company and where to
-place your call. They’ll also take a “pen
message’ if you so desire.

Whether you are placing new
business, submitting or
inquiring about a claim
or just obtaining infor-
mation, come to
Reliance National -
where new world
technology
and old world
standards work
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not at odds.
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Target scores a built-eye
with communications

ROGICENROLL 1

2:irzr=-——

TOTAL BENEFITS PROGRAM

Best of Show: Target Stores

By ROSEANNE WHITE

MINNEAPOLIS-Target Stores
has turned its marketing savvy in-
ward to communicate the range of
benefits it offers employees.

Using the slogan "Totally Tar-
get," the Minneapolis-based re-
tailer rolled out a dynamic pre-
enrollment campaign and enroll-
ment package earlier this year de-
signed to sell its employees on
more than just medical and dental

benefits.

The program was launched in

January with a poster about the
February telephone enroliment
that carried the message "It's to-
tally fast." A second poster fol-
lowed about 10 days later with the
message "It's time to enroll,"” list-
ing a toll-free telephone number
and other sources of information
for those with questions. Next in
the lineup was the enrollment
packet, which included a person-
alized benefits worksheet; an en-
rollment instruction booklet; a
medical options brochure; and an-
other booklet entitled "A Global

Look," which goes beyond medi-
cal, dental and retirement savings
offerings to discuss paid vaca-
tions, store and travel discounts,
and education benefits, among
others.

Target's bull's-eye logo appears
throughout the materials.

The remaining elements in the
pre-enrollment campaign added
fun to the process. Signs placed on
employee bathroom mirrors, re-
frigerators and other metal sur-
faces posed the question "Mirror
mirror on the wall, who has the
most comprehensive benefits of
all?" Singing telegrams that put
benefit lyrics to such familiar
tunes as "Hello Mudduh, Hello
Faddah" entertained diners in the
headquarters cafeteria. Red pails
of Tootsie Rolls placed in employ-
ee locations offered "A sweet re- 1
minder to En-Roll." The last piece
in the pre-enrollment campaign
was an energetic video of more
than four minutes that offered an i
overview of the enrollment pro- 1
cess. The video also touted the

"Rock-Enroll” coupon in the

packet, which offered employees g
insurance brokers grow larger and

larger, you may feel like you're losing
a firm handle on your company's best
interests That's when Hobbs Group comes

on board, with innovative solutions for

The objective is to
‘communicate the

information they need

H v
your organization when they need It’

says Sonja Harriday.
STRATEGIC RISK MANAGEMENT

Via a ur step process, we can put your

company m control of the factors that contnbute
the most to your cost ef nsk

COMPLEX PROPERTY

By utilizing one of tbe world'sforemost
catastrophic modeling programs, we deOne your
exposures precisely from day one

CONSTRUCTION WRAP UPS

Weolfer you years of expenence complemented
by otir proprietag project management software,
Wrap Net, whtch saves money and creates a

sa work site

EMPLOYEE BENEFITS
Through the whole process, we advise you
on the desgn, administmtion, communication and
nancing of your progmms

PROFESSIONAL SERVICE FIRMS
PMth a keen understanding Ef habdity

expost, Tes facing p¥ofess,onals, we are more

than capable of managing yourjirm's biggest

insurance expense

BAY TECHNOLOGY GROUP

This specialized afftliate of Hobbs Group
provides your organtzation with mnovative nsk
management solutions based on breakthrough
Internet, Intranet and Extranet technologies

Call us or visit our web site today Jom
major corporations bke International Palzr Co,
Ibe Charles Schwab Co,poration, Staples, Inc and
many others who are experiencing smooth
sailing ahead with Hobbs Group

HOBBS

GROUP, LIE

$1 off-in addition to their dis-
counts-on any compact disc or
cassette during the enrollment pe-

riod.

The multifaceted project won
Best of Show in the total benefits
program category in the Business
Insurance 1998 Employee Benefits

Qommunication Awards competi-

"Totally Target" is about the to-
tal compensation approach, said
Sonja Harriday, internal commu- 1
nications supervisor for the Min-
neapolis-based company. The
message to employees, whom Tar-
get calls team members, is "VWe
want to be able to support you
with everything you need," Ms.
Harriday said.

The pre-enrollment program
"allowed us to have a forum" to
communicate the entire menu of
benefits, she said.

The pre-enrollment program
kicked off a life events communi-
cation program, in which materi-
als are distributed to employees
explaining company benefits that
apply to them at different stages 3
of life, such as marriage or retire-
ment.

The objective of this approach is
to "communicate the information
they need when they need it," Ms.
Harriday said.

Target decided that the internal
communications should reflect |
the company's external style.

Brad Ray, vp and creative direc-
tor at Rapp Collins Communica- 1
tions in Minneapolis, said Target
research showed that while em-
ployees thought the retailer's ex- 1
ternal advertising was "hip and
cool," internal communication |
didn't measure up.

"We were hired to make them
more synergistic," said Mr. Ray.

See Target on page 14
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Soup is good food-for thought

By MICHAEL PRINCE

CAMDEN, N.J.-To do some-
thing new, the Campbell Soup Co.
looked to something old.

Camden-based Campbell Soup
last year introduced telephone en-
rollment as an upgrade for its flex-
ible benefits program. Called
FlexLine, the company used its

Target

Continued from page 12
Rapp Collins served as the design and
strategic consultant on the project.

"One of the big things from the
company's objective is that we feel
strongly about our brand," Ms. Harri-
day said. That sense of a strong brand
identity is just as important to em-
ployees as it is to customers, she said.

The red Target logo is used in a
number of ways throughout the
benefits materials-as the face of an
alarm clock and telephone dial on
pre-enrollment posters, and as a
globe, a baby rattle and a beach ball
in the total benefits brochure, for ex-
ample.

"We wanted (the benefits materials)
to be bold and contemporary,” said
Mr. Ray. "We needed to mirror the ad-
vertising, but it also needed to be dif-
ferent-have its own identity."

One way that was accomplished
was through using a black border on
all benefits materials, he said.

In addition, the tone of the booklets
"is somewhat more playful,” Mr. Ray
said, even humorous or tongue-in-
cheek at times. The instruction book-
let warns: "Selecting medical cover-
age can be a pain. The symptoms in-
clude dizziness, insomnia and some-
times excessive worry that can lead to
hair loss. But there is a cure.”

The booklets also contain language
used in the retail environment, he
said. "This offer expires on February
14," according to a graphic in the in-
stuction booklet.

All of the materials are vibrant and
employ graphic enhancements, in-
cluding color photographs of a variety
of people; the use of red and shades of
green, yellow and orange on pages
filled with black type over a white
background or white type on a black
background; and jumbo numbers and
graphics.

Other steps were taken to make the
materials more user-friendly. A sheet
in the enrollment package headlined
"Huh?" tells employees the order in
which they should use each piece of
the packet. The instruction booklet
was kept to 5-by-6 inches so that it
would seem less intimidating and
could easily be held while conducting
telephone enrollment, Mr. Ray said.

Next year the enrollment packet
materials will be converted to one
booklet, Ms. Harriday said.

The different elements of the pre-
enrollment program were important
to reaching out to all team members.
"We recognize we have a very diverse
population and people communicate
in different ways," Ms. Harri(lay said.

Approximately 90,000 employees
enrolled between Feb. 2 and Feb. 14.

The benefits communication effort
continues. "Topic skimmers" related
to life events such as marriage and
loss of a loved one, or helpful subjects
such as stress relief, are distributed at
regular intervals to benefit bulletin
boards in all employee locations.

The materials have been well re-
ceived by the employees, Ms. Harri-
day said. "This is a new era for how
we communicate to our team," she
said. ini

long-familiar red and white soup
cans as the logo for a pamphlet
that introduced the program to the
4,500 employees eligible to partic-
ipate.

FlexLine allows employees to
enroll in the company's health
plan during the annual 10-day
open enrollment period. Open 24
hours a day, seven days a week-
except for a few hours on Sunday
morning-the phone number even
has a soup theme, 888-SOUP-4-
uUs.

Campbell's materials tout the
advantages of telephone enroll-
ment as less time-consuming and
more convenient to employees
while still allowing them to con-

1 1 1

This may come as a shock. But there's a good chance the assumptions
you're basing your company's future plans on are all wrong. The reason
is that just as smart companies are moving to a high performance
culture based on the kind of mobility and retirement habits workers
have shown in the last 15 years, the workforce is about to behave

duet the full array of enrollment
procedures.

Using the soup motif helped win
the Award of Excellence for
Campbell in the total benefits pro-
gram category of the 1998 Busi-
ness Insurance Employee Benefits
Communication Awards competi-
tion.

The use of the can logo helped
underscore to employees the com-
pany's return to its core business
as a soup maker after it sold off
many of its other businesses.

One challenge Campbell's faced
was tailoring the booklets to em-
ployees working in various sites.
So, the company, along with He-
witt Associates L.L.C.'s office in

AN

Bridgewater, N.J., created five
booklets. Each builds around a
core of standard information, with
additional information included
for the employees at the various
locations.

The booklets were mailed to em-
ployees' homes. A week later, em-
ployees were sent enrollment kits.
Continuing on the soup theme, the
kit featured booklets in the shape
of soup cans. The larger booklet
contained the benefit plan details,
and the topics covered include the
medical plan options, the flexible
spending account, the employee
assistance program and other
company-sponsored benefits.

The smaller booklet is the en-

Al

rollment guide. Its "ingredients"”
include enrollment directions,
benefit choices and a FlexLine
guide and template employees can
use during telephone enroliment.
The directions include a flow chart
that guides employees through the
telephone enrollment procedure.

INn addition to FlexLine, the
newsletter introduced employees
to other changes in the enroliment
process. These include a longer en-
rollment period, a better organized
and streamlined enrollment kit
and a worksheet for help in calcu-
lating the costs of the benefits.

As a result of the campaign,
more than 1,800 employees made
benefit changes through the new
voice response system. Also, the
company reports a strong positive
employee response to the look and
content of the campaign. EIll

- A6

differently than expected. This collision between corporate ideals and
demographic realities could, of course, have enormous staffing and
cost implications. Making it the opportune time to introduce a neu
paradigm: Workforce Management™ from Watson Wyatt. In essence,
it enables you to manage llie stnicture of your workforce in ingenious



SINGLE-SUBJECT BOOKLET

Best of Show: CVS Corp.

i=-

2la__ Juh; 11_5 *; p_-.-ri# Lgati-/ _f-"* EF-JEL : . -*r *-

By ROSEANNE WHITE

WOONSOCKET, R.l.-National
drug store chain CVS Corp. had just
the right prescription for communi-
eating health benefits after the com-
pany's largest-ever acquisition last
year.

With the need to convey complex
information to meet several corpo-
rate objectives, CVS and Buck Con-
sultants Inc. decided the best
medicine was a simple approach
punched up with color, graphics and
different type styles to make the in-
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CVS writes prescription
for better communication

formation easy to digest yet atten-
tion-grabbing.

The result, the 12-page "Health
Care Enrollment Guide: What You
Need to Know to Enroll for Medical
and Dental Coverage,"” won Best of
Show in the single-subject booklet
category in Business Insurance's
1998 Employee Benefits Communi-
cation Awards.

The booklet needed a powerfulim-
pact to carry out the company's edu-
cation and enrollment mission. The
company's objectives for its Spring
1998 enrollment guide included these

,vays. Our consultants will help you analyze the effects of age and local Watson Wyatt office or 1-800-851-4346, or visit our web site at
enure on pay, pension plans, 401(k) plans and healthcare and then www.watsonwyatt.com. __/

Watson Wyatt

¥ Worldwide

Making Strategy VWork

>ake a fresh look at issues like job mapping, career development, And let us save your
;election and succession. The result: you'll keep performance company from a
md morale up, while keeping costs in line. For details, call your colossal headache.

concerns: unifying former Revco D.S.
Inc. employees and CVS employees
under one health plan; helping Revco
employees understand and feel com-
fortable with managed care; and ex-
plaining interactive voice response
enrollment to both Revco and CVS
employees.

Achieving those objectives re-
quired assessing the information
needs and concerns of the two audi-
ences. While CVS and Revco had
roughly the same number of employ-
ees, Revco had more full-time, bene-
fit-eligible employees, said Kevin
Goslin, manager of corporate health
plans for Woonsocket, R.l.-based
CVS. Those employees, however,
were not accustomed to managed
care and needed an explanation of
how it works.

"Part of the goal of moving them
into the new benefit program was to
be more proactive and get them into
managed care," Mr. Goslin said. "We
wanted to mitigate as much as possi-
ble any anxiety they had.”

The Reveo employees needed to
know about other differences be-
tween their former plan and the CVS
plan, such as the provisions on coor-
dination of benefits.

The booklet had to achieve a "bal-
ance of educating Revco folks and
not overwhelming CVS folks with in-
formation they already knew,"” Mr.
Goslin said.

To meet the needs of both audi-
ences, the booklet is divided into sev-
eral sections that include a variety oi
graphics to help readers quickly zero
in on what they want.

"We tried to organize the informa-
tion so we could be very proactive in
anticipating questions that would
come up," said Jill Spielberger, a
communications consultant with
Buck in Atlanta. Because employees
had 12 pages to read, the booklet's
creators used graphics to call atten-
tion to certain pieces of information.

The inside cover reminds employ-
ees of the enrollment deadline and
then outlines in three steps what they
must do.

The first section of the booklet sets
the stage for the health plan details
with a message to employees unclel
the headline, "One company, one
health care program.”

The next section offers highlights
of the medical, dental and prescrip-
tion plans and discusses the advan-
tages of managed care, the key fea-
tures of managed care and how to se-
lect a primary care provider. Ques-
tion-and-answer graphics respond to
questions that may arise in readers'

ics, a starburst and an FYI graphic
with an open file folder labeled
"facts," offer other helpful informa-
tion throughout the section.

The section headlined "Things to
consider before you emoll," discusses
paying for coverage, who is eligible,
changing coverage and coordination
of benefits. A starbumt draws the eye
to a box that lists examples of eligible
family status changes. The final ex-
planatory section outlines six steps to
enmlling and explains how to use the
CVS benefits line. Another starburst
calls attention to a tip on the best
time to call the benefits line.

The employees then find a work-
sheet to complete that will prepare
them to easily input information
when they call the benefits line.

On the inside back cover is a pock-
et that contains a personalized state-
ment that indicates the health plan in

See CVS on page 16
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CVS

Continued from page 15

which the employee had been en-
rolled, a sununary of the medical and
dental plan options available in the
individual's geographical area and
other necessary forms and informa-
tion.

Color-ranging from mustard yel-
low and burnt orange to various
shades of blue, green and purple--
and illustrations appropriate to each
section help animate the booklet.
"Benefits can be stuffy and formal,"
Mr. Goslin said. "We were trying to
take a little bit of the edge off."

Ms. Spielberger said because em-
ployees were faced with. significant
change, the booklet had to create ex-
citement as well as be informative.

The enroliment guide carries for-
ward the graphic identity that has

been familiar to CVS benefits com-
munication. The cover carries the
simple logo used for CVS benefits
other than the retirement savings
program, which has its own identity.
The rest of the booklet reflects the de-
sign concept used in the company's
benefits newsletter.

One of the factors that made the
CVS/Buck project successful, Ms.
Spielberger said, is that specific,
strategic objectives were carried out
"in a way that seems simple and
light" because of the whimsical de-
sign.

The booklet followed a series of
communications preparing Revco
and CVS employees for the transition
and explaining the company's direc-
tion and philosophy. "We really have

tried to bring everybody into one uni-
fied workforce with one unified mes-
sage," Ms. Spielberger said.

The consulting fees for the project
totaled $112,000. The print produc-
tion and mailing to the benefit-eligi-
ble employees cost $275,000.

CVS conducted a survey to deter-
mine the booklet's effectiveness.
Ninety-four percent of employees re-
ported that the guide effectively ex-
plained what they needed to know
about open enrollment, and 97% of
those who used the worksheet said "it
was easy to understand,"” according
to CVS. Eighty-two percent of en-
rolling employees used the IVR sys-
tem during the 24-day enrollment pe-
riod.

More than 32,000 of the 46,000
benefit-eligible employees enrolled in
the health benefit plan. ini

Booklet guides
401 (K) iourneys

Thomas & Betts drives home its message

By SALLY ROBERTS

MEMPHIS, Tenn.-"You are
about to begin the longest trip
you'll ever take-the journey to fi-
nancial security when you retire.
Of course, anytime you start a
long trip, you look for a map to
guide you."

So begins the message from
Thomas & Betts Corp. to the 1,900

Delta Dental. Because Your Employees
Aren't The Only Ones You Care About.

As a benefits manager, you make decisions that affeet every employee. Decisions that
will ultimately affect your family as well. So how can you be sure you're making the right
ones? With Delta Dental, you're covered by the industry leader. We provide dental bene-
fits to over 28 million people nationally and offer the country's largest network with more
than 107,000 participating dentists. That's 2 out of every 3 dentists nationwide.

We also offer a full range of products. Like managed fee-for-service plans, PPOs and
dental HMO-type programs. What's more, you get our proven cost management system
which saved Delta Dental clients over $700 million last year alone.

If you want the right plan for your company and your family, visit Delta Dental at
our Web site at www.deltadental.com.

Delta Dental. America's Choice.

6 DELTA DENTAL

acquired employees of Augat Inc.
in an effort to inform and per-
suade them to enroll in Thomas &
Betts' 401(10 savings plan-known
by its nickname as the Money Ac-
cumulation Plan or MAP.

The Memphis, Tenn.-based elec-
trical transmission components
manufacturer uses the "road
map" theme throughout its 401 (k)
booklet, which won an Award of
Excellence in the single-subject
booklet category of the 1998 Busi-
ness Insurance Employee Benefits
Communication Awards competi-
tion.

Thomas & Betts is always in ac-
quisition mode and is growing "by
leaps and bounds," noted lerre
Harris, director of benefits. Au-
gat, however, which Thomas &
Betts acquired in December 1996,
was "a very large acquisition for
us, with multiple locations."

As such, the manufacturer
needed to condense all of its
401(k) plan material into an easy-
to-read booklet that explained to
all of Augat's employees the com-
pany's plan, the investment op-
tions available, the need to diver-
sify investments and the reasons
that employees should be invest-
ing, Ms. Harris explained.

"We wanted to be able to pro-
vide the employees with informa-
tion about our plan. . .and drive
home the message that this is 'the

road map to your retirement fu-
ture, ' Ms. Harris said.

'‘Because we did get
such good feedback,
we're going to continue
to use it with new hires,’
says Jerre Harris.

In keeping to the road map
theme, the booklet, presented in a
pocket-folder format, uses bright-
ly colored art depicting checkered
flags, orange cones and road
signs.

All of the messages also keep to
the theme. For example, informa-
tion explaining how employees
can take out loans and with-
drawals from their accounts
comes under the "Possible de-
tours" heading; and information
about the options available upon
leaving the company comes under
the heading "When you arrive at
your destination."

The center pocket holds infor-
mation about the eight investment
funds offered, allowing Thomas &
Betts to insert current fund infor-
mation without changing the en-
tire booklet.

The booklet, which cost the
company $3,080 to produce, was
"very successful," Ms. Harris said.
Of the 1,800 eligible Augat em-
ployees, 1,500 enrolled.

"Because we did get such good
feedback, we are going to contin-
ue to use it with new hires in all
locations," Ms. Harris said, "It's
known as a Thomas & Betts piece
going forward."

The Vanguard Group of Valley
Forge, Pa., consulted on the commu-
nications project. Ell
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MULTISUBJECT BOOKLET

Best of Show: Roadway Express Inc.

By RODD ZOLKOS

AKRON, Ohio-Given the nature
of its business, it's probably not
surprising that when Roadway Ex-
press Inc. set out to update the
summary plan descriptions of its
flexible benefits program, what the
company came up with was a road
map.

But in its 204 pages, Roadway's
"Flex Express Roadmap" provides
a single source of information on
the various plans included in the
Flex Express program, detailing

We Qet there bil listenin,® +

/

them in an attractive, easy-to-read
package.

The booklet, mailed to the homes
of the 6,000 non-union manage-
ment and clerical employees eligi-
ble for the Flex Express program,
uses the road map format to guide
plan participants through general
information about Flex Express
and more detailed information
about the medical, dental, vision,
life insurance/accidental death and
dismemberment, short-term and
long-term disability and flexible
spending account plans included in

service, flexibility and resources. And more and more Fortune 100

companies are inviting us to the table. How do we do it? By paying

attention to the real concerns of our clients. Being flexible. Being

intuitive. Truly listening. And if that sounds too simple a strategy for

a big, global provider like (NA Risk Management, there's just one

thing we can say: Look where it's getting us.

CNA RISK MANAGEMENT

(NAis a fegistered service mark of the INA Financial Corporation.

Flex Express.

"The response was very good,"
said Robert E. Chess, director of
human resources at Akron, Ohio-
based Roadway. "Our employees
had never seen anything quite that
comprehensive."

One of the nation's leading truck-
ing companies, Roadway separated
from its holding company, Road-
way Services Inc., in 1996, prompt-
ing both the need to update plan
documents and the opportunity to
develop more effective ways to
communicate benefits information
to employees.

"Roadway has a very generous
benefits program, so they really
wanted to get out there and tell
their employees what benefits were
offered and how to take advantage
of them," said Marcie Shapiro, or-
ganizational communication con-
sultant with Aon Consulting in
Baltimore who worked on the pro-
ject with Roadway.

"Beyond compliance, they want-
ed to continue to provide excellent
customer service to their internal
customers, their employees," the
consultant said.

The result was a booklet that
earned Best of Show honors in the
multisubject booklet category in
this year's Business Insurance Em-
ployee Benefits Communication
Awards competition.

Mr. Chess said, "It's particularly
significant to me, because one of
the goals that | established for me
personally and for our company
was to better communicate benefit
programs to our employees."”

What's more, in providing an-
swers to frequently asked ques-
tions, the booklet also helps ad-
dress the benefits communications
challenges faced by a company that
has 26,000 employees scattered

over 400 locations in all 50 states

and a single HR department in
Akron.

"One of our greatest challenges
being dispersed like that is effec-
tive communications. . .because |
don't have benefits experts at every
location,” Mr. Chess said. "I have
one group insurance expert on my
staff, one employee. And if you
think about it for a second, | can't
have 6,000 people calling her. There
just isn't enough time."

Using the company's blue and or-
ange corporate colors throughout,
the book is visually appealing, with
road sign icons directing plan par-
ticipants to important information.

"User-friendly is a big thing that
they wanted to achieve, putting all
the technical information into very
easy-to-understand language and
putting it all into an attractive
package so employees would want
to open it and understand what
benefits they did have," Aon's Ms.
Shapiro said.

As for the road map theme, "We
really intended it to be a guide, a
journey through the benefit pro-
gram to make it more easy to read,"”
the consultant said.

"l have to admit we went through
a few ideas before we arrived at
that one," Mr. Chess said. "Give the
Aon folks credit for their creativity.
It's one of those things that you
know it's right when you see it.
When that one came across my
desk | said: 'That's it. That's the one
I like. '™

In addition to detailing plan
components separately, the Flex
See Roadway on page 20
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Newsletters help Lucent

Roadway

Continued f-om page 18

booklet cost approximately
S160,000 to develop, produce and
distribute, with the project taking
about six months from the earliest

Express Roadmap bookle: also in- discussions until the books were
eludes a "life events" section in actually mailed to plan partici-
which employees can .ook up a pants in March

particular event such as marriage

The booklet's design is now serv-

or the birth of a child and see ex- ing as a mocel for a companion
actly how their benefits apply or piece, a booklet detailing Road-
are affected and where -8 look for way's retirement benefits, which is

additional information

Such a section is particularly

typically employees don'r look up booklet and its upcoming compan-

need it, until they ha. e a life other benefits communication goal pany, with more than 105,000 em-

in development

letters are about shifting employ-
ee mind-sets and behaviors, said

MORRISTOVWN, N J -Benefits Barbara Hockfield, director of
communication at Lucent Tech- compensation and benefits com-
And m the longer term, Mr Chess nologies Inc is about more than munications for Lucent in Morris-
useful, Ms Shapiro said, 'because expects the Flex Benefits Roadmap just health plans, retirement sav- town, N J
"It seems like a simple little g,
information on benefits until they lon piece to help him achieve an- It's about transforming a com- newsletter,"” she said "But in fact,

ings or tuition reimbursement

it was one of the key, pivotal ways

Keep benefits on line

By ROBERTO CENICEROS

— NS

Ou:took

event " "The other thing that | hoped to ployees, from a staid establish- that we had to bring everyone B4 g « ) *4* % 9<&***

"I wish | could take credit for be- accomphsh was getting people's at- ment where change came slowly, along This is a very important 'S- -- -/ 3 e *3 S«?,/311.
ing the originator of that concept,” tention and getting them to think to one of the nation's hottest com- event It's not Just a newsletter, | -/9.*«12 fge#
Mr Chess said "lI've seen It other about what's next,” he said petitors in the high-performance, it's a change-management tool " 401(k)l,

places and it makes a lot oi sense " don't think we're to that point yet, high-technology arena

The Flex Express Roadmap but we're gaining on it "

Fully understanding Lucent's -* 2
The company's benefits news- benefits communications accom-

What really needs to be examined is why this patient
didn't save $ 1,200 by seeing a physical therapist first.

- -yrr=r=r--T ---

1=e'r.

41,

93

- By malang physical therapists your first

t line of treatment in patient care, you can

: - save 123% on each case Cart average of

$1,200 per patient) * Physical therapists
don't use MRIs or drugs m evaluation and
treatment And because they specialize
m the function of the musculoskeletal
system, they're experts on how muscles,
nerves, Jomts, and bones work together
So they get results fast

Early intervention by a physical

. therapist can prevent or reduce comphca-

lions m awide range of conditions such as

arthntis, low-back pam, carpal tunnel

' syndrome, diabetes, stroke, and cardiovas-

cular dlsease heart also reduce the need
for more expensive surgical procedures

And it can save you even more by
getting people back to work sooner and
preventing recurrences

For a guide to physical therapy -
explamng what type of care is appropnate
and the expected outcomes for hundreds
of diagnosed conditions - call

Jim Nugent at 1-800-999-2782, ext 8511

Put your health in the hands
of a Physical Therapist.

*APTA

American Physical Therapy Association

*Accor(ling loa recent study from George,own Umversity

—-6-355%5™/

NEWSLETTER

Best of Show:
Lucent Technologies Inc.

plishment requires understanding
its history

Lucent was formerly AT&T's
research and development unit
named Bell Laboratories Em-
ployees were accustomed to a pa-
ternalistic environment steeped in
traditional cultural behaviors and
principles, Ms Hockfield said
They viewed benefits as an enti-
tlement they took for granted

But a decades-old legacy had to
change nearly overnight when
AT&T in 1996 divested Bell Labs
and the resulting Lucent became a
nimble, market-focused company
known for its telecommunication
systerns

"It's a brand-new old company
which presented a huge opportu-
nity to do some change-manage-
ment through communications,
Ms Hockfield said

For its efforts, Lucent was
named Best of Show in the bene-
fits newsletter category of the an-
nual Bus:ness Insurance Employ-
ee Benefits Communication
Awards competition

Lucent created its newsletters
with the help of New York-based
ASA Communications Inc ASA
excels at designing benefits com-
munications that connect an em-
ployee's stake in the company to
the company's business objective,
Ms Hockfield said

"ASA played an instrumental
role in delivering a unique, mar-
ket-based communication solu-
tion, which really separates them
from the pack," she said "They
have this ability to act as a part-
ner, understand where we are go-
ing and then deliver a functional,
market-focused communication

The market that Lucent oper-
ates in requires the company to
compete for and retain highly
skilled workers who are in short
supply

It also requires the company to
stay ahead of market trends and
keep its workers attuned to those
trends

To attain those goals, Lucent
Technology developed ItS twin-
format newsletter One format IS
called a "Compensation & Bene-
fits News Special Report " It can
be published and mailed to

See Lucent on next page



Lucent

Continued from previous page
employee homes on short notice
whenever employees need to have
new benefit information quickly.
It is sent by first-class mail to
the home because the time-sensi-

tive benefit information typically
requires family input.

For example, one issue con-
tained information about new

401 (k) investment choices that
were being offered and others that

were being closed to new contri-
butions.

The issue also relaxed informa-
lion on investing wisely, invest-
ment objectives and transferring

account balances.

The second type of newsletter,
called "Compensation & Benefits

Order
Your
Access

Now!

Bitsines.5 1/1.ill/Yzili'e
offers a searchable online
archive containing the full

text of all articles and
directories iii the magazine

from January 1994

to the present.

Business In.urance x
Article Archive provides
easy access to a database
containing the industry's

most comprehensive
information on news and

trends in risk management,
employee benefits,
commercial insurance and
managed health care.
The archive is a useful source
of information for market
research, data gathering.
speech writing. competitive

analysis and legal inquiries.

The Article Archive. located
on 8/'s home page at
www.businessinsurance. coin
i available for a one-year
archive access fee of $80 for
subscribers to Bl magazine
und $120 for non-subscribers.
Go to /31'.5 site at
www.businessinsurance.com
to order this service online.
or call 312-649-5398 for

more information.

Business
Insurance.

www.businessinsurance.com
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News/' is designed to deliver on-
going benefits information. A cur-
rent edition of it arrives every
other month at newsletter stands
located jn company buildings. The
information is also on Lucent's
human resources Web site. The
newsletter format and placement
of different categories remain un-
changed regardless of the issue.
The consistency helps employees
quickly access the information
they need, Ms. Hockfield said.

At the top of the cover page for
the second format is a section ti-
tled "Outlook." The section pre-
sents a broad summary of indus-
try trends, or Lucent's national
market focus linked to employee
benefits.

Below that is "Minding Our
Business." The section presents a
more tangible link between Lu-

4116

cent's benefits, its market focus
and its business objectives.

For example, one recent issue
explained to employees how to
watch the company-s stock. It in-
cludes an explanation of the sym-

The newsletters'
simplicity is tailor-made
for busy employees, says

Lucent Technologies'
Barbara Hockfield.

bols and terminology typically
found in newspaper financial
pages. That helps employees un-
derstand company stock options
and that as stockholders they are

a-so company owners with an in-
t,crest in Lucent'ss growth, Ms.
Hockfiold said.

It helps employees understand
the total value of their employ-
ment, she explained.

A "Family Care Snapshot," an-
other feature of this format, pro-
rides a brief look at information
available through Lucent's Fami-
1." Resource Program. Recent top-
ics include child safety and edu-
cation.

Finally, a message board on the
back page of the newsletter con-
tains brief "nuggets of informa-
tion" on various offerings such as
taition assistance, pension ser-
Uces and the recent mailing of
management compensation book-
lots.

The newsletters' simplicity is
tailor-made for busy employees

and it is a noticeable change frorr
an older newsletter that was ver;
dense and difficult to read, Ms
Hockfield said.

"We really need people to take
notice at a glance, understand
what the hot information is, reac
it, assimilate it, act on it,"” she
said. 'This has been designed tc
be very focused, very clear, con-
cise information.”

Reoorts of the newsletters' sue-
cess continue to come in the forrr
of employee feedback, Ms. Hock-
field said.

"Now employees are informed,’
Ms. Hockfield said. "They come
back saying, 'Hey, we read that.
That goes frorn the highest levels
on down. It drives change and
helps them feel like partners and
owners, which is what we are try-
ing to instil]. ' El]

4 TENFOLD

DO OR DIE
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PERSONALIZED CORRESPONDENCE

Best of Show: Continental Grain Co.

INSURANCE

OVERLOAD

SYSTEMS

You know quality personnel are vital to every
aspect of your business. So does Insurance Overload
Systems. 105 has set the standards of excellence in

temporary insurance staffing since 1983. We've just
raised our standards even HIGHER.

Insurance Overload Systems is ISO 9002 Certified

for All Branch Locations mationvvide

Booklet aims to sow

understanding of plan

By GAVIN SOUTER

NEVWW YORK-Continental Grain
Co. wants to plant some seeds in its
employees' minds about benefits
and compensation.

It wants to ensure that employees
realize they get more than just pay-
checks from their employer. Em-
ployees also need to realize that the
benefits package is a set of tools
they can use to meet some of their
personal goals and that they might
not be aware of some benefits op-

tions.

Once employees understand how
their compensation system really
works, they can cultivate a personal
financial and health care package
that will see them through working
life and retirement.

And the company will benefit, as
the employees will have many of
their personal concerns taken care
of and be able to devote more atten-
tion to their work.

To get these basic messages across
simply and effectively, the New
York-based farming company pro-
duced an eight-page personalized

CERTIFI€U

What does this mean to you?
ISO 9002 certification means worldwide accreditation

of quality standards for screening and placing personnel.
ISO 9002 certification documents how 1OS will meet

or exceed your expectations for quality standards from

staffing services. It ensures staffing solutions are directly
linked to your specific needs. Quality You Can See.

Insurance Overload Systems

1-800-822-24222

RE QWAI.Fry
INSURANCECONGRESS

MEMBER

www. iostemps.com

1ISO

CERTIFIED

total compensation statement,
which it sent to all of its 15,000 em-
rloyveae==_ i i

These efforts were recognized
when Continental Grain captured
the Best of Show award in the per-
sonalized correspondence category
of the 1998 Business Insurance Em-
ployee Benefits Communication
Awards competition. 1

Concise and direct, the booklet
explains each component of 'the
compensation plan and uses clear,
easy-to-read charts and graphs to il-
lustrate key points.

Each section is titled with a sim-
ple statement that expresses the
purpose of a particular element of
the compensation and benefits
package.

The first section, "Your total com-
pensation," details the salary, bonus
and benefits components. One sam-
ple employee is shown that although
her base salary is $45,000, the actu-
al value of all the contributions the
employer makes to her total com-
pensation is $59,496.

"Before, we had never really told
people what was the real value of
their compensation,” said Jessie
Barsin, director of employee bene-
fits planning at Continental Grain.

Previously, the company provided
the employees with a basic benefits

statement that did not include de-

tails about salary and bonuses, she
said.

"They knew how much they put in
because they could see the deduc-
tions on their paychecks, but we
never really told them how much the
company put in," Ms. Barsin said.

The next section, "When you need
health care,” sets out the details ol
the health plan that the employee
has chosen and stresses that the plan
is a tool for employees to manage
their own health care: "By carefully
choosing your coverage, using your
plan as an educated health care con-
sumer and taking a proactive role in
managing your health, you are in
control of your care and its costs,"
the text reads.

The booklet also details the health

care spending account option-
which the sample employee does not
use- and highlights what the com-
pany sees as its advantages. In addi-
tion, it states when the employee
would be able to enroll in the plan.

"Like a lot of employers, we intro-
duced HSAs a few years ago, and
this gives us another opportunity to
advertise it,"” Ms. Barsin said.

The section titled "If you are dis-
abled" details the short- and long-
term disability coverages that Con-
tinental Grain provides.

The text is accompanied by a
readily understandable bar chart
that shows the sample employee ex-
actly how many dollars she will
get-and for how long-under each
element of the coverage, including
the supplemental coverage she opt-
ed to buy.

"If you die" sets out the life and
accident c6verage that the company
provides.

Again, the booklet stresses that
such coverage is just one tool that
employees can use to build their
own complete financial package.

"Planning for the financial securi-
ty of those who depend on you is an
important responsibility. As you
consider the best way to meet their
needs, you can count on resources
from several Continental Grain pro-
grams,” the text reads.

See Seeds on page 24
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Continued from page 22

"Growing your resources" illus-
trates the employees' retirement sav-
ings plans. It provides details of how
much the employees contribute and
how much the company contributes,
and it shows how the money is invest-
ed.

This section also gives details of the
company pension plan and both
graphically illustrates how the sample
employee's benefits stand currently
and projects her monthly benefit
when she retires.

"When you retire" shows the sam-
ple employee's likely retirement in-
come by combining the various pen-
sion and savings plans with the con-
tribution from Social Security.

"It is becoming more and more im-

Emp/oyee Benefits Communication Awards _ -

Coming through
-ith flying colors

Airline's enrollment kit lands compliments

portant for employees to learn
about-and for employers to tell them
about-what they will have when
they retire," Ms. Barsin said.

The greater longevity of people,
combined with the widely held view
that Social Security benefits willlike-
ly diminish, means that employees
must realize that they need to plan
carefully for their own retirement, she
said.

"The first step is to know what you
have today and what that could be-
come tomorrow," Ms. Barsin said.
AnNnd the retirement section of the
booklet sets out to provide that
knowledge, she said.

One of the key messages of the over-
all package is that the employer and
employees are in a partnership that is
mutually beneficial, said Tom Hauser,
a communications consultant at He-

witt Associates L.L.C. in Rowayton,

CEBS

Do you have the right set of skills

to advance your career?

Are you recognized within your own

organization as a future leader?

Do you have the knowledge and confidence
to think strategically and help further the
business goals of your organization?

ince 1976, the Certified Employee Benefit
Specialist (CEBS) program has been the best
choice for educational achievement, peer recognition and

career advancement. With a comprehensive
curriculum, a strong academic partner in the

Wharton School of the University of Pennsylvania and a

national network of upwardly mobile graduates, CEBS
should be your first and only choice.

Here's why:

« CEBS helps you become a more important resource

within your organization.

Conn., who worked on the project.

"The company is saying that we are
doing all this not just because we are
nice people, but because if we can
help you meet your personal goals and
they are taken care of, you will be able
to make a greater contribution to the
organization," he said.

The booklet stresses to the employ-
ees that they should not expect the
company to take care of them but that
the company will give them the tools
to take care of themselves, he said.

Continental Grain's booklet also in-
con?orates a new corporate logo,
which again stresses the company's
contribution and commitment to em-
ployees, Mr. Hauser said.

"Part of using that is to say that this
is not separate-there is a direct cor-

relation between benefits and what

we do every day," according to Mr.

Hauser. il

By ROBERTO CENICEROS

ELK GROVE TOWNSHIP, IlII,-
VWhen United Airlines Inc. wanted
HMO enrollment to take off, the
company turned to vibrantly col-
ored new brochures to attract em-
ployee interest.

The communication effort has
proved effective: During the 1997
enrollment period for the 1998
plan year, the airline saw HMO

use shoot up 16% in Chicago and
11% in Denver.

tuoick
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Those two cities are where the
colorful communication materials
have replaced black-and-white in-
formation sheets that United tra-
ditionally used to explain its
health benefits, explained Jennifer
Herren, manager-people commu-

nication and owner services for

UAL in Elk Grove Township, ll
Benefits enrollment kits con-
taining the bright green and blue
booklets were sent out on a pilot
basis to about 25,000 employees.
The booklets also had another
effect. Employee participation
"jumped dramatically” in Unit-
ed's flexible spending accounts for
health care and dependent day-
care benefits, Ms. Herren said.
Employees in the past were not
aware of the spending accounts or
they were intimidated by the re-
quired paperwork. Therefore, they
were not benefiting from the tax

advantages the accounts offer, Ms.
Herren said.

But in "Your Benefits Outlook.”
participation requirements in the
accounts are explained step-by-
step in simple language.

Meanwhile, "A New Outlook On
Managed Care" explains how
HMOs work, how to choose a pri-
mary care doctor and offers tips
on why choosing an HMO plan
might be beneficial.

"A New Outlook On Managed
Care" also profiles the HMOs
available to employees. The pro-
files contain information on the
number of primary care doctors,

specialists and hospitals in each
HMO. There is also information on

access and customer satisfaction.

With so many negative media
reports about HMOs, United
wanted to present employees with
objective information, based on
what their peers say about their
HMO experiences, Ms. Herren
said.

For its communications efforts,
United won an Award of Excel-
lence in the personalized corre-
spondence category of the 1998
Business Insurance Employee
Benefits Communication Awards
competition.

"This communication is obvi-
ously very effective, and it helped
to change peoples' impression of
HMOs," said Brian Irion, a com-
munication consultant for Hewitt
Associates L.L.C. in Lincolnshire,
Il., who was on the team that de-
veloped the materials for United.
"It helped them make decisions
for themselves, but it gave them
more information than they had in
the past.”

The booklet design is simple,
straightforward and conservative,
Mr. Irion said. But the bright col-
ors are not conservative.

The migration of employees
from United's indemnity plan with
a preferred provider network to
the HMOs generated $2.6 million
in savings for 1998 benefits costs.
It has also produced some happier
employees.

"Not only did employees give us
a lot positive feedback just on our
enrollment visits, but personally |
got e-mail and comments from
people, which is unprecedented,”
Ms. Herren said.

The cost of the project was
about $150,000. Because of the
success of the booklets, United

employees in other locations could
soon receive the materials. 51



Perspective

ASK A

Quite a bit has been written
about the Year 2000-YZK-
computer bug, but what role
should risk managers play in
addressing this issue? Isn't Y2K
a problem for the chief

information officer?

A lot has been written about
this ubiquitous issue. It's not
surprising that a lot of risk
managers may be confused
about what to do about the
millennium problem and

specifically what part they should
play in fulfilling their roles as protectors of
corporate assets and reputation.

For most medium-sized to large entities, a chief
information officer or information systems function
head would have primary accountability for
resolving the issue. In smaller organizations, various
senior officers might fulfill such a role. Both types
of entities likely will engage third-party consultants
to assist in remediating the problem.

Regardless of who addresses it, the response
would be similar with the ultimate goal of ensuring
that computers are able to complete key tasks
without failure or significant error as a result of
how they process information tied to dates
beginning at Jan. 1, 2000. That approach would
typically include what we all know as the
application of the full risk management process:
risk identification, risk assessment, risk treatment
and risk measurement.

Clearly, like many areas of risk, the Y2K exposure
fix is a complex and resource-intense problem that
should, and for the most part will, be addressed by
the information systems function. Risk managers
must ensure that they do and that the whole risk
management process is applied. This will typically
mean a coordinating or facilitating role with
perhaps some coverage placement to mitigate what
small portion of the risk may be transferable,
depending on the cost benefit to the entity.

Be aware, however, that the coverage available
for the Year 2000 problem is extremely limited and
may not offer any benefit to many organizations.
Regardless, risk mangers should ensure that they
have explored the coverage issue in-depth and
prepare recommendations to management.

To determine whether your organization is
addressing the issue as shareholders, taxpayers and
boards would expect, here is a brief template to
follow that will address the key issues relevant to
this risk:

» Risk identification: The presence of computers
in your business is only the tip of this iceberg.

In many respects, the systems used by your
suppliers can be an even more significant concern
because you have much less control over their
compliance efforts. In both cases however, a
comprehensive exposure survey is a good starting
point for identifying the sources.

There are many examples of these surveys
available on the Internet, through your broker and
consultants. A thorough, well-crafted survey will
help ensure that the remediation plan developed,
will be sufficient to minimize the risk to ongoing
operations both from internal computer use and use
by suppliers and even customers. There are, of
course, a myriad of other Y2K risk sources such as
the Internal Revenue Service and other
governmental entities, but your focus should be
against those areas over which you can effect

control.
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RISK MANAGER

Risk managers have important role to play

in exterminating Millennium Bug problem

- Risk assessment: Once the survey step is
completed, you will have the base data to assess
those sources of risk that are most significant.

This will allow you to prioritize those areas that
need the most urgent attention and those that may
have to wait, especially now that we are within 14

months of that fateful hour. You will then be able to

assess whether you have sufficient internal

Addressing key issues
relating to Y2K problem

» ldentify the sources of
Millennium Bug risk

- Assess which risks are

most significant

- Treat risk with

insurance or other means

- Measure progress

resources to fix the problem in time or whether or
not external resources will be needed. The
assessment process will also allow you to clarify
which exposure sources, if any, many lend
themselves to risk financing or alternate treatments.
* Risk treatment: Buying insurance will not likely
be a completely sufficient answer for any entity.
You'll need to look into the way in which this risk

is covered or excluded within the context of each

policy type, before you can make an informed risk
treatment recommendation or decision. For
example, directors and officers liability insurance
policies will, in general, respond to the exposure
created by the responsibly of directors and officers
to ensure that their companies are in compliance by
Jan. 1,2000.

The most common loss types that can be
anticipated, such as breach of contract or warranty,
are areas to which the commercial general liability
policy will not respond. Other coverages that could
be triggered by a Year 2000-related loss are errors
and omissions/professional liability, aviation,
fiduciary liability and employment liability, among
others.

You shouldn't assume anything about coverage
depth or breadth except that-at best-it will be
extremely limited as each insurer may elect to
exclude coverage as much as possible, while others
may be willing to enhance coverage to a client's
desire, if perceived to be a well-controlled, low-risk
policyholder. Remember that there has been little if
any opportunity to test coverage in courts nor
present claims to insurance companies.

As a result, don't expect heroics from your
underwriters, who generally clearly see this risk as
potentially unquantifiable and thus uninsurable.
Needless to say, insurance should not be considered
a sufficient treatment of the exposure.

A key consideration should be in using contracts
with suppliers that include hold-harmless and

indemnification clauses that will protect your
organization when a third party fails to
appropriately address this risk for their
organization.

While limited in their effectiveness as suggested
above, these contracts should nevertheless include
mandates for insurance that covers Y2K risks to the
extent available under standard policies. You
should ask your suppliers for evidence of their
remediation plan and for major suppliers, progress
reports up to completion of the remediation
objective.

Treatment also should include contingency plans
that would properly prepare your organization to be
able to respond in the event either your plan or that
of your supplier falls short of the intended fix.

* Risk measurement: Make sure you develop and
use an audit process to ensure that the remediation
plan, developed both internally and by others, is
moving along on schedule and to ensure that
roadblocks that are encountered can be cleared in a
timely manner by the appropriate member of .
management or even governance.

While this space permits only a cursory overview
of this issue, there are numerous sources of guidance
and assistance that can help risk managers play
their role well. Your role will be a function of how
well functional experts, such as those in information
systems, do their job. If they do, you can apply the
risk management process to this like any other
exposure and know that when done well, that you
w=ill have played your role in this important risk
management effort.

Here are some suggested resources: "The Risk
Report," International Risk Management Institute,
Volume XX, July 1988; "The Risk Report,"” Volume
XXIl, No. 2, October 1998;
www.Mstnet.com/year2000/yr2000.html;
www.itaa.org/year2000.htm; williscorroon.com/y2k;
www.sftware.ibm.com/year2000/paper.html; "Y2K
and Your Insurance: The Issues”, J&H Marsh &

McLennan Inc. rm

Would you like advice from an erperienced colleague
on a risk management, benefits management or actuarial
problem? Four quarterly features in the Perspective
section of Business Insurance can give you some answers,

Ask A Risk Manager, Ask A Benefits Manager, Ask A
Benefit Actuary and Ask A Casualty Actuary answer
written questions h'om readers on risk and benefits
management issues and actuarial problems.

This month's column on risk management issues is
written by Christopher E. Mandel, director-risk
management at Tricon Global Restaurants Inc. in
Louisville, Ky Dennis J. Nirtaut, managing director of
compensation and benefits for Arthur Andersen & Co.,
L.L.C. in Chicago, answers questions on employee benefit
plans. Wiltiam J. Miner, an actuary with Watson Wyatt
Worldwide in Chicago, answers actuarial questions on

beneAts issues. And, Richard E.

Sherman, president Of Richard E.

Sherman & Associates Inc. in

Ashland, Ore., answers actuarial

questions in the casualty field.

Address your questions to ASK,
Business Insurance, 740 N. Rush
\ 31/," A< St., Chicago, Itt. 60611. Please
N give us your name, title and
employer; however, Business

Insurance will consider unsigned

Mr. Mandel letters.
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Emp/oyee Benefit Communication Awards-

Applied Materials uses intranet
to display its Benefits Portra it

BellSouth

answers

call for
benefit Kit

By MICHAEL BRADFORD

By AMANDA MILLIGAN

SANTA CLARA, Calif -Employees at Ap-
phed Matenals Inc certainly knew what they
earned in salary, but when it came to under-
standmg benefits as part of a total compensa-
tion package, some had trouble seeing the big
picture

That's when the company, along with Aon
Consulting, unveiled the Benefits Portrait,
which offers employees a snapshot of their to-
tal compensation at the time of open enroll-

ATLANTA-It's not easy to plan for ment Using the concept of a paint box or

smurxm:f trh7iCaTantionheyrvnr:%z cenrtohyeecnrimsthpeorettys:urn=Ime-

feet

As a way to help employees at Bell-
South Telecommunications Inc avoid
such frustrations when planning their
retirement, the company designed a kit

tions and offers personallzed information on
issues such as income protection, survivor

benefits and health care

"l Just didn't feel hke employees understood
the value of their benefits," said Diana Finu-

with everything workers need in a single cane, U S benefits manager for the Santa

bound volume

"That was one of our marching orders

Clara, Calif -based semiconductor parts man-
ufacturer "We really felt like we had a chal-

from BellSouth, to create a cohesive lenge on our hands in educating employees "

feeling and logical placeholder for the
relevant forms that impending retirees
could look for,"” said Christopher K
Williams, vp at Sheppard Associates, the
Stamford, Conn, consulting firm that
helped design the kit

The kit replaces a "packet of info that
was mailed out from BellSouth,"” Mr

Some companies are inclined to emphasize
the employer's monetary contributions to each
benefit But Apphed Matenals decided to take
a different approach

Th.Tomtr

Have You Con:dered vitd

CA

0. fs#liff %=
\= |.--*I-
==:CL {=3

\\Im E.fi.ELIZIR.221:

SPECIAL PROJECT

Benefits Communication Awards competition

Applied Materials' employees were already
famihar with the company's interest m pro-
viding online information Throughout the
year, benefits information is available over the
company intranet In addition, Applied Mate-
rials also conducts online salary reviews

The Benefits Portrait "fits with our philosc-
phy because actual enroliment is online," said
Ms Finucane

Enabling employees to seek out benefits in-
formation on their own also eased the transi-
tion into open enroliment online, Ms Block
said "l think the Portrait really supported
that effort because it's a little scary to tell em-
ployees that you re going to enroll online,"” she
said

Traditional phone enrollment isn't as inter-
active as its online counterpart, and online en-
rollment also cuts down on the amount of
manual data entry required during a time that
can be frenetic for benefits personnel Addi-
tionally, because the Benefits Portrait is pass-
word protected, it builds employee confidence
in the intranet system by illustrating the secu-
mty of personal information, said Ms Block

In 1997, Ms Block said approximately 6,000
employees went through the open enrollment i

Lori Block, assistant vp at Aon Consulting Best of Show for Intranet Communication process Of that number, fewer than 150 en- 1

in San Francisco, said that by downplaying

the cost of the benefits to the employer, work-
el s are able to derive the actual value of the

Applied Materials Inc

rollments wei e conducted on paper
Because the Benefits Portrait data is only ,
dated prior to open enrollment each year,

Williams said Because the packet was a program This is accomphshed by first detail- At the October 1997 launch, 10,000 U S em- Applled Materials does not make it acceSS|bIe
ing the specifies of a program in which em- ployees had access to the Benefits Portrait, ei- year-round When the system was removed at
"did not have a cohesive feel to it," he ployees can participate The actual cost of the ther from their personal desktop computers or the end of the 1997 enroliment period, Ms
added "If it got out of order or fell out benefit to the company and to the employee is from shared kiosks, Ms FInucane said For its Finucane said she was bombarded with phone

loose collection of "pieces and forms," it

of the envelope, it was up to you to try to
make sense of it "

More likely, the employee would ask

den of piecing the packet back together,
said Ann DeBellis, manager-benefits
communications at BellSouth in Birm-
ingham, Ala "They would call the bene-
fits department and ask us what to do
next "

"SO "she recalled, "we put together
this easy-to-use kit "

Mr Williams said the idea was to cre-

ate something "that wouldn't weigh 15
already out "

covers all aspects of the retirement pro-
cess, won an Award of Excellence in the
special prolect category for prmt com-
munication of the 1998 Business Insur-
ance Employee Benefits Communication
Awards competition

A fold-out inside cover introduces em-

outhned after this descnption

accessibility and crisp design, the Benefits calls, which she said gave her an idea of the

"It kind of turned conventional wisdom up- Portrait was awarded Best of Show in the spe value of the Portrait to employees The compa-
side down," she said "l love the paint box It's cial project category for intranet communica- ny plans eventually to provide more employee
the company to share some of the bur- very Inviting "

Employees respond to RSVP Web

By AMANDA MILLIGAN

KALAMAZOO, Mich -RSVP-it's the tronic medium

French acronym for "please reply "

tion in the 1998 Busmess Insurance Employee benefits Information online

and technical-adlectives that do not bode of the site's inception Ms Kosteckl now is eli-
well in the fast-paced, "pomt and chck" elec- rector of staffing m the Kalamazoo office

Because it is an intranet feature, employees

Overall, we tried to create awareness by can only access RSVP Web from a personal ,

When Kalamazoo, Mich -based Pharmacia taking a different approach to benefits," said computer at work The service IS available to
pounds and be as complex as what was & Uplohn introduced RSVP Web, that's ex- Ms Jerussi, adding that the onhne resource's approximately 4,000 employees, and Ms
actly what the pharmaceutical company was approach is lighter than the approach used Kostecki said the response to RSVP Web has
The kit, an eight-section binder that doing-responding to employee requests for with the print materials "We wanted to have been positive

online benehts information

a httle fun, but we didn't want people to think

"Doing a benefits Web site was on nobody's we were frivolous”
agenda," said Monica Jerussi, a principal in RSVP Web, with its vivid colors and light- used only during the open enroliment period
the Fort Lee, NJ, office of benefit consultants hearted tone, earned an Award of Excellence Ms Kostecki said its effectiveness also willl
PwC Kwasha, which designed the site with in the special project category for intranet come under continual scrutiny as Pharmacia
Pharmacia & Uplohn "This came from em- communication in the 1998 Business Insur- & Uplohn contmues to adiust to the merger of

But due to budget cuts and the costs of op-
erating and updating the site, RSVP Web is

ployee focus groups and employee surveys " ance Employee Benefits Commumcation the two corporations, which took place m
ployees to what the kit contains and pro- Pharmacia & Uplohn's RSVP Web also Awards competition 1994
vides a checklist of steps to take as they stands for Resources for Security, Value and Some of the site's features Include articles "l think it helped employees see there were
head toward their retirement date A Prosperity, and it highlights benefits that ex- explaining changes in benefits, a list of con- huge changes in benefits This is part of our |
form the employee must return to ac- emplify each of these areas, such as the cafe- tacts and phone numbers to call for answers to cultural change "
knowledge receipt of the kit is in a pock- tel'ia benefits plan, work/life benefits and re- benefits questions and a look ahead at fea- Ms Jerussi said the online effort fostered a v
et on the inside cover tirement benefits, respectively These compo- tures planned for subsequent updates direct link between employees and the bene- 1
Each section is tabbed, and the tabbed nents make up part of employees' total com- We took a boring, conservative thing like fits offered to them and presented the corpo- i
divider page has a Pocket that holds any pensation package, and thus it is important benefits and made it kind of cool," said Diane ration ma positive light "It gave benefits a
necessary forms for that section For ex- that employees understand them However, Kostecki, who was director of human resource prominence that this area hadn't had before
ample, the section on health care infor- discussions of benefits can become lengthy proJects for Pharmacia & Uplohn at the time It really set benefits apart " (=1

Judges for 1999 EBC competition

mon claims and a Medicare reimburse-
ment form

Apart from "Health Care Informa-
tion," the sections are tabbed "Making

Your Retirement Decisions, Monthly

Annuity, Telephone Concession" (in-
formation on discount service for re-
tirees), "Survivor Protection," "SSP,
PAYSOP & ESPP," "Other Retiree In-
formation" and "Tax Information "

BellSouth spent about $156,000 pro-
ducing the kit and made the first version
available to non-management employees
in October 1997 Management employees
had a version available early this year

Feedback has been positive from em-
ployees who have used the kit, Ms De-
Bellis said And a focus group of retirees
who went through the retirement pro-
cess without it, "wished they had had
it," she added

Fiheen ludges reviewed entries in the 1998 surance

« Bill Kroger, corporate manager of labor

Bus:ness Insurance Employee Benefits Com- - Laura Freston, semor director of employee relations for The Budd Co m Troy, Mich

munlcation Awards competition and selected relations at the Chicago Mercantile Exchange ¢ Carla Pasquall, human resources advisor-

the recipients of Best of Show honors and in Chicago benefits for Texaco Inc m White Plains, N Y

Awards of Excellence The judges for the 26th « Margaret Fuller, manager-profit shanng - Tammy Schoenert, manager-benefits ad-

annual competition were for The Southland Corp m Dallas ministration for the H E Butt Grocery Co in
* Anthony Amato, director of compensation - Chnstme Goldthwaite, graphic designer at San Antomo, Texas

and benefits at the Hard Rock Cafe Interna- her own firm, Wilham Street Design m Boon- - Doretta Schuyler, employee benefits man-

bonal Inc in Orlando, Fla ton, N J ager at Lockheed Martin Misslles & Space in
« David Brown, supervisor-profit sharing « Barbara Hurley, director of umversity Sunnyvale, Cahf

for Payless ShoeSource Inc m Topeka, Kan marketing communications at the University « R Scott Speldel, manager-communication
» Stephame Calamanou, benefits and hu- of Medicme & Dentistry of New Jersey in and implementation at Kraft

man resources information system manager Newark Northfield, 1l

for Trader Publishing Co In Norfolk, Va - Bernard Knobbe, director-employee bene- - Barbara Wiembicln, director of commum-
* Greg David, editor of Crain's New York fits and corporate staff human resources for cations at HSB Industrial Risk Insurers in

Busmess, a sister pubhcation of Business In- Morton Internattonal in Chicago Hartford, Conn

t Foods Inc in
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Annual directory of benef

Aon Consulting

123 N Wacker Dnve,
Chicago, 111 60606-1770,
312-701-3000, fax 312-701-4855

Interactive benefit systems since- 1993

Parent Aon Corp

reports via printer, computer di:kette, elec-
tronic mail, fax and mall Ootions avallabie
for employee-specific recommendations,
health claims status

Accessed through Texephone, kiosi,
employees' PCs, benefit departrient kiosk

User support- User groips meetings"”,
onsite training”, telephone assistance 10
hours per day**

Staff- 160 total, 100 profe :sicnals

Clients 50 total, including 20 new clienis
and 30 who added additional features To

System type/cost*. Purchased $50,000 their interactive benefit communication sys-
Operated on a service bureau basis for tem In 1997

$10,000 per month

Branch offices. San Francisco and San

System requirements- PC system, single Jose, Calif, Chicago, Atlanta, Baltimore and
user or network, operates in Windows or Owings Mills, Md, Detroit, Winston-Salem,
Server-Sun &NTOP systems Online sys- NC, Philadelphia, Montreal Toronto

tem if operated on service bureau basis
Customized system
First installation. 1989

Total installations- 100

Benefits communicated Savings plans,
health plans, flexiole benehts, flexible spend-
ing accounts Options available for pension
plans, workers comp benefits, stock plan

Features Standard system provides plan
descriptions, personal information, direct en-
rollment, modeling/plojections, option selec-

Officers Daniel T Cox chairman-Aon
Consulting Worldwide, Dorald C Ingram,
chairman-Aon Consulting-Americas, Ron
Amy, chairman-Aon Consulting Ltd -UK,
Jean-Pierre Provencher, chairman-Aon Con-
sulting Inc, Canada, Davil Jones, presi-
dent-Aon Consulting's Human Resources
Consulting Group

Contact San Jose and San Francisco
Calif Deb Lewis, 415-228-315E Baltimore

Janet Raubach, 410-547-59-0
- Aon Consulting customizes intera=live onlire

BeneSoft Inc.

P O Box 3530,
Bethany, Conn 06525
203-393-0320; fax 203-393-0325

Interactive benefit systems since 1987

Software products:

- Flexible Software

System type/cost Purchased price
varies

System requirements: PC system, single
user or network, operates in DOS, Windows

Customized system

First installation- 1987

Total installations: 100

Benefits communicated Health plans,
flexible benefits Options available for sav-
Ings plans, flexible spending accounts,
COBRA

Features: Standard system provides plan
descriptions, personal information, direct en-
rollment, option selectionagustment, health
claims status, reports via p-inter, computer
diskette, electronic mail, fax and mail

Accessed through. Telephone, employ-

lion/adjustment, details on investment alter- communications compatible with sac,i adent's exist- ees PCS

natives, transfers among investment funds,

5.717:8C'4."

lyears'’

o

systems " Indudedin systen price

Unionamerica
Insurance -
Company '

1.4 Limited

A M Best "A-" (Excellent)
Standard & Poor's 'K (Strong)

125>71

Tenant of the Loncon

Underwriting Cenve

User support User groups/meetings, on-

Successful Track Record

11l S«& 4 - -

site training*, telephone assistance 12 hours
per day*

Staff- 32 total, 20 professionals

Branch offices. Bethany, Conn , Ann Ar-
bor, Mich, Beaverton, Ore

Officers Faisal A Saleh, president,

Steve Froebel, vp
Contact Falsal A Saleh

* Included in system price

Buck Consultants Inc.

1 Pennsylvania Plaza,
New York, NY 10119-4789,
212-330-1000, fax 212-695-4184

Interactive benefit systems since- 1985
Parent. Mellon Bank Corp

Software products-

= Buck Voice Response

System type/cost Purchased or operat-
ed on a service bureau basis Price varies

It communications systems

Cascade Technologies Inc.
333 Thomall St,
Edison, N J 08837,
732-906-2020, fax 732-906-2018
www cascadetechnologies com

Interactive benefit systems since 1989

Software products.

- Connection Server

System type/cost Purchased

System requirements PC system, oper-
ates Windows NT

Customization optional

First installation 1997

Total installations- 20

Benefits communicated- Savings plans,

System requirements. Operates in Voice health plans, pension plans, workers comp
Response unit (not applicable of service bu- benefits, flexible benefits, flexible spending

reau) Online system
Customized system
First installation- 1989
Total installations- 61

Benefits communicated Options avail-

accounts

Features Standard system provides plan
descriptions, personal information, direct en-
rollment, modeling/projections, employee-
specific recommendations, option selec-

able for savings plans, health plans, pension tion/adjustment, health claims status, details
plans, flexible benefits, flexible spending ac- on investment alternatives, transfers among

counts and health and welfare benefits

investment funds, reports via printer, com-

Features. Options available to add plan puter diskette. electronic mail, fax and mail

descriptions, personal information, direct en-

Optional call center system with output to In-

rollment, modeling/projections, option se|ec- temet

tion/adjustment, health claims status, details
on Investment alternatives, transfers among
Investment funds, reports via printer, com-
puter diskette, fax and mail, confirmation
statements generated for all transactions

Accessed through Telephone

User support User groups/meetings™,
onsite training*, telephone assistance 12
hours per day

- The Buck Retirement Planner

System type/cost- Purchased $18,000

System requirements- PC system, single
user, operates in Windows

Customization optional.

First mstallation 1993
Total installations Three

Benefits communicated. Savings plans,

Accessed through Telephone

User support Onsite training*, telephone
assistance nine hours per day*, bulletin
board service*

Officers Vigdis Austad, president, Frank
Joicy, vp

Contact JaNae Franke, marketing asso-
ciate

* Included In system pnce

pension plans, protit shanng, social security Foundation Technologies Inc.

Features Standard system provides
modeling/projections, reports via printer, in-
dividualized retirement planning Options
available to add plan descriptions, details on
investment alternatives

Accessed through Kiosk, employees’
PCs, benefit department kiosk, internet

User suppon- User groups/meetings, on-
site training

« Survey Magic

System type/cost. Purchased $15,000,
also can be leased or operated on a service
bureau basis

System requirements- PC system, single

78 Fourth Ave,

Waltham, Mass 02451,
781-530-2000, fax 781-530-2001
www foundationtech com

Software products-

- Beneflex

System type/cost- Purchased $300,000

System requirements- PC system, net-
work, operates in Windows

Customized system
First installation 1996

Total installations 12

Benefits communicated Savings plans,

user or network, operates in Windows or health plans, pension plans, flexible benefits,

voice response unit Online system

Customization optional
First installation. 1995

flexible spending accounts Options avail-
able for workers comp benefits
Features Standard system provides plan

Benefits communicated- Surveys any descriptions, personal information, option

benefit or other topic desired, including per- selection/adjustment, details on investment

formance feedback

alternatives Options available for direct en-

Accessed through- Telephone, employ- rollment, modeling/projections, employee-

ees' PCs, Internet

specific recommendations, health claims

User support- User groups/meetings, on- status, transfers among investment funds

site training, telephone assistance
- Community Solutions

Accessed through. Employees' PCs
User support: User groups/meetings, on-

System type/cost Purchased $175,000, site training, telephone assistance 10 hours

or operated on a service bureau basis
System requirements- PC system, net-
work, operates in Windows

Customized system
First installation. 1996

Total installations: Two

Benefits communicated. Savings plans,

per day*
Staff 75 total, 30 professionals

Clients- 12 total, including eight new
clients

Branch offices. California, Connecticut,
Maryland, Pennsylvania, Texas, Wisconsin
1997 gross revenues. From software

health plans, pension plans, workers comp sales, 80%, software services, 20%

benefits, flexible benefits, flexible spending

Officers- Tod Loofbourrow, president/

accounts, life events, personal financial CEO, Ganne DeSomery, COO, Larry Kurzn-

planning

er, vp-marketing and business development,

Features- Standard system provides plan Mike Huseman, vp-sales

descnptions, personal information, direct en-

Contact. Tara Bourgeois, sales and mar-

rollment, modeling/projections, health claims keting associate, 781-530-2050

status, details on investment alternatives, re-
ports via electronic mall and printer Options
available to add employee-specific recom-
mendations, option selection/adjustment,
transfers among investment funds

Accessed through Telephone, ktosk,
employee's PCs

User support. Onsite training, telephone
assistance

Staff. 23 total, 18 professionals

Clients. 67 total, including 12 new clients
and 16 who added additional features to
their interactive benefit commmunication sys-
tem in 1997

Branch offices. 58 worldwide

1997 gross revenues $302 2 miillion to-
tai

Officers. Joseph LoClcero, pres,denV
CEO

Contact Ed Gadowski, marketing depart-
ment, 201 -902-2565

* Included in system price

* Included m system pnce

Human Resources

Consulting Group Inc.
1202 E Dover,

Provo, Utah 84604, 801-765-4417,
fax 801-7654418

Software products

| Taxdemo

System type/cost: Purchased $3,500
$300 per month lease Operated on a ser-
vice bureau basis for $1 per employee per

Continued on page 32



Excess Casualty Protection of a Different Stripe

To survive in the wild, zebras rely on excess, using their And, our decentralized, field-driven operations assure
camouflage to herd together in excessively large groups that efficient, dependable personal attention underscored by swift,
make it virtually impossible for a predator to identify a single thorough claims service of a different stripe.
victim. Like this lesson in excess protection in nature, you For more information, call one of our experts at
also need to ensure your excess casualty survival with a call to 1-800-382-2150. Discover why you dont need to run in
Zurich-American. herds to reap the benefits of excess. You just have to run with

Our team of professionals can custom-tailor your the Zurich-American Excess Casualty Group. You won' just
policy for up to $50,000,000, backed by the vast resources, breathe easier. You'll be breathing in
global market capabilities and superior financial ratings of an the Sweet Smell of Excess. @

industry leader. ZURICH

©1998 Zurich Insurance Company Coverages underwritten by Zurich Insurance Company or another member of Zurich-American Insurance Group. wiwvie.zurichanierican.cont
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Continued from page 30
month.

System requirements: PC system, single
user or network; operates in DOS or Win-
dows.

Customization optional.

First installation: 1983.

Total installations: 5,750.

Benefits communicated: Savings plans,
health plans, pension plans, workers comp
benefits, flexible benefits, flexible spending
accounts.

Features: Standard system provides
personal information; direct enroliment;
modeling/projections; option selection/ad-
justment; health claims status; transfers
among investment funds; reports via printer,
computer diskette, electronic mail, fax and
mail. Options available to add employee-
specific recommendations; details on invest-
ment alternatives.

Accessed through: Telephone, kiosk,
employees' PCs, benefit department kiosk,
Internet, intranet.

With over 4000 users, TravisCobra

I IVR-Response Plus.

System type/cost: Purchased: $5,500.
$500 per month lease. Operated on a ser-
vice bureau basis for $3 per phone call.

System requirements: PC system, single
user or network; operates in DOS, Windows
or 05/2. Online system.

Customization optional.

First installation: 1989.

Total installations: 27.

Benefits communicated: Savings plans,
health plans, pension plans, workers comp
benefits, flexible benefits, flexible spending
accounts.

Features: Standard system provides
personal information; direct enroliment;
modeling/projections; option selection/ad-
justment; health claims status; transfers
among investment funds; reports via printer,
computer diskette, electronic mail, fax and
mail. Options available to add employee-
specific recommendations; details on invest-
ment alternatives.

Accessed through: Telephone.

| EBS-Benefits Statements.

System type/cost: Purchased: $1,800.
$150 per month lease. Operated on a ser-
vice bureau basis for $3 per statement.

System requirements: PC system, single
user or network; operates in DOS or Win-
dows. Online system.

Customization optional.

First installation: 1993

Total installations: 15.

Benefits communicated: Savings plans,
health plans, pension plans, workers comp
benefits, flexible benefits, flexible spending
accounts.

Features: Standard system provides
personal information; direct enroliment;
modeling/projections; option selection/ad-
justment; health claims status; transfers
among investment funds; reports via printer,
computer diskette, electronic mail, fax and
mail. Options available to add employee-
specific recommendations; details on invest-
ment alternatives.

Accessed through: Telephone, kiosk,

employees' PC, benefit department kiosk,
Internet, intranet.
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| Enroll-Employee Self Service.

System type/cost: Purchased: $500. Op-
erated on a service bureau basis for $1 per
employee per month.

System requirements: PC system, single
user or network; operates in DOS or Win-
dows. Online system.

Customization optional.

First installation: 1982.

Total installations: 150.

Benefits communicated: Savings plans,
health plans, flexible benefits, flexible spend-
ing accounts.

Features: Standard system provides
personal information; direct enrollment;
modeling/projections; option selection/ad-
justment; transfers among investment funds;
reports via printer, computer diskette, elec-
tronic mail, fax and mail. Options available to
add employee-specific recommendations;
details on investment alternatives.

Accessed through: Telephone, kiosk,
employees' PCs, benefit department kiosk,

Internet, intranet.

« TouchScreen Employee Self Service.

System type/cost: Purchased: $15,000.
Operated on a service bureau basis for $1
per employee per month.

System requirements: PC system, single
user or network; operates in DOS or Win-
dows. Online system.

Customization optional.

First installation: 1982.

Total installations: Five.

Benefits communicated: Savings plans,
health plans, flexible benefits, flexible spend-
ing accounts.

Features: Standard system provides
personal information; direct enrollment;
modeling/projections; option selection/ad-
justment; health claims status; transfers
among investment funds; reports via printer,
computer diskette, electronic mail, fax and
mail. Options available to add employee-
specific recommendations; details on invest-
ment alternatives.

Accessed through: Telephone, kiosk,
employees' PCs, benefit department kiosk.

- Interactive Video Employee Self Service.

System type/cost: Purchased: $25,000.
Operated on a service bureau basis for $2
per employee per month.

System requirements: PC system, single
user or network; operates in DOS or Win-
dows. Online system.

Customization optional.

First installation: 1982.

Total installations: Two.

Benefits communicated: Savings plans,
health plans, pension plans, workers comp
benefits, flexible benefits, flexible spending
accounts.

Features: Standard system provides
personal information; direct enrollment;
modeling/projections; option selection/ad-
justment, transfers among investment funds;
reports via printer, computer diskette, elec-
tronic mail, fax and mail. Options available to
add employee-specific recommendations;
health claims status; details on investment
alternatives.

Accessed through: Telephone, kiosk,
employees' PC, benefit department kiosk,

Internet, intranet.

- Web/Internet/Intranet Employee Self
Service.

System type/cost: Purchased: $15,500.
Leased. Operated on a service bureau basis
for $1 per employee per month.

System requirements: PC system, single
user or network; operates in Windows. On-
line system.

Customization optional.

First installation: 1998.

Total installations: Two.

Benefits communicated: Savings plans,
health plans, pension plans, workers comp
benefits, flexible benefits, flexible spending
accounts.

Features: Standard system provides {
personal information; direct enrollment;
modeling/projections; option selection/ad- ,
justment; transfers among investment funds;
reports via printer, computer diskette, elec-
tronic mail, fax and mail. Options available to
add employee-specific recommendations; ,
health claims status; details on investment ;
=aalterraa=atives=s o

Accessed through: Telephone, kiosk,
employees' PCs, benefit department kiosk,
Internet, intranet.

User support: User groups/meetings™*,
onsite training*, telephone assistance 9.5
hours per day*, remote telephone training*. 1

Sta«: 25 total, 22 professionals. !

Clients: 600 total, including 15 new ,
clients and 25 that added features to their in-
teractive benefit communication system in
1997.

Branch offices: Birmingham, Ala.; Los
Angeles; Palm Coast, Fla.; Salt Lake City
and Provo, Utah.

1997 gross revenues: $5,800,000 total,
including: software, 70%; software services,
10%:; user: support, 15%; hardware, 5%.

Officers: Richard D. Petton, CEO; E.
Richard Packham, senior vp; Bill Wunder-
lich, vp; Rob J. Thurston, vp-marketing; R.
Brent Dudley, management information sys-

tems.

Contact: Rob J. Thurston.

Hewitt Associates L.L.C.

100 Half Day Road,
Lincolnshire, lll. 60069,
847-295-5000; fax: 847-883-9019

www.hewitt.com

Interactive benefit systems since: 1988.

Software products:

- Future$aver.

System type/cost: Purchased: $25,000
(licensed).

System requirements: PC system, single
user or network; operates in Windows.

Customized system.

First installation: 1989.

Total installations: 49.

Benefits communicated: Savings plans.
Options available for pension plans, stock
options, non-qualified plans.

Features: Standard system provides
modeling/projections, details on investment

Continued on page 34

Explanation of terms in the directory

The directory of employee benefit
communications systems lists com-
panies that produce and supply pro-
prietary, interactive benefit commu-
nications systems to organizations
for use by employees. Companies
that only dealin general utility soft-
ware, hardware, or software de-
signed to be used by personnel de-
partments, insurance companies or
consultants are not included. Com-
panies must offer the software on an
unbundled basis to be listed.

Each listing begins with the com-
pany address, year the company be-
gan offering interactive benefit sys-
tems and parent company.

Information on software products
follows. System type/cost indicates
whether a system is purchased,
leased or operated on a service bu-
reau basis. The purchase price or av-
erage lease of the system is noted, if
given by the company. System re-
quirements include the type of com-
puter and operating system required,
whether it is employed for a single
user or on a network, and whether it
is operated as an online system. Cus-
tomization options are noted when
applicable.

Year of first installation and the

number of total installations are also

given. The next section details the
benefits communicated and system

features, both standard and option-
al.

The next section indicates whether

the system is accessed through tele-
phone, kiosks, PCs/terminals or
some other method. The types of user
support available with the system
are also listed.

Staff figures, given in full-time
equivalents for year-end 1997, in-
clude the total staff assigned to inter-
active employee benefit com-
munication systems and the number
of professional/technical staff mem-
bers. The clients section lists the total
number of interactive employee ben-
efit communication systems in-
stalled, the number of new clients in
1997 and the number of clients who
expanded edsting systems in 1997.

Locations of branch offices and
1997 gross revenues are detailed
next. Names and titles of principal
officers and a contact person com-
plete each listing.

The directory is published as an
editorial service; there is no charge
for companies to be included. The
companies listed were required to
complete a questionnaire provided
by Business Insurance.

Although every effort is made to
publish complete and accurateinfor-

mation, Blis unable to verify all in-
formation received.
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alternatives, reports via printer Options

System type/cost Purchased price modeling/projections, individual employee's
varies Leased price vanes
System requirements. PC system, single tions

available to add plan descriptions, personal user or network, operates in Windows On-

Information

Accessed through- Kiosk, employees’
PC, benefit department klosk, home PC, in-
ternet, intranet

User support. Onsite training

Staff 12 total, 10 professionals

line system

Customization optional

First installation 1990

Total Installations. 100

Benefits communicated Savings plans,
health plans, pension plans, flexible benefits,

Clients. 49 total, including 13 new clients flexible spending accounts

and 15 that added features to their interac-

tive benefit communication system in 1997
Branch offices- 28 locations nationwide

1997 gross revenues. $709 million

Features Options available to add plan

descriptions, personal information, direct en-

rollment, modeling/projections, employee-

specific recommendations, option selec-

Officers. Dale L Gifford, CEO, Gerald | tion/adjustment, health claims status, details
Wilson, chairman, James R Rushin, direc- on investment alternatives, transfers among
tor-business development. Michael L Tra- investment funds, reports via printer, com-

han, director-PC automated services

Contact George Wilmes

Merit Software Concepts Inc.
P O Box 771966,

Houston, Texas 77215-1966,
713-782-9974, fax 713-782-3731

puter diskette, electronic mail, fax and mail

Accessed through: Telephone, klost<,
employees' PCs, benefit department klosk

User support: User groups/meetings, on-
site training, telephone assistance eight
hours per day*

Staff 12 total, 10 professionals

Clients. 100 total, including 20 new clients
and 10 that added features to their interactive
benefit communication system in 1997

Branch offices- Charlotte, N C

1997 gross revenues: $3 3 million total
$250,000 from employee interactive benefit

Interactive benefit systems since- 1989 communication systems sales and services,

Parent Decker & Associates Inc

Software products

i Financial Strategies

System type/cost- Purchased $30 per user

System requirements- PC system, single
user, operates in Windows 95 or 98

Customization optional

First installation 1990

Benefits communicated. Options avail-
able for savings plans, health plans, pension
plans, flexible benefits and flexible spending
accounts

Features Standard system provides
modeling/projections, reports via pnnter, and
computer diskette Options available to add
plan descriptions, employee-specific recom-
mendations, option selection/adjustment

Accessed through Employees' PC

User support- User groups/meetings, on-
site training, telephone assistance eight
hours per day

Staff. Eight total, all professionals

Contact. Kenneth L Decker, president

e

Network Management Services
5500 Wayzata Blvd, Suite 500,

Minneapolis, Minn 55416,
612-525-2700, fax 612-525-2701

Interactive benefit systems since: 1995

Software products-

- Ben-Net

System type/cost. Operated on a service
bureau basis for $3 per employee per

month

including 80% software sales, 10% software
services, 10% user support

Officers John R Parsons, chairman, Mark
S Sommers, president, Richard S Wargo,
senior vp/managing actuary, Donald N De-
lassandro, vp-defined contribution services,

Jeffrey T Graves, vp-information systems
Contact John R Parsons or Mark S

Sommers

* Included tri system pnce

@

The Segal Co.

1 Park Ave,

New York, N Y 10016-5895,
212-251-5000, fax 212-251-5490
www segalco com

Interactive benefit systems since- 1991

Software products

- SegalVoice

System type/cost Purchased $100,000
Operated on a service bureau basis for
$30,000 per year

System requirements- PC system, oper-
ates in Windows

Customization optional.

First installation- 1991

Total installations- Six

Benefits communicated- Savings plans,
health plans, pension plans, flexible benefits,
flexible spending accounts Options avail-
able for workers comp benefits, surveys,
contract ratification

Features. Standard system provides plan

Systern requirements PC system, net. descriptions, personal

work, operates in Windows Online system
Customization optional
First installation- 1995
Total installations- 15
Benefits communicated Health plans

Options available for savings plans

rollment, modeling/projections, option selec-
tion/adjustment, transfers among investment
funds, reports via printer, computer diskette,
electronic mall, fax and mall Options avail-
able to add employee-specific recommenda-
tions, details on investment alternatives, re-

Features. Standard systern provides plan Ports via pnnter, cornputer diskette, electron-

descriptions, personal information, direct en-
rollment Options available to add model-
Ing/projections, employee-specific recom-
mendations, reports via printer, computer
diskette, electronic mail, fax and mail
Accessed through. Telephone, klosk,
employees' PCs, benefit department klosk

ic mail, fax and mail

Accessed through Telephone

User support Onsite training; telephone
assistance eight hours per day*

Staff: 12 total, 10 professionals

Clients 25 total, including six new clients
and five that added features to their interac-

User support: User groups/meetings, on- tive benefit communication system in 1997

site training, telephone assistance eight
hours per day, eligibility updating, eligibility

Branch offices: Phoenix, Los Angeles,
San Francisco, Denver, Hartford, Conn,

distribution to vendors and payroll, financial Washington, Atlanta, Chicago, New Orleans,

reconciling, COBRA

Staff 150 total, 100 professionals

Clients 15 total, including three new clients
and three that added features to their interac-
tive benefitcommmunication system In 1997

Officers Mark Tierney, CEO, Mike Bing-
ham, president, Barb Seykora, COO, Scott
Holstend, CFO, Don Lightfoot, chief market-
ing officer

Contact Mike Bingham

Parsons, McKee,
Sommers & Co.

2001 Crocker Road, Suite 300,
Westlake, Ohio 44145,
440-871-8611, fax 440-871-7485

WwWww pmsco.com

Interactive benefit systems since- 1990

Software products.

* INnQuiry

Boston, Minneapolis, St Louis, New York,
Cleveland, Houston, Seattle, Edmonton, Al-
berta, Toronto
Officers Robert D Knnsky, chairman,
Howard Fluhr, president/CEO, Robert J
Dellovo, Richard M Frenzel, executive vps
Contact- Lynn Shanley, 212-251-5259

*included in system pnce

Sequoia Retirement Services
1911 San Ysidro Dnve,

Beverly Hills, Calif 90210-1520,
310-859-1961,fax 310-859-7077

Interactive benefit systems since. 1990
Software products.

- Estate Registry

System type/cost: Purchased $10

System requirements PC system, single
user, operates in DOS, Windows

Customization optional.

First installation: 1990

Total Installations 500

Benefits communicated. Retirement
plans

Features: Standard system provides

net worth, income, expense, survey projec- Software products:

I PLAN It

Accessed through Employees’ PCs System type/cost Operated on a service

User support. Telephone assistance* bureau basis

Staff. One total, one professional System requirements- PC system, oper-

Clients. 500 total, including 100 new ates in Windows on Internet Online system
clients
) L Customized system
Contact. Chuck Tellalian, principal

* Included in system price

e

Towers Perrin

First installation- 1992
Total installations- 35

Benefits communicated- Savings plans,
pension plans, retirement plans

Features- Standard system provides plan
descnptions, modeling/projections, em-
ployee-specific recommendations, details on
investment alternatives, reports via printer
335 Madison Ave,
New York, NY 10017,
212-309-3400, fax 215-24&4189

www towers com

Options available to add personal informa-
tion, direct enrollment, option selection/ad-
justment, transfers among investment funds

Accessed through. Employees' PCs,

Interactive benefit systems since. 1992 benefit department kiosk, Internet

User support:- User groups/meetings, on-
site training, telephone assistance, work-
books, personalized statements

Staff Four professionals

Clients- Five total, including one new
client and four that added features to their in-
teractive benefit communication system in
1997

1997 gross revenues- $1 1 billion total

Officers- John Lynch, CEO

Contact Maureen Welsh, 1500 Market
St, Philadelphia, Pa 19102,21 5-246-4411

* included in system price

If your company produces interacbve benefit
communications software products and was
not included In this directory, call 312-649-
5279 to receive a questionnaire for next year
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Arbitration

Continued from page 1

"So if a risk manager or a human
resource executive is interested in
trying to avoid employee lawsuits
through arbitration agreements, the
agreements have to be drawn fairly
and adequately to provide some
measure of fairness and protection
for workers," said Mr. Maatman.

Clifford M. Sloan, a partner in the
Washington law firm Wiley, Rein &
Fielding, said, "The biggest signifi-
cance is that in the collective bar-
gaining agreement context, it makes
clear that if an arbitration provision
applying to statutory claims is going
to be given effect, it must be espe-
cially clear in the collective bargain-
ing agreement that that's the intent.”

"The court doesn't resolve the
question whether it will be enforce-
able in a collectively bargained
agreement even if there is such clar-
ity, but it makes absolutely clear
that 'unmistakable' clarity is a
threshold requirement,” Mr. Sloan
said.

The case began when Mr. Wright,
a longshoreman since 1970, was in-
jured on the job in February 1992
while working for Stevens Shipping
& Terminal Co. in Charleston, S.C.
He sought compensation for perma-
nent disability under the federal
Longshore and Harbor Workers
Compensation Act and ultimately
received $250,000 as well as legal
fees and Social Security benefits.

Mr. Wright was a member of Lo-
cal 1422 of the International Long-
shoreman's Assn., AFL-CIO. The
union had a collective bargaining
agreement with the South Carolina
Stevedores Assn., which represented
several stevedore companies. The
agreement spelled out a procedure
requiring that "matters under dis-
pute" be settled through arbitration
if they could be settled through a
grievance process.

The agreement, however, con-
tained a provision saying that "no
provision or part of this Agreement
shall be violative of any Federal or
State Law." Mr. Wright also was
covered by a seniority plan that re-
quired that disputes go to arbitra-
tion rather than litigation.

In 1995, Mr. Wright went to the
union hiring hall and sought work.
He worked for four companies in
nine days, "none of which com-
plained about his performance," ac-
cording to court papers. "When,
however, the stevedoring companies
realized that Wright had previously
settled a claim for permanent dis-
ability, they informed the Union

- that they would not accept Wright

for employment, because a person
certified as permanently disabled
(which they regarded Wright to be)
is not qualified to perform longshore
work under the CBA," the court
said.

The union argued that the em-
ployers had misconstrued the labor
agreement and said that under the
ADA, Mr. Wright was entitled to re-
turn to work if he could perform his
duties.

Following his union's advice, Mr.
Wright filed a complaint with the
federal Equal Employment Oppor-
tunity Commission and the South
Carolina State Human Affairs Com-
mission, in which he alleged dis-
crimination under the ADA.

Mr. Wright's suit, which named
the South Carolina Stevedores Assn.
and six companies, was filed in the
U.S. District Court for South Caroli-
na in January 1996. The District
Court dismissed Mr. Wright's case
because he had failed to follow the
grievance procedure in the collective
bargaining agreement. The 4th U.S.
Circuit Court of Appeals upheld the
district's court's decision in July
1997.

The high court was not impressed

with the lower courts' reasoning and
in a unanimous decision written by
Justice Antonin Scalia sent the case
back to the appeals court for recon-
sideration.

"Not only is (Mr Wright's) statu-
tory claim not subject to a presump-
tion of arbitrability; we think any
CBA requirement to arbitrate it
must be particularly clear,"” wrote
Justice Scalia.

The justice noted that the high
court's 1983 decision in Metropoti-
tan Edison Co. us. NLRB held
that the justices " 'will not infer from
a general contractual provi-sion that
the parties intended to waive
a statutorily protected right un-
less the undertaking is 'explicitly
stated.' More succinctly, the waiv-
er must be clear and understand-
able. '™

"We think the same standard (is)
applicable to a union-negotiated
waiver of employees' statutory right
to a judicial forum for claims of em-

ployment discrimination,” wrote
Justice Scalia.

Employment law experts say the
decision is a relatively narrow one,
though it leaves some questions
unanswered.

"It was a temporary setback to ar-
bitration of statutory rights. It will
tend to encourage companies to
make it clear in collective bargain-
ing agreements that statutory rights
should be subject to arbitration. The
court has yet to decide officially
whether that kind of express agree-
ment will be enforced," said Quentin
Riegel, deputy general counsel for
the National Assn. of Manufacturers
in Washington.

"There are some collective bar-
gaining agreements where there is
fairly explicit language requiring ar-
bitration of statutory rights. | think
the court will take this issue again in
the near future," he said.

"The decision

court's didn’'t

change the law really because the
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court decided this case very narrow-
ly and on the facts of this particular
. .The court only ruled that
since the CBA in this case did not

case. .

contain a clear and unmistakable
waiver, Mr. Wright did not waive his
right to a judicial forum,"” said Sus-
san Mahallati Kysela, labor and
management counsel for the Nation-
al Chamber Litigation Center Inc. in
Washington.

The high court's decision left at
least one risk manager less than im-
pressed.

"l think that when an employer
bargains in good faith with a union
and the union and the employer
come to a mutual agreement inclu-
sive of the language in that contract,
it should be legal and binding. If the
courts want it differently, let them
decide what the language should
be," said Lance Ewing, director-in-
surance and loss prevention for GES

Exposition Services in Las Vegas,
Nev.

WHEN THE TOUGH GET GOING.

Looking for clear directions for your international employee benefit
plans? Swiss Life is the way to go for coordinated global programs and
real financial savings. As the world's leading international network of life
insurers, we're never far from where you need us. And every Swiss Life
Network Partner is a local leader, with the expertise, flexibility and ser-
vice capabilities to meet your most challenging insurance and benefit re-
quirements. It's a sign of the times that more and more top multinationals
follow the Swiss Life route. Call us in Zurich on +411/284 3797, or

contact your local Network Partner. It can be tough out there. But with

Swiss Life, you're never on your own.

Baker & McKenzie's Mr. Maat-
man said: "The Supreme Court sig-
nals that it would enforce a more
specific CBA arbitration clause. The
question now is whether or not a
union would ever agree to one be-
cause it would impact upon the
number and length of their process-
ing of grievances."

"The central issue that remains to
be decided is the public policy issue
as to whether or not arbitration
agreements involving unionized
workers or non-unionized workers
will be enforced with respect to em-
ployment discrimination claims, and
I view that as the next battle for the
remainder of the century and some-
thing that in which the EEOC would
take a keen interest,"” Mr. Maatman
said.

Ceasar Wright us. Universal Mar-
itime Service Corp. et at., US.
Supreme Court, No. 97-889. Decided
Nov. 16, 1998.

Head Office: Swiss Life, General Guisan-Quai 40,

8022 Zurich / Switzerland; Telephone 411/284 3797,

Telefax 41 1/284 3997. Internet www.swisslife.com;

Argentina: Royal & SunAlliance; Australia:

Hannover Life Re / Swiss Life International

Services Asia Pacific; Austria: Wiener Sddrische;

Belgium: Swiss Life; Brazil: kati Hartford;

Canada: Canada Life; Chile: Euroamdrica; China

Swiss Life Beijing & Guangzhou Rep. Offices;
Colombia: Bolivar; Czech Republic: deskd

Kooperativa; Denmark: Danica / international

Health Insurance / PFA Pension; Finland

"marinen / Pohjola Life; France: Socid[6 suisse

(Swiss Life); Germany: Schweizerische

Rentenanstalt (Swiss Life); Greece: Aspis Pronia;

Guatemala: Occidente; Hong Kong: CMG Asia

Life; Hungary: G16ria-Swiss Life; Indonesia:

Lippo Life; Ireland: Irish Life; Italy: Swiss Life;

Japan: Meiji Life / Yasuda Life, Korea: Korea Life;

Luxembourg- Swiss Life; Malaysia: Hong Leong;

Mexico: Comercial Amdrica; Netherlands:

ZwitserLeven (Swiss Life); New Zealand

Hannover Life Re, Norway: Vital; Panama:

Mundial; Philippines: First Guarantee Life;

Poland: PZU; Portugal: Impdrio; Russia:
Rosgosstrakh; Singapore: NTUC INCOME;

Slovakia: Kooperativa; South Africa: Southern

Life; Spain: Swiss Life; Switzerland: La Suisse

(non-life); Taiwan: Kuo Hua Life; Thailand:
Bangkok Life; United Kingdom: Swis# Life (UK)
plc; USA: First Allmerica / Swiss International

Services; Venezuela: Orinoco

THE RIGHT DECISION
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Global Briefs

AXA Group and Guardian
Royal Exchange P.L.C. refused
to cornment last week on a U.K.
press report that the French in-
surer was considering a bid for
London-based GRE. GRE

meanwhile has announced the
sale of its New Zealand life
unit, Guardian Assurance Ltd.,
to Royal & Sun Alliance Insur-
ance Group PLC, for £58 mil-
lion ($97.2 million). GRE said
the sale is another step in its
strategy of concentrating on
those core markets where it can
achieve critical mass and where
it sees long-term profitable
growth... .French broker Gras
Savoye S.A. has increased its
stake in Menage & Jowa, Bel-
gium's fifth-largest insurance
broker, to 100% from 40%.
| Gras Savoye said the increased
| shareholding,
, bought from Niobs S.A., will
allow Menage & Jowa to be in-
tegrated into the international

i network it shares with Willis

Corroon Group P.L.C. .. .Gun-

nar Stokholm, president and

chief executive officer of Zurich
r Denmark, has been appointed

which was

head of corporate development
1 for Zurich Financial Services.

Mr. Stokholm will assume the
position at the company's head
office in Zurich, Switzerland, in
January. He replaces Daniel
Villiger, who is leaving ZFS to
pursue other business interests.
Mr. Stokholm also will join the
executive board of ZFS. . . .The
U.K. Center for Dispute Reso-
lution has named the London &
Edinburgh Insurance Group
and mutual insurer the Solici-
tors Indemnity Fund as joint
winners of its annual award for
excellence in alternative dis-
pute resolution. The center said
the U.K. insurance industry is
one of the country's most "en-
lightened" business sectors in
terms of cost-effective dispute
resolution. . . .London-based

Zurich International (UK) Ltd.,

in association with the Confed-

eration of British Industry, has

launched a new CD-ROM risk

management tool for U.K. di-

rectors and officers. The CD-
1 ROM highlights directors and
. officers liability issues such as
corporate governance, employ-
ment practices, insolvency,
pension trustee liability, Year

*

2000, environmental issues, and
U.s. and European e
posures... .London-based Aon

1 Risk Services has acquired
British travel insurance broker
Suretravel Ltd. for an undis-
closed amount. The purchase
includes Suretravel subsidiary
International Medical Rescue,
which provides rescue and
repatriation services to U.K.
travelers.... Former Lloyd's of
London managing agency
Cuthbert Heath Underwriting
Ltd. has been banned from con-
ducting business at Lloyd's,
fined £125,000 ($208,688) and
ordered to pay costs of £90,000
($150,255). The agency, which
folded at the end of 1993, was
found guilty at a Lloyd's disci-
plinary tribunal of 12 breaches
of the Lloyd's Syndicate Ac-
counting Bylaw, relating to
failures to disclose information
in syndicate 404's annual ac-
counts for 1987 to 1990 and de-
stroying certain accounting

records.
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Policy covers intangibles

By EDWIN UNSWORTH

LONDON-A U.K. insurer has
come up with a new product to
help risk managers deal with
what is proving to be one of their
major concerns: protecting intel-
lectual property rights.

Lloyd's of London managing
agent R. J. Kiln & Co. Ltd., part of
Kiln P.L.C., has worked with ac-
countants Ernst & Young and

London law firm Hammond Sud-
dards to find suitable methods of
assessing the value of intellectual
property. The companies have de-
vised what they claim is the first
insurance coverage based on an
accurate assessment of the cost to
a business of the intellectual
property that is impaired or de-
valued.

Known as "Kiln 4Thought,” the

policy covers patents, trademarks
and copyrights; topography rights
on the design of semi-conductor
chip layouts and patterns and

a client's needs and priced ac-
cording to the exposures Kiln be-

lieves the client faces. Ernst &

Young and Hammond Suddards

The new product is a response to growing
concern among risk managers about the
threat of lost or impaired intellectual

property rights for their companies.

rights in protected databases; reg-
ulatory approvals and authoriza-
tions; and trade secrets and know-
how.

Robert Chase, underwriter for
Kiln Business Continuity, said
each policy will be tailored to suit

U. K. museum

suffers art loss

Two sketches discovered missing

By MATTHEW
MacDERMOTT

LONDON-The spate of art
losses in Europe this year has
spread to the United Kingdom
with the disappearance of two oil
sketches worth a total of £800,000
($1.3 million).

The two oil sketches by British
artist John Constable-"Dedham

Lock and Mills,” c. 1810-1815,
and "Sketch for VValley Farm," c.
1835-were reported missing this
month by staff from London's
Victoria & Albert Museum.

The sketches, both 8 inches by 6
inches, were being stored in the
V&A's prints, drawings and
paintings storeroom in South
Kensington in London. The store-
room is not open to the public,
with only V&A staff and accredit-
ed visitors such as researchers al-

lowed access.

James Emson, managing direc-
tor of the London-based Art Loss
Register, said the sketches were
"almost certainly stolen." Police
investigations are continuing.

Mr. Emson said it would be dif-
ficult to sell the sketches in the
United Kingdom, where they are
very well known. However, they
could be sold in Europe. he said.

The U.K. government self-in-
sures the V&A's art collection,
which totals more than 4 million
paintings, sculptures, carvings
and other objects. The collection
does not have an estimated total
value.

Mr. Emson said U.K. museums
have a very good loss record in
comparison with European muse-
ums.

He said there have been only
three major art loss incidents, in-
cluding the loss of the Constable

See Sketches on next page

Kidnap, cred it risks
require managing

Failure can be costly, broker says

By KATE TILLEY

MANILA, Philippines-With
corporate kidnappings on the rise
in the Philippines, Nick Robson
had a timely message for risk
managers: Buy kidnap and ran-
som policies for key executives.

Mr. Robson, regional manager-
credit and political risks for Jar-
dine Lloyd Thompson Insurance
Brokers Pte. Ltd. in Singapore,
said there have been 83 kidnap-
pings in the Philippines this year,
and the country now has the
fourth-highest number of kidnap-
pings for any country.

He spoke on the opening day of
the Federation of Asia Pacific &
African Risk Management Organ-
isations' second biennial confer-
ence. That day, a hotel owner in
Zamboanga City, Philippines, was
killed, three days after he had
been kidnapped.

Mr. Robson said another recent

Kidnapping occurred in an inner-
city area of Manila and, when the
family of the victim was unable to
raise the required 50 million pesos
($1.2 million) ransom, the victim
was shot and his body dumped
outside the family-owned textile
factory.

Mr. Robson said K&R is just one
risk against which corporations
can insure. Credit risk is another,
though capacity for Asian corpo-
rations is drying up because of an
increase in claims due to the
Asian economic crisis.

He told the conference that
managing credit risk involves get-
ting as much information as pos-
sible on companies to which cred-
it is extended. Information that
ishould be sought includes the
company's track record with cred-
itors, the structure of the contract
and the payment terms.

He advised risk managers to

See K&R on nert page

will analyze prospective clients to
identify their key intellectual
property. The limit of coverage
would be £25 million ($41.9 mil-
lion) per loss, covering a specific
product or range of products de-
pending on the number intellectu-

al property elements that support
them.

While 4Thought is targeted ini-
tially at small to medium-sized
companies, which Kiln says it be-
lieves to be most vulnerable to in-
tellectual property right infringe-
ments, Mr. Chase said Kiln also
expects demand from large com-
panies to insure the intellectual
property supporting individual
divisions or subsidiaries.

The new insurance product is
being issued in response to grow-
ing concern among risk managers
about the threat of lost or im-
paired intellectual property rights
for their companies.

David Gamble, executive direc-
tor of the Assn. of Insurance &
Risk Managers, said of 4Thought
in a quote AIRMIC provided: "We

See Kiln on next page

REUTERS PHOTOS

Insured losses from a fire and oil spill off the coast of Germany
are not expected to exceed 3.4 million deutsche marks ($2 mil-
lion), said a spokesman for the ship's owner, Bogazzi Servici

Navali SRI of Viareggio, Italy. The timber cargo ship "Pallas" lost

50 tons of oil and caught fire after grounding late last month.

An integrated

approach to risk
sensible: Broker

By SARAH GODDARD

ROME-Why should finan-
cial, strategic and operational
risks be managed separately?

Perhaps they shouldn't, sug-
gested a consultant who spoke

at last month's 28th Interna-
tional Insurance & Risk Man-
agement Conference, organized
by Management Centre Europe,

All three types of risk have
the same consequences, so an
integrated risk management ap-
proach makes sense, according

to Ken Hall, managing director
of the global risk management
consulting division of J&H
Marsh & MelLennan Ltd. in
London.

Many different people within
a company deal with risk, but
rarely is there a common, com-
prehensive and consistent treat-
ment of risk across the compa-
ny, he said.

"An integrated risk manage-
ment strategy must start from
the top and be derived from the
company's own objectives," he
added.

Ultimately, such a strategy
will lead to enhanced share-
holder value. "Implementing a
whole process is a huge effort,
but you can start to see bene-
fits," he said.

Mr. Hall said the art of busi-
ness is "to capture the profit
portion of risk while managing
and minimizing the undesir-
able." A company's financial
performance is built around
creating value and maximizing

See Integrate on next page
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their chief concern for their com-

Kiln

Continued from previous page

Sketches

significance of intellectual prop- Contmued from previous page

pany

Kiln, in a statement, said the collections
are very pleased to see the insur- erty rights in business today also sketches, from U K museums in everything regularly,"” he said
ance market taking note of risk can be seen in the dramatic shift the past 10 years
managers' concerns and reacting that has been taking place over
in a positive manner to help re- the last 20 years from a produc- profile European art thefts from
solve them We've not seen the de- tion-based economy, founded on museums in Paris, Rome, and

This compares with three high-

With a collection of 4

Curity problems faced by muse- for museums to use effectively
ums and galleries with such large both human and technological se-

curity arrangements for their

"It is quite impossible to check works of art

The V&A recently suggested the
possibility of replacing weekend
security guard patrols of its store-
rooms with more advanced elec-

tronic monitors and alarms How-

tails of this project, but it does physical assets and labor, to a one Nice, France, this year alone (BI, million items, it is quite ever a V&A spokesman said no

look promising, and we welcome that is knowledge-based Whereas Sept 28)
innovative thinking of this kind in 1975, more than half the value
of all the Fortune 500 companies database of stolen artworks everything regularly,’
A survey of risk managers and was attributable to tangible as- backed by Aon Corp and several says James Emson.

suppliers of insurance conducted sets, by 1995 this had dropped to fine arts undervmters and auction
by AIRMIC earlier this year found near 25%, the statement said houses The register recovered £12
that, of a list of 10 risks provided, Mr Chase said Kiln has been million ($20 1 million) worth of
50% of those questioned put rep- working for some time with its art in 1997

utation and intellectual property business partners to address the

impossible to check

The ALR is an international

from the insurance sector

The Constable sketches were

as their No 1 risk concern, intellectual property issue He ance of the two Constable sketch- lection by V&A staff in August

decision has yet been made

Mr Emson said that wherever
humans are responsible for secu-
rity, there is the possibility of er-
ror and lapses, especially if there

are "rotten apples” within the
staff

However, he said human intu-

Mr Emson said the disappear- last recorded as present in the col- ition can often pick up potential

problems faster and more effec-

against 45% who put Year 2000 said not only is intellectual prop- es from the V&A highlights the se- Mr Emson said it IS important tively than electronic systems EIll

implications as their main con- erty now recognized by the finan-
cern Breaking down the survey cial world as the malor revenue-
responses, 42% of risk managers generating asset of many compa-
put reputation and intellectual nies, but it will appear on more I nteg rate
property as their No 1 risk con- company balance sheets as new

cern, while 68% ofinsurance and accounting standards come into Contmued from previous page
risk service suppliers said it was use 1 shareholder return

holders, who include investors and

mine how to allocate capital effi- ance products, capital market
ciently, but they also must com- mechanisms such as hedging, or
municate their strategies to stake- other alternative risk financing

"There is a variance coming

employees "Companies are quite about because of the convergence

But "companies tend to center a long way off achieving this,"” between the finance and insurance

around growth and profit with said Mr Hall
your own bank or a customer's little attempt to measure risk,” he

K&R

Continued from premouspage

moves debts from the balance erty risks, companies fall to mea- mapping, and quantitatively,

sheet sure risk management perfor- through various analyses For ex-
Captives and alternative risk mance ample, the tools used to assess

up when payments are not received transfer options have "great appli- The key to an integrated risk company's investment risk can be

by the due date "We spend a lot of cation"” for credit and political management framework is risk applied to all nsks of an organiza-

time marketing the business but risks, he noted With "no defined identification, or setting a com- tion, he said

less time collecting the income If parameters,”

keep accurate records and follow

markets, mirroring what compa-

Risks can be measured qualita- nies are doing in their holistic ap-
bank, IS a good option, as it re- said Even with traditional prop- tively, through risk ranking and proach to risk," said Mr Hall

At the same time, certain types

of businesses such as oil compa-
a mes and the banking industry are
beginning,to integrate the concept
of a chief risk officer This, essen-

tially, is the future role of the risk

alternative risk mon approach to risk Everyone, To make the notion of risk manager, who in addition to im-

we don't collect the income, the transfer methods can insure risks from top management on down, meaningful to the entire organiza- plementing risk transfer plans wiill

marketing is wasted," he said

"no other markets willl take " Cred- must accept the approach, he said tion, risk managers need to be responsible for delivering the

In addition, companies should It and political risks are "very Methods of risk identification "translate risk into the language board's risk objective, creating a
not allow relationships to influence volatile,”" and ART methods Include workshops, checklists and of the company, such as earnings comprehensive risk management

decisions in matters of credit smooth nsks over time questionnaires, the involvement of per share," he said
Bad debt reserves are not tax ef- risk assessment specialists and
your worst debtor, you must really fective and don't "look good" on benchmarking

know them, not lust as a friend," he balance sheets, he said In cumpa-

cautioned

"Your favorite customer is often

system, evaluating the overall risk

Once the risks have been identi- profile and recommending appro-
fied and measured, the next stage priate action ,
The next stage involves risk is to implement risk management
nies with low profit margins, the measurement-comparing the solutions, which may include ture, the skill sets needed are very

But, "if this is to become the fu-

Organizations with good credit impact of a bad debt can be bigger risks with corporate objectives transferring the risks This can be different from the skill sets of to-
risk management can go into new than the face value of the loss itself, Companies not only must deter- done through conventional insur- day's risk manager," he said lll

markets and new countnes with Mr Robson said

confidence The FAPARMO conference was

Transfernng credit risk,through held at Manila's Peninsula Hotg€ =
insurance or letters of credit from Oct 14-16

Planning assures U. K. utility

it won't get hung up on Y2K

By SARAH GODDARD

ROME-As the clock ticks over
from Dec 31, 1999, to Jan 1,
2000, some risk managers may

find they have a substantially re-
duced role in the next millennium

TIGand J L

The Millennium Bug could

mean the downfall of some orga-

nizations, and Y2K continuity is a

major project within British

Telecommunications PLC, the

PEST CONTROL INSURANCE United Kingdom's largest
telecommunications group

Speaking at Management Cen- private lines, call volumes rise

the Internet to watch the millen-
NniumMm dawn over the Pacific
Ocean BT "needs to plan for the
technology which will exist at
year-end 1999," she pointed out

It also needs to plan for what
Ms Hayes described as "dysfunc-
tional behavior," such as people
withdrawing large amounts of 4
cash from ATM machines, which r
could place a strain on telecom-'
munications systems "We need to
manage and understand where it's

there is a dip in fault reports from going to happen," she said

BT will have a small dry run

tre Europe's 29th International substantially after midnight, in- next year in the shape of a total’
Insurance & Risk Management cluding a peak in emergency ser- eclipse of the sun, which will be
Conference held in Rome last vice calls At the same time, bad visible from southwest England
month, Siobhan Hayes, senior weather can increase the number Hundreds of thousands of visitors
manager of the BT millennium of problems in placing or receiv- are expected to flood the area,
proiect group, said BT has about ing calls causmg similar crowd control and
650 applications, more than 1,000 Things may be different at the mobile communications problems |
network components, about 400 end of next year Call volumes expected for the millennium Al-,
small systems and 100,000 PCs could be increased by the huge though BT has never had a com-
The total amount spent to ad- celebrations being planned to her- plete network outage, it does have
dress Y2K problems is expected to ald the year 2000 Some business- a recovery plan in place
reach about £300 million ($502 7 es will be open, meaning that
million) failed circuits will be noticed im- mented Ms Hayes, and there is an 1
At the same time, the organiza- mediately "interdependency matrix" among
tion is in an increasing number of People are going to be very lit- the U K utilities, she explained j
Joint ventures around the world, tery," remarked Ms Hayes The For example, if a power station
which prompts the question of scale of complex computer system loses telephone communications 1
due diligence with the loint ven- upgrades means there IS a higher to the police, it must be shut |
ture partners, she said risk of failure, said Ms Hayes, down Thus the utilities need to
Y2K compliance is a major con- and companies may not be able to understand each others' plans for
cern for BT, which relies on com- cope with moving from electronic Y2K continuity, understanding
puters to run its telephone service billing to a manual system, should their positions within the national i
As the largest telecommunica- that be needed infrastructure and identifying the
tions supplier in the United King- In addition, the use of technolo- likely scenarios
dom, BT traditionally is very busy gy is changing, such as the in- "We are expecting the utilities
over the new year period, ex- creased use of mobile phones and to be up and running over the mil-
plained Ms Hayes Although day- the Internet For example, many lennium," she said
time calls typically are low and people are expected to log onto

Whtle everyone else in Pest Control Insurance plays
the switching game, TIG Insurance and Wilson &
Schmidt remain stable together. Established in 1966,
Wilson & Schmidt has successfully written this
business for over twenty years In addltion to giving
you the best coverage for your clients, they back it

up with the best service in the busmess. Whether it's No utility is an island, com-
underwriting, policy issuance/service or paying claims,
it's all done by Wilson & Schnudt Call Richard Sweat
at (800) 879-5700 and start doing business widi the

people who really know pest control insurance.

INSURANCE.

Wilon $&1&l1

See Y2K on next page



By SARAH GODDARD

ROME-Increased business op-
portunities offered by electronic
commerce also means increased
risks, though many of those risks
can be dealt with easily.

Although there is uncertainty
surrounding the risks of electron-
ic commerce on the World Wide
Web, these exposures can be man-
aged, "and the more significant
risk is the commercial downside
of being left behind in the race,"
said Nick Lockett, counsel with
Sidley & Austin in London, who
spoke at the 28th International
Insurance & Risk Management
Conference organized by Manage-
ment Centre Europe, held last
month in Rome.

Analysts estimate that more
than $4 billion of sales will take
place using electronic commerce
systems on the Internet by 2005.

On the plus side for companies,
electronic commerce offers orga-
nizations opportunities to spread
into new markets and new juris-
dictions, and may help them
nudge into areas that traditional-
ly have been dominated by larger
market players with a broader
physical presence, Mr. Lockett
said.

But on the downside, he added,
electronic commerce increases the

risk of fraud.

Most people's greatest concern
about buying products and ser-
vices through the World Wide
Web is security. A chief worry is
that personal information, such as
credit card numbers, could be
snatched during the transaction.

"There is no evidence of inter-
ception of credit cards,” Mr.
Lockett stated categorically. It is
far too complicated to trap all the
different pieces of information
that are channeled in different di-
rections when a credit card num-
ber is sent over the Internet, he
said.

However, there is a risk of "ma-
licious price adjustment,” both on
an organization's Web site and in
its computer databases. For ex-
ample, hackers could access a site
and change information on it, or
access the organization's systems
and alter information held in its

databases.
1 ' Mr. Lockett said Web sites also
-are vulnerable to what he de-
scribed as "defamatory alter-
ations"-changes to Web site in-
formation designed to damage the
organization. These alterations
can happen if electronic security
barriers protecting the site from
unwanted intruders have not been
set up properly.
In the past, the threat from such
intrusions came from hackers,
generally people under the age of

Y2K

Continued from previous page

From the buyer's point of view,
nobody knows the current market
position over Y2K, said Glenn EI-
lis, manager of risk financing and
broking at BT.

"There have been a lot of incon-
sistencies so far from the insur-
ance market,"” Mr. Ellis pointed
out.

In addition, the coverages are
expensive, costing about 10% of
the insured value, he pointed out.
Policy wordings are a key area of
concern, according to Mr. Ellis.
Buyers have found policy wording

, suggesting limited exclusions, he
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Web commerce brings risks, rewards

LL

20, trying to find holes in the se-
curity of an organization's com-
puter, rather than aiming to dam-
age the organization. Now the sit-
uation is changing, said Mr. Lock-

who have access to its systerns.
There is a big potential problem
looming in this area, he warned.
"Nobody is checking the cre-
dentials of the people dealing
with (European Economic and
Monetary Union) and Y2K," he
said. The newest currency on the
block, the Euro, is being launched
at the beginning of next year as
part of EMU, and is requiring an
enormous amount of computer re-
programming throughout Europe.
"A lot of banks and insurers are
grabbing anybody who can handle
a Y2K rewrite," said Mr. Lockett.
Some of those programmers,
though, may be putting in some
kind of electronic key unknown to

'Nobody is checking the credentials of the
people dealing with (European Economic and
Monetary Union) and Y2K,' says Nick Lockett,
counsel with Sidley & Austin in London.

ett, and organized crime elements
are beginning to get involved in
computer fraud.

Additionally, competitors may
not only be able to change infor-
mation on the Web site, but also
gain access to an organization's
database, changing or copying in-
formation, he warned.

Passwords for computer sys-
tems are a key source of vulnera-
bility. Employees may not keep
them secure or fail to change,the
basic passwords supplied with the
progranns.

One of the most popular pass-
words among computer users is
"password," Mr. Lockett pointed
out. By obtaining users' pass-
words, competitors can easily get
deep into companies' systems and
databases.

But the greatest threat comes
from within an organization.
About 60% of electronic com-
merce fraud is internal, perpetrat-
ed by someone within the organi-
zation, according to Mr. Lockett.
Businesses must be aware of who
holds the master passwords to
their systems, and be confident'
about their credentials, he said.

Encryption-encoding certain
data-also can prove problematic,
he said. For example, disgruntled
employees may encrypt data with-
out anybody else in the organiza-
tion knowing what the "data

key," or decryption code, is. And.

data keys can simply be lost or
forgotten, said Mr. Lockett.

Many risks can be minimized if
an organization is comfortable
with the integrity of the people

said, and it is a "complete mine-
field for interpretation.”

At the same time, the availabili-
ty of markets is decreasing all the
time, and Mr. Ellis questioned
what will happen after the begin-
ning of next year.

Buyers could cancel and replace
their programs, though as a strat-
egy this is not easy, he said. Alter-
natively, they could ensure early
notifications on claims-made
wordings. "l understand that this
is a practice that has become quite
common in North America," said
Mr. Ellis.

Finally, multiyear programs
may cover Y2K exposures, but
currently, "how they shape up is
not sure," he said. Eli

anyone else, to allow them access
to the system in the future, he
warned.

Fortunately, there are solutions
at hand for many of these risks.

On the technical side, Web sites
can be checked against recent
stored versions to see whether
they have been tampered with.
And access by electronic signa-
tures can be checked and autho-
rized by third-party specialists, he
said.

As far as security is concerned,
Mr. Lockett suggested random
checks and audit logs for unusual
activity from system users. Staff
should be trained about the risk of
unauthorized access or activity
and what they should look for,
particularly areas such as "excep-
tion monitoring," recognizing if a
user is doing something different.

Probably the most recent devel-
opment in identifying employees
who are abusing systems is profil-
ing. Employing methods similar to
those used by the Federal Bureau
of Investigation, analysts can look
at a pattern of activity and from
that draw up a profile of the indi-
vidual. For example, by scrutiniz-
ing alterations made to programs,
analysts may be able to identify

where the perpetrator learned the
programming language, narrow-
ing the field of suspicion dramati-
cally.

Also in development at the mo-
ment are second alert passwords.
If an employee-or an individual
at an automatic teller machine,
for example-is being threatened,
they can enter an alert password
that appears to give access to the
system. In reality, though, after
such an alert the user is routed to
a limited area to prevent large
amounts of funds being with-
drawn or broader access to a sys-
tem. At the same time, an alert is
sent to a security center.

"Dead" data also poses a risk in
information technology and elec-
tronic commerce, whether from
disks, old tapes that have been
thrown out, or secondhand hard-
ware. "A lot of companies sell old
machines to staff," said Mr. Lock-
ett. "Unformatting (those ma-
chines) shows past information.”
These recycled systems can con-
tain data that would be useful in
the hands of a competitor.

E-mails are another source of
risk to organizations, leading to
problems of defamation, cyber ha-
rassment, imputed liability to the
employer, and inadyertent con-
tracts, said Mr. Lockett.

These e-mail risks can be han-
dled by implementing both inter-
nal and external e-mail policies,
he said, as well as gaining permis-
sion from the staff to monitor
their activity. "There are privacy
rights in certain countries, even
when using business systems," he
explained.

Information technology is now
critical to businesses, said Mr.
Lockett. As a result, organizations
should have a disaster plan for
protecting electronic information
and intellectual property, he ad-
vised. But he warned that some-
times even that is not enough.
When the IRA Bishopsgate bomb
devastated a large part of Lon-
don's financial district, "two or
three" organizations had both
their offices and data backup fa-
cilities within the blast area, said
Mr. Lockett. In addition, he said,
a recent analysis suggested that
35% of London businesses that
have a backup facility would lose
both that and their offices if the
Thames Barrier failed to stop the
river from flooding. 1ai

MCE conference
draws more than 100

ROME-More than 100 people
attended the 28th International

Insurance & Risk Management
Conference in Rome.

Based around the theme "Risk
Management in the Year 2000
and Beyond," the conference at-
tracted delegates to the Rome
Cavalieri Hilton, who managed
to get to the venue despite a two-
day taxi strike across Rome.

Attendees representing Bel-
gium, Croatia, Denmark, Fin-
land, France, Germany, Italy, Ire-
land, Netherlands, Portugal,
Sweden, Switzerland and the
United Kingdom were joined by
speakers from across Europe and
from the United States for the
two-day conference held Oct. 29-
30. A number also attended one
of two pre-conference workshops
the day before the main confer-

ence started.

Although several regular MCE
conference-goers chose to pass on
this year's meeting, at least one
organization decided to use the
conference as a team-building
exercise.

Members of the risk manage-
ment department at Royal & Sun
Alliance Insurance Group P.L.C.
were unanimous in their enthusi-
asm for the double use of this
conference, often acknowledged
as one of the best in Europe.

Management Centre Europe is
considering the future of its in-
ternational insurance and risk
management conference and is
undecided whether it will be held
next year. For more information,
contact MCE's Customer Ser-
vices Department at 32-2-543-

2100.
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Covemge includes:

» Worldwide Coverage

 Mental/Nervous
Care
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Continued from page 2

company out of business" if it doesn't
have insurance, Mr. Mercer said dur-
ing a session at the 1998 Professional
Liability Underwriting Society Inter-
national Conference, held Nov. 11-13
in Palm Springs, Calif.

Indeed, since the 1983 Tylenol
scare, numerous other incidents of
product contamination have made
headlines:

= lce cream contaminated with
methyl alcohol was recalled in the
United Kingdom in 1997.

= Mustard found to be laced with
cyanide was recalled in Germany in
1997.

» Last year, 25 million pounds of
ground beef were recalled in the Unit-
ed States because of the E. coli bacte-
ria.

* 19 elderly people died in Scotland
in 1996 after eating E. coli-contarni-
nated meat from a local butcher who
had previously won awards for excel-
lence.

"All but oneof the listed incidents
were insured, and that company went
out of business,”" Mr. Mercer said
without identifying the company.

Product contamination coverage is
a special form of first-party business
interruption and extra-expense cov-
erage that pays to protect the policy-
holder's brand name, reputation, lost
revenues and even to help rebuild
market share. The coverage does not
pay any third-party liability or prod-
uct liability claims.

The covered perils are defined as:

« Malicious product tampering, or
"any actual or threatened, intention-
al, malicious and illegal alteration or
contamination of the insured's prod-
ucts so as to render such products un-
fit or dangerous for the use intended
by the insured or create such an im-
pression with the public.”

« Accidental product contamina-
tion, or "any accidental or uninten-
tional contamination, impairment or
mislabeling, etc."

The basic policy form pays for re-
call expenses; loss of gross profits, in-
cluding payroll, debt service, rental
space for recalled products and net
profit; rehabilitation expenses to re-
store the products or re-establish the
reputation of the business or product

line; as well as crisis response and
consulting fees and expenses, accord-
ing to Mr. Mercer.

Limits from $250,000 to $250 mil-
lion are available with deductibles or
self-insured retentions ranging from
$10,000 to $25 million.

The policy provides first-dollar cov-
erage of crisis response fees and ex-
penses because "good, prompt han-
dling is vitally important to business-
es and insurers alike,"” Mr. Mercer ex-
plained.

Coverage periods are usually for
one year, but coverage for up to 36
months is available, he said.

Annual premiums currently range
from $2,500 to $1 million, depending
on the policyholder's financials and
profile, product range, limits, de-
ductible and coverage period.

But even though coverage is plenti-
ful, companies still need to exercise
good risk management in the event of
a product contamination, according
to panel moderator Albert M. Van
Wagenen, senior vp of Professional
Indemnity Agency Inc. of New York
in Pleasantville.

"If not handled property, these mci-
dents can have major repercussions,"
agreed Sean M. MeWeeney, president
of Corporate Risk International in
Fairfax, Va., a worldwide security cri-
sis response and crisis management
consulting firm.

"All consumer product companies
have to develop a workable crisis
management plan” that includes the
"policies and procedures that must be
followed when actual tampering oc-
curs," he said. "The company should
move immediately to protect the pub-
lic from harm.”

Although actual tampering is rare,
fake tampering is a more common
threat and almost always is accompa-
nied by an ectortion demand, said Mr.
MeWeeney, a former Federal Bureau
of Investigation agent. Motives for
fake tampering often include insur-
ance fraud or a lawsuit.

For example, the so-called "victim"
adds something to a product and al-
legedly suffers ill effects, then sues the
manufacturer, Mr. MeWeeney ex-
plained.

The crisis management team re-
sponding to suspected incidents of
product contamination should in-
clude the chief executive officer or the

chief operating officer, the chief ti-

nancial officer, in-house legal counsel,
a securities specialist, the risk manag-
er, a quality assurance expert, a com-
munications specialist and the human
resources manager.

"HR is important because, statisti-
cally, the chief suspect in most cases
will be a disgruntled current or for-
mer employee,"” Mr. MeWeeney ex-
plained.

Other"ad hoc" members of the cri-
sis management team should include
individuals expert in certain areas,
such as laboratory or disease special-
ists, psychologists, and voice and
handwriting experts.

"The crisis management team also
has to be proactive," Mr. MeWeeney
added. "Everyone is a good crisis
manager after an event occurs. The
trick is to prepare for a crisis ahead of
time."”

For example, Mr. MeWeeney sug-
gested companies periodically con-
duet vulnerability studies of their
products.

"When a product tampering inci-
dent occurs, the crisis management
team has to immediately verify and
assess the threat,” he said. "After a
risk analysis is completed, they then
must decide whom to notify in law en-
forcement, if appropriate.”

For example, if a death occurs, the
FBI should be contacted. FBI agents
will contact the 16cal police, if neces-
saa he said.

In addition, the company should
notify the Food and Drug Adminis-
tration, the Centers for Disease Con-
trol & Prevention and state health au-
thorities.

The crisis management team also
should consider public relations needs
and the possibility of conducting a re-
call, he said.

In the meantime, the crime scene
must be preserved untillaw enforce-
ment officers arrive, stressed Mr.
MeWeeney.

"Immediately initiate a damage-
control assessment. Determine where
other similar products have been
shipped by lot number, date of ship-
ment, whatever. Follow the'chain of
Custody, " he said.

"The decisions made in the first 24
hours are critical and can make or
break the handling of the incident.”

While most product tampering
threats turn out to be false, they must
be taken seriously,the said.

Stock brokers E&O growing

Some insurers fear coverage will spur suits

By JOANNE WOJCIK

PALM SPRINGS, Calif.-Less
than one-third of the 4,000 U.S. secu-
rities brokers trading on Wall Street
today have errors and omissions lia-
bility insurance, experts say.

But the coverage is becoming in-
creasingly available as more and more
underwriters take on this high-fre-
quency, low-severity risk, they say.

Still, some underwriters fear that
once plaintiffs lawyers find out that
brokers have such coverage, the num-
ber and size of claims are likely to rise.

"If done properly, it is a line of busi-
ness that can be quite profitable. But
just like the trading floor, it is not for
the faint of heart," said Dennis Kelly,
an attorney with Zelle & Larson
L.L.P. in San Francisco. Hemoderat-
ed a panel discussion at the 1998 Pro-
fessional Liability Underwriting So-
ciety International Conference, held
Nov. 11-13 in Palm Springs, Calif.

"Many of the plaintiffs bar are not
aware of securities broker E&O, and
the National Assn. of Securities Deal-
ers does not require brokers to turn
over insurance information. But as
more cases go to court, they'll find out
there's insurance," Mr. Kelly predicts.

The typical securities broker E&O
policy has limits of $1 million per

claim and $3 million aggregate, but as
broker-dealers grow, they
are seeking larg-

+ 1 aquregate

nsWtutions group

of Jersey City,
N.J.-based Ameri-

can International

Specialty Lines Insur-

ance Co., a surplus lines

unit of American International Group
Inc.

For example, a securities broker
with 500 representatives would have
relatively little coverage under a poli-
cy offering $3 million in limits. "So
we're getting requests for $1 million
per claim, $25 million aggregate," he
said.

Fortunately, most claims against
securities brokers are submitted to ar-
bitration by the NASD, which acts as
the regulator of the National Assn. of
Securities Dealers Automated Quota-
tions, or NASDAQ. As a result, few
claims ever make it into the tort sys-
tem, where damage awards and liti-
gation costs are higher, according to
Mr. Kelly.

"This makes it easier to under-

writer he said.

The activity most likely to trigger
claims is a practice called "selling
away," in which a broker's represen-

C

tative makes trades on his or her own»

without involving the broker-dealer
entity, Mr. lannotti explained.

"When the security broker-dealer
policies came out in the late'7Os and
early '80s, the named insured in most
cases simply said 'registered represen-
tatives' of 'blank’' broker-dealer. So
the broker-dealer itself wasn't a
named insured," he ncounted.

"But we got more and more selling
away cases, and then when the limit- 1
ed partnership market went bust in
the late '80s, claims for failing to su-
pervise" started to escalate, he re-
called.

Indeed, Luigi Spadafora, a partner
in the New York-based law firm
Winget & Spadafora, said he is de-
lending a case involving selling away.

"The broker didn't know the rep
was selling a particular product, but
because he used the broker's fax ma-
chine, it looks like (the broker) sane-
tioned the sale," he said.

In the past, underwriters were pri-
marily concerned with the extent and
quality of sales mvolving investments
in limited partnerships, Mr. Kelly ex-
plained.

Mr. lannotti agreed, pointing out
that 90% of losses in the 1980s and
early'90s stemmed from limited part-
nership claims. ial
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Securities brokers remain a volatile E&O risk

By JOANNE WOJCIK Liability Underwnting Society In- Spadafora, a partner in the law "There's been a growth in online derwriters, before binding cover-
ternational Conference in Palm firm of Winget & Spadafora in broker-dealers," he said "In re- age, still are likely to ask secunties
PALM SPRINGS, Calif -Pro- Springs, Calif "But the market is New York "Customers are alleg- sponse, there's also been growth in brokers what they used to sell and
fessional liability underwriters are stable now " ing brokers large, established broker-dealers what their client' mix is, said Den-
becoming more cautious about in- Still, "this is a very volatile were negli- setting up online access ms Kelly, an attorney with Zelle &
s - iy " o I, gent in rec- As a result, today "a lot of peo- Larson LLP in San Francisco
@Temmgsfer)sgcurltles dea|%né1pmdf(g€é§rbad éfnd a |0t Of ommending ple feel they can make their own For example, if 90% of a bro-
errors and omissions liability cov- dealers were selling it, you'll get a the wrong_stock picks withogt a broker's ad- ker's commissions are generated
erage have begun to stabilize after lot of claims at once types of vice What does this mean to the by the sale of mutual funds, and
a brief period of competition last Fortunately, the recent stock —Te e stocks to E&O underwriter?" Mr Spadafo- the rest from the sale of stock on
year, said John lannotti, assistant market fluctuation hasn't trig- them," he ra asked "You've"got a host of the" New York Stock Exchange,
vp of the financial institutions gered that many claims, he said said ) new exposures that will come to "we would consider that a plain-
group of American International "If the whole market goes bad, He said he light vanilla I"ISk," Mr lannotti said
Specialty Lines Insurance Co in you're not going to see claims But also is seeing Furthermore, "a lot of broker- However, "then you have to look
Jersey City, N J if the whole market goes up, and an increase in dealers are doing IPOs over the In- at what they used to sell " It takes
" wasn't’ sure we'd be able to one guy loses money, he's likely to claims frequency ternet," Mr lannotti said "Now perhaps at least a couple of years
continue to write the book the way sue," Mr lannotti explained related to initial pub- that's risky " ) _ torealize that a broker-dealerss
things were going," Mr lannotti Most of the claims against bro- lie offerings, and he predicts that Claims related to investments in investment was bad That's when

said, speaking during a panel dis- kers today stem from the sale of Internet trading will likely trigger limited partnerships have dropped lawsuits are filed, Mr lannotti
cussion at the 1998 Professional basic equity securities, said Luigi claims off in the past 12 months, but un- said

Signs may foreshadow workplace violence

And employers are bearing more company You as an employer types of impaired employees Dr Lipian described )
By JOANNE WOJCIK of the costs of workplace violence must expect workplace violence," * Overtly psychotic * Semeonse who is Ok but s re-
PALM SPRINGS, Calif -As as courts adopt such legal theories Mr Barber asserted Among the warning signs a new acting to the disordered behavior
courts increasingly hold employers as negligent hiring, Mr Barber The court ordered the employer vigilance, seclusiveness, excessive of someone else
responsible for workplace vio- added to pay $115,000 in punitive’ dam- rigidity, suspiciousness, secretive- These people may become short-
lence, employers can no longer af- "Judges read these headlines, lu- ages and $20,000 in compensatory ness and/or isolation tempered, mdifferent or confused,
ford to look the other wa){}when an ries do, and they're affected So damallgﬁs to the injured boy You may see, for example, new according to Dr Lipian )
employee brings his or her person- what is happening with the court This means "employers have to office door locking, new shade The best way to treat them is to
al problems into system these days? The courts are be watchdogs," Mr Barber said drawing, new self-isolating, new help them undérstand what's going
the work- starting to expand into other theo- The damages in the Livigni case sunglasses wearing, new self-de- on with their loved one orJ‘ust lend
place, ex- ries negligent hiring, for example, ensiveness, suspicious question- them an ear, he suggeste

perts say expanding liability for employers " ing," he said "The prfott;]le_m occl;l,ljrs when the
But em- He cited as an example an llli- , inci « Troubled but not psychotic source of their problems comes
ployers can nois,cas ryant,vs Lvigni Almost every incident Depression is the most likely into the workplace, such as a
n y H H H H n
brevent fark Emgm was a model stu- of workplace violence cause when people seem anxious, stalker or an abusive spouse," he
some violent dent and model employee He has broadcast red agitated, sad, confused and less said . . .
acts by being started working for a national food productive than usual, according The best internal intervention
aware of tell- chain at the age of 16 Eventually, warning flags,' says Dr. to Dr Lipian _ _ thatan employer can use in any of
tale behavioral he worked his way up to regional Mark S. Lipian "Clinical depression can mani- these situations is to refer the em-
changes, a psy- manager Part of his responsibili- : P : fest itself in many, many ways ployee to the employee assistance
chiatrist says ties as regional manager were to drinking, drug use, anxiety, agita- program, Dr Lipian advised

"Violence in the check the store after hours During tion, poor hygiene, deterioration in "Depressed people will be very
workplace is in epidemic propor- one of these late-night checks, he were less than those typically physical health, new loss of confi- grateful that anyone noticed and
tions now Every time you open a saw a goung boy urmating outside awarded in cases where employers dence or new dependency, or new will IikeIK readily accept treat-
newspaper, you see a headline and and he yelled at him He then are found liable for an employee’'s indifference by someone who was ment," Dr Lipian said "Paranoid
the headline is very frequently chased the boy to a nearby car, violent acts, he said formerly very'careful, or poor con- people may accept it if they are ap-
about violence," said James S reaching mside to extract him " "What's a typical award? I've centration, focus or memory," he proached dellucately "
Barber, an attorney at Clausen But instead of pulling out the seen as much as $900,000 for one said However, pers_ona"ty disorder-
Miler in Chicago boy he caught urinating, Mr Livi- punch by a supervisor with no ma- For example, a woman who affected people will rarely accept
_Pointing to a newspaper head- %ni pulled out the boy's 3-year-old lor inluries The average lury used to wear makeup is no longer helﬁ "

line annour]cm%"B die in N C brother, dislocating his shoulder award where there's a homicide in wearing any or the guy who wore For those who refuse EAP refer-
plant shooting, fired employee is and causing other inluries," Mr the workplace is $2 2 million," he Armani’is coming in with old suits ral, Dr Liplan suggests seeking a
a

charged,” Mr Barber said those Barber recounted said nd 5 O'clock shadow " *fitness for duty~evaluation by~an
who read further into the story During tnal, it was revealed that But employers can reduce their - Personality disordered °ut_T_':e f'rml |
learned "He was a dangerous "co-workers knew Mr Liwgni had exposure to workplace violence These are people who are al- is could lead to mandatory

man We knew it Totally para- been in a fight with a co-worker through early detection and early ways a pain to be around," he de- conditions for continued work," he
noid The most perfect stereotypi- seven years earlier " But "manage- intervention, according t6 Dr Scribed "They're difficult to start saidi such as enrollment in a sub-
cal loner He had a firing range in ment never knew about the inci- Mark S Lipian, professor of clim- with " ] stance abuse treatment program or
his basement Other employees dent It also came out at trial that cal and forensic psychiatry at the For example, people with Nar- medical intervention
knew this, ignored it, and it result- Mr Livigni pushed his son, caus- University of Cah?ornia at Los An- cissistic Personality Disorder nev- Such prevention tactics should
ed in the deaths of three people at ing him to fall and break his col- geles L er developed a senSe of empathy be part of an overall policy agamst
the plant " larbone Almost every incident of work- and think they deserve special violence in the workplace. Mr
An estimated 2 million workers "What did the court say? It said place violence has broadcast red treatment "If they don't get it, Barber said "It's a very simple
are physically attacked each year there is no 'fnendship privilege' warning flags months and months they get enraged," Dr Lipian ex- thinsg It's a contract that says you
in the workplace, resulting in a to- that protects a company if co- before the action occurred," he plained ) _ as'an employee have an obfigation
tal of 1 8 million lost workdays, he workers don't tell the employer said And people suffering from Anti- to report these Incidents to us
said, citing U S Justice Depart- what's going on," he said Unlike "It's all right if people notice social Personality Disorder never We're a family "
ment statistics This translates into the doctor/patient relationship, an something has gone wrong with developed a conscience As a re- Such a policy also should in-
$16 million in lost wages to vic- employee must release any infor- someone and report it People sult, they disregard the feelings clgge th tyrges of behavior that

tims, as much as $36 billion in lost mation about another employee should start feeling comfortable in and"rifghts of others ; ould be'reported Unfortunately,
revenues to business and untold that suggests this person may en- the workplace reporting classic If'you threaten them, demean "over 60% of companies in this
increased security costs and insur- gage in workplace violence "It's warning signs " the.m or criticize them, the.y may country.do not have one,"” Mr Bar-
ance expenses, he said the employees' duty to tell the Dr Lipian described four malor retaliate and they may enjoy it," ber said
P L U S f - 1999 *The risk manager cannot be an
conrerence ReS I d e n Ce To be considered for the pro- alumnus of the school
gram, risk managers must = Faculty must prepare and co-
d raws 2 1 OO atte nd ees Continued from page 2 - Be currently employed in risk ordinate the risk manager's
’ ment is practiced in different in- management and be a member or itinerary
PALM SPRINGS, Calif -A cerned with professional lia- dustries," said Angela Sabatino, deputy member of the Risk & In- - At least three presentations to
total of 2,100 insur- bility issues administrator for the foundation, surance Management Society Inc students must be scheduled
ance industry profes- Next year's confer- which provides scholarships to - Have at least 10 years' work ~ ~ Institxftions must be willing to
sionals attended the ence will be held Nov students in insurance and risk experience involve finance faculty and stu-
1998 Professional Li- 10-12 in New York management « Display good communication dents
ability Underwriting For more informa- The foundation has $20,000 to skills or classroom experience * A report of the visit must be
Society International tion, contact PLUS at commit to the Risk Manager in + Be a senior specialist at his or sent to the Foundation
Conference Nov. 11- 4248 Park Glen Road, Residence program for 1999 Each her organization and be able to For more znformation, contact
13 in Palm Springs, Minneapolis, Minn school selected receives a grant to spend two or three days on a col- Angela Sabatino at 212-286-9292,
calif 55416-4758, 800-845- cover transportation and housing lege campus ext 221 To becons:dered for the
Attendees Included 0778, fax 612-928- costs Grants average $3,500 For schools, the following crite- program, submit a resume to
insurance underwrit- 4644, or visit the or- Schools and risk managers both ria apply Spencer Educatzonat Foundatton
ers, agents, brokers, ganization's Internet must apply to be considered for *The attending risk manager Inc, Risk Manage_r:n Residence
attorneys and others con- site at www plusweb org the program The deadline for the must be visiting from outside the =~ Program, 655 Third Ave, Second

1999-2000 school year is Feb 5, institution's state Floor, New York, N Y 10017
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P a ra d e ercised a reasonable duty of care," exceeded seven stones m height and ability and training of all those who equipped with devices acceptable to
said her attorney, John Qurnlan Kelly about 40 feet in width, the report says are to handle and operate the large the Department of Transportaticn
of Kelly & Campo LLP in New And some of the giant balloons ex- parade balloons that can be used to safely deflate the

Conttnuedf,ompagel York ceeded 18,000 total cubic feet m vol- According to the report, the De- balloons

Kathleen Caronna, a Manhattan Due to the pending htigation, ume partment of Transportation has ac- The Department of Transportaticn
woman who suffered brain damage as Macy's declrned to talk about the ac- Last year's Tyrannosaurus Rex bal- cepted a new comprehensive balloon may take any action it deems neces-
a result of last year's incident, has cident, the lawsuit or any of its new loon, for example, was 85 feet long, handler trammg program adopted by sary to ensure the suitablhty along the
sued Macy's Other defendants m the loss control efforts Macy's that establishes five levels of parade route of street furniture, In-
suit include the city of New York, the In a statement, Dennison Young Jr, competence Certification at each lev- cluding lampposts and traffic signal
city's transportation and pohee de- the New York task force's co-chair, Macy's will assign el depends upon pnor experience, hghts All costs associated with the
partments and the lamppost manu- said "Macy's cooperated fully m the physical stamina testing and, in some adjustments w111 be borne by the pa-
facturer task force's effort to ensure that acci- people with hlgher cases, classroom study and participa- rade sponsor

In the negligence complamt, filed m dents like those that occurred last levels of competence tlon in balloon test fhghts The task force has recommended
May in state court, Ms Caronna seeks year are avoided and that all parade Macy's will assign people with that the arms of most lampposts along
$95 milhon m compensatory damages activities are conducted in as safe a tO eaCh large ba1100rl higher levels of competence to each the Macy's parade route be temporar-
from all the defendants and an addi- manner as possible” in the parade. large balloon in the parade Each 1ly removed for the duration of the
tional $300 milhon m punitive dam- The task force's new guidelines ad- large balloon also wlll be accompa- parade
ages from Macy's The suit alleges dress the construction and operation med by a person who wlll help man- To replace the retrring balloons In
that Macy's was aware of and re- of the large balloons, which are de- age the procession of the balloon at this year's parade, Macy's IS adding

ceived warnings on the danger of us- fined as those that contain more than and the Woody Woodpecker balloon intersections, where the effect of cross three modest-sized balloons Babe
ing large inflatable balloons, acted 1,000 cubic feet of hehum and exceed topped out at 45 feet wide and 75 feet wmds on the balloon's operation is the talking pig from the movie of the

with "heedless and reckless disregard 15 feet m height, width or length tall greatest same name, Wild Thing, a character
for the safety and well-being” of Ms Accordmg to the report, unless the As of this year, no large balloon will Among the other guldehnes issued from the popular children's book
Caronna and "consciously failed to New York City Department of Trans- be permitted m any city parade unless by the task force "Where the Wild Thmgs Are" by
exercise due care and dihgence to pre- portation agrees otherwise, all large the Department of Transportation All large balloons, unless other- Maur'lee Sendak, and Dexter, a car-
vent (her) in Jun es after discovery of balloons permitted to fly in a parade has approved its construction design wise permitted by the Department of toon character from the cable telew-
the danger " w]11 be hmited to 70 feet m height, 40 and the Intended method of operation Transportation, wlll be tethered to no sion show Dexter's Laboratory, w111

Ms Caronna's injury was "a very feet m width or 78 feet m length and handhng as being safe fewer than two support vehicles dur- float along the parade route this year
unfortunate situation that could have When inflated, the largest balloons The city's Department of Trans- ing operation All three balloons are fewer than 50
easily been avoided if Macy's had ex- used last year in the Macy's parade portation also must approve the suit- All large balloons must be feet tall Iai
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Rates: Display classified ts $180 00 per column inch, minimum Of one inch Straight classifted Closing: Published every Monday Copy must be in typewrittenform by 5 00 Tuesday, 6 days
is $16 00 per hne. mimmum of 5 lines Count 34 characters per line (include each space and preceding publishing date No verbal phone copy accepted Most major credit cards accepted
punctuation as a character) Additional $25 00 chargefor all bhnd box ads Only those responses Mail ads to, Irats Amlesht, Classified Advertising, 740 N Rush St , Chicago, IL 60611

whichfit into a business size envelope will beforwarded Responses areforwarded daily For more information call 312-649-5340, FAX 312-649-7937, or e-mail tamlesht@crain com
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MANAGEMENT OPPORTUNIT¥ FUND ADMINISTRATOR - PROPOSAL N THE HIGH COURT OF JUSTICE No 004026 of 1998 ,
DIVISION PRESIDENT mEOUESTED. (HANGERY DVISON
National Third Party Administrator is seeking a Division Gmwing Chicago based insurance Imn has The California Self Insurer's Security Fund IN TilE MAHER OF
1 President for its Benefit Services Division. ground-floor opportunily forgenemimanager 01 (SISF) isa non-profit mutual benefit corpo- 09115 INSURANCE UMED (FORMEm OWON INSURANCE (GENERW UM® mid
Successful candidate will have 10 plus years experience as a a start-up P&C agency 10+ years experience ration formed In 1984 pursuant to Labor OAON INSURANG (GENERAD PLO
- Benefit TPA Executive with a strong marketing background High 511gure salary plus substantial bonus Call ~ Code 3740 et seq SISF's primary purpose is il INIHEMANER OFRE COMPANIES Afl 1985

t that | f self i d
'gnﬂ capable of expanding the Division nationally. The position Is Davidal(312)629-6235 ormployors somtinu to receive workere'

located in New Orleans, LA area. Travel is required compensation benefits whenever employ-

NOTICE IS HEREBY GIVEN thot futther to on 0 6 doted 31 July 1998 mode m the High Couttof Justice in the above manet o
meeng 01 the Scheme (redlion Cos delned m the 5(heme of Armngement hereinoftel menhoned) was convened on 21 October

S We offer a Competitive salary performance bonus. and ers fail to meet their statutory obligation 1998 The Scheme (mditors voling m person oi by foxy al the sold meellng voted Unanimously to opprove the S(heme of
excellent benefits Including 401 (’1) plan. Mail or fax resumé tor SR. RESEARCH ANALYTICAL CONSULTANT due to bankruptcy or other financial ~ Amngement dattd 16 Augt 1998

i . At intl risk mgmt consitng co Apply default SISF seeks to contract out for On 9 Novembe, 1998*e High (outtol juscesonconed llle Scheme of kiongementos opproved by the Scheme (mditols ond the
1 Stan Sisson, Human Resources Manager, 2360 Fifth Avenue, 1 qyledge of glbl business insurance, comprehensive administrative services, Schemeof Armngementbameduly ellecte on ihot dote
Mandeville, LA 70471. (504) 624-8383, FAX (504) 624-5581. operational research & advanced stat,stics includ,ng functions such as day-to-day Re Scheme Sufmals me Alhiy james Mchhon und PhAp Wedd Welle, parmied 01 1(PMG

JH Toll Free 1-800-259-8388 to develop alt risk transfer solutions for management of the Fund, corporate record
| multint'l clients Develop complex cost- keeping, financial and investment manage. Doted 138 Noumbm 1998
' efficient risk mgmt pgrms thru traditlins, ment and the full range of support services Amhony James M(Mohonand Phlip Wedgwood Walloce Codwkht Wamkm & M
4 t O F R R M glbl capital mkts & finl engnrng Design - all as detailedina Request for Proposal KPMG 20 Famngdon Stmet 55 Gmexhunh Stieet
. . quantitative models and computer prgms available upon request addressed to Wynne london E[4A 4PP London E{3VOEE

tosupportriskmgmt rec's MBAorequiv & Carvill, Sule 2100,2 Embarcadero Center,

E A Richard & Assoactes, inc. 1 yr of relevant exp 20% travel $621* San Francisco, CA 94111 (or e-mall

employment@fara.com Send resumes to IRMG, 99 Wood Ave 5, "wcarvill@thelenreld com") Bids are
Iselin, NJ 08830, attn HR requested no later than December 18,1998 UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK
11]IMME!Ii) IN THE PETITION OF ANTHONY JAMES MCMAHON
AND PHILIP WEDGWOOD WALLACE, AS THE FOREIGN
A growing company and industry leader in service contract mWhere Professionals Insure Their Careers” REPRESENTATIVES OF
administration for 15 years is seeking an expertenced individual mis OSIRIS INSURANCE LIMITED, Vida ORION INSURANCE
challenging career opportunity is avatlable m our headquarters located RlS K MANAG E R (GENERAL) LIMITED AND ORION INSURANCE (GENERAL) PLC
m Stamford, CT for those who enJOy working within an

Case No 98-8-45518 (SMB)

entrepreneunal atmosphere and a team environment Please visit our

b site to | bout W tech d | t
web site to learn more abou arrantech and employmen Our client, based in Chicago, seeks a #2 ins prof'| with broad based NOTICE IS HEREBY GIVEN that on November 16, 1998,

exp in managing all domestic casualty/property related ins programs the Bankruptcy Court entered an order pursuantto 11 U S C § 304
while directing & neﬁotlatmg all vendor contracts Additionally. this (the 'Order") giving full force and effect In the United States to the
position will drive the allocating 8 Cg%llg . gggﬁ\gglxgroces§ We scheme of arrangement dated August 26, 1998 between Osins

equire a degreed indvl with 10 ye Insurance Limited and its creditors in respect of its insurance,
5+ years in corp risk mgmt Bkgd should consist of handling the
reinsurance and retrocession business pursuant to section 425 of the

opportunities at www warrantech com

Regulatory Compliance ivianager

We need a highly-competent individual who has a minimum of

2 years of regulatory compliance experience, who will ensure the placement process, strong casualty exp with good financial, ! nes Clio :
company is conforming with state insurance commission and bonding communication & leadership skills MBA Is strongly pre'd Co offers Companles Act 1985 of Great Britain Any person WlShmg to obtain a
company regulations excl salary commensurate with exp, incentive bonus, complete copy of the Order should contact Stephen Doody at (212) 504-6272

. . . relocation & great bnfts Call/send resume to Rich Meyers
This important role requires demonstrated ability to: or Mike Tannenbaum at 888-RMA-SEARCH - fax to 973-765-9009, CADWALADER, WICKERSHAM & TAFT

- Process new and prospective agents'licensing certification, 100 Maiden Lane

e-mall to rmeyers@rmainc com, orforward to 15 james St, Florham
bonding applications, and other forms. Park, NJ 07932 New York, New York 10038
« Communicate orally and in writing.
Tel (212) 504-6000

- Work effectively with professionals at all levels. RMA RICNnARD MEYERS Fax (212) 504-6666

- Balance priorities among multiple tasks. at ASSOCIATES. IMC

- Use Microsoft Windows, Word, and Excel with ease. www.rmaine.com Attention Kenneth P Coleman, Esq
+ Maintaincomprehensive and accuratefiles ofallactions taken. EXECUTIVE RECRUITERS NATIONWIDE - Stephen Doody, Esq

We offer competitive benefits and salary commensurate with

experience For confidential consideration, please send/FAX

sour resume, including salary history. to i 1 RECRUIT THE INDUSTRY'S MOST QUALIFIED CANDIDATES

Human Resources/LZ-KK, Warrantech

Corporation, 300 Atlantic Street, Stamford, . . ) .

The most talented men and women in the insurance industry know where to turn when they want to make their moves.
CT 06901 FAX # (203) 406-1641
No phone calls, please We are an equal Advertise m Business Insurante'S Professional Marketplace. Visit our Web Site at www businessinsurance.com

rtunit; 1 M/F/D/V .
epportuntly employer Protecting Your Future Call Irais Amleshi at 312/649-5340 for advertising details.
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Datebook News to Employees teleconference, 754-4800
sponsored by the International Founda-

DECEMBER held, Wis 53008-0069, 414-786-6700 Mich, sponsored by the Philadelphia 60173, 847-706-3566 practice section of the American Bar
chapter of the Chartered Property Casu-

Group Ltd , $1195 The Conference al Business Research, $1395 Global 3009, Malvern, Pa 19355-0709, 800- sored by the University of Michigan 446-6250

'Group, 3409 Meadow Bluff, Charlotte, Business Research, 775 Sunnse Ave, 932-2728 Center for Occupational Health and
NC 28226,704-541-2800 Suite 260, Rosevule, Calif 95661, 800-
868-7188

DEC 1-2 Property and Casualty Loss
Reserves workshop in Orlando, Fla , DEC. 2-4. Strategies for Becoming an sored by IBC Group, $1,399 IBC USA Continuing Education, Richmond Field England Employee Benefits Council

Joy-Ann Payne, Deloitte & Touche, 555 Toronto, sponsored by the International Southborough, Mass 01772-1749, 508- Richmond, Callf 94804, 510-231-5645
12th St NW, Washington, DC 20004- Quahty and Productivity Center, 481-6400

1207,202-879-5683 $1,70665 Canadian ($1,10164) Interna- DEC. 10-13. Care Management at the 8700
tional Quahty and Productivity Center, DEC 9-12 Summit on International Crossroads Which Way to Quality semi-

Insurance-The Current D&O Market- to, Ontario, Canada, M5H 3LS, 800-882- Fla , sponsored by the Amencan Assn on Aging, $320 for members and $370 sent to Busmess Insurance Notices
place seminar in Chicago, sponsored by 8684 or 973-256-0211

the Insurance School of Chicago, $110 Conference Office, 1129 20th St,NW, Suite 511, San Francisco, Calif 94103- vance to Datebook, Business Insurance,
Insurance School of Chicago, Suite 2200, DEC. 3-4. 401(k)s From A to Z workshop Suite 600, Washington, D C 20036- 1824, 800-537-9728 740 N Rush St, Chtcago, m 60611-2590
175 W Jackson Blvd, Chicago, Ill in Baltimore, sponsored by Corbel, $540 3421, 202-778-3269

60604,312-427-2520 Corbel, 1660 Prudential Dnve, Suite

DEC. 2. Fmdmg Solutions m a Time of 7235, ext 1237
Corporate Unrest conference in Chicago,
sponsored by Alper Services Inc, $150 DEC. 6-9. National Forum on Quality stitute, $540 for members and $590 for Eau Claire, Wis 54702-0509, 715-833- cannot guarantee that notices wzU be
Alper Services Inc, 60 W Supenor St , Improvement in Health Care in Orlando, non-members Defense Research Insti- 3940
Chicago, Il 60610, 312-642-1000 Fla, sponsored by the Institute for tute, 750 N Lake Shore Dmve, Suite
Healthcare Improvement, $895 IH[, 135 500, Chicago, lll 60611, 312-944-0575 DEC 14 What Claims Professionals and tolow businessmsurance com

FTR FOR THE RECORD

Coast

Kaiser offers mail-order Catalog The firm's president, Kathy Nelson, and her staff wlll continue Comings & gOingS
to operate out of their Tustin office as a division of Itasca, Il -
OAKLAND, Catf -Kaiser Permanente sad it m mtroduang a based Gallagher's Risk Placement Services Inc subsidiary The
mall-order catalog offermg self-care health products to its mem- operations willl report to David MeGurn, vp-specialty and inter- can Insurance Group's Diviersified Products unit in New York,
bers in Northern California as a pllot program national marketmg at Gallagher effective Jan 1 He succeeds Frank Patalano, who left Zurich-
The Part:ners m Health Catalog offers an array of products, m-

clu(ling dehumidihers, mite-free bedding, sinus imgation kits, re- Zurich Commercial m Baltimore, which is Zurich Insurance
habilitation devices, such as frnger strengtheners and exercise U.S. Re forms wholesale unit Group's middle-market cominercial insurer m the Umted States
balls, and home allergy-relief supphes, according to the Oakland, Mr Fishman currently is executive vp of Zunch-Amencan Spe-
Calif -based HMO NEW YORK-U S Re Cos Inc has formed a wholesale bro- ciahties in Summit, N J

The catalog, a non-profit venture operated by Kaiser Founda- kerage and underwntmg management subsidiary called US Re
tion Health Plan, is expected eventually to be available national- Agencies Inc marketing for international accounts-Eastern zone m New York
1Y Two other recently formed subsidiaries wlll operate as sub-

sidianes of the new unit U S Re Risk Services Corp wnll be re- operations for PXRE Reinsurance Co in Edison, N J He previ-
sponsible for wholesale brokerage and Um-Ter Underwnting ously wasexecutive vp-domestic operations
Aon forms new team Management Corp wlll be responsible for underwnting
president and CEO of USI subsidiary Julius Moll & Son Inc in
CHICAGO-Aon Risk Services Inc has formed a new practice
to coordinate the services it delivers to large U S clients and Three new INEX members OK'd ttred Julius Moll & Son, an insurance brokerage founded m 1901
prospects
The US Risk Management Client Practice wlll be headed by

and currently head of Aon's Global Strategic Account Manage- nia Kemper Environmental Ltd, Kemper Underwnting Brokers ance brokerages
ment In his new role, Mr Whams wnll be a vice chairman of the Inc and Kemper Secure Ltd now have the ability to underwnte
executive board of Aon Risk Services, the brokerage arm of Aon through INEX on a non-admitted basis m 43 states as director of the Museum and Fine Arts department m the insur-
Group Inc
The U S Risk Management Chent Practice wll be established members can also accept admitted nsks in lllinois
in several Aon offices, where specialists m account management, Kemper Emnronmental offers environmental Insurance pro- ca
property/casualty brokerage and technical services, such as con- grams with hmits up to $50 milhon Kemper Underwriting Bro-
sulting, vnll coordinate Aon resources for rsk management kers Issues umbrella and excess hability programs with limits of

clients with large and/or complex risks up to $50 milhon Kemper Secure was formed by Kemper Insur- Information in brief
ance Cos to facilitate non-traditional nsk financing programs
such as nsk secuntization and lomt ventures The St. Paul Cos. Inc. wlll let go about $250 milhon m pre-
Florida approves cat model
TAT.T.AHASSEE, Fla -Tlhnghast-Towers Pemn's humcane Chubb program will advise on EPL
modellng software is the first to win the seal of approval from also will eliminate 400 to 600 positions by the end of 1999 1n

Flonda regulators, the consultant says
Propnetary cat modelmg software used by insurers and rein- developed a program to provide employment practices loss merging with USF&G Corp AIG Slovakia Insurance Co
surers came under scrutiny from msurance regulators m Flonda prevention services to its customers
and elsewhere m the wake of nmng property msurance rates that
followed Humcane Andrew and other catastrophes
Tlimghast's "TopCat" humcane model, used to measure catas- employee allegations
trophe exposum of residential and commercial property, was ap-

the Flonda Humcane Commission on Humcane Loss Projection human resources consultants selected for their expertise in in the Atlanta office of Arthur Andersen LLP and a former
Methodology
The commission was set up in 1995 by the Flonda Legislature and statutes Customers are reimbursed for 50% of the cost was confirmed by the Senate last month to head the General

said a statement from Doug Collms, a consulting actuary with TI- Chubb employment practices hability insurance prenuum
111nghast-Towers Pemn
Flonda Treasurer and Insurance Commissioner Bill Nelson has practices loss prevention program offer telephone consulta- sands of California employers for the 1997 policy year The

pnetary cat modehng software In 1997, he filed suit to block the state or federal employment Such issues include how to dis- $63 million SCIF attributes the higher dividend to better

Apphed Insurance Research of Boston, argulng that the company or what can be legally asked during an interview
had not disclosed the assumphons on which its model was based The human resources consultative services can help evalu- Inc. has been approved by shareholders of both companies

Gallagher buys California broker

James Terms of the transaction were not disclosed related to ensunng a healthy work environment
Nelson, Gordon & James was established m 1988 and current-
ly serves 300 retail msurance brokers, most of them on the West www dlovre@chubb com Fortune 1000 CEOs and directors
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tal, examining what has affected it there were no coverage in place Risk mapping is useful because issues and bad debt may also be

in the past and what could happen "From scratch, look at what it examines dynamics such as fre- mapped "It's the variation around

in the future Sometimes this your risks really are and then look quency and severity as they relate your expectations that I'm worried
at ways to finance them or not fl- to risk For example, an earth- about financing "

nance them-or how to mitigate quake would fall in a low frequen- He also advocates the use of

Mr Shpritz conducted a seminar .| think Ihere are insurance ™" cy/high severity quadrant, where- non-insurance mechanisms like

on Balance Sheet Risk Manage- is also critical to understar d as workers comp could be mapped derivatives, stocks, and just-in-

ment last week at the Risk Man- companies out there that what the current insurance .n as a high frequency/low severlty time inventory management to

agement and Employee Benefits areselllng thlngs they help mitigate corporate risks

"It's a better idea to think of ev-
don't understand,' says
Nathan |. Shpritz.

Mapping

Cont:nued from page 2
to bear a large risk of loss

place will do if there is a major risk
Conference and Exhibition, an an- loss, and how the company will re-

act internally, Mr Shpritz said

Other risk maps can cover pre-
dictability vs the ability to insure, erything you can do, rather than

"l think there are insurance severity vs timing of payment, or , just what you can purchase "
companies out there that are sell- cost to settle vs cost to defend The session was moderated by
ing things they don't understand, Mr Shpritz advocates taking a Gene W Patterson, assistant risk
Inc The conference was held Nov and there are customers out there "top-down" approach to more manager for the General Council
17-18 in Chicago means mentally casting aside the that want to buy something they than Just traditional insurance on Finance & Administration for

The idea, he said, is to look at company's existing insurance plan don't understand,” said Mr Sh- risk Other risks, such as interest the United Methodist Church in
the company balance sheet in to- and outlining risks as though pritz rate fluctuations, human resources Evanston, lll

Risk manager key to better claims handling

By MEG FLETCHER

nual event sponsored by the
Chicago, Northeastern lllinois and
Wisconsin chapters of the Risk &
Insurance Management Society

tional claims coordinator, a dedi- involved Alter digscussions with its North Insurance Brokerage Inc in policy wording and the circum-
cated claims unit, and a claims insurer, Ace Hardware was able to Chicago stances of the claim, and consis-
CHICAGO-Risk managers can service agreement that establishes modify the policy so the company One advantage of prompt re- tency with the risk manager's in-
use several strategies to reduce or servicing parameters acceptable to could recommend its own attor- porting is that it helps protect risk tent when the policy was drafted,
eliminate problems with insurers both the risk manager and insur- neys or use the insurer's attorneys, managers from allegations that panelists said
over the handling of ers he said they prejudiced the rights of the It is particularly helpful if a risk
insurer with late notice, panelists manager can go back to copies of
said "Treat claims as a hot potato, submissions, proposals and notes
report them immediately," is the of meetings where operations or
slogan Ben C Schull, senior vp- exposures are discussed with the
national accounts for the Near underwriter or the broker, Mr

North agency, recommends He co- Shadle said
ordinated the session

liability claims INn addition, "we

The structure of a suggest that you get
i VIA to know the top offi-
W cers of the carners,

'Im who may be of some POtatO; report them
difference” in insur- y

erengenser hvalue tayowif you get immediately, is the

claims, because con- mvi)Ist son]eh ticky slogan Ben C. Schull

4 negotiations
*REBEX policyholders'gen-

company's risk man-
agement program can

"Treat claims as a hot

make "a tremendous m

When faced with an insurer's de-
Mr Shadle said insurers typical- mal or reservation of rights, a risk
ly use one of several reasons to manager must respond The re-
deny a claim For example, they sponse usually consists of a lettez
say the person or company in- disputing the insurer's action and
10908 eral expectations of volved was not an insured, com- a request for a meeting with the
an insurer's responsi- In addition, Mr Zimmel warned mitted an intentional act or one insurer's adjuster and the ad-
bilities include broad risk managers to be wary of "the that was against the law or public Juster's superior, who has the au-
defense protection, policy limits, 'hammer clause' in many policies, policy Or, they state that the event thority to overrule the adluster's
He moderated a panel during the clear demarcation of any differ- which says the insurer has the was not an occurrence, did not fol- action

REBEX '98 conference, sponsored ences of interest between the poli- right to tell the insured to settle a low policy conditions or was A risk manager also may ask a
by the Chicago, Northeastern llli- cyholder and the insurer, and clear claim if it can be settled within the specifically excluded in the policy broker to intervene or seek a meet-
nois and Wisconsin chapters of the communication, said Karl J Zim- insured's deductible " That can be In addition, they may allege that ing with both underwriting and

Risk & Insurance Management So- mel, risk and insurance manager "quite a controversial clause" and the claim should not be covered claims officers, he said
ciety Inc The conference was held for Ace Hardware Corp in Oak needs to be discussed up front because the risk manager had pri- Mediation or alternative dispute
Nov 17-18 in Chicago Brook, 1l with an insurer, he added or knowledge of it because it was a resolution techniques may help
Mr Schmidt suggested that a However, companies' needs may When a claim does occur, 1t IS known loss or one in progress However, it may still be necessary
company's risk manager may be differ important that risk managers ap- When an insurer denies a claim to negotiate with the insurer for a
able to improve basic coordination For example, his company propriately report an incident or or issues a "reservations of rights" separate defense to protect the
of the claims-handling process- prefers to be actively involved in claim to trigger defense and cover- letter, a risk manager should ex- company's interests and even sue
and avoid problems with InSUr- ItS defense, especially if employ- age, said David Shadle, vp and se- amine it for specific reasons and the insurer, if necessary, Mr Sha-
ers-if its program includes a na- ment practices liability claims are nior claims consultant at Near specific wording, consistency with dle said Eln

AnfoWwar' impels
tighter security

sistent communica- recommends.
tion can reduce con-
frontation, said
Richard Schmidt, risk

manager with lllinois
Tool Works Inc in

Glenview, Il

Johnson picks up the phone

Telephonic claims reporting improves quality, efficiency

By AMANDA MILLIGAN Johnson Controls discovered that 600 Job sites, certain "red flag"
telephomc claims reporting could questions are asked to detect po-
CHICAGO-Mick MeGavm standardize its data and give the tentially fraudulent claims Even
learned the hard way that there's automotive battery and seatmg when these questions are asked, the
more than one correct way to file a manufacturer and business service necessary information can be gath-
claim company the ability to manipulate ered m a httle over 12 minutes
As manager of safety planning its claims data Reports are generated from the
and claims for Johnson Controls "l was kind of skeptical outof the claims calls and sent to Johnson

Inc, Mr MeGavm regu- gate about telephonlc Controls' third-party administra-

By MEG FLETCHER nection was a frequent point of at-
tack, 54% of the respondents said
CHICAGO-Protecting confi- The U S government itself faces
dential company information is a "widespread and serious weak-
growing challenge for risk man- nesses" in its ability to protect
agers, due to increasing assaults federal assets, sensitive informa-
from computer erimi- tion and critical op-
nals erations such as

a 1998 surve

hose affecting pub-

|
larly noticed dlscrep%n- <‘VI % C%4 dajms reportmg," said Mr ton the location reporting thre “"the FBI and t?*/ne Com 1176 ™1 I|e safety, accordmg

cies m claims classifica-

tions and other perti- 4/ 1

aV N claim, and, if required, the state in
1TW However the advan- which the claim occurred

nent data fields on /0/ 9" 1151 tages of the new system For claims managers Interested puter crime is a sen- 12

claims filed from John- in telephonic claims reporting, Mr

son's 600 worksites The 9\

Bj soon became apparent
m Most of the workers MeGavm recommended gettmg a

wa certain data was %i | 1 *47 Qomﬁ claims were from phone number that is assigned to said Daniel Harris, an V"

orted varied de- ‘R

pendlng on who Input
the claim

e same sorts of Injuries, the claims manager's company
he said, such as back and rather than the reporting sernce
wrist strains As a result, This ensures that if the reporting
many of the previously service goes out of business or if the
dardization riddled the data- free-form data fields could be made service is moved to a different
searching process with comphca- restncted so that the claims filer provider, then the claims manager's
tions and made meamngful analy- simply had to choose from a pull- company doesn't have an erroneous
sis ddficult, he said With 4,000 down menu, rather than typmg m number circulating m the put*ic It
workers compensation claims every the condition also is important to find a company
year, the problem was only getting This improved the quality of the that is able to customize its system
worse data and kept it free from spelling to accommodate the client Johnson

"The most common loss descnp- errors and inconsistencies "It gives Controls uses Atlanta-based Actec,
tor was 'n/a’' or 'not apphcable; " us good data on the front end," said a division of the Sertec Corp The
Mr MeGavin said during a session Mr McGavm, adding that "not ap- cost to Johnson Controls is $18 per
last week at the REBEX '98 confer- phcable" is no longer an ophon
ence, an annual event sponsored by In addition, telephomc claims re- fee, said Mr MeGavm
the Chicago, Northeastern nlinois portmg streamlined the calls and "Through telephonic reportmg,
and Wisconsin chapters of the Risk reduced the time needed to file a we've created a way to gather pret-
& Insurance Management Society claim The average call only takes ty much any mformation we want"
Inc The conference was held Nov about 10 minutes to complete, Mr Lisa Stoffer of Snap-On Inc of
17-18 m Chicago MeGavin said Depending on the Kenosha, Wis, moderated the ses-

In Apl'll 1997, Milwaukee-based type of work done at each of the mon

EBEXS
-1998

This lack of stan-

claim plus a mmor administration

puter Security Insti-

a 1998 report b
tute found that com-

W the US General Ac-

counting Office
MI "The same kind of
0 crimes that occur in

the real world are

ous problem facing all 1%
organizations today,

also committed on

information securlty HFAIj m
specialist with Aon REBEX@?7 computer s)ystems
oup Inc in Owing 1 998 ut highl intercon’
Mills, Md He dis- nected computer sys-
cussed the topic last tems provide new op-
week during REBEX '98, the Mid- portunities for the bad guys," he
west conference sponsored by the said Crimes include bank fraud,
Chicago, Northeastern lllinois and theft of Intellectual property, such
Wisconsin chapters of the Risk & as trade secrets, hate mail, hack-
Insurance Management Society ing, viruses, and data theft or ma-
Inc The conference took place nipulation
Nov 17-18 in Chicago The "bad guys include insiders
According to a survey of 520 and former employees, hackers,
public and private entities, 64% criminals, commercial organiza-
experienced some kind of intru- tions, foreign governments, and
sion or other unauthorized com- so-called trusted business part-
puter use within the past 12 ners, he said
months That is a 16% increase "Espionage, money, power, con-
from the previous year trol, revenge and loy riding are
Of those experiencing some form typical motives for InfoWwar as-
of intrusion, 72% reported finan- saults,"” Mr Harris said
cial losses, which totaled at least For most companies, the types of

$136 million Their Internet con- See Security on nezt page



Commentary
Party's win may be
coup for Bermuda

The newly elected Progressive Labor Party in Bermuda has
its work cut out for it after booting the United Bermuda Party
out of power after 30 years of UBP rule. It must answer to its
constituents without destroying one of the healthiest
economies in the world or disrupting one of the world's lead-
ing insurance centers.

It won't be easy, but the early betting is that the PIF will
successfully balance these interests.

While the otticial platforms of the two parties did not vary
greatly, everyone knows where the two parties stand, as one
Bermudian told me. The PLP represents Bermuda's black pop-
ulation, workers and the island's have-nots. The UBP, despite
its name and its black members, is the party of choice for white
BermurliAns, management and the well-heeled.

The PLP's stunning 26 to 14 majority in Parliament clearly
signals that most Bermudians want change. Those changes in-
clude a redistribution of wealth and more opportunities for
black citizens, who represent 61% of the island's population.

The international insurance community in Bermuda pub-
licly is greeting the change to the PLP with guarded optimism.
Privately, there may be a little more concern about tax and
policy changes to come. Even so, no one is predicting doom and

gloom for international businesses in
Bermuda under the PLP.

The PLP is being taken at its word that it
supports international business in Bermu-
da. It is unlikely that the PLP will adopt
onerous policies that would encourage any
international businesses to move elsewhere
or discourage other international business-
es from moving to the island. It's clear that
any policy changes detrimental to intema-
tional business in Bermuda would indeed
amount to killing the proverbial goose that
laid the golden egg. International business

in Bermuda, dominated by the insurance and reinsurance
business, fuels half the island's economy.

The number of Bermudians employed by the international
insurance businesses in Bermuda is growing. There is a strong
commitment among the expatriate business leaders to hire,
train and promote Bermudians. It is a commitment | have seen
increase in the nearly 20 years | have visited the island.

However, the business community is bracing for some
changes that would redistribute the wealth in Bermuda, which
currently has a regressive tax system. Paymll taxes, for exam-
ple, are more likely to go up than down. And import taxes may
be altered to tax higher-valued goods at a higher rate.

In an effort to encourage greater job opportunities for
Bermudians, work permits for expatriates also may become

, more scarce, especially for support stAff.

That won't be all bad. In fact, rather than spelling doom or
gloom, the election of the PLP could do much to improve the
image, and reality, of doing business in Bermu(la.

n terms of image, most agree that the orderly transition to
leadership of what has been the 30-year opposition party will
prove that Bermuda is a stable political and economic envimn-
ment, regardless of which party is in power. Indeed, one can
argue it is unhealthy for one parly tobein power for so long.

In terms of reality, as a longtime and hquent visitor to
Bermuda, | hope the PLP can reverse the increasing racial ten-
sion | have recently detected. That the PLP hadnever wonan
election in Bermuda clearly was beginning to wear on those

who believed the UBPdid not represent the interests of blacks.

It was earlier this year that | was confronted with racial
anger in Bermuda for the first time, something that unfortu-
nately | have often encountered in the United States. On the
way to the airport, after engaging my cab driver in a discus-
sion on current issues in Bermuda, | got more than | bargained
for. The driver, who was black, lectured me that black and

| white people can do business together but they should not so-

cialize or intermarry. He called any black people belonging to
the UBP"Oreos," a racial slur that made me cringe. | was sad-
dened by that conversation as | left Bermuda.

1 Now that the PLP is in power, perhaps his anger will subside

and newly elected Premier Jennifer Smith will be able to ac-
complish what she has promised: a government that represents
all Bermudians. | hope so.

Publisher and Editorial Director Kathryn J. Mcintyre and
Editor Paul D. Winston write columns on alternate weeks.

Security

Continued from previous page
sensitive data at risk include med-
ical information; client data; trade
secrets; policy values and limits;
credit card information; and cus-
tomer lists.

Risk managers need to be con-
cerned about adopting appropri-
ate security measures for the data,
according to Mr. Harris. Security
"is a balance of acceptable risk,
value/cost and practicality,” he
added.

Mr. Harris said a company's se-
curity system should require that:

* Information and systems are
accessible and available only for
authorized users when needed.

+ No information is added, mod-

PBGC

Continued from page 1

1., chairman of the House Em-
ployer-Employee Relations sub-
committee, comes at a time when
business groups, most notably the
ERISA Industry Committee, have
been pressing for a reduction in
the premiums employers pay the
Pension Benefit Guaranty Corp. to
support the agency's pension in-
surance programs. Congress would
have to approve such a change.

ified or deleted by a non-autho-
rized person or means.

< An audit trail records activity
and provides accountability.

Security is 'a balance
of acceptable risk,
value/cost and
practicality,' says
Daniel Harris.

Requiring a would-be user to
provide adequate identification is
one of several key security con-
cepts.

While reusable passwords are
the most common form of identifi-

lions of dollars as it took over
hugely underfunded plans spon-
sored by such failed companies as
Pan American World Airways and
Eastern Airlines Inc.

Since that time, aided by a

strong economy that has reduced
business failures and a robust

stock market that has boosted the
agency's investment returns, the
PBGC's deficit was steadily re-
duced.

In 1996, the PBGC recorded an
$869 million surplus, its first ever
since Congress established the

If several large underfunded plans
terminated, the PBGC's financial position
could be drastically reduced, according
to a General Accounting Office report.

The ERISA Industry Committee
says that PBGC premiums should
be cut because, among other
things, the agency's exposure to
losses has been reduced by a 1994
law-which is being phased in-
that stiffens pension funding re-
quirements.

But the General Accounting Of-
fice report, with its warning that
the PBGC's surplus could quickly
evaporate, could defuse congres-
sional interest in cutting the pre-
miums employers with defined
benefit plans pay the PBGC. Those
premiums now are $19 per year
per plan participant for fully
funded plans, while underfunded
plans pay a surcharge of $9 per
participant per $1,000 of under-
funding.

Mr. Strauss, who has warned
that premium cuts are premature,
describes the GAO report as an
"independent validation" of the
points that he and other agency of-
ficials have made in recent
rnonths.

"Even though we have vastly
improved our financial condition,
there still is reason for concern
and vigilance. It is important to
have gotten that independent vali-
dation from the GAO," Mr.

Strauss said.

While Mr. Strauss said he does
not believe in building a cushion
just for the sake of having one, "It
would not be wise to do anything
precipitous right now with respect
to our funding.”

The PBGC's current relative
good health followed years of fi-
nancial distress once so dire that
some thought only a taxpayer-
funded bailout could save it from
insolvency.

By 1993, the deficit in the
PBGC's single-employer insurance
program hit nearly $3 billion as
the agency in the early 1990s ab-

sorbed several losses that each to-

taled multiple hundreds of mil-

agency in 1974 to guarantee work-
ers' and retirees' pension benefits.
In 1997, the surplus, amid hefty in-
vestment returns on assets it holds
and the lack of terminations of big
underfunded pension plans, leaped
to $3.48 billion.

While the PBGC's financial con-
dition has significantly improved,
it still faces risks that could
threaten the long-term viability of
its insurance program, the GAO
says.

The biggest risk is an economic
downturn. A significant downturn
could lead to more business fail-
ures and the terminations of pen-
sion plans with large unfunded li-
abilities.

If several large underfunded
plans terminated, "PBGC could be
obligated to take on additional
benefit obligations, which could
drastically reduce its net financial
position," according to the report.

Just a handful of terminations of
big underfunded plans can lead to
huge losses for the agency, the
GAO says. For example, the termi-
nations of Pan Am and Eastern

cation, they are "weak," Mr. Har-
ris said. They can be given away
and easily guessed by anyone us-
ing programs that run common
words.

Mr. Harris prefers the use of
"strong" authentication systems,
such as a "token," which provides
a one-time password. He also
likes the newer "smart card,”
which contains an individualized
cryptographic key that encrypts,
digitally signs and authenticates
the user.

In addition, "biometrics" pro-
vides a "very strong" method of
authentication because it uses
"the body as a password,”" Mr.
Harris said. That approach in-
cludes retinal scanning, iris recog-
nition, fingerprints, voice or sig-
Nnature verification. ial

Airlines plans alone cost the agen-
cy $1.3 billion, while the termina-
tion of plans sponsored by LTV
Republic Steel Corp., Sharon Steel
Corp. and Wheeling-Pittsburgh
Steel Corp. led to another $1.4 bil-

lion in claims.

AN economic downturn could
have other negative effects on the
PBGC's health. As financially
troubled companies jettisoned
their pension plans, the PBGC's
premium income base would be
eroded. In addition, a recession
could trigger a decline in the stock
market, affecting the value of as-
sets held by the PBGC as well as
the investment income generated
by those assets, the GAO said.

"The value of PBGC's assets and
income from them could decline at

the same time that claims from the

increased number of plans taken
over by PBGC raised benefit pay-
ments," the report says.

Because the PBGC has only lim-
ited ability to protect itself from
risk, it is important that the agen-
cy be able to forecast accurately its
future financial condition to give
legislators time to enact legislative
changes to improve the health of
its insurance programs, the GAO
said.

Until now, the PBGC's method-
ology, which relied on extrapola-

tions of past claims experience and
economic conditions to forecast

the financial status of its insur-

ance program, has been relatively
"unsophisticated," the report said.

But now the PBGC is developing
a new approach, known as the
Pension Insurance Modeling Sys-
tem, to forecast exposure to future
claims under a broad range of pos-
sible future economic conditions,
the GAO said.

Free singte copies Of "Pension
Benefit Guaranty Corp: Financial
Condition Improving, but Long-
Tenn Risks Remain," are available
from the General Accounting Of-
fice, P.O. Box 37050, Washington,
D.C. 20013. Specify
GAO/HEHS-99-5.

report

How the. PBGC has
bounced back

Hefty investment returns and few big losses have keyed a
turnaround in the PBGC's single-employer fund
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became public year with an $800 prescription
But the HMOs supporting the drug benefit cap, based on retail
moratorium, like Tufts and Blue prices
Cross & Blue Shield, conditioned For many enrollees, Tufts says
That controversy began this that support on another major perhaps 90% 1n 1ts plan, the seal-
summer when Medicare HMOs in Medicare HMO, Harvard Pilgrim, ing back of prescription drug ben-
Massachusetts, battered by soar- also agreeing to offer unlimited efits will leave them either better
ing drug costs, revealed they were coverage for next year off or at least as well off as they
going to significantly cut back If just one major Medicare HMO have been
prescription drug coverage did not offer unlimited drug cov- For example, Tufts currently
That action was challenged by erage, the other HMOs believed charges a $74 monthly premium,
Massachusetts regulators, who they would incur significant fi- or $888 a year, for its unlimited
said the cutbacks violated a state nancial losses as beneficiaries prescription drug plan, and also
law requiring Medicare HMOs to with the greatest prescription offers a zero-premium plan with
offer either unlimited or no pre- drug costs would enroll in their no prescription drug benefits
scription drug coverage The programs Beneficiaries in the zero-premium
HMOs argued, however, that a "We are willing to do our fair plan next year will get a $600 pre-
1997 federal law pre-empted the share, but we could not absorb a scription drug benefit:
state requirement-the only one $50 million loss We can't run at a
of its kind Last month, a federal deficit," said a spokeswoman for drug use, those in the unlimited
Judge sided with the HMOs (BlI, Tufts, the largest Medicare HMO prescription drug benefit plan this
Oct 26) in the state with about 83,000 en- year also could save money be-
In the wake of the court decl- cause, as enrollees next year in the
zero-premium $600 benefit plan,
they won't be paying monthly

Caps

Continued from page 2

Depending on their prescription

sion, state policymakers urged
HMOs to offer unlimited prescrip-
tion drug coverage for one nnore
year while policymakers tried to

develop proposals to give finan- directly affected, the drug cant prescription drug costs will
cial assistance to lower-income ’ face much higher out-of-pocket

beneficiaries facing much greater controversy has been of costs next year
exposure to prescription drug vital interest to employers. But HMOs in Massachusetts say
costs they will continue to offer unlim-
The Health Care Financing Ad- ited prescription drug plans to
ministration, which regulates employers that offer the plans to
Medicare HMOs, gave implicit ap- rollees Tufts next year will offer their retired workers
proval to a one-year moratorium a prescription drug plan with a While group plans sold by the
by waiving-only for Mas- $600 prescription drug cap, based HMOs won't be directly affected,
sachusetts Medicare HMOs and on wholesale prices the Massachusetts prescription
only for prescription drug cover- But Harvard Pilgrim declined to drug controversy still has been of
age-a federal requirement that go along with the moratorium, vital interest to employers
HMOs' final benefit packages and saying it could not afford to con- Had a federal court upheld the
rates be based on submissions tinue to offer unlimited prescrip- Massachusetts prescription drug
made in May Sen Edward tion drug coverage mandate on Medicare HMOs, It
Kennedy, D-Mass, and Mas- The Brookline, Mass -based could have set the stage for other

While group plans lhe
HMOs sell will not be

premiums

Still, those retirees with signifi-

U I p oo datese=s —

Humana, Prudential silent

Contmued*om page 2

A Humana spokesman said the managed care company does not com-
ment on specific acquisition strategies, but he said "acquisitions have al-
ways been a part of our strategic busmess plan To make any acquisition,
it would have to be extraordinanly compelhng, both fmancially and op-
erationally, in order to consider it at this time"

Earher this year, Humana was seen as a leadmg candidate to buy Pru-
dential's struggling health care operation It instead opted for a merger
with United HealthCare Corp m an all-stock transaction valued at about
$55 bilhon (Bl, June 1) Humana walked away from the deal a few
months later after United HealthCare reported a $900 milhon charge
against its second-quarter earnings (Bl, Aug 10, Aug 17)

Texas approves Blues merger

AUSTIN, Texas-The Texas Department of Insurance has cleared the
way for the merger of Blue Cross & Blue Shield of Texas with Blue Cross
& Blue Shield of lllinois

Both Blues plans have sought the merger smce July 1996, but Insurance
regulators had withheld approval untlllast week Regulators had been
awaiting resolutton of a challenge to the merger's legality by the Texas at-
torney general

The attorney general has declmed to appeal a state court ruling earlier
this fall that the merger should not be prohibited by the Texas Non-Prof-
it Corporation Act Stlll pending is the attorney general's lawsuit that
seeks to declare the Texas Blues plan a chang and to force the plan to
turn over more than $560 milllon-$350 milhon plus 5% mterest each
year-to the state over 20 years as a consequence of the merger, which
would make the Texas plan part of a non-profit

BC/BS of lllinois, already hcensed in Texas, has administered portions

of the Texas plan for two years under a management contract The j

merged entity m Texas wlll operate as a non-profit mutual insurer and

will continue current Blues operations in Texas at the enstmg headquar-
ters m Richardson

Briefly noted

Market Corp. has Increased its offer for Gryphon Holdings Inc. to $19 a
share from the $18-a-share offer Gryphon's board previously had reject-

sachusetts Gov Paul Celluci had HMO has a much higher percent- states adopting such mandates, ed The Gryphon board said it wlll recommend acceptance of the new of-

urged HCFA to provide such a age of beneficiaries in its unlimit- raising the cost of coverage for
ed drug plan than other HMOs, Medicare HMOs That could have

Several Massachusetts Medicare and the medical costs for full- made 11 more expensive for em-
HMOs, which earlier filed benefit drug members are about double ployers that contract with Medi-
submissions with HCFA that in- those of enrollees opting for a care HMOs and offer those
cluded a scaled-back prescription benefit plan that does not cover HMOs-along with their own

waiver

feraftera due dihgencereview byMarkel Hartford Life Insurance Co. 1

has formed an alhance with the Swiss Life Benefit Network to provide
employee benefits to companies with overseas subsidianes Through the
alhance, the partners w]11 offer group short- and long-term disability
products, as well as group hfe msurance products and services, through a
multinational poohng arrangement

drug benefit, said they were will- prescription drugs, the HMO said plans-to their retirees
ing to take advantage of the waiv- "Federal reimbursement does In addition, employers without
er and file new submissions with not adequately cover their medi- group retiree health plans m Mas-
unlimited drug benefits for 1999 cal costs, and the premium we can sachusetts also had an interest in
only charge for unlimited drug cover- the outcome of the controversy
That one-year moratorium on age under federal regulations does Some of them may pay a portion
cutting prescription drug benefits not allow us to make up the dif- or all of retirees' HMO premiums
would have defused the bad pub- ference,"” Harvard Pilgrim said in and were eager to know the shape
licity HMOs have received since a statement Harvard Pilgrim will and cost of benefit packages of-
news of their plans to cut benefits offer a zero-premium plan next fered by the HMOs El David Arick has been named man- tion after serving as a risk consultant

TObaCCO CompanieS, 46 States Electnc Co a St Louis-based manu- Fla He has worked as nsk manager
reach $206 billion settlement

facturer of electrical components and for Signature Fhght Support in Or-
By MARK A. HOFMANN

Arick takes post

at Emerson Electric

other products lando, Fla, and as corporate risk 1
Mr Anck, 30, Is responsible for ad- manager for Harcourt Brace Jo- 1
ministration of Emerson's global in- vanovich Inc in Orlando

internal and outside counsel-as- ment initially reached between
sociated with the settlement Philip Morris Cos and a class of

WASHINGTON-Cigarette mak- Unlike the 1997 proposal, the ItS shareholders in June The set-
ers will pay states $206 billion to current settlement would not re- tlement involved two class-action surance programs and risk manage-
settle a series of lawsuits aimed at quire congressional action to take suits ment for operations in the Far East
recouping money spent to treat effect The earlier proposal died One alleged that the tobacco and Latin America Hereplaces Patri- manager for the city of Kansas City,
tobacco-related ilinesses this year when members of company failed to disclose earlier cia Hernandez, who was promoted to Mo

The settlement, announced last Congress could not agree on its m the decade that its inventory of director, organizatlonal development, Mr Haskin, 47, is in charge of all
week in Washington, is less com- scope, particularly whether certain cigarette brands had and reports to Paul E Morrison, di- the city's rlsk management functions
prehensive than the 1997 $368 5 cigarette manufacturers should grown because the company had rector-nsk management in the newly created position He re-
billion proposed settlement be- enjoy some immunity from puni- priced them too high After the Mr Anck, previously a risk analyst ports to Jamee Reed, director of fi-
tween cigarette manufacturers tive damage awards company cut its prices in 1993, at Abbott Laboratones m Chicago, nance and chief financial officer
and the states seeking to recover All 46 states eligible to partici- share prices fell as well has abachelor of arts with a concen- He comes to the position from Em- 1
public money spent to treat tobac- pate in the deal had officially en- The payment also will settle a tratton m finance from Otterbern Col- ployers Reinsurance Corp m Over-
correlated ilinesses (Bl June 23, dorsed it by mid-afternoon Fri- companion suit alleging that lege m Columbus, Ohio Heisamem- land Park, Kan, where he was risk
1997) day, and the four tobacco compa- Philip Morns had attempted to berof the St Louls chapter of the Risk manager for the health Care division

Although the new settlement nies covered by the agreement an- mflate its stock price and avoid & InsuranceManagement Society Inc Mr Haslan holds a bachelor of arts
would cost cigarette makers far nounced that they would accept federal regulation by downplay- and is pursuing the Associate in Risk in pohtical science from Baker Um-
less than the earlier proposal, it it ing the addictive properties of Management designation versity in Baldwin City, Kan, and a
would not shield them from pri- Four other states have already nicotine The Judge initially threw T master of business administration
vate class-action lawsuits In fact, settled their own suits against the out that case but reinstated it af- John T. Roche has been named nsk from Baker He IS a member of the
the current settlement says little tobacco industry ter internal corporate documents manager for JT Walker Industries Kansas City Chapter of the Risk & In-
about liability, other than settling Even before the settlement won showed that employees had dis- Inc, a Clearwater, Fla -based manu- surance Management Society Inc and
existing state and local govern- acceptance, President Clinton en- cussed the addictive properties of facturer of storm windows, screens the Missoun Chapter of the Public
ment legal actions against tobac- dorsed it as a "step in the right di- nicotine and other products Risk Management Assn
co companies Instead, It focuses rection" and called on Congress to A spokesman for the company Mr Roche IS responsible for the
on limiting youth access to move quickly in establishing a na- said that in settling, Philip Morris company's insurance and self-msur- We'd hke to report on sta#changes 1

cigarettes and on regulating tional tobacco go,licg/x including did not admit any wron doin% but ance programs, claims management, myour company's nsk manaﬂement,
9 ) _passing legislation that would wanted to "put the matter behind safet_¥ and loss control and employee safety and benefit departmeits Con-
Under the settlement, cigarette give the féderal Food and Drug us and avoid the expense of con- benefits He reports to Jay Poppleton, tact Mtchaet Bradford, Assoctate Edz-

manufacturers will pay out the Administration the power to reg- tinuing litigation " Citing compa- president of the company Mr Roche ton Bustness Insurance, 2726 PFyta-
$206 billion over a period ending ulate tobacco ny policy, the spokesman would replaces John Hager, who remains ma, #6, New Orleans, La 70130, 504-
in 2025 Meanwhile, a federal Judge ear- not comment on what insurance, with the company but left the risk 269-9988, fax 504-269-0858, e-mail

Tobacco companies also will her this month gave final ap- if any, would cover any portion of management post because of lliness mbradfot@cram com Ptease send a
pay the states' legal fees-for both proval to a $115 5 million settle- the settlement 1 Mr Roche comes to his new posi- photogmph, too

Comings & Goings: Buyers

Mark Haskin has been named risk
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P C S Mr Deskin sa_liq drug_store chains glready dispensing fees gwen for Rite Aid," Ms OBoyle Bi Insurance Index
commonly participate in each others' PBM net- said
. works and that Rite Aid's nvals are not hkely to Diana Murray, senior manager of group m- 2,000
Contmued*ompage 1 o _ boycott PCS after the acquisition because surance plans for Sara Lee Corp m Chicago, 1,950
Camp Hill, Pa -based Rite Aid announced it fming prescriptions-even at a discounted rate said "We've never had this situation But cer-
would buy PCS for $1 5 bilhon, which is sub- negotiated by a PBM-is so profttable for them tainly | would raise the question of who is sub- 1,900

stantlally less than the $4 bilhon that lilly paid As a result, he said he does not foresee any sidizing who, and is there going to be a trade- 1,850
for PCSin 1994 Lllly in 1997 took a $2 4 billion disruption to PCS customers after the acquisi- off?"

non-cash charge to write down the value of its tion Sara Lte does not contract with PCS But Ms 1.800
PCS unit to $1 6 bilhon (BI, June 30, 1997) The "It's simply an ownership change,” Mr De- Murraysaidshewouldbeinclined in futurene- 1,750
sale to Rite Aid is expected to close in the first skin said "It's not really something that wlll af- gotiations with the PBM to ask, "If we went 1700
quarter of 1999 feet employers or employees unless it distracts with you, PCS, over (our current PBM), what '
With the purchase of PCS, Rite Aid, which management from something they should be land of benefits can we get?" 11,650
operates some 3,900 pharmacies m 30 states and doing " For example, she said, should employers re- 1,600
the Distnct of Columbia, will own a PBM that Another factor that would combat any fa- ceive a better deal on PCS fees if their employ-
1,550

serves more than 1,200 plan sponsors and more voritism on the part of PCS toward its new par- ees were steered to a Rite Aid store to flll their
t$han 50 milhon plan members PCS manages ent, at least m the short run, is Rite Aid's lack of PCS prescnptions? After all, she noted, the store ]1,500

10 bilhon worth of prescnptions annually market penetration m several states, said Brid- would profit because once m the store employ- 1

Rite Aid's existing PBM, Eagle Managed get Eber, a pharmacist and leader of the pre- ees will hkely be buying more than lust pre- 1072 10/9 10716 10/2310/30 11/6 11/13 11/20

Care, wlll be folded into PCS, which vell rernam scnption drug consulbng practice for Hewitt scnption drugs Base=100 on Dec 29,1978

Source Nordby /ntemabonal k (nordbycom) Boulder. Colo

based in Scottsdale, Ariz, with the same man- Associates LLC m Lincolnshire, Il Employer In spite of such questions, one benefit manag-
agement team ) . er said he is more comfortable with a pharmacy

The combmation of Rite Aid and PCS wall o ) chain owning a PBM than drug manufacturer
help managed care payers and cansumers con- 7#'S simply an ownership oership PCS catastrophe opli«ps
rofipréscnpton drug costs and improve qual- \ . . Havmg a prescnption drug chain such as i .. o nov 20
ty, said Martm Grass, Rite Aid's chairman and change,’ says Mike Deskin, Rite Aid purchase a PBM makes a whole lot Call Price can price
chief executive officer . . i, spread bid/ask spread bid/ask

. ) ) who says he does not foresee more sense to me and raises less questions than | National Annual 1998 Notional Armuat 1606
d We {eallytlﬁok at this a? mak'”?l_t]he Ttol':ner i di tion to PCS having the prescription drug companies pur- 1 60/80 7 0/135 2060 02/150

rugs or? e 9omers one of hea care lin- any disruption 1o chase them," said Raymond Brusca, vp of bene- 80/100C 02/1 2 60/80 50/120
prO\{emetnt, he said . customers after the acquisition. ftts for The Black & Decker Corp m Towson, 100/120 20/~

Rite Aid has sought to assure employer clients Md "From a benefit manager standpomt, | am National December 1998 150C /60
of.F’CS tha-t it will not restrict PCS's network of much more comfortable with a Rite Aid pur- ;ijz N
available pharmacies to only Rite Aid stores chasing them than with a pharmaceutical man- 4:/:”‘ nnua

Such a disruption of service to PCS customers and regulatory scrutiny also could act as a check ufacturer purchasing them " Castorn September 1999 501100 6 5/2 0
wlll not be tolerated, Mr Grass said H i ; i H [ _

against such nepotism, especially because both For the PBM to be successful, Rite Aid cannot ' 40/60 1 5/

A Rite Aid spokeswoman also noted that Rite Aid and PCS have high visibility, she dictate that plan members use Rite Aid stores Midwest June 1999
about 40% of the prescnptions that PCS man- added exclusively, Mr Brusca said "The PBM would Southeastern September 1999 10720 10714
ages are m states m which Rite Aid does not The question of favontism has frequently lose all their customers Who is going to buy a | toree nz=/s
have stores been raised about PCS and other drug beneht Rite Aid-only networkp" Total volume 0 Total open interest 16,215

PCS chents currently cgn haye_prescrlptlons managers that are owned _by pharmaceutlcal Some restnction of network outlets is accept- For Information on PCS cat options, call the Chicago Board of
hlled by 54,000 pharmacies within the compa- manufacturers Indeed, Rite Aid was among a able, Mr Brusca said But the employee rela- Trade at 312-435-3674
ny's network Its network includes pharmacies group of pharmacies that m 1996 urged the Fed- tions problems that would confront an employ- Source Chicago Board ot Tracie
owned by Rite Aid competitors, such as Wal- eral Trade Commission to re-open its scrutany of er offering an extremely restrictive network

reen Co and Eckerd Corp , both of which de- the PCS/LIly combmation because of allegedly would outweigh any discounts the employer ob- .

g y gedly 9 y y British Issues
clmed to comment directly on the PCS deal higher pnces for drugstore chains (Bl, Aug 12, tains from a PBM, he said

There w11 be a perception among competitors 1996) Rite Aid competitors did not say much about Price P/E Div Yield 52-week
and payers that Rite Aid_ purchased _PCS_ to Corporate benefit managers ha_ve expressed the deallast week 1 Companies pence pence % high-low
force more business mto its stores, said Mike concern over whether adequate "firewalls" sep- A spokeswoman for Deerfteld, Il -based Wal-

Deskin, president of the Pharmacy Benefit arated drug manufacturers from their PBM green said the company is concerned but Is stlll Gdn Royal Exch 308 48 134 44 495-227
Management Institute in Tempe, Am PBMI subsidiaries, preventmg the manufacturers evaluatmg the situation and therefore Could not Legal & Gen 725 202 133 24 796-460

RrOVides henefit managers with information from using their PBMs to push their products comment definitively on whether the company Feva! & Sun 498 14123 6 49 825-437

over o expects any disruptions
However, it would be "foolhardy" for Rite Aid With the Rite Aid acquisition of PCS comes "There is a range of issues here, but essential- Brokers
to lock out other major chains from participat- an entirely different question, said Andrea ly nght now we are (evaluating) protecting our

mgm PCS networks, Mr Deskin said The oth- OB%er a benefit consultant and PBM expert own business and bemg cautious m working e JLT"™ 7enenuren 92 1o 2 a2 o= 1= es
er chains have plenty of branch locations, and for Buck Consultants Inc in New York Will with PCS," the spokeswoman said Sedgwick Grp 225 o6 B svetss
employees of PCS chents will complain if they Rite Aid stores get preferential treatment over A spokeswoman for Clearwater, Fla -based
do not have access to them, he explained other retail drugstores? Eckerd said her company is evaluatmg its plans

“If you are a benefit manager and you are get- "I'm sure they are golng to try initially to "There is no reason for customers to be con- i Note Pnces are Nov 20 dosings, other numbers from Nov 19

ting 50 calls because your pharmacy got make sure that doesn't happen, but | think it cemed," she said "We willl do everythmg to pro-
dropped out of the network, you are going to will behoove a chent to make sure they are dou- tect our valued customers Otherwise, it is too
say,'Put the pharmacy back in, he said ble-checlang that there are not any preferential premature to comment at this pomt" Source Nordby /ntemattonal /ne (nordby com)Boulder, Colo

Bi Industry Stock Report wov. 16, 1998, THROUGH NOV. 20,1998

BROKERS mrce spenante seanenam ten Weekly Yoarto date | 82 waek Weekly Yearto date 52 week
fo o low Vol (000) Pnce % change % change High Low Vol (000) Pnce % change % change High Low Vol(000)
Aon Corp NYS 5981 a.02 203 7556 4825 1442 CNA Financial Corp NYS aa.25 1.29 391 5325 34.50 279 Rel,astar Financial Corp NYS 46.19 5.87 12.14 5244 29 0o 928
1 E W Blanch Holdings Inc NYs 40.13 oes 1652 41.13 3300 365 CNA Surety NYs 1456 3.10 567 1675 1256 154 RenalssanceRe Holdings Ltd NYS 4063 156 793 50.75 sess 100 1
Gallagher Arthur J & Co NYS 45.81 0.14 3303 aes6 3356 168 EMC Insurance Group Inc Noa 1206 266 -896 1588 200 65 Risk Capital Holdings NDO 21.00 -870 -562 2550 1881 a3
Hilb Rogal & Hamilton NYS 1894 o33 194 1963 15.38 a2z ESG Re Limited NDO 1925 621 1809 2888 1275 53 RLI Corp NYS 3538 -o1s 11.23 as63 31.56 37
Kaye Group Inc NOO soo s88 243 7.81 5.13 6 Enhance Financial Selvices NYS 2881 107 3.15 3756 1731 315 St Paul Companies NYS 36.13 285 1196 a7.19 28 06 2672
f Marsh & McLennan NYS 59.50 259 1970 64.31 4338 1608 Everest Reinsurance NYS 3788 1264 818 as25 2875 1535 scor NYS sess 1.04 1911 7275 43.13 15
F Poe & 8,own NYS 3394 -0.58 1408 4250 2700 67 Executive Risk Inc NYS 5363 s1s5 23.19 7575 3550 112 SAFECO Corp NDQ az.63 2as 1256 s600 38 25 3203 '
1 Sedgwick Group PLC NYS 1938 265 5736 1938 1031 7 EXEL Ltd NYS 7325 103 1558 8325 61.56 as6 SCPIE Holdings Inc NYS 3150 175 ase 3838 2663 NA
BROKERS AVERAGE -001 18.47 Fremont General Corp NYS 50.19 735 -833 62.13 3600 360 Se,bels Bruce Group NDO 431 455 4250 838 372 369
INSURERS/REINSURERS Frontier Insurance Group nve TR Ase . Srie 2989 210 emz SeleciveIns Group npQ 1ose 422 2eas 2025 1669 290
ACE Lta v . sos on 2500 a5 21an 2353 10.00 575 123 Terra Nova Insurance Co Ltd NYS 2963 1.28 1286 3500 2350 27
) General RE Corp NYS 230 69 o7a 881 27500 19350 1723 TIG Holdings NYS 1363 531 ssos sase 1163 a102
Accel International Corp NDO 288 a7 2069 400 2.13 20 Gryphon Holdings NDO 1763 217 522 1938 1138 8ot Tokto Marine & Fire NDQ s800 828 043 e138 3900 125
Acceptance Insurance Cos NYs 1850 o34 2351 2575 1719 159 Harteysville Group NDQ 2138 209 1094 2850 17 25 aos Torchmark Corp NYS s900 759 756 ao81 31.81 1475
AEGON NV NYS 103.50 838 13096 11131 4163 366 Hartford Steam Boiler NYS 40.50 197 1008 5956 33.25 a90 Transatlantic Holdings NYS 7656 208 7.08 94
Aetna Life & Casualty NYS 8063 soo 1426 sess 60 19 2387 ; . ;5o esa.7rs 262,
HCC Insurance Holdings NYS 1894 033 1088 2394 1563 610 Travelers Property Casualty NYS 3075 asa 3011 46.06 24.13 2133
AFLAG Inc NYS 3706 263 4499 3988  22.13 1937 ING Groep NV NYS 5831 1392 a7.81 7675  s6.06 427 Trenwick Group Inc ~NDo 3075 646 1827 4175 2675 78
Allmer,ca Financial Corp NYs 5250 282 s1=s 7525 3838 1184 PC Holdings Ltdj NDO 2538 ooo 21.17 3325 1900 82 Un.co American Corp NDO 1038 7.78 1531 18.13 s.88 34
Allstate Corp NYS 4378 o38 331 5238 36 06 9167 Hartford Financial Services NYS 5406 285 1556 6000 37 63 2765 United Fire & Casualty NDQ 35 sO 373 1977 a700 32.13 3
AMB/?\C Indemnity Corp NYS 6025 a67 3098 6594 40.13 9205 LaSalle Re Holdings Ud NYS 25.00 638 2933 4294 1950 260 Unitrin NDO 7100 -018 ose 74.13 5556 110
poninipuirasoly oo S A s Sh O o eI T e o noweon e Mmool e e arrezoe
e o e oes o sooa e o o6 2o Lincoln Nal‘lonal NYS 81.50 449 432 osss 67 00 1386 Vesta Insurance Co NYS s88 -4.08 20.11 6475 5.13 1985
Amorioan Horitage Life Ins v oo com oon oo oo o MAIC Holdings Inc NYS 3000 1.23 1200 3125 2394 106 Zenith National Ins NYS 2388 324 728 3050 2300 87
Markel Corp NYS 166.00 727 633 18700 13200 28 INSURERS/REINSURERS AVERAGE 159 ses
American Indemnity/Fin | nNee 1250 8o oot 1538 ose “ MBIA Insurance Group NYS 66.19 222 4.9a 8094  ac06 1082
American International NYS 263 47 277610238  ©4555952  \adowbrook Incur Group NYS 1563 -672 4005 3500 1550 133 HEALTH MAINTENANCE ORGANIZATIONS
American Safety Insurance N[DC) o38 -385 2386 1506 675 1" MMI Cos Inc NYS 1538 318 3881 2650 15 25 139 Foundatton Health Systems Inc NYS 14.13 a64a 36.52 3263 5 88 3786
Argonaut Group NDQ 2318 365 3173 3750 2128 154 Mutual Risk Mgmt Ltd NYS 3856 675 2881 3994 25.38 364 Humana Inc NYS 1900 1006 -843 32.13 1225 4127
AXA UAP Group NYS 6225 1383 5962 7125 3497 a1e NAC Re Corp NYS 47.19 -0ao 333 ssa8 4350 2a0 Oxford Health Plans NDo 1156 s82 25.70 2a7s 581 6763
Baldwin & Lyons Inc NDO 21.50 sa9 1088 2875 1850 ° Navigators Group NDQ 1525 161 1880 2075 13.25 51 Paciticare Health Sys NDC> 7575 5.21 5075 ssss 4675 50
Berkley W R Corp NDQ 3288 zo5 2507 4988 2525 271 NYMagic 1nc NYS 2081 coo 2449 3425 2031 23 Saleguard Health Enter NDO 500 ooo 6296 1388 363 8
Befkshie Hathaway Inc NYS 67400.00 181 46 52 84000 00 44000 00 1 Ohio Casualty Corp NDQ 4025 17a o.80 51.75 3375 309 Sierra Health Serv,ces NYS 2244 199 oo 2763 1588 260
Capital RE Corporation NYS 1763 505 4320 3869 1475 1351 Old Republic Int | NYS 2206 729 11.01 3225 1794 1499 United Healthcare Com NYS asoo so3 —aa0 7394 29 56 5854
Capitol Transamenca Corp NAS 1825 267 1437 2a.50 1500 14 Onon Capital Corp NYS 34.81 aso 2503 s925 =28 0O 309 Wellpoint Health Networks NYS 7994 a.za 8920 7994 38 63 1200
Centris Group Inc NYS 10 25 380 -1z 1481 7.4 159 Partner Re Ltd Mys 42.19 oso 203 5250 3363 305 HMOSs AVERAGE 1.4a oss
Chartwell Re NYS 2688 183 2037 34.63 2194 54 Penn America Group Inc NYS 11.00 732 4634 2300 813 20 ALL COMPANIES AVERAGE 100 507
Chubb Corp NYs co56 1042 —eoz 8881 5538 5223 Pennsylvania Manufacturer s Co NDQ 1906 ooo 1381 2375 16.25 22
CIGNA Corp NYs 7900 e=1 3749 8056  S194 1TSS Philadelphia Cons Holding NDQ 2097 a0t 18.13 2450 1550 116
Cincinnati Financial Corp NAS 3663 o34 2194 47.13 30 50 1232 PXRE Corp NYS 2325 746 2004 3525 2225 101 Note Nobel Insurance moved trading to the Bulletin Board
Citigroup NYs 4506 374 16.36 73 50 28.50 67169 Reliance Group Holdings NYS 1304 304 133 1981 10.75 548 Note Allied Group Inc was acquired by Nationwide Mutual

TO;) advancinlg issues ING Groep N V., AXA-UAP Group, Everest Reinsurance Leading dectiners. Humane Inc., Risk Capital Holdings, Unko American Corp Most active issue. Citigroup. The 8/index rose 4 9%, the Dow Jones 30 Industrials increased
2.796; the S&P 500 gained 3 4% and the NYSE Composite rose 2.996. Average P/E: Brokers, 18.0, Insurers/reinsurers, 15.4; HMOs, 88.6.
Source Noidby intemabonal Inc (nordby com), Boulder, Colo



Providing commercial property and casualty,
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