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Updates....,-

National class-action suits
filed against five HMOs

HATTIESBURG, Miss.-Health mainte-
nance organizations are defending them-
selves against several suits seeking class-ac-
tion status filed against them last week by a
group of attorneys.

The group, called REPAIR, has filed suits
against: Philadelphia-based CIGNA Corp.;
Woodland Hills, Calif.-based Foundation
Health Systems Inc.; Louisville, Ky.-based
Humana Inc.; Santa Ana, Calif.-based Paci-
fiCare Health Systems Inc.; and Newark,
N.J.-based The Prudential Insurance Co. of

See Updates on nezt page

Employers vow ergonomics battle
By MARK A. HOFMANN

WASHINGTON-Employer groups re-
newed their pledge to block the Occupa-
tional Safety and Health Administration
from implementing its controversial pro-
posed ergonomics standard, after the latest
draft was released last week.

Both OSHA Administrator Charles Jef-

fress and Labor Secretary Alexis Herman
stressed their belief that the new proposal
is narrowly drawn and is targeted at the
worksites most likely to report ergonomic-
related injuries or illnesses.

"This is the most flexible standard that
OSHA has ever proposed," said Mr. Jef-
fress. "The majority of employers will be
covered (by the standard) only if an em-
ployee suffers" a musculoskeletal disorder,

or MSD, he said.

Mr. Jeffress said that the proposal, which
appeared in the Nov. 23 Federal Register,
would cost employers about $4.2 billion an-
nually, which would be more than offset af-
ter projected savings in workers compensa-
tion and other costs were taken into ac-
count.

OSHA has been working on an er-
gonomics standard for nearly a decade, but
its efforts to issue a standard have been re-
peatedly blocked by Congress, responding
to employers' concerns that the proposed
regulation isn't backed by sound science.

OSHA has disputed the contention that
there is not enough scientific evidence link-
ing MSDs and workplace risks to support
the issuance of an ergonomics standard. In
background material released with the un-

Watson Wyatt
plans an IPO

A first among benefit advisers
By JERRY GEISEL

BETHESDA, Md.-Benefit and actuarial consultant Watson
Wyatt & Co. plans an initial public stock offering for early next
year, the first ever launched by a major benefit consultant.

In a brief statement, the Bethesda, Md.-based consultant said
its board of directors has approved offering about 25% of its
shares; company shares currently are almost entirely owned by
active employees. The IPO is expected to involve the sale of
shares by Watson Wyatt and shareholders, resulting in continued

ownership by employees of
about 75% of its total shares.tson Wyatt More than 16 million

  Worh/wide shares, now valued at $6.68
per share, are currently out-
standing. It is expected that

most of the shares sold through the IPO would be newly issued.
Watson Wyatt executives, who wouldn't comment beyond a

prepared statement, say the IPO is a component in its effort to
grow.

"This represents an important step in our long-term growth
strategy. It will give us a financial structure that will help us cre-
ate new opportunities for our firm, our associates and our clients
in the years to come," said Watson Wyatt President and Chief
Executive Officer John J. Haley, in a written statement.

Other observers say the IPO fits wi:h Watson Wyatt's plan to
grow substantially. They note that funds raised through the IPO
could be used for acquisitions. In addition, having a publicly
traded, liquid stock-with a market rather than just a book val-
ue-might make it a more attractive suitor in acquisition deals.

In fact, the motivation behind Watson Wyatt's planned IPO is
completely different from those of other recent financial transac-
tions and ownership changes that have buffeted the benefits in-
dustry, observers close to the company say.

For example, the 1997 purchase of Kwasha Lipton by Coopers
See IPO on page 25
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veiling of its proposal, the agency claimed
that a "substantial body of scientific evi-
dence" supports the link and the effective-
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9-his is the most

flexible standard

that OSHA has

ever proposed.'

-Charles Jeffress

ness of ergonomics programs in reducing
ergonomics-related injuries. Among other

things, OSHA cited a 1998 study by the Na-
tional Research Council and the National
Academy of Sciences, "more than 2,000 ar-
ticles on work-related MSDs and work-
place risk factors" and "hundreds of pub-
lished 'success stories' from companies with
ergonomics programs."

Still, employers maintain that there is
neither sufficient scientific evidence nor
justification for imposing such a standard.

"If OSHA continues down this route, the
business community" will fight the agency
in both Congress and the courts, promised
Randel Johnson, vp-labor policy at the U.S.
Chamber of Commerce in Washington, at a
press conference immediately following the
announcement. Mr. Johnson said that the
proposal was "so badly written" that

See OSHA on page 26

Heath, Lambert merger
welcomed by clients

By EDWIN UNSWORTH

LONDON-Insurance buyers
and underwriters alike are wel-
coming the proposed broker merg-
er that will create HLF Insurance

Holdings Ltd., according to exec-
utives of the merging brokers.

Lambert Fenchurch Group
PLC. and Heath Group P.L.C.-
the world's 10th and 12th largest
brokers, respectively-announced
the planned merger last week.
Based on combined 1998 broker-

age revenues of $462 million,
Business Insurance estimates that

HLF would be the fifth-largest
broker in the world. The new bro-

ker also would leapfrog Jardine
Lloyd Thompson Group P.L.C. to
become Britain's largest indepen-
dent broker. The merger is expect-
ed to be completed around mid-

Combined broker would move to top 5

0 HLF
INSURANCE

Lambert Fenchurch
HOLDINGS LTD.

Group plc

Broker rank: 10 12 5*

'98 gross revenue $258,851,000 $232,892,225 $491,743,225
'98 broker revenue $252,235,000 $209,494,023 $461,729,023
% of gross revenue
from retail brokerage 58.8%* 45.2% , { 52%

Employees 2,510 2,285 4,795
* B/estimates. Converted at applicable exchange rates.

January.
Executives of the two brokers

say their operations are highly
complementary and that the union

will offer significant commercial
and financial advantages.

Lambert Fenchurch is strong in
See HLF on page 25

Customers deliver lawsuit
UPS to fight civil challenge to use of captive

By DOUGLAS McLEOD of American International Group Inc., the shipping gi-
ant actually performed virtually all insurance functions

DAYTON, Ohio-Only a few months after a U.S. Tax itself, including paying claims, the suit says. Money it
Court judge labeled its Bermuda reinsurance af- purportedly paid as premium to AIG ac-
filiate a "sham," United Parcel Service of ,.......i.,i. tually represented huge underwriting
America Inc. is facing a lawsuit charging that * profits on the business, which AIG
it used the reinsurer in an illegal package in- -5/* - passed through to Overseas Partners
surance scheme that defrauded UPS cus- _-A. Ltd., a Bermuda-based UPS affiliate
tomers of $14 billion.

Lawyers for 15 UPS customers in four The complaint also names units of
that AIG was fronting, the suit charges.

states have filed a proposed class-ac- AIG and Aon Corp., which provided
tion suit claiming that UPS acted illegally brokerage and captive management ser-

GRAPHIC BY MIKE GARVEY
vices to UPS.as an unlicensed insurer when it collected

fees to insure packages with declared values in excess of Although it still has not decided whether to appeal the
$100. August tax ruling, UPS will "vigorously defend" the

While UPS placed shippers risk coverage with a unit See UPS on page 23
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Updates Swiss Re's Hutter resignsClass action filed against HMOs
Continued from previous page Restructuring eliminates position, sparks other changes
America Prudential HealthCare was acquired by Hartford,
Conn -based Aetna Inc in August ARMONK, N Y -Heidi Hutter has resigned as Latin American division, has been reassigned to

REPAIR is led by attorney Richard Scruggs of Scruggs, Millette, chairman, president and chief executive officer of oversee Swiss Re's Eul opean division Andreas Beer-
Bozeman & Dent in Pascagoula, Miss, who was one of the attor- Swiss Re North America Corp following a reorgani- li, head of Swiss Re Italia SPA in Rome, will trans-
neys involved in litigation against tobacco companies zation by parent company Swiss Reinsurance Co fer to Armonk, NY,to lead the united Americas di-

The recent suits, filed in federal court in Hattiesburg, charge the Swiss Re's restructuring, announced vision beginning in January
HMOs with violations of the civil Racketeer Influenced and Cor- last week, created a new Americas divi- A Swiss Re spokeswoman would not
rupt Organizations Act and the Employee Retirement Income Se- sion and appointed another executive to comment on the departure of Ms Hutter
curity Act, including establishing financial incentives for physi- run the division Ms Hutter joined Swiss Re as an actu-
cians to limit health care treatment "The reorganization has eliminated the j ai ial assistant in New York after gradu-

The threat of class-action suits has already caused investor con- position that I had," said Ms Hutter ating from college in 1979 In 1993, she
cern on Wall Street and hurt HMOs' stock prices (BI, Nov 15) The Ms Hutter said she is consideling her *,*1'11r left the company to create a reinsurer to
eight HMO stocks tracked by Business Insurance dropped 8 3% career options .._ ·•,- take on the past liabilities of Lloyd's of
last week The North American division, which Lry -,Ar London That ieinsurer lS now known as

"It really appears to be an orchestrated effort on the part of lust achieved its nine-month financial target, Y '9 43 Equitas Ltd
a small group of well-funded attorneys that are using the court will now be merged with the Latin f --,94 Ms Hutter returned to Swiss Re as

system to create enormous fees for themselves while, in our opin- American division, according to Ms head of the North American operations in
ion, doing serious potential damage to the health care system in Hutter PHOTO DAVID LUBARSKY

1996

general," said Tami Durle, CIGNA director of investor relations Michel Lies, the head of Swiss Re's Ms. Hutter -By Gavin Souter
This "appears to be one of many lawsuits that will ultimately

drive up health care costs for consumers by forcing HMOs through
unwarranted, costly and protracted litigation," said Alan Hoops,
PacifiCare's president and chief executive officer, in one of the

Reliance hires Robert Miller
statements issued by HMOs in response to the suits

UnumProvident exits Lloyd's to improve long-term prospects
LONDON-Lloyd's of London managing agency Duncanson &

Holt Syndicate Management Ltd has ceased underwriting on five By GAVIN SOUTER Other moves include Matthew Coyle, a director of
syndicates because of the withdrawal of capacity by its biggest • In August, Dennis Busti was Standard & Poor's Corp in New
backer, UnumProvident Corp NEW YORK-Reliance Group moved out of the top job at Re- York Standard & Poor's is cur-

Portland, Maine-based UnumProvident provided about 75% of Holdings Inc last week named as hance National Insurance Co , the rently reviewing its A- rating of
the capital on the five DHSM-managed syndicates, which have president turnaround specialist main operating unit of Reliance Reliance
combined underwriting capacity of approximately £240 million Robert S Miller to revitalize the He was later replaced by industry "It is as simple as that, and time
($390 1 million) ailing insurance group and at- veteran Terry Van Gilder is the enemy," he said

As a result of UnumProvident's withdrawal, the five syndicates tempt to hold on to its A- rating as • Reliance announced it would Shareholders' equity fell to $981
have ceased accepting new or renewal business for 1999 or 2000 year-end renewals heat up cut about $300 million in premi- million in the third quarter Re-
DHSM has instructed Eastgate Group Ltd to develop a long-term So far, the desire for continuity ums from unprofitable lines of hance needs to boost its capital to
plan for managing the runoff of the business and a general satisfaction with business reassure the rating agency and

UnumProvident said it decided to exit Lloyd's because it wants Reliance's service, products and • The insurer said it would raise policyholders that it remains a
to focus on its core disability business in North America, the Unit- prices have kept most policyhold- extra capital through an initial strong insurance company, Mr
ed Kingdom and Japan ers from defecting to other insur- public offering for 20% of ltS Coyle said

It also said the decision in part reflected "recent deterioration ers, say Reliance executives and surety operations and by spinning The insurer also needs to refi-

in projected results of the syndicates " sorne observers off to shareholders 10% of its e- nance $500 million in debt pay-
The Lloyd's syndicates affected are non-marine syndicate 55, But the insurer needs to sub- commerce business ments, which are due m the spring

aviation syndicate 957, non-marine syndicate 1101, marine syndi- stantially bolster its pcsition if it • Reliance began negotiations to and fall of 2000, Mr Coyle said
cate 1308 and space syndicate 1999 is to thrive in the long term, all settle liabilities arising out of ltS "To improve their capital and

Lloyd's downplayed the significance of the withdrawal, saying acknowledge participation in the workers com- refinance their debt obligations,
UnumProvident's decision "is entirely in keeping with character- Any downgrade in it: financial pensation pool managed by Uni- they are going to have to rely on
istic movements of capital in the Lloyd's market, both corporate ratings could severely ninder Re- cover Managers Inc , stating that external means," he said
and private " hance as its seeks to recover from the settlement would not cost the It is not clear how much money

DHSM could not be reached for comment its troubles insurer more that $100 million Reliance will be able to raise with

The appointment of Mr Miller • It appointed investment bank- the proposed sale of portions of its

Court denies cleanup coverage as president of Reliance is just one ers Donaldson, Lufkin & Jenrette surety and e-commerce sub-
of several moves the company has Securities Corp and Bear Stearns sidiaries, Mr Coyle said "They

DES MOINES, Iowa-Environmental contamination stemming made following its announcement & Co as advisers to review its fi- are at the mercy of the market "
from the residue of manufacturing operations is not an "acciden- in its second quarter results that it nancial and strategic options Although financial, rathet than
tal" exposure and therefore not covered by insurance, according was increasing loss reserves by For Reliance to recover fully, lt operating, issues should be the
to the Iowa Supreme Court $227 million must increase its capital, said See Reliance on page 27

The court also held that a policyholder has a duty to notify its
insurer of a claim in a timely manner

Ruling earlier this month in Interstate Power Co vs Insurance
Co of North America, the court found that INA does not have to B/buyers directory CD-ROM available
cover a claim for environmental remediation costs

In 1987, Dubuque, Iowa-based Interstate Power received a re- The latest edition of Business 692-page printed volume and, sel and private medical/health
port of potential environmental contamination stemming from Insurance's annual directory of for the first time, also on a CD- plans Revenue or asset informa-
coal tar and other residual solids at several manufactured gas buyers of Insurance, Benefit ROM for Windows-compatible tion and number of employees
plants it owned or had previously owned These sites, some of Plans & Risk Management Ser- computers are provided
which had been opened in the 1800s, were all closed or decommis- vices is now available The guide's listings consist of a The directory contains rank-
sioned by 1957 The 1999/2000 ecition of the variety of corporate .data, in- ingE based on number of employ-

Two years after receiving the report, Interstate learned that re- "Business Insurance Directory of cluding addresses, phone and fax ees and revenues or assets
mediation of the sites could cost several million dollars but did Corporate Buyers of Insurance, numbers, Web site addresses, The buyers directory costs $95
not notify its insurer until 1994 Benefit Plans and Risk Manage- SIC codes and the names and ti- In addition, the directory is

The court wrote, We accept as a general principle that ground ment Services" includes infor- tles of executives responsible for available on CD-ROM for $595
contamination occurring over a period of time from a natural mation on more than 14,400 ex- finance, risk management, em- To order copies, please call
seeping process is not accidental when the sources of the contam- ecutives from nearly 2,700 U S ployee benefits, human re- Business Insurance's Single-
ination are deliberately exposed to that process " companies sources, pension/ retirement Copy Sales Department at 888-

Mark Plumer, a partner with Swidler, Berlin, Shereff, Friedman The directory lS available iII a planning, insurance, legal coun- 446-1422
L L P in Washington, who represented Interstate Power Co , said
the company plans to file a motion for rehearing this week He
said he believes the court misunderstood facts involving the oc- /nside
currences that Interstate deemed accidental "Interstate didn't

place waste on the ground deliberately at any of these sites," he •The unveiling of proposed ergonomic standards by the Classmeds 00

said
U S Occupational Safety and Health Administration is pre- Commentary 05

Laura Foggan, a partner at Wiley, Rein & Fielding in Washing- mature, this week's editorial says PAGE 8 For the Record ,3

ton and counsel to the Insurance Environmental Litigation Assn, Global Brlpfc 19

said this ruling could have ramifications in other jurisdictions be- •The Turkish governrrent led a far more organized rescue Insurance Services Guide 00

yond Iowa effort after a second major earthquake htt the country earh- Internationst 19

The ruling solidifies the view that an insurance contract is not er this month, compared with the deadly Aug 17 quake Letters 8
PAGE 19just a "deep pocket," but rather a contract built on mutual obli- Ticker 07

gations, including prompt notice by the policyholder, she said • The push toward greater European economic and mone- Business Insurance (ISSN 0007-6864) Vol 33 No 48 is published weeklyCompanies that engage in sloppy practices as part of routine tary unity might also drive an Increase In self-insurance, by Crain Communications Inc, 740 N Rush St, Chicago, 111 60611 2590waste disposal will find this is not an insured event, she explained according to a broker's recent study PAGE 19 Periodicals postage Is paid at Chicago and at additional mailing offices
Mr Plumer said the court's decision muddies understanding POSTMASTER Send address changes to Business Insurance, Circulation

Department, 965 E Jefferson Ave Detroit, Mich 48207 $4 a copy and $89about what lS accidental and what is timely notification "I'm • Quality Insurance Congress eulogized PAGE 25
ayear in U S $108 In Canada and Mexico (includes GST) All other coun

afraid they haven't answered the questions posed, instead they've tries $209 a year (Includes expedited air delivery) Canadian Post Inter
created ambiguities under Iowa law " Departments national Publications Mall Product (Canadian Distrlbution) Sales Agreement

See Updates on page 26 No 0293512, GST No 136760444 Printed in USA Copyright 1999 byAdvertiser Index 29 Crain Communications Inc
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Hewitt tries
online bids
for clients'

health plans
By JOANNE WOJCIK KOCHANIEC

LINCOLNSHIRE, Ill.-The Internet may make buying
books, airline tickets and even stocks a lot easier, but does it

also make sense for buying health care benefits?
Benefit managers and consultants are skeptical that a re-

cent online auction conducted by employee benefits consul-
tant Hewitt Associates L.L.C. is the wave of the future for

group health care purchasing.
The Lincolnshire, Ill.-based consultant held the auction in

July on behalf of several clients to encourage price competi-
tion among health maintenance organizations, explained
Ken Sperling, a principal in Hewitt's Norwalk, Conn., office.

After a week of back-and-forth bidding on a special Web
site, on which the 50 competing plans could see what their
competitors were charging in 14 markets, the three partici-
pating employers wound up with HMO contracts that collec-
tively saved $1.1 million, with Year 2000 premiums averag-
ing anywhere from 2% to 8% less than they're paying in
1999.

On average, the HMO auction process yielded a 2% greater
savings than the traditional renewal process, according to
Hewitt.

Only two of the three employers would allow Hewitt to
identify them: IBM Corp. and IKON Office Solutions Inc.
None of the companies would agree to an interview with
Business Insurance,

Prior to holding the auction, Hewitt conducted a tradition-
al request-for-proposal process, colleeting renewal rate in-
formation from HMOs through the usual means of in-person
interviews either by mail or by phone, Mr. Sperling ex-
plained.

This information, along with the scores each plan received
after being evaluated by Hewitt's Health Plan Value Initia-
tive, was included on a Web site Hewit created on the Inter-
net for each employer-client.

Then, all of the participating health plans were given pass-
words that gave them access to their own information as well
as that of their competitors; the identity of the competing
plans was not disclosed, however.

The auction for the employers' business took place over a
five-day period, opening on Monday and closing at the end
of the day on Friday. In most cases bus not all, the employ-
ers chose the low bidders, according to Mr. Sperling.

"Not surprisingly, most of the activity occurred on Fri-
day," he said.

Despite Mr. Sperling's insistence that Hewitt's experiment
was "not just a price auction," some benefit managers were
skeptical that an auction is the best way to choose a health
plan.

"That particular model works if all things are equal," said
Ralph Kimmich, director of benefits and compensation at
Dallas-based Southwest Airlines Co. But that's rarely the
case, he said.

At Southwest, for example, "we don't select health plans
solely based on price," he said.

Accessibility of plan providers is a high priority for the
airline, he explained. In fact, Southwest conducts "a disrup-
tion analysis whenever we consider changing plans," he said.
"We also value our long-term relationships," he added.

"It's a novel idea, but I don't think it would work with
different types of health plans" besides HMOs, observed
Michael Pikelny, corporate actuary and employee benefits
consultant for Chicago-based Hartmarx Corp.

"It's more than just premiums that you consider when
you're looking for a medical provider," he said.

See Auction on page 23
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Creativity helps captives serve
larger business goals: study
By RODD ZOLKOS

MIAMI-Case studies of three

captive insurance companies show
that, in addition to meeting their
parent organizations' insurance
needs, captives can advance broad-
er business goals.

Discussing the history of the Ver-
mont-domiciled Public Utility Mu-
tual Insurance Co., Barry M. Port,
executive director of the Public

Utilities Risk Management Assn.,
the captive's parent, said PUMIC is
part of the association's effort "to
develop programs and products that
will help our members survive."

Speaking at the World Captive
and Alternative Risk Financing Fo-
rum earlier this month in Miami,
Mr. Port noted that his association

and its captive, which was formed
in 1997, had their origins in an in-
surance buying group formed by
New England public power systems
in 1977.

Among the captive's objectives
are providing high-quality, cost-ef-
fective risk funding and long-term
savings for members, along with su-
perior loss control and other risk
management services, he said.

PUMIC currently provides gener-
al liability, excess liability, fiducia-

ry and employee benefits liability,
public officials liability, employ-
ment practices liability, and busi-
ness auto and professional liability
coverages.

"The property market, at least as
far as we're seeing, is beginning to
harden," Mr. Port said, so the asso-
ciation may roll members' property
coverage into the captive in the fu-
ture.

Explaining the captive's initial
focus on liability, Mr. Port noted
that "traditionally, utilities have

very low liability losses." So PUR-
MA members, he said, felt safest

See Goals on page 6

Banks threaten to command

the marketplace: Wasserman
By MICHAEL BRADFORD

MIAMI-Insurers must become more innovative and

aggressive if they are going to survive in the same mar-
ket with banks that are hungry for risk, says a reinsur-
ance executive.

"Commercial banks and the investment banks are ea-

ger to enter our industry," said David Wasserman, pres-
ident of Centre Solutions in New York. "They find our
weaknesses to be exploitable opportunities."

That exploitation will become easier because of the re-
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Miami hosted this year's forum, held Nov. 14-17.

moval of barriers that, for the most part, have kept
banks out of the insurance market, Mr. Wasserman said.

With President Clinton's signing of financial services re-
form legislation earlier this month, "the fences are es-
sentially down," he said.

Mr. Wasserman's warning to the insurance industry of
increasing competition from other financial services
companies was delivered in his keynote presentation at
the World Captive and Alternative Risk Financing Fo-
rum, held Nov. 14-17 in Miami.

"I feel a little bit like Paul Revere," he said. "I'm here
not to tell you that the British are coming, but to tell you
that the banks are coming. And we all better prepare.
We all better react to that change, or we'll all starve to
death."

Bloated with excess capital and suffering from weak
demand for their product, insurers have watched much
of their business move to alternative risk transfer vehi-

cles, Mr. Wasserman noted. Already underperforming
compared with other financial services companies, in-
surers could now be in for serious trouble in a market-

place with no boundaries, he warned.

With few exceptions, "the insurance industry hasn't
demonstrated enough innovation or aggressiveness to
thrive in today's market," Mr. Wasserman said, "much
less in the coming deregulated market."

To prosper amid this new competition, it's going to
take new thinking by insurers as to what types of risks
can be insured, he told his audience.

See Changes on next page

Unrelated business can boost

profits, if handled shrewdly
By MICHAEL BRADFORD

MIAMI-There are plenty of opportunities for cap-
tives that write unrelated business, but owners need to
beware of snares that can trip them up, a captive expert
says.

Many captives already are writing unrelated business
and don't realize it, said James D. Cameron, a partner
with Baker & McKenzie in New York. "For those of you
who are looking for unrelated business, you might start
out by looking at what you already have in your cap-
tive."

He said Internal Revenue Services challenges to own-
ers have led Baker & McKenzie to discover for its cap-
tive clients that some business being written through
captives should have been classified as unrelated. It's an
important distinction, he said, because tax deductions
depend on whether business is considered related or un-
related.

"An example of this," Mr. Cameron explained,
"would be a broad form vendor's endorsement where

we managed to convince the (IRS) :hat the endorsement
was an extension of cover."

For those captives that aren't already writing unrelat-
ed business or want to expand those writings, there are
plenty of opportunities, he pointed out.

Speaking at the World Captive and Alternative Risk
Financing Forum in Miami earlier' this month, Mr.
Cameron said there are unrelated coverages that can be

specific to particular businesses and others that can be
used to enhance the business of many captive parents.

For example, writing credit card insurance through a
captive is best handled only on behalf of the parent
company because the company can easily tack the
charge for the coverage onto a monthly bill it already
sends its customers. A company other than a credit card
issuer, though, would have the high cost of sending out
bills each month just for the cost of the coverage, Mr.
Cameron noted.

Similarly, cell phone companies can sell insurance for
their product through a captive and easily add the
charge to their monthly service bills. "That's a very
profitable business," Mr. Cameron said of the coverage.

See Unrelated on page 11

Additional coverage of the
Ninth World Captive and

Alternative Risk Financing Forum
in next week's issue

ot Business Insurance
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Changes
Continued from previous page

Insurers can take clues from the

banks that for years have shown
how they can provide innovative
solutions to insurance problems,
Mr. Wasserman remarked. He re-

fernd, for example, to the move
maae by investment banks after
Hurricane Andrew to solve a catas-

trophe capacity problem by con-
tributing $4 billion to form Bermu-
da-based reinsurers.

The banks, which needed insur-

ancp company sponsorship because
of regulatory barriers, later sold
their interests in the facilities and

"got out with a very attractive re-
turn," Mr. Wasserman said. In a
deregulated market, the banks will
be able to make such moves by
themselves, he added.

"The point is, they saw an oppor-
tunity and were able to access the

capital markets for $4 billion liter-
ally in months."

The slower-moving insurance in-
dustry, however, has remained
"hobbled by an age-old definition
of what insurable risk is," accord-
ing to Mr. Wasserman. "Homoge-
neous exposures, predictable expo-
sures" and other defining charac-
teristics of risk are outdated, he
said.

The insurance industry "has too
much expertise" to remain con-
strained by old ways of thinking
about risk, he argued. "I think the
insurance industry should expand
that definition, update it."

A new definition should stipulate
that a risk is insurable if it is under-

standable, measurable, "mode-
lable" and manageable, Mr.
Wasserman suggested. "An under-
writer can understand the forces at

work, as well as the nature and

probabilities of various risks, and
has the right kinds of data and in-
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formation to measure it, model it
and analyze it-and can use under-
writing techniques and his own di-
versified portfolio of risks to man-
age it."

The insurance industry
is'hobbled by an age-
old definition of what

insurable risk is,' says
David Wasserman.

Mr. Wasserman gave examples of
some of his company's projects that
demonstrate how insurers and rein-

surers must expand their notions of
insurable risks.

Coverage has been arranged, for
example, for a hotel under con-
struction in Miami's trendy South
Beach area. The policy guarantees

I r

.

- . 1

Historical Stamps of the United States.
Insurance by AXA Nordstern Art.

that, once the hotel is up and run-
ning, it will provide sufficient in-
come to pay off its debt. "In return,
we get paid a premium and we're
getting a piece of the project," Mr.
Wasserman explained.

In another deal, a company that
wanted to build a manufacturing
plant purchased a policy guarantee-
ing that, over five years, its product
would bring a minimum price. In
return, the underwriter received

premiums and additional payment
if the product price went higher
than a predetermined ceiling.

Richard M. Inserra, assistant
treasurer at Union Carbide Corp. in
Danbury, Conn., joined Mr.
Wasserman in the conference pro-
gram and asked how Centre Solu-
tions knows which risks are good
ones.

"You have a wide variety of risks

in your portfolio," Mr. Inserra said.
"How do you manage such dis-
parate risks?"

Damage to, or the loss of, even a single stamp can significantly impact a collection's value,
which explains why more and more collectors are turning to us. As the leading authority in the

protection, preservation and insurance of fine art and collectibles, AXA Nordstern Art
Insurance Corporation insures the world's finest collections. And as a member of the global AXA Group,

with $650 billion* in assets under management, we offer the clout of one of the world's largest
financial services companies. The AXA Group includes AXA Financial and its companies: AXA Advisors,

Equitable Life, Alliance Capital and DLJ. For information, please call 1-877-AXA-4-ART.
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"We have a model for every
transaction," Mr. Wasserman ex-
plained. Although every transaction
begins with an identical model, "we
customize it for each transaction,"
he said.

Centre has run 600 transactions

through the model over its 11-year
history, according to Mr. Wasser-
man. The model can consider such

factors as changes in interest rates
or foreign currency values, a rise in
catastrophe costs or other factors.
The model provides a way to "see
what kind of stress is required for
that portfolio to start to show loss-
es."

Most insurance companies have
the same capability but have
parceled it out to different depart-
ments that don't communicate with

each other, he said.

Michele Cournier, director of risk

management for Alcatel in Paris,
also participated in the program,
He agreed that a more innovative
approach by underwriters is need-
ed.

"And I think captive insurance
companies and reinsurers should be
a part of this process," Mr. Cournier
said. But rarely are existing cap-
tives used to fund deals involving
financial markets; instead, special-
purpose vehicles are formed, he
pointed out.

Mr. Wasserman said that capital
markets have different legal and
tax requirements than do reinsurers
and, therefore, need a special-pur-
pose vehicle "that is not doing any-
thing else."

But that appears to be changing,
he noted, partly because there is a
trend to structure special-purpose
vehicles as a number of protected
"cells" that allow the vehicle to

Richard M. Inserra says
he is communicating
'that the traditional

insurance area is looking
at risk more broadly.'

handle different kinds of business

and offer each cell protection from
the others' exposures.

The risk managers on the panel
illustrated the different approaches
that companies take when funding
financial risks.

In one case where Alcatel re-

quired a special-purpose vehicle for
a financial transaction, Mr.
Cournier said he was not consulted

by others in the company, because
"it was considered a pure financial
solution."

Better solutions to funding risk
can be gained, however, if financial
and risk management professionals
join together with insurers and
reinsurers to create products to
handle such risks, he said.

Mr. Inserra said he has been con-

suited on such integrated projects
at his company, and he has begun to
"communicate within the organiza-
tion that the traditional insurance

area is looking at risk more broad-
ly,"

Even so, Mr. Inserra added, he
envisions a time when the chief fi-

nancial officer or treasurer will

have a relationship with an invest-
ment bank or other such institution

that will pitch risk funding solu-
tions.

"That's fine," he said, but the
next step should be for the CFO to
take that information to the risk

manager. "If not, it indicates that
you're viewed within the organiza-
tion a little differently than you
may want to be. I'd do something
about it."

Kathryn J. Mcintyre, publisher
and editorial director of Business In-

surance, moderated the session. M
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proposal before the conclusion of research by the Na- But the biggest problem by far with OSHA's rush
Midwest Advertising Manager Robed L Niesse (Chicagol

tional Academy of Sciences The NAS was charged to mandate is that it w111 encourage a flood of 1ltlga- Eastern Advertising Manager Blake Delany (New YonV
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Mergers
Continued.from previous page
adjusting your own losses, you nev-
er want to go back" to relinquishing
that control to an outsider, Mr.
Maglaras emphasized.

The process to establish the Ver-
mont-based RRG took 185 days, he
said.

Ms. Doyle told attendees that, in
some cases. an acquiring company
without a captive may pick one up
in the deal. In such cases, it can
make sense for the company to keep
the insurer.

With a larger pool of losses as a
result of the acquisition, "it's easier
to overcome a fixed-cost hurdle to

funding losses," she said. And, if
there are multiple alternative fund-
ing vehicles in place, they can be
merged into a single captive.

James M. Dineen, a principal with
the consulting firm The Knowledge

Guild Inc. in Jacksonville, Fla.,

pointed out in a separate presenta-
tion that some captives are going to
be lost in acquisitions simply be-
cause they are no longer needed.

While working as the risk manag-
er for Barnett Banks Inc. in Jack-

sonville, Mr. Dineen became re-

sponsible for combining six cap-
tives that were in place after the
bank was acquired by Nations-
Bank.

"It was easy to bring four wholly
owned captives into one Bermuda-
based captive," he recalled. The two
remaining facilities, which were
group captives that wrote D&0 lia-
bility coverage for banks, are cur-
rently running off their business.

Two of the four wholly owned
captives were located in Cayman,
while one was in Bermuda and the
other was in Vermont.

'There was no strategic reason to
have four different companies,
though they wrote slightly different

things," Mr. Dineen said. "Strategi-
cally, they needed only one captive
on a wholly owned basis."

"It was a simple decision," he
said. "I don't need to pay four dif-
ferent managers, accountants, actu-
aries, etc. Just roll them all into one,
and go from there"

Because the D&0 market has

' softened considerably" since the
two group captives were formed in
1986, Mr. Dineen noted, the insur-
ers' ownership diminished as mem-
bers turned to the traditional mar-

ket for the coverage. Rather than try
and meet the disparate needs of the
remaining members, NationsBank
and the other remaining members
decided to place the group captives
in runoff.

Sanford Bragman, vp of risk
management services at Tenet
HealthSystem in Dallas, has been
involved with a number of captives
during his risk management career.
He urged captive owners to use

Business Insurance, November 29, 1999 /11

common sense when deciding
whether to shut down a captive.

Joining Mr. Dineen on stage, Mr.
Bragman said, "You go through a
great deal of analysis in making the
determination to create your cap-
tive. Don't sell yourself short" when
deciding whether to take it down.

"You need to do as much analysis
and due diligence when taking it
down-and that is not going to be
cheap," he said.

"Ditto," said Mr. Dineen. Draw
up a business plan to guide the dis-
mantling process, he urged. "You
want to make sure you've covered
every base."

C. Richard Cornelius, vp-insur-
ance services with VHA Inc. in

Berwyn. Pa., moderated the session
on mergers and acquisitions.

The session on shutting down
captives was moderated by Robert
J. Rosser, senior vp at Skandia In-
ternational Risk Management Ltd.
in Bermuda. m

Unrelated
Continued from page 3

He reminded audience members

that, when shopping for a car, they
are often offered a blitz of cover-

ages that include credit life and
extended warranty insurance that
are funded through captives.
"What you may not know is that
the automobile dealer makes more

money off of that sale than he does
off the car," he said.

Another example of coverage
best accessed by a specific parent
would be wrap-up coverage for
contractors, he said, whereby a
large business uses a lot of con-
tractors and offers them various

coverages through the captive.
Other, more-general coverages

can be written to enhance a par-
ent's business.

Coverage for the shipment of a
manufactured product to a buyer
can be written through a captive,
Mr. Cameron explained, "by giv-
ing the customer title to it at the
factory door."

Supplies shipped to the parent
can be covered in the same way, he
added.

"Another opportunity is inte-
grating product liability insurance
for a component supplier," Mr.
Cameron remarked. "Taking their
product liability and wrapping it
into your cover and taking that
risk into your captive."

Writing unrelated
business can bring
headaches if it is not

properly handled, says
James D. Cameron.

Insurance for businesses man-

aged but not owned also can be
written in a captive, he suggested.
Examples are coverages for hotels
and apartment buildings under
management by the captive owner.

Professional liability coverage
for joint ventures and for-profit
subsidiaries can also be written in

a captive, according to Mr.
Cameron.

Mitchell J. Cole, a principal with
Tillinghast-Towers Perrin in New
York, joined Mr. Cameron in the
presentation and gave other exam-
ples of ways a captive can cre-
atively expand its writings.

He referred to a captive that put
together weather protection cov-
erage for automobile transmission
businesses. Because transmissions

need more repairs during periods
of extreme high and low tempera-
tures, the business risk, Mr. Cole

said, is that the shops will en-
counter extended periods of mild
weather. The captive provides
coverage for loss of business that
occurs during stretches of mild
weather.

And contractors in the home-

building industry have created
mortgage insurance captives to
help their sales, according to Mr.
Cole.

Mr. Cameron warned, however,

that writing unrelated business
can bring headaches if it is not
properly handled. The recent case
in which United Parcel Service of

America Inc. was found by the
U.S. Tax Court to be operating a
"sham transaction" is an example
(BI, Aug. 16).

UPS's practice of insuring pack-
ages valued at more than $100 in
its captive was an example of us-
ing a "very controlled piece of
business and, in fact, using it to
earn a lot of money," Mr. Cameron
explained.

See Unrelated on net page
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Unrelated
Continued from previous page

Before moving the business to
its Bermuda captive, UPS charged
its customers a fee for insurance

on packages valued at more than
$100 and assumed the losses.

But when UPS decided in 1984

to create Overseas Partners Ltd.

in Bermuda to fund the shipping
risk, Mr. Cameron said, "they
made a few mistakes that came
back to haunt them."

In particular, he said, UPS
stopped reporting charges to its
customers for coverage as income,
subject to taxes.

Even though it continued to col-
lect the charges and pay claims,
the balance of the funds after

claims payments was sent to
fronting insurer National Union
Fire Insurance Co. of Pittsburgh,
Pa. The insurer, which had no role
in claims adjusting, collected a
fronting fee and ceded the risk to
OPL (BI, Aug. 16).

Mr. Cameron said the tax court
ruled that there was no real risk

transfer in the transaction and

that UPS was assuming the losses
and simply sending to Bermuda
money that was later brought
back to the parent in the form of
profits. UPS argued that it creat-
ed OPL because of concern that

state regulators would consider it
an illegal insurer under its old
method of directly assuming loss-
es.

"There is a sense, as you read
the opinion, of disbelief c6ming

INTRODUCING..
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from the judge," Mr. Cameron
said. The judge denied deductions
for premiums and fees paid to Na-
tional Union and called the ar-

rangement a "sham transaction."
Mr. Cameron warned captive

owners that as they consider ways
to move additional business into a

captive as UPS did, "you've got to
make sure you put this together
on an arm's-length basis so you
don't get caught in that kind of
trap."

Tillinghast's Mr. Cole said cap-
tive owners should consider

whether they have solid reasons
for diversifying their business be-
fore they enter a new market-
place.

"Are we concocting some unre-
lated business and looking for
some justification for it, or are we
actually pursuing some real-life
examples of support within our
organization?" he asked. "Is the
captive going to provide a busi-
ness purpose for us? Is it going to
provide some strategic assistance
to us?"

Captive owners should do

enough analysis to determine
whether the business will be prof-
itable, Mr. Cole advised.

He also warned that "it's one

thing to move into these areas
with strategic support," but an-
other thing to have to 'ask for
capital at the end of the day be-
cause we've made some mistakes."

Mr. Cole said there should be a

reasonable amount of confidence

that "we're not going to have to go
back to the board of the captive
and the board of the parent and
ask for more capital."

He also urged those considering
entering a new business area to
make sure they can get out of it if
needed.

"Can the new business be easily
or inexpensively unwound or run
off? Do we have an exit strategy?
If you get into some of this busi-
ness, it can be tough to get out,"
he cautioned.

The session was moderated by
risk management consultant

Michael Maglaras, principal with
Michael Maglaras & Co. in Stam-
ford, Conn. Ell

More interest in group captives expected
By MICHAEL BRADFORD

MIAMI-Changing insurance
market conditions may prompt re-
newed interest in group captives.

The days when the "market was
out of control, losses were outra-
geous" and premiums were sky-
rocketing are behind the proper-
ty/casualty insurance industry,
said Michael B. Ducey, president
of Helmsman Insurance Agency in
Boston, a unit of Liberty Mutual
Insurance Co.

But turbulent times may not be
gone forever, and the value of
group captives likely will be redis-
covered by some companies, ac-
cording to panelists at a presenta-
tion during this month's World
Captive and Alternative Risk Fi-

nancing Forum in Miami.
George Chaffee, president of

Skandia International Risk Man-

ou're probably asking "-what is a virtual

service company?" A virtual service company
is one that has the effect of being right there

in your backroom - part of your operation -

but it's not. It is seamless and transparent to your
customers.

This is Trumbull Services. We are the outsourcing
solution for insurers, MGAs and agents.
We allow you to stay in the front room, focusing on
what you do best - while we stay in the background
and focus on the iest. Whether you are struggling

with Y2K issues, high expense ratios, or looking for
innovative ways to expand your business quickly and
cost effectively, Trumbull Services is your solution.

RVI
GROUP

agement Ltd. (Vt.) in Burlington,
Vt., made a somewhat tongue-in-
cheek prediction that, "since the
soft market is going to end on
March 15 of next year-the ides of
March-with the results of year'99
flowing in," group captives could
re-emerge as an attractive risk fi-
nancing alternative.

The growth of membership in
group captives has slowed as in-
surance coverage has become less
expensive, Mr. Ducey acknowl-
edged.

But, he noted, "I think we are
going to see a resurgence in the
next year or two, when people
start to see what value they can get
for their money."

Mr. Ducey suggested that those
who are already involved in group
captives are staying put.

"Once people become educated,
once they get smart, they don't go

- f
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SERVICE COMPANY

We offer a vast array of quality, cost-effective services
including:

• Underwriting, Issuing, Canceling and
Amending Policies

• Call Center and Fax Services

• Loss Control including IH Lab Analysis
• Premium Audit and Billing
• Premium Collection

• Claims Administration, TRUMBULL

including Subrogation SERV]CES

• Statistical Reporting

Call 1-877-285-2174 for more informa- m
tion on Trumbull Services. Or visit our

web site at www.trumbull-services.com COMPANY

back. They don't get dumb all of a
sudden," he said.

Mr. Chaffee pointed out that
group captives continue to serve
the purpose for which they were
conceived.

"I think you'd have to say, gen-
erally, that group captives have
been quite successful," he said.
"They sprang up in the mid- to late
'8Os, when we had the severe mar-

ket conditions, and group captives
relieved a considerable amount of

that pressure."
Those ihat remain, Mr. Chaffee

acknowledged, face new chal-
lenges in a different marketplace:
"Mainly, how do you compete and
make yourself a viable alternative
to the traditional market? That's

been tough, because the typical
group captive doesn't have the sur-
plus to withstand a long competi-
tive price cut."

In an attempt to attract and re-
tain members during the soft mar-
ket, many group captives have de-
veloped additional services for
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rates, are well capitalized and so
forth."

The soft market isn't the only
threat to captive membership, ac-
cording to another panelist that
participates in a group captive.

"We're having trouble keeping
our membership, but not for the
reasons of the commercial mar-

ket," said Robert S. Wilkinson, ex-

'Once people become educated, once
they get smart, they don't go back. They
don't get dumb all of a sudden,' Michael
B. Ducey says of group captive members.

their members.

Claims management and loss
control services that focus on

specific industries are examples
of such offerings, Mr. Chaffee said.

The strategies typical of success-
ful group captives are pretty basic,
he pointed out. "There's no magic
to it. They write only the best risks,
they underwrite carefully, create a
good plan written at appropriate

Catastrophic Asset Risk Protection
Financial Accounting Coverage for Your

Portfolio and Securitizations

Vehicles • Commercial Equipment • Real Estate • Aircraft

Call Tom Brandenburger or Dan Egan
177 Broad Street, Stamford, CT 06901

Tel. (203) 975-2100 • Fax (203) 975-2199 • www.rvigroup.com

ecutive vp for plan operations at
Univera Healthcare in Bald-

winsville, N.Y.

Mergers and acquisitions among
the captive's members-health
maintenance organizations-have
trimmed its ranks, he pointed out.

For many group captives, mem-
bers are leaving because coverage
is lower priced in the traditional
market, Mr. Wilkinson said. But,

he noted, "we've been able to keep
our market rates competitive. No
one's really going to bolt for two or
three cents per member per
month."

The soft market isn't a threat to

well-planned and well-run cap-
tives, according to Mr. Chaffee.

He emphasized that the "indica-
tors of a successful captive are
broad support and participation,
long-term commitment with some
value added. That will carry you
through the soft market."

Mr. Chaffee stressed that "one of

the purposes of a captive is to iron
out the peaks and valleys over time
and gain some control over your
insurance destiny." Forming or
participating in a captive is not
just about creating an "insurance
product, i.e., a policy. You've cre-
ated a financial tool that can be

used for many purposes, and, I
think, that is probably where you
can find long-term economic val-
ue," he said.

The discussion was moderated

by Gaelen W. Cole, marketing di-
rector, diversified risk for Fire-
man's Fund Insurance Co. in No-

vato, Calif. 111
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* BONDING * ATED EXCELLENT BY A.M. BEST

* TREASURY LISTED * ICENSED NATIONWIDE

*available to qualified buyers

/

A

Introducing ACSTAR's zero-collaveral bonds: Bonds that make it possible for some capable companies to
undertake some very handsome projects. Projects they might be forced to pass on otherwise. We are prepared
to provide zero-collateral coverage even when the case is difficult.

Zero-collateral bonds. Talk about a good deal - with ACSTAR. Agents and brokers call 860-224-2000.

7

A

I

WHEN NO ONE ELSE CAN DO.



T»
=*»ff

.

t

Life is surprising

.

 ./%.". /.1,&/a-

.

.1,4 5 ,

.e.

f

4

1. Auto and Homeowner's Insurance underwritten by Metropolitan Propert, and Casualty Insurance Co. and Affiliates, Warwick, RI. In Texas. homeowner's insurance is provided by Metropolitan Lloyds Insurance Company
of Texas. 2. Hyatt Legal Plans, Inc., Cleveland, OH. Subject to approval ir some states. In certain states provided through insurance coverage underwritten by Metropolitan Property and Casualty Insurance Co. and Affiliates,
Warwick, RI. 3. Available through Metropolitan Life Insurance Company group annuity contracts. 4. Mwmal funds are offered by MetLife Secur ties, Inc., NY, NY. ©1999 Metropolitan Life Insurance Co., NY, NY. PEANUTS
©United Feature Syndicate, Inc. E99086GCK(exp0801)MLIC-LD
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MetLife's award-winning Life Advice®series-
a unique online resource about specific life events
-helps your employees deal more effectively
with life's surprises, improve their quality of life,
and enhance their financial picture.

As the leader in Group Life Insurance in-force
(offering Term Life, AD&D, VAD&D, Group Universal
Life and Group Variable Universal Life), we're
dedicated to helping you help your employees
navigate life's opportunities.

Call your MetLife representative or broker
for detai Is.

MetLifd Group Life

**« www.metlife.com/business
 1-877-METBtoB
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Turkey
Continued from previous page

The first, an emergency loan of
$253 million, would be used to pay
for imported building materials, fuel
and equipment for the relief effort
for individuals left homeless by the
quake. The second loan, of $505 mil-
lion, would be used to help develop
the insurance fund, to build perma-
nent housing and to promote the en-
forcement of construction codes, ac-
coding to the World Bank.

A law on the creation of the insur-

ance fund is still pending."We are
waiting for the decree," said Huseyn

Survey
Continued from previous page
respondents, while 34% expect these
functions to become more central-

ized, and the remainder do not know.

Among buyers surveyed, 45% do
not expect the ENIU to result in any
change in their use of intermediaries,
while a nearly equal number-43%-
expect their use of intermediaries will
decrease. The remainder predict their
use of intermediaries will increase.

Yunak, technical manager at Istan-
bul-based Milli Reinsurance Co,,
which will administer the fund. Mil-

li, Turkey's largest reinsurer, receives
compulsory 15% cessions of all rein-
surance originating in the Turkish
market.

Another government proposal
calls for compulsory earthquake in-
surance for all homeowners (BI, Nov.
1). Mr. Gediz said he believes that

this insurance will help to promote
better construction practices in the
country.

"One of the conditions for cover

could be that all the necessary tech-
nical details (in any building) are ap-
proved and the building regulations

Other survey findings include:
•When insurers/reinsurers were

asked to rank, on a scale from 1 to 5,
what they regarded as the most im-
portant consequence of the EMU, the
leading response was higher expens-
es for adapting information technol-
ogy systems, followed closely by more
mergers and acquisitions. Those re-
sponses were followed by lower in-
terest rates and increased price trans-
parency for buyers.

• Risk securitization may grow fol-
lowing the ElVIU. About 45% of buy-

INTERNATIONAL

are followed," he said.
Mr. Gediz said he thinks that all

existing buildings must now be in-
spected for their adherence to build-
ing codes and their owners obliged to
pay for any necessary retrofitting to
comply with these codes.

A public debate among some of
Turkey's seismologists and earth-
quake engineers recently triggered a
wave of panic in the Marmara Sea
region. The scientists were discussing
the probability of another destruc-
tive earthquake in the region that
could hit Istanbul, and panic ensued
after some of their comments were

reported in the local press as predie-
tions of an imminent disaster. lil

ers said that it would become more

prevalent because of the EMU. while
44% said there would be no change
from current levels of use. Only 2%
said it would be used less.

Copies of "Aon EMU Review:
Ctient and Insurer Attitudes" are

available at no charge from Richard
A. Mortlock, Director, Aon Risk Ser-

vices Ltd., Lloyd's Chambers, 1 Port-
soken St., London El BDF, tele-

phone: 44-171-301-4651, fax: 44-171-
301-4690.

66Be sure that you return it."
If you're racing through this issue of Business Insurance because you

"borrowed" it from a colleague, you should have your own subscrip-
tion. Then you'll be first on the list. You can take as much time as you
like with all of Business Insurance's exclusive worldwide news of loss

prevention, risk financing and benefit management every week.

To subscribe, use the card in this issue
or Call 1 (888) 446-1422 Toll-Free.

Ask about our

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

subscriptions. A

great way to save

money. And avoid
pass-along problems.

Subscription Rates in US. Dollars

for 1 year, 52 Issues.
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All other countries

by expedited air. $209

* Price includes Canadian GST.
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Subscription Dept.
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Pollution
Continued from previous page
lators; shareholder and environmen-

tal groups also are forcing companies
to re-assess their attitudes toward

the environment, Mr. Isted noted.

For example, Business in the Envi-
ronment, an industry-funded non-
profit organization, produces an an-
nual survey comparing the leading
U.K. companies' stands on environ-
mental issues. The survey is widely
reported and read by corporate in-
vestors.

"We celebrated our 10th anniver-

sary last week and, in those 10 years,
have noticed a huge increase in how
seriously companies are taking their
environmental responsibilities," said
Business in the Environment Direc-

tor Belinda Howell.

"Investors also now recognize that
companies who manage their envi-
ronmental liabilities well probably
manage the rest of their business
well," Ms. Howell said. "Corporate
reputation is an increasingly impor-
tant risk which companies must also
manage."

"Companies are having to respond
increasingly to the perceived and real
demands of more sophisticated
stakeholder influences," said Ralph
Sanders, a senior consultant with
Aon Risk Control Consultants in

Birmingham, England.
"There is increasing attention from

environmental groups, such as
Greenpeace and Friends of the Earth,
spotlighting companies with bad
records. A seemingly small incident
can rapidly snowball into bad pub-
licity, regulatory attention and civil
litigation," Mr. Isted said.

Environmental strategy "is going
through a big shake-up and shakeout
and landing on directors' desks, in-
cluding company secretaries and fi-
nancial directors," Mr. Sanders said.

"It is becoming a board issue," he
said, warning that risk managers
must "pay attention to the important
strategic issues and be in a position
to advise the board." Risk managers
"need to make sure they are looking
very broadly at the issue," he said.

Ms. Howell also noted that many
companies now have senior directors
whose responsibilities include envi-
ronmental issues. This role might be
filled by a company's financial direc-
tor, human resources director, corpo-
rate affairs director or risk manager,
she said.

"Companies are becoming more
aware" of their environmental re-

sponsibilities, agreed Stephen Elston,
European insurance risk manager for
Hersham, Surrey-based Air Products
P.L.C. Many large companies have
risk management specialists in envi-
ronmental issues, as well as other

managers with environmental re-
sponsibilities. At Air Products, envi-
ronmental issues are dealt with by a
team of people, including Mr. Elston
in his capacity as risk and insurance
manager, and legal, real estate and
environmental specialists, he said.

Although the IPPC regulations ad-
dress ongoing operations, most of the
growing demand for environmental
risk transfer is for sites that may al-
ready be polluted, underwriters say.

Thus, companies involved in prop-
erty transactions and corporate
mergers and acquisitions increasing-
ly are looking for risk transfer prod-
ucts that offer some form of cap or
guarantee on environmental liabili-
ties, they say.

"The government's policy of mak-
ing the polluter pay means that many
land and property owners will find
themselves with liabilities they did
not think they had. As a result, they
are going to incur substantial costs,"
according to a news bulletin issued
recently by Certa.

These major legal and regulatory

changes are going to increase both
environmental exposures and the
visibility of potential liabilities to
shareholders and potential buyers,
said AIG's Mr. Davies. "All compa-
nies, from small domestic operations 
to large multinationals, could be af-
fected," he said.

But, Mr. Davies said, "the insur-

ance industry is continuing to devel-
op solutions which offer clients cer-
tainty and predictability in this
changing, and dangerous environ-
ment."

EIL insurers are arranging risk
transfer deals covering the sale of
real estate, primarily housing, owned
by local authorities to the private
sector, pointed out Messrs. Sykes,
Lennon and Davies.

Increasing demand for new hous-
ing, together with a government
campaign to use former industrial
sites for new development, also is re-
sulting in a growing demand for risk
transfer products to provide "peace
of mind" for site buyers, sellers and
investors, the underwriters say.

The British government has set a
target that 60% of new housing
should be built on former industrial

land-known as brownfield sites-or

should use refurbished buildings, ac-
cording to Certa.

Indeed, the Urban Task Force, a
government body set up to spearhead
urban development, has "praised the
insurance industry for developing
comprehensive management systems
which enable landowners to cover

the possibility of claims for future
damage caused by residual pollu-
tion," according to Certa's most re-
cent news bulletin, The Catalyst.

Celia recently completed a deal in-
suring the environmental liabilities
of the transfer of 13,000 properties in
the West Midlands, said Mr, Sykes.
He said that some of the local author-

ity housing stock deals cover proper-
ty whose value totals several hun-
dred million pounds.

Companies also are looking at in-
suring the commercial costs of site
contamination, as well as insuring
for cleanup costs, said Mr. Lennon of
ECS. He said, for example, that a
store may lose a lot of business if it
discovers its site is contaminated and

must be cleaned up.
Banks also increasingly are buying

insurance protection for loans
backed or guaranteed by real estate,
just in case the land turns out to be
contaminated, according to Mr.
Lennon.

Although the market for insurance
coverage of contaminated land risks
is growing rapidly, too few UK
companies are insuring for the envi-
ronmental liabilities of their ongoing
operations.

"There is a huge concern about his-
torie liabilities, almost at the expense
of future liabilities. Companies are
not recognizing that today's activities
are still capable of causing severe en-
vironmental damage. In the scramble
to maintain their profitability, com-
panies are looking at sustainability in
the short term. They need to take into
account the true cost of manufactur-

ing," said Mr. Lennon. It is still only
the "minority of companies" that are
insured for the enviromnental liabili-

ties of their ongoing operations, he
said.

Meanwhile, the EIL market is be-
coming more competitive and premi-
ums are falling, which should en-
courage more companies to buy cov-
erage, underwriters point out.

"Our premium levels have dropped
significantly since we started operat-
ing in the U.K. Insurers also are of-
fering more-flexible bespoke cover-
age now," said Mr. knnon.

The EIL market is becoming "more
competitive, and insurance premi-
ums are coming down as more insur-
ers are stepping in," agreed AIG's
Mr. Davies. ial
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MS Carriers, one of the nation's fastest growing, full truckload transportation
companies, has immediate openings for the following position.

RISK MANAGER
Position is located in our Memphis. TN corporate office. Responsible for
management of the Risk department & mitigating the company's exposure to
risk by formulating, developing & coordinating related activities.

Bachelors degree with 3-5 years of insurance/risk experience, (2) two of which
have been in a supervisory role.

Our excellent compensation package includes bonus, stock options plus
benefits & 401(k) savings plan with company match in stock. To be
considered, fax resume to (901) 344-6707 or send resume & salary history to:

Attn: JKA

m.s.CARRIERS M.S. Carriers

P.O. Box 30788

Memphis, TN 38130-0788

DIRECTOR - CONTRACTS ADMINISTRATION

Crawford & Company, the global leader in claims management services, has an excel-
lent career opportunity in the Corporate Counsel's office in Atlanta, GA for a lawyer
with excellent contract experience.

Responsible for drafting standard and non-standard contracts, negotiating substantive
contract language. obtaining executed copies of contracts, and preparing monthly reports
on outstanding unexecuted contracts. Qualified candidates must have a law degree, be a
licensed attorney in Georgia, and have at least three years experience in the practice of
law with a TPA or a P&C carrier or in a law firm with emphasis in the P&C insurance
industry or working with the risk management needs of self-insured corporations.

Crawford offers an attractive compensation package and an excellent benefits package.
For consideration, send, fax, or email your resume to:

Ernie Moore

Crawford & Company
P.O. Box 5047, Atlanta, GA 30392

Fax 404-847-4584

Ernie_moore@us.crawco.com

No Phone Calls or Agencies Please. EEOC

Visit our web site at www.crawfurdandconipan¥.com

PROJECT MANAGER

Automated Benefit Services, a third party administrator, located in

Sterling Hgts„ is seeking to hire a PROJECT MANAGER WITH EXPERIENCE

IN THE HEALTH CARE INDUSTRY.

REQUIREMENTS:

Management experience to be able to assess procedures & determine &

implement process changes. Minimum BA with a major in CIS MIS,

Proficiency with Microsoft office with an emphasis on Access.

ABS is a rapidly growing company; we offer a competitive compensation

& benefits package, a pleasant working environment & a challenging

fast paced opportunity to join management for the qualified candidate.
Send resume to:

Personnel Director

8220 Irving

Sterling Hgts., MI 48312

Or, fax to:

810-826-4820
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"Where Professionals Insure Their Careers

EXECUTIVE RECRUITERS NATIONWIDE
O Risk Management O Insurance Brokerage
O Safety & Loss Control O Risk Management
O Claims Management Consulting

Also Ask About Our Temporary Opportunities

15 James Street, Main Level, Florham Park, NJ 07932
Call 973-765-9000 • Fax 973-765-9009

S ASSOCIATEa IMC
RICIIARD MEYERS

www.rmainc.co ---

PUBLIC NOTICE

City of New York

The City of New York Office of Labor
Relations (OLR) is solicitirg competitive
proposals from qualified sources for Life
Cycle Resource and Referral Services for
The Management Benefits Fund. This Re-
quest for Proposals (PIN 214990000212)
will be available on November 29,1999.
Proposals are due on January 17, 2000. To
receive a copy of the RFP, please visit the
OLR web site at

www.ci.nyc.ny.us/html/olr/home.html
To download the RFP, scroll to the
bottom of the page to "Request for
Proposals" and click on "Management
Benefits Fund".

PUBUC NOTICE

City of New York

The City of New York Office of Labor
Relations (OLR) is soliciting ccmpetitive propos-
als from qualified sources for Elder Case Man-
agement, Information, and Referral Services in
the NY Metropolitan area for The Manage-
ment Benefits Fund. This Recuest for Proposals
(PIN 214990000212) will be available on
November 29,1999. Propow Is are due on Jan-
uary 17, 2000.To receive a copy of the RFP,
please visit the OLR web site at
www.ci.nycny.us/html/olr/home.html
To download the RFP, scroll to the
bottom of the page to "Request for
Proposals" and click on "Maiagement Benefits
Fund".

Looking for a
candidate to

fill the job?

11

Managing Director
Our client, a global leader in
the reinsurance industry, is
searching for an experienced
business development
professional, to join a high profile
client relationship group. This
group focuses on promoting the
firm's broad range of reinsurance
and financial products and
services to senior level executives.

Candidates must have a track

record of successfully originating
and dos ng deals and will come
from eiter a reinsurance,
investment banking or
management consultancy
background.

Contact Peter Ard at

(212) 661 4800,
fax (212) 661 6622.
Ref #563675.

e-mail:

peterard@machaelpage.com

Michael Page
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Return Date: December 30,1999
Time: 10:00 am.

JNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

X

In re

Petition of Anthony James McMahon
and Philip Wedgewood Wallace, as Joint
Provisional Liquidators of SOVEREIGN
MARINE & GENERAL INSURANCE
COMPANY LIMITED,

Debtor in Foreign Proceedings:
X

in a Proceeding Under
Section 304 of the Bankruptcy Code

Case Nos. 97-844652(CE)

NOTICE OF MOTION FOR

PERMANENT nIUNCIION PURSUANTTO

SECTION 304(6) OFTHE BANKRUPTCY CODE

PLEASE TAKE NOTICE that pursuant
to an order of the United States Bankruptcy
Court for the Southern District of NewYork (the
Bankruptcy Court'), a hearing will be held on

December 30,1999, at 10:00 a.m. (the 'Return

Date'), or as soon thereafter as counsel may
be heard, before the Honorable Cornelius

Blackshear, United States Bankruptcy Judge,
in Courtroom 601 of the Bankruptcy Court
which is located at The Alexander Hamilton
Custom House, One Bowling Green, New York,
New York, 10004, to consider the motion (the
«Motion7 of the Provisional Liquidators of SOW
EREIGN MARINE & GENERAL INSURANCE
COMPANY UMITED FSovereign Marine') for
entry of an order pursuant to 11 US.C. §§
105(a) and 304(b) granting permanent injunc-
tive relief (the 'Permanent Injunction Ordef)
giving full force and effect in the United States
to the Scheme of Arrangement dated October
15, 1999 (the 'Scheme of Arrangement*)
between Sovereign Marine and its Scheme
Creditors (as defined in the Scheme of
Arrangement).

The Provisional Uquidators have for-
mulated and proposed the Scheme of
Aiangement pursuant to section 425 of the
Companies Act 1985 of Great Britain. Pursuant
to an order of the High Court of Justice of
England and Wales (the «High Court'l, the
Provisional Uquidators are authorized to con-
vene a meeting of Scheme Creditors in London
on November 29,1999.

On or about October 18, 1999, the

Scheme of Arrangement and the related
Explanatorv Statement (together, the 'Scheme
Documents and notice of the meeting of
Scheme Creditors were mailed to all known

policyholders and creditors of Sovereign
Marine and all known agents and brokers
involved in Sovereign Manne's business. A
summary of the Permanent Injunction Order is
set forth on pages 57 through 59 of the
Scheme Document.

11 the requisite statutog majofides (ke.
a majority in number representing 75% in value
of those in each class present and voting in
person or by proxy) approve the Scheme of
Arrangement, a hearing to sanction the
Scheme of Arrangement wlll be held before the
High Court on December 20,1999.

Copies of the Provisional Uquidators
Motion, the Scheme Document, the form of the
Permanent Injunction Order to be presented on
the Return Date, the section 304 petition dated

July 11,1997, which was filed to commence
the abovecaptioned ancillary proceeding, and
the Memorandum of Points and Authorities in
Support of the Motion for a Permanent
Injunction are available by Minen request to
the Provisional Uquidators counsel:

Cadwalader, Wickersham & Taft
100 Maiden Lane
New York, New York 10038
(212) 504-6000 ffelephone)
(212) 5044666 (Facsimile)
Attention: M. Jennifer MacKay
PLEASE TAKE FURTHER NOTICE

that any and all objections to the Motion must
be in wriing, filed with the Bankruptcy court,
with three copies delivered to the Chambers of
the Honorable Cornelius Blackshear, Room
603, and another copy served on counsel to the
Provisional Uquidators so as to be received on
or before December 15,1999.

Dated: New York, New York
November 19,1999

CADWALADER, WICKERSHAM & TAFT
Attorneys for the Provisional Uquidators

By: /W Ken Coleman
Ken Coleman (KC 9750)
Stephen Doody (SD 6758)
100 Maiden Lane

New York, New York 10038
(212) 504-6000
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FTRFOR THE RECORD
Banks won't target brokers: Ryan More than 450 insurance professionals attended the annual ees undergo routine audits by the Office of Personnel Manage-

event, held m Chicago m late October, whose proceeds benefit the ment to determine whether the government is receiving the low-
NEW YORK-Investors expecting Aon Corp and other large Duarte, Cahf -based facty The City of Hope facihty conducts est available rate Disputes over the proper calculations aren't

msurance broker'ages to be bought by commercial banks follow- research, performs treatments and counsels patients of cancer uncommon, but when the government suspects intentional
mg passage of financial services reform likely will berlisppoint- and other life-threatenmg diseases wrongdoing, the dispute is referred to the Justnce Department for
ed, says Patnck G Ryan, chairman and chief execubve officer of Smce 1993, the Chicago-based Insurance Industry Council has Investigation
Aon raised more than $4 milhon to assist the City of Hope's breast Meanwhile, PacifiCare of Colorado's transition plan for pro-

Addresmng the Insurance Federation of New York Inc last cancer research and treatment efforts vidlng replacement coverage for some 77,500 members of
week after receiving its 1999 Free Enterpnse Award, Mr Ryan QualMed Plans for Health of Colorado Inc was approved by the

said it is more likely that banks wishing Zurich U.S. policy bolsters bond issue Colorado Division of Insurance QualMed, a subsidiary of Foun-
to enter the insurance distnbution bum- datton Health Systems Inc,is withdrawmg from Colorado com-
ness win develop their own operations\ SCHAUMBURG, Ill -A pohtical risk pollcy provided by mercial HMO and point-of-service markets as of March 21,

And banks that want to underwrite Zunch U S enabled a Mexican brewer to obtam an investment- 2000

wlll more hkely try hfe--rather than grade rating onarecent$150 millton bond issue
property/casualty-insurance, Mr The bonds, issued by Femsa Ceneza SA de CV, were en- Comings & Goings: Indust,y
Ryan said hanced by the coverage for currency inconvertibility and trans-

-/ The day S 900 was passed, removmg fer risk wntten by Zunch's new pollbcal risk group in Washing- Peter Appel has been promoted to executive vp and chief op-
restrictions that had prevented affiha- ton (BI, Nov 1) The msurance allowed the brewer to obtain an erating officer for Greenwich, Conn -based Risk Capital Hold-
tion between banks and insurers, Aon's A- rating on the bonds, which were sold through a pnvate place- ings Inc and its Risk Capital Reinsurance Co subsidiary In ad-Li stock pnce climbed 20%, he said "But ment from the Fitch IBCA ratmg agency dltton, he wlll serve on the companies' board of directors NAC
nothing changed for the insurance bro- The new Zurich U S polltlcal rlsk product is designed to pro- Reinsurance Corp of Greenwich, Conn, has named C. FredMr. Ryan kerage world, ' Mr Ryan said vide coverage for bond issues m emergmg markets, and the Fem- Madsen executive vp and chief underwnting officer He previ-

Pnor to the passage of the legislation, sa Cerveza pohcy was the first issued by the Zunch polltical rlsk ously was execullve vp, casualty for NAC Re Hartford, Conn -
banks could have bought insurance brokerages, he said Buymg group to protect a capital markets transaction based MedSpan Inc has appomted Sandra Armstrong chief op-
a large insurance brokerage would be expensive for banks, and eratmg officer Pnor to her promotion, Ms Armstrong was vp of
the business cultures would not easily mesh, he explamed PacifiCare seeking to settle plan administration and strategic implementation

The new legislation is unlikely to lead banks to enter the prop-
erty/casualty underwntmg market either, he said "I don't think SANTA ANA, Callf -PaclfiCare Health Systems Inc says it is Information in brief
they will be nsking their capital twice-both in commercial workmg to develop an
banking and underwnting" Mr Ryan said "amicable settlement" of Tllhnghast-Towers Perrin has sold its annual Captive Insur-

Instead, banks are likely to take advantage of the financial ser- PacifiCare Justice Department alle- ance Company Directory to A M Best Co The directory hsts
vlces reforms to enter the hfe insurance market, which, especial- gations that a health plan about 4,000 captive organizations worldwide and their parentsly on the asset management side, ls more akin to banking than is Health Svstems PacifiCare acquired two or sponsors, as well as captive managers Englewood, Colo -
property/casualty insurance, he said years ago dehberately based Great-West Life & Annuity Insurance Co. has entered mto

Industry raises funds for City of Hope overcharged for federal employee health care services a definitive agreement with General Amencan Life Insurance Co
The department has been probmgbillings from 1990 through of St Louis to acquire General American's group health and re-

1994 by TakeCare, a unit of FHP International Corp that Pacifi- lated products division This division provides mechcal stop-loss
CHICAGO-Insurance mdustry executives raised more than Care acquired m early 1997 and related hfe, accidental death and dismemberment, dental

$820,000 for the City of Hope at an event honoring Quin O "We have adequate reserves to cover the issue," a PacifiCare and disabillty products The transaction, which is expected to
Healey, chairman of the Americas for Marsh Inc and this year's spokeswoman said close at the end of the year, is subject to regulatory approval The
recipient of the organization's "Spint of Life" award Health maintenance organizations that cover federal employ- terms of the deal were not disclosed ial

UPS 100% reinsurance to AIG's National The rate UPS charged for package assumed the nsk of non-payment of insurance prermums was being di-
Union Fire Insurance Co of Pitts- msurance, the iudge also found, was premiums by customers, all without verted for the benefit of defendants,"
burgh, Pa, which issued a shippers "far in excess" of what it could have any reimbursement from National the suit charges "UPS collected all

Contnued from page 1 risk pollcy covermg UPS customers negotiated commercially, an indica- Union, the suit says monies paid as msurance premiums
proposed class action, a UPS Although UPS initially owned OPL, tion that the National Umon/OPL On a monthly basis, UPS deducted and adjusted claims on its own be-
spokesman said the reinsurer was quickly spun off to program was a "sham" the claims it paid from the premiums half, not on behalf of an insurance

"We beheve it is totally without UPS' employee shareholders, who Earher this year, UPS paid the IRS it collected and remitted the balance company "
merit, and we intend to fight it with received one OPL share for each UPS $1 34 billion to stop the accumula- to National Union, which then de- Because UPS did not have the legal
everything we have," he said share owned tion of interest and penalties on 15 ducted frontmg and other fees and capacity to enter Into msance con-

An AIG spokesman declmed to UPS continued to collect excess years of back taxes while it considers forwarded the money to OPL tracts with customers, it must return
comment Aon officials could not be value charges from its customers, but an appeal (BI, Aug 23) National Union and OPL them- the premiums it collected, Mr Gard-
reached now remitted the funds, after claim In October, the company also selves paid out httle or none of the ner argued

The tax case that triggered the pro- payments, to National Union, which stopped using OPL to reinsure ship- money they received to cover claims, The law says you have to give all
posed class action sult ended a 15- collected fronting and other fees and pers risk and reports that it is now said Gary F Gardner, a lawyer with that money back, and you have to
year program under which UPS of- ceded the business to OPL In 1984, providing the coverage through an Gardner, Ewmg & Souza in glve back the money you made on the
fered "excess value" insurance to its for example, UPS collected charges Atlanta-based subsidiary, Glen Lake Louisvlile, Ky, one of three firms money," he said
customers of $99 8 milhon and paid $22 1 mil- Anancial Corp representmg plaintiffs The $14 bilhon in compensatory

Before 1984, UPS itself assumed hon in claims, after a $1 milhon Plaintiffs' lawyers filed their pro- "I would say OPL never paid a damages the suit seeks includes all
the rlsk of loss or damage to cus- fronting fee to National Union and posed class action this month In quarter in reinsurance (claims), just excess value premiums UPS has col-
tomer packages, collecting a charge other deductions, OPL received net Montgomery County Common Pleas like National Union Fire never paid lected smce the begmning of 1984, he
of 25 cents per $100 of declared val- payments of $60 milhon Court in Dayton Ohio, saying cus- a quarter In pnmary coverage," Mr said
ue in excess of $100 and reportmg the Under the new arrangement, UPS tomers had no way of knowing of the Gardner said Charging that UPS violated an
revenue m its tax returns no longer reported the excess value alleged fraud until the Tax Court rul- The lawsuit, echoing the Tax Court Ohio corrupt activity statute, the suit

After consulting with broker charges as income, treating them as ing and subsequent pubhcity ruling, also argues that UPS charged also seeks to treble the damages to
Frank B Hall & Co Inc -since transactions directly between cus- The complamt charges that while customers far more than an arm's- $42 bilhon
merged into Aon-UPS formed tomers and National Union UPS told customers they were pay- length, commercially negotiated rate The complamt also levels charges
Overseas Partners m 1983 to provide The Internal Revenue Service fist ing for package insurance from Na- for package insurance Judge Ruwe of conspiracy, breach of contract, un-

challenged the program in 1995, and tional Union, the shipping company had cited expert testimony that UPS Just ennchment, misrepresentation
U S Tax Court Judge Robert P actually acted illegally as an insurer experienced a 33% loss ratio on the and fraud

ADVERTISER Ruwe m August ruled agamst UPS, Itself $845 million m msurance premiums The proposed class action swt was
concludmg m a strongly worded Holding no hcenses as an insurer, it collected between 1984 and 1989, filed about one week after UPS

INDEX
opinion that the company had no agent or claims adjuster, UPS col- suggesting sigmflcant overchargmg launched an IPO that raised $5 5 bil-
busmess reason other than tax avoid- lected premiums, adjusted and paid "Customers of UPS had no reason hon, the largest initial pubhc offenng
ance for forming OPL claims, handled claim disputes and to know that the money they paid for ever
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ADVERTISER PAGE # Auction he said Colorado Spnngs, Colo -based "The use of the Internet is hterally
On BenefitMall com, employers ChannelPomt is another onlme ser- revolutionizing everythmg," said He-

ACSTAR Insurance Co 13 submit an online apphcation for vice attemptmg to make health plan len Darling, practice leader-group
AIG Corporation 28 Continued from page 3 group health care coverage that in- pumhasmg as easy aspomt-and-click benefits and health care for Watson
AXA Nordstern Art Insurance 4 Smaller employers, however, that cludes demographic Information But unlike BenehtMall com, Chan- Wyatt Worldwide in Stamford,

are less likely to customize their about their employee populations nelPomt didn't begm m themsurance Conn, and a former benefit managerBurnham Systems 20

health plans may fmd such onlme Employers receive quotes from mter- Industry, ChannelPomt is a technolo- "We send out RFPs, and vendors re-
Business Insurance 18 comparison shopping useful, Mr ested health plans in just 60 seconds gy company created by former em- spond via e-mail This saves every-
Corporate Systems 21 Klmmich suggested via e-mail, Mr Davis said ployees of Sun Microsystems Inc body money, and it cuts the time dra-
GAB Robins 9 Indeed, more and more small em- But while the employers can "see" The company has partnered with matically What hterally used to take
GHI 18R ployers already are talang advantage the vanous plans and prices on their San Francisco-based broker USI In- two or thme months to do can now be

of another onlme service that allows computers, they can't actually buy surance Services Inc, which will use done almost mstantaneously "Metropolitan Life Ins Co 14/15
them to comparison shop for HMOs the coverage without using a hcensed its software to perform health plan "If I felt completely comfortable

Metropolitan Life Ins Co 16/17 BenehtMall com has quoted more Insurance broker, he said companson shoppmg for chents, ex- that evegthmg was identical but the
RVI Group 12 than $3 bilhon in health insurance for "A lot of people are nervous plained Lyle Ekdahl, vp-product price, that would be OK," she said
St Paul Corporate 10/11 employers wlth fewer than 100 em- enough about buymg shirts online," marketing for ChannelPomt Whlleonhne companson shopping of

ployers since it went online in he said, SO it makes sense that em- But even if companies such as prices may work for commoditiesSwiss Re America 7

November 1997, according to Mark ployers considering a purchase as sig- Hewitt, BenehtMall com and Chan- such as airline seats, "the quallty and
The Hartford - EBD Group 6

Davis, vp-marketing The Dallas- niflcant as health care plans seek out neLPoint build an Internet-based service of health plans vary,
Trumble Services, LLC 12 oased company was spun off by Hu- the advice of a professional health plan shoppmg system for em- Darling pointed out
Wausau Insurance Company 5 mana Inc m June 1999 "As emotional as employee benefits ployers, some consultants are skepti- Recognizing this, "sometimes em-
Zunch US/E&C 24 "We were the first to put our msur- and insurance is, you've got to have a cal that most benefit managers wlll ployers may be willing to pay a httle

ance quotmg capability on the Web," human element," Mr Davis said use it more for better quality," she said 111
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Commentary -

QIC may be undone,
but it's not unsung

I'm not the only one mourning the death of the Quality Insur-
ance Congress.

In response to my last commentary, I heard from insurance in-
dustry customers, brokers, insurers and consultants who also ze-
gret that the board of the QIC voted this fall to dissolve the orga-
nization after six years of existence.

And I didn't hear from anyone who supports the decision to kill
the QIC.

"I applaud your concern about the quality of service fmm the
perspective of the insurance consumer," wrote Michael Borinski,
the controller at manufacturer Bradford White Corp.

"Any leader in a service industry should realize what I feel is
the critical point you raise: When the commitment to the satisfac-
tion of the customer becomes secondary, don't be surprised if cus-
tomers demote that very service to secondary when a viable alter-
native becomes available."

Steve Wilder, vp-risk management of The Walt Disney Co. and
former QIC president, wrote: "Thanks for your comments in the
Nov. 15 issue of BL They are right on the mark."

Commenting on the QIC's *scorecard" on customer satisfaction
with insurers, brokers and third-party administrators, Steve
wrote: «I agree with you that the industry didn't want to hear
what their scores were. It is ironic that the industry chose to shoot
the messenger, but the scorecard willlive on, long after the mes-

sengeris gone.
"Unfortunately, it may be the dead mes-

senger that was the industry's best hope of
creating quality in the industry. No one par-
ty, acting in isolation, can ever cure the
deep-rooted problems that you refer to of
duplication and rework and the myriad of
data formats that exist, just to name a few
inefficiencies.

"For those of us who are risk managers
who have worked hard to make the QIC a
breathing, living organization, we scratch
our heads and wonder why we were shot
down by an industry that so desperately

needs to listen to the customer. Sure, we can, and will, continue to
work with individual companies to try and raise their level of
quality, as they are our partners. But will risk managers ever look
at the industry as a whole and smile because we feel the same
pride in the level of quality with insurance as we do when we
look at our own products and services?"

Steve concluded, "A collective effort toward quality is needed
by the industry, in order to survive, and without the QIC, I don't
know where it will come from."

J. Patrick Gallagher Jr., chief executive officer of Arthur J. Gal-
lagher & Co., left me a voice mail. Pat said: "I liked your QIC arti-
cle. I happen to agree with you. I zhink we were the only broking
company that voted'no' to abandon the QIC. And it was not be-
cause the QIC was performing its function. I think, in fact, it had
gotten wayward. I told you at RIMS that that scorecard would be
the death of the QIC. The industry didn't need one more thing to
compete on."

By publishing the scorecard, Pat said, "we were sowing the
seeds of destruction among the people willing to pay $25,000 a
year to try to improve the quality. Nonetheless, the reason to be
has not gone away, which is frustrating."

And Peter Rousmaniere, president of Rousmaniere Designs, a
disability management consulting company based in Cambridge,
Mass; wrote{ «The part of the insurance industry I know a little
about, the propert*casualty side, has somewhat of an ambiva-
lent attitude about the marketplace and service quality, in partic-
ular regarding the insured. I have always been impressed, for in-
stance, that the workers compensation carriers devote so few-if
any-resources to studying employer behavior on safety, labor
relations and claims-making."

One insurance executive said simply, "And the industry won-
ders why the public has such a low opinion of it."

Obviously, support exists for a QIC. Are consumers, brokers,
insurers and consultants really going to abandon a concerted ef-
fort to improve quality in the industry?

I have been racking my brain about how to resuscitate the QIC.
The only idea I have come up with so far is an annual conference
where we could:

• Invite speakens from other industries 1mown to embrace qual-
ity efforts in order to learn from them.

• Showcase best practices in crucial aspects of the insurance/
risk management process.

• Develop qiiality initiatives.
Anyone interested? Anyone have a better idea?

Kathryn J. Mcintyre's commente,y appeans fortnightly. She
can be reached at kmcintw@crain. com.

HLF
Continued from page 1
U.K. and mainland European retail
business, international wholesale, in-
ternational construction, financial
services and marine brokerage.
Heath's strengths lie in U.K. retail,
aviation, UK construction, personal
lines, London facultative and non-
marine reinsurance. Together, they
operate in 41 countries.

While consolidation among insur-
ance brokers in recent years has led to
claims of restricted client choice, both
insurers and analysts stress the busi-
ness sense of this merger.

David Margrett, chief executive of-
ficer of Lambert Fenchurch, said he
had been contacted by a number of
clients following the announcement of
the merger. "All of their responses
have been positive. The insurance
companies, in particular, have been
saying it's great news," he said. Mr.
Margrett will serve as CEO of the
combined broker.

Roman Cizdyn, an analyst with
Menill Lynch Pierce Fenner & Smith
Ltd. in London, agreed that the dealis
potentially attractive to clients.

Because some clients want a broad-

er choice apart from the two domi-
nant global brokers, Marsh Inc. and
Aon Corp., ranking among the second
tier-as HLF will-is a competitive
advantage, Mr. Cizdyn said.

"Being big is important, and if you
get to No. 6 in the world, it's obvious-
ly going to help," he said, citing HLF's
own estimate of its post-merger rank-
mg.

Mr. Cizdyn agreed that the merger
"is a reasonable fit" for both Heath
and Lambert Fenchurch.

Derek Brighton, risk manager for
publishing group Reed Elsevier P.L.C.
in Sutton, England, and a former
chainnan of the Assn. of Insurance &
Risk Managers, said: "This is the right
move because the companies were not
big enough on their own, and fewer
AIRMIC members were probably us-
ing them. The new company should
be able to position itself as a bigger
player for multinational buyers."

Richard Reddaway, risk manager of
pharmaceutical company Glaxo
Wellcome P.L.C. of Greenford, Eng-
land, said: "Anything which provides
a more-robust alternative to the few

big brokers is good news. It will give
commercial and industrial buyers
more options."

A spokeswoman for the Assn. of

IPO
Continued from page l
& Lybrand L.L.P. was largely driven
by Kwasha's recognition that it
lacked the resources to move into new

areas and, without a partner, might
lose future business opportilnities.

Similarly, Mellon Bank Corp.'s ac-
quisition of Buck Consultants Inc.,
also in 1997, came after Buck execu-
tives concluded that they needed
deeper pockets to finance expanding
the company's benefit outsourcing
operations.

By contrast, the Watson Wyatt IPO
is intended to enable the company to
be more aggressive in making acqui-
sitions, some say.

The IPO coincides with a

turnaround in Watson Wyatt's finan-
cial performance. For the year ending
June 30, Watson Wyatt & Co. report-
ed record net income of $20.8 million
on revenues of $556 million. Total
1999 revenues for Watson Wyatt
Worldwide, which includes Watson
Wyatt & Co. and Affiliated companies,
was $761.3 million, including $647.1
million in benefit consulting revenues.

Thjs year's record earnings are a big
change from 1998, when Watson Wy-
att recorded a $126.1 million loss.
That loss was exclusively the result of
writing off its share of a joint benefit
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British Insurers said the proposed
mergerreflects the ongoing consolida-
tion trend in the insurance industry.
"It's all part of theneed tobebigand
to cut costs to compete in the global
market," she said.

"The negative side is there is one
less company competing in the mar-
ket. But there's still plenty of compe-
tition, and maybe the cost benefits
will be passed on to the clients," she
said.

HLF, which has already been incor-
porated for purposes of the merger, is
owned by the current institutional
shareholders of Erycinus P.L.C., the
parent company of Heath; members
of Lambert Fenchurch and Heath
management, who will collectively
own 30% of the new entity; and four
private equity firms, led by DLG
Phoenix Private Equity Ltd.

Apart from acquiring Erycinus,
HLF will acquire Lambert Fenchurch
for 145 pence ($2.35) per share, valu-

'Heath's strengths lay in
areas where we're not

so strong,' says David
Margrett of Lambert
Fenchurch.

ing it at almost £135 million ($218.7
million). The price represents a premi-
um of 66.7% over the 87 pence ($1.42)
closing price of the broker's shares on
Nov. 3, shortly before Lambert
Fenchurch announced it was in nego-
tiations with another party. Lambert
Fenchurch shares closed at 143 pence
($2.31) last Wednesday.

The merger will mean that Lambert
Fenchurch shares will be delisted
from the London Stock Exchange.
Heath has been privately held since a
management buyout in 1997.

Avoiding the pressures of public
ownership is a key attraction of the
deal for Lambert Fenchurch. Lam-

bert Fenchurch, which was formed
through the 1997 merger of Lowndes
Lambert Group Holdings P.L.C. and
Fenchurch P.L.C., aclmowledges that
it has been handicapped by needing to
perform to shareholder expectations.

Mr. Margrett said the merger talks
with Heath had begun several months
before this month's announcement,
prompted in part because "we've
found it rlifficult operating in the pub-
lie domain."

outsourcing venture, Wellspring Re-
sources L.L.C., that it launched in
1996 with State Street Global Advi-

sors. Looking only at continuing oper-
ations, Watson Wyatt earned a profit
of $13.7 million in 1998.

The decision to pull out of Well-
spring and exit the market for total
benefit outsourcing services was part
of Wyatt's strategy to focus more on
pure benefit consulting.

As part of that strategy, last year
Watson Wyatt also sold its risk man-
agement consulting business to Till-
inghast-Towers Perrin, and earlier
this yearit transferred its defined con-
tribution plan recordkeeping business
to First Data Investor Services Group.

Observers say Watson Wyatt, under
the leadership of Mr. Haley, is better
run and has a better sense of the kind

of firm it wants to be. Mr. Haley took
over as president and CEO earlier this
year.

"They really have turned things
around. Their direction and vision

have become much more focused,"
said Donn Bleau, national practice
leader in the employee benefits divi-
sion of Solomon-Page Group Ltd. in
San Diego, an executive recruiter.

As a benefit consultant, Watson
Wyatt is especially known for its ex-
pertise in retirement plans and com-
municati(ms consulting. Its health
care consulting unit is smaller than

Both Mr. Margrett and John

and new vice chairman of HLF, em-

merging companies.

so strong. Almost everywhere will be
shngthened."

Mr. Mackenzie Green took up the
explanation, citing as an example
clients in the construction business.

While Lambert Fenchurch has strong
representation internationally in con-
struction, particularly in Latin Amer-
ica, Heath has concentrated more on
U.K. construction, he explained. He
maintains this is not only complemen-
tary but also provides opportunities
for "generating new business, new
ideas and new products."

The merger announcement said
that combining the two brokers
would "significantly" strengthen their
regional positions in North America,
Australia and Spain.

Commenting on the U.S. market,
Mr. Margrett said Heath has one of
the fastest-growing wholesale broker-
age businesses in the United States,
while Lambert Fenchurch's New

York-based joint venture with Re-
liance Group Holdings Inc., New Cen-
tury Global, would help HLF produce
a broader product range.

"We have particular niches in inter-
national property, professional liabil-
ity, D&0, E&0 and risk transfer for
bigger U.S. retail corporations. We
hope to refine and grow on that," he
said.

Mr. Mackenzie Green said Heath
has seen strong growth in its U.S.
wholesale brokerage and health care
markets. In the health sector, he sees
room for HLF to expand in Latin
America, an area where Lambert
Fenchurch also has a strong presence
and where U.S. health insurers are ea-
ger to expand.

Lambert Fenchurch also an-

nounced its first-half results last week

for the six months to Sept. 30. It re-
ported a pretax profit on continuing
operations of £2.0 million ($3.2 mil-
lion), up 66.7% from the same period
last year. It cited steady growth in the
majority of its operating areas, with
some excellent new business gains. Its
professional risks business had a good
start, and its financial services opera-
tion continued to expand. Lambert
Fenchurch said growth in these areas
was offset by extremely difficult con-
ditions in personal lines, and, to a less-
er ectent, commercial business. Ell

that of its closest competitors, though
the unit is profitable and growing.

The announcement of the intended
IPO comes at a time when benefit

consultants, including Watson Wyatt,
say business is booming with double-
digit revenue growth.

Growth is being fueled by several
factors, including a wave of acquisi-
tions among clients, which generates
huge fees for consultants as they try to
help merged firms integrate disparate
benefit programs and administrative
systems.

Other factors driving growth in-
clude the plethora of conversions of
traditional pension plans to cash bal-
ance plans, an effort that requires sig-
nificant assistance from consultants.

The intended IPO will give new in-
sight into the market value of benefit
consultants. Determining such value
has been difacult, because the largest
firms are either privately held or are
units of other companies and, as a re-
sult, don't publicly report earnings.
Watson Wyatt, however, has for sev-
eral years disclosed its financial re-
sults in Securities and Exchange
Commission filings.

Until now, about the only indica-
tion of the market value of benefit

consulting firms goes back to 1997,
when Mellon Bank reported that it
paid $225 million for Buck Consul-
tants. ial
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OSHA trols, tracking progress, and identify- looking for, why are other states such Updates
ing and evaluating MSD hazards as Rhode Island, Washington and Mr
whenjobs change Jeffress' own state of North Carolma Embattled regulator re-elected

Continued from page 1 •Training This would include con- trying to roll out ergonomics stan-
employers would have a hard time ducting employee training at least ev- dards on their own? I think that what BATON ROUGE, La -Louisiana Insurance Commissioner Jim

knowing whether they were in com- ery three years The traming must be OSHA might flnd better is sittmg Brown is calling his re-election an exoneration by voters after a
pliance with the standard earned out at no cost to employees down with the vanous state orgariza- bitter campaign and his indictment earlier this year by a fede'ral

Meanwhile, the Senate failed to fol- and m all necessary languages boris, as well as mdustry, as well as la- grand lury
low the House's lead and pass leglsla- • Management for workers with bor, and hashing this out I think that "I feel fully vindicated," Mr Brown said after his Nov 20 re-
tion that would prevent OSHA from MSDs, which would Involve ensurmg would be in the best interest of busi- election to a third term He said the work he has done in two pre-
promulgating a standard until the prompt responses to an injured em- ness and the government ahke," said vious terms as insurance commissioner overshadows his indict-

National Academy of Sciences finish- ployee and access to a health care Mr Ewing ment by a federal grand Jury
es a congressionally mandated study provider, if necessary, for evaluation, The possible impact of the proposal Mr Brown, a Democrat, captured 58%of the vote to defeat Re-
of ergononucs The Senate bill's chief management and follow-up, at no on workers comp has raised concerns publican challenger Allen Boudreaux in the runoff election The
sponsor, Sen Kit Bond, R-Mo, has cost to the employee among employers, Insurers and rlsk candidates spent little time during the campaign discussing issues,
promised to continue his attempts to In addition, necessary work restne- managers choosing instead to attempt to smear each other through negative
block promulgation of the standard bon protections would have to be pro- "The business community sees the advertising
until the NAS study is completed, in vided durmg the recovery penod Un- ergonomics proposal as guernlla war Mr Brown campaigned under the cloud of the indictment that
about a year The Chamber's Mr der the proposal, an employer would against the state workers compensa- was handed down on Sept 24 (BI, Oct 4) He faces 56 counts, in-
Johnson said that OSHA was "almost have to provide 100% of regular pay tion system," said Enc Oxfeld, presi- cluding conspiracy and insurance fraud charges and allegations
thumbrng its nose" at Congress for and benefits for an injured employee dent of Washington-based UWC, a that he helped the owner of a failed insurance company avoid a
proceeding on the matter before the placed on hght duty dunng the recov- national busmess association special- $27 million lawsuit by the state

NAS had finished its study ery penod, or 90% of the pay and izing m workers comp The insurance commissioner has proclaimed his innocence in
Organtzed labor, which has long 100% of thebenefits fora worker who "We believe that the proposed stan- the ease, which lS expected to go to trial sometime in the next

pushed for an ergonomics standard, can't work due to ergonomics inlunes dard would amount to an enormous year

quickly embraced the proposal In a The benefits would last untll the ear- federal encroachment on state (work-
written statement issued before the hest of three events the worker re- ers compensation) laws by establish- Ergonomic injury rates studied
standard was tormally announced, turns to work, the MSD hazard is ing a federal compensation program
AFL-CIO President John Sweeney administered by OSHA The standard Employers that invest in preventive measures are significantly
called the proposal "a major step for- includes compensation reg prements less likely to have high rates of ergonomics-related work injuries
ward m the fight to end cnppllng 'OSHA says these are that are far more generous than any than those that don't, according to a recent survey by a health and

workplace Injuries " In addition, he state workers compensation program disability management services company
blasted what he said was "an unre- simple, easy things to and which do not require a claimant The survey, released by Philadelphia-based Intracorp only a few

lentmg and mean-spinted campaign do-this is not a simple to prove work-related disability Em- days before the Occupational Safety and Health Administration
by big-business groups and anti-worker members of Congress" against thing to do,' says Keith comystioning to expect worke

released its proposed ergonomics standard (see related story), was
insurance to cover based on responses from 164 companies Each of the responding

setting a standard Lessner of The Alliance. these new obligations, and that could companies had more than 1,000 employees in four categories-
While the Chamber's Mr Johnson create tension between workers comp manufacturing, transportation, wholesale/retail and health and

promised legal action, if needed, to Insurers and employers " business services

block rmplementation of the rule, Mr Others expressed additional con- Intracorp's survey found that while only 36% of the manufac-
Sweeney pledged that the labor feder- fixed, or six months have passed The cerns about the relationship between turing company respondents said they had devoted resources to
ation would "do everything we can to work restriction pay protection could workers comp and the proposed stan- preventing "lost-time" inluries, 70% of the respondents in this

help OSHA complete this rule-mak- be offset by workers comp or similar dard category reported a high or medium incidence of repetitive motion
ing and to issue a strong final stan- benefits "We're not arguing the merits of or cumulative trauma injuries
dard to protect workers " • Program evaluation at least every OSHA proposing to do an ergonomics More than half of the respondents in the health and business

The proposal would automatically three years, including consultation rule It sttll usurps the work comp sys- services category-54%-said they had invested in prevention ef-
cover about 16 milhon worksites with employees and recordkeeping tem, because lt takes those injuries forts, and only 33% of the respondents in that category reported
where employees perform manual requirements for employers with 10 or caused by ergonomics Into a separate having suffered high or medium rates of repetitive motion or cu-
handhng or manufactunng product more employees class of mlunes, which is not what the mulative trauma injuries
jobs, as well as other general Industry Some employers would be covered work comp system is all about," said Additional information on the survey is available at www intra-

worksites where one or more employ- by a grandfather clause if they could Arlene Ryndak, a workers comp spe- corp com

ees experience work-related MSDs estabhsh that they had programs in ciahst with the National Assn of In-
after the final standard takes effect place that met the following condi- dependent Insurers in Des Plalnes, Ill Briefly noted
The measure would specifically ex- tions "OSHA says these are simple, easy
empt, however, the construction, mar- • They fulfilled the standard's basic things to do-this is not a sinple thing The Louisiana United Businesses Assn. Workers' Compensation
itime and aglncultural sectors of the requlrements to do," said Keith Lessner, vp-safety Fund is paying a dividend of $2 3 million for 1999, the largest re-
economy, though Mr Jeffress said • They were implemented and eval- and environment for the Alliance of imbursement in its history The dividend will be shared by the
these sectors would be addressed m uated before the standard took effect Amencan Insurers m Downers Grove, fund's more than 5,500 policyholder members According to the
the future • They had eliminated or matenally Ill fund, the dividend resulted from its employer members' commit-

Under the proposal, employers with reduced MSDs Mr Lessner noted that one of ment to keeping losses down Meanwhile, Ohio's private employ-
manual handhng or manufactunng OSHA m11 accept wntten com- OSHA's stated reasons for issuing a ers will get a dividend credit amounting to more than $622 million
production jobs would have to imple- ments on the proposal postmarked by standard is to urge workers to come on their workers compensation bill next month The dividend re-
ment a basic program that would m- Feb 1,2000 Pubhe heanngs will then forward with complaints of ergonom- sulted from better-than-expected returns on investments held by
clude be held in Washington, Chicago and le Injuries, which, in many cases, w111 the state Bureau of Workers' Compensation The Reinsurance

• Management leadership and em- Portland, Ore, and the agency hopes be manifested as pain and suffenng Assn of America has voted to allow reinsurance brokers to loin
ployee participation, including having to issue a final rule by the end of next rather than a more evident physical the Washington-based association as affiliated members
a specific individual who is responsi- year The standard would take effect injury Rather than combine two human resources operations that employ

ble for ergonomics training, making 60 days after the pubhcation of the fi- "I think the more driv-ng mecha- approximately 1,000 people, the newly merged British Petroleum
sure that company pohcies don't dis- nal rule msm is not necessarily tc encourage and Amoco Corp , now called BP Amoco PLC,is preparing to
courage employees from reporting Judging from the comments already employees to report pain The more outsource its benefit administration and other HR functions in a

problems, and informing employees made by employer representatives, important reason for uslng the comp deal valued at $300 million to $750 million over five years, accord-
about how they can be involved in the OSHA will be heanng quite a lot on mechanism is that it puts:he enforce- ing to company sources Details have yet to be announced The
ergonomics program its proposal during the next few ment onus on the employer," said Mr· New Hampshire insurance commissioner has taken control of

• Hazard information and report- months Lessner Tufts Health Plans of New England following a court-ordered re-
ing This would involve giving em- "The question that needs to be "It clearly is an mappropnate use of habilitation of the Bedford, N H -based HMO Tufts, which oper-
ployees periodic Information on such asked is, why not wait until the NAS the compensation mechanism," he ates in Maine, New Hampshire and Rhode Island, had losses total-
matters as ergonomics risk factors study lS completed and released be- said ing more than $41 million this year Metropolitan Life Insur-
and warning signs of MSDs, as well as fore setting forthwith a proposed er- "Even employers with the best m- ance Co is seeking approval for its plan to demutualize and
setting up a system for the reportmg gonomics standard?" said Lance Ew- tentions wlll have a hard time know- launch an initial public offering New York Superintendent of In-
of MSD symptoms ing, chairman of the Risk & Insurance mg whether they've comphed with the surance Neil Levin will hold a public hearing Jan 24 on MetLife's

The proposal would also create a Management Society Inc 's external standard," he said plan Standard & Poor's Corp and Moody's Investors Service

"quick fix" category for problems that affairs team and director-insurance Other observers have questioned Inc have lowered their ratings of workers compensation insurer
can be corrected quickly A quick fix and loss prevention for GES Exposi- the efficacy of the proposed standard Superior National Insurance Co., with negative implications S&P

would involve promptly providing tion Services Inc in Las Vegas "Our big issue with this is that our lowered its financial strength rating of Superior National to BB+
care for the injured employee, work- Mr Ewmg noted that many compa- members have received no assurances from BBB, while Moody's cut its financial strength rating to Ba3
Ing with employees to ellminate the mes already have implemented suc- from OSHA that what they're propos- from Bal Both rating agencies cited, among other things, the Cal-

hazard within 90 days, venfying that cessful ergonomics programs "Now ing wlll actually improve workers' abasas, Calif -based insurer's dispute with Inter-Ocean Reinsur-
the fix had worked for another 30 they haveto wait andseeif theirpro- safety When we surveyed our mem- ance Co Ltd over $175 million in reinsurance recoverables

days, and keeping records of the quick grams fit into the OSHA ergonomics bership back in March, 80% said they Frontier Insurance Group Inc. reached an agreement last week
fix In addition, the proposal calls for box Mr Jeffress has developed," he had written safety and health pro- with Clarendon Insurance Group of New York under which Fron-
the establlshment of a full ergonomics said grams," said Jennifer S Krese, direc- tier will have access to Clarendon insurance subsidiaries rated A

program if the quick fix fails to cor- He added that a number of ques- tor-employment pohcy for the Na- or higher by A M Best Co Earlier this month, Best downgraded
rect the problem or if another MSD of lions need to be answered before a tional Assn of Manufacturers m Frontier to B++ after the Rock Hill, N Y -based specialty insurer
the same type occurs on the job with- standard can be promulgated, mclud- Washington announced a charge due to increasing liability claims A group

m three years mg the role of workers compensation If OSHA promulgates a standard, of six companies found liable for a 1987 railroad car fire agreed
Employers with reported MSDs in a modified work or hght-duty pro- the NAM willioin in suits to block it, last week to settle a class-action lawsuit for $215 million A

must implement additional measures, gram, how one proves that an er- she said "In the Interlm, the NAM Louisiana state court judge in New Orleans gave preliminary ap-
mcluing gonomics inJury was work related, w,11 use the force of its membership to proval to the settlement offered by defendants Phillips Petroleum

• Job hazard analysis and control, and what happens d an employee hold OSHA's feet to the fire to have Co, General American Transportation Corp , GATX Terminals

which would incorporate analyzing "balks" at the OSHA quick fix the science before it regulates," and Corp, Mitsul & Co, Illinois Central Railroad Co and Alabama

lot* for ergonomics risk factors, "In addition, Cahfornia has rolled the organization wlll "absolutely" be Great Southern Railroad Co In 1997, a jury awarded $3 4 billion
working with employees to reduce out its own ergonomics standard that encouraging its members to submit m punitive damages against four of the defendants A hearing for
MSDs, uslng personal protective has proven successful in the past two wntten comments on the proposal, final approval of the settlement will take place next March
equipment to supplement other con- years If this is i not what OSHA iS she said
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Reliance "If we were 10 times larger we would fight left the company, said Mr Van Gilder About
it out in the courts, but it is a large problem for 200 Reliance National employees have left in Bi Insurance Index

Contmued from page 2 ihe relative size of the company It has the po- recent months 2,200
tential to become a marketmg issue and an is-

current focus for Rehance, it must also ensure sue with the rating agencies," he said "Mistakes were made, and it will cost the
company a lot of money to deal with those i 2,150

that policyholders do not flee to more secure Rehance is currently negotiating with sever- mistakes," he said 2,100insurers dunng the current renewal season, he al other parties involved in the pool, and it ex-said Mr Van Gilder, 55, was most recently a con- 12,050pects to settle its habilities for less than $100 sultant Prior to that he was chairman of Men-The appomtments of Messrs Nhller and Van milhon, Mr Mliler said 10 Park, Calif -based Risk Management Solu- 1 2.000Glider should help Rehance turn itself around, There are more than 30 other parties that tions Inc, and for 24 years before that he was 1950
said William M Wilt, vp and senior analyst at must sign on to any agreement, so it will like- with Chubb Corp , where he rose to the posi-
Moody's Investors Service Inc in New York, ly take some time, but "we expect to get tion of executive vp and chief underwriting 1,900
which also is reviewing its rating of Reliance officer

They'll bring an outsider's clear, objective Most of the action that needed to be takenopinion on what needs to be done, and they 'Mistakes were made and it will on the underwriting side has been done with 1,800 a11111won't have any emotional ties to particular the elimination of $300 million of poor per-businesses that need to be looked at more cnt_ COSt the COmpany a 'Ot Of mOney forming business, Mr van Gilder said But heically," he said to deal with those mistakes,' will continue to oversee a review of all of Re- IJII--lllllll
Rehance Group's stock was trading at $3 81 hance National's business, and that unll likely 10/8 10nS 10/22 10/29 IlA 1182 11n911/26

--per share last Wednesday Both new execu_ says new Reliance National CEO lead to the insurer dropping more unprof-tives' compensation is tied to improvement m George Van Gilder. itable business, he said Source CNET /nvestor (investor cnet corn) Boulder, Colothe company's stock pnce
Reliance National wrote a total of $3 4 bil-Mr Miller, 58, spent 12 years at Chrysler hon in gross premiums in 1998Corp, including serving as chid financial of- "It doesn't seem to me that there is any ma- [pcicifast-pbeoptios

ficer and vice chairman Then, in the late through it over the next col.ple of months," he Jor segment of this company that needs signif-1980s and 1990s, he took on several shorter- said As ot Nov 19

icant pruning 95% of what we have is lust Call Pnce Call Pnce

term appomtments at troubled companies, m- spread bid/askThe settlement of the Unicover issues will fine It is put together carefully and priced spread bid/ask
National Annual 1999cluding Momson Knudsen Corp, Federal put Reliance in a more certain financial posi- nght," Mr Van Gilder said

also spent two years as an adviser at Aetna the debt that is due next year, Mr Miller said cessful In retaining most of its profitable busi-

California Annual 1999
60/80 140/195

1
60/80 01/-Mogul Corp and Waste Management Inc He tion and allow it to raise capital and refinance Thus far, Reliance National has been sue- 80/100 06/- 80/100 01/0 4

100/120 02/- 100/150 01/08Inc when it transformed itself from a multi- Mr Miller will also work with Mr Van ness despite the questions surrounding its fi- 150C 01/20
line insurer Into a health Insurer Eastern December 1999Gilder to review Reliance's underwriting to nancial ratings, he said Western Annual 1999

10/20 -440 80/100Mr Miller said he expects to brmg focus and try to ensure it will not have to take special "Pollcyholders value the slalls of our people, , 20/30 -/20 -/19

urgency to Reliance and to help ensure that charges to bolster reserves in the future, he the relationships they have and the services  40/60 -/20critical decisions are made and executed said National Annual 2000

"We need to get things back on track, and that we provide them," Mr Van Gilder said I 60/80 -418 100/150 67/-

"The business of insurance is nsk, and you'll The Reliance companies have, so far, been Southeast December 1999 150C 50/-

there are a couple of clouds that have to be re- never ehminate that, but they could have done largety successful in retaining business, 40/60 -418 190/195 03/05
moved," he said ! 60/80 -/16 200/250a better job of avoiding some of things that agreed Charles Ruoff, senior vp and chief T 80/100 -/14 30/-

The most immediate problem facing Re- cropped up this year," Mr M]ller said marketing officer at broker Acordia Inc in In- fliance is the uncertainty over Unicover, Mr
Miner said Many of the underwnters who were respon- dianapolls

sitle for the poorly performing business have .We have given all the publlcly avallable Irl-  rifwoorittonooncasicoapt0's1)hicago Board of
Letters formation to those clients that are concerned, Trade at 312-435-3674

and tne majority of those have renewed with I
Rehance," said Mr Ruoff 1 Source Chicago Board ot Trade

Cont:nued from page 8 Policyholders are malang that decision for a -
fectively becomes a remote cause The re- variety of reasons, he said Some value conti-

distortion, or corruption of any computer mote cause is rendered inevitable by the nuity because they have multiyear contracts British Issues
data, coding, programs or software " The proximate cause The proximate cause is or have outstanding claims with Rehance, oth-
first step is to look for the cause of the the previous economic decision to save ers like the innovative products that Reliance Price P/E Div Yield 52-week ,

event and corresponding date of occur- money by maintaining the two-digit dating has developed over the past several years andrenee Companies pence pence % high-low
systern the prices the insurer charges, while still oth-The cause is best described as an econom- The diligent approach would have been to ers prefer the generally higher standards of Legal & Gen 179 575 36 20 237-142

ic decision made by companies to shorten spend "a little more" money then, to avert service that Rehance provides, he said Royal & Sun 401 - 23 0 57 633-379the amount of computer coding required the incurrence of significantly more money If a client is not unhappy with regards toSuch a decision is hardly reflective of the later It does not appear that a Y2K failure service, then they are not necessarily inclined Brokersdue diligence required of a policyholder un- falls within the scope of sue and labor to move," Mr Ruoff said
der its contractual/policy obligations Sim- Moreover, it seems that the due diligence Underlying the renewal process is a general Lmbrt Fenchurch 143 105 42 30 14358ilarly, such an economic decision is not a (or lack thereof) required by the policy- shift m pricing m the market, he said JLTperil insured against, as required by the holder may arguably preclude a claim for 248 126 120 49 286-166

language of the sue and labor clause "Six or nine months ago, you could haveremediation

A Y2K failure, either to the computer it- gone to another market at the Same Or lower Note Pncesare Nov 24 downgs, other numbers from Nov 23
self or consequentially to third parties, ef- Timothy M. Foran Jr. pI'lee, and that may not be the case today," Mr L

-Voorhees, N J Ruoff said »_ Source CNET/nvestor(Investor cnetcom) Boulder, Colo
--
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Top advancing issues Aon Corp, Kaye Group Inc, Baldwin & Lyons Inc Leading dectiners Safeguard Health Enter, Frontier Insurance Group, LaSalle Re Holdings Ltd Most active issue: Citigroup The 8/ Index fell 2.6%, the Dow Jones 30 Industrialsdecreased 0 04%, the S&P 500 declined 0 4%, and the NYSE Composite fell 1 0% Average P/E· Brokers, 18 1, Insurers/reinsurers, 19 7, HMOs, 13 8.
Source CNET /nvestor (investor cnet com), Boulder, CO
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D & 0 and Corporate Liability protection

I T looked to be a year of successes. Projected sales looked

good. The acquisition appeared sound. A new distribution

channel promised an even brighter future. Then the world

crashed around you. Projected sa.les never materialized.

The acquisition is hemorrhaging money The distribution

channel doesn't work. It gets worse. Your stock price has

fallen. Shareholders are suing Your corporate and personal

assets are at risk. It's every CEO's worst nightmare.

This isn't about misconduct. This is about good faith

estimates gone terribly wrong.

This is the real world companies live in. And if your com-

pany is not properly covered, the world becomes an ugly place.

How can AIG help? By doing things others can't. By

taking what you've always thought about insurance and

turning that notion on its head.

Who insures 1
I

-

Take our Directors, Officers and Corporate Liability

insurance. Last year, we provided expert, counsel, crisis

management service and loss mitigation solutions in nearly

one-third of all securities-related lawsuits. From coverage

for securities litigation. to discrimination and harassment

suits. to the legal costs of an SEC investigation. few insurers

can match the breadth of our coverage and experience. In

fact, the AIG Companies have more ways to protect corporate

balance sheets against risk. as well as the personal assets

of individual directors and officers, than anyone else. And we

have those capabilities worldwide.

We've built our reputation on fulfilling promises. And

because that reputation is solidly backed by Triple-A-rated

financial strength. you can rest assured that the AIG Companies

will be there for you.

So no matter what the risk. no matter where the risk, the

AIG Companies have the resources and experience to custom-

tailor a policy that helps protect you from the unexpected.

E-mail us directly at managementliability@aig.com or

call your broker for rnore information.

What's the worst that could happen? That's what we

think about every day.

AIG
WORLD LEADERS IN INSURANCE AND FINANCIAL SERVICES

ALL FORMS OF COMMERCIAL INSURANCE • PERSONAL AUTO AND HOMEOWNERS INSURANCE • LIFE, ACCIDENT
AND HEALTH INSURANCE • RETIREMENT PRODUCTS AND MUTUAL FUNDS THROUGH SUNAMERICA • WWWAIGCOM


