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Updates
Judge: Medicare HMOs can cut
drug coverage in Massachusetts
BOSTON-Health maintenance organiza-

tions in Massachusetts can scale back prescrip-
tion drug benefit coverage to Medicare benefi-
ciaries, a federal judge has ruled.

U.S. District Court Judge Richard Stearns
said a 1997 federallaw pre-empts a 1994 Mas-
sachusetts law and regulation that requires
Medicare HMOs to provide unlimited or no
prescription drug benefits.

Judge Stearns' ruling follows nearly three
months of battles between Massachusetts

HMOs and the state's Division of Insurance

See Updates on na* page

New Jersey seeks control of HMO
By JERRY GEISEL

TRENTON, N.J.-New Jersey
regulators will go to court next
week seeking to take control of
one of the state's largest health
maintenance organizations and
place it in rehabilitation.

That action follows state super-
vision of Health Insurance Plan of

New Jersey, after the HMO's fi-
nancial condition deteriorated. At

the end of June, the not-for-profit
HMO reported a deficit of $9.5
million, an amount that had risen
to more than $20 million at the

end of August.

"Based on what we have

learned, we have determined that

the next appropriate step to pro-
tect members and health care

providers is to seek legal action to
keep the HIP health care network
operating while we take control of
the finances of the company,"
New Jersey Department of Bank-
ing and Insurance Commissioner
Jaynee LaVecchia said in a state-
ment.

State officials said providers
cannot seek recovery from em-
ployers or enrollees of any claims
HIP has not paid. Employers with
contracts with HIP can continue

Rules clarify
birth law

compliance
By JERRY GEISEL

WASHINGTON-Federal regulations issued last week
provide long-awaited guidance to employers on how to
comply with the law that sets minimum hospitalization
coverage requirements for women and their newborns after
delivery.

Under the Newborns' and Mothers' Health Protection Act

of 1996, group health care plans must cover inpatient care

·79, for at least 48 hours after a normal vagi-
8nal delivery and 96 hours after a Caesare-
1*0 an section.
-T/%list:, While the law's basic requirements are

-1/32< straightforward, questions have popped
.flfism up in several areas, including:
a f\·4 • Exactly when the 48-hour and 96-

368 '8»· hour clocks start ticking.
• What incentives, if any, health care

plans can provide to encourage women to leave the hospi-
tal before the mandated length-of-stay requirements ex-
pire.

The regulations, published in the Oct. 27 issue of the Fed-
eral Register, provide answers to those and other questions.

"In general, the rules appear to be a reasonable interpre-
tation of the statute," said Pamela Scott, a principal with
PwC Kwasha in Fort Lee, N.J.

The rules, which for most employers will go into effect
Jan. 1, use examples to answer questions about the law.
Some of the questions that have arisen include:

Q: The law bars health care plans from restricting hospi-
tal coverage to less than 48 hours following a vaginal deliv-
ery and 96 hours following a Caesarean section. Exactly
when do those time periods begin?

A: In general, for births in the hospital, the coverage
See Births on page 22
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to offer HIP, but new enrollment
is frozen for now. HIP has about

194,000 enrollees.

A spokeswoman for the depart-
ment said it was premature to say
what has caused HIP's financial

problems.
Some observers say HIP's finan-

cial woes are a reflection of failing
to keep rates up with expenses.

"They did not charge enough
premium commensurate with ex-
penses," said Paul Bonsee, a se-
nior vp with Sedgwick Noble
Lowndes in Roseland, N.J.

"Their rates tended to be low

compared to others, though per-

haps their overhead was lower,
too," added Eileen Settineri, a

consultant with Watson Wyatt
Worldwide in New York.

Others note that HIP's problems
are a reflection of an environment

that was, until recently, highly
competitive, with HMOs holding
down their rates to win market

share.

"For the last couple of years,
not many of the plans in the state
have made money. Medical loss
ratios have gone up, but premi-
ums have been stable," said Paul
Langevin, president of the New
Jersey Assn. of Health Plans, a

Insured losses

from Mitch are low
By RODD ZOLKOS

and SALLY ROBERTS

With Hurricane Mitch weakening considerably from
its early fury by late Friday afternoon, owners of the
commercial property that remains in the storm's path
were breathing a sigh of relief and preparing for heavy
rains.

The storm had wreaked havoc in some areas of Hon-

duras, where it flooded neighborhoods, damaged bridges
and tore the roofs from homes.

At least 50 deaths-primarily in Honduras, but also in
Nicaragua and Mexico-had been attributed to the
storrn as of Friday, as Mitch moved slowly across Hon-
duras, prompting fears of continued flooding in coastal
regions.

Insurers and brokers who were questioned reported
few commercial clients in Honduras and no indications

of insured losses, however.
"It doesn't look like we have much exposure there," a

CNA Insurance Cos. spokesman said.
While the company has "a little commercial" coverage

through a fronting arrangement in Honduras, it hadn't
received any claims and didn't anticipate any, the

See Mitch on page 30

state HMO trade group in Tren-
ton.

HIP's financial problems came
in the wake of significant change
for the HMO. Last year, HIP sold
23 health care centers to Pinnacle

Health Enterprises, a subsidiary
of PHP Healthcare Corp. in Res-
ton, Va. As part of that deal, Pin-
nacle agreed to provide health
care services to HIP enrollees in

exchange for capitated payments
equal to a percentage of premiums
collected by HIP.

According to the Department of
Banking and Insurance, Pinnacle

See HIP on page 31
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Onlookers in La Ceiba, Honduras, survey damage to
a bridge that collapsed when hurricane winds bat-
tered the area (top). A satellite image shows the hur-
ricane after it was upgraded to Category 5.

Publisher sued over benefits
Time Warner denies federal charges it misclassified temporary workers

By ROSEANNE WHITE

A government lawsuit sounds an-
other warning that employers must be
extremely careful if they exclude tem-
porary employees or independent con-
tractors from benefit plans.

The U.S. Department of Labor last
week sued Time Warner Inc., Time
Inc. and its subsidiaries, and plan ad-
ministrators, alleging that Time Inc.
and its various subsidiaries and divi-

sions have misclassified workers as

temporary employees or independent
contractors. The misclassifications re-

suited in denying those workers par-
ticipation in benefit plans, according

to court papers.

The Labor Department also alleges
that the companies "manipulated
breaks in service" so that temporary
workers could not meet the length of
service that would put them in an em-
ployee class eligible for plan partici-
pation, according to the complaint,
filed in U.S. District Court for the

Southern District of New York.

The message employers should re-
ceive from the Labor Department's
action is that plan sponsors must be
"excruciatingly explicit" in stating in
benefit plan documents which em-
ployees are included and which are
excluded from participation, said
Frank Cummings, a partner with
LeBoeuf, Lamb, Greene & MacRae in

Washington.
Pamela Scott, a principal with PwC

Kwasha in Fort Lee, N.J., said the is-
sue of worker classification is a long-
standing one, though it has become
more visible because of the increased

use of temporary workers and inde-
pendent contractors.

If employers can reduce costs by ex-
cluding certain categories of employ-
ees from benefit plan participation,
"the government may feel it needs to
stretch the boundaries of the employ-
er-employee relationship in order to
include more employees," she said.
"Clearly, the government is trying to
challenge employers' views of which

See Lawsuits on page 4
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Updates
HMOs win drug benefit ruling

Employers move away
Conhnued from premouspage
over the nght of the HMOs to cut prescnption drug benefits (BI, Aug 24) from strict sick days

That battle began in August, when several HMOs said they Intended
to pare back benefits to keep coverage affordable The Division of Insur- By AMANDA MILLIGAN dren," said Ms Richman "It's a not address the real issues that are
ance said the cutbacks violated state law, and it sued Harvard Pilgnm lot worse to have somebody who driving employee absenteeism,"
Health Care to prevent any reduction in benefits In turn, the Mas- Honesty is the best policy when has to deceive their employer Paul Gibson, an attorney and hu-
sachusetts Assn of HMOs sued the Division of Insurance Those suits lat- a family issue requires an employ- It's about developing an atmo- man resources analyst with CCH,
er were combmed before Judge Stearns ee to take time off, employers say sphere of trust and support " said in a statement about the sur-

Massachusetts is the only state with a prescnption drug mandate on When an employer fails to ad- In a recent survey by CCH Inc , vey "There's little value in out-
Medicare HMOs But had state regulators prevailed, that could have giv- dress family needs, however, em- a Riverwoods, Ill -based tax and dated plans that cost organiza-
en the green light to other states to impose their own benefit mandates ployees may feel they have to hide business law Information tions more, are not flexible
on Medicare HMOs, raising the cost of coverage and making the plans the real situation, often masking a provider, the category of "family enough for today's workplace and
less attractive to retirees family issue by taking a sick day, issues" was the most frequently fail to meet even the basic needs

A Harvard Pilgrim spokeswoman hailed the decision as enabling it to said Amy Richman, a senior re- cited reason for unscheduled ab- of the workers "
provide to its membership the "most generous benefits we can afford " search consultant for WFD, a sences-unseating "personal ill- Time off to handle personal

Massachusetts Attorney General Scott Harshbarger said he would at- Boston-based resource and refer- ness" for the first time in the sur- needs "is no longer a taboo thing
tempt to work with the state's representatives in Washington to find a ral service vey's history The survey was first to ask," said Chris Kleldsen, vp of
legislative solution "(Employees) call in sick and conducted in 1995 community and workplace pro-

Last month, Sen Edward Kennedy, D-Mass, unsuccessfully tried to use their sick time for their chil- "Traditional sick-leave plans do See Sick days on page 6
attach an amendment to a broader budget bill that would have protect-
ed the state mandate from federal pre-emption

CIAB: Disclose compensation Analysts hit performance
1

WASHINGTON-The Council of Insurance Agents & Brokers is urg-
ing Its members to disclose to their chents any compensation arrange- of commercial P/C industryments they have with msurers

"The Council's members believe that their clients' interests and con-

cerns are paramount We think that tlus disclosure wlll permit open and By MARK A. HOFMANN The industry is a brackish pondThe Th,rd Annual
frank discussion about compensation arrangements with insurers, if the 1.. inhabited by a lot of pretty ugly
client chooses," Ken A Crerar, premdent of the Council, said in a release PHILADELPHIA-The commercial property/casu-

Producerg forum
ducklings," observed Alice D

on the association's position on producer compensation alty insurance industry isn't writing at a profit and Schroeder, managing director of
In its position statement, the Council said it supports the long-stand- isn't likely to do so for the short term  Paine Webber in New York The ana-

mg practice m the industry of insurers compensating agents and brokers That prediction, made by a panel of stock analysts, lysts assessing the present and fu-
"We beheve that such arrangements enhance an agent's or broker's abil- wasn't the only projection made during Common- ture of the industry agreed that
ity to access markets in the chents' interest Such arrangements also en- wealth Risk Services L P 's Third Annual Producer's there's more than a little room for

able and encourage agent and broker mvestments m technology, market Forum in Philadelphia late last month There was a cm improvement
research and risk management methods that deliver value to chents over peek into the nature of risk management during the "We conclude that the insurance

the long term by lowenng the cost of nsk " next millennium as well from Business Insurance's Industry lS writing at no profit," said Weston M
However, because "even the perception of a confhct of interest is detn- 1997 Risk Manager of the Year Hicks, senior research analyst with Sanford C Bern-

mental to developing a trustmg relationship," the Council urges mem- Right now, the outlook for traditional property/ca- stein & Co Inc in New York He said he believes the
bers to disclose to chents that they may have compensation arrange- sualty insurers isn't all that inspiring, noted the three combined ratio for commercial lines is actually
ments with some insurers and to discuss the matter further rf clients have stock analysts assessing the state of the industry See Forum on page 12
questions or concerns

Aetna appeals Texas decision Study links Deadlines near
NEW ORLEANS-Aetna Inc lS appeahng a Texas federal court deci-

mon that upholds the right of mjured patients to sue their health mainte-
nance organizations for damages

WellneSS, costs for upcoming
Aetna subsidianes challenged Texas' groundbreakmg "right to sue

law in 1997 almost immediately after it became law But U S District By ROBERT KAZEL exams at 100%, gave free directories
Judge Vanessa Gilmore ruled on Sept 18 that patients alleging made- prenatal health care and
quate care should have their day in court (BI, Sept 28) As do many employers, maintained fitness centers Business Insurance will publish its an-

As part of her ruling, Judge Gilmore also invahdated an independent Chevron Corp and Marriott for ltS workers, said D'Ann nual Directory of Employee Benefit Con-
review process the law created for HMO members who are denied treat- International Inc wondered Whitehead, manager of pre- sultants in the Dec 14 issue, which also
ment by their health plan Texas Attorney General Dan Morales has ap- whether they were conduct- ventive health services will contain a report on the benefits mar-,
pealed that portion of the decision to the 5th U S Circuit Court of Ap- ing enough disease preven- In the case of Marriott, the ket To be included in the directory, com-
peals tion programs to make a Washington-based company panies must generate at least $500,000 in , I

The case has been closely watched nationally because Texas was the dent in overall health care already was running some revenues from direct, unbundled benefit
first state to pass legislation allowing lawsuits against HMOs Other costs wellness programs out of its consulting Completed directory ques-
states and Congress have been considering similar measures Recent But the two companies corporate headquarters, tionnaires must be submitted by the ex-
court decisions have permitted HMO malpractice suits m at least two Ju- found that preventive pro- though most of the hotelier's tended deadline of Nov 13
Ilsdlctlons grams were, for the most far-flung workforce had to The deadline for returning question-

• A federal judge m Connecticut ruled last week that patients can sue part, uncharted territory settle for whatever preven- naires for the annual Directory of Man-
HMOs In that state for neghgence The ruling mvolved a 16-year-old who For example, up-to-date tive programs their health aged Care Providers is Nov 6 Companies
kllled himself the day he was placed m a drug treatment program by data on helping depressed maintenance programs of- must provide a health maintenance orga-
Physicians Health Services, a Trumbull, Conn,HMO employees find therapy and fered, said Karen King, nization, point-of-service or preferred

• A week earher, a Pennsylvania appellate court issued a ruling open- support programs didn't ex- director of benefit opera- provider organization product to be in-
mg the door to malpractice suits against HMOs m that state (BI, Oct 26) ist or didn't yield a clear lions cluded

Aetna's appeal was filed Just days before one of its subsidianes became statement on how much the Marriott and Chevron, BI's directories are published as an ed-
the first msurer to be sued under the 19971aw The family of a 68-year- help would improve the com- along with four other large itorial service, there is no charge to be in-
old Fort Worth man filed suit last Monday, allegmg that NYLCare pames' bottom line employers, recently engaged cluded If your company meets the crite- ,
Health Plans denied him adequate hospitalization despite suicidal irn- Chevron already believed in a study to see if such risk ria for either directory but has not re-
pulses and protests from his physician After his discharge, the man it was doing quite a bit in the factors as stress, depression ceived a questionnaire, please call Direc-
drank antifreeze and died NYLCare, which Aetna acquired m March, area of health services The and diabetes could be associ- tory Editor Sandra Budde at 312-649-
said it would vigorously defend itself against the allegations San Francisco-based gaso- ated with higher medical 5279 and request the appropriate ques-

line and chemical company costs Although this causal tionnaire

TIG mulls sale, other options covered preventive health See Stress on page 22

NEW YORK-Insurer TIG Holdings Inc is "considenng strateglc al- inside
tematives" with its mvestment banker, Goldman Sachs & Co, including
a possible sale, restructuring or recapitaltzation of the company, officials
announced last week • A new mandate for mastectomy reconstruction includes Insurance Services Guide 04

See Updates on page 30 some puzzling and wasteful requirements, this week's ed- Internationpl 09
itonal says PAGE 8 Legal Briefs...... ..... ...... ................20

Errors & omissions Letters

• Losses from the latest flooding in Great Britain haven't Opinions............................ . .
• Due to an editing error, an item in the Oct 19 issue incorrectly stat- been estimated yet, but the U K Environment Agency's Perspectiveq 19

ed that Arthur Schwartz was leavmg the National Society of Profes- warning system has again drawn criticism PAGE 23 Ticker..............._ .......31

sional Engineers to loin a law firm In December, Mr Schwartz w111 be-
come a vp at Ames & Gough, an Insurance agency with offices m Boston
and Washmgton, D C Departments Business Insurance (ISSN 0007-6864) Vol 32, No 44, is published weekly
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• The Buslness Insurance stock index was miscalculated m the Oct 16 Advertiser Index .- . .27 Periodicals postage Is paid at Chicago and at additional mailing oMices

and Oct 23 issues On Oct 16, the mdex should have been reported as Ask a Casualty Actuary 19 POSTMASTER Send address changes to Business Insurance, Circulation

Department, 965 E Jefferson Ave , Detroit. Mich 48207 $4 a copy and $87
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Scott Lange will retire from Microsoft Corp.

Company insured in explosion
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Microsoft's Scott Lange logging off
By DAVE LENCKUS

REDMOND, Wash.-Heeding his own
advice to risk management students about
not subordinating family life to career,
Scott K Lange will retire Dec. 1 as director
of risk management for Microsoft Corp.

Mr. Lange, 43, said he is not leaving Mi-
crosoft to take another position. He said his
decision is based solely on his desire and fi-
nancial ability to leave Microsoft and spend
more time with his family.

Mr. Lange said he prefers to consider his
departure as his retirement rather than as a
resignation. Resignation, he said, "has a po-
tentially negative connotation."

Mr. Lange acknowledged that a few orga-
nizations have "enticed" him with opportu-
nities and that he probably will return to
the industry in some capacity. But the 1995
winner of Business Insurance's Risk Man-

ager of the Year Award said he will not al-
low any future venture to cut into the time
he wants to devote to his wife and three

children.

Mr. Lange joined the software giant in
January 1990 as its first risk manager. He

previously was the liability and aviation
manager for The Boeing Co.

During an interview, Mr. Lange several
tirnes referred to his position at Microsoft
as "the best risk management job in the
world." He called his work "exciting" and
said his pos .tion gave him the opportunity
to do "a lot of innovative things."

Mr. Lange often professed the importance
of risk managers stepping forward and
helping senior management with their busi-
ness strategy efforts. Risk managers can aid
top management by helping them redefine
risk and re--evaluate how to finance it, re-
gardless of whether the exposures are in-
surable, he said.

Microsoft s marquee name, which makes
"people want to deal with you," and Mr.
Lange's relationships at the office also
made him look forward to going to work
every day, he said.

"I absolutely love this job," he said. "But,
I can't get what I want with my family" and
work at Microsoft.

Mr. Lange said his commute to and from
his home in Edmonds, Wash., a community
north of Microsoft's Redmond campus, ate

Pakistan, Indonesia criticized
By MARIA KIELMAS

Political risk insurers could face potentially huge
claims following government actions in Pakistan and
Indonesia that insurers and brokers say are tanta-
mount to expropriation.

Foreign investors in power utility projects in the
two countries have seen their power purchase agree-
ments suspended or threatened with cancellation,
which could result in billions of dollars in losses.

In Pakistan, the government is waging an acrimo-
nious battle with foreign investors, known as inde-
pendent power producers. The government has
threatened to cancel 21 power producers' electricity
contracts unless they reduce their rates, which Pak-
istani officials charge were inflated due to corruption
in the previous government of Benazir Bhutto. The
power producers deny the allegations.

The power projects range in value from tens of mil-
lions of dollars to more than $1 billion and represent
a total foreign investment of more than $4.2 billion by
companies from the United States, Europe, the Mid-
dle East and Japan, according to the U.S. Department
of Energy.

The situation is complicated by economic and polit-
ical instability in Pakistan and Indonesia.

The government of Pakistani Prime Minister Nawaz
Sharif defaulted on foreign debt payments earlier this
year after the U.S. imposed sanctions after Pakistan's
nuclear testing in May.

In addition, the power producers' primary cus-
tomer, the state-owned Water & Power Development
Authority, is debt-ridden. The Pakistani army seized
WAPDA Oct. 18 to force the utility to make its pay-

! ments.

"Pakistan is opening up a Pandora's box. It's going
 to have the effect of sending a chill around the foreign

investment community," said Dan Riordan, head of
See Utilities on page 27

up two to four hours each day. Weeknights,
he said, he often had only a half-hour to see
his children: Danielle, 18; Michelle, 14; and
Ryan, 11.

Moving closer to work was not an appeal-
ing option because he did not want to up-
root his children from their schools and
friends.

He also did not ask Microsoft manage-
ment to allow him to reduce his work

schedule, he said. "Microsoft got where it is
today by people working hard. I wouldn't
want to dilute that extremely hard-working
work force by cutting back. It's a point of
honor."

Mr. Lange said an observer's reaction to a
speech he gave at the Risk & Insurance
Management Society Inc. in San Diego last
spring helped him decide how to balance
his personal and professional lives.

Mr. Lange spoke to 300 risk management
students on the importance of not subordi-
nating their personal values to their ca-
reers. He advised the members of the Gam-

ma Iota Sigma risk management fraternity
not to uproot their families and move across

See Lange on page 30
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Seven workers died as a result of an ex-

plosion and fire at this natural gas well.

Fire extinguished two days after blast
BRYCELAND, La.-Federal and

state officials are investigating the
recent fatal explosion and fire at a
natural gas well in rural Bryceland,
La.

The Oct. 24 explosion occurred as
a crew under contract to Houston-

based Sonat Exploration Co. was
equipping a well to go into produc-
tion, according to a spokesman for
parent company Sonat. Inc. of
Birmingham, Ala.

Seven workers were killed, and
four were injured. The fire was ex-
tinguished two days later, after fire-
fighters sealed the well with cement.

Sonat would not provide details
on the insurance in place to cover
losses from the incident. "Obvious-

ly, we carry what we believe to be
an appropriate level of insurance for
issues such as these," a spokesman
said.

A Houston broker specializing in
energy insurance said that general-
ly, exploration and production com-

panies carry $10 million of opera-
tors extra expense insurance, which
covers three types of losses: the cost
of bringing a burning well under
control, such as cementing it in; the
cost of redrilling the well down to
the point where it went out of con-
trol; and any seepage, pollution and
contamination liability resulting
from the incident. In addition, a
company would have about $10 mil-
lion in third-party liability cover-
age, the broker said.

The Sonat spokesman said the rest
of its operation and the surrounding
area in Bryceland were unaffected
by the incident.

The investigation will take sever-
al months, and Sonat's own experts
will join the government investiga-
tors, the spokesman said. If the
findings of the investigation war-
rant, risk management and safety
procedures would be changed, he
said.

-By Roseanne White

Preparing for Y2K litigation
Attorney reviews possible claims, defenses to Y2K liabilities

By PAUL D. WINSTON the defenses businesses use to avoid li- Faced with this potentially enor-
ability may also be used by their in- mous liability exposure, many busi-

CANCUN, Mexico-With only surers to avoid coverage. nesses are asking what kind of insur-
2 about 425 days left until zero hour, In the United ance coverage they will have, Ms.

i businesses must prepare now to mini- ,I. States alone, Frost-Davies said during a presenta-
i mize their exposure to liability from / Year 2000 tion at a seminar on the Bermuda
| the Year 2000 computer bug, an attor-  remedia- market, sponsored by broker Park In-

, ney says. - -_la tion costs ternational Ltd. in Cancun, Mexico,

! Although companies in many indus- -LV<ff,1-ware esti- last week.

1 tries are doing all they can to elimi- "-#4Ti f---' mated to top "When insureds are sued, they will
| nate the exposure from their own «7,/6//-, -$600 billion, noted first turn to their CGL policies for
2 computer systems, they still may be Julia Frost-Davies, an as- coverage, asking whether their insurer
i exposed to claims on several fronts, sociate in the litigation department of will defend or cover them," she said.
1 she said. The question of whether Bingham Dana L.L.P. in Boston. Once In many jurisdictions, she noted,
| those claims are insured has yet to be litigation costs are factored in, that to- there is a broad duty to defend the
- resolved, especially because some of tal could rise to $1 trillion, she said. See Defense on page 29

Sprinkler settlement gets preliminary OK
By ROBERTO CENICEROS

LOS ANGELES-Central Sprin-
kler Corp. received preliminary
approval last week to settle a
class-action suit brought against
it in connection with the manu-

facture of its Omega line of sprin-
kiers.

The settlement, to which a Los
Angeles County Superior Court
judge gave preliminary approval,

mirrors a recall agreement Cen-
tral reached last month with the

U.S. Consumer Product Safety
Commission (BI, Oct. 19)

The CPSC charged that the
sprinklers fail to work, and build-
ing owners had sought funding to
replace them.

Under the terms of the class-ac-

tion settlement, Central would es-
tablish a multimillion-dollar fund

to defer the costs of replacing

about 9 million sprinklers in-
stalled in homes and commercial

and public buildings throughout
the United States.

Also, members of the class
would be barred from bringing
any more claims regarding the re-
placement of installed Omega
sprinklers.

However, plaintiffs still can opt
out of the class or raise objections
to the settlement terms. The court

is expected to give final approval
at a hearing scheduled for Feb. 19,
attorneys for plaintiffs and defen-
dants said.

The Washington, D.C.-based
Building Owners & Managers
Assn. earlier had objections to
settlement terms, but BOMA now

has agreed to the settlement, a
BOMA spokesman said.

BOMA was seeking class-action
status for a separate lawsuit filed

in Philadelphia against Lansdale,
Pa.-based Central. But a motion

to certify the class was taken off
the Philadelphia court's calendar,
sources familiar with the case

said.

A lawsuit Central has filed

against several liability insurers
to obtain coverage related to the
settlement and the recall contin-

ues, a company representative
said. Ell
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Lawsuit ing to "ensure the consistent ap- employees with plan documents what benefits they were entitled clear departure from the DOL's
plication" of the plans to all eligi- or information, according to the The department also has asked longstanding recognition of the
ble employees The department complaint that the employees receive retro- limits to its lurisdiction "

Contznued from page 1 says they failed to identify all em- A Labor Department spokes- active benefits Mr Cummings of LeBoeuf,
workers they can include or ex- ployees eligible to participate in man said the government does not Time Warner President Richard Lamb agrees that this action is
clude," she said the plans and did not ensure that know how many workers were al- D Parsons said in a statement in "an unprecedented expansion" of

The use of temporary employees all eligible employees were in- legedly misclassified response to the lawsuit that "the the Labor Department's jurisdic-
or independent contractors is a Department of Labor's action has tion under ERISA
trend that's here to stay, said no basis in law or in fact and lS "There's very little doubt that
Michael S Gordon, an employee beyond the scope of its authority " Congress did not expect the de-
benefits attorney in Washington 'The Department of Labor's action has no The company has filed a motion to partment to bring actions simply
who represents both employees basis in law or in fact and is beyond the dismiss the suit to contest plan administrators'
and benefit plans Additionally, the company also determinations of the eligibility of

"We have people who may be scope of its authority,' Time Warner President said it has filed three Freedom of coverage," Mr Cummings said
evolving into a permanent class of Information Act lawsuits, alleging He said the department has tried
temporary employee," Mr Gor- Richard D. Parsons says in a statement. the Department of Labor "im- to maintain jurisdiction by restat-
don said What employers must properly has refused to provide" ing as a fiduciary duty claim what
realize is that "you can't write information in response to FOIA actually is a claim for benefits
them off You have to deal with requests Time says in its state- that should be brought by em-
them in the same responsible way cluded as participants The com- The Labor Department has ment that lt believes the informa- ployees
as you do regular employees " panies and plan administrators asked the court to appoint an in- tion lt 15 seeking "will demon- The request for retroactive ben-

In its complaint, the Labor De- neither examined whethei work- dependent fiduciary to, among strate that the positions being efits is "gouging" a deep pocket,
partment alleges that Time Warn- ers classified as temporary em- other things, identify all misclas- taken by the DOL-seeking bene- and appointing an Independent
er and the administrative commit- ployees or independent contrac- sified employees and determine fits for Independent contractors fiduciary in this case would be a
tee violated the Employee Retire- tors were eligible for participation what plans they should have been and temporary employees-are "wild extension" of the circum-
ment Income Security Act by fail- nor did they provide misclassified eligible to participate in and to unprecedented and represent a stances under which such a fidu-

ciary is generally appointed, he
said

But Mr Gordon said the Labor

Department would have standing
in cases where there is a pattern
or practice of incorrectly carrying
out the terms of the plan with re-
gard to certain classes of employ-
ees He did say that together, the

4 call for an independent fiduciary
0 4'' and the retroactive benefits are an

4
. "unusually strong action "

/4

-

.r.

/. A The case resulted from an inves-
*.2 6 4 e v tigation conducted by the New

.r

York Regional Office of the Pen-
** sion and Welfare Benefits Admin-

istration into alleged ERISA vio-
lations, the Labor Department

0 1.,

'4*
said in a statement That PWBA

.

investigation was prompted by
4. A 31 complaints from Time Warner

* I » 13.
workers who were not granted el-

, .J . :f + > '46 tf' igibility for benefit plans, a Labor
* '** 4 , .41'*0 ./ Department spokeswoman said

.*: '¢ A65.
ak The suit raises issues brought

'14't, out in the case of Donna Vizcatno

-'  ,·{yi,f)(lf*:1, '*- &** et al vs M,crosoft Corp The 9th
r

4T 4 *2* U S Circuit Court of Appeals
1,

I .
.:4

(9. ruled in that case that, based on

©1998 The Hat [ford Financial Senices Group inc
Microsoft's plan language and an*/85.
Internal Revenue Service determi-

nation, the workers were employ-
ees and not independent contrac-
tors That determination was

e made even though the free-lancers
.,

had signed contracts that they
were self-employed and responsi-
ble for paying their own insurance

4, , .,,Uix,1 -2 and benefits (BI, Oct 21, 1996)
Last year, the 4th U S Circuitt* 34.1416, 1

.Mt- -*4: 44 Court of Appeals found a former
leased employee ineligible for'.4 .
benefits In the case of Ann Navey
Ctark us E I du Pont de Nemours

& Co Inc, the court found the

We first met Mark Wellman through our sponsorship of Disabled Sports USA An accomplished athlete who late husband of Ms Clark "was

not a (plan) 'participant' because

You,

re looking at he was not eligible to receive ben-
efits under the plain language of
the plans" (BI, Jan 20, 1997)

refuses to let his disability get m the way of his dreams, Mark, and others like him, are the true inspiration for Some observers say that while
the U S Supreme Court declined

the difference between to review the Microsoft decision,

it ultimately will have to address
the issue of worker classification

our unique approach to disability benefits. Our outcome-driven disability management and leading-edge as it relates to benefits eligibility
Stephen K Strong, a partner

paying out a claim with Bendich, Stobaugh & Strong
in Seattle who represented plain-
tiffs in the Mzcrosoft case, lauded

products and services are redefining the essence of disability. As a result, we're better able to help employees the Labor Department's action
We've been encouraging the

and reclaiming a l{fe. Labor Department to do more
work in this area," Mr Strong
said He said he hopes one result
of the action will be for "employ-return to work fastei while keeping employers' costs down For more mformation call us at 1-860-843-3707,
ers to take more note of their

duty" to properly classify employ-
eesIndependence. Bring It 0£'f Mr Strong said problems aris€
when employers include cate-
gories of employees in plan lan-

THE,-97 guage in order to meet the re-

HARTFORD quirements of tax-qualified plans
but then try to find ways of ex-
cluding members of those cate-
gomes by reclassifying them ir
some way m
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Sick days
Continued from page 2
grams for health care products
manufacturer Johnson & Johnson.

"We really encourage employees
to talk about the need to Take off

for these reasons. . . .We've

brought about a cultural change,"
he said.

In 1989. the New Brunswick,
N.J.-based Johnson & Johnson in-

stituted a Family Care Absence
policy, in which personal time off
is granted by an employee's imme-
diate supervisor, Mr. Kjeldsen
said.

This type of absence usually is
paid leave to take care of situa-
tions such as providing emergency
care for a family member or time
to attend a parent/teacher confer-
ence.

"Historically, Johnson & John-
son has never had a set number of

sick days or personal days," Mr.
Kjeldsen said. "We're silent on
that."

As part of a work/family pro-
gram, ice cream and yogurt maker
Ben & Jerry's Homemade Inc. al-
lows sick days to be used for the

ing use of a personal day, such as
ear repairs.

Without this prior notice, some
industries can suffer from un-

scheduled absences, Ms. Hickman
said. "If you're in retail or manu-
facturing, it does have an impact

By using a system of paid time off, which
pools vacation, sick days and personal
days, a 'company could actually be giving
employees fewer days,' says Amy Richman.

employee or his or her dependents,
said Carol Hickman, senior man-
ager of benefits and human re-
sources information systems.
South Burlington, Vt.-based Ben
& Jerry's asks employees to give
advance notice for things requir-

on the business."

At Chicago-based Montgomery
Ward & Co. Inc., employees can
take up to four personal days for
any absences other than vacation
time, which eliminates the need to
disguise personal issues, said Jill

A

Chapman, benefits director.
"If (the absence) is for a sick

child, we understand that," she
said. "If it's a personal day, (the
employee) can use it however they
want."

But Ms. Chapman agrees that an
unplanned absence can leave the
retail staff with an extra burden,
especially during storewide sales
or around the holidays.

"There are fewer people on the
floor when someone calls in sick,"
she said. "It's harder for the peo-
ple remaining. It complicates ev-
erything."

To curb problems with unsched-
uled absences, some companies
have gone to a paid time-off sys-
tem in which vacation days, sick
days and personal days are pooled.

"By doing that, the company
could actually be giving the em-
ployee fewer days," said WFD's
Ms. Riehman, because not every-
one uses the maximum number of

As insurance brokers grow larger and
larger, you may feel like you're losing
a firm handle on your company's best
interests. That's when Hobbs Group comes
on board, with innovative solutions for

your organization.

STRA· r r F LEK#.21 E KEN

Ma a jo%r-step process we can put your
compaqy in control ?f thejetors that contribute
themost to your cost of risk.

U ) PRS'-PRFf

By utilizing one of tb,e wonld'sjoremost
catastrophic modeling programs, we *ne your
exposures precisely from day one.

We ojer you years of experience complemented
by ouy proprietag project management software,
Wrap-Net, which saves money and creates a
safer wo¥k site.

Through the whole process, we advise you
on the design, administration, communication and
financing oj yowr programs.

P GEREC QSRA£ 36 R7'09 8[Pf

With a keen understanding of liability
expos,tres facing professionals, we are more
than capable of managing yourjirm's biggest
inswrance expense.

This specialized affiliate of Hobbs Group
provides your organization with innovative risk
management solutions based on breakthrough
Internet, Intranet and Extranet technologies.

Call us or visit our web site today. Join
major corporations like International Paper Co.,
The Charles Schwab Corporation, Staples, Inc. and
many others who are experiencing smooth
sailing ahead with Hobbs Group.

the traditional three types of days
off.

According to the CCH's survey
of 401 human resource profession-
als working for U.S. companies,
25% of companies offer such a
system.

"With PTO, employees have
more ownership of their time off
and how it's used," CCH's Mr.
Gibson said in a statement. "This,
in turn, allows them to schedule
all but the most unforeseeable ab-

sences."

Palo Alto, Calif.-based Hewlett
Packard Co. moved to a PTO sys-
tem in 1982. Employee response to
the program has been very posi-
tive, and the electronics and com-

puter technology company has not
experienced abuse of the policy,
said a company spokeswoman.

"If somebody wants to go to a
child's recital, they don't have to
make something up," she said. "It
seemed to make sense."

In CCH's survey, the presence of
work/life benefits reduced the

number of unplanned absences.
Flexible scheduling, onsite child
care and emergency child care
were among the benefits scored as
most effective. b

When a company has backup
child care, employees don't need
to be absent as often, said Eleanor

Nelson, CEO of Workplace Con- i
nections Inc., a resource and refer-

ral service in Waltham, Mass. "It's

a real return on investment, be-
cause that person is at work."

Because of a demand for in-

creased productivity, absenteeism
is a problem for most employers in
every industry, said Donna Klein,
vp-workforce effectiveness for
Marriott International Inc., a

lodging and management contract
service provider based in Wash-
ington.

Marriott instituted a PTO sys-
tem in 1997. "It's designed to go
after the unplanned absences," she
said, and allows the company to be
more proactive with scheduling.

But it is part of the 10-year-old
work/life program that tells the
Marriott success story. The com-
pany's resource and referral ser-
vice, called the Associate Resource
Line, boasts a 4-to-1 return on in-
vestment in terms of cost avoid-

ance, Ms. Klein said, noting that
the return rate is calculated solely
on absenteeism, tardiness and
turnover. Employees can receive
legal aid, housing information and
even pet care advice through this
service.

A spokesman for Stamford,
Conn.-based Xerox Corp. said that
by offering employees a flexible 1
work schedule, it experienced a &
dramatic reduction in absen-

teeism.

"When employees were given ,
some flexibility and some say in
how the job got done, absenteeism
dropped by 30%," according to
the spokesman. "Rather than
making rigid policies about flexi-
bility, the company has tried to
create this culture and measure it

over time."

Beyond just offering work/life
benefits, employers should make
sure managers are monitoring ab-
senteeism, said Marsha Venturi,
consulting actuary for Buck Con-
sultants Inc. in Secaucus, N.J.

She added that employers do not
always have good information
about why an employee is absent.
It's "an important area for em-
ployers to have their fingers on the
pulse," Ms. Venturi said. "It's a
grass-roots kind of business
sense."

Copies Of the 1998 CCH Un-

scheduled Absence Survey are
available for $25, plus shipping, by
catting 800-435-8878 and asking
for offer number 06288001.
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CHECK CAIM AGAINitlt

Detecting insurance fraud isn't just about conducting an investigation,

but determining if a fraud investigation even needs to be done.

Review for fraud indicators is just a normal part of GAB Robins' claims

handling process because we integrate our Special Investigations

Unit (SIU) with our claims operations. And if fraud indicators do

show an investigation is needed, our SIU investigators work

with the adjuster and client to ensure that each claim is resolved

fairly. Questions? answers@gabrobins.com or call 888.888.4242
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Opinions
Mandate haste makes waste

I
F THERE EVER WAS an example of the hazards
of last-minute legislating in the employee benefit
arena, a mastectomy coverage mandate approved

by Congress last month is it.
As mandates go, this one is relatively innocuous, as

most employers are already in compliance with its cov-
erage terms. As we reported, the new law requires all
health care plans that cover mastectomies to also cov-
er breast reconstruction after a mastectomy and addi-
tional surgery to produce a symmetrical appearance.

The new law was prompted by complaints from
women who were denied coverage for reconstructive
surgery after mastectomies by health care plans that
maintained such surgery was only for cosmetic pur-
poses and thus was not covered.

Why any plan would deny coverage for this proce-
dure is beyond us. The reconstructive surgery is per-
formed because of an underlying medical condition.
While we doubt that denials of coverage were
widespread, apparently they were sufficient to trigger
congressional interest and action.

Our complaint is not with the mandate, which for
the vast majority of employers will be irrelevant be-
cause they already cover breast reconstruction after a
mastectomy.

Instead, we take issue with the way Congress enact-
ed the mandate. It tacked the measure onto a budget
bill without any debate or consideration during the
last hectic days of the session.

As a result of that hasty process, employers now are
subject to several baffling requirements to comply
with the law. For example, employers must notify all
employees in writing by Jan. 1 of the new mandate to
cover reconstructive surgery.

If an employer offers coverage for breast reconstruc-
tion surgery after a mastectomy, as most now do, why
is such special notification necessary?

That strikes us a waste of employers' time and mon-
ey. Perhaps such notification would be justified if
more employers did not already provide coverage, or if
there were widespread complaints by employees that
they were unaware they were eligible for reconstruc-
tion benefits. We certainly aren't aware of such com-
plaints.

Even more puzzling is the requirement that "written
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notice of the availability of such coverage shall be de-
livered to the participant upon enrollment and annu-
ally thereafter."

Exactly what does that mean? Does it mean that em-
ployers have to include in their annual benefit state-
ments language that explicitly states they will cover
reconstructive surgery after mastectomies?

If so, why? What is the logic of singling out recon-
struction surgery after a mastectomy for specific men-
tion in a benefits statement? Certainly such coverage
is important, but so are dozens, if not hundreds, of oth-
er surgical procedures that are covered by health
plans.

Employers could list every surgical procedure they
cover, but soon benefit statements would be so long
that few, if any, employees would read them. That is
why bendfit statements typically broadly state that
surgical procedures are covered and only specify those
procedures, if any, that are not.

We would hope that the Labor Department, which is
charged with providing guidance on how employers
are to comply with the reconstruction coverage man-
date, can provide some regulatory relief from an un-
necessary cornmunications requirement.

Letters

Editorial on EMLICO off base: GE
To the editor: Your Oct. 7 editorial,

"Don't Drop EMLICO Inquiry," about
EMLICO's 1995 reorganization and re-
domestication from Massachusetts to

Bermuda, misses the mark. It misstates
the history of the EMLICO redomestica-
tion, ignores its most salient facts and
recommends a course of action that only
lawyers could love.

The editorial calls for an "indepen-
dent" investigation into whether the in-
surance regulatory process was "sub-
verted" in connection with the redomes-
tication or whether the Massachusetts

insurance "regulators merely exercised
poor judgment in not questioning (EM-
LICO's) liabilities."

Letters to the editor

In 1997, however, the Massachusetts
House of Representatives Post Audit
and Oversight Committee conducted an
extensive independent investigation into
the Insurance Commissioner's role in

approving the EMLICO redomestica-
tion. On the very issue on which this ed-
itorial is focused, the committee found

unequivocally that "the filings and
statements provided by EMLICO clearly
raised and placed before the division
and, ultimately, the commissioner," the
company's likely insolvency.

The committee's conclusion is fully

supported by the irrefutable evidence in
the record of the proceeding. The princi-
pal purpose of the EMLICO reorganiza-

Business Insurance welcomes letters to the editor. The section

is intended to be a forum for readers' opinions and comments.
We reserve the right to edit letters for clarity or space. We witt
not publish unsigned letters. Please send your letters to Letters
to the Editor, Business Insurance, 740 N. Rush St., Chicago, ILL
60611; fax: 312-280-3174; e-mail. pwinston@crain.com

tion was to separate EMLICO's current
and profitable policies from its long-tail
General Electric Co. environmental and

asbestos policies and to send the busi-
ness entity that retained the latter to
Bermuda to run off its assets against its
claims for as long as possible. The mate-
rial provided both to the Massachusetts
and Bermuda regulators expressly in-
formed them of hundreds of millions of
dollars of GE environmental claims that

could well put EMLICO into insolvency.
Moreover, it was precisely because the

Massachusetts commissioner was so

concerned about the possibility of EM-
LICO's insolvency in Bermuda that, be-

See EMLICO on page 12

Bl's online discussion forum

Visit BI's Online Forum, which offers unmoderated dis-
cussion areas for readers to exchange ideas or information
on risk management, employee benefits insurance and
miscettaneous other topics.

The Online Forum is Located at. http://www.businessin-
surance.com/forum/index. html/
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This year's program includes general sessions,
roundtable discussions and concurrent workshops
on the following:

Basics of Captives and Risk Financing
m Nicholas Dove, President, Skandia International

Risk Management, Bermuda
• D. Hugh Rosenbaum, Principal,

Tillinghast-Towers Perrin, London

Risk Managers Round Table
• James D. Cameron. Partner,

Baker & McKenzie, New York

n George Chaffee, President, Skandia International
Risk Management (Vermont. inc.)

. Moderator: Robert J. Rosser, Senior Vice President,

Skandia International Risk Management, Bermuda

Tax Treaties, Dividends and Loan-Backs
• James D. Cameron. Partner.

Baker & McKenzie, New York

= Thomas M. Jones, Esq., Partner, McDermott,

Will & Emery, Chicago
a Moderator: George Chaffee, President, Skandia

International Risk Management (Vermont, Inc.)

Digital Cash and Electronic Money:
The Investment Potential

• Denise L. Brown, Vice President,

Citicorp, N.A., Stamford
m Frank Dunn, Vice President,

Citibank. NA. New York

• Moderator: D. Hugh Rosenbaum, Principal,
Tillinghast-Towers Perrin, London

"1 Get By With a Little Help From My Friends"
Choosing the Right Service Providers
for Your Captive
m Charles A. Buikema, Assistant Vice President &

Director of Risk Management, INOVA Health System,
Springfield, VA

= Susan Wilde Hughes, Vice President, Health Care
Practice, Aon Risk Services, Washington, DC

• Moderator: Michael Maglaras, Principal, Michael
Maglaras & Co., Stamford, CT

Group Captives
= Brian Donovan, President, SteeITank Insurance Co.,

Lake Zurich. IL

, David A. Bossman, President, American Feed Industry

Insurance RRG, inc., Arlington, VA
• Moderator. D. Hugh Rosenbaum, Principal,

Tillinghast-Towers Perrin, London

Accessing Capital Markets
• Kevin Callahan, President and CEO,

Aon Capital Markets Inc., Chicago
• Neil Campbell, MA, ACII. General Manager, Zeneca

Risk and insurance Services, London

• Moderator: Kathryn J. Mcintyre, Publisher and
Editorial Director, Business Insurance, Chicago

Rent-a-captives: A Time to Lease; A Time to Buy
a Doug Crowell, CFO,Consolidated Personnel

Corporation, Chesterfield, MO
• Rick Shimer, CFO, Cust-O-Fab Service Co., Tulsa, OK
• Richard G. Turner, President, Commonwealth Risk

Services Inc., Philadelphia
• Moderator: Nicholas Dove, President, Skandia

International Risk Management, Bermuda

Reinsurance

= Albert J. Beer, FCAS, MAAA, President,

AM-RE Managers, Inc., Princeton, NJ

m Philip M. Roels, CPCU, ARM, Vice President
for Operations, Dorinco Reinsurance Company,
Midland, MI

m Michael Schnur. Managing Director,

Guy Carpenter & Co., Inc, Chicago
= Moderator: Robert J. Rosser. Senior Vice President,

Skandia International Risk Management, Bermuda

Third-party Business
m Joel S. Chansky, FCAS, MAAA, Consulting Actuary,

Milliman & Robertson, Inc., Wakefield, MA

= Dean Reynolds, Director,
Nissan America, Torrence, CA

m Moderator: Kathryn J. Mcintyre, Publisher and
Editorial Director, Business insurance, Chicago

Financing Enterprise Risks:
Captives or Conventional Solutions
m Scott Sanderson, Senior VP J&H Marsh & McLennan,

Minneapolis
• Thomas Seuntjens, Member of the Treasury

Department Management Team, Honeywell Inc.,
Minneapolis

, Moderator: Gregory Berg, Principal,
Tillinghast-Towers Perrin, Weatogue, CT

Employee Benefits and Rent-a-captives:
U.S. vs. International

. Karin Landry, North East Group and Healthcare
Practice Leader, Watson Wyatt & Company.
Wellesley, MA

• Hugh O'Neil, Group Risk Manager
DHL International Ltd., Belgium

• Moderator: Kathryn J. Mcintyre, Publisher and
Editorial Director, Business Insurance, Chicago

Wrap UWDomicile Issues
m Moderator: D. Hugh Rosenbaum, Principal,

Tillinghast-Towers Perrin, London

Captive Case Studies
• Judy Lindenmayer, ARM, Vice President, Insurance

and Risk Management, Fidelity Investments, Boston
m Herb Martin, Corporate Risk and Quality Manager,

Pat Salmon & Sons. Inc., Little Rock. AR

= Krister Nyman, President, Volvo Group Insurance,
Volvo AB, Goteborg, Sweden

a Moderator: D. Hugh Rosenbaum, Principal,
Tillinghast-Towers Perrin, London

www.captive.com/CaptiveForum
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has a loving wife, three

great kids, and no logical
explanation for what
he's about to do.

As an insurance company, we've
uncovered an idea some CEOs would

rather overlook: consensual or not,

it can be a costly affair.

0 YOU STILL THINK AN EMPLOYMENT

practices suit can't touch your com-
pany? In just six years, the number of

sexual harassment charges has doubled. The
number ofdiscrimination charges has climbed
over 4.I%.And the revenues lost in courtroom
battles have soared into the billions. The

appropriate response: EPL Century Se/ect.

We understand what others don't.

The more deeply you understand a risk, the
more intelligently you can insure against it.
At Lexington Insurance Company, we know
the latest arsenal of employee discrimination
suits better than anyone. The reason we
understand more is that we have one of the

industry's largest client bases, giving us a
broader view of the trends as they develop.

We also have the most experienced under-
writers in the business, whose unique profes-
sional insights produce more responsive and
innovative solutions. And because we espe-
cially understand the needs of large employers,
our new EPL Century Select coverage is
flexible enough to be customized, while pro-
viding up to $ Ioo million in protection.

We can cover what others won't.

It's no surprise we were among the first
to provide employment practices protection.
Or that our integrated risk management pack-
age provides employment practices audits, a
toll-free hotline and free seminars.To look

into protecting your company, call the com-
pany rated A++ by A.M. Best and AAA by
Standard & Poor's, at 6I7-772-4586.

LEXINGTON INSURANCE COMPANY PIONEERS IN REVOLUTIONARY PROTECTION
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Continued from page 2
around 115%, with specialty lines
such as reinsurance running around
105% and personal lines remaining
the best performer with a 95% com-
bined ratio.

V.J. Dowling, senior analyst at
Dowling & Partners in Hartford,
Conn., said he believes the insur-
ance industry's underlying results
are really worse than are being re-
ported.

"Real returns on all except per-
sonal lines are approaching zero,"
concurred Ms. Schroeder. Some of

the excess capital currently flooding
the industry will eventually move
elsewhere, she predicted.

Mr. Hicks said he didn't see any-
thing on the horizon that would
change the situation. Mr. Dowling
said that perhaps-and stressed
that there is currently no serious

movement to do so-a change from
state to federal regulation could
have impact on the industry's per-
formance.

The panelists cited several factors
that mark companies likely to thrive
in the future. These included those

with customer loss participation, in-
tegrated risk management and mul-
tiple distribution systems. Panelists
also noted a move toward low-tax

jurisdictions. As Mr. Dowling put it,
"Bermuda is a better mousetrap,
given the tax advantage."

Those companies "waiting for the
turn" in market conditions would

number among losers, said Mr.
Hicks.

Norman L. Rosenthal, president
of Norman L. Rosenthal & Associ-

ates in Philadelphia, moderated the
session.

Judith M. Lindenmayer offered a
view of the future from a different

perspective as she discussed "risk
management in the next millenni-

um." Ms. Lindenmayer, vp-Fidelity
insurance and risk management for
FMR Corp. in Boston and BI's Risk
Manager of the Year in 1997, de-
scribed how the Japanese manage-
ment concept of "kaizen"-which

The insurance industry's
underlying results really
are worse than what's

being reported, analyst
V.J. Dowling says.

was adopted by Fidelity more than
a decade ago-fits into risk man-
agement.

Kaizen basically holds that if ev-
erybody does one small thing better
every day, the company will grow,
she said.

The concept has served as a cata-

lyst for re-engineering the risk man-
agement process at Fidelity, said
Ms. Lindenmayer. It has spurred the
staffing of a seven-member opera-
tional risk management team, the
appointment of a chief risk officer
to oversee financial risk manage-
ment and the establishment of a risk

oversight committee comprised of
senior executives, she said.

The company assesses its risks
month by month, because they
change that quickly, she said.

"We also deal in what people are
calling-and I don't like this word-
'holistic' risk management," said
Ms. Lindenmayer. Doing so means
analyzing risk from a variety of per-
spectives-financial, business, mar-
ket and the like. She noted that for

Fidelity, the biggest risk is "reputa-
tional," because an investment com-
pany that suffers a blow to its repu-
tation may be hard-pressed to re-
cover.

Ms. Lindenmayer closed her talk

Taking on unusual risks
just comes naturally to us.

U

Innovation, Intelligence 6 Integrity

CNA EaS

That's why we dive eagerly

into difficult exposures.

CNA E&5 is growing steadily

by exceeding expectations.

Together with you, we'll expand

opportunities. Backed by the

strength of CNA and our dedica-

tion to specialty lines, there's

nothing to stand in our way.

Please call us the minute an

unusual peril is sighted.

312.876.3348 (Chicago)

212.440.3150 (New York)

www.cna-es.com
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CNA E&S is a business division of CNA. Coverage is underwritten by one or more of the CNA member insurance companies. Availability in the admitted market is subject to state

insurance department approval. CNA is a registered service mark and trade name of CNA Financial Corporation.

by offering a new model of enter-
prise risk management. Though the
old model of risk management fo-
cused on net income, the new model

focuses on cash flow, profit and val-
ue orientation. The old model role of

the risk manager was that of an in-
surance buyer; instead, the new
model is that of a consultant.

Whereas the old risk manager fol-
lowed a technical style, the new
model is a communicator. The old

model's objectives were results-
driven, and the new model's objec-
tives are results- and process-driv-
en. Finally, the old model followed
a philosophy of "no surprises,"
while the new model's philosophy is
to enhance shareholder value, she
said.

Commonwealth Risk Services

L.P., a Philadelphia-based sub-
sidiary of Bermuda-based Mutual
Risk Management Ltd., designs and
develops commercial P/C alterna-
tive risk financing programs. EII

Letterc

EMLICO
Continued from page 8
fore she approved of EMLICO's

redomestication to Bermuda, she ,
sought and obtained from General
Electric a waiver of its right to file
claims against the Massachusetts
and U.S. insurer insolvency funds
in the event that EMLICO became
insolvent in Bermuda.

Finally, in the commissioner's

1995 ruling approving EMLICO's
redomestication, she specifically
considered and anticipated the
insolvency of EMLICO and con-
cluded "that the failure of EMLI-

CO after redomestication to

Bermuda would not be adverse to

the policyholders of the common-
wealth."

Indeed, the commissioner has
acknowledged in a letter written
to the House Post Audit and Over-

sight Committee on Nov. 17, 1997,
that the "division recognized the
significant exposure presented to
EMLICO by its many years of GE
coverage and used the leverage of
the application to redomesticate to
obtain GE's waiver of any possible
claim against U.S. guaranty
funds."

She wrote: "We concluded that

the failure of EMLICO after redo-

mestication could not be adverse

to the policyholders of the com-
monwealth."

Although the editorial pays lip
service to the fact that the Mas-

sachusetts insurance commission-

er's responsibility in redomestica-
tion matters is to ensure that Mas-

sachusetts policyholders are pro-
tected, it ignores the fact that the
commissioner did protect the
interests of Massachusetts policy-
holders when she approved the
redomestication, and the fact that
the Massachusetts Supreme Judi-
cial Court, in a September 1998
ruling, rejected an effort by the
commissioner to set up a parallel
EMLICO receivership in Mas-
sachusetts because it would be du-

plicative and wasteful and be-
cause "no Massachusetts party
or interest will be harmed by
the ongoing liquidation in Bermu-
da."

The course your editorial recom-
mended would waste both Mas-

sachusetts taxpayer dollars and
the assets of the EMLICO estate

and would further pointlessly pro-

long a case that a Massachusetts
federal court recently described as
a "case which only lawyers could
love."

Robert N. Risch

Manager-Government Relations
General Electric Co.

Boston
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200,000 claims under management make us a

leader you can rely on.

Innovative technology
helps you understand

and manage costs-like
our Lost Time Cost Model,

and MetLink™ for online

claim access.
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Our Unified Disability product helps you

get claims under control earlier and easier.
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Stress
Continued from page 2
relationship has been assumed
widely by human resources profes-
sionals, the six employers wanted to
know just how cost-effective it
could be to pinpoint high-risk em-
ployees.

The other four employers were:
Health Trust Inc., now part of
Columbia/HCA Healthcare Corp.;
Hoffmann-LaRoche Inc.; and the
states of Michigan and Tennessee.

The study, conducted by Birming-
ham, Ala.-based Health Enhance-
ment Research Organization, un-
derscored what most employers ex-
pected but, until now, had no solid
evidence of: spotting and treating
high-risk workers saves money on
the outcomes side of the equation.

The study looked at the experi-
ence of 47,500 employees between
1990 and 1996.

Depression, as detected by an-
swers to a common questionnaire
used by all six companies, proved to
be the most reliable indicator of

high medical costs ahead. Employ-
ees who reported feelings of depres-
sion averaged 70% higher medical
costs than those who said they
weren't depressed.

Workers who reported feeling
stress had 46% higher medical costs
than those who did not report
stress.

Benefit managers and providers
who have shown "a certain tenden-

cy to limit coverage for mental and
nervous disorders," may in fact be

driving medical costs up due to
scant preventive programs, said R.
William Whitmer, president and
chief executive officer of HERO.

"It may be that you should be
more aggressive" in detecting emo-
tional problems, he said. "I think
this will simply draw attention to
the psychosocial diseases that are

treatable."

Workers may not wish to disclose
feelings of depression or stress to
their employer, however. For exam-
ple, on the HERO questionnaire,
only 2.2% of employees indicated
they were depressed, and 18% said
they were stressed, though many
more may have not given open an-
swers for fear of being confronted
by employers, Mr. Whitmer said.

Benefit consultants say that some
benefit managers might use the
study as impetus for additional pro-
grams to promote health.

"There will be a mixed bag of re-
actions out there," said Leslie
Schneider, a principal with Buck
Consultants Inc. in Atlanta. "Em-

ployers have really tried to keep
their mental health costs down."

Some employers likely will decide
to allow more dollars to be spent for
oral medication or therapy to com-
bat depression and stress, and
"many employers will want to wait

to see what other groups do," she
said.

Another consultant was even

more confident that wellness pro-

grams will garner more corporate
funding in the future.

Veronica Hellwig, a senior con-
sultant in the Wellesley Hills, Mass.,
office of Watson Wyatt Worldwide,
noted "there has been a spotlight on
prevention and wellness programs"
during the past several years.

Employers can find out if this is
cost-effective, she said, through the
pooling of employment data in sur-
veys such as that conducted by
HERO. "I think benefit managers
talking to their common (informa-
tion) vendors about collaborative
opportunities makes a lot of sense,"
she said.

Employers may think they are do-
ing enough in the preventive
medicine realm, but few are putting
theory into action, said Ron Goet-
zel, a vp with the MEDSTAT Group

Global.AM GR.E& ARAE
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in Washington who was the lead au-
thor of the HERO study. Only 3% to
5% of corporate medical budgets is
spent on prevention activities, he
said.

The study "is really the first step
in the process of providing docu-
mentary evidence of the cost bene-
fits of health promotion," he said.

Marriott's Ms. King said she be-
lieves a strong relationship exists
between the mind and the body.
Poor health in either can lead to

"higher absenteeism, higher long-
term disability, all of that. We
would rather prevent illnesses than
cure illnesses."

Free copies of the study, "The Re-
lationship Between Modifiable
Health Risk and Health Care Ex-

penditures-An Analysis of the Mul-
ti-Employer HERO Health Risk and
Cost Database," are available from
the Health Enhancement Research

Organization, 205-988-4417.
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Agent/Broker Topics

Internet use requires E&0 risk management
By RICHARD TROUT

ven though advances

E in technology are
revolutionizing
agents' business prac-
tices, avoiding errors
and omissions liabili-

ty on the Internet is a matter of
old-fashioned common sense.

Confidentiality of information
and unauthorized access proba-

bly will be the main issues sur-
rounding E&0 exposure on the
Internet, said Bruce B. Coates,

profit center manager for the In-
surance Industry Professional
Group of Employers Reinsurance
Corp., both based in Overland
Park, Kan.

As agents and insurers contem-
plate a future of doing business
on the Web, they also will have
to consider ways to keep their
systems secure. For example,
hackers might be able to gather
sensitive information on an in-

surance company's clients if the
insurer's World Wide Web site

has weak security.

"There are additional (E&0)

exposures-though not insur-
mountable, by any means-that
the traditional insurance policies
haven't kept up with," said Chip
Lawson, senior product manager
at IVANS in Tampa, Fla. For ex-
ample, agents' Web sites may
contain complicated or inade-
quate explanations of coverage.
IVANS provides information
technology and networking ser-
vices to the insurance industry.

But, agents' future Internet
E&0 liability exposure will de-

pend on how much business is
transacted online, he said.

It is the end users, after all,

who will determine whether sell-

ing insurance online will be a
successful endeavor, let alone

whether E&0 liability will be a

significant issue, said Mr. Law-
son.

"There is a question whether

consumers will realistically buy
insurance on the Internet," he

says.

At the same time, agents and
insurers "need to understand

We do life and disability insurance, retirement plans and PEARLYw bites.
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how their customers are proba-

bly more eager to start using
these new technologies than
they are," said Virginia M. Bates,
president of Boston-based VMB
Associates, an agency consul-
tant.

Mr. Lawson said he is not

aware of any agents or insurers
that bind insurance policies on
the Internet, though many do
online marketing and provide
informational Web sites. "The

focus is on customer service and

marketing, not selling, and there
is a big difference between shop-
ping and buying," he said.

Selling an insurance policy is a
fairly complex financial transac-
tion and, therefore, not ideal for

the Internet, Mr. Lawson ex-

plained. "Making claims pay-
ments, renewing a policy or
changing a policy are far simpler
transactions with far less finan-

cial risk than buying insurance,"
he said.

If selling insurance online
never takes off, it's possible the

problem of E&0 liability for In-
ternet transactions will barely
exist, Mr. Lawson added. Other

E&0 exposures may crop up
among the community of
users-among agents or between

agents and insurers-but he said
he doesn't foresee much E&0

exposure for direct sales of insur-
ance over the Internet.

Although the law of supply
and demand ultimately will de-
termine whether producers can
take advantage of the Internet,
reducing the number of mistakes
in online transactions will make

doing business over the Internet

more attractive to buyers and
thus increase demand.

Using disclaimers is one step
agents can take to reduce their
E&0 liability, said Madelyn

Flannagan, manager-informa-
tion services for the Indepen-
dent Insurance Agents of Ameri-
ca Inc. in Alexandria, Va.

"Every agency has disclaimers
on their answering machines

about what you can and can't do
via the voice mail or the tele-

phone messaging system," she

said. "Agents will need to have
those same disclaimers on their

Web sites. . . .Those are things
that we'll be working on and rec-
ommending as these things de-

velop."
Ms. Flannagan said Internet

E&0 liability hasn't been a sig-
nificant issue because most

agencies have disclaimers on
their Web sites to protect against
potential E&0 lawsuits. For ex-

ample, a disclaimer may state
that coverage can't be bound im-
mediately if an e-mail is sent on

Continued on next page
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Sunday evening when the agency
isn't open. "Those are places
where misunderstandings can
arise, so it is incumbent upon the
agent" to make sure that the
proper disclaimers are in place,"
she said.

Ms. Flannagan predicts best
practices will come to the fore-
front as agencies conduct more
business on the Internet. "An

agency that operates itself ethi-
cally and always has will do so
using this method as well," she
said. "You sort of have to trust

business to be conducted in an

ethical manner using this
method, just as you would any
other way." Checking the au-
thenticity of e-rnails, for exarn-
ple, is no different from checking

. someone's identity on the tele-
phone, she noted.

Ms. Bates of VMB Associates

agrees that producers can avoid
errors and omissions if they
apply the same principles for
electronic communications as

 they have for conducting busi-
ness in the office environment.

"An agency shouldn't be cancel-
ing a policy from an e-mail trans-
mission, any more than they
should be canceling a policy
from a simple note in the mail,"
she said. "All e-mail is, is fast reg-
ular mail."

"Agencies should use their
same E&0 thought process for
fast mail as they do for tradition-
al mail. They're really not two
separate thought processes," Ms.
Bates said. Indeed, agencies
should be more sensitive to e-

mail transactions, because those
are easier to forge. "It can be elec-
tronically clipped and saved to
the electronic file much more

credibly than paper can be
copied and saved," she said.

There are four categories of risk
involving E&0 liability over the
Internet, she said. They are:

• Marketing. Because Internet
access is worldwide, agents and
insurers have to put disclaimers
on their Web sites that list the

states or jurisdictions in which
they are licensed to operate.

1 •Agency licensing. This cat-
egory reinforces the licensing dis-

' claimer of the first category by
listing the states or jurisdictions
in which the insurers they repre-
sent are licensed.

• Viewing online transac-
tions as normal operating

, procedure. For example, ex-
plaining coverage incorrectly on
an agency Web site can lead to
an E&0 claim just as explaining

, it incorrectly in policy docu-
ments would.

• Accuracy of databases
and e-mail transmissions in

a new work environment.

Because agencies are beginning
to link their databases to their

only user. "For instance, the in-
Web sites, the agency is not the

sured contractor who is putting a
bid together at night who needs
to have a certificate won't have

to wait until 9 o'clock in the

morning and ask the agency to
get a certificate to him," Ms.

Bates said, because he will have

access to the agency's database.
"What e-mail is going to do is

make the agent totally accessible,
which means the agency's
database is going to be totally ac-
cessible, which rneans the

database has to be right, and
agents are not in the habit of
keeping their databases right,"
she said. In addition to being ac-
curate, databases also have to be

up-to-date, she added.
To reduce the potential for In-

temet E&0 claims, agents will
have to improve the accuracy
and timdiness of their internal

operations; they will have to ad-
vance technologically in a very

i

short period of time, Ms. Bates
said. "Agents are going to have to
change their internal operations
to make them good enough not
only for inspection but for use by
the outside world."

However, Web site technology
and e-mail might actually reduce
E&0 exposure, Ms. Bates stressed,
because they allow agents to
work more accurately and effi-
ciently. She predicts that within
two years, half of all business
transactions now done via the

telephone will be done through
e-mail.

Electronic commerce holds op-
portunities as well as pitfalls,
agreed Mr. Coates. "It gives

Ef

Business Insurance, November 2, 1998 / 16G

agents a tremendous opportunity
to provide very fast. very efficient
service and information to their

clients whenever they want it-
seven days a week, 24 hours a
day," Mr. Coates said.

But a technological advance
such as e-mail can be a two-edged
sword. Because e-mail is perma-
nent documentation, it can re-

duce the "he says, she says" con-
fusion inherent in regular mail,
such as when an agent mails an
updated policy to an insurer but
it never arrives. It is far easier to

prove that an e-mail was sent and
received, as opposed to a letter,
phone message or fax.

Agents need to understand.

.pr « * b

1/

however, that deleting an e-mail
message on their screen doesn't
mean it's gone. The permanent
nature of backup copies and elec-
tronic "carbon copies" should
cause an agent to think twice be-
fore putting something in an e-
mail that he or she wouldn't put
in a letter to a client, said Mr.
Coates.

E-mail poses another potential
threat in that computer viruses
can be attached to such commu-

nications, he added. If an agent
gets an e-mail from an undezwrit-
er with a virus attached and

sends that e-mail to a dient,

"does a general liability policy
cover that? I'm not sure." m
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Retrofit project aims to promote loss control
By AMANDA MILLIGAN

Todd spent two days
volunteering in a

day care center in
Tillamook, Ore.

But he didn't have

to change a single dirty diaper or
comfort a teary-eyed toddler. In-
stead, Mr. Todd, a senior underwrit-

er for Seattle-based SAFECO Corp.,
was placed on a team whose respon-
sibility was to make sure desktop
items such as fishbowls were secured

to surfaces.

A fishbowl seems harmless, but

when a natural disaster strikes, it can
become a dead-

ly object, say
volunteers in a

F-11, pioneering pro-
rIBHS ject by the In-

Insillut· 191 lk,siness & Hone Safely
stitute for Busi-

ness & Home

Safety to retrofit the nation's day
care centers to protect the children
who spend much of their day in the
cenrers.

Tne IBHS is a Boston-based insur-

ance industr> initiative with the goal
of minimizing the devastation of '
natural disasters. from human suf-

fering to property damage.
One IBHS goal is to retrofit 93.000

non-Fofil child care cen:ers oveI
the next five years. In doing so: the

1 group hopes to show dtizens how to
protect themselves and their proper-

i ty from extensive damage caused by
natural oisast€ts. Many of these
measures are alternatives to filing in-
surance daims 10 cover preventable '
damages, said Harvey Ryland. presi: F
dent and chief executive officer of

the IBHS.

In addition:o attaching potential-
ly mobile objects to secure surfaces,
other volunteers placed plasric tubes
over fluorescent lighting to catch the

shatteIed glass from broken bulbs,
attached reinforcements to shelves

to prevent them from tipprg. and
installed "catch latches" to cabinet

dcors ro hold them dosed if they are
rattled by tre.nors.

Comparing the group's ,disaster
mitigation efforts to the car safety

campaigns of 30 years ago, Mr. Ry-
land explained that it is important

How much did you say that umbrella coverage costs?

to instill the loss control philosophy
in school-age children.

"One day (these children) will not
live or work in a building that is not
safe from natural disasters," he said.

"If we don't start today, we'll never
get there."

Although he had never heard of
the IBHS prior to this project, insur-
ance agent Jeff B. Hurliman, prind-
pal of Jeff Hurliman Insurance Ser-
vices in Tillamook and a retrofit

volunteer, said he was pleased IBHS
selected his community for the first
retrofitting project. The small coastal
town, about 75 miles west of Port-

land, Ore., has experienced severe
flooding in recent years, and Mr.
Hurliman said Tillamook is also pro-
jected as the site of a major earth-
quake within the next 10 years.

Because non-structural retrofitting
requires only minor fixes, the cost of
these day care projects is relatively
small, Mr. Ryland said. IBHS mem-

ber SAFECO and a local grocery
chain footed the bill for the Tillam-

ook center for costs not covered by
donations.

Mr. Todd, who is also the chair-

man of SAFECO's community in-
volvement program in the Portland
region, said the day care retrofit pro-
ject fit into the insurer's sense of giv-
ing to the community, and it leaves
volunteers with a good feeling. "The
work that's required to do this isn't
rocket sdence," he said. "We feel

that issues relating to promoting
safety in the business and home are
vitally important."

"It' s Saturday-morning work expe-
rience for insurance company em-
ployees," said Mr. Ryland.

The IBHS also is working toward
greatly reducing the costs for major
structural retrofitting projects, such
as ways to strengthen the roof,

rafters and shingles of homes and
commerdal properties that have tra-
ditionally been subject to damage
from high winds and water in natu-
ral disasters.

The IBHS deals with more than

just making modifications to exist-
ing structures, though. The group
also advocates enforcing building
codes and encourages adding dam-
age mitigation features as new struc-
turns are built; these changes typical-

ly raise construction costs by only
zero to 5%, Mr. Ryland said. Also

among the group's initiatives is en-
couraging property developers to be
more aware of "natural ha7Ard vul-

nerabilities," such as the hazards in-

herent in building in coastal areas or
near fault lines.

A spokesman for the Independent
Insurance Agents of America said
the IBHS produces consumer aware-
ness materials that the Big I's
300,000 member agents can dissem-
inate. "They have the message, they

have the research, we have the grass-
roots public relations," he said, say-
ing that, as partners, the Big I and
the IBHS can make a difference.

A spokesman for SAFECO also
commented that the IBHS' message
promotes responsibility for the care
of one's possessions instead of rely-
ing solely on insurance. "They're
right on the brink of having an im-
pact based on the way people think
about protecting their property," he
said. Eli
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Address potential workplace liabilities up front
Educate employees often about policies, and ask them about problems before they come to you

By Donald A. Phin

verdicts and six-figure
legal bills are becoming
all too commonplace in
todafs workplace.
Companies, induding

insurers and agendes, find
themselves exposed to an ever-
increasing nurnber of ernployment
law daims, despite their efforts at
compliance. As Walter Olson,
author of"The Excuse Factory" puts

s it, "There's no such thing as the
golden shores of legal compliance."

Even when employers try to do
things "right," they still find
themselves on the wrong end of a
verdict. Even when they"win" a
lawsuit, they lose. As I tell my
clients, a defense victory never is.

This artide will discuss a proactive
approach toward reducing exposure
to today's employee lawsuits.

Culture of silence

One of the biggest complaints of
employers nationwide is their
liability for employee daims they
arguably "knew nothjng about." In

fact, the majority of companies sued
already have in place the nuts and

bolts of legal compliance, induding
an Equal Employment Opportunity
Commission statement and

grievance mechanism. In my 15
years of handling employment law
daims, I can count on one hand the
number of cases where the

employer was completely defident
in these areas. The fact is, the

greatest exposure faced by
employers today is what I call the
"culture of silence." This is directly
related to the victimology viewpoint
of many employees, who think they
are never responsible or at fault for
their circumstances.

In the recent Supreme Court case
of Beth Ann Faraghervs. The City of

Boca Raton, a female lifeguard sued
the dty of Boca Raton, Fla., for acts
of her supervisors that created what
she alleges was a "hostile work
environment." The supervisors

allegedly touched Ms. Faragher
without her consent, made crudely
demeaning references about women
and propositioned her for sex. Ms.
Faragher did not complain to higher
management about these activities.
Both she and fellow female

lifeguards made informal
complaints to a lower-ranking
supervisor, complaints that did not
go anywhere. Not surprisingly,
while the city of Boca Raton had a
sexual harassment policy, it was
never distributed to the lifeguards.
The employers argued they should
not be subject to sexual harassment

daims where the employee fails to
speak up about the alleged unfair
conduct. The plaintiffs in those
cases, as in many others, argued
they didn't speak up for a garden
variety of reasons, induding fear of
retaliation, being forced to complain
to the very person disaininating

against them, their emotional

instability, etc. The plaintiff was
eventually awarded one dollar for
her troubles.

The Supreme Court also struggled
with the notion of when a

company should be strictly liable for
a supervisor's conduct. It essentially
ruled that any time the harassment
comes from a supervisor, there is the
presumption he or she was using a
position of authority to foster the
unlawful conduct. In resolving this

A/BT Perspec#ive
case, the court set forth this

guideline: "The basic alternative to

automatic liability (of a supervisor)
would...allow an employer to show
as an affirmative defense to liability
that the employer had exerdsed
reasonable care to avoid harassment

and to eliminate it when it might
occur, and that the complaining
employee had failed to act with like

reasonable care to take advantage of

the employers' safeguards and
otherwise to prevent harm that
could have been avoided. This

composite defense would, we think,
implement the statute sensibly, for
reasons that are not hard to

fathom."

Recent cases have begun
extending this test to radal and
other fonns of discrimination

outside the area of sexual

harassment. Also note that this

holding applies only where there
was no"tangible employment
action taken," such as termination,

demotion, etc. In those cases, the

liability is automatic. The issue of
when an employee's silence is
reasonable under the drcumstances

is surely to be litigated for years to
come.

The failure to speak up does not
occur justin sexual harassment

cases. The fact is, ifs pretty much
across the board. Most employees
think twice before bringing forth
complaints of unfair conduct or
inappropriate activities. For
example, in a recent artide in The
Wall Street Journal, it was reported

See fmployers on next page
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Employers
Continued from page 161
that fully 40% of a workplace's em-
ployees would not disdose an ethi-
cal violation.

As I tell my clients, if it's out in
the street, chances are it's in your

workplace. All of us by now are fa-
miliar with the stories of citizens

who see criminal conduct and look

the other way, not bothering to
lend a hand or even to telephone
911. Chances are, they don't want
to get involved. They view the issue
as one for the police to deal with.
We have found that simply abdicat-
ing responsibility for crime to the
police doesn't work. The communi-
ties most successful at fghting crime
are those that have engaged in ac-
tive programs. Citizen groups not
only patrol the streets but will actu-

ally picket unlawful activity such as
drug dealing and prostitution, and
their efforts work. Ifs a matter of

defining and defending what you
stand for. If the community steps up
and says it won't tolerate crime,
chances are they'llgetalotlessof it.
The same goes for inappropriate ac-

tivities in the workplace.
For many years, I struggled with

creating some form of system that
would help break past the culture of
silence. The answer came to me one

day when I was at a workshop on
Dr. Deming' s Total Quality Manage-
ment principles. His methods em-
phasize the importance of front-end
thinking. He often stated that a dol-
lar spent on the front end is at least
six times more effective than a dol-

lar spent on the back end. While at
that conference, another attendee

and I were discussing our relation-

ship with our sons. Unfortunately,
his son was in crisis. He found out

that the boy was not only using

drugs but also dealing them. During
our conversation it became dear he

had done very little to educate his
son about the issue and had never

asked him "if there were any prob-
lems." In contrast, I constantly edu-

cated my sons about the problems
not only of drug use but also of teen
sex and drinking while driving. I

would periodically check in on
them to make sure there were no

problems in these areas. The last
thing I wanted was to be blindsided
with a problem and to first find out

ROBERT R RIGG OF THE RIGG AGENCY IN

DOWNINGTOWN, PENNSYLVANIA

The Rigg Agency is one of the most profitable
and productive agencies in the United States
because of its dedication to business principles
at the heart of APPEX and embodied in the

PHP (Perspectives for High Performance)
reports. A Marsh•Berry client for more than
15 years, The Rigg Agency received the
prestigious PINacle Award at the APPEX

Spring Executive Symposium for Performance.
The Award is earned by the agency with
the best overall performance as measured by
Marsh•Berry.

about it from the police, the school
or another parent.

After returning to my seat, the so-
lution to the culture of silence for

which I was searching struck me all
at once. If all problems have a be-
ginning and an end, I asked, how
can I go to the very beginning of the
problem and take a proactive ap-
proach to resolving it? The answer
became dear: Ask if there's a prob-
lem! I also realized that, before I

asked someone if there was a prob-
lem, I had to make sure he or she

understood the issue. Then, I

thought, why not go one step fur-
ther and ask if anyone thinks there's
anything unfair in the work envi-
ronment.

Dividing the concept of unfair-
ness into distinct categories certainly
helps define the problem, but it ig-
nores the impact of any perceived
unfairness on productivity, commu-
nications, etc. When I returned to

my office after the Deming seminar,
I generated a form entitled "Compli-
ance Survey." It asks three simple

questions:
1. Do you understand the compa-

ny polides prohibiting harassment,
discrimination and safety and ethi-

cal violations? Yes or no.

2. Are you aware of, have you wit-
nessed, or have you been a victim of
the violation of any company poli-
cy, including those prohibiting ha-
rassment, discrimination, safety or
ethical violations? Yes or no.

3. Would you like to speak to
someone about a harassment, dis-

crimination, safety, ethical or other
issue you feel needs to be addressed?
Yes or no.

A few weeks later, I got to try out
the form on one of my clients, a
printing company with 80 employ-
ees. The first thing I was asked by
the company president was, 'Won't

the employees view this as ratting
on each other?" My response was,
"Ratting about what? Legal viola-
tions, ethical violations, safety prob-
lerns and unfair conduct? Why
wouldn't you want people standing

up against such conduct? Do your
employees fully understand how
damaging such conduct can be, not
only to the company's well-being
but to their own? Do your employ-
ees realize that to pay $100,000 in
legal fees to defend against one of
these daims is the equivalent of $1
million in revenue? Do they under-

"I always felt strongly that we needed to handle our agency
as a business rather than a marketing arm Of the insurance
companies Marsh•Berry's PHP reports and consultants gave

us concrete steps tofollow that created the profitable agency
we are today and secured ourfuture
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stand how much it will affect their

bonuses? Do they realize that it's no
fun being dragged into a lawsuit? I
think that once they fully under-
stand the intent behind this form,

they will actually embrace it. Not
only that, but by distributing it on a
quarterly or semi-annual basis, it
will have the effect of forcing poten-
tial wrong-doers to second-guess
their actions. A sexual harasser may

be less willing to engage in wrongful
conduct knowing that a disdosure

survey would bring his wrongdoing
out into the open."

After talking about this a little fur-
ther, the president agreed to give it a

try. The next week, we distributed
the survey to all 80 employees.

Much to our surprise, we received
10 responses from employees indi-
eating they did not fully understand
the company's polides and proce-
dures. We dearly knew we had an

education project on our hands.
What was more surprising, howev-
er, was that three employees indicat-
ed that they had been victims of

wrongful conduct. Interviews with
these employees indicated a sexual
harassment dajm, racial discrimina-
lion daim and an OSHA concern

that was being ignored.
The power of the compliance sur-

vey as a tool for eliminating em-
ployee lawsuits was immediately
clear to all.

What to do about the problem

If half of the employee lawsuits I
have handled involved issues that

were never brought to the attention
of management, the other half in-
volved issues that were but then

were poorly managed. None of us
likes receiving or sharing bad news.

The natural human tendency is to
ignore, deny or bury bad informa-
tion. Wrongful conduct that goes
unchecked becomes quickly cancer-
ous. The perpetrator who thinks he

or she can get away with something
is willing to go one step further. The
manager who's willing to look the

other way will find himself or her-
self at the mercy of the mutinous

employee.
A number of months ago, I had

dinner with my wife and four of her
female friends. The next day, I was
going to address a group of chief ex-

ecutive officers about managing
their employees. I asked the
women, "What would you want to

Continued on page 16L
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Continued from previous page
tell these CEOs about the issue

of sexual harassment?"

To make a long story short,
they basically said two things:

First, it is important to ac-
knowledge that sexual harass-
ment exists. Every one of them
felt they had been sexually ha-
rassed at one point oi another in
their careers, and two out of

four felt they were currently
being sexually harassed. Second,
when a complaint is made, do
something about itl None of
them was inclined to file a law-

suit; they just wanted the con-
duet addressed so that it would

stop interfering with their abili-
ty to do their jobs.

When the reality of wrongful
conduct is not acknowledged
and complaints are not ad-

dressed, employees ace left with
two choices. One is tx, see a

lawyer, and the other is to shut

down and leave. Many a valu-
able employee has silently left a
job Eather than fight against un-
fair conduct.

The most powerful tool, when
it comes to resolving conflict, is
that of dialogue. As stated by the
late great physicist and expert
on the subject of dialogue,
David Bohm, "Truth does not

emerge from opinions." When
faced with an employee com-

U

plaint, many employers, as well
as their attorneys, will immedi-
ately jump to the conclusion

that the complaint is unwarrant-
ed and the employee is simply a
whiner or a gold digger. In light
of this perception, the company
representative will focus on
"protecting" the company at
the expense of active listening.
What most people investigating
complaints are after is confirma-
tion of their own opinion, not
the raw truth. If the truth

hurts-and sometimes it does-

then deal with it. Don't ignore,
bury or deny it.

Ask the employee what he or
she would like to see done. In

my experience, their demands
usually are reasonable. Unfortu-
nately, the legal system has put
us into a corner where we are

afraid to issue an apology and to
seek forgiveness for fear such ac-
tions would be considered an

admission of guilt, thereby ex-
posing us to punishment from
the "victim" of wrongdoing. It
is this thinking that results in
seven-figure jury verdicts.

Conclusion

Let me summarize the points
stated above. First of all, you
have to know what your compa-

ny stands for. Send a message
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from the top. If you won't toler-
ate harassment, discrimination,
ethics violations and other

forms of wrongful or unfair con-
duct, then let your employees
know this.

Second, educate your employ-

ees about these issues. Not just
once in an employee handbook,
but on a regular basis.

Third, don't wait for the prob-
lem to come to you; ask if
there's a problem.

And lastly, engage in cHalogue
when investigating complaints.
Acknowledge the claimants'
feelings and try to do something
about the situation, if warrant-
ed.

One final note: The best way
to avoid employee lawsuits is to
hire people you can trust and
then keep them trustworthy.

People who trust each other
don't sue each other! Commit to

building trust within your orga-

nization, use the techniques
outlined above, and you will all
but eliminate your exposure to
today's insane legal environ-
ment. Ell

Donald A. Phin is a labor

attorney and certified management
consultant and is president of
ManagementThink, a management
consulting lirm in San Diego.

A/ST Briefs

Poe & Brown grows

DAYTONA BEACH, Fla.-Poe &

Brown Inc. recently acquired Kel-
ley-Rhodes Insurance Inc. of
Houston, d.b.a. KRB & Associates,

and Naples, Fla.-based Gulfcoast
Commercial Insurance Inc.

KRB & Associates will become

part of the Poe & Brown office in
Houston, and Gulfcoast Commer-

cial will become part of the Poe &
Brown office in Naples.

Also, the Boulton Agency Inc. in
Miami, d.b.a. Boulton Boon, be-

came part of Poe & Brown
through an exchange of stock,
which will be accounted for as a

pooling of interests transaction.
Boulton Boon will be combined

with Poe & Brown's existing
Miami office.

J. Hyatt Brown, chairman, presi-
dent and CEO of Poe & Brown,

said the additions reflect the bro-

ker's intent to expand its presence
in the Sun Belt.

PIA extranet

ALEXANDRIA, Va.-The Nation-

al Assn. of Professional Insurance

Agents is in the process of building
an industrywide extranet to sup-
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port PIA members' information,
marketing and sales efforts.

The extranet will feature single

sign-on access to a vast number of
products and services provided by
PIA and an extensive database of

marketing and management re-
sources provided by Insurance
Marketing Management Services.
The PIA is in partnership with sev- \
eral insurers that are working on
the development of transactional
capabilities for agents on the ex-
tranet.

The PIA signed a contract with
Atlanta-based HomeCom Commu-

nications Inc., an Internet software

solutions provider, to build the ex-
tranet in August. The architectural
design started in September. It is
expected to take one year to fully
implement.

Web site enhanced

HATBORO, Pa.-The Penn-

America Group Inc. has upgraded
its World Wide Web site to include

new features that increase the site's

value for agents.
These new features include: ac-

cess to claim information in a se-

cure, password-protected environ-
ment; the ability to select and
order marketing support materials
online; direct access to five special-

ized agent publications; and im-
proved functions to help other site
users locate and contact agents.

The Web site can be accessed at

www.penn-america.com.

Service center

HARTFORD, Conn.-Travelers

Property Casualty Corp. recently
launched a new business service

center to support its independent
agents writing small-business cov-
erage.

The service center program offers
a wide variety of options for agents
by providing different levels of cus-
tomer assistance. Options range
from the one-time book of busi-

ness consolidations to complete

services of a policy after it is sold,
including renewal processing, en-
dorsement issuance, certificate re-

guests, billing questions, claim in-
terfaces and cross-selling

opportunities.
Additional features and benefits

of the service center include:

• The agency's name is promi-

nently displayed on all welcome
and renewal communications sent

to policyholders.
• An integrated financial and

compensation program.
• A dedicated account team to

work with an agency.
• State-of-the-art phone and

computer technology to handle in-
coming calls.

"Travelers is dedicated to sup-

porting agents in ways that help
them build their business and bet-

ter serve their customers," said

Douglas Elliot, senior vp-Select Ac-
counts, Traveler's small-business

account unit, in a statement. "By

functioning as an extension of an
agen«s servicing operations, the
new center enables agents to focus
more of their time on sales and on

their new business efforts." l
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Chairman, President e CEO

Swiss Re America
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To BREAST CANCER RESEARCH

NOVEMBER 5, 1998

THE FAIRMONT HOTEL, CHICAGO

Sponsored by
THE INSURANCE INDUSTRY COUNCIL

FOR CITY OF HOPE

Heidi Hutter

Proceeds from this gala event will fund breast cancer research at the City of Hope Medical Center and
Beckman Research Institute. Since 1960, breast cancer has claimed twice the number ofAmerican lives lost

in World War II, Korea, Vietnam and the Gulf War combined, and has become one of the most serious
public health threats affecting women today.

Please join others in the insurance industry supporting the City of Hope's critical efforts to conquer this
disease. To make your reservations for this gala event or for advertising in the tribute journal, please
contact City of Hope by calling (800) 779-5893, or send your contribution to:
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City of Hope
1998 f'Spirit of Life" Campaign

5215 Old Orchard Road, Suite 800

Skokie, Illinois 60077

THE INSURANCE INDUSTRY CELEBRATING «THE SPIRIT OF LIFE"
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ASK A CAS UALTY ACTUARY

Q
What are the most common

pitfalls to avoid in comparing
risk financing program options?

Unfortunately, there are

 several common pitfaUs. Theytend to fall into two categories
because there are two key areas
that should be assessed in

comparing options for coverage
or risk financing.
Those areas are:

• A comparison of expected total costs.
• An assessment of the degree of risk posed by

different options.
Let's look first at common pitfalls in making

comparisons of expected costs. Such costs often are
estimated by taking recent losses and adjusting them to
the current year or the next future year. Properly doing
this usually requires making nurnerous adjustments.
Among them are those needed to reflect the effects of
claims inflation from the year the claim was incurred-
that is, the year the accident occurred that gave rise to
a claim-to the prospective year. Similar adjustments
typically are needed to reflect changes in the number of
exposure units-for example, payroll, sales, number of
vehicles, budget, etc.-and in claim frequency trends.
Further adjustments are needed to reflect loss
development and the appearance of late-reported
claims.

Incurred amounts from claims tabulations are only
the starting point for deriving unbiased estimates of
ultimate losses and other program costs.

Here is a classic example: Should an excess policy be
purchased for claims exceeding $500,000? A roster of
all past claims of more than $100,000 is reviewed.

The largest claim incurred in recent years is only
$330,000. Therefore, it is concluded that very little
should be paid for such an excess policy.

However, if all of these past claims had been
adjusted for inflation in the size of claims, then the
trended size of four claims would exceed $500,000.

Furthermore, if the fact that the number of
exposures had grown very dramatically is reflected,
those four claims should really be viewed as
representing nine prospective claims that would be
covered by the excess policy. This changes the whole
tenor of the total cost comparison.

Another common pitfall is assuming that your own
large claims experience is a reliable predictor of future
excess experience. The main problem is often that
there are so few large claims that whatever indication
you derive from them is subject to tremendous
variation on the basis of the chance occurrence or

absence of any one or more of those few claims. From a
statistical viewpoint, what has been derived is
unreliable and basically meaningless. To get around
this problem often requires considering information
from a large number of risks similar to your own
regarding the relative proportion of large vs. small
claims-r of losses in some excess layer vs. losses in
some primary layer. Another way of tackling it is to fit
a mathematical distribution to the number of small-

and medium-size claims to derive an expectation of the
number of large claims.

Another pitfall is fAiling to reflect shifts in the types
of losses that have been occurring. New kinds of causes
of loss may be becoming more frequent in current
times-or the reverse could be true.

It may also be important to reflect changes in what
different policies might cover in making cost
comparisons. Key exclusions or endorsements can have
a dramatic effect on what will or will not be covered by
a prospective policy.

It should go without saying that making a fair
comparison of alternatives normally requires reflection
of the time value of money. This is most commonly
done by estimating the present value of the total costs
of each alternative.

Another entire area of common pitfalls involves the
matter of reflecting the relative degree of risk that
various options pose. It is not uncommon for this factor
to not receive any explicit or implicit recognition. All
that is done is a comparison of total costs on an
expected-or best estimate-basis. This ignores the
substantive value that risk transfer can have in

dramatically reducing the degree of risk you are facing.
The issue of whether or not to transfer risk is really a

question of weighing the risks of self-insuring against
the rewards-expected cost savings-of seM-insuring.
The risk is that your total costs could significantly
exceed the total costs of standard insurance. In today's
soft market, it is not uncommon for the total costs of
guaranteed cost coverage to be less than the expected
costs of self-insurance. When that happens, the
decision is a no-brainer. What is the point of assuming
more risk if it is going to cost you more to do so than
giving that risk to an insurer?

Of course, there are many extenuating circumstances
that may still make self-insurance the better option
even when insurance premiums are unusually
attractive. One key consideration is the potential
impact that a change in who adjusts claims may have
on total costs.

When cost comparisons are made only at the
expected level, then the consequences of a wide range
of alternative scenarios are ignored It can be very
important to evaluate how different options compare
in the event that total losses are such as would occur

during a worse-than-average year or a catastrophic
'year.

It can be tempting to boil down the issue of risk to
just one number. It is rarely as simple as that.

Let's look at another example. Suppose that the

projected cost of self-insurance is $8.3 million, as
compared with a guaranteed cost premium of $6.8
million. This comparison leaves the strong impression
that continued full insurance is the obvious choice.

However, the $8.3 miUion projection includes a $1.6
million "margin for adverse experience," which is
based on the difference between the 85% confidence

level estimate and the expected estimate.
If we accept this margin for adverse experience as

our best assessment of the degree of risk presented by
self-insurance-note that there are many other
measures-then you are risking $8.3 million minus $6.8
million, or $1.5 million, by self-insuring. The potential
reward for self-insuring is the positive difference, if
any, between the expected total costs of self-insurance
and full insurance. Suppose that difference is $6.8
million vs. $6.5 million, or $300,000. This means that
you would have been risking a possible $1.5 million
loss in order to earn an expected return of $300,000.

That works out to a 20% rate of return. Because this

is a quite attractive rate of return, self-insuring would
probably be the best choice-all other things being
equal. This is opposite to the recommendation
suggested by the first approach.

Assessing the relative degree of risk posed by various
alternatives does not have to be an entirely subjective
process. There are several ways of measuring the
degree of risk of each option and of systematically
assessing the value of risk transfer. la,

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

Ask A Benefit Manager, Ask A Risk Manager, Ask A

BeneAt Actuary and Ask A Casualty Actuary answer
written questions from readers on risk and benefits

management issues and actuarial problems.
This month's column on actuariat issues in the casualty

field is wntten by Richard E.

Sherman, president Of Richard E.
Sherman & Associates Inc. in

Ashland, Ore. Dennis J. Nirtaut,

,,, ,* managing director of
compensation and benefits for
Arthur Andersen & Co. L.L.P. in

Chicago, answers questions for
benefit managers. Christopher E.
Mandel, senior director of risk

Mr. Sherman management at Tricon Global
Restaurants Inc. in Louisville, Ky.,
answers questions on risk

management issues. Wiltiam J. Miner, an actuary with
Watson Wyatt Worldwide in Chicago, answers actuanal

questions on benefits issues,
Address your questions to ASK, Business Insurance, 740

N. Rush St., Chicago, m. 60611. Please give us your name,
title and employer, however, Business Insurance wia
consider unsigned Letters.

Verifying readiness of RMIS for Year 2000
By Mark Dorn

]I- OW TO BEST IMPL+ElVIENT Year 2000-relateddata verification practices in risk management
information systems can get pretty ugly. The

technical staff can make a database approach sound
t:ougher than an insurance renewal after a class-action
lawsuit. The legal staff can get so focused on defining
"compliance" that you start to develop Year 2000
paranoia even about the cheap green clock in your car
radio.

Most lisk managers can focus on a few basic topics in
reviewing their own RM[S date exposures. These topics
include how dates are stored, reported, calculated and

processed over in-house systems.

The $64 million question for many RMIS is how the
dates are stored or processed in the program to achieve
Year 2000 compliance. The ideal situation is when the
overall process of planning for four-digit years or Year
2000 issues was anticipated in the core architectuIe of the
program.

Many newer RMIS since 1996 have that potential
benefit. Dates and date/times stored using the National
Institute of Standards & Technology standard date and
time formats YYYYMMDD and YYYYMMDDHHMMSS

present the least at-risk Year 2000 scenario. Products and
programs that avoided using the "native" date and
date/time data types of the underlying database similarly

also may have a Year 2000 benefit, assuming all data
entry fields that accept dates require that a four-digit year
be entered.

However, many older programs that do not store a
physical date in the database depend on the database to
interpret a stomd variable that is used at run time. These
older programs often can have a Year 2000 date exposure,
as the year is assumed to be 19XX or is calculated as a
certain number of days past a 19XX date. Because the
database might be the primary vehicle used for processing
the dates, it is not likely an application vendor can offer
the Year 2000 comfort most individuals might want. My
suggestion would be to move to a newer system to avoid

See Year 2000 on nert page
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Year 2000
Continued from previous page
the risks.

So how can you implement a Year 2000 system and data
verification process for your own RMIS? Begin by defining

the Year 2000 threats to your overall data processing.
These threats tend to appear in three levels.

Ikvel 1 threat: Des}ttop systems. The first Millennium
Bug threat could easfly be the date entry format set up in
the Microsoft Windows user-specified system date format

found in the Windows control panel. Because you
probably set this up on your own personal computer,
check it first. If you entered the user-specified two-digit

year format, the data entry controls used by your RM[S
program might not be Year 2000-compliant. This assumes
the legal definition of compliance includes storing four-

digit years in the data file.
A similar level-one threat for older PCs could be that the

hardware basic input/output system program might not

handle dates beyond 1999 unless they were rnanually reset
to 01/01/2000. Some very old BIOS programs are not able
to handle 01/01/2000 at all. After making a reassuring
backup of your program and data, why not set your PC

system date on one workstation to 2/1/2000 and see what
happens with your PC? Verify that it meets your Year 2000
and leap-year processing expectations.

I'd also recommend programming your RM[S soft:ware
to check for the system date format when it starts. This
way, if the user has not set a four-digit year, a warning

message will alert the user. The software should not run
until the four-digit year is properly set. Also, the RMIS
program can easily be programmed to check the current
BIOS date and time and compare it to the data and time of

the last login. Any discrepancy in the dates should trigger
a warning.

Ikvel 2 threat: Code review and regression testing. The
second threat level involves the technical staff performing

a programming code review and some regression testing to
ensure that four-digit year and leap-year processing
standards are met.

This involves the technical sta:Ef sending the company's

program code out to a contract information systems shop
to troubleshoot your program. Because the staff of the IS
shop did not write the program and does not know risk or
claims management, the IS shop is not likely to find things
other than obvious date format problems. So, you're not
really safe yet.

While this is being done or verified, make sure that all

date ranges are computed correctly, including date ranges
that span 01/01/1999 and 02/29/2000. Don't forget to
check the dates you created in user-defined data fields. If
these were done in a free-form text field, you might not

have a reliable date edit process, and the standard
program code review could miss your user-created fields
since they were not official date fields in the database.

Find out if your program uses date controls from third-

party software companies. These controls programs are

embedded in some RMIS programs to save time and
development costs. Unfortunately, these same firms are
small, they often go out of business and the date controls
can contain Year 2000 performance problems.

A few simple RMIS programming tests for dates
include:

Date differences

01/01/2000-12/31/1999 = 1 day
03/01/2000--2/28/2000 = 2 days (leap year)
Date add

12/31/1999 + 1 day = 01/01/2000
02/28/2000 + 1 day = 02/29/2000 (leap year)
Level 3 threat: Business rules and standards. 'Ihis level

starts to look familiar to risk managers because business

rules and industry standards start to play a part in Year
2000 processing compliance expectations. For example,
does your Occupational Safety and Health Administration
lost-time calculation default to seven days or five

workdays, or do days of lost work include or exclude the
day the employee left work and the date the employee
Irturned? Are holidays a part of the calculation? If so,
what days, and how do you ovemde these? What happens
when you do not know a key date value at the time of date

entry? Is the field left blank, is a default value entered, or is
the field automatically filled at a later time?

Some key dates in RMIS to evaluate include: date of

injury or death; insurer notified date; OSHA or state
reported dates; statute of limitations date; payment and

reserve dates; diary follow-up dates; claim, loss and events
dates; suit and court dates; record updated; time/date
stamp; reopen date; and policy expiration dates.

Because it is already late 1998, one might ask, "Do I
need to do a second review of the Year 2000 situation at

thjs time if I already did one?" Absolutely. You are at risk

due to new hardware changes, new programs you may
have loaded that change Windows settings, or dynamic
link libraries program versions and the fact that Year
2000-compliant applications have a higher standard. Now
the boardroom players and your auditors expect a lot more
than just having programs work without defect after Jan.
1,2000.

The overall benefits to risk managers for investing time
in Year 2000 verification are both operat:ional and
financial. Operational benefits, such as breezing through a

workers compensation check run or getting report result:s
that reliably calculate lag times with compliance dates, are
obvious. Perhaps not so clear are the financial benefits.
Avoiding IRS Form 1099 errors and OSHA reporting fines
and accessing all-not just some-claims files in the date
selection run you gave your actuary can save a lot of

money.

What steps might one take to prove that a RMIS is Year
2000-compliant? Year 2000 remediation and verification

requires a multidimensional process. Do not depend solely
on sending a legal questionnaire that asks or demands that
the software is Year 2000-compliant or -compatible. This

is not a bad step; it just does not prove that your systems,

programs and practices are being operated in a Year 2000-

compliant manner within your processes.
Don't depend on a legal definition for Year 2000

comfort. Definitions for what is Year 2000-compliant can

be a good reason to take a closer look. Is the program or
technology Year 2000-compliant, or just Year 2000-
compatible, certified, ready, resistant, immune, supported,
functional, error-free or plain old working? Is the program

providing dates on the display screens, reports, derived
field calculations, database storage files and in
input/output files, all in a four-digit year structure?

For every hour and every dollar spent on questionnaires

or legal review, why not spend $5 on a hands-on local
technical and application operational review? Do some
old-fashioned "show me" testing. Write procedures, enter

test data, plan your next equipment upgrade and stay

ahead of the baggage of having older technology systems.
For example, disk operating system programs running on
old Windows 3.1 systems are unlikely to ever be as Year
2000-compatible as you'll need. Why wait any longer to

upgrade? Now is a good time to call your RMIS partner
and plan your future, even if you need some new software.

How to do you keep improving data quality and dates
after the new millennium is here? Create a role for data

quality and process verification within your daily and
monthly RMIS operations, or add it to your third-party
administrator contracts as a funded expectation. Use the
free DORN Claim Data Specification and resource
exhibits, found on the World Wide Web at dom.com, to

focus on risk management dates that matter. Define who
fixes data now and why. How often? What testing of dates,
derived fields or financial calculation is occurring? What

audit trail for data deletions, database tampering and
program upgrades is being managed? Do you plan to test
for Year 2000-type date issues after every upgrade or new
hardware change? Oops. Time to stop before the Year 2000
paranoia takes over again.

So, let's move the current, lirnited Year 2000 discussions

beyond the obvious nuts and bolts. Let's talk about
solutions that work, with dates and other forms of data. In

the long run, we'll accompljsh a lot more.

The author's comments do not rdect the limitation or
erpertise ofany specijic product or vendor in Year 2000

data compliance issues, including that OfDORN
Technology Group Inc.

-'

Mark Dom is president of

DORN Technology Group
Inc., a Liuonia, Mich.-based

company specializing in risk
and claims management

information systems.

Exclusion does not apply to sexual contact: Court
Improper sexual contact is outside the scope of ageneral liability insurance policy exclusion for

injuries arising out of the rendering or failure to

render medical service or treatment, according to the
1VIinnesota Court of Appeals.

Several former patient:s of an allergist employed by the
Mork Clinic claimed the physician had sexually abused

them during medical examinations. The patients sued
both the physician and Mork. Mork gave notice of the
claims to its general liability insurer, Fireman's Fund

Insurance Co. The insurance policy provided indemnity
and defense coverage against claims of bodily injuries

caused by an occurrence. The policy contained an

endorsement excluding from coverage bodily injury
arising out of the rendering or failure to render medical

services or treatment. Fireman's denied coverage. Mork
settled with the claimants and brought this suit to obtain
a declaration of Fireman's responsibility for indemnity.
The trial court held Fireman's liable.

On appeal, Fireman's argued, in part, that the claims
against Mork were defeated by the exclusion in the policy
for injuries arising out of the rendering of medical

services. But the court pointed out that the sexual contact

legal Briefs
of the allergist here was not required for the medical
services he was rendering. Thus, the court said, the claims
against: Mork did not fall within the medical services
exclusion of its commercial general liability policy. The
trial court decision was affirmed.

Mork Clinic us. Fireman's Fund Insurance Co.,

Minnesota Court of Appeals, March 17, 1998 (BI/03/N.-
$10).

Employer can't count Social Security

An employer could not offset against workers
compensation benefits the Social Security benefits an
employee received on account of her husband's payment

into the system, according to a Louisiana appellate court.
Marie Thompson was injured in the course and scope

of her employment. She received workers compensation
benefits until she failed to attend a scheduled

independent medical examination. At that time, benefits
were terminated. Ms. Thompson filed to force restitution

of benefits. The employer and its insurer demanded to
offset Social Security benefits received by Ms. Thompson
against their liability for payment of benefits. Ms.

Thompson was receiving $425.40 per month in retirement
benefits through her husband's Social Security records.

The workers comp judge denied the offset.
The appellate court said Ms. Thompson's Social

Security benefits here represented payment made on
behalf of her spouse. These payments are not retirement
benefit:s paid because of her own payment into Social

Secuity nor do they represent Social Security benefits
received because of her own disability, the court said. To

allow an offset here, the court noted, would give a
windfall to the employer. The court agreed that it was not
in error to have denied the offset.

Big Star of Many vs. Thompson, Court of Appeal of
Louisiana, March 6, 1998 (BI/04/N.-$10). id'

These abstracts were prepared by Mayo H. Sti€gler.

Copies Of these decisions are avaitable by sending a $10
check payable to Mayo H Stiegler, to Business Insurance,
740 M Rush St., Chicago, m. 60611-2590. List the number
for each opinion.
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Pensions
Continued from previous page
insurance expert Klaus Vater. "The
new finance minister will have the

final say."
That could be bad news for em-

ployers. Germany's new finance
minister, Oskar Lafontaine, was

the driving force behind plans to
roll back employer-friendly social
insurance reforms initiated last

year. "Few employers believe Mr.
Lafontaine will sacrifice the over

3.3 billion marks ($2.0 billion) in
tax revenues required for the re-
forms," said Eugen Mueller, BDA
director of social insurance.

The tax issue is critical. Under

current German law, German em-

ployers must treat contributions to
employee pension plans as wage
costs. The resulting taxes boost em-
ployer-sensitive labor costs, which
already are among the world's
highest.

Mr. Mueller insists the tax rev-

enue argument is shortsighted.
"Everyone knows the social securi-
ty system is wobbly. Fewer workers
are supporting a fast-growing
number of pensioners. Demograph-
ic change makes emphasis on com-

pany pension plans a must. Besides,
pension funds with greater capital
investment possibilities would fuel
the economy."

Germany must modernize pen-
sion fund regulations by deferring
taxation of benefits until an em-

ployee retires and offering the op-
tion of defined contribution plans,
said Mr. Mueller, who favors incor-
porating elements of pension funds

found in other countries.

Last year, a government report
commissioned by the Finance Min-
istry looked into the possibility of
setting up in Germany private pen-
sion funds such as those found in

the United Kingdom and the Unit-
ed States. The result gave validity
to employers' concerns, said Mr.
Mueller. "The study concluded that
it wouldn't take much to improve
the German system. We already
have a form of pension fund, but it
needs to be made more tax-friend-

ly."
Defined contribution plans are

among the employer-friendly ele-
ments needed, said Mr. Mueller.
German employers can offer de-
fined benefit plans but not defined
contribution plans. Pension plans
are often insurance-based and

must adjust benefits in accordance
with inflation. "Defined contribu-

tions would allow companies to set
up plans that tie benefits to compa-
ny performance. It would have
more flexibility to tie benefits to
company growth," he said.

Four changes are essential, says
Mr. Mueller.

• Deferred taxation is needed for

all company pension plans.
• Employers need the option of

offering defined contribution plans
as well as defined benefit plans.

• Pension fund administrators

must have more investment options
for plan assets. Under German law,
no more than 30% of most plans'
assets may be invested in securities.

• Employers' external pension
fund reserves should be tax-ex-

empt. Such reserves, which allow
employers to draw on the funds for

Services Guide

CPCU candidates
and IIA

lguarantee you will learn moie in less time with
The Burnham System - or your money back

Ray Burnham. CPCU, CLU. ARM
19 Everett Street. Southbridge. MA 01550

Call 1-800-GET-CPCU Now!

FOR 1999 RATES AND

EDITORIAL CALENDAR

CALL 312-649-5340

Publishing November 23 in

Business Insurance®

Call Now To Reserve Your Ad Space!
(312) 649 - 5340

For advertising information contact: Irais Amleshi,
Classified & Services Guide Advertising, 740 North Rush Street, Chicago, Illinois 60611.

Telephone (312) 649-5340 • Fax (312) 649-7937

INTERNATIONAL

other corporate purposes, are cur-
rently taxed.

Despite tax drawbacks, company
pension plans are far from dead,
contends Jens-Peter Stoehr, the

Among the employer-
friendly elements
needed are defined

contribution plans, says
Eugen Muller.

treasurer of Deutsche Shell A.G., a
subsidiary of Royal Dutch/Shell
Group. Deutsche Shell created a
pension fund of 2 billion deutsche
marks ($1.22 billion) early this year
to generate higher returns from its
assets.

The pension plan is a book-re-
serve account, a type commonly
used by German employers, but it

Flooding
Continued from previous page

Heavy rain and localized flood-
ing was continuing in Wales well
into last week, making it difficult
to predict total financial damages.

A spokesman for the U.K.
claims adjusting firm of Craw-
ford-THG Ltd. said claims are

coming in "thick and fast" but
that it is too early to get an accu-
rate picture of total losses.

Claims adjuster Ellis & Buckle's
national service center in Cardiff,
Wales, took 500 calls from policy-
holders over the weekend.

An Ellis & Buckle spokesman
agreed that while river levels re-
main high, the full extent of dam-
age cannot be measured yet.

It could take weeks for swollen

rivers in Wales to subside fully,
allowing a clear appraisal of dam-
age, said Alan Wiseman, president
of the U.K. Institute of Public

Loss Assessors.

"It is still a case of wait and

see," he said.
But Mr. Wiseman estimated that

total insured and uninsured dam-

ages resulting from the storms
could reach £500 million.

He said that estimate includes

damage to municipal government
properties-which in the United
Kingdom are typically self-in-
sured-plus business interruption
losses, mainly in the transporta-
tion industry.

Ferry services were particularly
hard-hit by the storms. Irish Sea
ferry crossings between the Unit-
ed Kingdom and Ireland were al-

is part of a separate trust fund,
which gives Deutsche Shell greater
freedom to invest in stocks and

bonds.

According to Mr. Stoehr, the
trust will enable Deutsche Shell to

gain a greater return on its assets
than the company would have in a
conventional pension arrangement.
Under the book-reserve system,
German companies can make tax-
deductible pension contributions
but must invest assets back into the

company. Most large German cor-
porations have pension plans based
on book reserves, which Mr. Stoehr
says is the most tax-efficient way
of financing pension debt under
German law.

Unfortunately, a trust fund solu-
tion is not open to all German com-
panies, said Axel Heitkamp, an
Aon Jauch & Huebener executive

board member who helped develop
Deutsche Shell's program. "Com-
panies must be able to take advan-
tage of U.S. accounting rules to

most completely suspended over
the weekend. English .Channel
ferry crossings from Dover were
subject to long delays, but there
were no reports of canceled
services. Brittany Ferries Ltd.,
of Plymouth, south England,
was forced to cancel two return

services to Santander, Spain, af-
ter heavy winds caused minor
hull damage to one of its ferries.

Mr. Wiseman said there also

were several reports of trans-
portion companies' vehicles being
stranded by the flooding. Those
strandings could lead to further
business interruption claims, he
believes. He said there had been

no reports of flooded industrial
parks, which means major com-
mercial property claims are un-
likely.

3 ettrey Salmon, managing di-
rector of London-based claims

adjustor Salmon Assessors Ltd.,
agreed that early flood reports in-
dicate household properties are
the worst affected and there is lit-

tle commercial damage.
Mr. Salmon estirnates to-

tal damages resulting from the
floods could reach between £400

million ($671 million) and £500
million.

But the ABI spokesman said he
believed such figures are too high;
he said the ABI's estimate of £100

million of insured damage is more
realistic.

As with the Easter floods, the
U.K. Environment Agency, which
is responsible for public flood
prevention and planning in Eng-
land and Wales, was criticized for

its performance during the latest

make full use of this option," he
said. "And there is no way around
having the transfer of reserves
taxed (when switching them to ex-
ternal funds). Still, investment op-
portunity is a definite advantage.
Pension contributions are still con-

sidered assets."

Mr. Heitkamp said he hopes Ger-
many's new government will move
toward the BDA's position. "Pen-
sion funds such as those found in

the United States and Great

Britain do have benefits. They al-
low for the flexible allocation of

funds; have (deferred) tax advan-
tages; and are not subject to insur-
ance regulation, which restricts
their investment policy."

For the time being, however, the
trust solution may be the best Ger-
many has to offer. For some, at
least, it is the best move. Nether-
lands-based electronics giant
Philips Corp. already has signaled
it willlaunch a similar trust in Ger-

many. Em

floods.

Most criticism again was cen-
tered on the agency's warning sys-
tems.

The Environment Agency was
criticized last month in an inde-

pendent report on the Easter
floods and, subsequently, commit-
ted itself to improving its flood
warning and defense systems (BI,
Oct. 19).

But Mr. Salmon said he saw no

improvement in the Environment
Agency's performance.

Mr. Wiseman agreed that the
agency's systems again were inef-
fective. "The warnings were no
better than last time," he said.

An Environment Agency
spokesman said it is too early for
the agency to make a formal state-
ment about its performance dur-
ing the latest floods.

He said the agency always con-
ducts a review of its performance
after such events and will "take

on board" any criticism. "We will
look at the implications of these
floods and see if further improve-
ments in defenses. and warnings
need to be made in the wake of the

report," the spokesman said.
Most of the Environment Agen-

cy's actions since the release of
the Easter floods report have been
focused on improving flood de-
fenses in the parts of central Eng-
land most affected by those
floods, the spokesman said. He
said some work has started on im-

proving national flood warning
and river gauging systems. But, he
noted, the agency is not due to re-
lease its full plan on such initia-
tives until later this month. M
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Risk managers told to show value
By KATE TILLEY

MANILA, Philippines-As Asian
corporations cope with the region's fi-
nancial crisis, they must avoid the
temptation to trim the risk manage-
ment department in any cost-cutting.

Such cuts were decried by numer-
Dus speakers at the Federation of Asia
Pacific & African Risk Management
Organisations' second biennial con-
ference, held at the Peninsula Hotelin
Manila Oct. 14-16.

But speakers told Asian risk man-
agers they had to move from being
simply insurance buyers to being true
risk managers; that way, the speakers
said, the risk managers could demon-
st:rate their value.

Kevin W. Knight, risk management
coordinator for Education Queens-
land in Brisbane, Australia, is the FA-
PARMO secretary and an honorary
life member of the Assn. of Risk & In-

surance Managers of Australasia. He
said one reason risk management is
seen as "something that can be
chopped in an economic downturn" is
that there is no good way to show the

PAL
Continued from page 23
crisis. Emergencies get the most at-
tention during the first 24 to 48
hours, when facts are scarce."

He said newsrooms are the place
where .your message is processed,
scrutinized, dissected, mangled, or
worse...thrown in the garbage bin."

The editor decides whether to

publish or broadcast a press release
based on news value, substance and

importance. The editor is the virtual
dictator. "In the newsroom, there is

no place for democracy," he said.
Mr. Estabillo said hostile reporters

and interviewers can surprise execu-
flives or put them off guard with un-

real cost of risk.

"We need good financial account-
ing systems that show the real cost of
risk, including the hidden costs...not
just the insurance costs," he said.

Levi R. Rebanal, FA-
PARMO president and
the managing partner of
the Manila law firm of

Rebanal, Hernando &
Rebanal, said risk
management is "just a
toddler" in the Philip-
pines and needs a lot of
nurturing to help it grow. But he
warned that the Asian economic crisis

means companies are downsizing, re-
trenching, merging and consolidating,
and risk managers often are the casu-
alties because the benefits of their

work are long-term and not well-un-
derstood.

Risk managers have to change
boardrooms' views so that risk man-

agement will be seen as a profit center
and not as a cost, he said.

Mr. Rebanal said most Filipinos' at-
titude toward risk was nonchalance.

"We are fatalistic and live dangerous-

friendly questions. "The cardinal
rule is to resist any combative in-
stincts," he noted.

"You may be sorely tempted to
stikeback at what you consider un-
fair treatment. Even if you think the
media is irresponsible, if you lose
control of yourself, you willlose con-
trol of the situation," he said.

In a crisis, the media can be "your
best friend or your worst enemy."
The difference lies in preparation.
Mr. Estabillo advised risk managers
to build rapport with journalists.
"Friendly media relations are based
on trust and mutual respect."

He said PAL has been able to"sur-

mount one crisis after another" be-

cause it implements effective com-
munications plans. [Ell
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ly; call it masochism. We smile in the
face of danger and adversity; call it re-
silience. But these attitudes can be

disastrous in business," he warned.

But Mark A. DeLillo, president of
the New York-based Risk &

Insurance Management
Society Inc. and vp-risk
management for Tam-
pa, Fla.-based manu-
facturer Celotex Corp.,
said adversity could be

positive for risk manage-
ment. A tragedy had been

one of the drivers of risk manage-
ment for his company. Celotex's 1972
purchase of a company that had made
asbestos building products resulted in
it seeking a Chapter 11 bankruptcy
ruling in 1990 because of the huge

number of claims against it.
Mr. DeLillo said Celotex came out

of bankruptcy in May of last year,
having implemented a settlement
trust to pay the 190,000 claimants. A
more aggressive approach to loss pre-
vention might have made the liabili-
ties involved apparent before the pur-
chase. "Insurance was beneficial but

didn't solve our problem. We had no
loss prevention policies in place at the
time, but (the experience) showed
that, by implementing sound risk
management, we would never have to
face such a tragedy again," he said.

Reg A. Bancroft, general manager
(Pacific operations) for Sydney, Aus-
tralia-based Royal & Sun Alliance
Global Pty. Ltd., also sees long-term
benefits for risk management in the

Asian crisis. "Major investors coming
into the region will apply more strin-
gent corporate governance rules,
changing the way companies think
and behave," he said.

Mr. Bancroft predicted "a very dif-
ferent business landscape" in two to
five years, when the "present prob-
lems" are overcome. He predicted
closer shareholder scrutiny of the
"construction and operation of com-
pany boards." Other countries would
follow Australia's lead and make

compliance a legal requirement. Aus-
tralian companies must report their
risk management/corporate gover-
nance strategies to the Australian
Stock Exchange annually.

Mr. Bancroft said the heightened
emphasis on compliance will see risk
management sponsored more directly
by chief executive officers. This, he
said, will make formore sophistication
in risk/reward evaluation models. m
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MANAGEMENT OPPORTUNITY REGIONAL MARKETING MANAGER PRODUCER SENIOR UNDERWRITER MARKETING POSITION RISK MANAGER

Growing Chicago based insurance 11[m has
Extremely well positioned smaller New We are seeking an aggressive, self- Goodman Holding Company, LP, the
York area MGU seeks sales-marketing Challenging sales opportunity available International Insurance/Reinsurance Group

motivated, experienced insurance owner of Goodman Manufacturing, the
ground-floor opportunity lor general manager 01 professionals with impeccable industry for rap,dly emerging professional SeekS a motivated Senior underwriter to join professional to market alternative

world's largest privately held HVAC mfgr,
a start-up P&C agency 10+ years experience credentials to develop and implement hability broker in the Chicago area last moving growing organization This ts and AMANA, the home appliance mfgr, is

High 5 ligure salafy Flus substantial bonus Call wholesale marketing strategy for new Dut,es will include soliciting new a new position and the ideal candidate risk products for program business conducting a search for an expd Risk
David at (312)629-6235 proprietary A&H product Product is business through the qualified leads musl have at least 10 years underwriting The ideal candidate will have three Manager to be based at our Houston, TX

already selling well and developing a prospect base and 5 years management expenence
to five years experience marketing headqtrs

Successful candidates will have 5 plus Responsible for the renewal of Undefwriting experience should include insurance/reinsurance products to Successful candidate will be resp for all
accounts assigned to him/her Position15' 111Rf4ll'/11011:11#i,Limb years experience including selling to retail agents, brokers, wholesalers insurance related areas of the Company to

General Agents and Brokers, be fully Includes a base salary plus incentive workers compensation/properly casualty or MGAs Substantial earn ing include Casualty, Property, and Health- licensed, and be a highly motivated Candidates should have potential for Exposure to research, development andl We prefer a person currently in a Risk
SEDGICK, JaH and MaM PRODUCERS self-starter Past retail experience a plus management responsibilities preparation of independent filings and Potenttal Extens,ve U S travel Mgt position with a mfg co but will

Ground floor opportunity with future Qualifications include a bachelor's automated policy Issuance systems is a required Ground floor opportunity consider a person with exp m the above
11 you are good. but tired ollienational brokers, mdustry leader Competitive salary, degree. 3-5 years sales/insurance plus CPCUqualiftcationsorequivalent with with a first class, fast growing listed areas whose next career move
consider Colorado with a progresSIve mrge regional benefrts, extensive travel required experience, excellent Interpersonal proven track record essential Based In entrepreneurial cornpany would be into a Mgt position

broker Send your resume to Van Gilder Insurance,
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IN RE PETITION OF MALCOLM L BUnERFIELD AND

INSURANCE SERVICES MANAGER 740 North Rush Street
ANTHONY J MCMAHON, AS JOINT PROVISIONAL LIQUIDATORS OF

The Association of Washington Cities ts Chicago, IL 60611
BELVEDERE INSURANCE COMPANY UMITED,

seeking applicants to fill the position of lilllF\M&1111/!) IPSE!]IilD
CASE NO 98-8-47660 (JLG) Insurance Services Manager for the

NOTICE IS HEREBY GIVEN THAT, PURSUANT TO AN ORDER (THE 'ORDER') OF THE
AWC Employee Benefit Trust, AWC Risk

UNITED STATES BANKRUPTCY COURT FOR THE SOUTHERN DISTRICT OF NEW YORK (THE 'BANKRUPTCY
Management Service Agency, and Wellness
program The Trust provides approximately MANAGER ;A CHRYSLER INTERNATIONAL

COURr), IN CONNECTION WITH THE PETITION FILED PURSUANT TO SECTION 304 OF THE BANKRUPTCY
200 member cities health, dental, vision, life, SALES & MARKETING DIVISION

CODE WITH RESPECT TO BELVEDERE INSURANCE COMPANY LIMITED (THE 'COMPANY"), A HEARING 7/ INSURANCE RISK ANALYST
WILL BE HELD ON NOVEMBER 4, 1998 AT 200 O'CLOCK PM, BEFORE THE HONORABLE JAMES L long-term disability, employee assistance LDG has an Immediate opening for a
GARRITY, JR IN ROOM 610-2 OF THE BANKRUPTCY COURT, ONE BOWLING GREEN, NEW YORK, NEW program, and long-term care benefits The Sales and Marketing Executive in the Chrysler Insurance Company, a growth Weinational brokerage firm seeks candidates mill
YORK (THE 'HEARING'), TO CONSIDER THE PETITIONERS' REQUEST FOR A PRELIMINARY INJUNCTION

Risk Management Service Agency (RMSA) s international accident and health oriented A+ carrier, has immediate 3-5 years experience In Insurance (2 m
ON THE TERMS SET FORTH BELOW, AND PENDING THAT HEARING A TEMPORARY RESTRAINING ORDER a property and liability pool The Wellness insurance field This individual will be openings on its staff for three positionsprogram offers a variety of resources responsible for implementing sales international), to facilitate company-wide book of
15 IN EFFECT Internalional business Must be aggressive into encourage healthier lifestyles choices and profit strategies with a clientele

(1) ENJOINING AND RESTRAINING ALL PERSONS AND ENTITIES FROM (A) Primary responsibilities of this individual including Colleges and Universities. State Field Sales Managers researching issues, organized to handle work flow

TRANSFERRING, RELINQUISHING OR DISPOSING OF ANY PROPERTY OF THE COMPANY IN THE UNITED include the management, strategic and Federal Government Agencies 2 locations to be determined and liaison with foreign bukers Ouallfications for

STATES,' OR THE PROCEEDS OF SUCH PROPERTY. TO THIRD PARTIES, {B) COMMENCING OR planning, daily operations. product/program Foundations. Corporations as well as Qualified candidates must have a this position Include a Bachelof's degree,

CONTINUING ANY ACTION OR OTHER LEGAL PROCEEDING (INCLUDING, WITHOUT UMITATION, development, and supervision of Internal profit and Non-Profit Agencies engaged minimum of 4 years experience m the excellent communication and organizational skillsARBITRATION, OR ANY JUDICIAL, QUASI-JUDICIAL, ADMINISTRATIVE OR REGULATORY ACTION, staff and external service providers for the in international exchange of students, commercial property and casualty sales and working knowledge 01 Microsoft OllicePROCEEDING OR PROCESS WHATSOEVER) AGAINST THE COMPANY, OR ANY PROPERTY IN THE UNITED various programs A degree In business scholars. faculty and industrial trainers field A college degree is required Candidates should send cover letter, resume andSTATES INVOLVED IN THE FOREIGN PROCEEDING, OR ANY PROCEEDS THEREOF, AND SEEKING administration, public administration, or a
DISCOVERY OF ANY NATURE AGAINST THE COMPANY, (C) ENFORCING ANY JUDICIAL, OUASI-JUDICIAL, related field is required A progression of The Ideal candidate must be a positive. Experience m selling Insurance to salary requirements (cover letters w/0 salag
ADMINISTRATIVE OR REGULATORY JUDGMENT, ASSESSMENT OR ORDER OR ARBITRATION AWARD higher levels of administrative/management energetic, organized and self-motivated significant size commercial accounts is requirements will not be considered) to
AGAINST THE COMPANY, AND COMMENCING OR CONTINUING ANY ACT OR ACTION OR OTHER LEGAL responsibility in an insurance, employee individual seeking an opportunity with preferred
PROCEEDING (INCLUDING, WITHOUT LIMITATION, ARBITRATION, OR ANY JUDICIAL, QUASI-JUDICIAL, benefits or risk management field ts a growing company Must have excellent Joanne Beauva,s,

ADMINISTRATIVE OR REGULATORY ACTION, PROCEEDING OR PROCESS WHATSOEVER), TO CREATE, preferred as ts experience in state or local presentation, sales and marketing Underwriter Human Resources Representative
PERFECT OR ENFORCE ANY LIEN, SETOFF OR OTHER CLAIM AGAINST THE COMPANY, OR ANY OF ITS government insurance programs Salary skills along withacommitment tohigher Qualified candidates must have a Hobbs Group, LLC
PROPERTY IN THE UNITED STATES, OR ANY PROCEEDS THEREOF, INCLUDING, WITHOUT LIMITATION, in the low 70'$ An automobile and excellent education and a keen interest in

minimum of 5 years experience m 24 Exeter Farms Road

RIGHTS UNDER REINSURANCE OR RETROCESSION CONTRACTS, AND (D) DRAWING DOWN ANY LETTER benefits package are provided Non-smoking international affairs A Bachelors degree commercial property and casualty
OF CREDIT ESTABLISHED BY, ON BEHALF OR AT THE REQUEST OF, THE COMPANY, OR WITHDRAWING office (with a major in English, History or Exeter, NH 03833

underwriting A college degree A
FROM, SENING OFF AGAINST, OR OTHERWISE APPLYING PROPERTY THAT IS THE SUBJECT OF ANY Political Science preferred) and prior E-mail: ibeauvats@hobbsgroup.corn

required Expenence m underwriting
TRUST OR ESCROW AGREEMENT OR SIMILAR ARRANGEMENT IN EXCESS OF AMOUNTS EXPRESSLY The Association serves a variety of functions insurance experience required significant size commercial accounts is Fax: 603-775-7351
AUTHORIZED BY THE TERMS OF THE CONTRACT AND ANY RELATED TRUST OR OTHER AGREEMENT for cities with diverse populations around

PURSUANT TO WHICH SUCH LETTER OF CREDIT, TRUST, ESCROW, OR SIMILAR ARRANGEMENT HAS the sate The Association ts an Equal LDG offers a professional environment preferred
and competitive compensation and

BEEN ESTABLISHED, EXCEPT, HOWEVER, NO DRAWING AGAINST ANY LETTER OF CREDIT SHALL BE Opportunity Employer and individuals of all

MADE IN CONNECTION WITH ANY COMMUTATION UNLESS THE AMOUNT HAS BEEN AGREED IN WRITING ethnic backgrounds and origins are benefits program Please send resume We offer a competitive compensation
with salary requirements to

WITH THE PETITIONERS OR PERMITTED BY FURTHER ORDER OF THE COURT, encouraged to apply Interested persons and benefits package along with
should contact the AWC office at LDG excellent growth potential Please

(2) REQUIRING ALL PERSONS AND ENTITIES THAT ARE BENEFICIARIES OF LETTERS OF (360)7534137 for a cornplete job CIO Donald V Reilly send resume with book of business rvve r<on
TT T 1
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Business Insurance-Online!
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Utilities risk and credit guarantees to U S The Hubco prolect was the first the international media, the South- could have totaled billions of dol-
businesses Investing abroad prmeet undertaken by the World ern Co project is the only contract lars

"You can restnct the profitability Bank in a program to restructure to have been canceled outright and But, Hiscox's Mr Lynch and oth-
Cont:nued from page 3 of an enterprise in many ways the Pakistani energy sector that be- is the subject of a political risk in- ers say that "future income streams
pohtical risk at Zurich-American through taxes, surcharges, tariffs gan in 1985 However, World Bank surance claim The utility are flifficult if not impossible to in-
Insurance Co m Washington and levies," noted Mr McCallum sources said the restructunng of the spokesman denied the reports sure If you spent $30 rmllion, you

The Asian financial Crisis and re- But, m the case of utihties, not all electricity sector is incomplete, ac- Another U S power utility, Ar- can get your money back "
gional currency devaluations fur- political risk insurance speciahsts counting for the problems WAPDA lington, Va -based AES Corp , has An asset expropriation has a cal-
ther cloud the polltical nsk outlook agree faced received notices from the Pakistani culable impact on a company's bal-
The government of Indonesia has "There is a drEference between the Hiscox's Mr Lynch confirmed government that it will terminate ance sheet Once the claim is paid
unilaterally suspended a number of actions of a government within its this view following his conversa- AES' power purchase agreement for for the asset, though, it is difficult to
power purchase agreements with governing capacity and a govern- tions with the independent power two prolects with a total value of see why an insurer should compen-
foreign investors because the state- ment acting m its commercial ca- producers "WAPDA had a master $700 milhon sate a company for more than one
owned electricity utdity, Perusa- pacity," said Geoffrey Lynch, head plan drawn up with the World bank An AES spokesman said the com- year's cash flow as the earlier m-
haan Listnk Negara, was unable to of polltical risk at Lloyd's of Lon- on a logical basis, but then the gov- pany does not have pohtical nsk vestment may be rein'vested else-
pay for power it contracted to buy don managing agency Hiscox PLC ernment allowed anyone to bid for coverage for ltS Pakistan prolects where, Mr Lynch said

"A lot of issues have been thrown The Pakistan government first power stations, and they were locat- and that the dispute is now in arbi- OPIC's Mr Vandewater said that
up by the econorme circumstances confronted the private power sector tration In a statement, AES denied CalEnergy has not yet submitted a
We are looking at power prolects in May when Power Minister Nadir government allegations of corrup- claim and that the insurer has a lim-

with a httle more skepticism," said Perwaiz said the government had Expropriation is no longer tion it of $200 million per project in In-
Adrian Lewers, polltical nsk under- proof, from government court ac- Although the Pakistan govern- donesia OPIC does not cover failure
writer at Lloyd's of London manag- tions against Benazir Bhutto and just 'sending tanks to ment is attempting to renegotiate to honor sovereign guarantees, he

ing agency Brockbank Group PLC her husband, that a number of pro- surround the factory and contracts with power producers, said
"I think that where the cancella- iects had obtamed contracts any reduction could result in a Indonesia "basically reneged on a

tion of a PPA bnngs about the per- through bribes and kickbacks to the throwing you out,' says breach of contract claim, World deal," Mr Hammet said All of the
manent shutdown of a power plant, Bhutto government Then the La- Mark Vandewater. Bank sources said "If a local court contracts specified payments by
it is insurable as a catastrophe," hore High Court ordered the largest orders a tanff to be reduced, that is PLN to Ca]Energy m US dollars
said Angus McCallum, managing project, The Hub Power Proiect, to a breach of contract If WAPDA and were guaranteed by the Indone-
director of London-based Sedgwick cut its taI'lffs by 57% Hubco ap- pays less (to the IPPs), then the gov- man government But Mr Hammet
Group PLC's Financial and Pohti- pealed the rulmg and denied the ed m the wrong place," he said ernment has to make up the differ- relected the idea that Indonesia lS
cal Risk division corruption allegations "The fundamental problem with ence," the sources said unable to honor its sovereign guar-

Pohtical nsk Insurance covers any Hubco is a consortium headed by creating independent power pro- Contracts in Pakistan are guaran- antees "It's hard for me to imagme
cancellation, revocation or abroga- UK -based National Power PLC ducers in developing countries is teed by the government "So you go that a country as rich as Indonesia is
tion of the power purchase agree- with Xenel Industnes of Saudi Ara- that initially it is based on political back to looking at sovereign guar- broke," he said
ment that causes a cessation, he ex- bia and Mitsui Corp of Japan The expedlency These things sometime antees But then what do you do if Polltical risk insurance speciahsts
plamed prmeet is a 1,294-megawatt, gas- bear no relation to economic reali- the government goes broke?" the meanwhile are looking for new

Mr McCallum said two basic is- fired, four-unit power plant costing ty," said Christopher Weston-Si- sources asked ways of covermg the nsks of utilities
sues arise in the Palastam and In- $1 77 bilhon mons, director of the global proper- Political Ilsk insurance under- in developing countries "Over the
donesian actions The first is a de- Pakistani officials began an mves- ty and casualty department, with winters and brokers disagree on last two years we have been looking
valuation of the local currency, tigation into charges of corruption responsibility for the IPP Focus whether such a breach of contract at the risk classification and evalu-
which in the case of Pakistan was and overpricing, froze Hubco's bank Group, at London-based W1115 Cor- should be classified as a commercial ation associated with limited and
aggravated by the nuclear tests The accounts because of non-payment of roon Group PLC He added that nsk or polltical risk non-recourse project finance," said
second was that the government taxes, which the company said it did the Independent power producers "You have to look at the individu- Willis Corroon's Mr Weston-Si-

deemed as too high the unit prices of not owe, and for a time barred some negotiate contracts in good faith, al elements You could offer cover mons The problem is to avoid pillng
electricity sold by the independent Hubco officials from leaving the with prices decided at the time to for non-honormg of sovereign guar- on Insurance premium costs that
power producers Pakistan has or- country The investigation ended, respond to debt service and profit antees If you are lookmg at whether cannot be sustained by the project
dered the power producers to cut though Hubco has not reached an Future demand for electncity in WAPDA as a buyer can pay, then "So we have to find a way of trans-
their rates on average between 30% agreement with the government Pakistan also has been overestimat- that is a commercial risk You ferring the rlsk in a good manner to
and 40% or see their contracts ter- Sources at the World Bank m ed, putting many of the prolects at wouldn't put that under politics reduce the cost of borrowing The
mmated Washington who spoke on condition risk, he said "From what I have The issue of renegotiation can take market for this will not be the con-

In Indonesia, attempts to increase of anonymity said the matter is seen, developing countries have ne- place in a commercial context At ventional one-probably (it wtll be)
electricity and fuel costs this sprmg headed for arbitration The World gotiated for more power than they what stage do you deem a project to in the alternative market," he
led to rioting that overthrew Presi- Bank is both a creditor and guaran- need, and so the PPA (power pur- be exproprlated? These are all issues added
dent Suharto In addition, the de- tar of the Hubco prolect and is eager chase agreement) cannot be sus- which are new to investors and in- But Mr Lewers said that alterna-

valuation of the rupiah by more to reach a settlement talned by the local economy But no surers," said Brockbank's Mr Lew- tive rlsk fmancing products for po-
than 40% has meant that GDP is The settlement would be neces- country is gomg to talk down its ers htical risks "can never take off all

expected to shrink by 15% this year sary to any international agreement economic prospects," noted Mr We- The issue of inability to pay for the risk "
A number of projects were canceled to renegotiate Pakistani foreign ston-Simons power also arose in Indonesia In Zunch-American's Mr Riordan

because the state power utility was debt, the World Bank sources said Pakistan has a temporary power January, the government suspended beheves that in the future the pollti-
unable to pay on the power pur- A Hubco spokesman in Karachi overcapacity, and WAPDA has dif- three prolects operated by Omaha, cal risks associated with water util-
chase agreements it had signed said "Matters are still at a standoff hculty paymg its bills, the World Neb -based CalEnergy Co Inc be- ity projects will be even more diffi-

These actions, while not an out- WAPDA lS still buying electricity Bank sources said cause the state electric utility, PLN, cult to evaluate Ell

right expropriation, have the effect One or two units out of four operate Atlanta-based power utility was unable to pay
, of an expropriation, though over a each day The allegations are going Southern Co canceled plans to In a statement earher this year,

longer period of time, insurers and on as usual " build a 1,320-megawatt coal-fired Ca]Energy said it had a total mvest-
I brokers say According to Hubco, part of the power plant in Pakistan because "it ment in Indonesia of $275 mill.on ADVERTISER

"Governments have become ex- project's fmancing was guaranteed appears that Pakistan did not need and that after deductibles it expect-
tremely sophisticated in how they under political risk insurance un- the electricity," a company ed about $210 million would be re-

i do this It's no longer the case of derwritten by the World Bank and spokesman said The company had coverable under pohtical risk insur- INDEX
i sending tanks to surround the facto- the Japan Export Import Bank A negotiated a PPA with the Bhutto ance from OPIC But Craig Ham-

ry and throwing you out," said further proportion of the debt was government, though the company met, CalEnergy senior vp and chief Issue of November 2

Mark Vandewater, international de- guaranteed by export credit agen- had "never put a value on the pro- financial officer, said the company
ADVERTISER PAGE#

velopment vp at the Overseas Pri- cies such as Coface of France, SACE Ject," he said now wants to pursue compensation
vate Investment Corp in Washing- of Italy and Japan's Ministry of In- According to insurance industry for loss of profits, which under its AIG Corporate 32

ton OPIC offers long-term pohtical ternational Trade and Industry sources in Pakistan and to reports in 30-year power purchase agreement Amencan Insurance Assoc 25

Bene Com Associates 24

Survey other benefits, or the use of a lower- their level of coverage, the cost of mes implementmg flexible benefit Burnham Systems 24

value car m exchange for an increase which is shared between employer packages Such arrangements ensure Business Insurance 18,21,28

in other benefits and employee minimum benefit levels, coupled Carvill America, Inc 22

Continued from page 23 The Towers Pernn survey shows The Towers Pemn survey says with additional options chosen by
City of Hope 17much money to allocate to employee that U K employers are offering pensions are the most dificult bene- the employees

benefits but then allow employees to more flexibility on private health fit for employees to understand and, The survey also concludes that CNA/E&S 12

decide individually how they want to because pensions are heavily regu- several additional benefit options are GAB Robins 7

use the money to meet their own lated, the least fleable becoming more common among U K
needs, Ms Freeman said Hobbs Group, Inc 6

Benefit flexibility can Nevertheless, the survey shows companies
She said benefit fleability also can that 25% of U K compames offer The top five additional benefits Kaiser Permanente 21

help employers recruit and retain h|p p|O'yerS reCrll|t some employees a choice in pension currently offered by U K employers Leboeuf Lamb, Greene, MacRae 16
staff, as well as give staff a greater and retain staff, says arrangements are subsidized cafeteria meals, of-

Lexington Insurance 10-11
appreciation of the value of employ- Pension benefit options are offered fered by 71% of companies surveyed,
ee benefits Helen Freeman of m a varlety of ways, including allow- personal accident insurance for em- Markel Insurance Company 25

Company cars are the most popu- Towers Perrin. mg employees to choose a company- ployees, offered by 65%, parking fa- Metropolitan Life Ins Co 14-15

lar flexible employee beneht offered, sponsored group pension plan, select cilities, 63%, annual health tests, Munich-Amenean Risk Partners 16A-D
according to the survey Of the com- between two or more defined contri- 62%, and the use of company-owned
panies offenng this benefit, 93% of- bution scales, and pick a level of season tickets for sporting and cul- State Comp Ins Co 18

fered employees some sort of choice care arrangements Twenty-mne company contributions to personal tural events, 59% The Hartford 4

about therr company car Three marn percent of companies surveyed offer pension plans Survey respondents Wausau Insurance Company 5

choices, m order of employer prefer- flexibility in the level of coverage often offered several pension choic- Comes of the "Ben*ts Package for
World Captive Forum 9

ence, are currently offered givmg up available to those staff ellgible for es the Fture" survel/ are avaltabte free
a company car for another equiva- private medical insurance, up from The survey concludes that "core- from Towers Pernn, Swan Gardens, Yasuda Fire & Marine Insurance 22
lent benefit, the use of a higher-val- 24% in 1996 The most popular plus" arrangements are the most 10 Piceadztly, London Wl V OAE, 44- Zurtch American/Diversified 13

ue car in exchange for a reduction m choice is to allow staff to increase common approach for U K compa- 171-379-4000, far 44-171-806-6401
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Commentary Defense The SEC has issued specific guld- Hamilton, Bermuda
ance, available on its Web site at "As long as they have a reason-

Sorry Mitch, www sec gov, as to what sort of able plan and are disclosing efforts
Contmued from page 3 Year 2000 information must be dis- at remediation, that's their de-
policyholder under standard com- closed by pubhe companies fense," he said

mercial general liability policies if One risk manager m the audience "The standard for defense is

but hasta la vista the suit against the policyholder expressed concern about being re- whether (directors and officers)
states a potentially covered claim, quired to disclose Information took reasonable steps," agreed Ms
or if even only part of the suit's about his readiness for the Year Frost-Davies
claims may be covered 2000 problem that could be used in "You want to avoid blanket state-

I'd hke to say that when Humcane Mltch came churmng Indeed, she noted, Insurers gener- a lawsuit against the company ments like 'We are Y2K-compliant;
through the Caribbean last week on a headmg for Cancun, ally can avoid providing a defense Ms Frost-Davies pointed out that or 'We are not Y2K-compliant,"'
Mexico, where I was attendmg a semmar on the Bermuda only by seeking a declaratory ludg- President Clinton recently signed Ms Frost-Davies said "Instead, fo-

market, I stood my ground, grabbed a disposable camera and ment that none of the claims against into law legislation that gives com- cus on providing the details of the

notepad and recorded the eventhke a responsible journalist the pollcyholder would be covered panies some immumty from habili- steps bemg taken "

The truth is I packed my bags, as did the rest of the confer- As a result, policyholders may be ty lawsuits and relief from antitrust As a side issue, Ms Frost-Davies

able to obtain coverage for defense statutes if they share Information warned the audience to also avoid
ence attendees, dashed to the airport and waited mime to hop of third-party Year 2000 suits, even about dealing with the Year 2000 broad statements in internal e-
the hrst plane, any plane, out of there in cases where indemnification is bug (BI, Sept 21) mails regarding Year 2000 rernedia-

While gettmg out of Mitch's path wasn't easy, it was amaz- not assured, Ms Frost-Davies said However, that law does not pro- tion efforts or audits In any lawsuit

mg to see how thousands of people can move when they put Another 1SSUe surrounding how tect statements made in SEC state- against a company, e-mails are rou-

their mmd to it. "Stampede" comes to mmd CGL policies respond to Year 2000 ments, she said But a provision in tinely sought as part of discovery,
claims is how coverage would be the Private Securities Litigation she said The danger lS that theyAs of this wntmg, Attch has been downgraded from a Cate-

gory 5 humcane to a tropical storm and stll hasn't reached the
triggered Reform Act of 1995 provides a safe may suggest or demonstrate a see-

Insurers may seek to argue that harbor from shareholder litigation nario contrary to a company's pub-
northeastern tip of the Yucatan, where Cancun sits But it has Year 2000 losses are the result of a for companies that make forward- llc pronouncements of its Year 2000
buffeted Honduras with gusts of wind and gales of ram and up known exposure and, therefore, are looking statements, as long as the readiness
to 50 deaths have been blamed on the storm. not fortuitous losses covered by the statements are accompanied by Other insurance coverage that

The Ast I heard of the storm was on the plane down to Can- pohcy, Ms Frost-Davies said may be triggered by Year 2000

, eun The passenger beside me said he was flymg to secure his "It's difficult to argue we didn't claims include professional habillty
know the year 2000 was going to ar- Policyholders may Obtain policies and business interruptionsallboat on Isla Mujeres because of the approaching humcane rive," she said It also can be shown

Humcane? What humcane? defense of Year 2000 suits, pohcies
that a pollcyholder hired companies Companies that speciallze in Year

Amvmg at the hotel where the seminar was bemg held, the to try to remedy the Year 2000 eVen if indemnitiCatiOn iS 2000 remediation or consulting, in
palm trees leaned mland to point the wind's drectton The surf problem, she added not assured, says Julia particular, are likely to seek cover-

was strong, but not so bad as to prevent a Another issue is that "CGL poli- age under their errors and omis-
cies often require property damage Frost-Davies.handful of people from swimming and sions policies, Ms Frost-Davies
or bodily iniury to trigger cover- said "If their efforts don't work, orplaying m the waves The next day, the
age," Ms Frost-Davies noted Many only partially work, they willhkely

waves were much bigger and hammered at claims for coverage of Year 2000 cautionary language notmg that ac- be sued," she said£ the beach and straw umbrellas the hotel lawsuits are not going to meet this tual results could differ from those As for business interruption cov-
had placed in the sand. threshold, she said projected in the statement erage, Ms Frost-Davies said some

Mitch was stalled hundreds of miles to Insurers also may argue that Therefore, she said, "you have to claims are possible m the wake of

the south, though it was increasing m in- timely notice of a claim was not be cognizant of what you are say- Year 2000 problems However, so-

tensity, with sustamed winds of 180 mph provided, thereby voiding coverage 1ng-whether you are describing called soft crashes, or business
That argument will arise as a re- the current situation or forward- slowdowns caused by computer

and record low pressure sult of questions about what "oc- looking scenarios " problems, may not be adequate to
While it seemed we had plenty of time currence" actually triggers coverage By the same token, some compa- trigger coverage, she said Ulti-

before the humcane reached our part of under the policy, Ms Frost-Davies nies may be reluctant to disclose to mately, the applicability of business

the world, I began to notice unnervmgmgns said If it's successfully argued that their insurers any Year 2000 prob- mterruption policies to Year 2000

that people were prepanng forthe worst the occurrence was the installation lems for fear of losing coverage if wlll depend on pollcy wordmg

Clusters of concerned hotel workers stood along the beach of defective computer equipment or they are hit with a lawsuit In addition to looking at many of
software, that may have occurred But failure to fully and accurate- these coverage issues, insurers are

wall, surveymg areas at nsk. Umbrellas along the beachfront several years ago This could form ly disclose information about any also grappling with whether to add
pools were laid on thew sides, to avoid bemg blown away Ho- the basis for an insurer to argue known risks can be an even more specific Year 2000 exclusions to
tel workers hlled dozens of sandbags and chmbed the dozens that it was not notified of a poten- powerful reason for the insurer to their policies, according to Ms
of palms along the beachfront pato, umng ladders to reach un- tial claim untll years after the orig7- deny a claim, Ms Frost-Davies Frost-Davies Both the Insurance
ripe coconuts and cut them down, denymg Mother Nature a nal occurrence, she said warned Services Office Inc and the Assn of

few handy projectiles to throw at the hotel's wmdows. Later, In addition to claims under CGL In either case, the policyholder's British Insurers have developed

the palm trees themselves were dug up
policies, the Year 2000 bug also is goal should not be to broadly state Year 2000 exclusions for ]nsurers to
expected to trigger claims under di- that it has successfully eliminated adopt

Wary of belng trapped by the storm, the seminartorganlz- rectors and officers liability poli- the Year 2000 problem, but that it is However, if a specific exclusion
ers announced they would cut short the meetmg a day early so cies taking all reasonable steps to do so, for coverage of Year 2000 losses is
everyone could get out of Cancun. Shareholder and derivative ac- she advised added to policies m 1999 or 2000,

As I surveyed the crashmg surf durmg a break m the com- tions are likely to follow any drop in An audience member echoed Ms the policyholder may be able to suc-

r pressed program, the hotel's general manager came to stand a company's stock price allegedly Frost-Davies' advice cessfully argue that coverage there-

beside me. "The power of nature is something to behold," he caused by Year 2000 losses, Ms "The bet that the D&0 under- fore must have existed in 1998 and

Frost-Davies said writer takes is that the client has a pnor years, she said
said philosophically When I agreed, he offered the assurance Lawsuits against directors and reasonable plan for managing the Ultimately, Ms Frost-Davies ad-
that the Mayans endured thousands of these storms Well, yes, officers most likely will assert a problem We can't evaluate how vised that in addition to making
I thought, but where are the Mayans today, failure to adequately disclose Year successful the chent will actually be sure efforts are underway to reme-

The next mornmg, as the conference drew to a premature 2000 problems, she said This arises at eliminating the exposure, or we'd dy the Year 2000 problem within an

close, the skies were cloudy and the wmd pushed agamst the because the Securities and Ex- never wnte a pohcy," said Nicholas organization, companies should

coast, dnven ahead of the spirahng humcane It was not hur- change Commission requires that L Bozzo, vp and underwriting also be sure there are contingency
companies make adequate disclo- manager-professional liability for plans in place in case those reme-

ricane force, but it bent the trees nonetheless and sent sand sure of nsks, she said Chubb Atlantic Indemnity Ltd in dies don't work El
blowing onto the hotel's patio, which was vacant

Staymg put until my scheduled flght was to leave the next
day no longer was an option Not only did the airlines cancel Bermuda touts flexibility
all flights for the next day, but the hotel also was makmg plans
to evacuate guests to an alternate location further mland Markets promote ability to meet customers' unique needs

At the airport were thousands of people with the same goal
By PAUL D. WINSTON cantly beyond its core excess lia- customized programs that involve

of gettmg out of Cancun At every airline counter except Alr bility insurance line risk transfer The division, which
Havana,lmes mx people wide and 50 feet long stretched back CANCUN, Mexico-Bermuda ACE's diversification began in began as the home for any non-
out the doors In all, it is estimated that 500,000 people evacu- continues to be at the forefront of earnest in 1994, when it branched traditional programs, has grown
ated Central Amenca last week m advance of the humcane creating solutions to meet cus- into the satellite and aviation to become the largest single de-

At the alrport, behavior was gettmg ugly, as people badgered tomers' complex insurance and fi- business, and the next year it en- partment within ACE, she said

gate agents for answers to what they would do if they couldn't
nancial needs, industry executives tered financial lines and property A "traditional" financial lines

say insurance, according to Fiona program is one that generally has
get out on a plane People stood pressed to the wmdows watch- A trio of Bermuda insurance Luck, executive vp More recent- no restriction on exposure but
mg the sky darken and the ram come down. Each time a plane companies showcased some of ly, lt has formed a political risk must be structured to meet certain
landed, a cheer went up m the termmal those solutions and new initia- managing general agency in part- requirements, Ms Luck ex-

Fmally, I won a seat on the next-to-last fhghtthat evening, tives for risk managers and bro- nership with EXEL Ltd, made plained Among the requirements,

bound for Miami. Hundreds of people had gone before me and kers during a seminar in Cancun, significant acquisitions within lt must be a mulliyear program, it
Mexico, last week sponsored by Lloyd's of London and bought must have the policyholder's par-hundreds remained m the airport
broker Park International Ltd catastrophe reinsurance compa- ticipation in results, lt must have

I w111 always wonder what it would have been hke to stay Participating in the forum were nies significant risk transfer, and it
and witness such a storm frsthand But at least I now have a representatives of ACE Ltd, It also has entered the U S mar- must offer annual and term limits

pretty good i(lea what happened to the Mayans' They packed Chubb Atlantic Indemnity Ltd ket through ltS acquisition of the Examples of insured risks in-
their bags and got the heck out of town. and EXEL Ltd, who provided Westchester Group, now under clude second event coverage, re-

overviews of their capabilities and the umbrella of ACE USA tention funding, loss portfolio

Editor Paul D. Wmston's column appears biweekly recent developments Ms Luck heads up ACE's finan- transfers and basket aggregate
ACE Ltd has expanded signifi- cial lines division, which provides See Bermuda on next page
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Bermuda Chubb Atlantic denves about 30% "The vision of EXEL iS to be the Updates
of its premiums from providing rein- premier provider of strategic finan-
surance to captives, especially in the cial solutions," Mr O'Hara said TIG mulls sale, other options

Contmued,from page 29 area of E&0 coverage To better serve its customers,
programs, also known as concentric To formallze this business, the EXEL reorganized its operations mto Contznued from page 2
nsk financing company earher the year formed "customerbusinessunits" rather than The announcement was Included m New York-based TIG's third-

Also branching out from excess lia- Chubb Atlantic Remsurance Special- along product lines This focus en- quarter results, which showed an unexpected loss of $46 8 million, com-
billty business is Chubb Atlantic, said ists Ltd (BI, April 6) courages cross-selhng of products, as pared with net income of $39 8 million during the year-earher period
Christopher Longo, president of the To further serve the captive msur- well as finding new solutions for cus- Factors m the weaker results mcluded expenses related to the runoff
Bermuda subsidiary of Chubb Corp ance market, Chubb Atlantic is tomers m similar mdustry segments, of an automobile insurance program, increased allowances for reinsur-

"All the things Chubb can do m the said Paul Dowden, a managing direc- ance recoverables and other receivables, severance paid to former em-
US can be done in Bermuda, too tor ployees, Year 2000 expenditures and the wnte-off of certain capitalized
But Chubb Atlantic was really 'The skills brought to bear Some of the new programs EXEL software, the company reported
formed to offer non-traditional prod-

...on casualty business
offers include broad EPL coverage

ucts," he said on a pnmary or excess basis, cross- Bermuda exchange sets rulesSome recent Chubb Atlantic pro- solulions are now being class aggregate coverage, which pro-
grams include punitive damages tects against the rlsk of multiple de- HAMILTON, Bermuda-The Bermuda Stock Exchange has devel-applied to many otherwraparounds, which finance thls ex- ductibles or Mentions belng trig- oped new regulations aimed at attracting securitized msurance prod-
pense m states where punitive dam- areas,' SayS Brian O'Hara. gered by a single event, foreign ex- ucts, such as catastrophe bonds and swap contracts
ages are not msurable, penalty preml- change rate protection, m the form of A stock exchange hsting wall become mcreasingly important for these
um protection, which protects pohcy- a product called F/XI+, and transmis- products as they are marketed more widely to Institutional investors
holders at rtsk of having to pay retro- sion and distribution coverage for that face hmits on mvestments m unlisted secunbes, the BSX notes
spective penalty premiums, such as rolbng out a new product this week utilities, among others All of the Under the new regulations, now m effect, cat bonds and other prod-
under a multiyear policy, and a $100 called CaptivEdge CaptivEdge pro- products can be custormzed for cov- ucts may be issued by "special purpose" companies set up for the issues
milhon excess hability program that vydes mtegrated directors and offi- erage penod, coverage triggers and The secunties must be fully negotiable and may be purchased only by
follows the form used by utility m- cers, E&O and EPL coverages for terms quallfied investors in amounts not less than $100,000
dustry msurers Associated Electric & captives, depending on their mdivid- EXEL's Mr O'Hara summed up The issuer also must mamtain a paying agent acceptable to the BSX,
Gas Insurance Services Ltd and En- ual needs The program is designed to Bermuda's attraction as a market- and the securities must be ehgible for deposit with the BSX's clearing
ergy Insurance Mutual Ltd cover the risks faced by executives or place for nsk financmg solubons and settlement facility or another such faeihly approved by the BSX

Chubb Atlantic also w11 provide ft- employees of captlve Insurers "Bermuda continues to be at the The regulations also set out apphcation procedures for securities is-
nancial guarantees and residual val- EXEL 15 moving to take advantage forefront of change The slalls sues, requirements for offermg prospectuses and continuing obligations
ue msurance, as well as blended prod- of the convergence of msurance and brought to bear onglnally on casual- of issuers For example, a prospectus must include general information
ucts that combine, for example, errors capital markets, said Chairman and ty business solutions are now being about the issuer, a descnption of the structure of the deal and informa-
and omissions and employment prac- Chief Executive Officer Bnan apphed to many other areas," Mr tion about any simultaneous offering of some of the securities in other
tices hability coverage O'Hara O'Hara said im markets

An issuer's continuing obligations mclude notIfy,ng BSX of material
events that could affect the issuer's financial position and changes in

Mitch storm, according to government tion, most policies require that you any terms of the secuntles
tourism officials have some physical damage before BSX fees are $2,500 for an initial debt secunties offering from a new

"Obviously, the hurricane is some you have an insurable business in- issuer, $1,000 for subsequent offenngs from listed issuers, and an annu-
Continued *om page 1 concern, although within the last terruption loss " al fee of $1,000 for both categones
spokesman said few hours it appears that the wind By Thursday, the hotel chain was

Though early last week Mitch's speed has died down considerably," focusing its preparations on deallng Medical groups sue Oxfordwinds topped out at more than 180 Hector Mastrapa, manager-insur- with the possibility of heavy rains
mph-making it one of the ance for Mamott International Inc "If it would have remained at the NEW YORK-Three medical groups are suing Oxford Health Plans
strongest Caribbean storms on in Washington,DC,said Thursday 180 mph mark, we would have tak- Inc, accusmg the troubled HMO of withholding important information
record-by Fnday it had slipped to afternoon "If it does go through the en a stronger look at it," Mr Mas- and failmg to make required payments
tropical storm status, with wind Yucatan Peninsula, we do have a trapa said "But with the reduced The three groups are Complete Medical Care PC and United Medical
speeds droppmg as low as 40 mph couple of very large resort proper- wind speed, it looks like there will Care PC, both physician groups, and Comprehensive Health Care

Still, weather experts warned ties there " just be a lot of rain, and we are Corp, a medical management company, all controlled by Dr Oscar
that Mitch could remain a threat in Mamott has no properties in preparmg for it accordingly " Fukllman

the northwest Caribbean region for Honduras but does operate both a Chicago-based Hyatt Corp has The groups allege that by withholding information about its mem-
several days yet, and risk managers Marriott resort and a Ritz-Carlton no Honduran properties, and Dawd bers and fahng to make payments for medical services provided, Ox-
of businesses with property in that resort in Cancun, Mr Mastrapa Mikulina, assistant vp-risk man- ford breached its capitation agreements As a result, the suit claims the
region were keeping a wary eye on said He added, "At this point, we agement at Hyatt, said Thursday, medical groups could not make payments to their physicians
weather reports don't anticipate there will be any "We've had no loss at this point " Filed m New York state court, the suits seek a total of $155 milhon

With Mitch's threat at its greatest big problem for us " "We have locations up in Cancun, in compensatory damages and $1 bilhon in punitive damages
early last week, more than two- We may have lost some guests but nothing's happened there yet," Plaintiffs' attorney Milton Mollen said through a spokeswoman that
thirds of the 30,000 tourists at Mex-. because of a fear of the storm," Mr Mr Mikulma said "We'11 see what the $1 bilhon amount was requested "to teach them a lesson "
ico's resorts of Cancun and Mastrapa said "But if you're look- happens next week if the hurricane In a written reply to the suit, Oxford called the charges "totally ab-
Cozumel left rather than risk the ing at insurable business interrup- hits " surd " The HMO said it stopped paymg the plaintiffs and started pay-

ing the physicians directly in August, "based on reports that these
groups were not properly paymg the]r affhated physicians"

Lange ing about how much time he had ture professional endeavors, he
devoted to his career while leaving said PBGC proposes rule changemost of the "burden and pleasure" Already, "there are a couple of l

Continued from page 3 of his children's rearing to his things in the insurance technology WASHINGTON-Employers wlll be able to pay Pension Benefit t

country just to get a promotion wife, Elizabeth area I'm being enticed on," he Guaranty Corp premiums at the same time they file the chief pension
and not to use others as rungs to "So I like to think I got through said Asserting that risk managers financial report with the Internal Revenue Service, if a forthcoming
move up the corporate ladder to myself" during that RIMS need new technological tools, he PBGC proposal is approved

"Put your family first," he told speech, he said said, "I think I'll find myself Under the change, the PBGC premium hhng date for employers with
the group "By holding true to While his departure from Mi- working toward that end " calendar year plans would be pushed back to Oct 15 from Sept 15 to
your values, you'll come out better crosoft will allow him to spend He also said he would like to match the deadline for hllng Form 5500
in the end " more time with his family, Mr continue his work with RIMS, The proposed change, which would take effect next year, is intended

After the speech, a photographer Lange said he does not want to particularly with the organiza- to cut employers' administrative burdens, said PBGC Executive Direc- 1

covering the event approached Mr drop out of the risk management tion's advisory council tor David Strauss

Lange and said the speech had Industry However, "anything I do will be
moved him to re-evaluate his life "I'm a risk management lunkie," subordinated to me spending time Briefly noted
In a note that Mr Lange said he he said "I have no desire to hang with my family," he said
received a week later, the photog- up my bar charts and go build mo- As for Microsoft, most of its in- The Risk & Insurance Management Society Inc has released the
rapher said he was changing jobs torcycles," he said, referring to his surance renewals are in July, and Quality Toolkit The toolkit teaches professionals how to use the Quali-
so he could spend more time with hobby of restoring Harley-David- many coverages are part of multi- ty Scorecard, a customer satisfaction survey developed by RIMS and
his family sons year programs, Mr Lange said the Quallty Insurance Congress GE Capital Corp. has completed its

"That really affected me," Mr Individual or private consulting A Microsoft official could not be acquisition of Kemper Remsurance Co, whch webe renamed and be-
Lange said He then began think- is "a high likelihood" for his fu- reached for comment come a unit of GE Global Insurance Holding Corp Gerling Global

Reinsurance Corp has completed the acquisition of Constitution Re
Corp. and its subsidianes Gerling Global Re also has acquired Bermu-

Phoenix expands elder care da-based Rex Re Bermuda-based PartnerRe Ltd. said last week that

it signed an agreement to purchase Winterthur Group's reinsurance op-
erations in New York and Dallas PartnerRe previously signed a simi-

PHOENIX-The city of help find care for an elderly rel- vp at Segal Co in Phoenix who lar agreement to acqulre Winterthur's Swiss remsurance operabons
1

Phoenix is extending its success- ative The services are provided helped set up the program (BI, Sept 21) The board of directors of Poe & Brown Inc. approved I
ful elder care program, Elder by Foundation for Senior Liv- The services are provided free changing the name of the Daytona Beach, Fla -based broker to Brown
Care Connection, to 4,000 city ing, a Phoenix non-profit orga- to workers with the city paying & Brown Inc The change, a return to the original name before it
retirees nization specializing in elder Foundation for Senior Living on merged with Poe & Associates Inc in 1993, is sublect to shareholder ap-

Elder Care Connection was care 1SSUes a capitated basis proval at the next annual meetmg Insurance Commissioner James
launched Jan 1 and provides 24- Beginning Aug 1, Phoenix ex- The elder care program is a Long announced late last month that North Carolma's workers com-
hour telephone counseling for tended the service to 4,000 re- significant upgrade from what pensation base rates would remain unchanged in 1999 Charles E.
city workers on dealing with el- tirees Although most active em- Phoenix used to offer, Mr Coyle Huff, former chief fraud mvesbgator for the Georga Insurance Depart-
der care issues In addition, ployees use Elder Care Connec- said Previously, workers re- ment, died of a heart attack last week at age 51 Mr Huff, who led an
trained counselors will perform tion for help with a parent, "the ceived a booklet with local refer- mvestigation of msurance con man Alan Teale, left the Georga depart-
an in-home assessment, discuss retiree group uses it for them- rals for care ment rn 1995 to become a senior manager with Murphy & Maconachy
different elder care options and selves," said John Coyle, senior -By Michael Pnnce Inc, a Fairfax, Va, mvestigations frrm
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HIP In a statement, PHP President and Chief Ex- HMO, said Rich Stover, a consultant with Buck Bi Insurance Index
ecutive Officer Jack Mazur said the company Consultants Inc m Secaucus, N J
would evaluate all of its options, including the Traditionally, HIP's strength has been m the 2,000

Contmued from page 1 steps necessary to restore HIP to hnancial stabd- pubhc entity and multiemployer market, m 11,950
significantly reduced staffing at the health cen- ity which another HMO, through acquiring HIP,
ters without proper authonzation from the state The Bankmg and Insurance Department could gain a toehold ,1,900

and did not pay HIP providers on time spokeswoman said the department's goal is to Aetna USHealtheare dormnates the New Jer- 11,850
To the extent that Pinnacle was not paying rehabilitate the company sey HMO market, with about 845,000 enrollees 11,800

providers, the state was reqwnng HIP to post re- Whether that is possible wlll depend on the Other malor HMOs m the state are HMO Blue,
serves, which may have been a factor behmd loyalty of its customers and whether service, with 327,000 enrollees, and Oxford Health Plan 11,750
HIP's growing deficit, speculated Joseph Kem- which many say has detenorated over the past of New Jersey, with 250,000 enrollees |1,700
ka, vp and director of health care provider con- few months, can be improved While fierce rate competition has hurt HMO
sulting at ASA Inc in Somerset, N.J If I were an employer, I would want assur- 11,650results, the condition of the industry is improv-

Last week, in a an unusual twist, Plnnacle ance that quality and continuity of care be main- 1ng as the underwnting cycle has turned and 11,600
President Paul Frankel, 50, was found dead m tained dunng this mtenm period," said Michael rates are starting to climb
his Somerset, NJ, home Pohce were mvesttgat- Thompson, a managmg director with Pricewa- "Overall, the health of the Industry is good 11,550 
ing the possibility of suicide A spokeswoman for terhouseCoopers LLP In New York Under'wnters are firmly m charge now, and the
PHP said the company had no further rnforma- If HIP cannot be rehabihtated, a likely move period of market share underwriting is over,"
bon would be for the state to find a buyer for the said Sedgwick Noble Lowndes' Mr Bonsee IN
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BaSS=166DeE-29, 1978
Source Nordby /ntemational inc (nordby com) Boulder, Colo

Health system, IPA win For the Record 1969 and 1972 and $3 million between 1985

risk management honors and 1986, court papers say
While the jury decided the coverage issue, PCS catastrophe options

CHICAGO-The University of Pennsylva- the bad-faith portion of Norfolk Southern's As 01 Oct 30

nia Health System and Arizona Physicians um assessment will remain unchanged at lawsuit against the insurers is to be tried Call Price Call Price

spread bid/ask spread bid/ask
IPA have received this year's Excellence in 7 3% for 1999 The assessment pays for the sometime later this year or early next year, National Annual 1998 National Annual 1999

1 Healthcare Risk Management Awards from state's administration of the workers comp Mr Cahn added 80/100 04/16 40/60 92/-

' Modern Heatthcare magazine and MMI Cos system and safety programs So far, the cleanup bill for the three 150C 60/80 40/-

Inc A "cents-per-hour" assessment will rise in Louisiana sites totals $157 5 million Fifty 100/120 20/-

The winners of the eighth annual awards 1999 to 4 2 cents from 3 2 cents for each hour other insurers involved in the coverage ac- National December 1998 150C -460
10/20

were cited for crafting risk management pro- worked by an employee covered under a tion settled before trial
20MO 03/- Western Annual 1999

grams that broadened the definition of workers comp policy 40/60 14/-

health care risk while effectively addressing The assessment is used to reimburse em- OSHA seeking input Eastern September 1999 80/100 1 0/2 0

both chnical risk and economic impact ployers that return injured employees to 40/60

on preventing needlesticks
1 UPHS was honored in the "hos- work under modified duty Its payment is Midwest June 1999

pitals/health care systems/integrated deliv- split equally between employees and em- WASHINGTON-The Occupational Safe- Southeastern September 1999 10/20 10/14

40/60
ery systems" category for its health and dis- ployers The raise is due to legislation requir- ty and Health Administration is seeking sug-
ease management program, which focuses on ing an Increase m fund reserves used to pay gestions on how to better protect health care Total volume 0 Total open interest 16,253

an inpatient clinical pathway strategy and for benefits when revenues fluctuate workers from Injuries with contaminated Formformation on PCS cat options, call the Chicago Board of

outpatient disease management programs needles Trade al 312-435-3674

Anzona Physicians IPA was honored m the London market insurers OSHA is searching for information on the Source Chicago Board_9f_Trade

health plan category for its Kids' Clothes use of safer medical devices, such as substi-

Swap Meet, m which parents who brmg chil- ordered to pay in cleanup tuting needles with other devices, modifying British Issues
dren in for immunizations or well-child vis- BATON ROUGE, La -London market un- needles to reduce hazards, and Incorporating
its are given coupons that can be used to- derwriters must pay for the cleanup of pol- safety features such as retractable-needle sy- Price P/E Div Yield 52-week

ward clothing purchases at swap meets the luted sites in Louisiana owned by Norfolk ringes designed to limit the risk of such m- CompanieS pence pence % high-low
IPA regularly sponsors Southern Corp, a Jury has found Juries It also requests strategies that have

Modern Heatthcare is a sister publication Last month, the judge overseeing the case successfully eliminated or minimized the
of Business Insurance also ordered that Louisiana law be applied to number of inluries related to contaminated Gdn Royal Exch 285 44 13 4 48 495-227

30 sites owned by Norfolk Southern even needles and other sharp objects Contami-
Legal & Gen 708 19 4 13 3 25 796 450

Comp pure premium Royal & Sun 560 13 4 23 6 44 825 437
though only three were located in that state, nated needles can spread the AIDS virus and

to drop in Oregon said Cory R Cahn, a coverage attorney with other Illnesses to health care workers
the Slater Law Firm in New Orleans who Responses or comments should be submit-

Brokers

SALEM, Ore -The average rate that Ore- represented the pollcyholder in the case ted on 35-inch diskettes in WordPerfect
Lmbrt Fenchurch 99 78 57 71 128 99

gon employers pay for workers compensation "The jury found that every (comprehensive They should be postmarked on or before Dec Lloyd Thmpson 215 12 9 10 5 62 231-151

insurance will drop by 48% in 1999, the general liability) insurance policy issued by 8, 1998, and sent to the Docket Office, Dock- Sedgwick Grp 223 70 31 224-120

state's Department of Consumer and Bum- the London market defendants from 1969 to et No H370A, Room N-2625, U S Depart- Willis Corroon 200 231 69 43 210-116

ness Services has announced 1985 was triggered," he said ment of Labor, 200 Constitution Ave,NW,
i Note Pnces are Oct 30 dosings, other numbers from Oct 29

Rate decreases will vary by industry, the The pollcies provide $800 million in cover- Washington, D C 20210 Comments also may
department said age in successive layers above self-insured be submitted at OSHA's Web site 1

At the same tirne, a workers cornp premi- retentions ranging frorn $1 rnillion between www osha-sle gov/html/needle-form html <Ii Source No,dby /nternationat tne(no!®Y-928) Boulder· 99!9

B Industry Stock Report OCT. 26,1998, THROUGH OCT. 30,1998

Weekly Yeartodate 52 week Weekly Year to date 52-week Weekly Year to date 52 week

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

Aon Corp NYS 6200 4.53 5.76 75.56 4825 1412 Cincinnati Financial Corp NAS 37.31 119 20 47 47.13 2888 1031 Philadelphia Cons Holding NDQ 2338 7.47 31.69 2450 1550 200

E W Blanch Holdings Inc NYS 38.94 0 32 1307 41.13 32.19 164 Cit,group NYS 4700 080 1276 7350 2850 63119 PXRE Corp NYS 25.38 914 2354 3525 22.25 546

Gallagher Arthur J & Co NYS 4238 -029 2305 4656 3356 73 CNA Financial Corp NYS 41.63 5.05 2.25 53.25 3450 228 Reliance Group Holdings NYS 1394 045 1.33 1981 1075 503

Hilb Rogal & Hamilton NYS 1900 3.18 162 1963 15.38 33 1406 2.74 891 1675 1256 146 Reliastar Financial Corp NYS 43.81 3.09 6.37 52.44 29.00 1114

Kaye Group Inc NDQ 700 769 566 7 81 5.13 2 EMC Zu,»nce Gioup Ing 111 1063 395 1981 1588 900 90 RenaissanceRe Holdings Ltd NYS 37 75 793 1445 5075 37.75 155

Marsh & McLennan NYS 5550 326 1165 6431 43 38 2785 ESG Re Limited NDO 18 50 000 21.28 2888 1275 152 Risk Capital Holdings NDO 2075 349 674 2550 1881 76

Poe& Brown NYS 3869 803 3004 4250 2669 33 Enhance Financial Services NYS 24.56 2.24 17.44 3756 1731 424 RLI Corp NYS 3275 -038 1782 4563 31.56 37

Sedgwick Group PLC NYS 1881 1.01 5279 1881 1031 381 Everest Reinsurance NYS 3444 073 16.52 45.25 2875 1212 St Paul Companies NYS 33.13 239 1927 47.19 2806 2221

1 Willis Corroon Corp NYS 1656 112 3452 1725 1006 11 Executive Risk Inc NYS 47.50 7.80 31.96 7575 3550 250 SCOR NYS 5725 235 1990 72.75 4250 17

BROKERS AVERAGE 196 2115 EXEL Ltd NYS 7644 091 2061 8325 61.56 1277 SAFECO Corp NOQ 43.31 0.00 1115 5600 38 25 3119

Fremont General Corp NYS 4938 000 982 62.13 3600 277 SCPIE Holdings Inc NYS 31.38 524 8.42 38.38 26.63 NA

INSURERS/REINSURERS Frontier Insurance Group NYS 1631 8.75 2869 3350 1219 848 Seibels Bruce Group NDQ 375 625 5000 8.38 372 44

ACE Ltd NYS 3388 000 5 31 4300 24 38 1260 Gaisco Inc NYS 6.50 7.22 2353 1000 5.75 148 Selective Ins Group NDO 1831 245 32.18 2925 1669 348

Acce! International Corp NDO 3.13 13.64 13.79 412 212 60 General RE Corp NYS 22000 277 3 77 275 00 192 50 1602 Terra Nova Insurance Co Ltd NYS 27.75 4.23 5.71 3500 23.50 73

Acceptance Insurance Cos NYS 1963 -095 1886 2575 17.44 37 Gryphon Holdings NDQ 1688 189 075 1938 11.38 71 TIG Holdings NYS 1394 825 5800 3494 11 63 1870

AEGON N V NYS 87.38 058 94 98 111.31 3838 190

H»iSnaoile,
NDQ 2138 059 1094 2850 1725 125 Tok,o Marine & Fire NDO 57.50 177 043 60.13 39.00 149

| Aetna Life & Casually NYS 7463 1275 576 8938 60.19 4048 NYS 40.38 0.47 9.74 59.56 3325 451 Torchmark Corp NYS 43 75 938 3.70 49.81 31 81 1717

AFLAC Inc NYS 38.13 1381 49.14 39.00 22.13 4890 HCC Insurance Holdings NYS 1794 559 15 59 2575 1563 306 Transatlantic Holdings NYS 78.00 6.87 909 94.50 68.25 329 '

Allied Group Inc NYS 48.13 0.13 6812 4838 25.00 60 ING Groep N V NYS 49.38 233 16 69 7675 3606 659 Travelers Property Casualty NYS 3069 160 3026 4606 24.13 2490

Allmerica Financial Corp NYS 5000 959 0.13 7525 38 38 1235 IPC Holdings Ltd N[)0 2325 7.92 27.77 33.25 1900 77 Trenwick Group Inc %0 3325 -075 11.63 41.75 2675 54

Allstate Corp NYS 43.06 2.84 483 52.38 3606 11596 Hantord Financial Services NYS 53.13 7 73 1356 6000 3763 2175 Unico American Corp NDO 1288 4.19 5.10 18.13 888 30

AMBAC Indemnity Corp NYS 58.19 11.10 2649 6594 40.13 1313 LaSalle Re Holdings Ltd NYS 2363 559 3322 4294 1950 82 United Fire & Casualty NDO 3781 4 31 1455 47.00 32.13 16

American Bankers Ins NOO 4469 688 2 72 6606 30.13 4518 Lde Re Corp NYS 9331 0.74 43.14 93.75 53.00 246 Unitrin NDO 7113 3.27 1006 74.13 55.56 270

American Financial Group NYS 3506 2.00 1302 4575 30.50 239 Lincoln National NYS 7588 791 288 9888 66 69 2911 UNUM Corp NYS 44.44 234 18 28 59.63 41 75 5370 ,
American General NYS 6850 349 2671 7569 48 56 2160 MAIC Holdings inc NYS 2700 226 0.80 3038 23.94 53 Vesta Insurance Co NYS 8.00 1963 -86.53 64.75 513 963 

 American Hentage Life lns NYS 2081 3 74 15 63 2606 17 06 204 Markel Corp NYS 14863 025 480 187 00 13200 65 Zenith National Ins NYS 2556 251 073 3050 2300 35

I American Indemnity/Finl N[)0 1200 0.00 1351 1538 9.50 14 MBIA Insurance Group NYS 61.13 1001 851 8094 4606 1479 INSURERS/REINSUREAS AVERAGE 1.72 5.99

American International NYS 8563 000 18.10 10238 64 88 15066 Meadowbrook Insur Group NYS 24.63 2.60 5.52 35.00 22.31 25

American Safety Insurance NDO 9.75 5.41 2081 1506 6.75 99 MMI Cos Inc NYS 1606 10 76 3607 2650 15 25 81 HEALTH MAINTENANCE ORGANIZATIONS
 Argonaut Group NDO 2544 356 24 91 3750 21.25 192 Mutual Risk Mgmt Ltd NYS 3381 019 12.94 39.94 2538 416 Foundation Health Systems Inc NYS 11.75 2450 47.19 3263 588 10415 ,

1 AXA UAP Group NYS 56.88 5.45 4583 71.25 3350 296 NAC Re Corp NYS 48.44 -0.13 -077 55.88 43.50 208 Humana Inc NYS 1906 1776 813 32.13 12 25 6624 '

1 Baldwin & Lyons Inc NDO 2297 6.52 479 2875 1850 28 Navigators Group NDQ 1500 5.26 20.13 2075 1325 22 Oxford Health Plans NDQ 1181 1595 24.10 2850 581 16333 1

 Berkiey W R Corp NDQ 30.16 0 72 31 27 4988 2525 685 Nobel Insurance Ltd NDO 072 1786 94.52 100 0.40 117 Pacificare Health Sys NDO 7263 1260 4453 8888 4675 369 
Berkshire Hathaway Inc NYS 64500 00 2.87 40 22 84000 00 43700.00 2 NYS 21 00 0.00 2381 3425 2100 14 Safeguard Health Enter NDO 500 909 6296 14.13 363 46 4

Capital RE Corporation NYS 1831 11.21 4099 3869 1475 1466 Oh Cir.:iC.p NDO 37.75 2.03 1541 51 75 3375 345 Sierra Health Services NYS 23.31 780 400 2763 1S 88 192

Capitol Transamerica Corp NAS 1900 256 1085 2600 1500 36 Old Republic Int I NYS 1900 1979 2336 32.25 17.94 3301 United Healthcare Corp NYS 4356 19.15 1233 7394 29.56 7178

Centris Group Inc NYS 944 9.42 1541 1481 7.94 176 Orion Capital Corp NYS 34.19 5.19 26.38 5925 28 00 336 Weitpoint Health Networks NYS 73.63 1756 7426 75.00 38.63 2328

Chartwell Re NYS 24.88 1.49 2630 3463 21 94 43 Partner Re Ltd NYS 3975 0.47 1429 5250 3363 479 HMOs AVERAGE 1328 399

Chubb Corp NYS 61.38 410 1884 88.81 55.38 4792 Penn America Group Inc NYS 944 786 5396 2300 8.13 115 ALL COMPANIES AVERAGE 5.65 3.72

CIGNA Corp NYS 7294 228 2694 7450 50 94 3092 Pennsylvania Manufacturer s Co NDO 1963 2.61 17.16 2375 1625 47

--

Top advancing issues Foundation Health Systems Inc, Vesta Insurance Co, United Healthcare Corp Leading dectiners Old Republic Int'I, Nobel Insurance Ltd, Capital RE Corp Most active issue· Citigroup The B/Index rose 2 3%, the Dow Jones 30
Industrials increased 1.7%, the SaP 500 gained 2.6% and the NYSE Composite Increased 2.6% Average P/E. Brokers, 24.2. Insurers/reinsurers, 14 1, HMOS, 27.1

Source Nordby International Inc (nordby corn), Boulder, Colo
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