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UNUM, Provident join
in $5.4 billion merger

By GAVIN SOUTER

 PORTLAND, Maine-The $5.43 billion merger of
UNUM Corp. and Provident Cos. Inc. will create an
insurer that is set to dominate the burgeoning dis-
ability insurance market, analysts say.

With the combination of Portland, Maine-based
UNUM's strong position in the group disability in-
surance market and Chattanooga, Tenn.-based Prov-
ident's strong position in the individual disability
market, the merged company will be set to capitalize
on numerous cross-selling opportunities, they say.

The merged company also will produce many cost
savings that will create a formidable competitor for
other disability insurers, analysts predict.

However, the insurer still will need to succeed in

its plans to penetrate new markets for the deal to
reach its full potential, they say.

"It creates a real dominant company in the disabil-
ity market," said Gloria Vogel, an independent equi-
ty analyst in New York.

UNUM is the leading group disability insurer, and
Provident is the leading individual disability insurer,
she said. "So it will be a terrific balance."

Policyholders will not likely see large decreases in
the price of their coverage· as a result of the merger,
said Ms. Vogel. "Its competitors will be competing
with a bigger entity, but it is a rational entity."

The combined company, which will be known as
See UNUM on page 22

Business groups to seek
more liability immunity
By DAVE LENCKUS

Several business groups plan to
lobby Congress for greater pro-
tection from liability over the
Year 2000 computer problem.

Those efforts come as business-

es face a deadline this week for

triggering new, limited protec-
tions against plaintiffs in future
liability lawsuits over the millen-
nium bug problem.

Business gained some protec-
tion in Y2K lawsuits under the

Year 2000 Information and Readi-

ness Disclosure Act, which be-
came effective when President

Clinton signed the law Oct. 19.
IRDA is designed to encourage

companies to share information
about the steps they have taken to
correct the millennium bug, or

Y2K problems, in their computer
systems, as well as how far along

they are in
the pro-

- - cess.

Under

f -IRDA, businesses
« - - that share such infor-

mation are protected from an-
titrust claims as well as non-secu-

rities-related liability claims over
the companies' Y2K-related pro-
nouncements. IRDA applies to
claims filed under federal or state

law.

IRDA classifies Y2K-related

pronouncements by business un-
der two categories that give busi-
ness different degrees of protec-

tion against liability claims:
• A Y2K statement, which is any

oral or written communication

"by a party to another or to the
public" regarding assessments,
projections or other aspects of the
Y2K processing capabilities of
any person, entity, product or ser-
vice.

IRDA grants limited immunity
from non-securities-related liabil-

ity claims to the makers of al-
legedly false, inaccurate or mis-
leading Y2K statements issued on
or after July 14. Companies lose
that protection if plaintiffs can
show by clear and convincing evi-
dence that the companies know-
ingly or recklessly made false,
material statements.

• A Y2K readiness disclosure,

See Y2K on page 21

Guardian Royal Exchange
confi rms it is open to a sale

By EDWIN UNSWORTH

, LONDON-Guardian Royal
Exchange P.L.C. last week con-
firmed mounting speculation that
it is considering being acquired or
'sold off piecemeal.

A statement from the insurer is-

sued to the London Stock Ex-

change said: "Against a back-
ground of ongoing consolidation
in the financial services sector,

both in the U.K. and overseas, the

company continuously monitors
events. It is examining possible
alternatives, which may or may
not lead to an offer for the compa-
ny."

To Subscribe Call

1-888-446-1422 in the U.S. or
1-313-446-0450 outside the U.S. or

go online to www.businessinsurance.com

As of last Wednesday, there had
been no further announcement

from GRE.

Press reports in London said in-
terested parties include Munich,
Germany-based Allianz A.G.
Holding; Allianz's recently ac-
quired French subsidiary, Paris-
based Assurances Generales de

France; Paris-based AXA Group;
and New York-based American

International Group Inc. Neither
GRE nor any of the other insurers
was prepared to comment on this
last week.

However, a spokeswoman at
AXA Group, which has made no
secret of its plans to expand fur-
ther globally, did say: "Whenever

See GRE on page 18

Updates
Pennsylvania deregulation bill
passes, awaits governor's pen
HARRISBURG, Pa.-Pennsylvania Gov.

Tom Ridge is expected to sign into law a
bill that would deregulate some aspects of
commercial insurance.

The state Senate gave the bill, H.B. 366,
its final approval last Tuesday night.
Among other things, the measure would re-
move a rule requiring commercial insurers
to obtain prior approval for rate and policy
form filings for large commercial buyers.
The measure defines those as companies
that pay at least $25,000 in annual pre-

See Updates on nezt page

Disability insurer merger
to create stronger player

(figures for 12 months ending Sept. 30, 1998)

UNUM Provident

Combined

company

Total revenues $8.43 billion

Premium income $6.06 billion

Operating income $670 million

Total assets $38.2 billion

Source: Company reports

$4.51 billion

$3.72 billion

$379 million

$14.93 billion

$3.92 billion

$2.34 billion

$291 million

$23.27 billion

Employers
warm to OSHA

partnerships
By MARK A. HOFMANN "It looks as if Mr. Jeffress is

again trying to get businesses
to work toward a safer work

environment without being too
punitive-driven
in the process.
From our stand-

point and from a
business stand-

point, it looks
good on paper, but
I'd reserve judgment
until I saw some ac-

tion on OSHA's

, part," said Lance
Ewing, chairman-ex-
ternal affairs team of

the New York-based

Risk & Insurance

Management Society
Inc. Mr. Ewing is also
director-insurance

and loss prevention for GES
Exposition Services in Las Ve-

gas.

"I wouldn't call it a signifi-
cant reinvention, nor would I
call it window dressing," said
Keith Lessner, vp at the Al-
liance of American Insurers in

Downers Grove, Ill.

To achieve his goals, Mr. Jef-
fress proposes two types of
OSPs: comprehensive and lim-
ited.

According to the plan, com-
prehensive OSPs focus on the
creation of complete safety and
health programs by employ-
ers, "involve a number of

See OSHA on page 21

WASHINGTON-Employers
are greeting the Occupational
Safety and

Health Adminis - d
tration's new «* >
plan for work- '4-
place partner-
ships with a
wary welcome.

Assistant Secre-tary of Labor  /»-*...
Charles Jeffress, (:14 < Witgr*/*&5
who oversees OSHA, Il *; 4 '/
issued a detailed  . 9.)-

plan for encouraging -'t,*27/ \1
partnerships earlier
this month. He then

presided over a half-
day meeting devoted Mr. Jeffress
to partnerships on
Nov. 13.

Mr. Jeffress' plan defines
OSHA Strategic Partnerships
for Worker Safety and

Health-or OSPs-as "volun-

tary, cooperative relationships
between OSHA, employers,
employees, employee represen-
tatives, and possibly others
(e.g., trade unions, trade and
professional associations, uni-
versities and other government
agencies). OSPs aim to achieve
a significant and measurable
reduction in workplace deaths,
injuries and illnesses."

Some employer representa-
tives found the basic idea ap-
pealing, if unexciting.
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Updates

Deregulation bill passes
Continued from previous page
mium excluding workers compensation or that have at least 25 employ-
ees and use an insurance professional to buy coverage.

The measure also would streamline procedures for insurers covering
small commercial risks, repeal the agent countensignature law and allow
the licensing of government-owned insurers.

After the Senate action, Loudon Campbell, the American Insurance
Assn.'s legislative counsel for Pennsylvania, said Gov, Ridge, a Republi-
can, was expected to sign the bill as part of his effort to promote econom-
ic growth.

Judge OKs takeover of HMO
TRENTON, N.J.-A New Jersey Superior Court judge has signed an

order placing Health Insurance Plan of New Jersey in rehabilitation and
aLlowing the New Jersey Department of Banking and Insurance to seize
control of the financially troubled HMO.

New Jersey Commissioner of the Department of Banking and Insur-
ance Jaynee LaVecchia said she will use her powers as rehabilitator to
shore up HIP and to set up mechanisms to ensure timely payments to
providens. H[P has a negative net worth of more than $20 million.

That action came as more developments clouded the future of HIP, New
Jersey's fourth4argest HMO with about 194,000 enrollees. Earlier this
month, both Pinnacle HealthCare Enterprises, which had operated 18
health centers in which HIP enrollees received care, and PHP HealthCare
Corp., filed for bankruptcy.

Deregulation imminent in India
NEW DELHI, India-Intemationalinsurers may be a step closer to en-

tering India with an announcement last week that India will introduce
legislation likely to liberalize its insurance market by the end of the first-
quarter of 1999.

The Indian government last week announced it is planning to allow for-
eign investors to take stakes of up to 40% in Indian insurance companies,
depending on the investors' status. The federal cabinet has approved leg-
islation to allow foreign direct investment of 26% in private insurance
firms, according to a statement issued by Finance Minister Yashwant Sin-
ha.

In addition, foreign institutional investors, Indian expatriates and eor-
porations formed by Indian ecpatriates can invest a further 14%. Mr. Sin-
ha also said in the statement that the Insurance Regulatory Authority Bill
will be brought in during the winter session of Parliament, which begins
at the end of November.

Some internationalinsurers already have contact offices in India and
have formed joint ventures with Indian partners in anticipation of mar-
ket reforms.

The government also plans to open up the reinsurance sector to inter-
national investors, at a rninimum capitalization level of 2 billion rupees
($47.1 million) and a 20% solvency margin. The state-owned General In-
surance Corp. of India has a domestic reinsurance monopoly.

Even though the international insurance community and Indian'busi-
nesses welcome reforms, the announcement has led to unrest in the do-
mestic industry and among politicians. The Communist Party of India-
Marxist has said it will oppose the bill.

IRS to revisit flex plan rules
WASHINGTON-The Internal Revenue Service will draft new regula-

tions detailing when employees in flexible benefit plans can revoke or
amend benefit elections because of "changes in status" after those elec-
tions were made.

IRS Announcement 98-105 puts on hold temporary change-in-status
regulations that were issued a year ago (BI, Nov. 10, 1997) and were to
have gone into effect Jan. 1 for employers with calendar-year plans.

Until new regulations are released, employers can continue to rely on
the 1997 regulations, as well as regulations issued in 1984 and 1989.

Benefit experts said the IRS freeze was triggered by criticism that the
1997 regulations, which updated the earlier rules, were too narrow and
restrictive.

A key component of flexible benefit plans is that benefit elections, such
as how much money an employee will contribute to a flexible spending
account, must be made prior to the start of the plan year and that the de-
cision is irrevocable for the rest of that year.

The earlier IRS regulations detailed a number of exceptions, known as
changes in status, in which amending or revoking benefit elections are al-
lowed. Those exceptions include the death of a spouse, in which case an
employee could switch to single from family coverage, or moving to an
area where the HMO that an employee selected earlier does not operate.

Competition cuts U.S. hull rates
NEW YORK-Marine insurance policyholders are enjoying a buyer's

market as insurers slash premiums in search of market share, says the
chairman of the American Institute of Marine Underwriters.

"Most hull underwriters agree that competition has driven rates to lev-
els well below the minimum needed to support the exposures and to his-
torically low levels," Richard DeSimone said at the AIMU annual meet-
ing earlier this month.

According to a survey of AIMU members, combined hull premiums for
1997 were $89.4 million, compared with $98.8 million in 1996. And the
combined ratio for the line soared almost 45 points to 130.4% in 1997.

See Updates on page 22

Errors & omissions
• A Nov. 16 story on Lloyd's of London admitting captive syndicates in-
correctly identified the rating agency responsible for Lloyd's A rating as
Moody's Investors Service Inc. The marketwide rating was issued by A.M.
Best Europe Ltd.

Insurers' numbers : lousy'
By DOUGLAS McLEOD "You can sum it up in a word:

lousy," observed A. Michael Frin-
Commercial insurers may be quelli, general partner and insur-

burdened by the unwelcome re- ance analyst
turn of catastrophe losses, but frrfir,gr:,Fir:1- with Renais-
that's only one of their problems. 21//LAE,Lig/ill sance Fund Ad-

The most recent results show RESULTS visers in New
that the nation's largest proper- York. "It's hard

ty/casualty companies are in- 9 month to find any-
creasingly being squeezed by a thing good in
combination of rising cat losses, I , the third-quar-
soft pricing, falling interest rates ter numbers."

and the exhaustion of reserve re- "It's the same song but a differ-
dundancies that have bolstered ent verse, much worse than the
earnings in recent quarters, in- first verse," Michael A. Smith, an
dustry observers say. analyst with Bear, Stearns & Co.,

said in comparing the most recent
results with the previous quar-
ter's.

"Cats are a quick excuse" for
the deteriorating experience, "but
even when you strip out the cat
losses, the numbers were short oi
expectations," Mr. Smith said.

Faced with continued ferocious

price competition, several large
insurers have announced that they
will walk away from underprked.
money-losing business, particu-
larly middle-market commercial
accounts. These insurers include

See Insurers on page 26

Deal would keep Swett
biggest U.S. wholesaler

By MARK A. HOFMANN

WOODLAND HILLS, Calif.--A

pending merger will help Swett &
Crawford Group Inc. cement its
position as the nation's largest
surplus lines broker and whole-
saler.

Woodland Hills, Calif.-based
Swett & Crawford plans to merge
its operations Jan. 1 with surplus
lines broker Bryson Associates
Inc. of Jenkintown, Pa. Both are
units of Chicago-based Aon Corp.

Swett & Crawford, which has

been an Aon unit since Aon ac-

quired the Minet Group in 1997,
registered $569.5 million in pre-
mium volume last year, with gross
revenues of $52.5 million, giving it
first place on Business Insurance's
list of the top 10 U.S.-based
wholesalers (BI, Sept. 7). Swett &
Crawford has 25 branches across

the nation and had 376 employees
at the end of last year.

Bryson Associates, based in
Jenkintown, Pa., had premium
volume of $188 million in 1997.
The surplus lines broker had 83

employees and branches in At-
lanta, Cincinnati and New York.

The combined company will re-
tain the Swett & Crawford name

Swett & Crawford President

David R. Hartoch and Bryson
President Daniel P. McConnell

will serve as co-chairman of the

new entity.
In a joint statement announcing

the merger, the new co-chairmen
said that combination involves

"the well-respected expertise of
some of the nation's top brokers

See Swett on page 18

Guidance on mandate
Labor Department outlines mastectomy cover notification rules
By JERRY GEISEL --

WASHINGTON-As a Jan. 1

notification deadline looms, em-
ployers now have the first-
though limited-Labor Depart-
ment guidance on how to comply
with the new law that requires
health plans to cover reconstruc-

tive surgery if they cover a mas-
tectomy for the patient.

That benefit mandate, passed in

the closing days of the congres-
sional session, says plans must
cover breast reconstruction fol-

lowing a mastectomy and addi-
tional surgery to produce a sym-
metrical appearance. Most group
health plans already comply with
that part of the law (BI, Oct. 26).

More significantly, the law also
imposes two participant notifica-
tion requirements, which include:

• A one-time initial notice-to

be provided by Jan. 1 informing
health plan participants of the
new coverage mandate and the
benefits that are mandated. The

notice also must describe any de-
ductibles and coinsurance appli-
cable to the coverage.

• An annual notice, which must
provide similar-if not identical-
information as the initial notice.

Labor Department officials and
See Guidance on page 19

Forecast calls for stormy '99
FORT COLLINS, Colo.-Anoth-

er active hurricane season next

year will follow the 1998 season,
which was marked by the wrath
of Georges and Mitch, according
to a forecaster.

William Gray, a professor of at-
mospheric sciences at Colorado
State University in Fort Collins,
said in a news release that the 14

Atlantic storms this year indicate
the increased number and intensi-

ty of East Coast storms since 1995
is likely to continue for decades.

Certain phenomena, such as the
movement of Atlantic waters from

Inside

the Caribbean to an area east of

Greenland, indicate a return to
conditions present from the 1930s
to the 19605, when more intense or

major storms occurred along the
U.S. East Coast, Mr. Gray said.

Mr. Gray and his colleagues un-
derestimated 1998 storms. Their
initial season forecast in Decem-

ber was nine named storms and

five hurricanes, but their final
forecast in August raised that to
10 named storms and six hurri-

canes. This season, which ends to-
day, had 14 named storms and
nine hurricanes.

• Accepting service providers as associate members of
RIMS will give the society new insights and resources, this
week's editorial says. PAGE 8

• The increasing severity of losses from natural disasters
and climate change is making insurance difficult to obtain
in some parts of the world. PAGE 15

• German businesses are getting both good and bad
news, as Chancellor Gerhard Schroeder makes deep tax

cuts but plans to lower the retirement age. PAGE 15
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"Eastern stratospheric winds,
west African rainfall and the rem-

nants of last year's El Nino all led
us to think this season would be

only slightly above average," the
release quoted Mr. Gray as saying.

Georges and Mitch led to a
record-breaking loss of life and
property damage in the Caribbean
Basin, Mr. Gray said. In addition.
an unusual number of storms-

three hurricanes and four tropical
storms-hit the U.S. coastline.

Mr. Gray's initial 1999 forecast
will be released Dec. 4.

-By Roseanne White
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Anti.fraud warnings get a checkup
Coalition seeking data on effectiveness print such warnings on their own -coverages, will receive the survey anti-fraud warnings

in the absence of state require- in about a week, said Dennis Jay, The survey consists of a one-
ments," according to the coalition the coalition's executive director and-a-half-page questionnaire Itof warnings on workers comp checks But as the practice grew, incon- They are being asked to complete includes questions about whether
sistent and verbose warnings and return it by early January the insurer is aware of any specif-

By MEG FLETCHER the Washington-based Coalition caused problems for insurers and Property/casualty insurers are ic prosecutions of insurance fraud
Against Insurance Fraud (BI, Feb raised questions about the warn- being targeted because the print- in which a check with a fraud

WASHINGTON-Printing anti- 17,1997) ings' effectiveness ing of anti-fraud warnings on the warning was used as evidence to
fraud warnings on the back of in- In fact, legislators in at least six Now the coalition is asking back of checks "is primarily-but provide intent to defradd It also
surer-paid benefit checks seemed states agreed with the concept so states "to hold off on any further not exclusively-a workers com- asks about the percentage of
like such a good idea strongly that they required the requirements on warnings on ben- pensation issue," Mr Jay said checks, either with or without a

Anecdotal evidence suggests use of anti-fraud warnings on efit checks" until the coalition Some insurers also use such warn- warning, that go uncashed or are
that such warnings may help de- benefit checks Mandatory word- completes a survey of insurer ex- ings on checks to auto disability returned by recipients
ter fraudulent claimants from ing is required in Delaware, New periences to gauge the effective- claimants and to medical A similar survey will be sent to
cashing checks and may help pro- York and Rhode Island, while ness of the warnings m deter··ing providers, he said prosecutors as part of a study to
vide evidence of their criminal in- more permissive wording is al- fraud and reducing its effect on The coalition's government af- gauge the impact of fraud warn-
tent, according to a report issued lowed in Arkansas, Tennessee and insurance costs fairs committee, which is oversee- ings before the committee consid-
about two years ago by the Work- Utah In addition, "some insurers About 125 to 150 insurers, most ing the survey, is seeking obJec- ers recommending the practice as
ers Compensation Task Force of also have taken the initiative to of which write property/casualty tive data on the effectiveness of See Checks on page 22

Asian market seen as ripe for investment
By GAVIN SOUTER The insurance industry in Asia Insurance penetration in most

is going through a transformation -„--4 INTERNATIONAL Asian countries is far lower than
NEW YORK-The ongoing fi- that could lead to investment op- in the United States, governments

nancial problems disrupting portunities for foreign insurers, are pressing cash-starved insurersINSURANCE
economies in Asia may conceal said Han]i Huang, senior associate to raise capital, foreign ownership
some good opportunities for in- at Russell Miller Advisors Asia  ' COUNCIL cellings have been lifted, the drop
surance companies Inc, an investment firm in San in the asset values of insurers
, Although short-term demand Francisco makes them cheaper to buy, and
for insurance products may have "The economic crisis has damp- local insurers are more willing to
waned in the previously booming ened the short-term outlook, but, ward deregulation of financial offer little incentive to foreign in- seek foreign partners than they
economies, there are several long- on the other hand, the economic services in the region, Mr Huang surers, Mr Huang added Premi- have been previously, he said
term factors that may encourage crisis has created investment op- said ums are falling in the more open The political climate in the re-
insurers to buy into the Asian portunities," he said On the surface, the changes tak- markets, competition is increasing gion also is now more conducive
market while prices for local in- Mr Huang was speaking at the ing place in Asia might not seem as local financial and industrial to creating an economic and polit-
surers are cheap International Insurance Council's favorable to foreign insurers companies are permitted to enter leal environment in which West-

Would-be investors in the re- Roundtable on Insurance Condi- Because of the economic tur- the insurance market, and compe- ern companies may be more com-
gion should carefully review po- tions in Asia, held in New York moil, inflation is high, there is less tition from foreign and offshore fortable investing, said Gordon
tential acquisitions or partner- earlier this month demand for insurance, and the as- markets is increasing Hein, vp-programs at the Asia
ships, however, as many indige- The change lS being driven by sets of insurers in the region have However, there are several posi- Foundation in Washington
nous insurers are in precarious fi- the financial crisis, which began declined, he said tive points that offset that gloomy Over the past two decades,
nancial positions last year, and an ongoing trend to- The regulatory changes, to date, outlook, Mr Huang said See Roundtable on page 23

Buyers getting more Captives may be used
for less: EXECs O'Hara to tap capital markets

By MICHAEL BRADFORD seeks to "create a new, Sth World Captive By RODD ZOLKOS Increasing the insurance program flex-
streamlined, dynamic, and Alleinalive Risk ibility

MIAMI-Insurance buyers' demand for modernized market," Financing Forum MIAMI-The paradox But added to the list of reasons re-
products that fit their specific needs lS Mr Sellek said of capital market risk fi- cently is the captive's potential as a
changing the way major insurance mar- And Lloyd's lS work- Y nancing techniques vehicle for gaining access to capital
kets do business ing to create innovative emerging even as the in- markets risk transfer opportunities

Insurers are taking heed of their cus- coverage solutions as "9 ZA' f,9.. p  surance industry ap- Zeneca has adopted a multiyear/
tomers' expectations, trying to anticipate buyers' needs change,

=unnu:nt cdoreaetine nted out For ex-syndicates re-
Maximizi

pears awash in capital multiline insurance program, Mr12 #4\ 1 suggests that the capital Campbell said, because such an ap-
4 I markets' role in insur- proach provides a risk financing pro-

with two of the world's key markets cently have written
"You, our customers, have changed the policies designed to

way that you view our services, and your cover losses from abort-

ance is here to stay, ac- gram that better fits the company's
cording to one risk man- risks builds relationships with key
ager markets and provides seamless cover-

expectation of quality, delivery and val- ed corporate takeovers Though London-based age
ue is changing," said Brian O'Hara, pres- or to provide legal lia- pharmaceutical and Such an approach also provides a
ident and chief executive officer of bility coverage to firms chemical manufacturer structure through which the company

o "it 1 1 1 I ] ' 15EXEL Ltd m Bermuda that transmit informa-
DMA:/1 7 5 1 C Zeneca Group PLC has can look at addressing new areas of

While insurers in the past have created tion over the Internet ' .. ' R.C yet to engage in a capital risk, such as foreign exchange, or cre-
products and sold them off the shelf to Mr O'Hara said EXEL markets risk financing ate new risk financing products
policyholders "who were Just happy to has responded to buyers' demands for transaction, Neil Campbell, general Over the past four years, the compa-
get them " Mr O'Hara noted that today better service by reorganizing the com- manager of Zeneca Risk & Insurance ny has considered several capital mar-
"the shoe is on the other foot " pany "from the ground up, dividing our Services, the group's risk management kets alternatives

Speaking during a keynote address at underwntlng into customer business unlts" arm, said the company will continue One was a captive stabilization pro-
the Eighth World Captive Forum in Mia- The sole purpose of that move "is to considering capital markets alterna- gram, aimed at increasing the reten-
mi earlier this week, Mr O'Hara said concentrate on those industries and busi- tives tion capabilities of the company's
that "the truth is, customers everywhere, nesses that our underwriters know best "I believe it is incumbent on compa- Zeneca Insurance Co captive while
whether they are shopping for groceries and for which they will gain additional nies to look introspectively at their providing a way for the captive to ben-
or talking with insurance brokers, are specialized knowledge," he said own objectives and how these oblec- efit from the good experience of the in-
demanding greatly enhanced value They EXEL is close to unveiling a project it tives may be derailed by the existence surance programs placed in it
want more for less " is crafting to help insurance buyers bet- of risk," Mr Campbell said during a The plan considered was a structure

In response to buyers' demands, EXEL ter manage their risks and make knowl- panel on transferring risk into the cap- called "insurance participation notes "
has changed the way it operates, Mr edgeable coverage decisions ital markets earlier this month at the The alternative to traditional reinsur-
O'Hara added, and continues to work on Mr O'Hara explained that the new Eighth World Captive and Alternative ance was based on four separate con-
innovations it hopes will meet buyers' in- computerized system will provide "risk Risk Financing Forum in Miami tracts linking Zeneca, a note issuer, an
dividual needs at a reasonable price managers and business managers with In addition to the prospect of a new investment bank and a reinsurer It set

Roger Sellek, director-market risk at instant access to information on risks range of risk financing techniques, out a conventional reinsurance policy,
Lloyd's of London, loined Mr O'Hara as and methods of dealing with risks " He capital markets activities also offer the the note issue and purchase and two
a keynote speaker and confirmed that called it a "knowledge-based system or- risk manager a chance to become more insurance swaps
Lloyd's is facing many of the same chal- ganized around business processes " involved with the company's treasury While the plan seemed feasible, the
lenges in making sure buyers get what The insurer is getting help putting to- functions company ultimately selected more
they demand gether the non-proprietary system from The risk manager noted that Zeneca traditional finite risk reinsurance, Mr

Lloyd's lS seeking to step away from brokers, accountants and actuarial firms uses its captives for various reasons, Campbell said Among the reasons
some of its "historical trappings which that will contribute their risk manage- including reducing the cost of risk and See Markets on next page
are unnecessary and anachronistic," as it See Buyers on next page
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Markets
Continued from previous page
for choosing a traditional route were
the commitment of assets the note

plan would require, tax and account-
ing issues, the deal's complexity and
its transaction costs.

Another approach Zeneca consid-
ered was designed to address a liabili-
ty capacity shortage drug manufac-
turers faced about three years ago.
That plan involved a structure that
would have seen at least eight phar-
maceutical companies coming togeth-
er to create a new mutual insurance

company, which then would have
turned to the capital markets to raise
the funds needed to back its policy
limits.

Zeneca rejected that concept as
well. Among the reasons were the
program's premiums, which were far
beyond those to which the potential

Buyers
Continued *om previous page
ment and insurance expertise.

"We worked with a large software
manufacturer who developed this for
their own risk management depart-
ment," Mr. O'Hara said. EXEL has
involved other software creators to

work on the project and help "flesh
out what business risk is all about," he
said.

The software will allow users to de-

termine"the risks associated with the

business process itself, what the root
causes are and what strategies can be
developed to mitigate risk," he said.

A generic version will be the first
available, Mr. O'Hara said. It will be
aimed at large multinationals and
contain a "generic risk map of pro-
cesses common to most businesses,"
he noted.

The second version will narrow the

information to industries, allowing,
for example, manufacturers and fi-
nancial services companies to distin-
guish the processes related to their

participants were accustomed, and
the deal's transaction costs.

The third capital markets vehicle
Zeneca has considered to date was a

contingent capital concept that would
have provided immediate liquidity
following a major event that caused
Zeneca's profits to drop significantly.

Like the others, that approach
proved unattractive, primarily be-
cause companies like Zeneca can raise
large amounts of money very quickly
if needed, making such a vehicle un-
necessary, Mr. Campbell said.

But Zeneca is continuing to look at
capital market alternatives, which
might be particularly useful for such
business exposures as the cost of new
products that fail late in their devel-
opment

Mr. Campbell noted that develop-
ing a new medicine can take 15 years,
with the research and developnnent
phase taking four to 10 years alone, at

types of businesses and address their
risks. Users of the third version will be

able to modify it to pinpoint the spe-
cific risk management needs of their
companies.

Lloyd's is looking to offer more pol-
icyholders and members access to the
marketplace, Mr. Sellek pointed out.
He said Lloyd's is "keen to extend our
franchise" and has found recent un-

derwriting opportunities in countries
that are deregulating the insurance
business. That allows Lloyd's to build
"on the unique · advantage of our
brand," he noted.

He referred to Lloyd's recent deci-
sion to admit captive syndicates into
the market as exciting and important.
Captives can begin operating at
Lloyd's in 1999, with the approval
process taking about eight weeks (BI,
Nov. 16).

The market should be attractive to

U.K. multinationals seeking to estab-
lish captives or relocate captives from
offshore domiciles, Mr. Sellek said. A
Lloyd's-based captive also would be
attractive to multinationals in the

United States or continental Europe
that wanted to access the London

arvi

a cost of as much as $300 million.
Any failure at the latter stages of

development can be costly indeed,
and perhaps the capital markets could
provide a mechanism for transferring
that exposure through the securitiza-
tion of anticipated cash flows, Mr.
Campbell said.

Another speaker, David Mocklow,
director at Aon Capital Markets in
Chicago, noted that an integrated risk
financing program and a captive can
provide the starting points for manag-
ing those sorts of business Iisks.

Integrated risk approaches provide
an opportunity for companies to use
insurance to manage such risks as for-
eign exchange, commodity prices, cost
of or access to capital, contingent
credit or political risk, along with
more traditional exposures, Mr.
Mocklow said. The captive then can
be used as a platform for transferring
those risks into the capital markets.

market or begin writing third-party
business.

"I believe Lloyd's is likely to devel-
op as a niche market for captives," he
said, "with prime emphasis on the
major multinational corporations
who see real commercial advantages
to being part of the Lloyd's market."

"One of the prime considerations"
for a multinational anticipating locat-
ing a captive at the marketplace is the
"extensive network of licenses that

Lloyd's has built up over its 300-year
history," Mr. Sellek said, allowing the
market to write coverage in many
parts of the world.

Captive syndicates will have access
to "the world's greatest single concen-
tration of underwriting expertise and
innovation," he said.

Mr. Sellek said captive formations
should begin as a "slow trickle" and
pick up speed over the next three to
five years. There have been about 650
requests for copies of the documents
outlining the entrance of captives into
the marketplace, he noted.

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

ance, moderated the session. Eli
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"The objective should be to put all
your financial and operating risks in a
single framework," he said.

But, he added, "Obviously, at the
end of the day a lot of these things
only make sense if you can do them at
less cost than buying a treaty in the
traditional reinsurance market."

And, despite his company's interest
in such techniques, Mr. Campbell
sounded some words of warning.

"Is it necessaiy to hedge all kinds of
business risks?" he asked "Overhedg-
ing, either by spending too much
money on risk transfer or through
other means such as business diversi-

fication, can reduce value."
"It is important not to be enticed to

take advantage of new products pro-
moted by brokers, bankers or other
advisers that, through use of the capi-
tal markets, would appear to provide
new attractive options to mitigate
risks," Mr. Campbell said.

Bill World Captive

and Alleinotive Risk

Finoncing Forum
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"Sometimes I almost detect a com-

petition to put together the latest or
biggest or most complex deal."

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

ance, moderated the session. IZI

Captives weather
market softness

By RODD ZOLKOS

MIAlVII-Even in the current soft

market for traditional insurance, a
look at the experiences of very differ-
ent companies shows that captives
can produce real advantages in a
company's risk financing program.

Case studies of the captive experi-
ences of Goteborg, Sweden-based
manufacturer Volvo AB; North Little
Rock, Ark.-based mail hauler Pat
Salmon & Sons Inc.; and Boston-
based financial firm Fidelity Invest-
ments show that even in a soft market

captives can be a powerful tool for a
wide variety of companies.

The three companies' case studies
were offered for scrutiny in the final
program of this year's Eighth World
Captive and Alternative Risk Financ-
ing Forum earlier this month in Mia-
mi.

"Some people argue there is less
reason to use a captive today than
many years ago, but I'm not totally
willing to admit that's right," said
Krister Nyman, president of Volvo
Group Insurance Ltd., one of Volvo's

three captives.
"To me, the fact that the captive '

gives the ability to control your own
destiny...I don't know how a risk
manager can choose any other option
than a captive," said Herb Martin,
corporate risk and quality manager at
Pat Salmon & Sons. "The ability to
fund risks through a captive is a
tremendous tool."

"First of all you need one," Judith
M. Lindenmayer, vp-Fidelity insur-
ance and risk management at FMR
Corp. in Boston, said of captives.
"Secondly, you need to use it as a
tool."

Mr. Nyman noted that Volvo did its
first captive feasibility study about 12
years ago and now operates three cap-
tives.

The first, in Luxembourg, was in-
herited in an acquisition, he said. A
Swedish-domiciled captive, licensed
only as a reinsurer, was next; finally,
Dublin-domiciled Volvo Group Insur-
ance was added to provide a vehicle
for writing coverages throughout the
European market.

See Examples on page 6

Editorial staff changes
at Business Insurance

CHICAGO-Business Insurance

has made two changes in its Chica-
go editorial staff.

Amanda L. Milligan has been
promoted to associate editor, and
John Keagy has joined the maga-
zine as assistant directory editor.

Ms. Milligan, 23, previously
served as editorial assistant and was

responsible
for oversee-

ing the ad-

of Business

ministration

 ' '»4>'   , Insurance's
' 2« i . site on the
I . - / \ LU World Wide

* Web.
In her new

position, Ms.
Milligan will

Ms. Milligan report on

risk manage-
ment, insurance and employee ben-
efits issues.

Prior to joining Business Insur-
ance in 1997, Ms. Milligan was an
intern with Crain's Chicago Busi-
ness in 1996 and 1995.

She has a bachelor of arts degree
in journalism, with a minor in busi-
ness administration, from the Uni-
versity of Alabama in Tuscaloosa.

Ms. Milligan can be reached at

312-649-5282.

Mr. Keagy, 28, will assist in the
production of the magazine's in-

publication
directories.

, He replaces
Matthew

T.C. Scrog-
gins, who

1) ./ was pro-
moted to as-

sistant copy
-P editor earli-

er this year.
. , Before

Mr. Keagy joining
Business In-

surance, Mr. Keagy was a free-lance
book editor at Lake Claremont

Press in Chicago and served as an
intern at Dragonette Inc., a public
relations and marketing firm in
Chicago.

Prior to that, Mr. Keagy served as
a copy editor and page designer for
the Daily Egyptian at Southern Illi-
nois University in Carbondale.

He has a bachelor of arts degree
in English, with minors in geolo-
gy/geography and German, from
the University of Illinois at Urbana-
Champaign.

Mr. Keagy can be reached at 312-
649-5313. igi
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Examples "Recently we have decided to go later, his sons always emphasizing Postal Service)," Mr Martin said mind is the control we have of our

also mto employee benefits, and we cost control, reining in insurance The company also decided to program," Mr Martin said
will introduce a program into the costs was seen as a natural activity form its own captive rather than go Looking toward the future, the

Continued from page 4 Luxembourg captive as of the first "At the time I came along, they with a rent-a-captive approach "I company has formed a Bermuda-
Among other things, Mr Nyman of next year," he said were talking about buying an in- think it goes back to control," Mr domiciled captive it hopes to use to

said, Volvo's captives have spurred Discussing her company's expo- surance company,"the risk man- Martin said "Our fellows don't reinsure the exposures of other
more management focus on risk sures, Ms Lmdenmayer noted that ager said like to put their money in some- mail haulers, though that captive
and insurance "I don't think that there are actually more than 100 Prior to 1989 the company had body else's bank account " hasn't written any business yet
would have happened in our com- companies within Fidellty "So it's minimal insurance, then from 1989 The company uses its captive Once they've gotten their tradi-
pany if we didn't have the captive," kind of hard to get your arms to 1991 it went with a paid-loss primanly to provide workers com- tional exposures under control, lt S

he said around what the nsks are m the or- program pensation and auto coverage "We important for risk mangers to look
The company's captives also pro- ganization," she said While successful, the paid-loss kept it pretty simple We didn't get for other ways they can add value

vide an excellent basis to obtain an But Fidelity has crafted a multi- program made it difficult to calcu- into a lot of extraordinary-type to their organizations, Ms Linden-
overall view of corporate expo- year/multiline program that does late the company's true cost of risk programs," Mr Martin said mayer said, and a captive can be an
sures, Mr Nyman said "This is the take in the company's broad range and determine the risk margin But it has met the goals of help- important part of such activities
best platform we could ever have of exposures, using its Captive in "Another issue with the paid- ing the company get a better han- With traditional risk financing
to explain risks for our compa- conjunction with a finite risk pro- loss program was we were ac- dle on its actual cost of risk while programs in place, the next step for
mes " gram that blends the financial countable for it but it wasn't fund- providing superior coverage at risk managers is "opportunistic

Additionally, the company has risks the company faces with tradi- ed," Mr Martin said lower costs, Mr Martin said risk financing," she said "What
been able to use part of its captive tional insurance risks Ultimately, Pat Salmon & Sons "We feel the captive provides us can you do to add to the bottom
surplus to finance loss prevention At Pat Salmon & Sons, "our formed a captive in 1991, selecting much more comprehensive condi- hne of your company?
activities "We think it's a very largest expense hnes are labor, fuel Vermont as the domicile "We felt tons than we were able to buy," he D Hugh Rosenbaum, a principal
good way to use surplus from the and insurance," Mr Martin noted that offshore was a tough sell to said at Tillinghast-Towers Penn m
captives," Mr Nyman said With the company's founder and, make to our partner (the U S "The bottom-line reality in our London, moderated the session Ell

Rent.a.captives popular again 29.*#imp=JIN World Coptivd»*
ond Allpinailff'Mis

By MICHAEL BRADFORD traditional captives or coverage in by a rent-a-captive provided the look at rent-a-captives," Mr
the commercial marketplace best vehicle for fundrng the workers Shimer said

MIAMI-The seesaw popularity Tax deductibillty is not the moti- comp risk Combined with an ag- "They told us that we would be  -1
of rent-a-captive is on the upswing vator it was when the programs gressive rlsk management program, able to select our own (third-party I M axill11 Z ilidf,".1;21

When rent-a-captive programs were first being formed, he said In- the rent-a-captive helped lower the administrator)," he said, and that T 1. n r 1121 8:fsgz:si 1hl,-* F
began appearing in the late 1970s, stead, the facilities have become costs, he said "we could set our own limits, we

they were for a w,hile "a lonelY ]re actakna;rctioprCU:t: Zt could be mvolved in our claims"

voice-there weren t a lot of us, m the program for the long haul, de-
lMr Crowell said his company is

and participate in financial benefits
said Richard G Turner, president of tnbuting capital spite the continuing soft commercial like underwriting profits and in- 31
Commonwealth Risk Sernces Inc Tax imphcations are complicated market He warned that "what goes vestment income "So we signed up
m Philadelphia "They got popular, because there are so many different around comes around The soft mar- with them " 1 0 e../.-18 ..9

Do,61 6011 qes<>1 'po

then it went sort of quiet for a while, rent-a-captive structures, Mr Turn- ket is here today, three or four years Cust-0-Fab, which was formed in lion rl .0

and now it's become very popular in er said However, the programs gen- from now it could be a hard market 1994, began funding ltS workers
terms of a lot of new facilities out erally reduce a participant's taxes, and we could be right back to where comp coverage in a rent-a-captive Find out how financially strong
there " he added we were at almost 10 years ago " program in 1995 the facihty is, he advised Whether it

Rent-a-captive entrance require- Two other panelists showed how Cust-0-Fab Service Co LLC,a Mr Shimer warned that it is im- is able to withstand a mistake "is

ments aren't burdensome, and join- rent-a-captives helped to lower Tulsa, Okla, company that provides portant to choose partners carefully what it really comes down to," he
Ing one ls easier than forming a cap- workers compensation costs maintenance and construction ser- when considering a rent-a-captive said
tive, according to Mr Turner, whose Consohdated Personnel Corp, a vices to fertilizer and 011 and gas op- He said a broker that provided cap- The program a participant is in-
company sets up the facllities And St Louis-based transportation ser- erations, had similar reasons for tive services to Cust-0-Fab's prede- volved in should be segregated from
there are other benefits to partici- vices and contract labor operation, Joining a rent-a-captive cessor company disappeared with others m the facillty so it is protect-
pating, he said wanted to stem the tide of rising The predecessor company to the company's premium payments ed if there are problems In other ar-

He pointed out that rent-a-cap- workers comp costs that began Cust-0-Fab was turning in workers after four months m the program eas of the rent-a-captive, Mr Turn-
tive participants have the opportu- when the company went through a comp numbers that were so bad in "Fortunately for the company, er said "How good is that segrega-
nity to reap underwriting profits growth spurt the late 1980s that no insurer was our rent-a-captive stepped in and tion?"
and earn Investment income on As it expanded, Consohdated ac- interested in taking on the risk, ex- they assumed responsibility," he "What iS the track record?" he
therr stakes rn a facility quired companies that had poor plained Richard A Shimer He is said, with the rent-a-captive func- asked "Look at references and re-

Speaking as a panelist at the workers comp claims experience, Cust-0-Fab's manager of finance tioning as the broker for the re- ferrals to make sure you get what
Eighth World Captive & Alternative explained Doug Crowell, chief fi- and administration The company mainder of the year you buy "
Risk Financing Forum in Miami nancial officer at Consohdated was forced to buy coverage from Mr Turner of Commonwealth Nicholas Dove, president of
earlier this month, Mr T'urner out- After examining options in the state funds in states where it operat- said prospective participants in a Skandia International Risk Man-
lined other reasons participants commercial market, Consolidated ed rent-a-captive should ask certain agement in Bermuda, moderated
turn to rent-a-captives rather than decided the cost advantages offered "In early 1990, we took our first questions before signIng up the session

Group insurer retains members
By RODD ZOLKOS concerns the same time reinforce the onginal Inc, noted that his Iowa-domiciled

"All of a sudden the sharks started members' sense of ownership Insk retention group was born out of
MIAMI-Flexibility, member ser- coming back into the water and state Donovan said "The key was fairness circumstances similar to those that /Ill 1¥#a2\ '

vice and expanding membership are msurance regulators started training to the founders " brought about the formation of STI-
keys to survival for group Insurers their sites on us because we were an The solution was the creation of CO

formed in response to hard market unhcensed camer," Mr Donovan capital allocation accounts for mem- "There was a hard market gomg
conditions now facing more compell- said bers Members' allocations were on, and the hvestock feed indus-
tive markets Internally, STICO faced stagnant based on a $1,000 initial capital con- try was viewed as a temble nsk by

Speaking at the Eighth World Cap- prermum volume, low-frequency/ tribution,"loyalty credits"of $1,000 the regular msurers," he said 15»:.

1///.':

tive & Alternative Risk Financing high-severity loss exposures, man- for each year the member had been Because all they were looking for in
Forum earher this month m Miami, agement hmitations, a non-admitted mvolved m the STICO program and a 1987 was liablhty coverage, forming
Bnan Donovan, president of Steel pollcy form limited to product habil- share of $49 milhon of STICO's sur- a risk retention group fit the mem- f o fr/ 15-16 11'18

Tank Insurance Co in Lake Zurich, ity environmental exposures and a plus distributed on the basis of the bers' objectives Initially, the RRG Defol . 01 ReC 1 f Spi

i i",1 j ,]dc

Ill, noted, "It's very easy to build limited customer base member's percentage of STICO's sold product and general hability
commitment when you're out on the In response, STICO restructured overall premium coverage with limits up to $5 milhan
seas and the seas are rough and ev- Among other things, it switched to a To discourage membership flight Since then, the organization has and gave the group Insurer a way to
erybody wants to hold onto the hfe fronted program and broadened ltS once the capital was allocated, STI- gone through considerable evolution, sell a full line of insurance products
raft " coverage to mclude commercial gen- CO required members withdrawing including the formation of the Amer- Together, the moves allowed the

It's more dificult to keep members eral habihty and environmental im- capital from the account to give up ican Feed Holdmg Co "We created group, which has lost half its initial
committed to the group, however, pairment hability membership in the group and get ap- that holding company because if we members over the years due to con-
when the market's seas are calm, Mr The group also expanded member- proval from the captive's board of di- ever want to take in outside capital sohdation in the feed industry, to
Donovan said slup, placed a renewed emphasis on rectors and Vermont regulators STI- we can do that," Mr Bossman said broaden its customer base to include

Vermont-domiciled association rtsk management and created a capi- CO also stipulated that the capital The holding company, in turn, hvestock producers, Mr Bossman
captive STICO was formed in 1988, tal account program for members from the member's account would be owns Amencan Agn-Busmess Insur- said
"at a time when the sharks were in "We reallzed we had to broaden paid out over five years with no inter- ance Co, which is a property/casual- 1VIr Bossman credits the group's
the water and the msureds were ask- our membership base We could not est ty Insurer hcensed in 18 states success to strong loss prevention and
ing for a solution," Mr Donovan said Just focus on the group as it was "The only people who've left were The group also created Amencan claims defense activities, wllhngness

STICO's initial focus was lunited known, which was underground tank people who were bought out or went Feed Insurance Risk Management to change, the wdlingness to take
It was formed with an initial capital- manufacturers," Mr Donovan said bankrupt," Mr Donovan said Services as a subsidiary of the hold- nsks and the fact that the group has
ization of $3 nullion and only provid- The group expanded membership The capital allocation program has ing company "We formed that very stopped waiting for the next hard
ed underground storage tank war- to take on others in related busmess- re-energlzed membership and in- early on so we could broker to our market
ranty and pollution hablhty cover- es, such as those instalhng and re- creased loyalty, Mr Donovan said, as chents something other than hability "This is the market, and we have
ages painng underground tanks well as giving STICO an added toolm msurance," Mr Bossman said learned to adjust," he said

Among the ecternal challenges was But that expansion brought new competing with traditional msumrS Forming partnerships with D Hugh Rosenbaum, a principal
the return to the market of the tradi- concerns "The dilemma that we David A Bossman, premdent of the fronting insurers and reinsurers facil- with hlhnghast-Towers Perrin m
tional msurers and state regulators' faced was, 'How do we grow and at Amencan Feed Industry Co RRG itated serving chents in all 50 states London, moderated the session Ell
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Opinions

RIMS broadens community
T

HE RISK & INSURANCE MANAGEMENT

Society Inc. has taken a historic step by open-
ing its arms to a new group of members.

RIMS earlier this month created a new class of

members, called Associates of the Society. Brokers,
insurers, consultants and other professional service
providers are eligible to join RIMS under this new
program. Associates of the Society will enjoy many

of the benefits of membership, though they will be
unable to vote, hold office or chair society commit-
tees.

As long as those conditions of membership remain
intact, we see the expansion of RIMS membership as
a positive step for the entire risk management com-
munity.

At first blush, some might question whether in-
cluding sellers and vendors in the ranks of an orga-
nization devoted to buyers dilutes it. We believe,

however, that expanding the types of members in the
society will give buyers new insights and perspec-
tives on issues of importance to RIMS. It also will

bring new membership revenues that can be devoted
to furthering the society's goals, as the associate
membership will carry an annual fee of $400, com-
pared with $300 for regular membership in RIMS
(though we wonder whether it's fair to charge them
more for less).

The input-both intellectual and financial-of risk
management service providers also will give RIMS
new resources for educational programs, networking
and lobbying.

Other professional societies and associations have

been able to enhance their standing in terms of both
cash and brain power by opening their doors to ser-
vice providers and others. And, by carefully crafting
the rights and responsibilities of the new associate
members, such more-inclusive groups have been able
to maintain their historic missions. We see no reason

RIMS cannot do the same.

Those benefits of an expanded membership will
strengthen the society at a time when membership
growth among its traditional base of members is
stagnating due to a consolidating economy and tight-
ening risk management departmental and corporate

41, U.22STRoK.
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budgets.

Reaching out to the industry in this way also un-
derscores a message that former RIMS President
William J. Kelly stressed for the society: Risk man-
agers should view brokers, insurers and other risk

management service providers as partners, not ad-
versaries.

Several events of the past year have threatened to
create a rift between buyers and sellers of risk man-
agement services. These include the industrywide
controversy over contingent commissions that bro-
kers receive and a RIMS/Quality Insurance Congress
survey on quality that many service providers re-
garded as inadequate (BI, May 11; May 4).

At the very least, the input of service providers in
the society on those issues could have prepared risk
managers for the reaction that met RIMS' stance on
those two issues.

For those reasons, we hope brokers, insurers and
other service providers will jump at the opportunity
to join RIMS, and we encourage risk managers to tap
this new resource for the benefit of their society.

Letters

 Care management' not an innovation
To the editor: As a certified case man-

ager, I was interested to read Dr. Victor
Villagra's article, "Care Management an
Effective New Tool," in the Oct. 12 is-

sue. What he describes is case manage-
ment, vigorously grown past its infancy
and effectively used by payers and
providers across the country for well
over a decade to increase positive out-
comes for patients and decrease health
care expenditures.

Predating disease management, case
management evolved to address the
needs of critical and chronic care pa-
tients, the 3% to 5% of health care pop-
ulations that use more than 70% of

health care benefit dollars. In short or-

der, its success rate made it a valuable

tool for managing a wide variety of ill-
nesses and conditions. Employers are es-

pecially keen on its efficacy for address-
ing return-to-work issues in workers
compensation cases.

There are over 22,000 certified case
managers in the United States who have
received accreditation through the Com-
mission for Case Manager Certification.
The American Accreditation Healthcare

Commission/ URAC is developing a cre-
dential for facilities that provide case
management services. There are case
management books; conferences; jour-
nals; newsletters; World Wide Web sites;
software programs; and a national asso-
ciation, the Case Management Society of
America.

These resources could direct Dr. Villa-

gra to professionals in his area of Con-
necticut who have worked with compa-
nies such as Trans World Airlines,

Letters to the Editor

Business Insurance welcomes letters to the editor.

9 The section is intended to be a forum for readers' opin-
 ions and comments. We reserve the right to edit letters

for darity or space. We wilt not publish unsigned tet-
ters. Please send your letters to Letters to the Editor,
Business Insurance, 740 N. Rush St., Chicago, m.
60611; fax: 312-280-3174; e-mait: pwinston@crain. com

American International Group Inc., the
Blues, General Motors, Ford, Aetna and
others.

These companies know that a well-de-
signed case management plan delivers a
return of one to eight, and in some cas-
es, one to fifty.

We do not need to reinvent case man-

agers as care managers. We need more
routinely to apply their knowledge of
clinical treatments and community re-
sources to reap the benefits of well-
managed care.

Catherine M. Mullahy
President, Options Unlimited

Director, CMSA National Board
Chairwoman-elect, CCMC

Huntington, N.Y.

See Letters on page 18

Brs online discussion forum

Visit BI's Online Forum, which offers unmoderated

discussion areas for readers to ezchange ideas or infor-
mation on risk management, employee benefits insur-
ance and miscettaneous other topics.

The Online Forum is located at: http://www. busi-
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Third-party business profit in the planning 84 Wolld Captiv

*8!ZX
Inancins Foruin410101

By MICHAEL BRADFORD you shouldn't be going in That may control overtheproduct and to satis- enttypes of thlrd-party business
be a httle bit of a contranan view, but fy the dealers and car buyers The au- Much of the third-party busmess

MIAM[-Making money isn't the I feel very strongly about that " tomaker wanted to make a profit wntten by captives is similar to the
best reason for wnting third-party Nissan's reason for wntmg third- while achieving those goals, he noted type of "controlled third-party bum-
business in a captive party busmess was to address a cus- The"business support: strategy" has ness" handled by Nissan'sinsurer,he *Mi z #gl

There may be profits, but, moreim- tomer need Mr Reynolds explained worked for Nissan and helped the said Coverage for anowner's leased ]3(]' L 1 2,£&49 H 75,1
portantly, there should be strategic that car buyers who bought extended- company earn additional profits from employees, vendors, service providers,
reasons for taking on third-party service contracts from Nissan dealer- the captive operation, Mr Reynolds contractors or product warranties is
nsks, said Dean Reynolds, director of shlps sometimes were left holding the pomted out "The extended-service often funneled through a captive
rtsk management at Nissan North bag when the insurer that funded the contract busmess lS something that Some captives also are "basically
Amenca in Torrance, Calif warranties went out of business And we know very, very well, and it'S becoming a property/casualty Insurer

Speaking at a panel discussion at dealers faced irate customers who turned out to be very profitable for us and providmg auto insurance, home- to rte 15-18 1908

Dod Col'Riscl '420

the Eighth World Captive and Alter- wanted Nissan to honor the contracts We're very happy with that decision" owners or umbrella insurance" for the , lIli . do

native Risk Fmancing Forum earher In the end, the poor service reflect- Besides, he said, it's much easier to owner's employees, Mr Chansky said
this month in Miami, Mr Reynolds ed badly on Nissan, regardless of who explain the reasons for creating a cap- These uses of capbves for thrrd-par-
said one reason for talang on third- was at fault, Mr Reynolds said live as part of a business strategy ty business are much drfferent from said 'They gave them the busmess "
party nsks is "obviously, you can Dealers wanted a "high-profit and rather than as a moneymaker, be- the late 1970s and early '8Os, when Some owners suffered massive loss-

make some underwntlng gains" stable (warranty) product for car buy- cause prohts from captives are rarely captive owners rushed to fund unre- es from thrd-party busmess then, and 
But it's an "ahgnment with the ers," he said "And we needed to sup- high enough to be Impressive lated busrness, lettmg them claim tax today captives generally shck to busi

business strategy" that he says is the port the dealers for one-stop shoppmg Joel S Chansky, consultmg actuary breaks and hope for profits ness with which they are familiar

"compelhng reason that one should for extended-service contracts " with Millirnan & Robertson Inc m "Companies went out and gave Kathryn J Mcintyre, pubhsher and

get mto third-party business And if Nissan chose to fund the contracts Wakefield, Mass, said other compa- their pens to the brokers and said editorial director of Busmess Insur-
this issue is not there, then I would say through a captive as a way to gain nies are using captives to fund difer- 'give us the busmess,1 " Mr Chansky ance, moderated the session

Choose captive managers Ignorance of laws
can tax captive ownerscarefully, speakers advise

By RODD ZOLKOS Cameron said

By MICHAEL BRADFORD needs to settle on early in the pro- how the regulator likes things The treaty between the Umted
cess of selectlng providers structured, they know how they hke MIAMI-In lookmg to maximize States and Luxembourg, though,

MIAMI-Pick wisely when Mr Buikema, whose company the documents worded " their captives' financial benefits, provides "protection for the excise
choosmg service providers for a owns two capbves, pointed out that Another key to the success of a sponsors must be aware of the impact tax on insurance premiums, but they
captive, because the whole opera- local laws in domiciles require cap- captive is proper management of its that tax laws and treaties can have on don't give you protection from the ex-

tion depends on these choices, a tives to hire managers that have to mvestments, said Michael Mag- thelr captlves' Insurance actinties cise tax on relnsurance premiums,"
panel of experts suggests be approved by local authorities laras, prmcipal with Mchael Explaining the role tax treaties can he said

"Captive results w111 only be as The manager should have an ac- Maglaras & Co m Stamford, Conn have to companies domg business Tax laws are a key consideration
good as the service providers that counttng and administrative back- He suggested there be a strong across international borders, James for compames considenng tapping
you choose," said Charles A Buike- ground because "after all, that's synergy between the investment D Cameron, a partner rn New York their captive's value through divi-
ma, assistant vp-nsk and insurance what they're gomg to do for you," management and actuarial service with the law firm Baker & McKenzie, dends or loan-backs, noted Thomas
management at INOVA Health providers "When you mterview the noted that such treaties east basical- M Jones, a partner at MeDermott,
System m Falls Church, Va   ,59; Sth World Coplive Investment manager, put the actu- ly "to ease impediments to trade " Will & Emery in Chicago

Picking the nght people means  and Alternative mill,jij anal pro forma m front of them," he Mr Cameron made his remarks as Imphcations vary depenchng on
captive owners have to spend less F,noneng Folumqj./ said "Let them see the expected part of a panel on tax treaties, divi- whether the captive is deemed a
tlme worrying about things bemg level of incurred losses, how that's dends and loan-backs earher this "controlled foreign corporation" or a

done right, he said A nsk manager  .- , 11, E discounted, and let them match that month at the Eighth World Captive "non-controlled foreign corporation"

who spends more than 25% of his 1, *11* with mvestment objectives" and Alternative Risk Fmancmg Fo- For example, dividends from a
or her time on captive operations And when choosing the actuary, mm in Mlamt CFC captive to the parent are consid-
probably has the wrong people for =mpr, -- 433 irmax make sure that service provider can The U S government benefits from ered distnbutions of previously taxed
management, consulting, legal and Mtixl'61!zi;hg ,'1.9.14 come up with a "five-year wmdow tax treaties in various ways For ex- earnrngs Consequently, no second
other captive services, he said of what your captive wlll look hke," ample, the treaty between the United tax is imposed in the United States

Mr Buikema and others offered Rk Maglaras noted States and Bermuda includes ex- because the income already has been
advice on picking service providers '. Whle the numbers w111 change change-of-information provisions, he taxed ma prior year, Mr Jones said
dunng a presentation thls month at from the ongmal estimates, he said, said If the captive is not a CFC, however,
the World Captive and Alternative "you have to have some sense of the In contrast, there lS no treaty be- such dividends would be taxed, be-

Risk Fmancing Forum in Miami flow of your earned premiums, the tween the United States and the Cay- cause that income was not previously
Susan Wilde Huges, vp-health 1...l.,15 18 1 }3. flow of your expected expenses man Islands "The Cayman Islands taxed m the Umted States

DLMej 1,011 ReS„fl ./

care practice at Aon Risk Services So no matter what anybody tells don't have one, and probably one of Loan-backs-loans made to the

Inc in Washington, and a panehst you, get a five-year pro forma " the real reasons is they don't want to parent uslng surplus-from offshore
at the forum, suggested choosing he said Those responsibllities rn- When choosrng a consultant, hire enter into the exchange-of-mforma- captives can have a variety of poten-
"service providers whose experi- clude bookkeepmg, pollcy issuing someone known for handlmg cap- tion provisions," he said tial tax imphcations, and dividends

ence and credentials are proven and other administrative duties tive business, Mr Maglaras said The typical treaty benefit to tax- generally are a preferable way to
One approach is to attend indus- He also urged captive owners to "Consultants should not be bro- payers is an exemption from excise move money from the captive to the

try events where service providers make sure their managers can pro- kers," he added "It's an enormous taxes, Mr Cameron said parent, Mr Jones said
are on hand, she said "When you vide financial reports and services confhet of interest Do not have a A specific provision of the treaty While there are generally no feder-
attend meetings hke thls, you meet that "wlll fit in your organization consultant who places Insurance" between the United States and the al Income tax issues associated with

a variety of dfferent service Can they provide what your finan- When selecting a broker, "make United Krngdom allows onward rem- loan-backs for onshore captives,
providers, you know their reputa- cial people need?" A manager may, sure the broker has famihanty with surance to non-treaty protected there can be other considerations

tions, you know the quahly of their he warned, try to "sell what he all domiciles-that they have rela- countnes In other words, a remsurer For example, while a domicile such
work product Insurance is a busi- thmks you need " tionships with captive managers can retrocede nsk to a non-treaty as Vermont theoretically allows sin-
ness relationship, but it's also a re- Checking captive managers' cre- and other service providers m those protected country without exposing gle-parent and industrial insured
lationship business dentials is essential, he said He ad- domiclles," Aon's Ms Hughes said that portion of the transaction to ex- captives to invest reserves as they

"And you want to work with peo- vised owners to ask for and check Brokers can offer captives a num- cise tax "None of the other treaties please, in practice regulators treat

ple who are easy to work with- references with three accounts the ber of services, she noted "They have that," Mr Cameron said loan-backs as a change-of-busmess
have proven reputations--and peo- manager lost for different reasons should be prepared to assist m pre- The U S -Bermuda treaty apphes plan requiring prior approval, Mr
ple who work well with regulators Local lawyers with captive mium and claims processing," she to insurers and reinsurers only and Jones said
rn vanous domiclles" knowledge are a necessity, Mr said, as well as allocating those provides that companies may lose George A Chaffee, president of

At the top of the list of concerns is Buikema said "They sometimes can costs back within the company treaty benefits if they "substantially" Skandia International Risk Manage-
the captive management company, be the grease that moves this thing Mr Maglaras moderated thepan- reinsure nsks with other than ment (Vermont) Inc, moderated the

which is a choice the captive owner along a httle quicker They know el discussion Bermuda or U S reinsurers, Mr session [al

E=commerce efficient, cheap "And depending on how sophisticat- reetions on how to handle electronic
ed your payments and receivables transactions
are, you can actually mtegrate the "If you're usmg an outside Invest-

By MICHAEL BRADFORD Gettmg funds on deposit more verification steps that take longer to whole thing so that you virtually ment manager, make sure he has
quickly can mean hundreds or thou- execute than electronic orders ellminate those departments Every- clear instructions on how to do wire

MIAMI-Trme is money, and for sands of dollars of additional interest Ms Brown said the Internet may thing can be done electronically and transfers" and make investments, he
captives, electronic commerce means each day, the panelists noted increasingly be used as a way to move immediately, with the payments be- said
quicker deposits that earn more m- And lt'S cheaper to move money funds between corporate accounts mg matched up," she explained He said the investor and the money
terest electronically, said Demse L Brown, "Consumers and the retail market are To avoid expensive shp-ups, cap- manager can use secure fax transmis-

When moving money electronically vp-global cash management services doing it today," she pointed out And tives need to make sure electronic sions to exchange records detaillng
rather than by paper, capbves can get at Citibank NA m Stamford, Conn electronic data interchange eventual- fund transfers are done properly amounts received and instructions on

premium payments and other funds "Banks charge more for handlmg ly wall become more common among Frank T Dunn Jr, vp and market- how to deposit and Invest the funds
on deposit more quickly, panelists at transactions manually," she said, ex- corporate transfers, Ms Brown noted mg director of Citibank Global Asset D Hugh Rosenbaum, principal
the Eighth World Captive and Alter- plaining, for example, that faxed or- "With EDI, you can put m detailed Management in New York, empha- with Tillinghast-Towers Perrin in
native Risk Fmancing Forum noted ders to move money involve several payment information," she said sized that money managers need di- London, moderated the session
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Integrating risks pays off for Honeywell 8'h Woild Captive

and Allemot,ve Risk

Finonc ng Foium

Currency risks are first to be added include exposures such as currency developing its current insurance pro-
rlsk in Insurance programs have not gram He noted that foreign exchange V

By RODD ZOLKOS cy risk exposures Into its Integrated come to fruition exposures can stem from contracts to

insurance program in 1997 brought it "Initially, what happens is the rlsk provide goods orservicespaidmlocal Maximizing
1\(IIAlVII-Talang an enterpnse- nearer that goal manager thinks this is a great idea currency or contracts to purchase

wide approach to nsk management Mr Seuntlens told attendees at the and they've talked to the currency goods or services denommated in 10-
can allow a company to take and Eighth World Captive and Alterna- manager m advance, and the curren- cal cunency \

profitably manage more nsk, accord- bve Risk Anancmg Forum earher tins cy manager says,'Yes, I thmk I under- Other exposures can include in-
ing to the nsk manager of one compa- month m Miami that in developmg its stand what you're talking about; " come translation from foreign sub-
ny movmg in that direction current msurance program, the com- Mr Seuntlens said sidiaries, the impact on dividends and

At Minneapohs-based Honeywell pany brought together a team that in- "But they haven't brought them royaltles from foreign sources, or var-
Inc, an enterpnse-wide Insk manage- cluded expertise m rlsk management, into the process," he said, leaving the lous balance sheet risks, such as the
ment program-addressing the expo- currency management and prolect currency manager unwdling to ex- value of a foreign asset suddenly
sures the company faces across the management change a famihar program for some- dropping with a change rn the value of curately predict changes "Anything
entire spectrum of its operations rn a The team also included company thing unknown "So when it comes to that country's currency can change the value of currency,'
smgle program-has been the aim of experts on marketmg and solutton de- time to blnd the program, the curren-

.Foreign exchange nsk isn't one Mr Sanderson said "It's completely
a process of contrnuous Improvement sign, program management, account- cy manager says 'Wait a minute I un- thing,"Mr Sanderson said "It's a lot lirational"

of the company's insurance program mg and tax issues, and foreign ex- derstand what I'm domg now ' " of different exposures all at once " The process of putting an exposure
over the past four years change modeling Honeywell chose currency expo- And managIng foreign exchange such as currency nsk in an insurance

According to Thomas P Seuntlens, It's critical that those who will be sures as the flrst financial rtsk to place nsks differs considerably from man- program relies on sophisticated mod-
director of global Ask management affected by the new program have a in its insurance program because for- aging traditional Insured exposures, elmg, both on the part of the under-
for Honeywell, while the company chance to contnbute to its develop- eign exchange rates and their impact he said wnter and the pohcyholder, who
hasn't achieved true enterpnsewide ment, Mr Seuntlens said, and the fall- on the company's revenue and ex- For traditional nsks, "we can usu- compare their results to amve at the
rlsk management yet, folding curren- ure to do so is why many attempts to penses are part of the regular budget ally use past history," Mr Sanderson details of the finished insurance con-

process said That approach won't work with tract
"Translation expense is one that currency risks, however "What hap- "The whole process iS driven by

Reinsurers look you plan " Mr Seuntlens said "You pened in the past is no predictor of simulation modelng," Mr Sanderson
know what your foreign prof:t wlll be what's golng to happen in the future," said "It's very much a process of ne-
m advance " Mr Sanderson said gotiation by mathematics"

at alternatives Scott M Sanderson, a semor vp at Because currency value changes oc- Gregory Berg, a pnncipal at Ttlhng-
J&H Marsh & MeLennan Inc in Min- cur for pohtical and economic rea- hast-Towers Pemn m Weatogue,
neapolls, worked with Honeywell m sons, nothing a company does can ac- Conn, moderated the session <Ii

By RODD ZOLKOS Mr Schnur suggested that con-
sohdation may actually beneht

MIAMI-Reinsurers are show- reinsurance buyers "As an Inter-
mg a willmgness to work closely mediary we really are seeing the Captives hold unexplored benefits
with captive insurance compa- benefits of consohdation," he
nies, whether by providing tradi- said Provide effective way to fund some employee benefits
tional reinsurance or crafting cus- Consohdation has streamlmed

tomized products to facilltate cut- the buymg process, he said, "and By MICHAEL BRADFORD And since it began using the cap- different areas Previously, that
ting-edge approaches to rlsk it also gives chents access to a tive for benefits four years ago, meant transfernng the executives
transfer, according to one group broader range of sernces " For MIAMI-If it's good enough for DHL International's cost savings from medical plan to medical
of industry Insiders example, a buyer might now be financing an organization's prop- have amounted to $81 million, plan Having a single plan

Participating in an informal able to place more lines of cover- erty/ casualty risks, a captive also Mr O'Neill said through the captive overcomes
panel on remsurance at the age with a smgle remsurer, he is good enough to fund its employ- Funding employee benefits that problem, Mr O'Neill said
Eighth World Captive and Alter- said ee benefits, says the risk manager through the captive also solved And buying coverage locally
native Risk Financing Forum ear- for a global delivery company several problems for DHL Inter- was producing "high frictional
her this month in Mlami, Michael ah World Cop ive "Risk is risk," said Hugh M national costs," he said Administrative

D Schnur, managing director at
ond Alte:nal,ve Risk

O 'Neill, group risk manager at In some countries, for example, costs were high and broker com-
F,nonc ng Fo,Lm

Guy Carpenter & Co in Chicago, DHL International Ltd in Brus- the company has 300 to 400 work- missions were significant, helping
said, "In general, remsurers are sels, Belgium, which operates out- make the risk transfer costs "quite

80 World Captive
extremely bulhsh about captives " side the United States "It really ond A'ternalive R,sk

a bit higher than the underlying
1,

Many captives have tough un- does seem unusual" to treat the fi- Finoncing Forum inherent risk," Mr O'Neill said

derwntmg entena, Mr Schnur nancing of employee benefit risks Acknowledging restrictions cre-
said, which to a reinsurer makes Maximizing differently from the financing of ated by ERISA, Karin J Landry,
them better nsks property/casualty risks, he said Northeast health care practice

In some specific crrcumstances, 1.4 Speaking at a panel discussion leader at Watson Wyatt World-

however, reinsurers might be less during the Eighth Annual World
bullish about working with cap- J Captive and Alternative Risk Fi- Maximizing

wide in Wellesley Hills, Mass ,
noted that U S employers can use

tives, Mr Schnur said For exam- nancing Forum in Miami earlier captives to fund retiree medical

ple, some captives can be Just too this month, Mr O'Neill was ad- and life benefits

small to generate enough prerm- dressing the funding of employee An advantage is direct access to
um to ment a remsurer's atten- benefits outside the United States reinsurance, she said "We've been

lion, he said But Mr Roels said he sees con- He did not address the restrictions able to structure reinsurance

"This is a market that's really sohdation among remsurers less- under the Employee Retirement transactions in a very cost-effee-

dehvenng specialized nsk financ- ening competition, while provid- Income Security Act that effec- tive way for some of the clients we

ing products," said Philip M Ing no real pluses for buyers tively prevent the use of captives work with "

Roels, vp for operations at Dorm- We see much stronger compa- to fund benefit programs for ac- ers, which is a relatively small And, she pointed out, "in many

co Reinsurance Co m Midland, nies out there, but from a buyer's tive U S employees number, Mr O'Neill explained It instances, we're able to set up ar-
Mich, which is one of several cap- standpoint we really don't see DHL International in 1994 be- was difficult to get life insurance rangements where our clients
tives owned by Dow Chemical Co that as an advantage," he said gan funding employee benefits for or disability for senior executives don't have to change their service

"The markets are working with In the near future, Mr Beer said non-U S employees through its in some of those countries, he providers For example, they keep
us to deliver solutions rather than he expects captive parents to be- Bermuda-based captive, Marias said, insurers were hesitant to the same third-party administra-
brmglng us a product off the gin working more closely with Falls Insurance Co The captive take on the risk relative to the tor, they use the same banks,"
shelf," he said reinsurers in bnnglng non-trach- already had been used to provide premium paid for the covered while adding a captive manager

However, even though rernsur- tional sorts of risks such as cur- coverage for "a significant inter- population Those that did accept and other advisers, she said
ers are providing those special- rency or commodity price expo- national risk portfolio of typical the risk required extensive medi- A captive's lower cost structure

ized chent-based products, there sures mto thelr captive msurance (property/casualty) exposures," cal screening, and executives with -enhances cash flow," Ms Landry
will always be a place for conven- programs Mr O'Neill pointed out medical conditions became unin- pointed out, and policies typically
tional reinsurance, Mr Roels "I do believe the larger entities Where previously DHL Interna- surable can be manuscripted and changed
added woll begin ]ntegratmg their finan- tional had exclusively used local Another problem with the old more easily than they could be

"I really don't see this market cial nsks," he said insurers to fund employee bene- approach stemmed from DHL In- with traditional insurers
becoming the traditional market,"

.We're seeing some very slow fits, today lt uses the captive to ternational's policy of moving se- Kathryn J Mcintyre, pubhsher
he said "This product isn't golng progress," Mr Beer said Then, of- provide the coverages for 40,000 nior executives around the world and editorial director of Business In-
to meet everybody's needs There fenng a possible explanation for of its employees in 49 countries so that they gain experience in surance, moderated the session 121
wlll still be a need for traditional pollcyholders' dellberate pace in
relnsurance" moving in that direction, he said,

Albert J Beer, president of Mu- "I've heard it said the pioneers are 225 attend Miami forum on captives
mch-American Risk Partners m the ones with the arrows in their

Pnnceton, NJ, said m his opmion chests " MIAMI-The lush fairways of the als discuss alternative rlsk financing discussed group captives, third-par-
the state of the art of reinsurance "There's a lot of expertise out Doral Golf Resort & Spa were the The forum, sponsored by Busmess ty busmess, rent-a-captives, con-
has improved in recent years there, and you can tap into that," backdrop for the Eighth World Cap- Insurance, Skandia International cems in various domiales and other

"I'm beginning to see better ser- Mr Beer said "But the only way tive and Alternative Risk Financing Risk Management and Tilhnghast- issues
vices brought to chents," he said to develop that is lf people start Forum m Miami earlier tins month. Towers Pernn, consisted of panel Next year's conference Mll be held
And mdustry consolidation, he demandng more " Risk managers, captive owners, discussions and social events Nov 14-17 at the Doral Information

said, "has arguably shrunk the Robert J Roesser, senlor vp at remsurers, brokers, consultants and Keynote speakers from Bermuda lS avmlable from the World Captive
reinsurance industry, but I don't Skandia International Risk Man- others made up the group of 225 at- and I,loyd's of I,ondon gave a look at Forum, 4248 Park Glen Road, Min-
think it's limited opportunities for agement in Hamilton, Bermuda, tendees who gathered Nov 15-18 to how buyers are demanding more neapolis, Minn, 55416, 612-928-
buyers " moderated the session hear a hneup of mdustry profession- from msurance markets Panehsts 4659
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ASK A BENEFIT MANAGER

Q
Can you please update me

with regard to the Medicare +

Choice program? What is the
government doing about

providing information on these
programs as well as some of the
key issues for employers relating

to the Medicare + Choice

program?

The Medicare + Choice program

A
was provided for in the Balanced
Budget Act of 1997. The primary
purpose of this program is to
provide Medicare beneficiaries
with a wider range of options in
addition to the original Medicare

program, which provides health
care through traditional fee for service. These
additional health care options are available as of
Jan. 1, 1999. There are three general categories of
Medicare + Choice plans, as shown below:

• Coordinated care plans: These include health
maintenance organizations, preferred provider
organizations and provider-sponsored organizations.

• Private fee-for-service plans.
• Medical savings accounts, or MSAs.
With regard to eligibility for the Medicare + Choice

program, a Medicare recipient is eligible to enroll if he
or she: is entitled to Medicare Part A and is enrolled in

Medicare Part B; has not been diagnosed with end-
stage renal disease; and lives in the service area of the
plan in which he or she would like to enroll.

Medicare + Choice organizations offering plans as of
Jan. 1, 1999, had to offer a general open enrollment
period for those eligible this month. Each year after
this year's annual open enrollment period, which
ended today, there will be a coordinated open
enrollment period in November for the following
year's coverage. Additionally, until the end of 2001,
individuals eligible for Medicare + Choice will
generally be able to make unlimited changes in
coverage options, including switching among different
Medicare + Choice plans or between Medicare + Choice
and original Medicare. The ability to change elections
will be more limited in later years.

As a result of Medicare + Choice, employers will
need to rethink their retiree medical strategy.

Employers are not required to make major design
changes to their retiree medical plans for 1999, but
they will need to develop strategies for 1999 and
beyond. Employers will need to decide which Medicare
+ Choice options will be subsidized under their retiree
medical plans. For 1999, employers will need to decide
the level of subsidy, if any, that they will contribute
toward Medicare + Choice options. If the employer
chooses not to offer a certain Medicare + Choice option
to its plan, it will need to notify its retirees that the
retirees will be responsible for the full cost if they elect
a Medicare + Choice plan not offered through the
employer.

An employer can choose to negotiate with the
Medicare + Choice plan to provide a more generous
package of benefits to its retirees if it so desires. These
supplemental benefits must be prov>ided uniformly to
retirees in the employer group. The employer also can
subsidize all or part of the premium for basic coverage
charged by the Medicare + Choice plan. Also, employ-
ers can subsidize all or a portion of the cost of
deductibles, coinsurance or other cost sharing for any
Medicare + Choice plan, except a Medicare + Choice
MSA.

The new regulations also impact Medicare + Choice
and the integration with Medigap policies. In general,
an individual who originally becomes eligible for
Medicare and chooses Medicare + Choice, or an

individual who chooses a Medicare + Choice plan for

the first time, can disenroll from the Medicare + Choice
plan w>ithin 12 months and re-enroll in the Medigap
plan he or she previously had elected. The regulations
provide for expanded opportunities for Medicare
beneficiaries to purchase Medicare policies on a
guaranteed-issue basis and require notices to
beneficiaries by Medicare + Choice organizations
concernjng Medigap.

Basic issues that employers must address include:
• What Medicare + Choice plans will be offered in

each of the geographic areas covered by their retiree
plans? Which existing Medicare risk HMOs under the
employer plan will be continuing after Jan. 1, 1999, as
a Medicare + Choice plan? Should employers redesign
any retiree medical benefits as a result of Medicare +
Choice and the other changes in health care that have
been occurring over the past few years?

If an employer does not sponsor a Medicare + Choice
plan and a retiree drops the employer coverage in
favor of such a plan, will the employer allow the
retiree to re-enroll in the original employer-sponsored
plan at a later date?

• Communication issues: The 1998 Communication

Campaign, called the "National Medicare Education
Program," is coordinated through Health Care
Financing Administration. There are multiple channels
of communication, including a mass mailing to
beneficiaries of a short newsletter or a longer
"Medicare and You" handbook. The also is a toll-free

hot line beginning in five states-Arizona, ]Florida,
Ohio, Oregon and Washington-a Medicare World
Wide Web site, a national publicity campaign and a
community-based outreach program.

With this extensive communication campaign
launched by HCFA, plus the advertising done by
health plans that will be offering Medicare + Choice
programs, retirees will likely look to their former
employer for explanations about the specific Medicare
+ Choice options available in their area. Retirees will
be looking to the employer to see how the employer
will coordinate with Medicare + Choice.

The "Medicare and You" handbook, which will be
provided in the five pilot states, is online and is
approximately 40 pages. The shorter "Medicare and
You" bulletin is approximately 10 pages online. These
documents can be accessed on the World Wide Web at

www.medicare.gov.
A toll-free hot line will be available initially for

those individuals in the five pilot states. Every three
months, an additional 25% of the covered population
will have the toll-free hot line available, so that the hot

line will be available to all states by October 1999 in
time for the fall enrollment for the year 2000.

An interactive voice-response option will be
available to the retirees. Three options, including
"Information on Plans Available, „„Requesting A
Disenrollment Form" and "Frequently Asked
Questions," will be available. This automated part of
the hot line will be available 24 hours a day, but the
customer service representatives will only be available
from 8 a.m. to 4:30 p.m. local time.

• Survey findings: Hewitt Associates L.L.C.
conducted a survey in August 1998 and received
responses from 350 employers, all of which have more
than 1,000 employees. Some findings from that survey
include the following: About 60% of employers plan to
have their internal staff handle individual retiree

inquiries, while 10% will be contracting with outside
organizations to handle the inquiries, and about one-
third of employers expect to offer one or more
employer-sponsored Medicare + Choice plan with an
employer subsidy. The most likely employer-sponsored
Medicare + Choice option will be HMOs, with 71% of
the employers considering offering an HMO and 60%
of the employers considering offering an HMO with a
point-of-service option.

For the first year or two of Medicare + Choice, one-
third of the employers expect to allow for a later re-
enrollment in an employer-sponsored option after that

retiree enrolls in a Medicare + Choice option not
sponsored by the employer. Another one-third have
not yet established any re-enrollment policy. However,
23% of the employers do not expect to allow for re-
enrollment in an employer-sponsored option after
disenrollment from a Medicare + Choice plan not
offered by the employer. The re-enrollment issue will
be a key decision point f6r employers.

• Medicare HMO plan terminations: There has been
growing concern about the number of HMOs that have
discontinued service for Medicare-type plans. As of
October, 43 managed care plans were not renewing
their Medicare contracts, and 52 managed care plans
were reducing their service area. This willimpact
about 415,000 beneficiaries, or about 7% of those

enrolled in managed care plans. Fifty thousand
beneficiaries who currently participate in Medicare
HMOs will no longer have any managed care options
offered in their service areas. There has been about a

12% reduction in the overall number of Medicare

managed care plans. Although many have dropped
Medicare HMO coverage, there are 48 new Medicare
managed care contracts pending and 25 pending
applications to expand service areas.

Managed health care plans' participation will need
to be watched closely over the next two to three years.

These significant changes in the coverage available
to retirees will certainly cause anxiety and disruption
for retirees above age 65. This is an opportunity for
employers to take a step back and reassess their
overall health care strategy as it relates to retirees.
Although the government's push is for managed care
for retirees, it remains to be seen how many retirees
will take advantage of these programs. With the
continued concern in the press about managed care
and HMOs, such discussion will certainly serve to keep
retirees out of managed care. As employers, we will
need to assess the degree of interest in these managed
care programs by our retirees. One item to keep in
mind throughout this process is that if retirees opt for
the managed care options, this has potential positive
impact on employers' FAS 106 liabilities. This will be
an area that employers should watch closely.

Material in this article does not constitute

accounting, tar, investment, legat or business advice.
Employers should review their situations with

professional advisers. la,

Would you like advice from an experienced 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
Benefit 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 employee beneAt

management issues is written by

Dennis J. Nirtaut, managing

-- director of compensation and

,  benefits for Arthur Andersen &
0-t· ,--•Ilil Co. L.L.P. in Chicago.
'9'31*I-

4/A· 4//431 Christopher E. Mandel, director-
risk management at Tricon

---'- AR Global Restaurants Inc. in

' .j Louisville, K*, answers
-1/- questions on risk management

Mr. Nirtaut issues. William J. Miner, an

actuary with Watson Wyatt
Worldwide in Chicago, answers actuarial questions on

beneAts issues. And, Richard E. Sherman, president Of
Richard E. Sherman & Associates Inc. in Ashland,

Ore., answers actuarial questions in the casualty fietd.

Address your questions to ASK, Business Insurance,
740 N. Rush St., Chicago, m. 60611. Please give us your

name, titte and employer; however, Business Insurance
witt consider unsigned tetters.



Global Briefs

Creditors of failed London

market insurer Chancellor Insur-
ance Co. Ltd. could find them-

selves making significant recov-
eries from retrocessional policies.
Chancellor collapsed in 1992 with
about £250 million ($414.3 mil-
lion) in liabilities from a string of
catastrophes that hit the London
excess-of-loss market. Few credi-

tors so far have come forward

since scheme administrator Jam-

ie Smith of Deloitte & Touche an-

nounced an increase in the

scheme dividend to 10% in July.
"The reason so few have made a

claim on this money may be be-
cause they don't think it is worth
their while," said Mr. Smith. "But

if they had spiral business with
Chancellor and agree to signifi-
cant amounts of set-off on their

retrocession, the amount they
could further claim from the

solvent market is potentially
vast.", . . .Inndon-based Aon Risk

Services has acquired U.K.
claims management firm IRISC
Claims Management Ltd. for an
undisclosed amount. ICM, based
in Sheffield, England, employs
125 claims managers servicing
government departments and
private companies. ICM will op-
erate under Aon Risk Services'

Managed Services Division. The
move is related to one in the Unit-

ed States whereby Aon consoli-
dated IRISC Inc. and eight other
U.S. TPAs into one company (BI,
Oct. 26) .Dublin, Ireland-based
Starr Excess Liability Insurance
International Ltd. began under-
writing under manager Graham
Nankivell. in a London office af-

ter receiving regulatory approval
last week. The office is the second

of Starr Excess International's

branches; its Bermuda operation
converted to branch office status

earlier this year. Regulatory over-
sight falls under the insurance di-
vision of the Department of En-
terprise, Trade and Employment
in Dublin. . . .Standard & Poor's

Corp. has assigned an AA claims-
paying ability rating to Allianz
Risk Transfer, a subsidiary of
German insurer Allianz A.G. Al-

lianz Risk Transfer, based in
Zurich, Switzerland, was estab-

lished in 1997 to develop Allianz's
alternative risk transfer business.

, S&P expects Allianz Risk Trans-
fer to increase its gross an-
nual premiums from 275 million
Sw>iss francs ($195.9 million) in
1997 to 1.1 billion Swiss francs

($783.4 million) over thenext five
years... .Peter Murray, chief ex-
ecutive of the U.K. Railways Pen-
sion Trustee Co. Ltd., will step
down as chairman of the U.K.

National Assn. of Pension Funds

in May. He will be replaced by
current NAPF Vice Chairman

Alan Pickering, a partner in the
London office of consulting firm
Watson Wyatt Worldwide. Geoff
Pearson, head of group pensions
at UK supermarket chain J.
Sainsbury P.L.C., will be the new
NAPF vice chairman....Rob

Page has been appointed to the
new position of marketing direc-
tor for Lloyd's of London manag-
ing agency and corporate capital
provider SVB Holdings P.L.C.
Mr. Page previously was market-
ing director at ACE (UK) Ltd. ...
Jim· Jarret has been appointed
head of claims management at
U.K claims adjusting firm Craw-
ford-THG Ltd. Mr. Jarret previ-
ously was a claims manager with
claims adjuster Ellis & Buckle.
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Cats mean higher rates likely

1

woria Map

of -I
Natural Hazards

4

COURTESY OF MUNICH AE

The third edition of Munich Re's World Map of Natural Haz-
ards contains a supplementary map on climate change.

German leader

pledges cuts
in tax rates,

retirement age
By DON LEWIS KIRK

BONN, Germany-German businesses are getting
some good news and some bad news, as Chancellor Ger-
hard Schroeder makes deeper-than-expected tax cuts
but stands his ground on lowering the retirement age to
60 from age 65 as a means to stimulate job growth.

"With the help of unions and management, we want
to find an arrangement that allows older workers to re-
tire at 60 without any cut to their pensions," Mr.
Schroeder was quoted as saying in a German magazine
earlier this month.

Mr. Schroeder was elected in September in large part
because he promised to create new jobs. To reduce Ger-
many's 10.1 % unemployment rate, he pledged to cut
taxes and unite workers and employers in an "Alliance
for Jobs."

At the end of October, Mr. Schroeder announced ini-
tial tax cuts, but German businesses complained the
cuts were too modest. Mr. Schroeder and his coalition

partners since have approved new cuts nearly 50%
deeper than originally proposed. By 2002, the German
government plans to reduce corporate taxes by 15.3 bil-
lion deutsche marks ($9.16 billion), with bigget breaks
for midsize companies.

While applauding the deeper tax cuts, employers say
the plan to reduce the retirement age is "unaffordable."

Last year, the government of former Chancellor Hel-
mut Kohl approved raising the retirement age for both
men and women to reduce employer costs. The change,
to 65 from 60, would have taken effect in 1999.

The current plan is, in the words of Dieter Hundt,
head of the German Assn. of Employers, an "inept at-
tempt to redistribute work."

Employers insist that early retirement would only be
possible with accompanying reductions in pension ben-
efits.

In addition, the Schroeder government has introduced
See Germany on page 17

By EDWIN UNSWORTH

LONDON-The increasing severity of
losses resulting from natural disasters and
climate change mean that in more and
more parts of the world insurance cover-
age is becoming difficult-if not impossi-
ble-to obtain, according to insurers.

Insurers on both sides of the Atlantic are

beginning to predict that after the recent
surge in catastrophe claims, rate increases
are becoming more likely.

Their remarks came during the fourth
annual session of the United Nations Con-

vention on Climate Change, held for two
weeks earlier this month in Buenos Aires,
Argentina.

The United Nations Environment Pro-

gram Insurance Industry Initiative, a body
representing about 80 insurers from
around the world, addressed the audience.

It said insurers would be willing to do
more, if given the chance, to help promote
more sound environmental protection poli-
cies. Current trends in climate change are
contributing to the severity of some natu-
ral disasters and high catastrophe losses,
the UNEP Initiative says.

Underwriting property at risk from nat-
ural hazards like windstorm, flood and
subsidence is based on the concept of c 're-
turn periods," which are generally calcu-
lated on historic claims costs over a cycle
of natural hazard occurrences. However,
rapidly changing climatic conditions will
lead to difficulties in calculating these re-
turn periods, and thus to delays for insur-
ers in adjusting rates to reflect their results
against the return periods, warned the
UNEP Initiative.

In a statement issued at the start of the

See Climate on next page

de Rising tide of marine claims
Marine insurance rates are likely to increase-ilifthe wake of ttiglier claims,

>.4. a Norwegian insurer association says. Figures i, millions.-
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Losses to spur
hull rate increase

By EDWIN UNSWORTH

LONDON-Shipowners should pre-
pare for reduced coverage or a substan-
tial rise in hull rates next year, as current
premiums are creating mounting under-
writing losses for insurers, according to
leading figures in the market.

Tore Forsmo, managing director of
Norway's Central Union of Marine Un-
derwriters, whose members are primary
insurers for one of the world's largest na-
tional merchant shipping fleets, said se-
vere losses are occurring in all marine
markets.

As a result, he warned, "Come 1999,
the logical consequence will be to pull out
or increase premiums to accurately re-
fleet the risks underwritten."

Logically, given the loss ratios of ma-
rine insurers, hull premiums need to rise

by 50% to 100%, he said. But while he
believes that is how much rates must rise,
he is less certain that underwriters will

be able to achieve rate increases of that

magnitude.
"The magnitude is something that will

be very interesting to see," he said. Cer-
tainly, rather than charging the same
premiums for all risks, as they do now,
insurers will become more selective and

avoid certain risks if they believe the rate
they can get is too low, he said.

Mr. Forsmo said he thinks it is ex-

tremely unlikely that any CEFOR mem-
bers would actively pursue new business
under the present market conditions.

He largely based his comments on fig-
ures for the four insurance companies
that make up CEFOR: Gjensidige Marine
& Energy Insurance A/S, Storebrand

See Hull on next page

Report signs off on islands' regulation
No major captive oversight problems

By EDWIN UNSWORTH The report is the culmination of
the 10-month long Edwards Review

LONDON-Regulators in the of Financial Regulation in the
Channel Islands and the Isle of Man Crown Dependencies, which was
say a new report fully endorses their led by Andrew Edwards, a former
oversight of insurance and financial U.K. Treasury official. The review,
services. commissioned by the U.K. Home

The report, released this month, Office, was aimed primarily at ex-
concluded that the islands' over- amining tax-avoidance and illegal
sight of financial services are gener- activities, such as money launder-
ally well-run and "clearly in the top ing, though it also looked at all as-
division of offshore finance centres." pects of regulating banking, insur-

ance and other financial services in

Guernsey, Jersey and the Isle of Man
(BI, Jan. 26).

The Edwards Review found no

major problems with regulation of
captive insurers in the Channel Is-
lands and the Isle of Man. Chief

among the report's few references to
captives was a statement that
"within the area of commercial and

captive insurance, supervision of
third-party business deserves spe-
cial priority."

Captive regulators were quick to
stress that they already closely mon-

itor companies writing third-party
risks.

"We give priority to third-party
business, but in addition we give al-
most equal priority to captive busi-
ness which will involve third-party
claimants. . .such as casualty busi-
ness," said Steve Butterworth, di-
rector of insurance in Guernsey, one
of the Channel Islands. Guernsey
also is Europe's largest captive in-
surance domicile.

Mr. Butterworth said Guernsey
has captive insurers that write third-

See Review on nert page
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produced the third edition of its world unit of Insurance Services Office Inc from $400 5 milhon) However, it paid that so far it hasn't had a single claim

Climate map of natural hazards, which it m- The study, "The Impact of Catastro- out £60 milhon ($100 5 milhon) in from the area, other insurers also are
troduced 20 years ago The map in- phes on Property Insurance," said claims from Humcane Georges The expected to get off hghtly
cludes for the first time a supplemen- that from 1960 until 1994, the number U K's January storms cost it £26 mil-

Cont:nued from previous page tan, map on climate change of people hving m the most catastro- hon ($436 milhon), and the April The Muntch Re World Map OfNat-

Buenos Aires meeting, Klaus Topfer, Gerhard Berz, head of Munich Re's phe-prone areas of the Umted floods £32 milhon ($53 6 milhon) ural Hazards ts available for 20

executive director of UNEP, said in- Geoscience Research Group, said the States-mainly along the coasts of When reporting its sharply lower deutsche marks ($11 80) fora foldzng
surens have welcomed the Kyoto Pro- map is now used not Just by insurance Flonda, the Carolmas and Callfor- nine-month profits this month, The map or 50 deutsche marks ($29 50) for
tocol agreed upon by the U N Con- companies but by government au- nia-had grown by 100% St Paul Cos Inc blamed the deteno- a Larger walt map, from Munich Re,
vention on Chmate Change in Kyoto, thorities, engineering offlces and sci- Mr Dlugolecki also says that scien- ration largely on a surge in catastro- D-80791 Munich, Germany, 49-89-
Japan, in 1997 It calls for cutting m- entific institutes everywhere as a tlsts cannot give sufficiently detailed phe losses for the period Claims in- 3891-5291, fax 49-89-3891-5696
dustnal pollutton by settmg a quota of global planning mstrument guidanceregardingtheforecastlng of creased to $381 2 milhonfrom $119 7
carbon dioiade emissions per country However, Munich Re also sees the weather patterns Somehow insurers milhon m the first nine months of last
Countnes with less indLstry-or more map as an aid for corporate risk man- need to find a way to build m the fac- year Humcane Georges accounted
pollution-free industr-1-that don't agers m planning prolects, in catas- tor for climate change, he added for over $88 milhonof this

Review
reach their quotas can sell their excess trophe prevention and m helping to "If it can't be quantihed, then there St Paul Chaiman and Chief Exec-

under the quota to other countries, assess their exposures and how they lS at least a need to build m a (geo- utive Officer Douglas Leatherdale Continued from premouspage
principally the United States wtll affect their insurance costs graphical) safety margm," he stressed emphamzed that the group "wlll not party busmess, as well as captive that

Mr Topfer said rnsurers welcome Addmg to the call for a combina- Insurers' concerns about chmate sell insurance for less than an ade- insure only the nsks of their parent
emissions tradmg mechanisms as a tion of governmental and commercial change and natural hazards were ex- quate rate" and TAnll "undertake cor- He said the latter category gets
practical way to assis- in reducing interests In deallng with climate pressed as two of Britain's biggest m- rective action on individual accounts equal regulatory attention, "because if
pollution, but they are cal]Ing for the change is Andrew Dlugolecki, direc- surance companies reported signifi- we have determined to be significant- a company is Writing property and
creation of generally acceptable re- tor of general insurance development cantly increased weather-related ly underpnced " business interruption pohcies, then
porting standards for industries and for London-based CGU PLC, one of claims m the first mne months of 1998 In the Umted States, $83 bilhon in there are third parties that rely on

have already proposed a COnndicator Britain's largest Insurers (BI, Nov 16) total catastrophe losses for msurers m that company to be properly insured"
under the auspices of tne UNEP In- Mr Dlugolecki, who until recently CGU PLC said its weather-relat- the first nine months of 1998 are tnple Bill Hastings, chief executive of the
surance Industry Initiat.ve A (02 in- was on the committee of the UNEP ed claims for January to September those for the whole of 1997, accarding Isle of Man Insurance and Pensions
dicator would allow evelycompany to Insurance Industry Initiative andre- 1998 nearly doubled to £272 milhon to ISO figures (BI, Oct 26) Authonty, expressed a similar view
calculateits own contribubonto glob- mainsanadviser toit, saidonewayin from £138 milhon ($4558 milhon At their annual meeting last month Mr Hastmgs maintained that Mr
al warming by measunrg the amount which this Joint initiative could work from $231 3 milhon) from the same m Baden-Baden, Germany, relnsurers Edwards' mention of third-party
of its CO: emlssions is for governments to provide Initial period last year This mcluded £28 and brokers consistently said that a business in the report does not suggest

He said it "simply ma ces good eco- property coverage for specific natural milhon ($46 9 million) for January marked Increase m catastrophe that the islands don't already make
norme sense" for insurers to be in- disasters such as floods, with thepn- storms and £37 milhon ($62 0 milhon) claims was one ofthe factors needed, third-party business a pnonty "He's
volved m the conference because they vate sector actmg as reinsurers He for Apnl floods, both m the United along with a deterioration in mvest- saying it needs pnonty, and Indeed it
know from expenence how expensive said it could work m a similar fashion Krngdom In addition, CGU paid out ment markets, to reverse the down- gets it"
it can be when people fall to protect to the flood insurance offered by the £25 milhon ($41 9 milhon) on October ward trend m insurance rates (BI, Mr Edwards was unavailable to

themselves adequately fiom nsks and U S government storms in the United Kingdom, with Nov 9) comment, but a Home Office

do not take preventive measures Such an approach may become the those payments gotng mto fourth- Insurers are also bracmg for clarms spokeswoman said she agreed with
where possible and necessary only solution because "there is no quarter results But CGU has already from more recent flooding in parts of this rnterpretation, pointing out that

In a study issued after last year's doubt that there wlll be places that withdrawn capacity in high-risk ar- Western Europe and more floods this the report's concluding recommenda-
U N Convention on Climate Change are going to disappear" in terms of m- eas, such as coastal regions of the month m Eastern Europe tions made no mention of action on

m Kyoto, the UNEP Insurance Indus- surability, warned Mr Dlugolecla southern United States, and its share Although Humcane Mitch is bemg captives' th,rd-party busmess
try Imtiative said it is particularly For the most part, this widl not matter of losses from Humcanes Bonnie and termed the deadhest Atlantic storm m Both regulators maintained the re-
concerned about the impacts of cli- much to the insurance mdustry be- Georges wasonly£4 milhon ($6 7 mil- more than 200 years, having recently view completely vmdicated the quah-
mate change on natural hazards and cause most of these places, such as hon) caused devastation m central Amen- ty of msurance oversight m their
the possible 11nk between global parts of Central America and Afnca, For the same nine-month period, ca with over 11,000 lalled, 13,000 domiciles
warmmg and the seventy and fre- already have low levels of insurance Royal & Sun Alhance Insurance missing and whole national 44From our pomt of view, it's an en-
quency of the natural El Nmo effect penetration and Insured values Group PLC reported a 69% mcrease economies left m tatters, the event has dorsement about how we do things,"

Winle the group wants govern- However, he said that areas m more m weather-related claims-£403 mil- left commercial msurers relatwely un- said Mr Butterworth

ments to come down hard on mdustry developed countnes, such as the Unit- hon from £239 milhon ($675 3 milhon scathed Royal & Sun Alliance said "Andrew Edwards is entirely con-
to reduce the pollution and green- ed States and the Umted Kmgdom, tent with the nature of the framework

house gases that cause environmental where there is a high level of potential for msurance regulation," echoed Mr
change, it also says more needs to be msured losses, also are becoming
done to improve forecastlng of weath- more prone to natural disasters In Hull that hull rates are too low and that Hastings

underwnters need to become more se- The Edwards Review's report stat-
er patterns and to map areas vulnera- both countnes, not only are more and lective forratmg purposes in dfferen- ed that the Isle of Man's captive legis-
ble to natural disastens more people hvlng m areas that are Continued from premous page tiatlng between good and bad ship lation could make it clearer which

The group maintains that insurers traditionally subject to flooding and Insurance A/S, Vesta Formkrmg A/S operators While Mr Redmond, who particular rules governing Insurance
can offer valuable services in reducrng wmdstorms, but also the number and and Zunch Protector Fonsilmng NS is also the last chairman of the Insti- may apply to captive insurance, and
exposures because they have the slalls seventy of the floods and storms ap- But he said recent developments m in- tute of London Underwnters before Mr Hastings said, "I'm reasonably re-
to provide the assessment quantiflca- pears to be nsing due to climate temabonal manne msurance and sig- its pendmg merger with the London ceptive to the pnnciple of giving that
tton and mapping of nsks change nals from other key geographic mar- Insurance & Reinsurance Market clanty

The world's largest remsurer m Mr Dlugoleckl's assertion about kets lead him to beheve that CEFOR's Assn, did not want to pin himself However, he emphasized that m his
Busmess Insurance's annual ranlang, the nse the number of m people hvmg expenence "5 of global relevance and down to statmg the level of rate Ilses Mew "it m not a fundamental issue"
Germany's Mumch Re Group, has m higher nsk areas is borne out m a that no intemabonal (marine) mar- that are needed generally, he agreed While regulators from Guernsey,
done work in this area and recently study by Property Claim Services, a kets are m a position when these loss- that increases of 50% or more would Jersey and the Isle of Man have en-

es can be avoided " be appropnate for some ship opera- dorsed the review, they wtll not neces-
CEFOR's computer database, toi's sanly implement all of its recormnen-

which Mr Forsmo said is a unique Mr Forsmo said all marine insur- dations, most of which apply to non-

Services Guide feature of the Norwegian manne mar- ance markets have contnbuted to the captlve operations
ket because it glves Insurers a clearer positton they find themselves m today Regulators from the Islands have
understandmg of manne hull busi- of mounbng underwnbng losses and agreed to a senes of meetmgs with the
ness, shows that the loss ratto of Nor- madequate insurance rates In their U K government begmnmg m Jan-

ACTUARIAL SERVICES CPCU and IIA wegian marine insurers for the 1997 rush to gain market share, they over- uary to developaplan of action forre-

Self-Funded Health Care Plans candidates underwnhng year was 104% Worse compensated for the improvements sponding to the recommendations
Carlton Harker, FSA, MAAA I guarantee you -,ittearn more,n less ime w,th stlll for insurers, this looks set to nse many ship operators have made in However, U K Home Office Minister

Self-Funding Actuanal Services, Inc The Burnham System - or your money back to 135% for 1998 and to an estimated safety in the 1990s by extending pre- Lord Wilhams said these meetings
8025 North Point Blvd, Suite 207W

Ray Burnham CPCU CLU AAM
19 Everett Street Southbridge MA 01550 160% for 1999 mium reductions even to operators would mark only the begmmng and

Winston-Salem, NC 27106
Call 1-800-GET-CPCU Nowi However, Mr Forsmo said CEFOR with persistently bad loss recomls that he foresees talks lasting through

(336) 759-2035 www sfactuanal com
thinks many marme underwnters m He issued a warning, too, that the 1999
other markets wlll turn in worse re- introduction m July of the Interna- Little of what comes out of the talks

sults tional Safety Management Code lS lS expected to affect captive opera-
Publishing December 14 in He maintamed that the American unlikely to signihcantly reduce lions m the islands

market and London-based marine in- claims The ISM Code was introduced "The report clearly demonstrates

Business Insurance® surers have reported similar loss ra= by the United Nation's International that those who have criticized our
bos Maritime Organizatnon For countnes regulatory standards are comprehen-

Walter Kramer, president of the that are signatories to the Code, their sively wrong," said Frank Walker,
Amencan Institute of Manne Under- merchant ships of more than 500 president of the States of Jersey's fl-
writers, said he believes the projected gross tons that trade mternationally nance and economlcs committee

.  loss ratios cited by CEFOR are likely must pass inspections showing they Nigel Woodroffe, deputy director-
DIW]ba

 to be correct Of rates, he said, "there's have m place safety management pro- insurance division, of Jersey's Fman-

4,, ,I , no question but that they have to go cedures that meet mtemationally cial Services Department, declined to
up " As the representative of a trade agreed standards comment on the Edwards report, re-
association rather than an individual Mr Forsmo said weak freight rates fernng inquiries mstead to a state-

Call Now To Reserve Your Ad Space!
company, however, he said is not cer- and increased scrutiny and pressure ment put out by the Jersey Financial
tain by how much they need to in- on maintenance costs may actually Services Commission That statement

(312) 649 - 5340 crease counteract the desired ISM Code ef- welcomed the report, saying it further
However, Mr Kramer added, "This fects m terms of loss reduction, as reinforces Jersey's position as an in-

is the worst competitive cycle I've ever shipowners may be less able to afford ternational finance center It also said

For advertising Information contact Irals Amleshi seen m my 38 years in the business " tighter safety standards A slow ero- that Jersey considers the work m car-

Classified & Services Guide Advertising, 740 North Rush Street, Chicago, Illinois 60611 Stephen Redmond, underwriting mon of deductibles also mayleadto a Fing out the recommendations "an

Telephone (312) 649 5340 • Fax (312) 649 7937 and claims director, Eagle Star Rein- general mcrease m claims volumes, he opportunity we welcome and will
surance Co Ltd 11 London, agreed maintained id] grasp with enthusiasm" Ell
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Profits down at Lambert Fenchurch
By SARAH GODDARD

LONDON-Despite a near 5%
growth in revenues in the six
months ending Sept. 30, profits
plunged at London broker Lambert
Fenchurch Group P.L.C.

Revenues for the six months end-

ing Sept. 30 rose 4.7% to £60.4 mil-
lion ($100.1 million) compared with
the same period of 1997, while pre-
tax profits plunged more than 83%.

Lambert Fenchurch is seventh in

the Business Insurance ranking of
the world's largest brokers based
on 1997 revenues. It moved up one
place since the ranking was issued
in July because Marsh & MeLen-
nan Cos. Inc. subsequently bought
Sedgwick Group P.L.C.

Germany
Continued hom page 15
a bill that would bar employers
from passing a 20% tax on pension
fund contributions on to employ-
ees. Many workers currently pay
the pension tax because it is much
lower than if they took the contri-
butions as additional income.

German employers claim the bill
could lead some companies to stop
offering pension funds.

Germany's new government
coalition of Social Democrats and

Greens favors the creation of a na-

tional fund to pay for increased
pension costs from a lowering of
the retirement age. The national
fund would require employer con-
tributions as well as subsidies from

the Federal Labor Office, a nation-

al unemployment and work place-
ment agency. The plan also calls
for part of any wage increases ne-
gotiated by employers and unions
to flow into the fund.

Mr. Schroeder's plan is support-
ed by labor unions and is expected
to be a major component of Al-
liance for Jobs, which is to coordi-
nate the efforts of unions, employ-
ers and the government to reduce
unemployment.

This month, the SPD and Green
coalition followed through on a
promise to roll back other Kohl
government reforms. Legislation
introduced Nov. 19 that would re-

instate some sick-pay benefits, job
protection rules and pension bene-
fits is pending.

Last year, employers lauded the
Kohl government for eliminating
some sick-pay benefits. In 1996, the
Kohl government changed the con-
ditions under which employers
could lay off employees, making it
possible for smaller companies to
avoid paying termination bonuses
to workers. Eli
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Revenues from associated under-

takings pushed the full revenue fig-
ure for the six months to £68 mil-

lion ($112.6 million), up from £64
million ($104.8 million) for the
same period last year.

At the same time, operating ex-
penses rose 13.6% to £60.3 million
($99.9 million).

But pre-tax profits for the six
months plummeted 83.1 % to £1.2
million ($2 million), compared with
the same period in 1997 after the
effects of severance costs and writ-

ing off a computer system were
taken into account. Before adding
in these non-recurring expenses,
pre-tax profits reached £4.1 million
($6.8 million) for the six months,
down 42.3% on the same period

last year. After-tax profits came in
at just £700,000 ($1.2 million), in-
cluding the non-recurring items,
down 85.4% on the previous year's

The broker has been

increasing its business
by expanding activities
in the United Kingdom
to overseas operations.

figure.
During the period, Lambert

Fenchurch has invested £5.2 mil-

lion ($8.6 million) in new teams,

Brs 1998/99 Directory of U.S.-based Corporate
Buyers of insurance, Benefit Plans and Risk

Management Services, is now available in electronic

format for IBM-PC and compatible computer users.

Now, you can print your own labels or reports in a
variety of formats with the touch of a key.

projects and acquisitions, with a
net increase in expenses of £4.7
million ($7.8 million).

Lambert Fenchurch has been in-

creasing its business by expanding
activities from the United King-
dom to overseas operations, ex-
plained Finance Director William
Wilks. These include expanding its
reinsurance brokerage operations
to Singapore and Australia and de-
veloping political risks and finan-
cial services business in Australia.

At the same time, the broker has

been stepping up its personal lines
business in the United Kingdom, he
said, and has spent £1.7 million
($2.8 million) on new teams, pri-
marily in its London market oper-
ations.

It has also combined its three

U.K. operating divisions into one,
said Mr. Wilks, resulting in £1.5
million ($2.5 million) in cost sav-
ings in the first six months of the
fiscal year.

The bulk of Lambert

Fenchurch's revenue comes in the

second half of the reporting period,
which ends March 31, Mr. Wilks
said.

Lambert Fenchurch will contin-

ue to recruit new teams and indi-

viduals "where they become avail-
able," he said, and is planning to
strengthen its overseas network.
This could involve opening new of-
fices, acquiring local businesses or
starting joint ventures, said Mr.
Wilks. In particular, the broker is
interested in extending its Eastern
European operations and is not
ruling out mergers and acquisitions
in the United Kingdom. III

Corporate buyers
are a

keystroke away.
The BID Software is a self-contained program ... load it in and put it to work. Each alphabetical listing includes:

m company name, address, telephone and fax number
• nature of business

I company size in revenue or assets, when available

• number of employees, when available

• corporate buying influentials by name, title and area of responsibility.

The BID Software provides you with:
• information on corporate buying influentials from U.S.-based

companies at your fingertips
m the facts and figures you need easily at hand
Il search capabilities by company name; geographic location -

including city, state or zip code; or by company size -
by range in revenue, assets or number of employees; or
an individual's name, title or area of responsibility.

• mailing labels or hard copy reports with just a keystroke.

To install the BID Software you need:

• an IBM-PC or 100% compatible computer
• 3.5" high-density floppy
I 2OMB of free hard disk space
I 8MB RAM

• Windows version 3.1 or above

Order your 1998/99 BID Software for the Business Insurance
Directory of US.-Based Corporate Buyers today ... at $595 or
$297. for an upgrade from a previous version. Special pricing is
available for network/multiple users.

Call Dorothy Wood at 313-446-1623 or
E-mail dwood@crain.com

MAIL YOUR ORDER TO:
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Dorothy Wood, BID Software
Business Insurance

965 E. Jefferson Ave., Detroit, MI 48207
Dorothy Wood, BID Software, 313-446-6782

.,: / iN-'

Business
Insurance®
www.businessinsurance.com

4



18 / Bus:ness Insurance, November 30, 1998

GRE hfe and non-life premiums of more le#ers
than £4 bilhon ($6 64 bulion)

Insurance analysts at Salomon
Continued from page 1 Smith Barney said earher this year
an opportunity becomes available in that GRE suffers from having a broad Lloy 'd s rejects requisitionist views
our major markets-Western Europe, spread of decentrallzed operations,
America and Asia-at a reasonable leaving it as "neither a global leader To the editor Your Nov 9 report, dependent committee Moreover, they members to vote against the resolu-
pnce, we'd consider going for it" nor a niche player " "Names Call Protest of Lloyd's," are supported by the Assn of Lloyd's lion, which has been tabled It is doing

Speculation about the future of This year GRE has undertaken about a group of Individual members Members, which represents the ma- so because it considers that the new
GRE Increased earher this year after some restructuring that has further who have requisittoned an Extraordi- lonty of mdlvidual trading members arrangements for the election of mem-
two of its main U K competitors fueled speculation about its future nary General Meeting of members, The requisitionists of the EGM are bers to the Council initiated by the
merged to form CGU PLC, follow- This mcludes the merger of its health needs to be set m its proper context not representative of Lloyd's mem- amending bylaws provide fair repre-
ingthe 1996 merger of two other lead- care operations Into PPP healthcare The amendmg bylaws that thereq- bership Of the 540 individuals who sentation to all members, it is confi-
ing nvals that formed Royal & Sun group PLC ,a health care insurer it uisitionists are challenging are not requisitioned the meeting, 87% are no dent that these reforms are m the m-
Alhance Insurance Group PLC Both acquired in February, and the sale proposed amendments as your report longer underwntmg in the present terests of the Society as a whole, and
merged insurer groups now dwarf this month of ltS New Zealand life stated, they were enacted by the trading year, and 39% presently have they were mtroduced after extensive
GRE, which last year wnote combmed subsidiary Ell Council two months ago after almost debts to Lloyd's amountmg to £553 consultation with members and have

12 months of discussion, debate and milhon ($91 6 milhon when converted the support of the ALM
consultation with the membership at a current exchange rate) Peter J. Hill

Swett agents and brokers, including em- They are the product of a thorough re- Needless to say, the Council of Head of Corporate Communications
ployment practices hability, directors view of Lloyd's governance arrange- Lloyd's rejects the assertions made by Lloyd's of London

and ofhcers hability and umbrella ments, conducted by an eminent m- the requisihomsts and is advising London

Continued from page 2 coverages

and underwriters as well as excep- In an unrelated development, Swett
tional strengths m placement of large & Crawford opened a new office m Impact of proposed U.S. names bill minimized
accounts and program development Mlami earher this month Mr Har-
and marketmg " The merger also toch said m a statement announcmg To the editor The Amencan Names uitas, have already caused immeasur- policyholder htigation machines
means that the new entaty"wlll signif- the opening that "Mami has become have certamly been damaged by the able damage to U S pollcyholders seething with completely unjustified

- icantly expand our product offerings a center for companies doing business flddllng, foolmg and fancy footwork Federal leglslation allowing U S rage at pollcyholder claims Mr Shet-
to the customer bases" of both ftrms with Latin American countries We of Lloyd's of London names to escape their obllgations tle and the American Names Assn

Neither Mr Hartoch nor Mr Mc- see great potential for business on the Nevertheless, in an Oct 26 letter to would have given Lloyd's another ex- wlll give Lloyd's witches, ghosts and
Connell were available for further entire east coast of the state " Jorge the editor, Jack Shettle, chairman of cuse for nullihmg its insurance poll- hobgoblins new impetus
comment last week because of the Andmo has been named branch man- the Amencan Names Assn, is not cor- cies and would have given added am- I am, indeed, sympathetic for the

Thanksgivmg hohday, accordmg to a ager of the new office met m mmimizing the impact on poh- munltion to Lloyd's persistent and names, but it was they who funded
Swett & Crawford spokeswoman The Miami branch lS Swett & cyholders of the proposed federalleg- peInlcious argument that its problems and permitted the shenanigans

Thecombmed operatton w]11 offer a Crawford's second beachhead in islation that would have ehminated result from the United States legal Eugene R. Anderson

vanety of commercial insurance Flonda, where it already has a Clear- the hability of the U S names system Anderson Dll & Ohck P C

products to ltS more than 10,000 water branch office I.loyd's and its fatherless child, Eq- Lloyd's and Equitas are now anti- New York
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E&5 LICENSEE STAFF ACCOUNTANT
Insurance

Your Experience Is About To Pay Off.
No. 04544 of 1997

Florida Surplus Lines Licensee person American Capital Access, the single A rated IN THE HIGH COURT OF JUSTICE

vanted to manage branch office - bond insurance company ts seeking a Staff CHANCERY DIVISION
Circulation Breakdown

Ownership potential - Good markets Accountant The position Is located m our PLI Brokerage, a national insurance broker and subgtdiary of The Chubb

available - Reply immediately to New York City office The Job will require Corporation, 1 seeking ambitious, aggressive and expenenced professionals COMPANIES COURT Commercial Consumers

Business Insurance, Box 3092, Chicago, the ability to handle primarily reinsurance for vanous positions nationwide PU spectalizes in niche personal insurance IN THE MATTER OF HIR (UK) LIMITED
11 inois 60611-2590 reporting and expense budgets The ideal sales and marketing and offeA you the advantages of an entrepreneunal

Administrative:
AND IN THE MATTER OF THE

candidate knows the Freedom G/L Package, CEO's, Presidents, and Ownem, 5,007
culture with exceptional Fortune 500 benefits COMPANIES ACT 1985

'- is a CPA and has 5-10 yrs insurance Vice Presidents, Genetal Managers and

SEEKING PROGRAM BUSINESS experience Applicants should fax resume Regional And Office Minagerf NOTICE Other Admmisttabve Petsonnel 5,346
and salary requirements to Attn

Admitted California and Illinois PIC Carrier Human Resources (212)766-4034 Equal Will manage sales and service for one or multiple PLI offices Should have NOTICE IS HEREBY GIVEN that by an Financial:

looking for Producers with existing books opportunity employer M/F/D/V expenence working with upscale clientele and strategic alliances, including Order dated 2 February 1998 made m the
Chief Financial Olliters and Vice Presidents

financial consultants, mortgage lenders, and realtors above matters, the Court sanctioned a
of program business If you have expertise solvent Scheme of Arrangement (the of finance 4,872
in selected market areas, we can supply 111Riximulu Relationship Managers "Schemes between HIR (UK) Limited (the Secretanes, Tmasurem, controllers and
the facility that you need Exclusive «Company") and its Insureds and Non- other Financial Pemonnel 3,927

- Looking for highly motivated individuals who can foster new client relation-
arrangements available CFO/CONTROLLER WANTED FOR

Insurance Creditors (as defined in the
ships through partnerships with financial consultants, affinity groups and real Scheme) following a meeting of its RiskiEmployee Benefits:

Please Contact: CONSULTING POSITION estate businesses creditors held on 22 January 1998 which Vice Pres,dents, Directots, Managers, and other
J. Brian Murphy approved the Scheme On 2 February 1998

National Management Consulting Firm toV P. of Underwriting
Sale4 E,ecuti,es related department personnel of insurance, nsk,a copy of that Order was filed with the

insurance agents/brokers Is looking forSouthern Insurance Brokers, Inc. If you have a strong entrepreneurial spirit and the ability to bond well with Registrar of Companies and on that date employee benefits, personnel, compensation,
125 Windsor Drive, Suite 116 person with 5+ years experience as CF0/

prospects and clients, determine their needs and provide appropnate services,
the Scheme became effective pens,on, safeN, securi, indusmal relations,

Oak Brook, IL 60523 Controller of an insurance agency to become It ts a provision of the Scheme that all human resources and employee/
a Consultant Job includes valuation, owner- we have a position for you

Phone: (800) 390-6244 claims against the Company must be labor rel@Ions 13,774
ship perpetuation & merger/acquisition All candidates should possess valid P/C License and experience m notified to the Scheme Managers before
consulting Send resume to Business similar position For Job opportunities m your area, visit our website at the Bar Date which ts 3 February 1999 SUb-10131 32,926
Insurance, Box 3091 740 North Rush Street, Any claims notified to the Scheme Associaho Iswww phbrokerage com Send resume to Human Resources, PLI Brokerage, 259

- 2 i:upemaI® ' Chicago. Il 60611 2590 25 Independence Blvd, 4th Floor, Warren, NJ 07059 or fax to 908-903-6501 Managers after 3 February 1999 will not Government, Unions and
ore-mailto careers@plibrokerage com

be paid by the Company and any creditor Educat,onal Insbtuttons 931

-«a who fails to notify the Scheme Managers

d Check Us Out of a claim before the Bar Date shall be

 VP-INSURANCE Equal Opponumty Employer deemed to have relinquished his right to
Commercial Consumers

Personal lnsurance Professional Solutions Pu B.kenge. in, payment in respect of that claim and he SUb-10131 34,116
Innv.businessinsurance.com CHUIS A NYC Risk Management advisory company will have no right to institute legal Insurance Agents and Brokers 1735

 seeks a VP for Insurance Responsible lor proceedings in order to enforce that Insurance Companies 6,668
claim

. directing all broker acitvmes, for ptimanly * Accountints, Actuanes,

casualty coverages Ce g protessional liability, * Any party claiming to be a creditor of the Attorneys & Consultants 2,520
GL aND & 01

Requirements include a strong working Ai looking fora candidate to fill the ob9 Company who has not already notified his Adjusters, Appralsem, TPA's, Captive Managers
claim to the Scheme Managers should
therefore contact them at the address & Health Care Providers 1,432

knowledge of P&£ primag, suiplus lines and
e below before 3 February 1999 Copies of Others Allied to the Reid 759

reinsurance markets, and an understanding tfy
of insurance contracts, as well as familiarity *f

the Scheme Document and claim sheets
are also available from the Scheme Total Qualified 53,235

with ratemaking and reseming, ability to direct . Managers Non-qualtlied/Pad Subscnphon 17

marketing ellorts, tointeradwith sen,orstall, * The most talented men and women In the insurance industry The Scheme Managers are Ipe Jacob and Single COPy Sales 3

consullantsandinsuteds Strong wrilingand *4 know where to turn when they want to make their moves.
verbal communication skills imperative Nigel Ruddock of Robson Rhodes, 186 City TOTAL CIRCULATION 53,255

Road, London ECIV 2NU, England
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Guidance what it is now saying through later health plans, including those that Associates LLC m Rowayton, of the notice, such as on a company
regulations," said Pamela Scott, a now provide coverage for reconstrue- Conn lunchroom bulletm board, would not

principal with PwC Kwasha in Fort tive surgery after a mastectomy, will Other information m the guidance be acceptable
Cont:nued from page 2 Lee, N J have to provide employees with the • Only one party that provides cov- • A separate notice would have to
others say the guidance provided is Those regulations are expected to one-time notice of the law erage or administers the health plan be provided to a beneficiary in situa-
strictly informational and does not focus more heavily on the annual no- The only plans clearly exempted has to issue the notice For example, tions where the last known address
carry the weight of regulations Reg- tice requirement Department offi- from the initial notice requirements an employer with a fully funded plan of the beneficiary lS different than
ulations, which the federal law re- cials earher said they would draft are those that already have detailed would satisfy the notice requirement the participant's address
quires the Labor Department to de- regulations with a view toward min- in plan documents exactly how they lf it worked out an agreement with This could occur, for example, if
velop, are not expected untll some- Unrung employers' notification bur- cover reconstructive surgery after a its insurers or HMOs for them to pro- two, people chvorced and a non-
time next year den mastectomy vide the notices working ex-spouse was receivlng

"This is not binding the Labor De- Last week's general guidance, is- "It is very unhkely plans have pro- •Notices can be sent to partici- COBRA health care continuation
partment to any particular pollcy sued in the form of questions and an- vided that kind of specificity, ' said pants via first-class mail or through coverage through her former hus-
The department lS free to change swers, suggests that virtually all John Piro, a consultant with Hewitt electronic means A general posting band's employer ial

FTR FOR THE RECORD
No liability for this cup of coffee ployees "wlll be given preferential treatment over non-hospital BC/BS Assn. names chairman

employees m filling bargaming unit vacancies " After being turned
MARENGO, Iowa-A McDonald's Corp franchise and its down for a job as central pharmacy technician m favor of another CHICAGO-The Blue Cross & Blue Shield Assn has named

owner are not liable for second-degree burns a toddler suf- employee without a college degree, and after bemg rebuffed when Richard L Woodworth chairman of the board for a one-year term
fered after spilling a cup of hot coffee on himself, an Iowa he apphed for one of four file clerk jobs, Mr Aka sued the hospital Mr Woolworth wtll continue as chairman and chief execubve
County jury ruled earlier this month in 1994, claiming it had violated both the Age Discrimination in officer of The Regence Group m Portland, Ore, the group is an af-

Chris and Susan Leu of Kansas City, Kan, sued the Employment Act and the Americans With Disabilities Act for flliation ofBlues plans m Idaho, Oregon, Utah and Washington
Coralville, Iowa, restaurant and owner Kevin O'Brian after turning him down In his new role with the Chicago-based BCBS Assn, Mr Wool-

their 18-month-old was burned The U S Distnct Court granted the hospital summary judg- worth replaces Raymond McCasky, president and CEO of Blue
last year They alleged that the ment, Mr Aka appealed An appeals court panel reversed part of Cross & Blue Shield of Illinois

coffee was too hot, but the jury the distnct court's ruling, and WHC appealed for a heanng by the Meanwhile, the BC/BS Assn has

did not agree full court honored Andrew Czalkowski, CEO

In 1994, a New Mexico jury The malority of the full appeals court ludges agreed with Mr of Blue Cross & Blue Shield of Min-

awarded Stella Liebeck, then 81, Aka, notmg that his education andnearly 20 years of employment VA. nesota, with its C Rufus Rorem

MCDonalds $2 7 million in punitive damages by WHC certamly qualIfied him forthepharmacy clerk and file Health Service Awardm
and $160,000 in compensatory clerk posittons The malority also held that WHC had misread the The award, establlshed in 1985 to

damages for third-degree burns collective bargaining agreement "The question of whether WHC honor a pioneer m the development
®

she sustained on her lap from coffee served at a McDonald's intentionally discnmmated against Aka in the pharmacy techm- of the Blue Cross system, is sven an-
drive-through restaurant A judge later reduced the punitive cian hinng decision because of his age and/or his disability is one nually to mdividuals with exemplary leadership slalls, according
damages award to $480,000 In the meantime, Ms Liebeck for a jury to decide," wrote Judge Patricia Wald for the malonty to the association
had settled her lawsuit for an undisclosed amount The case was sent back to distnct court Mr Czalkowski was honored for his organization's efforts to

"We appreciate the recognition that our coffee is perfectly fight smoking and challenge the tobacco industry, including
safe" but will continue to warn customers that coffee is be- Trade groups seek E.U. clarification BC/BS of Minnesota's lawsuit against cigarette manufacturers
tween 170 and 180 degrees when poured, a McDonald's
spokeswoman said WASHINGTON-A group of insurance trade organiza- Product provides information daily

tions has asked the Commerce Department to clarify
whether existing U S data privacy standards meet the new SCHAUMBURG, Ill -Zurich-Amencan Insurance has
European Union Data Privacy Directive launched RiskIntehgence, which provides daily updates of cus-

4 1 The E U directive requires all countries doing business tomer loss information through the World Wide Web
1 with EU member nations to meet data privacy standards Through RiskIntelhgence, customers can access their loss data

- T "Our reading of the principles is that U S industries that are with either standardized or customized Zunch-Amencan reports
4 subject to privacy oversight created by statutory, regulatory, Each day, nsk managers can enter their password-protected

administrative, industry or other standards are within a safe RiskIntelhgence area to study detailed claim, claimant and pay-
harbor However, we are looking for clarification from the ment activities The data is downloaded from Zunch-American's
Commerce Department on certain issues," said J Stephen mainframe claims system each day
Zie1ezienski, senior counsel for the American Insurance RskIntelhgence also features the convenience of electronic stor-
Assn in Washington age and filing and the ability to download information into a

He added that "we believe that the laws under which we spreadsheet, and it can be used m both Mac and PC environments
operate more than comply with the E U directive " RiskIntelhgence offers information m more than 30 template re-

AIA was joined in its comments by the American Council ports, meluding loss data by state, by customer location, by type
of Life Insurance, the Reinsurance Assn of America, Insur- of m]Ury, by product hne, by loss and by size of loss, along with
ance Services Office Inc, the Alliance of American Insurers, trend analysis and lag-time reportmg

PHOTO AFP
the Council of Insurance Agents & Brokers, the Independent RiskIntelhgence can be accessed either through the Internet via
Insurance Agents of America, the International Insurance Zurich-Amencan's Web page at www zurichamencan com or

Santa Barbara insured in wharf fire Councll, the National Assn of Independent Insurers, the Na- through a modem and local CompuServe number that wlll pass
tional Assn of Mutual Insurance Cos and the National Assn users directly to the system Users wall need a 28 8 modem or bet-

SANTA BARBARA, Cahf -The city has insurance coverage for of Professional Insurance Agents ter and a Java-enabled browser-either Microsoft Internet Ex-

165 feet of Santa Barbara's histonc Stearns Wharf and buildings Meanwhile, the European Union rejected the United plorer 4 0 orbetter or Netscape Navigator 4 0 or better
that were destroyed m a Nov 18 fire, Santa Barbara officials said States' most recent data privacy transfer proposal last week For information, contact Frank Colletti, pro]ect manager at

The damage ranges between $5 milhon and $10 milhon A Further talks are expected next month Zurich-Amencan, at 847-605-6438

spnnkler system helped hmit the blaze
The city of Santa Barbara is insured through Pubhc Entity Ceridian acquires work/life business Comings & Goings: Industry

Property Insurance Program, a purchasing consortium of 174 en-
tities arranged by Robert F Dnver Associates, said Brad Lan- MINNEAPOLIS-Minneapolis-based Ceridian Corp has James A. Sears has been named chief accounting officer at
dreth, the city's nsk manager Lexington Insurance Co insures the acquired Work/Family Directions Inc 's global work/life CIGNA Corp In ks new role, Mr Sears, who previously was vp
consortium, which has pohcy limits of $1 bilhon per occurrence, services business The Boston-based Work/Family has been and chief accounting officer at CIGNA's property & casualty divi-
Mr Landreth said Coverage for the wharf fire is sublect to a a leader in the creation of childcare and other work/family mon, wnll be responsible for corporatewide financial issues and ae-
$250,000 deductible employee benefits Terms of the deal were not announced eountmg controls ACE Insurance Co Ltd of Hamilton, Bennu-

Two restaurants and a bait shop also were destroyed along with The Work/Family business joins Ceridian's existing work- da, has promoted Randi Cigelnik to the position of general coun-
wharf declang and pylons The city owns the buildings but re- place group, making Ceridian the largest provider of such sel from her previous position with ACE Insurance as assistant
quires the occupants to carry coverage for property, hability and services in the United States, with projected revenue in general counsel Ms Cigelmk takes over from Peter Mear, general
busmess mterrupbon risks 1999 of more than $100 million, the company said counsel of ACE Ltd, the parent company of ACE Insurance Mr

Work/Family will retain a small consulting business Mear wall work full-time for the holding company Joseph L.

Appeals court rules for employee Besnard Jr. has been promoted to Eastern regional vp of the bro-
ACE launches branding campaign kerage services division of Itasca, Ill -based Arthur J Gallagher &

WASHINGTON-A federal appeals court has allowed a dis- Co, and he has been appomted corporate vp of the company Mr
abled hospital employee to sue his former employer under federal HAMILTON, Bermuda-Bermuda-based ACE Ltd is re- Besnard currently is area president of Gallagher's Tampa/Clear-
anti-discrimination law because the disabled worker did not get branding its empire in a move designed to "unify (its) opera- water office, he w111 continue to oversee this function while head-
another job for which he had apphed tions under a common banner," according to ACE President ing the company's Eastern region and assistmg in developing the

A sharply divided full U S Orcut Court of Appeals for the Dis- and Chief Executive Officer Bnan Duperreault corporation's long-term growth plans
tnct of Columbia ruled 7-4 m Etun U Aka vs Washmgton Hospt- As well as a new company logo to be offi-
tat Center that aUS Distlet Court had erred in blockmg Mr cially launched in January, ACE will re- Information in brief
Aka's ADA claim Mr Aka, a 56-year-old man who had worked
for the Washmgton-based hospital as an orderly, had heart bypass Co Ltd lS to be known as ACE Bermuda, Kemper Insurance Cos. has agreed to purchase 80% of Univer-
surgery m 1991 and spent months m rehabilitation His doctor said and ACE London at Lloyd's is to be short- sal Bonding Insurance Co Terms were not disclosed The remam-
he could return to work, provided that the job did not involve ened to ACE at Lloyd's mg 20% of Umversal W111 be owned by the current management
more than a "hght or moderate level of exertion" Because his for-

4i
name two of its compames ACE Insurance

In addition, ACE's London contact office team Umversal ls a surety bond underwnter based In Lyndhurst,
mer Job required more physical acbvity than he was allowed, Mr w11 be called the ACE International Repre- N J As part of the purchase, Kemper wlll also acquire Umversal's
Aka asked the hospital to assign him a less strenuous job The hos- sentative Office, and Tempest Re eventual- subsidiary Heart of America Fire & Casualty Co Kemper mtends
pital dechned, saymg Mr Aka had to review WHC's job postmgs ly unll come under the ACE Re umbrella As ACE expands its to operate Universal as a separate entity, the company an-
and apply for openmgs himself operations, new additions to the orgamzation w111 receive the nounced Frontier Insurance Group Inc. has acquired Agents

Mr Aka did so but was repeatedly turned down despite the fact new branding treatment "We want our clients to be able to Bond Connection Agency Inc, Surety Bond Connection Agency
that he had earned a master's degree in business and pubbc ad- view any of our individual offices around the world as an en- Inc and Advantage Casualty & Health Agency Inc, all of Dallas
ministratlon while working as an orderly and that he was covered tryway to the full range of ACE services and people wherever The agencies expand Frontier's surety operations as well as its
by a collective bargammg agreement holding that qualtfied em- they are located," said Mr Duperreault Texas presence, the Rock H11, N Y -based company said El
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Insurers when we see it " • Underwriting results continued year, insured cat losses totaled $8 3 vestment mcome, analysts say
"Now that a few brave souls have to deteriorate The combined ratios bilhon, nearly triple the $2 6 billion Over several recent quarters, _n-

gone first, it's easier for everyone of the surveyed companies deterio- recorded for all of 1997 Catastro- surers have been able to offset the
Continued from page 2 else to get people's expectations rated to 104 4% from 101 9% in the phe losses of $3 66 billion in this earnings impact of meager prerm-
American International Group Inc , where they want them to be," said same period last year Most compa- year's third quarter alone made lt um growth and price competition
Chubb Corp, Hartford Financial Ronald Frank, an analyst with Sa- nies reported widening pretax un- the costliest three months on by releasing redundant reserves
Services Group and The St Paul lomon Smlth Barney m New York derwriting losses, with the total un- record, according to the Insurance from workers compensation and
Cos Inc Whether that leads to a tighter derwriting loss expanding 87 5% to Services Office's Property Claim other lines, insurance industry ob-

AIG Chairman Maurice R market is another story $3 48 bilhon from a loss of $1 9 bil- Services unit (BI, Oct 26) servers note

Greenberg said in announcing "I'm not holding my breath for a This option may no longer be
third-quarter results, for example, rip-roaring turn," Mr Frank said available to many companies,
that AIG "aggressively non-re- "Evidence continues to point to an though
newed" U S commercial business all-too-accommodating reinsur- 'Ceitainly, it has been an unusual year for "The (reserve) drawdowns that
"where rates had fallen well below ance market that is willing to pro- the industry has relied on in the
acceptable levels " vide some pretty silly terms, and weather. Hopefully, we can get that behind past to generate higher earnings are ,

He mentioned commercial "com- that does not augur well for disci- not there anymore," said Matthew
modity lines" and workers compen- pline m the primary market " us and get back to normal, whatever Coyle, a director with Standard &
sation as areas where pricing has John L Ward, chairman of normal is,' says SAFECO's George P. Yonker. Poor's Corp in New York
eroded and said AIG will focus in- Cincinnati-based Ward Financial "They've done such a marvelous
stead on "specialty 1rnes" and other Group, said "As much as compa- job strip-mining the reserves, the
areas where rates are firmer nies would like to get tough and environmentalists are going to get '

St Paul Chairman, President and firm up pricing, I just don't see it after them pretty soon," Mr Smith
Chief Executive Officer Douglas W happening in the near term There's hon a year earher "Certainly, it has been an unusu- ioked
Leatherdale similarly announced too much capital and too much ca- • Investment income fell 4 7% to al year for weather Hopefully, we "I would say the reserve take-
that the insurer will let go up to pacity for companies to implement $12 0 billion from the same period can get that behind us and get back downs are all about over," agreed
$250 million in unprofitable medi- that strategy at this point " last year This compares with a to normal, whatever normal lS," Robert M Steinberg, chairman and
um-sized commercial busmess over "In a business where nobody has 8 6% decline in the first half and a said George P Yonker, vp-finance chief executive officer of Reliance
the next mne to 12 months much more than 3% of the mar- 17 1% increase in 1997 Most insur- for SAFECO Corp in Seattle Insurance Group in New York

Chubb has also begun re-under- ket-except for personal lines-it's ers surveyed actually reported in- For much of the industry, though, "Companies today are faced with 
writing its $12 billion standard hard to get any lund of leadership," vestment gains, but a 60 7% drop in "normal" is looking increasingly nowhere to go," he said "And
commercial lines book, placing Mr Smith of Bear, Stearns added investment income at Nationwide bleak, several analysts say when you're faced with nowhere to
risks in categories from the most A few large insurers may drop as Mutual Insurance Co -stemming Even without catastrophe losses, go, there's only one thing to do I
underpriced to the least under- much as $1 bdlion in commercial from a special dividend in the first commercial property/casualty in- raise prices" or let the underpriced
priced, said Semor Vp Glenn Mont- premiums, but that represents a quarter-brought down the overall surers are facing pressures that will business go, Mr Steinberg said 1
gomery The insurer will seek rate minuscule percentage of the total average continue to hold down earnings in Many companies, he said, are 1
increases on the most underpriced market, he noted • Policyholder surplus for the 20 coming quarters, they say reaching a "threshold point" where 1
business and will not renew risks Business that is not renewed companies reporting a figure rose "The short-term outlook is not their returns on equity are so poor I
where it can't get the increases, he "will not have any problem at all 10 6% to $70 14 bilhon too different from the third-quarter that they will review their pricing
said finding a home," Mr Smith pre- • Net income for the 19 insurers results, which lS a pretty difficult practices

Chubb is prepared to lose up to dicted reporting the data fell 48% to operating environment," Mr Ward "Some of the pain of some of
$200 million of this book, Mr Meanwhile, property/casualty in- $9 41 billion This compares with a said these companies is so severe that I ,
Montgomery confirmed surers continued to suffer the 111 ef- 0 6% increase in the first half and a "Premium growth is really think they will have the courage tc

Industry analysts are reserving fects of rate competition and other 46% increase for all of 1997 abysmal given the growth of the do the right thing," he said
judgment about these moves, problems "In general, it looks like a some- economy," Mr Frinquelli said, as- Mr Smith offered another warn-

though, and are skeptical that they Among the highlights during the what disappointing quarter for cribing this not only to ongoing ing, though He said he believes in-
represent the beginning of a tight- first nine months of 1998 for the most of the ma]or commercial lines rate competition but also to in- surers' third-quarter results are
ening market companies surveyed companies," Mr Ward noted creased self-insurance that is effec- probably much worse than report-

"Company A says that Company • Net written premiums rose a Most observers cited catastrophe tively removing business from the ed because many companies are
B hears Company A say that and modest 3 7% to $74 73 billion This losses, principally losses from Hur- commercial market holding up earnings by underre-
says the same thing," Mr Frinquel- compares with a 3 9% increase in ricanes Georges and Bonnie, as the In addition, while the stock mar- servmg for their current busmess
11 observed "The real test comes if first-half 1998 from the previous primary reason for the period's ket has staged a comeback, interest "They are creating an ugly past
and when they pull away" from un- year's first half and a 5 5% increase poor underwnting results rates are falling, cutting into bond today that they are going to have to
derpriced risks "We'11 believe it for all of 1997 (BI, Aug 31) For the first nine months of the yields and putting pressure on in- pay for tomorrow," he said Ell

Major property/casualty insurers' 1998 nine.month results
Ranked by change m net income All amounts in thousands of dollars

Corporate Property/casualty operations

Percent Net Percent Pretax Percent Pretax Percent Percent

Net increase Consolidated Combined' Combined' premiums Increase underwriting increase investment increase Policyholder increase
Rank income (decline) revenues ratio ratio written (decrease) income (loss) (decline) income (decrease) surplus (decrease)
1998 1998 1997-1998 1998 1998 1997 1998 1997-1998 1998 1997-1998 1998 1997-1998 1998 1997-1998

1 Hartford Steam Boiler 115,900 144.5 700,500 88.7 91.3 279,000 (22.9) 31,400 16 46,600 80.6 610,600 103.0

2 Reliance Ins. Co. and subs. 295,685 136.0 2,573,802 101.4 100.9 1,818,727 18.3 (28,302) (31.1) 219,332 12.3 1,678,924 24.6

3 Argonaut Insurance Co. 72,647 51.4 177,176 115.22 107.92 91,504 2 0.8) (18,071) 2 (69 1) 23,0862 (263) 608,998 5.7

4 General Re Corp. 917,700 27.3 5,713,700 101.3 100.6 3,599,100 (12.4) (47,300) (95.5) 882,600 0.5 6,311,000 0.0

5 CIGNA Corp. 1,054,000 25 0 15,958,000 103.4 99.9 2,497,000 0.0 (82,000) N/M 255,000 (8.0) 1,800,000 (8.0)

6 Fremont Compensation Ins Group 83,848 14.8 526,184 96.3 92.0 405,473 (2.5) 14,604 (54.9) 128,210 44.1 620,231 13.6

7 American International Group Inc. 2,759,613 12.7 24,230,914 96.32 96.22 10,758,8562 46 404,920 90 1,587,3372 162 WA N/A

8 Travelers P/C Corp. 974,900 11.3 7,726,800 102.42.3 102.3 n 6,089,400 2 2.3 (225,300) 23 20.8 1,527,400 0.0 6,754,300 12.5

9 Sentry Insurance Cos. 80,081 10.5 1,031,759 106.22 106.62 718,670 2 (12 9) (48,170) 2 187 154,1382 13 1,532,344 5.4

10 Old Republic Int'I Corp. 236,641 6.3 1,598,755 99.5 98.5 669,349 2 0.1 (12,421)2 (232.1) 144,839 2 (2.7) 1,517,384 4.7

11 Berkshire Hathaway Group 636,000 26 4,683,000 946 93 0 4,292,000 12.4 217,000 (6.9) 700,000 10 9 N/A N/A

12 Chubb Corp. 549,400 (4.4) 4,778,100 99.2 96.4 4,136,500 0.1 4,000 (96.1) 558,000 5.7 2,610,000 (3.4)

13 Royal & Sun Alliance USA2 193,800 (8.8) 1,466,300 106.0 103.5 1,126,600 4.9 (69,600) (148.7) 260,700 0.8 2,719,600 4.4

14 SAFECO Corp. 255,700 (27.0) 5,000,400 103.1 98.9 3,239,300 74.6 (95,700) N/A 362,100 72.2 2,992,600 58.2

15 Ohio Casualty Corp. 64,709 (29.7) 1,080,180 107.1 2 106.12 966,6302 48 (61,941) (11 9) 122,575 (6 1) 1,037,297 (6.4)

16 Hartford Financial Services Group 714,000 (34.0) 10,861,000 104.1 103.0 5,783,000 5.0 (232,000) (44.0) 728,000 8.0 7,063,000 33.0

17 CNA Financial Corp. 429,000 (37.6) 12,890,000 110.6 109.4 8,220,000 2 0 (972,000) (11.2) 1,260,000 (2 3) 7,120,000 50

18 TIG Holdings 16,000 (86.1) 1,303,000 107.32 101.82 1,135,000 (3.7) (102,000) (628.6) 184,000 (16.0) 981,000 (4.1)

19 The St Paul Cos Inc (38,801) (105.8) 6,912,265 118.32 10432 5,126,759 (3.7) (882,955) (353.1) 984,987 (0.1) 4,355,692 (9.8)

- Nationwide Mutual Ins. Co.2 N/A WA N/A 106.7 103.6 6,554,376 5.3 (466,861) (79.8) 741,613 (60.7) 10,438,573 18.7

- Kemper Insurance Cos. WA N/A 3,267,727 108.42 10512 2,630,833 2 (5.5) (214,331)2 (146) 334,974 2 0.1 2,335,793 12.7

- Liberty Mutual Ins. Co. 2 N/A N/A N/A 112.9 109.7 4,592,879 3.3 (594,715) (26.1) 825,909 5.2 7,054,828 10.6

Total 9,410,823 (4.8) 112,479,562 104.4 101 9 74,730,956 3.7 (3,481,743) (87.5)12,031,400 (4.7) 70,142,164 106

1 After dividends 2 Statutory 3 Betore dividends N/A-Company did not provide data- N/M-Not meaningful J

Source 8/ survey
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Commentary OSHA cate and work with business-our liance's eyes, OSHA doesn't in-
members-we support," she said clude enough parties in its defini-

A prescription Randy Johnson, vp-labor and tion of voluntary cooperative rela-
Contznued from page 1 employee benefits for the U S tions
parties who have an active role in Chamber of Commerce in Wash- "What OSHA calls a voluntary
the OSP, including organized la- ington, said "It's not an extensive cooperative relationship is be-

for disaster? bor," and last more than two program with a huge impact, but tween the regulator and the regu-
years Limited OSPs last less than as far as it goes, we view it favor- lated party What we at the Al-
than two years and focus on 1(len- ably I would like to emphasize liance call a voluntary cooperative

Pchma 5-year-old Fl slappmg down the hallway of an tifying and correcting hazards as- that it is a voluntary program, relationship essentially involves

elementary school, entenng the school nurse's ofhce
sociated with worker deaths, in- meaning that employers have the all the stakeholders the regulator,
juries or illnesses rather than es- right to determine whether to par- the regulated, the safety profes-

Student I need to take my medicme. tablishing comprehensive safety ticipate or not, and if they don't sionals, everyone who has a stake

Adult OK, zt s over there m the tray. and health plans in this," he said, noting that the
OSPs do not apply to all types of insurance industry has a key role

Student I can't read the...ts thzs one mine?
cooperative activity For example, 'Anything thal OSHA can to play in this relationship

Adult No, thm one ts yours I'm not supposed to do thm, but OSHA's Voluntary Protection But RIMS' Mr Ewing ques-
here, I'll open ztfor you Program-praised by many em- do to educate and work tioned just how committed OSHA

Student How many do Ihaue to take, ployers as a model way to promote with business-our is to partnerships

Adult' Don't you know? safety and cooperation-isn't part "RIMS signed a partnership

Student I thmk my mommy g:ves me thts many 9 of the OSP plan The Safety and members-we support,' agreement with OSHA in August

Adult' I can't help you Do you want to call your mom9 Health Achievement Recognition says Jenny Saunders Krese. this year It was hoped that OSHA
Program also is outside the OSP and RIMS could work together in

Student. I take thts many Can I have a glass ofwater' purview, as are less formal coop- proposals which OSHA was con-
Adult: Are you sure that's the nght number? erative outreach, technical assis- sidering To date, the response has
Student I thmk so tance and training programs and participate, there is no penalty as- been less than stellar on OSHA's

Adult· OK certain enforcement programs sociated with that That's in con- behalf Therefore, I think many
that contain cooperative elements trast to the Cooperative Compli- RIMS members, which Include

What would it take for the adult in thls scenano to mmply read The OSP proposal drew general- ance Program, where, if an em- over 80% of the Fortune 1000

the prescnption label and give the student her correct dosage of ly supportive reviews from em- ployer doesn't participate, it companies, have to wonder about
medication? ployers would be put on a more targeted OSHA's true commitment to part-

Apparently too much for some school dist:ncts m Illinois "Our basic read on it is ar.ything inspection list " The Chamber nering "
OSHA can do to move away from spearheaded a successful legal ef- Anne Allen, RIMS' director-

According to a recent article m the Chcago Tnbune, some
confrontation to cooperation, we fort to block implementation of government affairs, said "the mere

school distncts m nlinols (and perhaps in other states) are taking absolutely support," said Jenny the CCP earlier this year (BI, Feb fact that OSHA is making steps
advantage of a state law that allows them to Saunders Krese, director-employ- 23) toward partnenng is positive Part
require students to self-administer their ment policy for the National Assn "In terms of promoting the fact of the frustration on both sides
prescription medications. of Manufacturers in Washington that many employers voluntarily may be that previous OSHA ad-

She added that she hoped this mi- make efforts to improve occupa- ministrations have left employers

JE The arttcle reports that at least one school
in suburban Chicago is applying that

tiative represented OSHA's "get- tional safety and health, it sets an with a lot of distrust about the in-
ting away from the old OSHA example for businesses that spection process Once bitten,

requirement to 5-year-olds, many of whom ,gotcha' mentality " don't," said the Alliance's Mr twice shy That would also be hard
 are unable to mad or tell time, let alone "If that's what these partner- Lessner, adding that the insurer for OSHA folks who are sincerely

recall when they last took their medicme. ships are, we support that move trade group is "strongly in favor trying to effect change, because

Thls same school also reportedly shows Obviously, safe work environ- of voluntary cooperative initia- they may not be getting the enthu-
kids how to open prescripbon bottles so they ments mean good business Any- tives " siastic response from business thal

can take their own medicine As one thing that OSHA can do to edu- Mr Lessner said that, in the Al- they anticipated " m

.
. anonymous parent says m the article,

"There's a reason why they make those Y2K retroactively designate as readmess details of the Chamber's proposal
bottles childproof " disclosures Y2K statements issued before it has been completed How-

Are the school distnct's Ilsk managers cutlang class, or what? on or after July 14 ever, he said, under the measure

The school distncts taking advantage of the law clalm thelr Continued *om page 1 Companies have until Dec 3 to IRDA essentially would become

approach is necessary because they cannot afford to staff all which is a more specific type of Y2K complete their retroactive designa- part of a bigger package of protec-
schools with full-bme trained nunses to admmister medication statement that includes essentially tions of the many types of pro- tions for business

the same type of Y2K status in]for- nouncements that qualify as Y2K The Arlington, Va -based Infor-
Even if hinng nurses is not in the budget, why not at least rely on mation but apphes only to the state- statements But because of ambigu- mation Technology Assn of Amen-
adults to help cluldren take their prescnpbon drugs? ment's maker Such a disclosure ous language in the law, attorneys ca also w111 be seeking congression-

Not only does the hands-off approach bemg taken by some must be issued in writing or in an advise completing the retroactive al support for greater protection
schools Jeopardize the health of children, it also exposes the electromc format and must be iden- designations by the end of Dec 2 than IRDA provides

schools to habdity for fmlmg to care for their charges tified clearly on its face as a disclo- Representatives of business The ITAA wants standardized

sure groups said the limited protections rules of evidence in lawsuits oveI
No doubt, some schools also see a hability exposure in allowmg IRDA bars breaches of con-

untramed adults to help children take theirmedicines. But rather plaintiffs from us- tracts that arise

than run away from that nsk, why not take steps to reduce it? ing readiness dis- from Y2K prob-

There are several bamc options that could provide a safer closures issued on Representatives of business groups call the lems, said Marc

environment for children while minimizing the hability exposure or after Oct 19 "to . A Perl, senior

to the schools prove the accuracy limited protections of the IRDA good first vp-government

Flrst, schools should require that the parents of a child who or truth" of any affairs and gen-
Y2K statement in- steps but say the law does not provide the eral counsel for

must take medication send the school information on what
cluded m the dis- comprehensive protections businesses want. the ITAA

medication the child takes and when it must be taken. closures That Under contract

In cases where a nurse is unavailable, a school should require means, with some law, many courts

that an adult m a position of responsibihty for children-such as exceptions, plain- will not evaluate

a teacher or pnncipal-be present to help administer proper tiffs cannot intro- why a company

dosages to duldren. I'm not talking about giving kids shots, but duce into evidence disclosures that under IRDA are good first steps but did not honor a contract, except in
reveal adverse information about that the law does not provide near cases involving natural disasters

mmply readmg a pharmacy label or a parent's directions to know the company's Y2K status the comprehensive protections bum- Mr Perl explained The ITAA will
when and in what quantity a medicme should be taken-r not Because disclosures are a subset ness wants be seekmg legislation that would re-
taken. of Y2K statements, they also receive IRDA "doesn't get to the core is- quire all courts to consider evidence

Schools could also require that parents sign hold-harmless the limited hability protections that sue" of how to efficiently deal with that a Y2K computer problem
agreements for having non-nurses administer medications. apply to Y2K statements the expected "explosion of litiga- caused a company to breach a con-

Whlle not a guarantee agamst htlgation, a hold-harmless Compames also may retroactively tion over this stuff," said Larry tract

agreement is hkely to bolster the school's protection from designate as readiness disclosures Kraus, president of the Washing- Within the next few weeks, a
Y2K statements that were issued as ton-based U S Chamber Institute business group that iS dissatisfied

hability, especially in combination with sovereign immunitv early as Jan 1, 1996 IRDA still bars for Legal Reform, a unit of the U S with IRDA iS scheduled to meet
statutes. Signmg such a hability waiver also serves to bnng the plaintiffs from introducing those Chamber of Commerce "We need with staff for Sen Patrick Leahy
issue to the forefront, where it will focus the attention of parents retroactively designated disclosures legislation to provide incentives to D-Vt, a co-sponsor of IRDA, a
and schools on the need to more closely manage the nsks of kids into evidence, unless they object tie up such litigation efficiently" spokesman for Sen Leahy con-

within 45 days from the time the without tyingtalang medicines m an unsupervised environment UP courts and firmed Sen Leahy lS the rankin@

These simple steps would go a long way toward assunng that statement is retroactively designat- bankrupting companies, Mr Kraus Democrat on the Senate Judiciar>
ed The plaintiffs also would have to said Committee

someone m a position of trust win be there, applying common show they were harmed by relying Chamber representatives are Messrs Kraus and Perl said theiI

sense if not medical 1mow-how to the administration of on the original statement scheduled to meet soon with con- respective groups are not involved
prescnption medications However, for companies that gressional staff about business' con- m that meetmg

The self-administration policy followed by some school retroactively designate as disclo- tinuing Y2K liability concerns, he Staff for Sen Omn Hatch, R-
distnets is nothmg less than a prescnption for disaster Before the sures Y2K statements that initially said Utah, an IRDA co-sponsor, are

fu'st mstance m which an mcorrect dose harms a child, those were issued from Jan 1, 1996, The institute also is craftmg a bill studying the law "to determine

districts need to take their own strong medicine and accept
through July 13 of this year, IRDA that would address business' con- what, if anything, needs to be done'
does not provide limited liability cerns Mr Kraus said he expects the about the business protections the

responsibihty for the well-bemg of their charges protection m lawsuits measure will be completed within a law provides, a spokeswoman foi
IRDA provides both the eviden- few weeks The Chamber then will Sen Hatch said Sen Hatch is th€

Edztor Paul D. Wmston's commentay appea75 bzwee/ely. tiary and hmited liability immunity seek sponsorship of the bill, he said chairman of the Senate Judiciary
protection to companies that Mr Kraus declined to reveal any Committee
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Checks cific warnings That administrative tor of the AFL-CIO's department of Updates
requirement also may interfere with occupational safety and health, said
insurers' ability to comply with he considers fraud warnings on the

Contmued*om page 3 Year 2000 requirements, the coali- back of benefit checks to be "highly Competition cuts U.S. hull rates
coalition policy or perhaps a model tion says objectionable " Such a practice
bill for the National Assn of And verbose wording creates a "unavoidably adds to the stigmati- Continued from page 2
Insurance Commissioners, said special problem because, "in some zation of workers comp recipients Cargo rates also plummeted and reduced the overall premiums In
Walter Dartland, the committee instances, the states that mandate as frauds, cheats and malingerers," 1997, AIMU members reported cargo premiums of $643 9 million,
chairman Mr Dartland is executive specific language have created a he said "It's a terrible way to treat compared with $672 8 milhon in 1996 The combined ratio for this hne
director of Consumer Fraud Watch problem for insurers in meeting people " mereased to 100 5% from 91 3%

in Tallahassee, Fla, and special Regulation CC of the Federal Re- Mr Dartland said the coalition's Overall, the marine results produced premiums of $1 6 billion m
counsel to Florida's attorney gener- serve System, which restricts the goal "is to draft language that 1997, a marginal decrease from 1996 The overall premiums include
a1 space available by the endorser and doesn't mtimidate those who are le- other manne risks, such as yachting The overall combined ratio in-

Insurers especially are concerned the issuer to a small portion of the gitimately injured but educates creased to 98 4% from 91 6%, said Mr DeSimone, a senior vp at At-
because the growth in the use of reverse side of a check," the coali- them about their responsibilities " lantic Mutual Co in New York

anti-fraud warnings has led to in- tion said Essentially, "if they no longer are "On the face of it, this is not too bad relative to the property/casual-
consistent mandates that increase The coalition also is concerned ellgible for the benefits, they should ty industry Unfortunately, our business is different, and we need
insurers' administrative burdens about the impact of the warning on not cash the check," he said better combmed ratios to produce profits," he said
and costs legitimately injured claimants However, if anti-fraud language Most marine business is short-tall, so marine insurers cannot accu-

For example, fraud warnings in One survey question asks to what on checks proves to be an effective mulate the same levels of mvestment mcome on premiums as casualty
the six states that mandate them extent the respondent agrees strategy, "states should grant msur- insurers with long-tail busmess, Mr DeSimone noted
vary considerably in length Utah's or disagrees with the statement ers flexibility to substitute other
recommended wording is the short- that "Fraud warnings on benefit words to achieve the same objec- Louisiana HMO shuts down l
est, consisting of 11 words "Work- checks could intimidate legitimate tive," the coahtion recommends
ers compensation insurance fraud is claimants from cashmg checks " The coalition also points out that BATON ROUGE, La -Advantage Health Plan Inc, Louisiana's
a crime punishable by Utah law " "We have not heard of that hap- other types of fraud warnings are third-largest health maintenance organization, is shuttmg down and
However, New York's mandatory pening, but it is something that we found on claim and application paying a $100,000 fine for poor claims handling
wording is the longest at 54 words are sensitive to," due to comments forms m more than 20 states In ad- The HMO provided coverage for more than 79,000 members in

In addition, the lack of uniformi- from state labor groups, Mr Jay dition, some states require that Louisiana, mcludmg 38,000 state employees Earlier this month, Ad-
ty among state-mandated warnings said workers compensation claimants vantage announced plans to stop providing coverage for its 11,000
means a typical insurer must tailor A national labor spokesman also periodically sign forms that re-cer- Medicare members and last week decided to cease operations altogeth-
its centralized benefit eheck print- is concerned tify that they continue to be ehgible er

mg operation to produce state-spe- Jim Ellenberger, assistant direc- for benefits iN The HMO was fined because it was late in paymg thousands of
claims, according to the Louisiana Department of Insurance

Advantage said in a statement that it lost $30 million last year and

UNUM
shares of UNUMProvident in ex- offerings to provide superior value that continued losses in 1998 were forcing it to close
change for each Provident common and integrated solutions to a broad The plan, hcensed in 1994, is owned by Touro Infirmary of New Or-
share, and UNUM shareholders will range of customers," Mr Orr said m leans, the Franciscan Missionaries of Our Lady Health System Inc and
receive one share of UNUMProvi- a statement Louisiana Integrated Community Health Network LLC

Cont*nued from page 1 dent for each of their shares Mr Chandler said the merger was
UNUMProvident, will be able to Current UNUM shareholders w111 the next logical step for Provident ABIG settles with 39 states
more readily increase sales of indi- own 58% of the shares and current "Together, UNUMProvident will
vidual disability insurance policies Provident shareholders will own have outstanding new growth op- MIAMI-American Bankers Insurance Group Inc last week an-
outside of the traditional market for 42% of the new entity portunities," he said in a statement nounced that it will pay up to $15 milhon to 39 states to resolve var-
the products, said Vanessa Wilson, The combined company will have The transaction will help both ious market conduct issues

an equity analyst at Donaldson, total revenues of $8 4 billion (see companies achieve their aggressive In mid-1998, several states agreed to consolidate customary mar-
Lufkin & Jenrette Inc in New York chart) The combined premium in- growth targets, said Mr Mayewski ket conduct examinations into one multistate examination of Amen-

Traditionally, individual disabili- come will be $6 lbillion, including of Best "To achieve what they can Bankers and its U S-based subsidiaries

ty Insurance policies have largely $2 1 bilhon in group disability pre- wanted to achieve, both companies Some of the violations found in the multistate examination include

been bought by professionals such miums and $1 5 bill.lon in individu- needed this transaction " failure to ensure that individuals soliciting and selling American
as doctors and lawyers However, al premiums Both insurers also Both companies want to increase Bankers' products were properly licensed, failure to comply with
Insurers are Increasingly attemptmg have group life operations their penetration of the individual claim and claim-related state laws and regulations, using unap-
to sell supplementary coverage to James F Orr III, chairman and disabihty market, and the "one-stop proved policy forms and premium rates, and using unclear market-
workers whose employers already chief executive officer of UNUM, shopping" center they will offer to ing matenals
supply group coverage Additional- will retain the same position at the employers seeking to give employ- American Bankers will pay $12 milhon now, and the remaining $3
ly, disability insurers are seeking to merged company J Harold Chan- ees the chance to buy supplemen- million may be collected on re-examination if the company fails to

I sell coverage to workers who do not dler, Provident's chairman, presi- tary coverage will help them sell take steps to comply with state laws
have any coverage dent and chief executive officer, more policies, Mr Mayewski said

"They are trying to attack a new unll become president and chief op- "It potentially puts them in a strong Briefly notedmarket, and now they will be able erating officer of UNUMProvident position But m thts environment,
to team up on things like advertis- On July 1, 2001, Mr Chandler, 49, they have very sophisticated cus- Marsh & McLennan Cos. Inc. has acquired or agreed to acquire
ing costs and sales forces," Ms Wil- will succeed Mr Orr, 55, as chief ex- tomers, so they will still have to of- 94 8% of Sedgwick Group PLC's ordinary shares and will exer-
son said ecutive officer Mr Orr will remain fer value," he said else its nght under United Kingdom law to compulsorily acquire

UNUM also will be able to mar- chairman Still, the economies of scale the balance The offer will remain open indefinitely, and M&M
ket its long-term care coverage to UNUMProvident will maintain UNUMProvident will enjoy wall put must give at least 14 days written notice to shareholders before the
Provident's individual policyhold- significant corporate operations m it ata competitive advantage to offer is closed ABC Inc as of Nov 30 will stop paying for medi-
ers, Ms Vogel added Portland and Chattanooga, and nei- straddle both sides of the disability cal and other benefits for locked-out workers, the company said

Despite the advantages of the ther office has yet been delegated as market, and that might drive many The company and the National Assn of Broadcast Employees &
merger, UNUMProvident still will the headquarters of its rivals out of the market, said Technicians have been involved in a labor dispute that resulted in I
face some challenges, said Larry Provident has offices in the Unit- Ms Wilson of DLJ "There will be a lockout of the union's workers after a Nov 2 strike The move by
Mayewski, senior vp at A M Best ed States and Canada UNUM is in other companies that will decide the network affects about 1,600 NABET staff employees Wat-
Co, the rating agency in Oldwick, the United States, Canada, the that they don't have the expertise, son Wyatt Worldwide is acquiring the Dallas-based group health
NJ United Kingdom and Bermuda, as and they will sell their blocks of and welfare practice of KPMG Peat Marwick LLP Terms were

The current low interest rates well as in as other European coun- business," she said not disclosed In July, Watson Wyatt acquired Peat Marwick's
hurt insurers involved in long-tail tries, the Pacific Rim, and Latin And the most likely purchaser Northeast benefit practice, while this month ASA Inc purchased
business, and although there is the Amenca w]11 be UNUMProvident Peat Marwick's California-based benefit business The number
potential for growth m the individ- "This unique strategic merger is A M Best put its ratings of both of employers that have health promotion programs, such as educa-
ual disability market, insurers still the perfect fit of highly complemen- companies under review after the tional seminars, health screenings and financial incentives or dis-
must capitalize on the potential of tary, healthy and growing business- merger was announced UNUM incentive programs, stayed virtually the same in 1997 compared
the huge middle market they are es The combination gives us en- currently has a A++ rating, and with 1996, a survey released by Hewitt Associates LLC says The
targeting, he said hanced fmancial strength, expand- Provident has an A rating Lincolnshire, Ill -based consulting firm found that 91% of U S

Under the proposed deal, Provi- ed national and international distri- The deal is subject to regulatory companies offered some type of health promotion program in 1997,
dent shareholders will receive 0.73 bution and comprehensive product approvals up from 89% in 1996 William M. Mercer Cos. L.L.C. has pur-

chased Corporate Resources Group, a global compensation and hu-
man resources consulting firm Terms were not disclosed The pur-

Judge sentences three for fraud chase adds about 200 employees to Mercer's worldwide roster of
more than 10,000 employees In addition, CRG adds 14 new offices
to Mercer's existing offices in 107 cities CRG had particularly

ORLANDO, Fla -Three men who Pfeffer controlled several companies Messrs Blutnch and Pfeffer, strong operations in Asia and Europe, Mercer said Shareholders
pleaded gUllty to siphoning milhons used in the fraud meanwhile, are also expected to of Life Re Corp. at a special meeting last week voted to approve the
of dollars from the now-Insolvent Judge Conway also sentenced have their sentences reduced signift- company's acquisition by Swiss Re Group (BI, Aug 3) The deal is
National Heritage Life Insurance Co Patrick C Smythe, the msurer's for- cantly for their testimony in the Na- still sublect to approval from regulators in Connecticut and
have received long prison terms from mer chief operating officer, to 25 tional Heritage case and in the up- Texas Glen Allen, Va - based Markel Corp. will pay about $200
a federal Judge years, though the sentence was re- commg racketeenng tnal of John A million to acquire New York-based specialty property-casualty un-

U S District Judge Anne C Con- duced to 21 years for Mr Smythe's Gotti, son of jailed Gambmo cnme derwriter Gryphon Holdings Inc under an agreement announced
way earlier this month sentenced cooperation m other cases stemmmg family boss John J Gotti last week The transaction, which is subject to regulatory approval,
Michael D Blutrich and Lyle K Pf- from theinsurer's 1994 collapse Mr Blutnch was an owner of is expected to be completed in January The U K government
effer to 25 years each m pnson on Mr Smythe's sentence could be Scores, a topless nightclub in Man- has flagged its intention to bring the financial services and markets
fraud and money laundering reduced further based on his assis- hattan from which John A Gotti is bill into legislation next year The government announced that a
charges Mr Blutrich was a New tance in a criminal case against nine accused of extorting money new regulatory authority for the financial sector, the Financial Ser-
York-based lawyer who acted as others accused of helping to loot the Messrs Blutrtch and Pfeffer are in vices Authority, should be debated in the next session of Parlia-
outside counsel to National Hentage insurer Thal of the nine other defen- the federal witness protection pro- ment, though the enabling legislation is not expected to be passed
and its parent company, while Mr dants is set for next February gram until the middle of next year
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Roundtable surer gives the buyer immediate control of a tries allow financial institutions to keep one
distribution network, local connections and an pool of capital for all of their business So, for

Bi Insurance Index
Insurer that is already known and accepted in example, policyholders of a financial institu- 2,000

Contznued from page 3 the region, and a quick return on the invest- tion that owns both an insurer and a bank
1,950

the polltical and economic activity in Asia has ment might be negatively affected by bankmg loss-
largely been directed at relieving poverty in the On the other hand, there are often conflicts es, he said 1,900

region, and there has been little interest in po- with local managers who are not used to West- "There are no firewalls," Mr Hu said 1,850
htical reform, he said em business styles, and the exposure to previ- Previoisly, many of the insurance companies

But in recent years there has been a growmg ous habilities is often not known or is underes- In Asia engaged in cash flow underwntmg and 1,800

movement toward more democratic govern- timated by the local compames, he said sought a high volume m premiums in order to 1,750

ment, Mr Hem said "For the most part, Commercial and industrial insurers seeking obtain large investment returns However,
democracy seems to be growrng steadily to expand in the region probably would be bet- since the crisis, the investment returns have

1,700

s=ronger," he said ter off settmg up their own offices from scratch plummeted, and the companies need to adopt
The economic crisis has forced some govern- rather than acquirmg local companies, Mr new strategies, he said 1,600

ments in the region to yield to reform pres- Huang said And the rapid expansion of the insurance
stir'es, Mr Hem said 1,550Few insurers in the region have the expertise business in Asia pnor to the crisis led to profits

For example, "were it not for the crisis, the to underwrite complex engineering risks, so being invested back into the insurers' opera-

1,650

1,500
new democratic constitution m Thailand there is little advantage in taking over local tions rather than the capital of the msurers So 10/9 10116 10/23 10/30 11/6 11n3 11/20 11/25
would not have been passed," he said companies to under'wnte those risks, he said Western investors should be wary of the thin

Western insurers that wish to take advan- The business practices of insurers m Asia of- capitalization of many insurers in the region,
Base=100 on Dec 29,1978

Source Nordby international Mc (nordby com) Boulder, Colo
tage of the new environment and low prices for ten are very different from those of msurers m Mr Hu said
local msurers m the region should be aware of the West, agreed Simon Hu, regional manager "Before you go into the region, make sure
the pros and cons of making such acquisitions, for Asia at A M Best Co, the ratmg agency in that you check all of the bases regarding regu-
said Mr Huang of Russell Kller Oldwick, N J latory rmnlmum capital requirements and ac- PCS catastrophe options

On the one hand, the purchase of a local m- Accounting practices in many Asian coun- counting," he said As of Nov 20

Call Pnce Call Prce

spread bid/ask spread bid/ask

National Annual 1998 National Annual 1999

Asia shows little demand for reinsurance 60/80 70/135 40/60 92/150

80/100C 02/12 60/80 50/120

100/120 2 0/-

By GAVIN SOUTER
National December 1998 1500 -/60

10/20
have been hberallzed over the past several pmes, Thailand and Indonesia, only tradition-

20/40 Western Annual 1999

years, there is stllhttle demand for non-tradi- al reinsurance is bought, and those countnes
40/60

NEW YORK-Opportunities for life rein- tional reinsurance, and it is non-traditional have taken such a financial battenng that it Eastern September 1999 80/100 0 5/2 0

surers m Asia remain limited despite the obvi- reinsurance that offers the most growth poten- we be years before the demand for reinsur- 40/60 15/-

ous need for extra capital at many of the local tial for remsurers in other areas of the world, ance increases significantly, he said Midwest June 1999

11fe insurers in the region, a life remsuIEr says Mr Galligan said Even in more-developed insurance markets, Southeastern September 1999 10/20 10/14

The lack of interest m non-traditional rein- In the future, there wlll still be tremendous such as Japan, the underlying msurance mar-
40/60 12/-

surance, the poor ftnancial condition of Me m- opportunibes for insurers in Asia, he said "But ket is not growmg However, with the hberal- Total volume 0 Total open interest 16,215

surers m many countries m the region and, in a vibrant msurance market doesn't necessarily ization of the market, an mereamng number of Forinformation on PCS cat options, call the Chicago Board of

some cases, disapproval of reinsurance as a fi- make for a vibrant reinsurance market " products are bemg offered, and there is the po- Trade at 312-435-3674

nancial option by regulators all impede the In some cases, the purchase of any type of tential for some reinsurance growth, Mr Gal- Source Chicago Board of Trade

growth of reinsurance m many countries in remsurance is effectively discouraged by regu- hgan said
Asia, the minsurer says lators, who view it as a sign of weakness rather As the sixth-largest bfe msurance market in British Issues

However, there is some potential for growth than a sophisticated financial tool, he said the world, South Korea looks at ftrst sight hke
once the insurance markets in the region re- And countries in the region that often have a good opportunity for life reinsurers But Price P/E Div Yield 52-week

cover from the battenng they have suffered been seen as potential growth areas for life in- most of the msurance companies there are in Companies pence pence % high-low
dunng the Asian financial crisis, he adds surers are not necessanly growth markets for severe difficulty as a result of the area's finan-

There have been few opportunities for hfe reinsurers, Mr Galhgan said For example, cial crisis and thus may not be attractive rem- Gdn Royal Exch 341 54 13 4 39 495 227

reinsurers in Asia, said Brendan Galhgan, se- China often is seen as a huge potentialinsur- surance risks, he said Legal & Gen 725 21 8 13 3 22 796-460

nior vp-Asia-Pacific division at Reinsurance ance market, but the local Chinese companies In many of the other countries in the region,
Royal & Sun 497 15 1 23 6 46 825-437

Group of Amenca Inc m St Louis buy reinsurance coverage only from the state the life market has shown solid growth over
He was speaking at the International Insur- minsurer the past 20 years But most of the insurers in Brokers

ance Council's Roundtable on Insurance Con- And because the foreign direct companies the region are heavily exposed to the stock
ditions m Asia, held in New York earher this that are entermg the market are some of the market, and so they are also adversely affected

Lmbrt Fenchurch 84 10 2 42 64 121-83

JLT 192 11 7 105 68 236-151
month largest Insurers in the world selhng personal by the financial crisis, Mr Galhgan said Sedgwick Grp 225 70 31 226-123

Histoncally, many local remsurers in the re- accident and endowment policies, they do not All is not hopeless, however Mr Galhgan
gion have been quasi-government-run monop- require much reinsurance capacity said that some regulators m Asia are demand-
ohes that have provided only traditional rein- "There are not a lot of life reinsurance op- ing that insurance companies be better capi- Note Pnces are Nov 25 doungs, othernumbers from Nov 24

surance portunities in China," Mr Galligan said tallzed, "so some non-traditional reinsurance

Although regulatory systems in the region In countries such as Singapore, the Philip- opportunities may be emerging "
Source Nordby Intemational mc (nordby com) Boulder, Colo

B Industry Stock Report NOV. 23, 1998, THROUGH NOV. 25, 1998

Weekly Yearto date 52 week Weekly 'rear to date 52 week Weekly Yeartodate 52 week

BROKERS Price % change % change High Low VoHOOO) Price %change %change High Low Vol (000) Price % change % change High Low VoHOOO)

Aon Corp NYS 59.25 0.94 107 75.56 4825 751 CNA Financial Corp NYS 4331 212 171 53.25 34.50 323 Rellastar Financial Corp NYS 48.06 406 16.69 52.44 2900 660

E W Blanch Holdings Inc NYS 40.38 0.62 1724 41.13 3300 33 CNA Surety NYS 14.63 0.43 5.26 1675 12.56 44 RenaissanceRe Holdings Ltd NYS 37.69 7.23 14.59 50.75 36.88 118

Gallagher Arthur J & Co NYS 45.88 0.14 3321 46.56 3356 66 EMC Insurance Group Inc NDO 1250 3.63 5.66 1588 9.00 20 Risk Capital Holdings NDO 21.75 357 2.25 25.50 1881 42

Hilb Rogal & Hamilton NYS 1894 0.00 194 19.63 1538 166 ESG Re Limited NDO 19.00 130 1915 2888 1275 24 RLI Corp NYS 3581 124 1013 45.63 31.56 27

Kaye Group Inc NDO 6.00 000 9.43 781 513 0 Enhance Financial Services NYS 29.56 260 0.63 37.56 1731 1268 St Paul Companies NYS 36.19 0.17 11 81 47.19 28.06 3509

Marsh & McLennan NYS 59.50 000 19.70 64.31 4338 1302 Everest Reinsurance NYS 37.06 2.15 10.15 4525 2875 422 SCOR NYS 60.63 6.59 26.96 72.75 43.13 4

Poe & Brown NYS 3450 166 1597 42.50 27.00 18 Executive Risk Inc NYS 54.25 117 2229 75.75 3550 62 SAFECO Corp NDQ 43.44 1 91 1090 5600 38 25 3017

Sedgwick Group PLC NYS 1850 452 50.25 1950 1031 4 EXEL Ltd NYS 74.69 1.96 1785 83.25 61.56 356 SCPIE Holdings Inc NYS 30.50 3.17 5.40 38.38 2663 NA

BROKERS AVERAGE 030 1786 Fremont General Corp NYS 5044 0.50 7.88 62.13 3600 229 Seibels Bruce Group NDO 438 145 4167 8.38 3.72 36

Frontier Insurance Group NYS 1494 391 34.70 25.69 12.19 484 Selective Ins Group NDO 19.13 3.77 2917 29.25 1669 163

INSURERS/REINSURERS Gainsco Inc NYS 6.63 1.92 22.06 10.00 5.75 110 Terra Nova Insurance Co Ltd NYS 2963 000 1286 3500 2350 51

ACE Ltd NYS 3231 1.52 045 4300 2438 931 General RE Corp NYS 239 44 3 79 1294 27500 19350 663 TIG Holdings NYS 1394 229 58.00 34.38 11 63 1550

Accel Internatwal Corp NDO 288 0.00 20.69 3.88 2.13 11 Gryphon Holdings NDO 1850 4.96 10.45 1938 11.38 168 Tok,0 Marine & Fire NDO 59.25 216 2.60 61.38 39.00 77

Acceptance Insurance Cos NYS 1950 5.41 1938 2575 17.19 94 Harleysville Group NOO 21.25 058 11 46 2850 1725 19 Torchmark Corp NYS 38.75 064 8.15 49.81 31.81 1356

AEGON N V NYS 10350 000 13096 11131 4163 112 Hartford Steam Boiler NYS 4100 1.23 1144 5956 3388 285 Transatiantic Holdings NYS 76.75 0.24 7.34 94.50 68.75 94

Aetna Life & Casualty NYS 80.19 054 1364 89.38 60.19 1397 HCC Insurance Holdings NYS 1838 2.97 13.53 23.94 1563 507 Travelers Property Casualty NYS 33.75 9.76 2330 46.06 24.13 1430

AFLAC Inc NYS 39.38 6.24 54.03 39.94 2250 1777 ING Groep N V NYS 58.88 0.96 39.14 7675 36.06 255 Trenwick Group Inc NDO 31 75 325 1561 41 75 2675 448

Allmerica Financial Corp NYS 54.75 429 964 7525 3838 350 IPC Holdings Ltd NDO 24.44 3.69 2408 33.25 1900 50 Unico American Corp NDO 1038 0.00 1531 18.13 8.88 63

Allstate Corp NYS 4194 414 7.32 52.38 36.06 5758 Hartford Financial Services NYS 57.00 5.43 2184 6000 37.63 3872 United Fire & Casualty NDO 3700 423 1638 4700 32.13 3

AMBAC Indemnity Corp NYS 61.38 1.87 3342 6594 40.13 556 LaSalle Re Holdings Ltd NYS 25.00 0.00 2933 42.94 1950 S3 Unitrin NDO 7075 0.35 9.48 74.13 5556 133

American Bankers Ins NOQ 4588 209 0.14 66.06 30.13

American Financial Group NYS 39.94 2.57 -093 45 75 3050 789 NYS 9413 0.13 44.39 94.25 55.69 701 UNUM Corp NYS 54.94 14.16 1.03 59.63 41 75 4781

NYS 85.88 5 37 992 9888 6700 870 Vesta Insurance Co NYS 594 106 9000 64.75 513 1111

American General NYS 73.06 3.45 35.14 7569 5231 2107 MAIC Holdings Inc NYS 30.19 0.63 1270 31.25 23.94 60 Zenith National ins NYS 2413 105 631 30.50 23.00 27

American Heritage Lile Ins NYS 24.06 0.79 3368 26.06 1706 51 Markel Corp NYS 165.06 056 5.72 187.00 132 00 8 INSURERS/REINSURERS AVERAGE 1.59 213

American Indemnity/Fin I NDO 1125 10.00 18.92 1538 9.50 1 MBIA Insurance Group NYS 65.69 0.76 168 8094 46.06 747

American International NYS 99.31 722 36.98 102 38 64 88 5551 Meadowbrook Insur Group NYS 1550 -080 4053 3500 1525 58 HEALTH MAINTENANCE ORGANIZATIONS
American Satety Insurance NDO 9.75 4.00 2081 15.06 6.75 58 MMI Cos Inc NYS 1644 6.91 34.58 2650 1525 155 Foundation Health Systems Inc NYS 14.44 2.21 35.11 3263 5 88 2442

Argonaut Group NDQ 23.38 108 3100 37.50 21.25 282 Mutual Risk Mgmt Ltd NYS 3694 421 2338 39.94 25.38 331 Humana Inc NYS 2025 658 2.41 32.13 12.25 2058

AXA UAP Group NYS 63.31 171 62.34 71.25 35.38 158 NAC Re Corp NYS 4694 0.53 3.84 55.88 4350 162 Oxford Health Plans NDO 1188 2.70 2369 24.75 5.81 3854

Baldwin & Lyons Inc NDO 21.75 116 9.84 2875 1850 22 Navigators Group NDO 1538 0.82 1814 2075 1325 14 Pacificare Health Sys NDO 7350 2.97 46.27 88.88 46.75 29

Berkley WA Corp NOO 33.94 3.23 22.65 49.88 2525 267 NYMagic inc NYS 2088 0.30 24.26 34.25 20.31 4 Safeguard Health Enter NDO 525 5.00 6111 1388 363 12

Berkshire Hathaway Inc NYS 69300.00 282 50.65 84000.00 44400 00 1 Ohio Casualty Corp NDO 4100 186 812 51.75 3375 701 Sierra Health Services NYS 22.81 167 177 27.63 15.88 251

Capital RE Corporation NYS 1963 1135 36.76 38.69 14.75 1368 Old Republic Intl NYS 22.06 000 1101 32.25 1794 1450 United Healthcare Corp NYS 45.94 4.30 7.55 73.94 29.56 2495

Capitol Transamerica Corp NAS 17.50 411 1789 24.25 1500 18 Orion Capital Corp NYS 36.88 5.92 2059 5925 28.00 199 Wellpoint Health Networks NYS 81.50 1.95 9290 8250 38.63 361

Centris Group Inc NYS 1044 183 6.44 1481 7.94 32 Partner Re Ltd NYS 43.25 2.52 6.74 52.50 33.63 104 HMOs AVERAGE 1.61 1.38

Chairmeli Re NYS 2688 0.00 20.37 3463 21.94 17 Penn America Group Inc NYS 11.13 114 4573 23.00 8.13 40 ALL COMPANIES AVERAGE 0.96 5.70

Chubb Corp NYS 71 88 332 496 88.81 55 38 2645 Pennsylvania Manufacturer s Co NDC) 19.50 2.30 16.42 2375 1625 11

CIGNA Corp NYS 8044 1.82 39.99 82.38 51.94 2081 Philadelphia Cons Holding NDO 20.25 3.43 14.08 24.50 1550 156

Cincinnati Financial Corp NAS 39.75 853 1528 47.13 30.50 673 PXRE Corp NYS 21.69 6.72 34.65 3525 21.50 323

CltlgrolIP NYS 52.38 16.23 2.78 73.50 2850 51019 Reliance Group Holdings NYS 14.19 179 0.44 1981 1075 762

Top advancing issues. Citigroup, UNUM Corp, Travelers Property Casualty. Leading decliners American indemnity/Fin'I, RenaissanceRe Holdings Ltd, PXRE Corp Most active issue Citigroup The 8/ Index rose 3 9%, the Dow Jones 30 Industrials
Increased 1 796, the S&P 500 gamed 2 0% and the NYSE Composite rose 1.6% Average P/E. Brokers, 18.0, Insurers/reinsurers, 15 7, HMOs, 87 1

f Source Nordby /ntemational /nc (nordby com), Boulder, Colo
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Only one company on earth
has this many ways to

help you manage your risks

.

All forms of property/casualty insurance
Life, accident & health insurance worldwide

Claims management and cost conrainment services
Global employee benefits and pension management
Loss control and engineering
Premium financing
Political risk coverage
Trade credit insurance

Emergency evacuation and securizy services
Economic and political assessmenr
Local currency financing
Consumer finance in many countries
Direct equity investment funds in many countries
Third-party asset management
Infrastructure finance in emerging markets
Market making in all forms of interest rates, currency and equity
risk management products
Trading and market making in foreign exchange, base and
precious metals
Aircraft leasing for airlines
Personal auto insurance through various distribution systems

With 80 years of international experience, only Triple-A-rated AIG has the ,,vorldwide insurance and financial
services capabilities to help you manage all your balance sheet and other risks. And our list of ways to help you
manage business risks continues to grow. For more information about insurance and services provided by our
member companies, write to American International Group, Inc. or visit our website at www. aig.com

WORLD LEADERS IN INSURANCE AND FINANCIAL SERVICES
American International Group, Inc., 70 Pine Street, Dept. A New York, NY 10270

AIG
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