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Mr. Perot favors a health benefit tax.

, Perot offers

low-key
health care

reform plan
By CHRISTINE WOOLSEY

DALLAS-Presidential candidate

H. Ross Perot wants to corral run-

away health care costs by, among
other things, taxing employees on
their health benefits.

The Texas billionaire's health care

proposal ·is vague, but not that con-
troversial. It mainly calls for short-
and long-term strategies that stress
cost containment and preventive
health programs.

One probable source of friction,
though, would be his call for
"changing federal rules to allow
states the necessary flexibility to
conduct pilot (health reform) pro-
grams." While he provides few spe-
cifics, many observers think this
refers to waiving Employee Retire-
ment Income Security Act pre-emp-
tion rules-a move that would not sit

well with multistate employers.
In addition, Mr. Perot would push

for an increase-to 35% trom

25%-in the Medicare Part B pre-

,mium, and he would remove the
' $130,000 ceiling on the 1.45% por-

tion of the FICA tax that c6vers

Medicare Part A.

The independent candidate also
wants to trim pension benefit in-

Continued on page 51
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Update-

Captive to cover property loss
from Texaco refinery explosion

WILIVIINGTON, Calif.-Reinsurers could
face property damage claims totaling hun-
dreds of millions of dollars as a result of an

explosion last week at a Texaco Inc. oil re-
finery near Los Angeles.

Texaco's Bermuda captive, Heddington In-
surance Ltd., covers the property risk and
has extensive reinsurance. But the oil com-

pany does not have business interruption
coverage, said Daniel Grogan, assistant gen-
eral manager-risk management for Texaco.

Texaco carries a $10 million self-insured
Continued on nert page

Antitrust showdown set
Industry defendants elated that high cou rt will review case

By JUDY GREENWALD

WASHINGTON-Insurance industry
defendants are jubilant that the U.S. Su-
preme Court is going to hear the massive
insurance antitrust litigation.

But they acknowledge there is no guar-
antee they will ultimately prevail.

Insurance industry defendants want the
high court to overturn a 9th U.S. Circuit
Court of Appeals ruling that reinstated the
antitrust action after it had been dis-

missed by U.S. District Judge William
Schwarzer (BI, June 24, 1991).

Last week, the Supreme Court agreed to
consider three issues in the case. Two in-

volve the McCarran-Ferguson Act, which
gives insurers a limited exemption from

Supreme Court to hear ERISA cases '
' but Non't review'pollution disputes

Page 49

federal antitrust laws, and one involves
comity, a mutual respect for foreign law.
Oral arguments are expected to take place
early next year.

Attorneys note that the suit would only
be dismissed if the Supreme Court rules in
favor of the defendants on both of the an-

titrust issues. A ruling in their favor on
the comity issue is likely to lead only to
the dismissal of some of the foreign defen-
dants.

If the Supreme Court rules against the
defendants on either of the antitrust

issues, the ease would then be returned to
U.S. District Court for discovery and ei-
ther a summary judgment or trial. During
the initial stages of the litigation, both the
trial court and the appeals court rulings
were based on the assumption the factual
allegations made by the states bringing
the action are true.

Last week's decision is "a very good
sign," said Stephen M. Shapiro of Mayer,
Brown & Platt in Chicago, which prepared
the review petition filed by most of the
U.S. defendants.

Two of three cases the court reviews are

reversed, he noted.

By taking the case, the justices were in-
dicating "they think something is very

Continued on page 48

Aviation rate reversal?
El Al crash may trigger price hikes

By AUNE SULLIVAN

AMSTERDAM-Hull and liability
claims from the Oct. 4 crash of an El

Al Israel Airlines in an Amsterdam

suburb may reach $200 million,
which could shock the aviation insur-

ance market into raising rates.
The crash of the El Al Boeing 747-

200 comes one week after a Pakistan

International Airlines Airbus A-300

crashed in Nepal. Insurers face hull
claims of $35 million and an undeter-
mined amount of liability claims
from the PIA crash (BI, Oct. 5).

While some market observers think

the losses will force increases in

aviation rates, others say there still is
too much capacity and competition
among underwriters for rates to in-
crease.

The El Al crash killed an estimated

250 people on the ground, three crew
members and one passenger and des-
troyed two 10-story apartment build-
ings. The airline has $750 million in
liability insurance and $62 million
in coverage for the hull. The coverage
was placed by Alexander Howden
Ltd.

The hull and liability coverage was
underwritten by a pool of five Israeli
insurers: Clal (Israel) Ltd., Hamgan,
Hassneh Insurance Co. of Israel Ltd.,
Israeli Phoenix Insurance Co. Ltd.

and Migdal Insurance Co. Ltd.
Almost all of the pool's exposure

was reinsured outside of Israel, with
the bulk placed in London, according

Continued on page 50

Rescue workers shuffle through the
remains of the Dutch apartment
complex destroyed in the crash.
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New RJR Nabisco pension plan
called more equitable, att ractive

By JERRY GEISEL

NEW YORK-RJR Nabisco Inc. is

launching a bold new defined benefit pen-
sion program that retains many of the
strengths of traditional plans while avoid-
ing many of their weaknesses.

The new plan is designed to provide a
relatively steady accrual of benefits so
that individuals who serve with the com-

pany for a shorter period of time can earn
a much more substantial benefit than

under a traditional plan.
And because the RJR Nabisco plan is

partly based on a participant's final aver-
age pay, it can offer richer benefits to

mid-career hires than defined contribu-

tion or cash balance plans, which require
longer service to generate bigger benefits.

At the same time, the RJR Nabisco plan
includes many of the features that have
made defined contribution plans a hit
among employees, including highly visi-
ble, relatively easy-to-understand benefits
and benefit portability.

For each year worked under the new
plan, employees will be credited with a
specific percentage that will be used to
calculate their pension. The percentage
that employees earn increases with age.
For example, an employee will earn 4% for
each year of employment under age 30,

rising to 13% annually starting at age 60.
When employees leave the company or

retire, they will receive a benefit equal to
the sum of the percentages earned multi-
plied by final average pay. Employees can
take the lump sum as cash, convert it to an
annuity or roll it over into an individual
retirement account or another employer's
pension plan (see story, page 40.)

The plan, which takes effect Jan. 1, will
replace a $1 billion cash balance pension
plan at the company's Nabisco Foods
Group unit and a $1.5 billion traditional
defined benefit plan at its R.J. Reynolds
Tobacco Co. unit.

Continued on page 38
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Texaco covered for L.A. blast
Continued from previous page
retention for property risks, he said. Texaco then purchases an un-
known amount of property coverage from Heddington.

Heddington retains $20 million of the risk and buys about $700
million of quota-share reinsurance, said Heddington Senior Vp John
Turner. The captive's reinsurance program is placed by Willis Faber &
Dumas in London, Mr. Turner confirmed.

The program is structured in several layers with various leading
reinsurers. Lloyd's of London syndicate 190, managed by Cater Allen
Syndicate Management Ltd., is the lead reinsurer of the first layer, as
well as several other layers, Mr. Turner said.

"I doubt whether the whole value of the refinery exceeds $700
million, but claims could get into hundreds of millions of dollars,"
Mr. Grogan said.

About 16 workers suffered minor injuries when the refinery, located
about 15 miles south of Los Angeles, exploded Thursday night. There
were no deaths. The fire was under control by Friday.

Mr. Grogan said that "all of the automatic shut-off valves worked,
so all of the good things that were supposed to happen did."

The explosion blew out windows in buildings near the refinery, and
200 families in the area were evacuated after the explosion. Hedding-
ton also writes Texaco's liability coverage.

Gooda review clears Lloyd's
LONDON-A loss review committee has cleared Lloyd's of London

of any negligence in connection with the massive losses incurred by
members of defunct syndicates formerly managed by the Gooda
Walker group of agencies.

Lloyd's "properly administered the relevant regulatory require-
ments related to the Gooda group," the committee said.

The report also clears the underwriters and directors of the Gooda
Walker companies of "impropriety of a dishonest nature."

But, the report identified "deficiencies" in managing agencies
Gooda Walker Ltd. and Gooda & Partners Ltd. that contributed to

the huge syndicate losses, including "inadequate" planning and con-
trol of underwriting and a failure to give "all relevant information" to
members. Were it not for those deficiencies, member losses "might
have been avoided or mitigated," the report concludes.

To date, members on all seven Gooda Walkersyndicates have been
asked to pay 682.2 million pounds ($1.17 billion) (BI, Aug. 31).

The committee also said the syndicates lacked adequate reinsurance
to protect against the London market excess-of-loss reinsurance spi-
ral, which was exacerbated by catastrophe claims from 1987 to 1990.

The report also suggests several possible regulatory changes, such
as limiting the use of time-and-distance policies and adopting a risk-
based system to limit syndicates' exposures.

AIG eyes new excess facility
HAMILTON, Bermuda-American International Group Inc. is pro-

posing to set up an excess liability insurer in Bermuda to compete
with established facilities like X.L. Insurance Co. Ltd. and ACE In-
surance Co. Ltd.

AIG is seeking to raise preliminary capital of $100 million for
the new insurer, tentatively called Global Excess Liability Insurance
Co., according to a draft prospectus.

Plans call for Global Excess to write umbrella excess liability
limits of $100 million excess of a minimum of $50 million. The com-
pany also is expected to offer up to $50 million of directors and
officers liability coverage excess of $50 million.

According to the prospectus, Global Excess will provide additional
capacity for companies that have been looking to increase their liabil-
ity limits. The proposed insurer also is seen as an effort to exploit the
contraction in capacity in the London market.

AIG is understood to be prepared to put up 20% of the initial
capital.

Global Excess would compete directly with X.L., which offers $100
million of liability coverage excess of $25 million, and ACE, which
writes $50 million of D&O coverage excess of $25 million.

City unions win retiree benefits
PHILADELPHIA-About 15,000 Philadelphia employees are back

to work after a 36-hour strike over wages and health benefits.
Members of Local District Council 33, which represents 12,000

blue-collar workers, and Council 47, which represents 3,000 white-
collar workers, returned to work Wednesday under a new four-year
agreement that guarantees them retiree medical benefits at no cost
and retains the unions' ri*ht to administer group health plans.

Mayor Edward G. Rendell had proposed cutting retiree medi-
cal benefits and taking over the administration of group health
insurance plans from the union locals representing city workers, in-
cluding fire and police unions (BI, Sept. 28). The fire and police
unions are currently in arbitration.

Total health care costs for the city are estimated at $175 million
for the fiscal year ending June 30.

Updates continued on page 50

Errors & omissions
• Robert B. Angle, vp of national marketing and regional vp

at Montgomery & Collins Inc. in Glastonbury, Conn., was
elected president of the National Assn. of Professional Surplus
Lines Offices Ltd. David R. Hartoch, chief operating officer and
president of Sherwood Insurance Services in San Francisco,
will serve as vp of NAPSLO, not president as incorrectly re-
ported in an Oct. 5 article.

Insurers, agents hope
for a season of change

By JAMES M. BURCKE

WHITE SULPHUR SPRINGS,

W.Va.-The rolling hills that
surround The Greenbrier were

unusually green for the first
week of October as top U.S.
property/casualty insurance in-
dustry executives assembled for
their annual gathering at the
posh resort.

While the lack of fall colors

may have been a disappointment
for some, the agents, brokers and
insurers at this year's joint meet-
ing of the National Assn. of Ca-
sualty & Surety Agents and the

NACSA/NACSE
CONFERENCE

The Greenbrier

National Assn. of Casualty &
Surety Executives generally
would not mind seeing a bit more
green-the color of money.

Five years of falling rates and
an unprecedented run of catas-
trophes-climaxed by Hurricane
Andrew, the most costly disaster
in history and whose toll still is
climbing-are prompting calls

for insurers and intermediaries

to change the way they do busi-
ness. The options are many, from
the adoption of total quality
management programs to new
strategies to further consolida-
tion, especially among agents
and brokers.

Even after weeks of bad news

in the wake of hurricanes An-

drew and Iniki, few insurers and
intermediaries can say with any
certainty that the market will
turn by year end. Some execu-
tives predict a slow, gradual turn
that will be in full effect by the

Continued on page 44

Andrew's toll still climbing
Allstate's estimated $1.73 billion in claims could be a record

By SARA J. HARTY

Claims from Hurricane An-

drew continue to mount, with
Allstate Insurance Group now
reporting what is thought to be
the largest gross loss ever re-
ported by a U.S. insurer for a
single event: $1.73 billion.

Other insurers last week also

increased their hurricane-related

loss estimates, and State Farm
Group said it will pump $2
billion into its property/casualty

unit's surplus because of the
large hit the unit will take.

Hurricane Andrew, the cost-
liest storm ever, roared through
the Bahamas, Florida and Loui-
siana in late August (BI, Sept. 7;
Aug. 31). The Property Claim
Services division Of the Ameri-

can Insurance Services Group
initially estimated insured losses
in the United States at $7.8
billion. And insured losses not

counted by the group, like ma-
rine losses and losses in the Ba-

hamas, add about $800 million to
that total.

But claims advices from Hurri-

cane Andrew indicate that the

loss to insurers and reinsurers

will total $10 billion to $12.5

billion, said George Lloyd-Ro-
berts, chairman of Lloyd's Non-
Marine Underwriters' Assn.

Most of the claims coming into
London will be on catastrophe
reinsurance policies, he said.

Insurers over the past few
Continued on page 49

Harvard offers supplemental plan for health workers

AIDS benefit questioned
By SALLY ROBERTS

CAMBRIDGE, Mass.-It is un-
likely that many health care in-
stitutions will follow the lead of

Harvard University and offer a
lump-sum $100,000 benefit to
any hospital or clinic employee
who contracts the AIDS virus on

the job.
Benefit consultants are raising

several questions about, among
other things, the value and fair-

ness of the Harvard benefit.

The benefit will be paid in ad-
dition to workers compensation
and health insurance benefits to
doctors, nurses, medical students
and other workers who contract

the human immunodeficiency
virus through a work-related in-
cident.

Controlled Risk Insurance Co.

Ltd., Harvard's Cayman Islands
captive, will fund the new bene-
fit.

The captive also writes medi-
cal malpractice liability cover-
age for the university's hospitals
and doctors. Claims will be ad-

ministered by the Harvard Risk
Management Foundation.

The benefit is "a starting
point," said Jack McCarthy, ex-
ecutive vp with the foundation, a
management agency for affi-
liated Harvard medical institu-

tions in Cambridge, Mass.
Continued on page 47

Final 404(c) rules to aid employers
By JERRY GEISEL --

WASHINGTON-Final Labor

Department rules will make it
easier for employers sponsoring
defined contribution plans to
avoid fiduciary liability for em-
ployee investment decisions.

The rules also contain relaxed

compliance requirements for em-
ployers that offer company stock
as an investment option.

But the final rules to be pub-
lished this week in the Federal

Register-will increase the
amount of financial information

employers must disclose to plan
participants about investment
options to qualify for an exemp-
tion under Section 404(c) of the
Employee Retirement Income Se-
curity Act of 1974.

That section relieves employ-
ers of fiduciary liability for

losses from a participant's in-
vestment decisions.

The final rules, though, retain
the core of earlier versions: Em-

ployers must offer participants
at least three diversified cate-

gories, each with materially dif-
ferent risk and return character-

istics (BI, Dec. 24, 1990)
In addition, an investment al-

ternative offered to participants,
Continued on page 50.
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The 20th annual Business insurance Employee Benefits Com-
munication Awards competition recognizes oustanding efforts
by 18 employers to effectively communicate their benefit pro-
grams to employees.

The 1992 competition attracted 177 entries from 139 com-
panies.

Twenty-two of the entries--and one of the winning programs
(see story, page 16)-were prepared in-house hy employers; the
remaining 155 programs were developed with the assistance of
benefit consultants.

The entries were judged by 19 experts--up from 11 last year
-in the fields of employee benefits, communications and mar-
keting, design and production. The entries were scored based
on how well they fulfilled each of five basic criteria, including
the program's objectives, strategll, content, presentation and
effectiveness.

Profiles of the winners begin on page 6.
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Benefits communication at the touch of a button
By SALLY ROBERTS

Alexander Graham Bell would be

amazed at how far technology has taken
his 1876 invention.

Advances in telephone voice response
systems and other technologies have not
only increased employee understanding
of benefit options and increased enroll-
ment, but also reduce the amount of
paper used, the chance of errors, and the
time spent on routine inquiries and
transactions.

And now that interactive technology is
less expensive to install and has shown
positive results, more employers are in-
vesting in these systems.

"Today, it is more widely accepted that
interactive benefit communication is

cost-effective for administration," said
Jay Marchant, principal at William M.
Mercer Inc. in Deerfield, Ill.

Telephone systems are the most popu-
lar interactive technology-well ahead of
interactive personal computers-and
their use has -skyrocketed" over the past

couple of years, said Gilbert Jacobs, a
consultant with The Wyatt Co. in Wash-
ington.

More employers are leaning toward
using telephones to convey and receive
benefits information because they are
easy to use and there is almost universal
access, agreed Tim Stentiford, a consul-
tant with Hewitt Associates in Walnut

Creek, Calif.
"Not everyone has access to a personal

computer," he pointed out.
Two years ago, the most popular use of

telephone voice response systems was to
communicate routine benefit informa-

tion to employees and to answer corn-
mon questions (BI April 2, 1990).

Although that is still its primary use,
the technology has evolved some since
then.

Now, in addition to obtaining infor-
mation and answers to workers' ques-
tions at any hour of the day, some em-
ployers are using the telephone to enroll
employees in retirement plans, savings

Continued on next page
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Interactive systems racy, he said Voice response systems currently observed Michele Wohl, a Wilham has resulted in a 42% Increase in
Currently, voice recognition sys- are predominant among the biggest M Mercer Inc associate m Kansas 401(k) participabon

Continued from previous page tems are able to understand such companies, which Initially were the City, Mo Although Interactive telephone
plans and flexible spending ac- words as "help" and "operator" only companies that could afford Because the truclang industry has systems are regarded as an excel-
counts quite well, he added the technology a mostly transient workforce, MNX lent way to cut administrative costs,

Additionally, through a touch- The advantages to employers that There lS probably not a Fortune needed a non-traditional way to ex- some consultants say personal com-
tone phone, employees can trans- use voice response systems include 500 company that is not uslng voice plain and prcmote its beneht pro- puters are a better way for employ-
fer funds m their 401(k) plan be- greater participation, less paper response systems m beneht admin- grams to emp.oyees, said Ms Wohl, ers to better promote and more fully
tween dlfferent investment options used, fewer errors and less time isiration, said The Wyatt Co's Mr who worked with MNX explain beneht plans

The next wave in interactive tel- spent answering questions and en- Jacobs MNX employees are now able to Computers can do sophisticated
ephone systems could well be voice termg data The only question now is whether call a toll-free number from any modeling of employees' elections
recognition systems And the costs of such a system the systems wlll catch on wlth com- touch-tone phone at any time of well beyond what 1nteractlve phone

Currently, mteractive phone sys- has become more attractive, as well pames that have 2,000 or fewer em- the day to get information about systems can do Employees can
tems are limited to touch-tone tele- Initial set-up for a voice response ployees, Mr Jacobs said their benefits project, for instance, how much w111
phones, but the voice recognition system now costs anywhere from One such company using an m- By presslng i employees hear be m their 401(k) savmgs plan when
technology is very promising, said $10,000 to $70,000 or more, said teractive phone system is MNX Inc, general informatlon about the com- they retire based on a particular
Mr Jacobs Shelley Ochab, a consultant for a transportabon firm m St Joseph, pany's 401(k) plan, health care contribution level

Voice recognition systems are able Hewitt Associates m Lmeolnshire, Mo spending account or dependent care Currently, most computer systems
to understand the numbers zero Ill The cost depends on the com- Through its phone system, MNX's spending account By hitting "2," are not set up to automate enroll-
through nlne from human voices plenty of the voice response system, nearly 2,000 employees-mostly on- they can enroll in any of these pro- ment, leavmg that function in the
And while the technology lS Stlll she explained the-road truck drivers-can get in- grams, change participation or hands of benefit administrators
new, there iS a 97% accuracy rate, But that is significantly lower fcrmation, enroll m vanous benefits change investment options in the First Chicago Corp's "HR Con-
Mr Jacobs said than the $300,000 to $400,000 av- p:'ograms and change benefits op- 401(k) plan nection" system lets employees re-

Voice recognition systems even- erage cost of early systems deve- tlins Ms Wohl would not say how view mformation ranging from con-
tually wall be able to recognize the loped in the mid-19805, consultants "The mteractive telephone system much the voice response system fidential salary data to general
spoken alphabet with similar accu- say is made for the truclang industry," cost She noted, however, that lt company benefit pollcies

HR Connection is housed in a

computer kiosk-resembhng an au-
tomatic teller machine-with a

touch screen for executmg com-
, mands\)(/HEN EMPLOYEES'

It provides more than 400 pieces
t

44
of current information about the

FAMILY HEALTH PROBLEMS bank's benefits and human re-

, '4 sources programs, but does not pro-

ARE ON THE LINE,
vide enrollment options, said Sal

. Campagna, a vp with the Chicago
financial institution

YOUR BUSINESS
- Although enrollment is stdl done

manually, Flrst Chicago's ultimate
goal is to eventually create a pa-

f» IS ON THE LINE TOO. perless human resources depart-- r „VR,v· A
ment, he said

Because employees can use the
When an employee becomes a system to make address changes or

 caregiver to a spouse or parent, the i ' .S add a beneficiary to their life insur-

problem doesn't get left at home The j,-- ance pollcy, less paperwork has to

.f be done And, by malang employees
stress of providing or paying for the care more aware their benefit options,

1 affects an average of 37% of a company's the system has reduced calls to

employees* In today's performance human resource representatives for

r. purely factual Information, said Mr
driven economy, that's a liability employ- Campagna

1 -, ers can't afford
1

Two kiosks have been placed m
high-trafftc areas at Flrst Chicago's

By offering John Hancock Group -/ headquarters and more wlll be m-
Yi Long-Term Care Insurance, you will ease ', 71 - t stalled

this growing burden on both your fr The initial system development
cost nearly $50,000, Mr Cami)agna

, employees and your business Home said Each additional touch screen

care and nursing home expenses are kiosk costs another $3,000, heL

covered Group Long-Term Care Case
added

lip :,9

Interactive computer kiosks are
Managers provide assistance in evaluat- very sophisticated systems-incor-

f* ing and choosing the best nursing home : 1 1 porating touch screens, full-motion
..

for each Insured's needs And Customer - Af .iv videos animation, color and sound
Z
t -but they have "not become very

* Service Representatives are available to popular" because of their high costs,

* answer questions or explain procedures 1 t 1 according to Wyatt's Mr Jacobs
4 The hardware itself is expensive

Best of all, John Hancock Group : and the cost of printers and cabin-
U Long-Term Care Insurance doesn't add to 11 etry also need to be included, he

noted your company's health care expense, in \ 24
r

The cost of an Interactive com-

 dollars or time A dedicated Account I
Z

5 ht
puter system can range from as low

4 rl.

i Team will carefully coordinate all installa- ' as $10,000 to as high as $100,000 or
='

M- - # ''r* more, said Mr Jacobs But, over the
 tion activities, making the process pain- 2- . i.- : past five years, pnces of such sys-
9 less for you and your employees tems have dropped 50%, he pro-

The thoughtful integration of '.- ..'52«C.:.' ' lected
A computerized alternative to

expertise and service has made John 4. kiosks that costs significantly less
Hancock a leader in Group Long-Term is making benefit software avail-

Care Insurance if this ts the kind of com- able to employees
Computer diskettes can be distn-

prehensive, compassionate service you buted to employees who can run the

demand. call Jennifer Eardley, Manager programs on their office or home
PCs

of Corporate Sales, at 1617) 572-7068 One example is Towers Pemn's
*FORTUNE/John Hancock Study -1989 FlexPlanner software, which is de-

signed to give employees informa-
tion about their flex plan options

Real life, real answers.® and choices At a total cost of

1 9
$10,000 to $15,000, the software

f'%:p0//&/**Im

helps employees choose among ben-
.All,ihmt-#.rnrb efit options found in a company's

flexible beneht programs, including

 Financial Services - medical, dental, disability and hfe
insurance, said Peter Breshn, a con-
sultant at Towers Perrin m Stam-

John Hancock Mutual Life Insurance

Company and affiliated companies, Boston, MA 02117
ford, Conn

For example, FlexPlanner can as-
sist employees to compare the finan-

Contmued onpage 6



takeashowerwithoutus.

Or mow the lawn. Or change a light bulb. Or cross the street.
The fact is, accidents do happen. And not just to daredevils.

For people under 38, accidents are the leading cause of death.
Yet only 17% of adult Americans carry life insurance coverage

in excess of $50,000.
Accident insurance,

however, represents an
affordable way for your
employees to obtain
additional protection for
themselves as well as
their families.

Which may be why
60% typically sign up
for voluntary accident
insurance when it's

4 offered.

But let's talk aboutyou.
While voluntary

accident insurance costs

your employees very
little, it costs younothing.

Which makes it one of the smartest ways for you to contribute to
their financial securits What's more, we have been recognized as
the accident insurance leader for years, with a market share that is
greater than our next two competitors combined.

To learn more, fax John K. Leonard, President CIGNA Special Benefits
(215) 761-5604. Just watch your step on the way to the fax machine.
CIGNA Special Benefits Division products are underwritten by Life Insurance Company of North America and other CIGNA companies.

We getpaid for results i CIGNA
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... Employee Benefits Communication Awards ...

Tenneco booklet offers one-stop claims assistance
By EILEEN P. GUNN .... SPECIAL PROJECT....

HOUSTON-People seldom
look more perplexed than when
trying to decipher their medical
claims forms, and even small
changes in benefit programs can
add wrinkles to an already-fur-
rowed brow.

So Tenneco Inc. had good rea-
son to expect some chaos and
confusion when it radically al-
tered its benefit programs for
1992. Among other things, it
dropped five insurance com-
panies that had provided medical
benefits and introduced a new

flexible benefits plan provided
by a single insurer.

To help its 28,000 employees

Interactive systems
Continued from page 4

cial impact of various medical cov-
erage choices, taking into account
contribution amounts, reim-

bursement levels, anticipated claims
and benefits under a spouse's plan,
Mr. Breslin said.

In addition, the software can also

help employees decide how much to
set aside in a health care spending
account to pay out-of-pocket ex-
penses, based on estimated claims
and the medical option selected.

"These are very difficult calcula-
tions, but they are easy on a PC,"
Mr. Breslin said.

Like First Chicago's interactive
computer kiosks, FlexPlanner lacks
an enrollment feature. Employees
print out their options and send
them to the employee benefit de-
partment to record and file.

Apple Computer Inc. has deve-
loped a system to simplify enroll-
ment with its MacFlex software, a

flex plan enrollment program for
the Macintosh computer.

Last year, the computer company
upgraded the software to add bar
codes to the printouts of employees'
selections. Using a special scanning
device, a benefits administrator can

scan the code on employees' enroll-
ment printouts into the system, said
Sally Gottlieb, benefits manager for
Apple in Cupertino, Calif.

This eliminates data entry time,
although it does not completely
eliminate excess paper, she noted.

Ultimately, according to Hewitt's
Mr. Stentiford, technological ad-
vancements in electronic mail sys-
tems could help automate enroll-
ment.

Employees could use existing
software products to make their
benefit elections and changes, but
instead of printing out their choices
and sending the paper to the human
resource department, they could
send their enrollment data through
E-mail systems.

This technology "wasn't practical
to use before, because it couldn't

send files back and forth"-only
brief messages, Mr. Stentiford said.

Today, however, there are "newer
systems that have file exchange ca-
pabilities," which can virtually
eliminate excess data entry and
paper use, he said.

Meanwhile, as interactive commu-

nication technologies have made
benefit information more private for
employees, "security is still an
issue," although not to the extent it
was two years ago, Wyatt's Mr.
Jacobs said.

Benefit consultants agree that re-
quiring employees to use personal
identification numbers, Social Secu-
rity numbers and/or passwords to
open up personal files have de-
creased the threat of security prob-
lenns in interactive systems. I

adjust to the change, the con-
glomerate developed a "Tips For
Filing Claims" booklet to be in-
cluded in its employee orienta-
tion program. The booklet was
given a Best of Show award in
the special projects category of
the 1992 Business Insurance Em-

ployee Benefits Communication
Awards competition.

"Our uniqueness was the mas-
siveness of the change," said Kim
R. Bacon, director of benefits

planning at Tenneco in Houston.
-Switching to one carrier was a
big hurdle to jump."

"Every claim form people were
used to filling out changed," ex-

plained Kevin R. Barris, a con-
sultant with Towers Perrin in

Houston, which helped develop
the booklet. "Our goal was to
make a confusing array of things
a little simpler."

Even with the new plan and
changes in paperwork, the num-
ber of claims being returned is
much lower than Mr. Bacon and

his colleagues anticipated. Even
forms for programs employees
never had before, like flexible

spending accounts, are being
filled out correctly.

Mr. Barris calls the booklet a

"claims kit" that "brings all the
pieces of claims together."

The booklet runs 24 pages and
cost $36,000 to produce. It fea-

tures full-sized reproductions of
claims forms for medical cover-

age, two types of dental and vi-
sion coverage, several flexible
spending accounts and other
general filings.

The first page lists toll-free
numbers for the medical, dental
and vision claims and a mail-

order prescription drug service.
Comic strip-style conversation

balloons surround the claim form

reproductions reminding em-
ployees to include information or
giving explanations.

For example, at the bottom of
the medical claim form, an arrow

points to an employee signature
box. A bubble reminds claimants

Continued on nert page 6,ly
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Continued from preuious page
that by signing they are telling
the insurer "to pay any benefits
directly to the provider. .if you
are paying the provider do not
sign this section."

On the dental form another

bubble points out that employees
do not have to wait until after a

treatment to find out how much
of their bills will be covered. "If

yo u want to know in advanc e
how much you can be reimbursed
for specific dental treatment,
check this box. .this can be

helpful to you as you budget for
the dental expense."

The bubbles are carefully tar-
geted. They are meant to cut
down on delays and frustration
by drawing attention to areas
that are often overlooked or

filled out incorrectly.
"You can have all the benefits

... Empl()yee Benefits Conimunication Awards...

EAP guide addresses workers' fearsin the world, but if you don't
know how to claim them, they
aren't very useful," Mr. Bari·is
said.

Tenneco had two goals for this
booklet, the last stage in a multi-
media information series about

the new programs.
First, il was to soften the blow

of cost-shifting. The company
wanted to take one last opportu-
nity to s.ress that although "it
will cost the employee some-
thing, we will provide benefits,"
explained Mr. Bacon.

Tenneco also wanted to reduce
the number of calls to its benefits

managers from employees frus-
trated by new procedures or
angry over processing delays
brought on by incorrect informa-
tion on forms.

"We anzicipated a lot of prob-
lems," said Mr. Bacon. "The key

is that front line" the benefits

managers in the offices has to

answer all the questions employ-
ees have. "We thought with this
one package we could take off
some of that pressure."

Now that they have a better
grasp on procedures and their
claims are being processed more
efficiently, employees "appreci-
ate their benefits more," said Mr.
Barris.

The booklet is meant to be an

easy-to-read collection of tips
rather than a how-to manual.

The design created to meet this
end was "a good example of
when client and consultant work

well together," Mr. Barris said.
Though they do not plan on re-

leasing another guide soon, Mr.
Bacon said Tenneco would use

the same approach if it signifi-
cantly changed benefits again. I

(1

ARMONK, N.Y.-Employee
assistance programs can be diffi-
cult to develop and promote be-
cause most employees do not vo-
calize their impressions of EAPs,
fearing it would advertise that
they have personal problems that
could interfere with work.

International Business Ma-

chines Inc. of Armonk, N.Y.,

hopes to override these concerns
with an easy-to-read, colorful
guide about its EAP that was
mailed to 185,000 employees' and
retirees' homes.

The guide runs crayon-colored
drawings and composite "testi-
monials" alongside short sec-
tions of basic information about

the EAP.

To prepare the composite testi-
monials, the writers compiled

Americans paid over $735 billion for
health cair last >ear About $145 billion wis
for unneeded tests and treatment alone

l'ortunately, thein is a way to luluce this
dangemus waste and have quality care at
tlie same time It's called mmuged carr
It rangef from preventive medicine to
helpmg you niake smdrter health care
c hoices And it Can make Aeeing the
doctor more affordable for everyone
1, find out moir, call 1 800 AMINA HC

for a free copy of our brochure,
The Manage<] Care Solution
Aetna A policy to do more

comments from surveyed partici-
pants and then combined many
different comments on similar

themes.

"We wanted to create a warm-

lookingdocument, andwe
wanted the information to be

easy to find," said Barbara L.
Bickerman, program administra-
tor for personnel communica-
tions.

The drawings and testimonials
were used to draw readers into

the booklet by showing the range
of people who benefit from an
EAP.

Ms. Bickerman collaborated on

the project-which won an
Award of Excellence in the spe-
cial projects category of Business
Insurance's 1992 Employee Ben-
efits Communication Awards-

with Cindy Drankowski, well-
ness programs administrator at
IBM. The two women developed
the text and concept for a 20-
page booklet, which a design
firm then put together.

IBM's entry, which cost
$181,000 to produce, was the
only one to win an award this

year the did not require the help
of a consultant.

IBM thought mailing the book-
let to employees' homes would
make it more personal. This tac-
tic also ensured family members
would see it and extended its

"shelf life" as a resource guide, a
spokesman said.

-By Eileen P. Gunn

Report compiles
benefit changes

NEWARK, N.J.-Sometimes
employees need a single docu-
ment to tie together the flurry of
health care and benefits infor-

mation they receive throughout
the year by way of newsletters,
brochures and update reports.

To meet this need, Public Ser-
vice Electric & Gas Co. in New-

ark, N.J., releases an annual re-
port summarizing benefit
changes that have already been
made, previewing upcoming
changes and illustrating com-
pany spending on benefits.

The annual report, which is
produced for about $40,000 by
Hewitt Associates in Bedminst-

er, N.J., has a design similar to
the company's newsletter: short
blocks of information inter-

spersed with pulled quotes,
graphs and cartoons.

"Our objective is always to
give employees a sense of the big
picture of everything else we
send out during the year," said
Richard D. Quinn III, benefits
planning manager for the utility.

The report, which won an
Award of Excellence for special
projects in the Business Insur-
ance Employee Benefits Commu-
nication Awards, stresses per-
sonal involvement and

individual responsibility by the
ernployees.

"We'll give them the tools and
help them, but they have to make
the decisions," he said.

Since the utility issued its first
annual report in 1990, enroll-
ment in flexible spending ac-
counts has gone up 50% and
union workers' use of the em-

ployee savings plan has in-
creased 20%. It has received

"positive feedback" from union
organizers and from workers.

"Our communication efforts

have facilitated the unions' com-

munication to their members,"
said Mr. Quinn.

-By Eileen P. Gunn
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AND BID BON DS

ECS Underwriting/Reliance National
..

Our Service Is Growing by Leap s
and Bonds.

New environmental bid and performance bonds from ECS
Underwriting/Reliance National. At ECS, service to our clients has
always outpaced the competition. It's our job to listen and respond to
client needs. So ... when ECS heard how important bonds were in
pursuing and performing environmental contracts, we went to work.
Now ECS proudly announces yet another expansion of our portfolio
of insurance products -- the fast, straightforward issuance of bid and
performance bonds for the environmental marketplace. So anytime
our clients are out to win a project, they can obtain the bonds they
need to get in the running and get the job done. Without wasting time
or waiting anxiously for action. Look into environmental bid and

performance bonds by calling (800) ECS-1414 -- then leap for
the kind of service that can helpyour business grow. Only from
ECS Underwriting.

THE CHOICE

ECS Reliance National

Underwriting,
Inc.

An ECS Cculip,iny

Environmental i,wurance protection for Wortawiae inatwtg.

OFFERING: Bid Bonds, Performance Bonds. SERVICING: Environmental Contractors, Environmental Consultants.

One Ewt Uwablan Avenue, Suite 300, Exton, PA 19341. Or call (800) ECS-1414 (In PA (215) 269-6731 ), FAX (215) 524-5354.

This program is underwritten by United Pacific Insurance Company, Philadelphia, PA, a member ofthe Reliance Insurance Grnup.
92-11„RONI)-10/12 ©1992
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Newsletter increases perceived value of benefits
By EILEEN P. GUNN

ROWAYTON, Conn.-Even

though enrollment in its flexible
benefits program was 100%, Dura-
cell International Inc. wanted to

"market" the plan to in-
crease its perceived value to ....
employees.

This was one objective behind a
benefits newsletter, "Duracell and
You," the company began sending
to employees' homes in the fall of
1990.

The company also wanted the
newsletter to help employees plan
their 1991 options within the flexi-
ble benefits plan, which had been
newly adopted that year.

To do all this, Duracell and con-

sultant Hewitt Associates in

Rowayton, Conn., needed a way to
catch and hold the attention of a

diverse employee population.
"We're working with an audi-

ence that includes scientists, em-

BENEFITS NEWSLETTER ....

ployees at manufacturing facilities,
a sales force and corporate ern-
ployees," explained Meg Glendon,
a training manager at Duracell
who was manager of employee
benefits services when the newslet-

ter was produced. "We had to ask
ourselves, 'How can we inform the
most people in an effective way?' "

The newsletters worked so well

that Duracell used them again to
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WE CAN HELP YOU GET THERE QUICKLY, SAFELY AND EASILY.

0 NorthlandInsurance Companies
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announce changes to its flex plan
in 1992. Four mailings went out to
the company's 4,000 employees in
September and October to prepare
them for upcoming meetings and to
introduce to them a new computer
enrollment process.

The Duracell newsletters also

caught the attention of judges, who
awarded it Best of Show in the

benefits newsletter category of
Business Insurance's 1992 Em-

ployee Benefits Communication
Awards.

The four-page newsletter, which
cost $67,000 for four issues, fea-
tured blocks of text set against and
around graphics in soft shades of
blue, purple and pink.

"We consciously used high pro-
duction values and graphics to cre-
ate something that was more invit-
ing than straight-running text,"
said Kelley Haslun of Hewitt.

Each 1992 issue had a separate
purpose. The first reviewed the flex
plan that had been introduced the
year before, and summarized addi-
tions and changes in the 1992 plan.
Two issues focused on specific as-
pects of the program like flexible
spending accounts or health care
coverage options. The fourth issue
reviewed "Duracell Direct," a

computer program that would
allow employees to model different
benefit combinations.

"(The newsletter) is intended to
give employees a preview of the
benefit plan so they will have an
idea of what will happen and what
will be talked about at employee
meetings," Ms. Glendon said.

Many employees said the pre-
view helped them get more out of
the meetings, she said. "They could
pay attention to details rather than
worrying about what's new, what's
next," she explained.

Employee meetings also ran
smoother and training sessions
were more effective because em-

ployees prepared questions in ad-
vance, Ms. Glendon said.

Duracell had the same challenge
as other companies developing flex
plans: to make sure employees un-
derstand what is being offered,
how the plan works and how to
best take advantage of it.

For instance, employees had to
be made aware that flexible spend-
ing account options would reduce
their taxable income. And, they
had to be told that money left in
the account at year-end would be
forfeited.

A newsletter is a "quick and
painless" way to make sure em-
ployees' families know of benefit
plan changes, explained Ms. Glen-
don. "It encourages people to take
the time to reference the employee
booklet where there is more detail

because they know what they're
looking for."

The letters were mailed to em-

ployees' homes to "underscore
their importance," but also because
they were "a vehicle to share with
the family. . .and to keep as a ref-
erence," said Ms. Glendon.

Partly due to employee requests,
"Duracell and You" was used for

1993 enrollment and will be used

for 1994, as well. "A pattern is

evolving where people like the
newsletter as a means of communi-

cation," she said.
Ms. Glendon and Ms. Haslun

agreed that while the block text
format is effective and should re-

main the same, a different look

each year keeps readers interested.
"The visuals are evolving," said

Ms. Haslun. "We try to change the
graphic design to keep it fresh and
interesting." I



Making the wrong assumption could cost you the
battle. For instance, most buyers assume there's nothing
anyone can do to battle rising workers compensation
costs. Liberty Mutual customers know that's riot tho tuth.

Liberty's answer to controlling workers compensa-
tion costs is a unique six-step program we call the Con-·
tiriuum of Care. An approach that better manages your
claim costs. From pre-accident consulting to disability
management, it uses proven methods to reduce or even
eliminate costs.

How?

Liberty has over 80 years of experience gathered into
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one of the industry's most comprehensive databases. A
powerful tool that has allowed Liberty to pioneer new loss
prevention techniques and develop cost-effective treat-
ment protocols for workplace injuries. With it, we're better
able to identify what's a legitimate clairri and what isn't.

The Continuum of Care will work for you regardless
of the way you pay for your workers compensation costs.
So there's no reason to surrender to the high cost of
workers compensation. Call
your Liberty Mutual office a-
today. And find out more
about Continuum of Care. LIBERTY 
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IF YOU THINK HIGH TECHNOLOGY REQUIRES INNOVATION,

IMAGINE INSURING IT. Advanced scientific disciplines like solar cell technology and genetic

engineering are exploding with possibilities. Andfmught with hidden risks. The professionals at AIG Companies who

underwrite these and other specialty risks possess a much-sought-after talent: the ability to evaluate the unknown and
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assess businesses on the cutting edge of technology. Over the years we've developed the necessary mtional skills and

intuitive talents to a degree most others have not. It'spart of why AIG is aglobal organization knownfor its innovative

insurance solutions. Particularly when dealing with endeavors as complex as capturing the energy of the sun.

{f WORLD LEADERS IN INSURANCE AND FINANCIAL SERVICES.
American International Group, Inc., Dept A, 70 Pine Street, New York, NY 10270.
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Newsletter makes enlightened consumers ,j, i
PITI'SBURGH-Duquesne Light

Co. wanted to turn its employees
into well-informed health care

consumers, but knew the employ-
ees had no time to wade through
long tracts.

So the utility, aided by Hewitt
Associates, devised a quarterly
newsletter full of concise informa-

tion blocks and bold graphics to
"capture employees' interest for a
short time, but get the message
across," said Ruth Reed, director of
benefits.

Rather than inundate employees
with information, Duquesne set
out to "communicate a statement

that would stay with them," Ms.
Reed said.

The newsletter also stayed with
the judges, who gave the newslet-
ter an Award of Excellence in the

newsletter category of the 1992
Business Insurance Employee Ben-
efits Communication Awards.

Supplementing the quarterly
newsletter are editions that recap
important aspects of its benefit
package and emphasize upcoming
changes before employees enroll
for the following year.

At a total cost of $243,000 last
year, the newsletter reaches 4,300
employees and retirees.

With the newsletter, employees
are "more aware of what their

benefits are," said Ms. Reed, "and
more aware of the whole health
care issue."

For example, she noted that em-
ployees are looking into generic
drugs for the first time and are
scrutinizing bills more carefully.

-By Eileen P. Gunn
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A dental plan should Le designed
to save more tan teet.
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1-/elta Dental brings more smiles to more employers than any other plan. Not just in
terms of how it affects employee morale. But in how it affects a company's 6ottom
line. 0 Unlike insurers who provide dental coverage as part of a pac|2age of benefits,
Delta Dental is tlie only major company specializing in dental programs. We invented

them. Pioneered them. AndPerfected them. E Our unique three-point system of cost
management features, plan design flexil,ility and 106,000 dental offices in the nation's
largest participating network enabled us, last year alone, to save our groups and su6-
scribers over $300 million. 0 It's a program only Delta Dental offers. That's why we
now cover more than 22 million people in 28,000 groups and pay more than $2 bill1On

a year for dental care. To learn more about how your group can benefit from Delta
Dental, call 1-800-441-3434. 6.Delta Dental

America's Imderin Dental Health Plans

Enrollment

kit gives
employees
the whole
enchilada

By MICHAEL SCHACHNER

PURCHASE, N.Y.-When Pep-
siCo Inc. last year developed a
new multi-option benefit pro-
gram that Taco Bell franchises
could customize for their em-

ployees, it wanted a communica-
tions package as zesty as its
menu.

To persuade franchisees to
offer the new benefits program
and to encourage employee en-

MULTI-

... SUBJECT BOOKLET ...

rollment, PepsiCo's benefits
communication staff decided
that an information folder

packed with lively copy, brilliant
colors and Southwestern images
would grab the intended audi-
ence's attention.

And, it appears to be working.
Communication of the "Taco
Benefits" program, which gave
franchise owners the opportunity
to provide employees with a set
of four core benefits as well as

any of four auxiliary benefits
they wish to include, has been a
great success.

Under the multi-option benefit
plan, which is similar to a flexi-
ble benefits program, the fran-
chise selects which options will
be made available to its employ-
ees.

For 1992, 90% of the com-
pany's franchise owners are of-
fering the new program to em-
ployees and more than 60% of
eligible employees have enrolled.

The enrollment package, which
was mailed to approximately 300
Taco Bell franchise owners last
October and was also hand deli-

vered to more than 3,000 eligible
employees during plan enroll-
ment meetings, is a bright,
bouncy explanation of the com-
pany's new benefit plan.

Much of the package's wording
is based on Taco Bell's marketing
vocabulary and images of old
Mexico and the Southwest.

Throughout the package, readers
regularly come across references
to "blazing trails," "crossing the
border," "the whole enchilada"
and "healthy menus."

It's also designed to be as
pleasing to the eye as a freshly
prepared taco or burrito.

Bold colors and illustrations of

cacti and chili peppers jazz up
the materials.

It was this combination of

phrases and images-as well as
the package's design, which
allows franchises to customize

the package to explain only those
benefits they offer-that gar-
nered the "Taco Benefits" com-
munication effort the Best of

Show award in the multi-subject
booklet category of BI's Em-
ployee Benefits Communication
Awards.

"To communicate our new

Continued on page 16





Whole enchilada
Continued from page 14
program, we looked for something
attractive and in the desert motif,"
said Lorna Mackey, manager-ben-
efits communication with Pur-

chase, N.Y.-based PepsiCo, the
parent company of Taco Bell.

"Our audience is mostly youn-
ger people with only a high school
education or maybe a year or two
of college. So we wanted some-
thing with broad appeal that was
colorful and would hold someone's

interest," she said.
The packet was put together by

Dungan Communications Re-
sources of Chevy Chase, Md.

Vicki Dungan, the company's
president, has completed several
other communications projects for
PepsiCo. She said the Taco Bell
project was a challenge because it
had to be both exciting and adapt-
able to allow individual franchise
owners to include only the infor-
mation about benefits they wanted
to offer.

"We had to put something in
place that would both sell owners
on the value of buying into the
program and would also convey to
employees the value of the benefits
and their value to the company,"
said Ms. Dungan.

The cover picture of the three-
paneled enrollment package fea-
tures an over-stuffed taco float-

ing above a cactus plant and
Southwestern designs.

On the inside of the cover is a

general explanation of the new
trails Taco Bell and PepsiCo blazed
by offering employees the choice of
signing up for certain benefits.

The cover inside also explains
that the benefits are actually being
provided by FRANMAC, the Taco
Bell Franchise Management Advi-
sory Council, which is composed of
franchisees. PepsiCo helped
FRANMAC design the program
and directed communication of the
benefits.

In the center of the foldout, a
taco-shaped pocket holds individ-
ual cards that explain only the
benefits a franchise has chosen to

offer its employees.
All packets come with an ex-

planation card of the plan's four
core benefits: insured medical ben-

efits through Aetna Life & Ca-
sualty Co.; vision and hearing ben-
efits; life and accident coverage;
and legal benefits through Hyatt
Legal Plans Inc.

Franchise owners wishing to
offer employees additional bene-
fits can insert cards on four op-
tions: dental coverage; disability
insurance; a guaranteed student
loan program; and a program that
provides employees with discounts
on aut6mobile purchases.

On the inside of the back panel
is a reminder to employees to
"Order at the Border." It tells the

reader to look carefully at all in-
serts, to place their order and to do
it on time.

"This is probably the biggest hit
of my career," said Ms. Mackey.
"Nothing we have done before has
captured this much attention. The
employees like it and the franchise
owners love it. We're very pleased
with the results. It was a first-class

effort by all involved."
Ms. Mackey said the enrollment

package project, which targeted
franchise owners, their managers,
assistant managers and other full-
time workers, was produced in
conjunction with a rap music video
and slide presentation (see story,
page 23).

The cost of the project, includ-
ing consulting fees, production and
distribution costs, was about
$60,000. •

... Employee Benefits Communication Awards ...

Company finds smaller benefit book easier to swallow
SALT LAKE CITY-Employ-

ees at Intermountain Health Care

are finding it much easier to ob-
tain benefits information now

that a 240-page explanation of
their benefits has been replaced
by a packet of smaller specia-
lized booklets.

Last fall, the Salt Lake City-
based non-profit health care sys-
tem, which has 17,800 employees
in Utah, Idaho and Wyoming, re-
focused its existing benefits
communications book into nine

individual booklets, none of
which is more than 71 pages.

Now employees who want in-
formation on their group medical
benefits, for example, can turn to
a specific booklet rather than
paging through the old book in

search of the subject, explained
Andrea Davis, Intermountain's
human resource specialist in
charge of communications.

The new nine-volume commu-

nications packet, which fits into
an accompanying box, contains
booklets on: general informa-
tion; a summary of benefits; the
company's flexible benefits plan;
medical benefits; dental benefits;
reimbursement accounts; life in-
surance; long-term disability;
and the company's retirement
program.

"After conducting a survey last
year, we realized that our peo-
ple simply weren't reading the
old book. It was just too big,"
said Ms. Davis, who coordinated
the in-house project.

'We realized that our

people simply weren't
reading the old book.
It was just too big,'

says Ms. Davis.

The new, multi-colored packet
earned Intermountain an Award

of Excellence in the multi-sub-

ject booklet category of the 1992
Business Insurance Employee
Benefits Communication Awards

competition.
Not only is the new packet of

benefits materials easier to un-
derstand, it is also easier for the

company to revise.
"Now when we make benefits

revisions, which happens almost
every year, we don't have to re-
vise an entire 240-page book and
redistribute it," Ms. Davis said.

The entire project cost about
$6.60 per packet of nine booklets
based on a run of 20,000 packets.

According to Ms. Davis, the
communication project will pay
for itself within three years.

"We were spending about $3
per employee each year to revise
the old book. We should be able

to recoup our costs in two to
three years," she said.

The new booklets were printed
by Jackson Printing Co. of Salt
Lake City.

-By Michael Schachner

It's hard to find the responsiveness you need
with some case management services.
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Employees star in 401(k) communication
By SARA J. HARTY

ST. LOUIS-Big changes in Ral-
ston Purina Co.'s 401(k) plan called
for a big communications push.

Eight of every 10 eligible employ-
ees participate in the retirement
savings plan. So when Ralston
Purina decided to change
record keepers and add new ....
investment options, it
wanted to assure employees that
their savings would not be adversely
affected, said Carl Londe, manager
of employee benefit planning and
communication.

The video and an accompanying
informational packet for employees
earned the St. Louis-based company
a Best of Show award in the multi-

media program category of the 1992
Business Insurance Employee Bene-
fits Communication Awards compe-
tition.

Vanguard Group, the mutual fund
company that Ralston chose as its
new record keeper, helped produce
the materials.

MULTI-MEDIA PROGRAM ....

"We really let Ralston identify
what their objective was," said Chip
Weldon, manager of institutional
communication services at Van-

guard, which is based in Wayne, Pa.
Ralston Purina decided to limit

the role that the video would play.
Rather than using it to explain all
the details of the 401(k) plan, Mr.

Weldon said the company used the
video to convey a simple message:
"It's to the employees' advantage
to participate in the plan, there are
eight investment selections and
there is an 800 nunnber there to

support employees with questions."
The accompanying information

packet contained more in-depth
plan information.

Ralston Purina employees who
participated in the filming of the
video received "absolutely zero
scripting," Mr. Weldon said. "We
took pains in preventing them from
knowing what was about to hap-
pen. We wanted genuine reaction."

The spontaneity shows. Early in
the video, a group of employees are
given a choice between watching

Clients appreciate the speed and efficiency of
this CNA case management team.

On December 12th, the wife of a terminally ill patient called.
She was concerned that an extension of his hospital stay
wouldn't be approved and that she couldn't take care of him
at home. I called CNA' s case management people that same day.
The same evening a nurse arrived. She comforted the
patient' s wife by assuring her she would take care of his
needs personally in dealing with the approvals. It' s great
to see how efficiently CNA' s Case Management System works.

Yaurs truly,

Diane Laanpe
Group Department Manager, The Duncan Insurance Office, Inc

Insurance companies can make pmmises, but ifs the people
who keep the commitments.And the people on CNAs case
management team, like Nancy Hicks, Robin Nash, Sally
Wallin, Bill Kettlewell and Breneda Williams understand
the importance of responding promptly They know that
this kind of responsiveness makes the difference between
a policy and an effective employee benefits program.

Benefits managers and employees across the country

have written to thank our staff for their responsiveness, fled-
bility in designing the right plan, cost containment efforts,
and even more importantlytheir compassion and courtesy

Ifs thededicationand commitment of our people
that have helped the CNA Insurance Companies become
one of the leading goupbenefits insurers.

For more information, call your independent agent
or broker oryour CNA representative

CNA
For All the Commitments You Make®

Group Benefits from CNA: Life & Health · AD&[) · Vision · 6ental• LID · Pensions · Long Term Care · Managed Care · Coverages are underwritten
by Continental Assurance Company and Continental Casualty Company, two of the CNA Insurance Companies/(DNA Plaza/Chicago, IL 60685.

one of several popular movies and
watching Ralston Purina's video-
"Saving for Your Retirement." One
man explains, at considerable
length, that he chose "Batman" over
"Saving for Your Retirement"
chiefly because he knew Kim Ba-
singer starred in "Batman" and he
doubted the actress had a role in

the company video.
"You can't write lines like those,"

said Ralston's Mr. Londe.

The video amounts to 11 minutes

of humorous education. Employees
watch as nearly half a million dol-
lars is dumped out of bank bags
onto the table in front of them. They
are each asked to guess the amount
of money on the table, and then to
guess how much they could accu-
mulate if they began to contribute
6% of their income to the 401(k)

savings plan-an amount that Ral-
ston matches dollar for dollar-and

kept doing so for 35 years.
No one, of course, guesses that

given a certain income level they
could save roughly the amount of
money on the table.

Later in the video, other employ-
ees play a game of miniature golf
that demonstrates how a wise inves-

tor makes a variety of investments,
some risky, some relatively safe.

The number of golf balls that each
employee received was proportion-
ate to the years left to retirement.
An employee in her 20s received five
balls, while another in his 505 re-
ceived only two balls.

There were three different holes

on the course. One, representing a
low-risk 401(k) investment-fun-
neled the ball to the hole; another
involved a more or less straight shot
-medium risk; a third required the
golfer to get past a windmill barrier
-high risk.

Sinking a high-risk shot earned
the golfer 10 times the investment;
a medium-risk shot was worth five

times the investment; and a low-risk
shot two times the investment.

The video also reminded employ-
ees that they had already received
a packet of detailed information on
the plan.

"(The packet) is an important
piece of the overall program," said
Caroline Churchill, director of com-
munication services at Vanguard
and a member of the team that put
the printed materials together. "It's
what stays in people's hands as
something they can use as a refer-
ence tool in the months ahead."

Designed to guide employees
through the new 401(k) investment
options and other plan changes, th€
packet goes into far more detail than
the video. New investment options
are compared to old ones, and em-
ployees are told how to use the toll-
free number to check balances or

change investments.
Also included in the book are an

investment guide and details on the
available investment funds.

Neither Vanguard nor Ralston-
Purina would break out the costs

of the communications program.
That cost was included in the

one-time fee that Vanguard charges
for trustee, record keeping and com-
munication services, Mr. Londe said.
"That one fee is certainly less than
what we paid before just for record
keeping services."

Employee response has been "very
positive," Mr. Londe said, though
it's too early to know whether the
program will achieve one of its sec-
ondary goals: increasing employee
participation in the already popular
plan. Employees "have always indi-
cated that the Savings Investment
Plan is one of the most appreciated
benefits."
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Exxon turns to sizzling colors
in health plan booklet design

By MEG FLETCHER

IRVING, Texas-Exxon Corp.
wanted its new medical plan
booklet to do more than ex- ....

plain several major plan
changes.

Exxon wanted to establish a

new look with the booklet that

could also be used to enliven
communications about other em-

SINGLE SUBJECT BOOKLET

ployee benefits in addition to
educating employees about the

The latest breakthroughs in health care programs
were developed by people

who've never set foot in a laboratory.
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In creating our broadest spectrum of health care plans eyer, we went to the people most

qualified to diagnose what employers need in a health program: Benefits Managers.

Together, we have developed a system that offers everything from indemnity to HMOs,

including dental and psychiatric: The Prudential Health Care System.®

Thanks to Benefits Managers, it's just what the doctor ordered. For more information about

The Prudential Health Care System, please write to: John A. Selby, Prudential Group Department,

56 Livingston Ave., Roseland, NJ 07068-1790.

© 1992 The Prudential Insurance Company of America.

Theprudential <
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nation's health care crisis.

The oil giant wasted little time.
On the front cover of its medical

plan booklet is a brightly
colored graphic-a wheel of
comet-like tails in seven

different colors swirling around
a gray center-intended to illus-
trate the company's seven bene-
fit programs.

Vivid colors pervade the 20-
page book. Deep blue bars run
vertically along the outer edge of
each left-facing page and hori-
zontally across the center of all
pages. Contrasting boxes of
fuchsia, teal and gray scattered
throughout the booklet contain
bits of information. Example:
46% of all employees covered by
U.S. employer-sponsored plans
were enrolled in managed care
plans.

Graphic icons like telephones
and a calendar page are used to
catch the reader's eye.

In addition to setting a com-
munication style, a more imme-
diate goal of the booklet was to
introduce a new mental health

preferred provider organization
and to let employees know that it
was consolidating two different
medical plans into one new plan
for most coverages as of May 1.

The colorful and comprehen-
sive approach helped Exxon win
the Best of Show award in the

single subject booklets category
of Business Insurance's 1992

Employee Benefits Communica-
tion Awards competition.

Oil companies generally have
been slower than companies in
other industries to use bold

colors and graphic icons to pres-
ent benefits material, said Mike
Paolucci, an account manager at
Hewitt Associates, who con-
sulted on the booklet.

Most of Exxon's materials had

previously been done in black
and white. "It was difficult to

distinguish one plan from an-
other," Mr. Paolucci said.

Exxon did not use colors just
to grab attention. The color
wheel was designed to have
long-lasting importance across
the range of its seven different
benefit programs.

The wheel was conceived with

seven colors-blue, red, yellow,
fuchsia, teal, purple and orange
-because planners thought that
specialists for each of the seven
different types of company bene-
fits may want to use color con-
sistently in their materials.

"It serves as a stepping off
point for benefit communica-
tors," said Paula Mendenhall,
Exxon's benefits specialist.
Since the medical plan booklet
was published, an Exxon thrift
plan booklet adopted teal as its
primary color while red was used
to convey some Medicare supple-
mentary insurance information.

"It helps each plan to have an
identity, but still be part of a
family of benefit programs," said
Rhonda Newman, Hewitt's pro-
duction manager on the project.

The materials were designed to
be appropriate for a range of em-
ployees-from oil refinery tech-
nicians with high school di-
plomas to senior managers with
graduate degrees.

The company "wanted to give
them the facts without coming
across too 'salesy' or with too

Continued on page 20
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We Know You Need to Budget
for Your Risk Management Program.

Crawford offers you these options for claims administration:

1. Flat rate lifetime pricing

2. Cost-plus pricing

3. Multi-year flat rate pricing

4. Tailored pricing for dedicated account service

Call today to discover the benefits of each of these options as they
might apply to your risk management program.

Barry LaReur
Vice President, Sales/Marketing
(404) 256-0830

Crawford
CRAWFORD & COMPANY

RISK MANAGEMENT SERVICES

Crawford & Company • 5620 Glenridge Drive, N.E. (Zip 30342) • RO. Box 5047 • Atlanta, GA 30302
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Exxon booklet
Continued from page 18
much fluff," Mr. Paolucci said.

A chart was used to clearly
describe coverage under the old
plans vs. the new plans, which
frequently adopted the most
comprehensive coverage option
offered by the two previous
plans. The chart also outlined
advantages of the plan consoli-
dation.

A challenge in writing the
booklet was that only about half
the people were familiar with
PPOs, Ms. Mendenhall said.

Again, charts were used. Two
colorful flow charts emphasize
the differences in operation of an
optional preferred provider or-
ganizations for medical care and
a new, mandatory PPO for all
mental health care. The flow

charts emphasized that while the
medical PPO required pre-certi-
fication for only inpatient treat-
ment, the mental health PPO re-

quired it for both inpatient and
outpatient care.

Though restrictions in mental
health coverage affected compar-
atively few employees, "it is a
sensitive issue for those af-

fected," according to Ms. Men-
denhall. I

... Employee Benefits Communication Awards ...

Using a single guide simplifies flex plan communication
NEW YORK-The Equitable

Life Assurance Society of the
United States has adopted a
more streamlined approach to
communicating changes in its
flexible benefits program.

The new format for its

"Choice" flex plan enrollment
guide is a combined booklet/
folder that describes the plan
changes and contains pockets to
hold inserts on specific flex plan
options. The new booklet re-
places several laminated books
that separately described indi-
vidual plan options, said Eileen
Maraldo, director of welfare
benefit plans for the New York-
based insurer.

The Choice guide describes
dental, medical, vision and dis-
ability income coverage and con-
tains an insert for certain em-

ployees eligible for a spending
account for unreimbursed medi-

cal expenses. The guide also in-
cludes an enrollment form.

The Choice guide adopted a
new color scheme of taupe, beige
and indigo blue. A graphic icon
of an accent mark in gold enliv-
ens the cover and is repeated
throughout the material in dif-

ferent colors.

"We were not looking for a
flashy look but a more under-
stated, clean-lined, simple look
in keeping with our manage-
ment's conservative outlook,"
Ms. Maraldo said.

The enrollment guide, deve-
loped with assistance from Buck
Consultants Inc. in Secaucus,
N.J., received an Award of Ex-

cellence in the single-subject
booklet category of Business In-
surance 's 1992 Employee Bene-
fits Communication Awards

competition.
Equitable's aim in adopting

the new communication ap-
proach was to inform approxi-
mately 15,000 employees at
about 100 locations that the

company was introducing
CIGNA Corp.'s managed care
network for both medical and

dental benefits. Health mainte-

nance organization options were
being eliminated, except in loca-
tions where a CIGNA network

provider was not available.
In addition, employees had the

option of choosing the Equitable
Health Plan for group medical
care, which offered the same

benefits as the CIGNA plans but
required different contributions,
deductibles and out-of-pocket
amounts.

"Equitable wanted partici-
pants to make the best informed
choice for themselves," Ms.
Maraldo said. "By and large, it
was a fairly smooth transition,"
despite Equitable canceling 30 of
40 HMOs, she added.

-By Meg Fletcher

Booklet explains investment hows, whys
OAKLAND, Calif.-Kaiser

Permanente Medical Care Pro-

gram wants its employees to
know that the company will help
them build a retirement "nest

egg" but they will have to indi-
vidually decide just how to in-
vest it.

Last November, the Oakland,
Calif.-based health care firm

launched a communications

campaign to inform 88,000 non-
physician employees nationwide
that it was adding three new in-

A BRIEF MESSAGE ABOUT INSURANCE

PLACEMENTS FOR

• Security Guards,

• Patrol Services,

• Detective Agencies,

• Armored Car Service,

• Alarm Monitoring and

• Alarm Installation

C

For more than a decade CoverX Corporation has
continuously provided a stable insurance product
for the Security Industry. During that time many
companies and agencies professing to
"specialize" in this industry have come and gone.
In today's difficult insurance marketplace most
are simply gone. COVERX CORPORATION IS
STILL HERE, providing that industry with custom
tailored GENERAL LIABILITY AND

PROFESSIONAL LIABILITY.

I f you have current or potential clients in the security industry whose long range interests lie in
obtaining a quality insurance product in a stable market then you owe them a CoverX quotation.

For further information or applications call or write...

COVER  CORPORATION
P.O. Box 5096, Southfield, Michigan 48086

Telephone: (313) 358-4010
Facsimile: (313) 358-2459

vestment options to its tax-de-
ferred retirement plans.

While their only option had
been guaranteed investment con-
tracts, employees can now choose
from GICs, a money market fund,
a stock-and-bond fund and a

stock-only fund.

The time was right because
GICs worth $65 million were ex-
piring-though trouble-free-
and company officials hoped em-
ployees would consider some of
the new options, said Ellen Can-
ter, the director of retirement

plans administration.
In "a very different approach,"

the company moderated its
"knee-jerk" reaction against de-
scribing the advantages of
stocks, which are more volatile
than other, lower-risk invest-
ments.

The company emphasized that
conservative investments could

be risky too, if they did not pro-
vide a retiree with enough in-
come, Ms. Canter explained.

Four of the company's 12 re-
gional employee benefit manag-
ers and a consultant from Wil-
liam M. Mercer Inc. in San

Francisco helped develop the
materials.

The program, called "Teaming
Up For the Future," resulted in
employees transferring $28 mil-
lion of the $65 million in expir-
ing GICs to more aggressive
funds, like the stock fund, Ms.
Canter said.

Even though stocks have not
fared well this year, few if any
employees have blamed the com-
pany, she said.

One advantage to offering
more investment options is that
by doing so companies can trans-
fer investment risk to employees.

Communication materials for

the program netted Kaiser Per-
manente an Award of Excellence

in the single subject booklet cat-
egory of the 1992 Business Insur-

ance Employee Benefits Commu-
nications Awards competition.

All employees received a bro-
chure announcing the new in-
vestment choices. A few days
later, they received a detailed
brochure and a personalized let-
ter with individual account bal-

ances.

-By Meg Fletcher

ACCIDENT
REDUCTION

SYSTEM
Cost-Effective Solutions

for Costly Problems
Accident reduction can be viewed as the first and best step in

avoiding the financial blows of the workers comp crisis.
Knowing where to look for problems-and finding cost-

effective solutions to them-requires innovative approaches

and an ability to treat each situation objectively.

Ours is a systematic approach involving the application of proven loss
control techniques in a customized manner. Workable solutions then

are developed with the intention that they will pay for themselves.

For more information on reducing your workplace exposures:
Call Jim Sybert at

5 (800) 723.3890
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Cracking the case of the confusing retirement plan
By DEBORAH SHALOWITZ

PASADENA, Calif.-The de-
tective's phone rings. Big Ray
needs help. He has to choose a
retirement plan. Fast.

"I thought to myself, 'How
hard can it be to pick a retire-
ment plan?' Eeny, meeny, miney,
moe," says Big Ray's detective
friend.

The audio continues: "But Ray
said it wasn't that easy. There
were lots of facts and figures to
know about. And, if that wasn't
bad enough, it was all explained
in some strange gil)berish. Words
like non-contributory and de-
fined benefits. Defined? Unde-
fined? It sounded like English,

\ 9.e i. '
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but what did it mean?" ....
Dressed in a trench

coat, hat cocked over one bushy
eyebrow, the 194Os-style detec-
tive ponders these and other
mysteries in a video on retire-
ment options produced by the
Los Angeles County Employees

D

AUDIO-VISUAL PRESENTATION

Retirement Assn.

"Investigating Your Retire-
ment Plan," a 151/2-minute video
that parodies the Philip Mar-
lowe/Sam Spade-type detective
stories, captured a Best of Show

LL

.... award for audio-video in

the Business Insurance
1992 Employee Benefits Commu-
nication Awards competition.

The detective, who moves
through scenery using simple an-
imation, discovers that safety
personnel, such as police, fire-

SUCCESSFULPERFORMANCES
REQUIRE A DELICATE BALANCE BETWEEN

STRENGTH AND FLEXIBILITY

Col In today's uncertain environment, respond to your client's exact needs. And our strategically
-IIi you need an insurance company that's located offices allow us to respond to regional opportunities

financially stable. with local solutions.

1T-031/ And you need acompanythatbalances If your clients are looking for reliable coverage from a

 its strength with flexibility. company they can depend on, consider that 1kans-General
That company is Trans-General. is the subsidiary of a multi-billion-dollar firm with an excellent

Our current financial portfolio consists of highly liquid Standard and Poor's rating. And 50 years' experience in
investments that achieve attractive returns. All are rated AA employee benefits design and delivery.
or higher.

Our flexible approach to underwriting allows us to For more information, call 1.800-328-5433.

VEP TRANS,GENERAL
LIFE AND CASUALTY GROUP, INC.
A VERITUS COMPANY

Atlanta • BaltimoreSashington• Cincinnati • Dallas • Indianapolis • Newport Beach • Pittsburgh • Salt Lake City

fighters and lifeguards, are eligi-
ble for only one retirement plan,
which is contributory. Other
county employees, such as
judges, administrators and
clerks, can choose between two
retirement plans-one contribu-
tory and one non-contributory.

With approximately 500 new
hires per month throughout Los
Angeles County, LACERA per-
sonnel found they could not per-
sonally explain the retirement
plans to each employee, said Syl-
via Miller, LACERA section
manager for disability retire-
ment.

"If we can't be there, let's give
them second best-and that
would be a video," she said.

So, copies of the video were
sent to 50 LACERA offices
throughout the county, Ms.
Miller said. All new hires watch
the video, as can other employees
by request.

The still-figure format was
chosen primarily for financial
reasons, said Rebecca Ayers, vp
in charge of video production for
Sheppard Associates, the Glen-
dale, Calif.-based communica-
tions and consulting firm that
worked with LACERA on the
project.

"We knew that they didn't
have the money for full-blown
animation," Ms. Ayers noted.

Instead, the detective was
drawn by an artist on paper and
then scanned into a computer,
she explained. Then the figure
is manipulated through the com-
puter. For example, while his
square chin doesn't quiver, the
detective's blue eyes shift from
side to side at times and turn
into twirling black stars when he
is overwhelmed.

"It's a lot faster and cheaper
than drawing it on the computer
itself," Ms. Ayers explained.

Background scenes are single
frarnes of real scenes shot by a
video camera, Ms. Ayers said.
The scenes were touched up by
the computer to serve the story-
line.

The video is chock-full of de-
tails-it covers plan contribu-
tions, cost-of-living adjustments,
dental and vision benefits, eligi-
bility for post-retirement medi-
cal, long-term disability bene-
fits, maximum retirement
payments, retirement payment
eligibility, survivor benefits and
vesting periods.

However, the storyline and
tongue-in-cheek approach keep
the viewer's interest throughout
the lengthy presentation.

For example, at one point the
detective is in his car and sees a

car with the license plate
"FMFDORP." That stands for
"Follow Me for Differences of
Retirement Plans," he explains.

The "FMFDORP-mobile" leads
the detective to a theatre, with a
lighted marquis reading
"FACTS. . .Boring, but Neces-
sary!"

"I give a lot of credit to the
people that head up" LACERA,
Ms. Ayers said. "There are not
very many people that will take a
risk with something as important
as their retirement plans."

Inside the theatre, the "show"
is a series of explanations about
the retirement plans.

Ms. Ayers declined t6 give the
cost of producing the video.
However, she said that typically,
this type of program costs be-
tween $3,000 and $4,000 per fin-
ished minute. m
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Taco Bell rap video
appeals to audience

PURCHASE, N.Y.-"We got
something new for all of you at
the border/It's not on the menu,
but it's something you can
order," sings a young rapper in a
black and yellow Taco Bell uni-
form with Southwestern images
flashing behind him.

"It's a summary of the pro-
grams to choose/Taco Bell pays
for some so you really can't
lose," continues the video, de-

signed to explain the fast food
franchise's new benefits plan.

The "Taco Benefits" video won

Taco Bell's parent, PepsiCo Inc.
of Purchase, N.Y., an Award of
Excellence in the audio-visual

presentation category of the 1992
Business Insurance Employee
Benefits Communication Awards

competition.
The video, which also features

several female backup dancers,
was produced last year by Pep-
siCo to help inform franchise
owners of the new benefits plan
for full-time employees and to
encourage employee enrollment.

The announce-with-a-bounce
seems to have worked: for the

1992 plan year, 90% of Taco Bell
franchise owners are offering the
new multiple-option benefit pro-
gram and more than 60% of em-
ployees have enrolled.

The approximately four-mi-
nute video covers the core bene-

fits available under the plan to
Taco Bell's young, mostly high
school-educated employees:
"There's insurance for your
health, for your life and your
sight/We've got coverage for
your hearing and a legal plan
that's right."

"In the fast food industry,
they're used to quick things,"

From The Reprint Depanment Of:

Business
Insurance

said Lorna Mackey, manager of
benefits communication with

PepsiCo. "That's why we wanted
to give them something quick
and snappy."

The video was produced by
Dungan Communications Re-
sources of Chevy Chase, Md.

At least one copy of the video
was sent last fall to each of the

approximately 330 Taco Bell
franchise owners. Extra copies
were distributed as needed.

Ms. Mackey said the video cost
about $53,000, including produc-
tion and consulting costs.

-By Deborah Shatowitz
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MARKET
STIMULUS: Agents and brokers
have ovedooked Umbrella and

Excess Liability coverage.

HOME
RESPONSE: »The

Home can help pro-
ducers serve their

clients with Umbrella

and Excess Uability
coverages.

"We have $25 million capacity
available for hotels, contractors,
Realtors, retailers, financial institu-
tions, and service industries. And

you can count on excellent ser-
vice and underwriting, plus quick
turnaround on quotes."
DAVID COHEN. Vice President
(212)530-7120
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Free speech can carrya high price foryourmedia
clients. Because publishers, broadcasters and advertis-
ingagencies are vulnerable to lawsuits in ways most
companies are not. More thangeneralliability, they
need the kind ofprotection only experts in First
Amendmentlaw can offer.

And now Media/Professional Insurance, in union
with ourA+ XV rated carriei; hasdrafted three
amendments thathelpbeefupyourclientkBill of
Rights. You'll find them spelled outin Media Liability
Plus, our new state-of-the-artlibel policy:
1. Media/Professional takesan affirmative stand on

insuringpunitive damages. Othercompanies either
don'tmention punitive damages orexclude them
completely. Asawards against the media continue
to increase, Media Liability Plus's state-of-the-art
coverage becomes an inalienable right.

2. Media Liability Plus covers defense costs in
addition to the policy limit, a keybenefitbecause
defense costs make up 85% ofall media policy
payouts. Plus, your media client continues to have a
voice in defense and settlementdecisions.

3. Media Liability Plus offers optional expanded
coverage forerrors and omissions in whatis
broadcast, published or advertised, such asbodily
injury and property damage claimsbased on bad
advice incitement claims, and mistakes in adver-
tised price In addition, we provide thebroadest
coverage available forsuits claiminginfringement
ofintellectual property rights, like copyright
infringement.

Don't leaveyourmedia clients holdingabill ofgoods.
Protect them with MediaLiability Plus- one policy
with threegood aiguments forspecialized coverage
Formore information oran application, call us today at
816-471-6118 x. 200.

Media/Professional Insurance
A Division of Aon Direct Group, Inc.

Two Pershing Square. Suite 800 · 2300 Main Street
Kansas City, Missouti 64108-2404
816-471-6118 ext. 200

We insure Free Speech™



COBRA and Retiree Premium Billing Software
Automate your COBRA or Retiree Premium Billing management as over 3,000 other
employers have done by using Corporate COBRA manager and our Retiree Premium Billing
System. Both offer: * Eligibility Notification Letters

* Premium Coupons or Notices
* Late or Deficient Premium Notification

0+ 61395 
Termination Notification For more information call

* Context Sensitive Online Help 1-800-521-5409
Payment Records and Reports

4 * For use by Employers or TPAs\0
* Fully customizable to YOUR needs!!
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Travis Software Corp.
RO. Box 820469

Houston, TX 77282-0469
(713)496-3737 FAX (713)496-4022

Other Travis Systems:
TravisFIex

TravisComp
Travis Risk
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At ITT Hartford, we think a claim report should be more than words on a page
or letters on a screen. To turn data into useful information, we're equipped to analyze
and interpret medical claim activity for all our clients.

We're aware that review programs can contain costs only so far. That's why our
people are also trained to spot unusually high incidences of a particular claim, provider
billing mistakes, even geographic areas where claims display a peculiar pattern.

After an analysis, our recommendations may range from employee education, to
additional managed care programs, to a change in plan design.No matter what the challenge, we can customize a plan to solve any 
employer's problems. Because each claim report is a tool for cost containment.

For a better read on everything we have to offer, talk to us.
ITT HARTFORD

© 19911-I-T Hartford Insurance Group. Harttord (Jr ()6115
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Your World , ...
of Benefits

Select

00

00

Coca-Cola

pops for
booklet

to explain
benefits

By EILEEN P. GUNN

ATLANTA-Taking a lip from
a past advertising slogan that
told consumers to "catch the

wave" by drinking Coke, The
Coea-Cola Co. is using a booklet
to encourage empl()yees to
"catch the wave" of increased

benefit options.
"Select," a benefits enrollment

booklet, is distributed to 8,000
employees annually and is the
Atlanta-based company's largest
benefits communication.

Coca-Cola used the Select

booklet for the first time during
enrollment for 1991. While the

1991 booklet described informa-

tion on flexible benefits options,
the 1992 version added informa-

tion about total retirement in-

...

PERSONALIZED

CORRESPONDENCE ...

come and other non-flexible

benefits.

"This way employees have one
source of reference for all bene-

fits," explained Jeanne Donovan,
a communications consultant at

The Wyatt Co. in Washington,
which assisted Coca-Cola in pro-
ducing the 35-page booklet.

The Select booklet, which won
a Best of Show award in the per-
sonalized correspondence cate-
gory of Business Insurance's
1992 Employee Benefits Commu-
nication Awards, explains what
is provided by each category of
benefits and also provides per-
sonalized data on each em-

ployee's options and entitle-
ments.

The Select logo is a red splash
similar to the red Coca-Cola

wave, and each benefit category
is represented by a di fferent col-
ored splash: orange for health,
blue for life insurance and red

for dependent care. The colored
logos also mark the correspond-
ing line on the enrollment appli-
cation.

Continued on page 31



No matter how uncertain the future may be, Zurich Inter-

national can help you face it with confidence. Successfully

managing the risks facing international companies is our

' everyday business.

We can provide you with a comprehensive risk

management service. And all with the

security of a company with the highest

financial rating. We are part of The

Zurich Group, one of the world's leading

insurance groups.

Our busines

is taking
the risk out

of yours.

We are firmly established in over

80 countries. Which means we can give

you the vital benefit of local knowledge

in your cross-border activities. In turn, this

muttitocat advantage allows you to re-

spond to rapidly changing circumstances.

Our service is designed to be flexible. So we can not

only insure your company against risk. We can also help

you to reduce and control it.

For every opportunity there is risk. For Zurich Inter-

national every risk is an opportunity to provide tailor-

made solutions to complex risk problems. Talk to

your local Zurich office to find out more.

ZURICH
INTERNATIONAL

GLOBAL SECURITY
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There are people in your company who may be due for more than a raise or a promotion. And Intracorp can help you find
v/ them. Through the information we gather as we help patients through individual medical situations, we can focus in on
exactly who in a company can benefit from changes in lifestyle or behavior. We can then conduct health risk appraisals, and
follow up with analysis and health counseling by a registered nurse. Depending on the situation, we may offer health education
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materials, self-directed activities, or suggest that the employee participate in one or more ongoing health management programs,
which cover everything from nutrition to stress management. True cost control begins before health care monies are allocated.
Or to put it more bluntly: an ounce of prevention is worth
a ton of money. To learn more, call us at 1-800-345-1075. INTRACORP THE HEALTH CARE MANAGEMENT COMPANY,
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North American Re has been providing quality reinsurance since 1910. We are a member
of the Swiss Re Group, one of the world's leading reinsurers. Founded in 1863, Swiss Re
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the world. Reinsurance from North American Re. It's as good as gold.
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Managed mental health care
By Susan R. Prest

and Dr. James Richard Prest

THE BENEFITS OF "AT-RISK" contracting forthe management of mental health and substance
abuse treatment have been well articulated in recent

articles. These include a potentially substantial
reduction in costs, combined with the advantage of

a prepaid plan that allows purchasers to know their
costs in advance. But there are also hidden risks in

purchasing an "at-risk" product for the

management of mental health and substance abuse
treatment.

Some purchasers have been lulled with marketing
promises only to find that when implementing such
a plan the hidden dangers become painfully
apparent.

As this new product gathers interest and speed
across the industry, we hope to assist potential

purchasers in making more informed consumer
decisions.

At-risk contracting for mental health and
substance abuse services is the natural outgrowth of
attempts to control these costs through utilization

review, health maintenance organizations and
point-of-service plans. At-risk contracting is a
hybrid of staff model HMOs and point-of-service

products with utilization review oversight.
Typically, point-of-service products offer employees
an in-network benefit with the option of going
out-of-network at a reduced benefit. This gives the
patient the choice they felt they did not have with
the staff model HMO.

At-risk contracting is a prepaid system in which
the vendor is usually paid on a per capita basis to
provide and manage the care. The option of going
out-of-network is eliminated by requiring
participants to obtain care from an exclusive
provider organization developed and managed by
the vendor. A gatekeeper is often used to provide
the initial assessment prior to entry into the
network.

Under at-risk contracting, the risk that costs will
exceed the prepaid amount is assumed by the

vendor. The profit made by the vendor is the
difference between the capitation rate and the
actual cost of services.

You may recognize the old HMO incentive to

minimize treatment. The customer profits by
contracting in advance for reduced costs and by
knowing what those costs will actually be.

At first this type of program sounds like the
answer to controlling soaring mental health care
costs. But there are many hidden dangers in at-risk
contracting that purchasers may not recognize until
the program is in place. We will look at a few of
these areas:

1,0 Selecting a vendor. Potential purchasers
often accept proposals directly or through a
consultant from several vendors. Although there is
often little variation in the product description,
there can be a wide variation in the fee or pricing.
Often the contract is awarded to one of the lowest

bidders. In this increasingly competitive area,
vendors are slashing their prices to secure contracts.
Some of these prices could not reasonably provide
for a program of management and adequate care for

the treatment needs of the employee population.
Some managed care vendors have refused to lower
their rates to a level that might compromise care,
only to lose the contract to a vendor willing to
compromise care to secure the contract.

7 How the plan works. While there are

variations in general with implementing an at-risk

managed care program, employees and their
dependents wishing to access their mental health or
substance abuse benefit must first go to the
gatekeeper designated by the managed care vendor.
This is often an employee assistance program. The
gatekeeper evaluates the need for the treatment and
refers the patient into the network if necessary.

At-risk' contracts

offer savings
but beware of risks

Benefits are not paid for treatment delivered
without the gatekeeper's referral or delivered by an
out-of-network facility or provider. Utilization
review and/or case managers oversee the treatment
in the network.

/ Benefit levels may change. Many vendors
explain that the benefits in the new program will
actually be enhanced by increasing the number of
inpatient days or outpatient visits and by increasing
the lifetime or yearly maximums payable. What isn't
stated is that often specific diagnostic categories
included in the previous benefit plan are eliminated.

For example, the previous plan may have covered
treatment for attention deficit hyperactive disorder
(ADHD) or other chronic disorders. The new plan
may increase levels for what is covered but
eliminate coverage of certain costly diagnostic
categories. Purchasers should clearly understand

Some purchasers of at-risk contracts

have been lulled with marketing

promises only to find that when
implementing such a plan the hidden

dangers become painfully apparent.

any variation in the covered benefits. Changes are
found in the small print of the contract and may not
become apparent until the care is denied as "not a
covered benefit."

100 Restrictions on care. Many employee
populations view these new plans as a reduction or
restriction in their benefits and have the internal

political clout to make life very uncomfortable for
the benefit manager or decision makers. Union,
government and school employees are examples of
highly sensitive groups. When care is denied, very
angry employees can apply a great deal of pressure
through unions or through government oversight
bodies.

For example, shortly after the implementation of
one of these programs for a city, an employee
followed instructions by requesting from the
gatekeeper continued care for her son who had been
in treatment for ADHD. The gatekeeper denied
further care because ADHD had been eliminated as

a covered benefit. After exhausting internal appeals
procedures, the irate mother complained to the city
council. The benefits manager who had been the
chief decision maker had not been advised of the

change by the managed care vendor. In fact, when
she had presented the new program to the city
council for approval, the manager had stated there
would be no reduction in benefits, only
enhancements. After only two months in the at-risk
program, the city canceled the contract.

+ Definition of necessary care. The

professional disciplines in the areas of mental
health and substance abuse have not internally
come to an agreement on the definition of necessary
care. A wide variation in this definition is in

practice. Most often the definition is dependent
upon the setting. For example, those who are
responsible for direct inpatient care in hospital
settings often define necessary care far more
liberally than utilization review firms. An inherent
economic pressure colors the definition. Those
executives managing at-risk products stand to lose
their profit with a loose definition and may go

beyond restrictive definitions to dangerous (for the
patient) definitions.

a,0 Pressure on review physicians to deny
care. Psychiatrists or other physicians are most
often required to approve denied care. Vendors
believe that this reduces their liability. These
physicians are asked to offer their medical opinions
about the necessity of the care or the level of care.
However, if the reviewing physician determines too
often that care is necessary, he or she may be
replaced by a tighter reviewer. Some physicians
have reported offers of stock options, bonuses or
other incentives for increasing their denial rates.

7 At-risk contracts are insurance products.
Many purchasers and even managed care vendors do
not realize that at-risk contracting is an insurance
product and therefore subject to regulation by state
insurance laws. The product has spread so quickly
that this is poorly understood by both purchasers
and vendors. Today some vendors that are not
licensed to deliver an insured product offer the
at-risk products.

+ The provider network. Provider networks
span from those closely formed and scrutinized to
those loosely formed and unscrutinized. The
primary qualification of many vendors for
acceptance of a provider into a network is a
willingness to accept a discount on their fees, return
a form, and indicate a desire to be included. The

vendor is then included on the list of providers.
In the rush of competitive bidding, there have

been instances when vendors have submitted

provider lists with proposals that include providers
not under contract. This misrepresentation results
in frustration and confusion to purchasers,
employees and uncontracted providers. Provider
networks should be investigated closely for

qualifying requirements, quality assurance and past
performance.

/ Employee and provider communication.
When implementing an at-risk plan, it is important

to explain the new program in detail to employees
and to the network providers. These programs are
difficult for employees and providers to understand.
But communications procedures for this product are

not well developed by many vendors. These plans
require special communications procedures that go
well beyond the traditional written notification.

The vendor should assist with detailed

explanations of the new plan at employee meetings.
It is recommended that communication begin six

months in advance of the new program. Telephone
answer lines and focus groups are helpful to
employees. Poor communication results in confusion

and complaints from both employees and providers.
Clear, open, honest and early communication is
needed.

1 Problems for participants. There can be

problems for all those involved in at-risk plans.
Here are a few.

• Gatekeeper: Pressure not to refer patients into
the network to access treatment; inadequate

education and information about the program.
• Employees: Lack of education about the plan;

needed care may be denied for economic reasons;

loss of freedom of choice of a provider.
• Vendors: Legal consequences of the rigid denial

of care; monetary loss by under-bidding to secure a
contract; loss of a contract for non-performance.

• Purchaser: Disturbed employer/employee
relationships; joint liability with the vendor for
adverse cohsequences of rigidly denied care.

In addition, relationships between the vendor,

purchaser, employee, provider and gatekeeper can
be adversarial at many different levels and points of
interaction.

Case example: In one patient's case, an at-risk
program resulted in insensitive and questionable
management. A managed care vendor received a call

from an out-of-network and out-of-area psychiatric
Continued on next page
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hospital. The hospital reported that a woman, whose
mental health benefit was subject to management
through the vendor's at-risk program, had been
brought to the emergency room by a friend. They
reported that the woman was suicidal and acutely
psychotic. After a long history of spousal abuse
further complicated by her psychosis, the woman
had fled to her friend's home in another state to

avoid further abuse by her alcoholic husband.
The benefit made an allowance for emergency

care out of the area. Two days were authorized by
the vendor's utilization review nurse before the next

review. At that time the utilization review nurse

was advised that the attending physician was
attempting to adjust medications to control
symptoms, but the patient remained suicidal and
acutely psychotic. The patient was under 24-hour
observation.

At the end of seven days, the patient was still
acutely psychotic and suicidal having been

non-responsive to medications. The managed care
vendor became concerned about the cost of this

case. It had no contract with this hospital nor did it
have on-site personnel, both important cost
containment mechanisms. The managed care vendor
insisted that the woman be transported by air
ambulance to the city of her residence to an
in-network facility. The attending physician
explained that the woman was still suicidal and
periodically in restraints.

At this time, the vendor denied further payment
for care in this hospital and would only approve
continuing payment in an in-network hospital. The
attending physician resisted these instructions, the
patient was retained and the hospital accepted
responsibility for her care without expectable
reimbursement rather than participate in this
questionable plan. This is one example of the
problems created when a vendor secures a contract
with an unrealistically low bid.

At-risk contracting is one of the most recent
answers to controlling the costs of mental health
and substance abuse care. Carefully run programs

can be an excellent cost containment tool when

implemented and managed properly. Health care
cost trends can drop substantially and employees
are willing to trade off certain benefits for others if
they fully understand the newer programs. But a
thorough evaluation and a very careful decision
must be made before entering into such a contract.

Factors such as employee expectations, potential
reduction in benefits, motivation of the vendor to
cut costs (particularly low-end bidders), quality of
the provider network and past performances must
be scrutinized.

It is important that a purchaser fully understand
the implications of this type of managed care
product before the hidden dangers make themselves
only too apparent.

Dr. James Richard Prest is chairman/medical

director and Susan R. Prest is president/chief
executive omcer of Prest & Associates Inc., a Las
Vegas-based psychiatric physician review firm that
is a consultant to managed health care firms.

ASK A RISK MANAGER
It's become a buzzword,
but ergonomics can be
a valuable safety tool

Ergonomics appears to be

 the current buzzword in ourindustry. Have you been
involved in any ergonomic
studies and, if so, how have
you adapted the findings into

- your risk management
program?

You are correct in stating that

 ergonomics is becoming afamiliar term in the risk

management vocabulary. And,
yes, in recent years I have used
ergonomic studies as part of my

- risk assessment and risk control

activities. Not surprising,
perhaps, our ergonomic studies have centered on
controlling the repetitive motion type injury
exposure.

I understand repetitive motion incidents, like
carpal tunnel syndrome, are normally described as
occupational disease cases.

However, I refer to them as occupational injuries
since that appears to be the most applicable
description of the phenomena.

My initial experience with ergonomics evolved
from a risk assessment program initiated at one of
our food-processing facilities. A few employees in
the boning department complained of aching wrists,
and we suddenly learned the serious impact carpal
tunnel syndrome has on employees and the
production environment.

I was using an outside risk control service at the
time and requested their assistance in performing a
thorough task analysis of the boning and packaging
departments.

We also hired occupational rehabilitation
specialists to assist in the evaluation and to review
the basic job descriptions. I was delighted to learn
that the recommendations in the ergonomic study
did not require us to spend large sums to modify the
physical work environment.

Surprisingly, the adjustments we made appeared
simple. We began a formal knife-sharpening
program to make certain our employees exerted a
minimum of effort in slicing or carving product.
Individual work stations were adjusted to conform
to the employees' physical size. Picture a line of
employees, all of varying heights, standing shoulder
to shoulder on a production line. To make the

repetitive motion process easier, we adjusted the
workstation heights for each person and reduced the
stress on wrists, arms and shoulders.

Another beneficial outcome of the ergonomic
study was the introduction of an exercise program.
Now, I'll be the first to admit that the exercise idea
caused more than a few raised eyebrows, at least at
first.

But, with proper coaching by management, we
succeeded in having employees warm up and stretch
prior to each shift and after the lunch break. In fact,
the results of the ergonomics study were so
encouraging, we hired an ergonomics engineer to
continue these activities at our other production
facilities. As I mentioned, most of the enhancements
just made good sense and did not cost a lot of
money.

One reason for the current interest in ergonomics

I was delighted to learn that the
recommendations in the ergonomic

study did not require us to spend large
sums to modify the physical work

environment.

is the acute awareness of carpal tunnel syndrome
exposure in the office.

Indeed, we are in the computer age, and all of the
"banging away" on keyboards has finally taken its
toll. Imagine my chagrin when, after years of
working to control carpal tunnel syndrome in our
production facilities, one of my staff members
developed this malady from inputting workers
compensation claims data into a computer day after
day!

I now have been working with our facilities
direct6r on an ergonomic evaluation of certain job
functions in our corporate headquarters.

As was the case in our production plants, our
primary focus has been on task analysis and
workstation modifications.

Often a simple adjustment is in order, such as
raising or lowering a keyboard, supplying a more
suitable chair and requiring employees to take
regular breaks.

Exercise programs are appropriate in the office
environment since it is relatively easy for employees
to do routine flexibility exercises without leaving
their workstations.

We have also benefited by asking employees how
they could perform their functions more easily.
Ergonomics in the office requires a personalized
approach since what works best for one individual
may not have the same positive effect on another.

Educating employees, especially management, of
the impact of carpal tunnel syndrome is an
important facet of any ergonomics program. Staff
"downsizings" in recent years have required us to
do more with less. Although headcounts have

diminished, the workload certainly has not. It
becomes apparent that when management is
sensitized to the physical and emotional stresses of
today's business environment, ergonomics plays a
supporting role in keeping employees happy and
healthy.

I an sure you are familiar with the Americans
with Disabilities Act and hope you discover
opportunities for expanding the use of ergonomics
that have resulted from complying with the
disabilities law.

Under the ADA, employers must make reasonable
accommodations to allow disabled people to enter
the workforce. Such accommodations may have an
expanded benefit by making the workplace safer for
all employees.

Without question, ergonomics will play a greater
role in future years. The popularity of health
management and medical cost containment
programs in the casualty insurance arena give
additional credibility to the ergonomic process.

I for one have become a believer and encourage
my risk management colleagues to explore the
opportunities ergonomics offers us.

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

Ask A Risk Manager, Ask A Benefits Manager, Ask
A Benefit Actuary and Ask A Casualty Actuary answer
written questions from readers on risk and benefits
management issues and actuariat problems.

This month's column on risk management issues is
written by Susan M. Werner, director
of risk management at Haydee' s Food

Systems Inc. in Rocky Mount, N. C.
Dennis J. Nirtaut, manager Of

* employee benefits at Continental
Bank Corp. in Chicago, answers
questions on employee benefit ptans.
William J. Miner, an actuary with Thez:t Wyatt Co. in Chicago, answers

4 }* actuarial questions on benefits issues.
"«« And, Richard E. Sherman, president

Ms. Werner of Pacific Actuarial Resources (PAR)
Excellence in Ashland, Ore., answers

actuarial questions in the casualty field.
Ms. Werner's and Mr. Nirtaut's columns appear on

the second Monday Of alternate months. Mr. Miner's
and Mr. Sherman's columns appear alternately on the
first Monday Of each month.

Ms. Werner's next column wilt appear in December.
Address your questions to ASK, Business Insurance,

740 N. Rush St., Chicago, Itt. 60611. Please give us your
name, title and employer; however, Business Insurance
witt consider unsigned letters.



Coca-Cola booklet
Continued from page 24

"The idea was to carry out the
Coke wave that you are famil-
iar with, and then create, bright
colors to go with it," said Ms.
Donovan.

Enrollment in the company's
benefits program was 100% be-
fore Select was designed and put
into use, but the personalized
booklet and enrollment process
highlighted for the first time the
choices employees have in bene-
fits, according to Ron Cheeley,
director of employee benefits at
Coca-Cola.

"As the employee picks and
chooses each year, you immedia- -
tely increase his understanding
and appreciation (of the benefits
program)," said Mr. Cheeley.

By stressing to employees that
the point of a flexible benefits
plan is to provide them with op-
tions, Coca-Cola aims to "em-
power employees to understand
and use their benefits," he con-
tinued.

Wyatt's Ms. Donovan believes
the booklet is an important re-
source guide as well as a promo-
tional device.

"You have to arm your em-
ployees with information to en-
able them to make these deci-

sions so they can be wise
consumers," Ms. Donovan ex-
plained.

"Any benefit communication
has to provide information about

QSP raises
awareness

of the value
of benefits

RIDGEFIELD, Conn.-QSP
Inc. wants its employees to know
how good they have it.

To make sure its 400 workers

understood their 1991 benefit

options, QSP-a Reader's Digest
unit that coordinates fund-rais-

ing for non-profits-and consul-
tant Towers Perrin produced a
compact, eye-catching persona-
lized benefit statement.

"We wanted to get across what
the company was providing,"
said Valerie A. Clifford, benefits
administrator. "And we wanted

to communicate to employees in
language they would understand
without being condescending."

Using pie charts and graphs
to clarify financial points, the
17-page pamphlet summarized
health care, disability, retire-
ment, life insurance and em-
ployee stock purchasing. Pro-
ducing the booklet cost $32,000.

It won high praise from em-
ployees and from the judges, who
gave it an Award of Excellence
in the personalized correspon-
dence category of Business In-
surance's Employee Benefits
Communication Awards.

Most QSP employees are sales-
people. To be sure they and their
families knew what their benefit

options were, the company
mailed the booklets to their

homes.

"We aimed to let the employees
know we care about them, and
that we want them to understand

their benefits," said Ms. Clifford.
She added that letters from em-

ployees indicate they "feel more
comfortable about understand-

ing their benefits" than they
used to.

-By Eileen P. Gunn

... Employee Benefits Communication Awards...
the choices out there and how

consumers can best make use of
them."

Surveys and focus groups have
indicated that the new Select

booklet is the most popular in-
formation source Coca-Cola has

provided thus far about em-
ployee benefits. Previous Select
booklets only explained flex plan
options.

Much of the positive feedback
from the focus groups revolves
around the dependent care
spending account and an option
to sell vacation days and add the

'Employees have one
source of reference

for all benefits,' Ms.

Donovan says of
Coca-Cola's booklet.

money to their benefits allow-
ance, which the booklet explains
in detail.

"People like being able to free
up money within the program for

Business Insurance, October 12, 1992 / 31

dependent care," said Mr. Chee-
ley.

Employees also like the mes-
sage in the booklet that they are
responsible for deciding how to
use their benefits to the best ad-

vantage, which the personalized
communication allows them to

do, he said.
A task force that works on the

booklet is composed of benefit
specialists from Coca-Cola and
Wyatt. The group aims to im-
prove on Select's contents from
year to year.

The 1992 edition, for example,

included a graph showing total
retirement income as a percent-
age of preretirement income for a
broad range of pay levels, and
the 1993 book will personalize
that graph according to each em-
ployee's current income.

"Coke is always looking at how
employees can get more out of
their benefits, and at how we can

make Select a more powerful
communication tool," said Ms.
Donovan.

Coca-Cola said the cost of pro-
ducing the booklet is proprietary
information. I

Perhaps the most
inventive thing one can

do is work with
a dedicated collaborator.

When it comes to reinsurance, it's important emerging technologies such as EDI (Electronic

to work with someone as committed to your busi- Data Interchange). EDI standards will facilitate
ness as you are. Someone to communications throughout

provide the dedicated the industry. They'll save
counsel of Watson, time and money,

allowing you the improving admin-
inventiveness of -i'. istrative efficiency

Bell. In short, and lowering
someone to call . Costs.

on to nnake your Certainly you

ideas a reality. can put these
Consider innovations to

Prudential Re. work for you. To
We've introduced streamline your
numerous innovations . operations, and make

to make our operations them more profitable at

more responsive to your Thomas Watson Alexander Graham Bell the same time.

needs. Through direct Sometimes, all it

electronic link-ups, we -===,0 0'*--' takes to be inventive is

can provide you with immediate access to our knowing who to talk to. Which is why we'd like to
vast network of information services. And our remind you that Prudential Re is just a phone

new document issuing systems can expedite call away: (201) 802-2083.

binding of coverage. /7Z:f

Prudential Re also remains at the forefront of Prudential Re l®
The Reinsurer of Choice

© 1992 Prudential Reinsurance Company. a subsidiary of The Prudential Insurance Company of America, Newark, New Jersey. Available directly or through an intermediary.
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MUNICIPAL LIABILITY INSURANCE
Public Officials
School Boards

Law Enforcement Agencies
9-1-1 Errors & Omissions

Pool Supplements

-

SZ/4 1

Public Housing Authorities
(General and Public Officials Liability)

Umbrella and Excess Liability
(for all Municipal Risks)

Municipal General Liability

Governmental Programs
wrote the book on Municipal Liability
Insurance. Our first programs were introduced in 1980 and we have provided
consistent service to our clients ever since.

Today, we continue to set the standards for the industry with refined and
expanded programs, backed by knowledgeable, experienced liability experts
dedicated to customer service.

In addition to our individual municipal programs, we can also provide
Excess Liability coverage for Risk Pools or any of our primary coverages in
association with the Pool.

For more information, contact your insurance representative or call us direct.

Governmental Programs
A Division of Aon Direct Group, Inc.

1-800-368-3583
FAX (804) 287-5555

6604 West Broad Street, Richmond, Virginia 23230 RO. Box 6609, Richmond, Virginia 23230-0609

Managing benefit resources is a

CERS - tremendous responsibility. That's why

thousands of benefit professionals

have enrolled in the Certified

The Employee Benefit Specialist (CEBS)

Standard of program, the standard of excellence

In the benefits field. The CEBS

Excellence in designation is awarded to Indviduals

Employee who successfully complete ten college

level courses and examinations

Benefits covering employee benefit planning,

analysis and design. The program is
'A31

K cosponsored by the International Foundation of Employee Benefit Plans and

the Wharton School of the University of Pennsylvania.

%** ' For more information. contact the CEBS Department. 
41, CY'lll)

,.1®r htemadonal kindadon

*/ CEBS

OF EMPLOYEE BENEFIT PLANS

18700 W. Bluemound Rd.. P.O. Box 868

Brookfield, WI 53008-0868

Telephone (414) 786-6700

Fax (414) 786-6647

... Employee Benefits Communication Awards ...

Comedy skits enliven
promotional broadcast
for new flex program

By SARA MARLEY

NEW YORK-The offbeat

comedy duo Penn & Teller, a
faux soap opera couple, video-
game-playing yuppies and car-
toon characters joined forces to
introduce New York Life Insur-

ance Co's new flexible benefits

program.

A two-hour "telemeeting" that
reached 1,000 employees in al-
most 30 locations via

the company's satel- /...
lite network also fea-

tured benefit experts explaining
the new flex program and an-
swering questions that employ-
ees called in live.

The innovative "Directions"

show, which was reinforced with
colorful, graphic newsletters,
posters and an enrollment kit,
won New York Life Insurance

Co. a Best of Show award in the

total benefits program category
of Business Insurance's 1992

Employee Benefits Communica-
tion Awards.

A videotape of the program
was used in meetings with the
company's remaining 7,200 em-
ployees.

Skits served as "commercials"

for specific features of the flexi-
ble benefits plan, breaking up
the talk-show format of a host

with guests talking about bene-
fits and a live studio audience.

"It's a terrifically effective
means to communicate," said
Christina M. Huff, corporate vp
of public relations. "Our goal
was to make employees realize
that it was the first time they
had any say in their benefits."

New York Life produced the
program, with input from Hewitt
Associates.

TOTAL BENEFITS PROGRAM ....

"We brainstormed skits to

make it less dry," Ms. Huff said.
"We knew we had to make it en-

tertaining with variety in order
to make it endurable."

A Penn and Teller fan on staff

landed the duo for their cameo

introducing the plan's long-term
disability options.

"We had to tone it down some.

It was (originally) a little more
bizarre," Ms. Huff admits. As is,
the introduction included a knife

through the hand, dripping fake
blood.

"New York Life is pretty con-
servative. We were pushing it as
it was," she said.

Since the Sept. 27, 1991,
broadcast, the company has
again presented benefits infor-

Continued on next page
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Continued from previous page
mation over the satellite net-

work, which now reaches 200
sites.

Previews came in flyers and
newsletters that reached employ-
ees through internal mail, and
with their paychecks.

The written materials, pro-
duced by Hewitt, had to "entice
employees to read them," Ms.
Huff said. "Traditionally our
benefit communications had

been Xeroxes nobody ever read."
Previously, the insurer "had

not invested a great deal in look-
ing at its benefit communica-
tions and strategy," agreed Jane
G. Lindenburg, communications
consultant with Hewitt in

Rowayton, Conn.
Hewitt conducted focus groups

at four locations with 100 em-

ployees in total. They found that
employees wanted more-and
more detailed-information

about the company's flexible
benefits plan. Many wanted it on
software, which led to the devel-
opment of an interactive diskette
to model the impact of various
flex plan decisions, Ms. Linden-
burg said.

The insurer also decided to

continue offering its current
dental plan, rather than intro-
duce a more expensive one that
included orthodontic work, in

response to feedback from the
focus groups.

The enrollment book itself fea-

tures profiles of fictitious New
York Life employees to show

how people with and without de-
pendents might make benefits
decisions.

Homey photographs of every-
day objects-golf tees, recipes,
notes, magnets and crayons-
bring the characters to life and
focus on their lives away from
work.

Information is grouped into
easily digested pieces, allowing
employees to get as much or as
little information as they prefer,
Ms. Lindenburg said.

The campaign was treated as a
full-scale promotional effort, be-
ginning with a huge banner in
the company's headquarters.

"We wanted to get employees'
attention with the new program
in the first year out," Ms. Huff
said. "In the re-enrollment
phase, the communications are
much lower key."

In keeping with a changing
corporate philosophy, New York
Life wanted its benefits commu-

nications to be "just as atten-
tion-getting and promotional" as
its outside advertising, Ms. Lin-
denburg said. I

AT& T campaign eases pain
of introducing copayments

BASKING RIDGE, N.J.-Em-
ployee contributions for depen-
dents' health care and flexible

benefits were big changes at
American Telephone & Telegraph
CO.

And long-time employees, who
have already weathered a disrup-
tive breakup, do not welcome big
changes.

"It was the first time we asked

employees to pay for part of the
cost of their dependents," said Jack
Hynes, director of health and in-
surance benefits. "It was a culture
change."

While AT&T still provides first-
dollar coverage for employees,
under a flexible benefits plan they
are required to contribute $10 per
month for a spouse's health care
and $20 for family coverage. Em-
ployees who opt for lower levels of
care receive cash back.

"We wanted to communicate the

rising cost of health care and how
AT&T is responding," as well as
contain costs, said Lee Saviola,
district manager-health care ad-
ministration.

The campaign, developed in con-

junction with The Wyatt Co. in
Washington, spelled out the contri-
butions and the reason: Self-in-

sured AT&T receives $1 billion in
health care claims annually, 60%
from dependents.

The company mailed introduc-
tory information to employees'
homes, established a hotline and
sent employees reminders and
"flex facts" through electronic mail
as well as internal newsletters.

"No matter where an employee
went for information, (they re-
ceived) the same message," Ms. Sa-
viola said.

The campaign earned AT&T an
Award of Excellence in the total

benefits progrann category of the
Business Insurance Employee Ben-
efits Communication Awards com-

petition.
Flex benefits were introduced

for AT&T's 110,000 full-time man-
agement employees in the United
States and some overseas locations.

A managed care program is being
introduced for its remaining
125,000 employees in about 30
cities.

-By Sara Martel

ADVERTISING IN BUSINESS INSURANCE.
A doorway to global opportunity is open for you. It's BI's November 9

International Benefits & Risk Management spotlight report.

The Easiest Way To Reach Your Customers.

Cross BIP threshold of opportunity and deliver your message to the influential buyers you want to
reach - more than 152,000* corporate executives the world over. But if that raw number isn't
enough ... a study among Business Inmrance subscribers revealed that 61%** of corporate insurance
buyers polled were involved in purchasing group insurance plans, while 76%** said they were
involved in purchasing property/casualty insurance and reinsurance. And they rely on W to bring
them timely, comprehensive coverage of the employee benefits, risk management and commercial
insurance marketplace - coverage that is second to none.

An Issue That Will Attract A World OfAttention.

BIS International Benefits & Risk Management spotlight report will examine the rules that govern
companies with international operations and willlook at the problems faced by multinational
corporations in managing both property/casualty risks and employee benefits programs abroad.
Reports will focus on· the increasing use of alternatives as well as the opportunities for multinationals
in Latin America.

Readers will rely on Blk Directory of International Insurers & Benefit Networks for a
comprehensive listing of important information on each organization's foreign gross premiums ...
foreign operations ... U.S. contacts, and much more. And ifyour company qualifies to be listed in
either of these directories, there's no better way to enhance your visibility than with an ad in the
same issue. It's a dynamic way to reinforce your position as a major force in the global arena.

So if gaining access to international markets is vital to your business, reserve your advertising space
today in the one publication that is the gateway of opportunity for global competitors - advertise in
Business Insurance.
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... Employee Benefits Communication Awards...

Flex campaign reaches all employees Family images highlight flex video
TULSA, Okla.-Dan Quayle,

MAUMEE, Ohio-When St. Employees could opt to main- A detailed enrollment packet take note: Family values are
Luke's Hospital introduced a tain their existing level of bene- arrived a month after the first alive and well at MAPCO Inc.

flexible benefits plan, benefit fits under the new flex plan, but newsletter. It included a user's Just view the videotape intro-
managers had to design a sin- more than 10% changed their guide, enrollment instructions ducing the energy-related prod-
gle program that could commu- health care plan and 25% and forms, and spending account ucts and services company's
nicate the plan to 600 employees changed life and disability bene- worksheets. flexible benefits plan.
ranging from janitors to upper- fits, both exceeding projections, A highlight brochure in the en- It opens with a montage of
level management. Mr. Hire said. rollment packet reiterated the family photos, then cuts to

"The primary aim was to edu- He anticipates that employees' basic information contained in Chairman and CEO James E.

cate employees, to get them use of pretax spending accounts the newsletters. Barnes, casually clad and in his
ready to make choices, rather will rise dramatically when the The newsletters and enroll- back yard with his granddaugh-
than focusing on the options new plan year begins in January. ment packages were distributed ter on his knee, explaining his
themselves," said Stanton Hire, A series of posters and news- to employees by department vision for the company. Sepia-
vp-human resources. letters written on a sixth- to heads. toned footage of MAPCO work-

The Maumee, Ohio, hospital's eighth-grade reading level intro- A final poster reminded em- ers drives the point home.
communication effort won an duced "FlexCare: The Benefit ployees that the enrollment "We took the time and effort to
Award of Excellence in the total Plan You Design." Photos of a deadline was approaching. communicate to employees the
benefits program category of the jointed wooden doll illustrated Consultant Findley, Davies & philosophical side of why we are
Business Insurance Employee the flex care concept and pro- Co. of Toledo, Ohio, assisted with making benefit changes," said
Benefits Communication vided continuity throughout the the communications project. Michael Willmering, general
Awards. campaign. -By Sara Marley manager-employee benefits.
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We can do it. Health Risk Management is the single source management solution for your entire

health care benefits program.

With HRM you get proven health care programs that strengthen and enhance your benefit plan.

Ourunparalleled staffofmedical and mentalhealth experts, with,access to advanced technology and

15 years ofexperience, will control your costs and produce real savings. We guarantee it.

It's been an impossible job for one person, even for an entire department. But with HRM, you can

take control in managing your health care benefits program like never bef6re. Most cost containment

companies claim to have the answers, few really do. .3./.1/.®

rlig¥I
EVEHONE TAUS ABOUT IT,URIA IS DOmG SOmmUNG ABOUT IT. 1-800-824-3882. Health Risk Management. Inc.

The flex plan communication
is part of an ongoing "total pay"
program to convey the value of
benefits to employees, he added.

The video and accompanying
newsletters and enrollment

booklet earned MAPCO an

Award of Excellence in the total

benefits program category of
Business Insurance's Employee
Benefits Communication

Awards.

William M. Mercer Inc. as-

sisted MAPCO with the project.
Senior management was ini-

tially opposed to the flex plan,
fearing employees would per-
ceive it as a cut in benefits or

contrary to the company's phi-
los6phy. So the benefit manag-
ers' campaign began in the boar-
droom, convincing leaders of the
advantages of flexible benefits.

Next, a survey showed that
employees favored choice in ben-
efits, but worried about making
complex enrollment decisions
quickly. They also wanted to
know what senior management
thought of the flex plan.

Newsletters were mailed first

class to employees' homes every
month, beginning four months
before enrollment.

The PersonalChoice enrollment

booklet and form were also

mailed to employees. At the same
time, meetings were held with
screenings of the 35-minute tape.
Employees were encouraged to
borrow a copy to watch at home.

-By Sara Marley

Employees
encouraged
to take more

active role
By EILEEN P. GUNN

NEW YORK-Companies hon-
ored in the 20th annual Business In-

surance Employee Benefits Commu-
nication Awards devoted much of

their communication efforts to en-

courage employees to take a more
active role in managing their health
care and other benefits.

Companies also tried to educate
employees about health care issues
and to improve their understanding
of old benefits or, in several in-
stances, a brand new program.

"Our goal is the empowerment
of employees to understand and use
their benefits program," said Ron
Cheeley, director-employee benefits
at The Coca-Cola Co. in Atlanta.

At Public Service Electric & Gas

Co., promoting individual responsi-
bility has consistently been the aim
of benefits communications in re-

cent years, said Richard Quinn, ben-
efits planning manager for the New-
ark, N.J., utility.

These goals were evident through
most of the entries, said Judy Nel-
son, one of the 19 judges in this
year's competition.

Companies consistently sent the
message, "it' s in your hands," said
Ms. Nelson, manager of marketing
support services at GAB Business
Services Inc. in Parsippany, N.J.

Though the number of entries de-
creased-to 177 submitted by 139
companies, down from 227 entries
by 176 companies in 1991-the
number of judges increased to 19
from 11, and competition was stin.

Nineteen prizes were awarded to
Continued on next page



Continued from previous page
18 companies. Of those, 17 worked
with one of 10 consulting firms in
developing their communication
strategy.

"This was the toughest panel of
judges we've ever had, and there
was very little discrepancy within
the panel" over which communica-
tions were the most effective, said
Ronnie Drachman, director of com-
munications for BI in New York.

"The winners are unanimously the
most effective programs submitted,"
Ms. Drachman added.

"This year's entrants stated their
objectives more clearly than ever
before, but they also established
more realistic objectives to achieve
their communication goals," added
Barbara Dalton, special projects co-
ordinator for BI in New York.

The winning entries had one
strong common characteristic: They
were "objective driven," agreed an-
other judge.

"Today's employers need to forget
subtlety and focus on being succinct
and concise communicators," said
Sam Waltz, communications man-
ager at E.I. du Pont de Nemours &
Co. in Wilmington, Del. "The ones
that were successful took that ap-
proach.

Several employers introduced
flexible benefits programs in 1992,
which require more involvement on
the employee's part than previous
plans had, and several were intro-
ducing or increasing copayments.

In light of these changes, they
took advantage of the benefits com-
munications to nurture the em-

ployee-company relationship, ac-
cording to GAB's Ms. Nelson.

"Management today is astute
enough to realize the most impor-
tant variable cost they have is peo-
ple," explained Mr. Waltz.

One challenge all entrants faced
was delivering complicated facts
and background in a way that en-
gaged employees and did not take a
lot of their time.

"People don't like to sit and read,"
said Ms. Nelson.

Interactive computer programs,
videos and newsletters with high-
quality graphics and text are one
way to retain employees' interest
and increase their comprehension.

"People who use something in-
teractive will better communicate

their benefits, but it is expensive,"
observed Mr. Waltz.

Ms. Nelson agrees that communi-
cations need to take more advantage
of information age technology, but
believes video is the best way to do
it

"A well-planned, carefully-writ-
ten narrative will get everything in
there, so there isn't any question
unanswered when the viewer is

done watching," she said.
Because some of the videos were

intended for home viewing, they
were effective in dealing with "the
reality of the work-family unit of
the '9Os," Mr. Waltz added. "One of
the challenges industry will have to
face when developing communica-
tions is looking at the employee as
part of a family unit that consumes
the benefit."

Companies submitted entries in
seven categories in addition to
audio-visual presentations. The
other categories were: smgle-subject
booklet, multi-subject booklet,
newsletter, personalized correspon-
dence, multi-media program, special
project and total benefits program.

The judges-who are experts in
benefits, corporate communications,
design, production and marketing-
scored the entries on a scale of 0 to
20 on how well entries fultilled five

basic criteria: the program's objec-
tives, strategy, content, presentation
and effectiveness.

"It's important to emphasize that

... Employee Benefits Communication Awards ...
the judges are not evaluating the
benefits per se, but how well the
company communicates to its em-
ployees about the program," Ms.
Dalton said.

In addition to Ms. Nelson and Mr.

Waltz, the judges for the 1992 EBC
competition were:

• Carol Anton, benefits commu-
nication manager for Minnesota
Mining & Manufacturing Corp. in
St. Paul, Minn.

• Dean Stoltz, development
leader in employee benefits for the
Aluminum Co. of America in Pitts-

V V ithout doubt,
7 7 there's no

industry that comes
closer to touching the
lives of every citizen
of our country than
the insurance

industry. And yet,
most consumers

believe insurers are

ripping them off. A
recent Gallup poll
found that more than

two out of three

respondents think
P & C insurers earn

"excessive" profits,

but fudge figures to
hide profitability.

Now, we all know

that, in fact,

insurance companies
are less profitable
than other kinds of

companies and our
state regulators and

public accountants
aren't going to let us
"fudge" the numbers.

burgh.

• Joan Passerino, manager of re-
tirement programs at Gannett Co.
Inc. in Arlington, Va.

• Charles Salter, director of em-
ployee benefits at GenCorp Inc. of
Akron, Ohio.

• Lacy Spears, vp of human re-
sources at Halliburton Energy Ser-
vices Group in Houston.

• Kaye Reznick, corporate bene-
fits specialist at Houston Lighting &
Power Co. in Houston.

• Julie Ann Maggio, vp of IBF
Conferences in Uniondale, N.Y.

Where does this

misperception come
from? And more

importantly, what can
we do to change it?

I think the answer to

both of these

questions boils down
to one word: service.

It's service, or the

lack of it, that causes
consumers to be

disillusioned and it's

service that can

change that
disillusionment into

satisfaction.

When I take off my
hat as "insurance

company president"
and put on my
"insurance consumer"

hat, I'm appalled by
what I see. I buy a

commercial policy
and it takes three or

four months to get it.
When I get it, my

• Kevin O'Neal, account execu-
tive at Lowe & Partners in New
York.

• Jeffrey Turner, director of em-
ployee benefits at Merck & Co. Inc.
in Rahway, N.J.

• Deborah Thomas, senior ben-
efits representative at the Missis-
sippi Power Co. in Gulfport, Miss.

• John Mongelli, president of
Mongelli Associates in New York.

• Dawn Putaturo, benefits ad-
ministrator at the Newmont Gold
Co. in Denver.

• Jim Robinson, vp of human re-

sources at Overlake Hospital Medi-
cal Center in Bellevue, Wash.

• Catherine Monahan, vp of re-
search and development at SCOR
Reinsurance Co. in New York.

• Jacqueline Bellmap, corporate
co-chair for employee contributions
at Southern California Edison in
Rosemead, Calif.

• Carlos Alcala and Steve

Goldthwaite, designers at Temel Inc.
in Boonton, N.J.

The EBC winners will be honored

at an Oct. 13 luncheon at the Shera-
ton New York. a

Gerald D. Stephens. CPCU
President & CEO, RLI Corp.
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Whv does turnaround

for an insurance policy
have to take 60-90 davs?

At RLI it takes fifteen.

college education isn't

enough for me to
wade through the
confusing verbiage.
It's about time we

started doing

something about

consumers' problems.
It's time we started to

demonstrate our care

and compassion

through our service.

At RLI, that's just
what we're doing.
And we begin with
fast service. There's

no reason policy
turnaround should be

as high as 90 days.
Our underwriters

consistently succeed

RLI

in making that
figure fifteen days.
Why can't other

insurance companies
do the same?

Speed isn't the only
thing we're concerned
about at RLI.

Compassion and

caring are what this
business is all about.

We need to be there,

showing our support
when our customers'

business or home

burns down. We need

to work to change the
300 year old tort

system that ends up

making the insurance
company the ultimate
loser. We need to let

the public know what

the insurance industry
does for their safety
and well-being. Work
with RLI in making

the changes we need
to make. I challenge

you to be the best

you can be.

9025 N. Lindbergh Drive
Peoria, IL 61615

800/445-5468



Where candidates stand on industry issues
Business Insurance this week

spotlights the majcr candidates run-
ning for the U.S. Senate in Alaska,
Idaho, North Dakota, Oregon, South
Dakota and Washington.

The candidates were asked for

their views on these pressing issues
for risk and employee benefits mar.-
agers and the insurance industry:
health care coverage reform, tort re-
form, insurer antitrust reform and
the potential role of the federal gov-
ernment in insurance regulation.

Alaska

Republican incumbent Frank
Murkowski co-authored a GOP

health care reform plan, addec as an
amendment to the Senate tax bill,

that is designed to provide nealth
care to the 37 million unirsured

Americans. He opposes "play-07-

Senate ' 92 3rdof

Rac,e 5 parts

pay" plans and Canalian-style na-
tional health insurance.

The GOP plan would orovide tax
credits for individuals, families and 
the self-employed who buy private
coverage. For the working poor, it
would help states ie: ip health care
programs.

For the unemployeo, i: would ex-

pand community health zenters.
The plan fc,cuses on preventive

care and managed care 3 cut costs.
Relrn.ing the medical liability laws
could cut administratir e overhead

$15 billion, Sen. Murkowski said.
Tort reform is vital to eliminate

frivolous medical malpractice law-
suits and control rising medical
costi he argues.

Sen Murkowski, 59 supported
the uniform federal product liability
bill that died recently in the Senate
(BI, Sept. 14)

The senator opposes reforming the
McCarran-Ferguson Act, which
grants insurers limited antitrust im-
munity.

He also opposes a lederal role
in insurance regulation, because the
states have proven adept in most
cases, he said. "If it .sn't broke,

don't fix it"

Democratic challenger Tony
Smith, 50, is a columnist for the

Ar.chcragE Times newspaper. He
was a meter of

the U.S. Olympic
International Re-

lations Commit-

tee, vice chair- 1,
man of theAnchorage -11
Chamber of

Ccnimerc€ and a

beard member of

the U.S House-

Senate Demo- Mr. ST-ith
cratic Council.

Mr. Smitn also chaired Alaska's

Bodily Injury Repar:tions Commit-
tee, created by the governor to de-
velop zort law reforms.

Mr. Smish favors E universal

AS YOU CAN SEE, ADMINISTERING OUR FULL-SERVICE 401(K) PROGRAM

CAN BEAVERY TIME CONSUMING JOB.

By combining advanced tech-
nology for transaction processing
with a commitment to cl uality
service a J6hn HancocK 401(kj

program greatly simplifies the
administration ofyour plan.We
provide toll-free numters for both
sponsors and partici 32n IS, along
with product features that make
the plan simple, comple.e and reli-
able foryou and your employees.

Ir fact, ifyou use our full-service
program. reading this ad might .

well be one of your most tme con-
suming tasks, so we'll keep it brief.

For complete information
ebout John Hancockk 401(k)

programs, please call Mau-een
Ph,Ilips, Vice President. at
i617) 572-1645

®

Financial Services

L Investmen= and Pensicn Group

©1592 John Hanco,k Mut.tal Ute Insurance Comparry. Boston. Jassachumtti

health care system that guarantees
all citizens a basic level of care and

emphasizes prevention, early delec-
tion and cost containment. He

would preserve what works now-
quality care and choice of provider.

Health care should be financed

by sharing costs among everyone
covered, he said. He also calls for
reducing the estimated $176 billion
that is spent annually on health care
administration.

On tort reform, he favors alter-
native dispute resolution tech-
niques.

Mr. Smith said he does not op-
pose a federal role in insurer sol-
vency regulation and would like to
study closer the federal insurer sol-
vency regulation bill, HR 4900, that
Rep. John D. Dingell has introduced
(BI, April 20; April 13).

Idaho

Boise Mayor Dirk Kempthorne
is vying for the seat being vacated
by his fellow Republican, Sen. Steve

Symms, who is
retiring.

Mr. Kempth-
orne, 40, says he

4 "absolutely re-
lects socialized

 medicine and the
mandatory fed-
eral play-or-pay
program."

Instead, "we

Mr. Kempthorne need to reignite
the consumer's

role in health care and provide in-
centives to private sector health and
insurance providers."

To do this he proposes:
• Making health care costs 100%

tax deductible for the self-em-

ployed.
• Tax credits for individuals who

purchase private insurance and pay
their own health care Costs.

• Incentives for new physicians
to accept Medicare patients.

• Tort reform for "more ratio-

nal medical liabihty."
Mr. Kempthorne supports a uni-

form federal product liability law.
He opposes insurer antitrust re-

form and says states should con-
tinue to monitor insurance solvency
and regulation.

Democratic challenger Richard
H. Stallings, 51, a four-term U.S.
House member, says "health care
financing" should be reformed,
though he does not specify how,
and health services in rural areas

should be improved.
He favors tort reform "if it strikes

a genuine balance between the
rights of citizens or corporations to
be compensated. .and the need for
citizens and businesses to be freed

from abusive suits."

Rep. Stallings also opposes re-
forming or repealing McCarran-
Ferguson and supports state reg-
ulation of insurance.

North Dakota

Democrat Byron Dorgan is seek-
ing the U.S. Senate seat formerly
held by Democrat Kent Conrad.

Rep. Dorgan, 50, is serving his
sixth term as North Dakota's only
congressman.

"The U.S. health care system is
in trouble," he says in an issues
booklet.

He recommends a universal .

health care system and supports
price controls and cost-containment
programs. The resulting savings
should be used to pay for expanded
coverage for the needy, including
those covered by Medicaid.

Rep. Dorgan also supports tort re-
form measures "to reduce the num-

ber of lawsuits and the amount of

defensive medicine that is now

Continued on next page
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Mr. Sydness

Continued from previous page
practiced because of the threat of
lawsuits."

He also favors: price controls on
certain prescription drugs, if "price
gouging is occurring"; more re-
search on serious diseases; and
strengthening rural hospitals.

In addition, Rep. Dorgan said he
is "fighting to change the law so
self-employed persons, including
farmers, can deduct 100% of their
health care costs on their income

tax forms, rather than merely 25%."
Republican challenger Steve

Sydness, 37, works in market de-
velopment and strategic planning
for Great Plains Software Inc. He
is on the President's Council on
Rural America and has worked as

an associate with Henry Kissinger's
consulting firm, which provides po-
litical and economic advice.

Mr. Sydness said that "nation-
alized health care or health insur-
ance is not the answer" to the na-

tion's health care problems. But, he
added, the government has a re-
sponsibility to improve the system.

He also would control health care

costs by reforming medical mal-
practice laws to limit non-economic
damages, joint and several liability
and contingency fees to lawyers.

Standardized forms and proce-
dures for processing health insur-
ance claims, payments and billings
would help lower administrative
costs, he said.

He also favors changing antitrust
laws to encourage health care facili-
ties to work together to provide ef-
fective-but not duplicative-ser-
vlces.

Mr. Sydness also recommends re-
quiring insurers to cut premiums
for employers that set up employee
assistance programs.

To prevent "job lock"-workers
afraid to switch jobs for fear they
will lose health insurance-Mr.

Sydness would bar insurers from
denying coverage based on a pre-
existing condition.

He also recommends establishing
individual medical accounts, which
would allow a person to set aside
pretax dollars to pay for medical
expenses.

On insurance regulation, Mr. Syd-
ness favors state rather than federal

regulation.
The other U.S. Senate seat from

North Dakota became vacant last
month with the death of Democrat

Quentin Burdick, 84. A special elec-
tion to all that seat is scheduled for
Dec. 4.

Candidates for that seat were no-

minated Oct. 4 at special party con-
ventions.

The Democratic candidate, Kent
Conrad, 44, is completing his first
term as a U.S. senator. He did not
seek re-election to his own seat be-

cause of a campaign promise that
he would leave the Senate if the

nation's budget deficit was not re-
duced. But, he accepted a unani-
mous Democratic party draft.

The Republican candidate, Jack
Dalrymple, a 44-year-old farmer,
is a representative in the North Da-
kota Legislature.

Oregon

Four-term Republican incumbent
Bob Packwood, 60, believes that
"reform of the existing employer-
based health care system is the most
reasonable and efficient approach"
to health care reform.

Sen. Packwood, who first intro-

duced his Comprehensive Health In-
surance Plan in 1974, claims it is
compatible with the Oregon Health
Plan (BI, Aug. 10). He has been
trying to persuade the administra-
tion to grant the Medicaid waiver
needed for Oregon to implement its
health plan.

CHIP would require all employ-
ers to offer basic health insurance

to full-time employees and many
part-time employees and their de-
pendents. It would limit employee
contributions to the cost of the cov-

erage
Small businesses and low-income

working families would receive tax
credits to help pay for coverage.

A state-administered program
would offer the same basic bene-

fits to the unemployed and some
part-time employees.

The bill also calls for adminis-

trative simplifications, like uniform
Continued on next page
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We're out to change the way you look at group insurance.
When it comes to getting the
right information at the right
time, you've got to get up
pretty early to beat the Sun.
Which is why more and more
brokers are looking to Sun
Life of Canada for the best in

personalized service.

Our dedicated professionals
deliver exceptionally reliable
and accurate information, plus
the kind of rapid turnaround
on claims and underwriting
that brokers want and need.

The group products we offer
shine a little brighter, too.

The Sun Life Advantage

Ana DENTAL daims management
system that exceeds industry standards
in turnaround time - while actually
increasing flexibility and improving
benefit delivery.

The most jiexible STOP LOSS plan in
the business - available coupled with
other benefi ts or as a stand-alone

product. Moreover, we're committed
to working with TPAs and brokers on
even the most difficult problems.

DISABILITY insurance that covers all

yourneedsforLTDmid,97D- including
an innovative rehabilitation program
that uses local resources to return

employees to the work force sooner.

l./FE thatpromotes/*. Our Wellness
Discount Program for employers with
a non-smoking policy, fitness program
and/or health screening allows premi-
um discounts of up to 5%.

To find out more about the

Sun Life advantage in Dental,
Stop Loss, Disability and Life,
call us at 1-800-882-4786,
ext. 6839.

We'll show you why choosing
Sun Life just might be the
wisest move you can make.

 Sun Life
ofCanada

Wellesley Hills, MA 02181



Candidates' views
Continued from previous page
health insurance claim forms, to

help cut costs.
Democratic challenger Les Au-

Coin, 50, a nine-
term U.S. House

member, advo-
cates a single-
payer national
health program
administered by
an independent

federal agency. ')

also would cover / J f /

preventive care, Rep. AuCoin
home care and

nursing home stays as well as pre-
scription drugs.

The federal agency would set
budgets to control costs.

Though Rep. AuCoin has worked
to gain federal approval of the Ore-
gon Health Plan, he believes it is

no substitute for comprehensive na-
tional health insurance.

South Dakota

Republican challenger Charlene
Haar, 51, says a national health
care program would be "irrespon-
sible and ineffective. Health care

choices should remain in the hands

of the people, not government bu-
reaucrats."

Ms. Haar supports a comprehen-
sive health care plan like the plan
President Bush unveiled earlier this

year (BI, Feb. 10). The plan would,
among other things:

• Create new tax credits and de-

ductions in the form of vouchers to

working low- and middle-income
Americans.

• Require insurers to cover pre-
existing conditions.

• Make health insurance premi-
ums fully deductible for self-em-
ployed workers.

On tort reform, Ms. Haar would

IN A TIME WHEN GROUP HEALTH RATES

ARE RISING OUT OF CONTROL, THERE'S A

REASON WHY OUR RATE INCREASES FALL

WELL BELOW THE NATIONAL AVERAGE.

IT'S OUR REVOLUTIONARY APPROACH

TO THE PROBLEM. BECAUSE WHILE

EVERYONE ELSE STILL

FOCUSES ON JUST

PAYING CLAIMS

QUICKLY. WE

FOCUS ON

MANAGING

RISK. WE

SCRUTINIZE THE

NECESSITY OF EVERY

TREATMENT, CONFIRM EVERY

DIAGNOSIS, AND AUTHORIZE PAYMENT ONLY

FOR APPROPRIATE CARE. WE SHOW YOUR
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limit punitive 
damages: "I seek 

ness and predict- LIIA# 42#Ili
ability to puni- 2442.-Ari
tive damages by 

priate limits on

them, dividing 
trials into two ILil

phases to deter- Ms. Haar
mine liability se-
parately from damages, and requir-
ing clear proof of wrongdoing."

Ms. Haar opposes federal invol-
vement in insurance regulation.

"Solvency enforcement and stan-
dards should be left to state govern-
ments," she said. "If these were

transferred to federal responsibili-
ties, it would be only a matter of
time until the program would be
run by Washington bureaucrats and
could end up like the S&L mess"

Tougher federal laws on white-
collar erline would reduce the num-

CONTROL COSTS.

ber of insolvencies, added Ms. Haar,
a teacher at Madison High School in
Madison, S.D.

Democratic incumbent Sen.

Thomas Daschle, 44, did not re-

spond to requests for his views.

Washington
Vying for the seat of retiring

Democratic Sen. Brock Adams is

five-term U.S. Rep. Rod Chandler,
a Republican.

Rep. Chandler, 50, has introduced
three bills-H.R. 1565, H.R. 2453
and H.R. 1004-that would make

basic, low-cost health insurance
available to all citizens.

Under the legislation, insurers
would be required to make a core
benefits package available to em-
ployers. Small businesses would be
encouraged to band together to form
health insurance purchasing groups.

Rep. Chandler's legislation also
would clamp down on health care
costs by limiting the amount of

UNDER OUR PROGRAM WE'VE BEEN

ABLE TO OFFER THE BEST QUALITY CARE

WITH 21 % FEWER HOSPITAL ADMISSIONS

THAN THE NATIONAL AVERAGE. AND HOSPI-

TAL STAYS THAT ARE 30% SHORTER.

WITH OUR APPROACH

TO GROUP HEALTH

CARE, WE'RE

CHANGING THE

WAY COSTS

ARE HEADED.

WHILE EVERY-

ONE ELSE IS GOING

AROUND IN CIRCLES.

FOR MORE INFORMATION

CONTACT: JOHN DOYLE, V. P./MANAGER

BENEFIT SALES, LIBERTY MUTUAL INSURANCE

GROUP, 100 MAIN STREET, DOVER,

NEW HAMPSHIRE 03820.

H TELEPHONE:
6

LIBERTY 
603-749-2600. MUTUAL®WF
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money attorneys can receive in med-
ical malpractice cases. His plan en-
courages alterna-
tive means of re-

solving medical
malpractice
claims.

He also would f #
control health .... /
care costs by
promoting health
plans that fea-
ture managed
care, including Rep. Chandler
preferred pro-
vider organizations.

The proposals aim to reduce ad-
ministrative costs by streamlining
the insurance billing system.

Patty Murray, 42, a Democrat
and one-term state senator, has
backed family leave legislation in
the state legislature. She says she
favors "a national health care sys-
tem where decisions about our

health care are made by individu-
als and their health care providers,
not by the insurance companies
(and) where health care is access-
ible to everyone."

Los Angeles Bureau Chief Joanne
Wojcik, Associate Editors Louise
Kertesz in Los Angetes and Meg
Ftetcher and Laura Mazzuca in Chi-

cago and Staff Reporter Sara Marley
in Chicago contributed to this re-

port.

RJR Nabisco plan
Continued from page 1

Cost was not a factor in adopting
the new plan, which will cost
roughly as much as the plans it is
replacing, said Gerald Angowitz,
vp-employee benefits with RJR
Nabisco in New York.

RJR Nabisco benefit executives

say the new plan is the best ap-
proach to meeting the benefit
needs of an increasingly diverse
workforce.

"This provides fairer, more eq-
uitable benefits to a more diverse

workforce. It is fair to all employee
groups-short service, fast
trackers, mid-career hires and
long-service employees," said Mr.
Angowitz.

"This is the first plan to treat
all employees in a fair and equi-
table manner," concurred Eric
Lofgren, a consultant in the New
York office of The Wyatt Co.,
which helped design the plan.
Wyatt calls it a pension equity
plan, or PEP.

"This has a great potential to
be a very popular plan. It has vir-
tually all the advantages of both
traditional defined benefit and

cash balance plans and virtually
none of the disadvantages," Mr.
Lofgren added.

Other consultants have pro-
moted similar concepts, though no
other company has adopted the de-
sign. But the move by RJR Nabisco
may spur interest elsewhere. "With
a major company adopting this de-
sign, that in itself will develop a
tremendous amount of interest,"
said Vince Tobin, a group execu-
tive and consulting actuary at
Buck Consultants Inc. in Secaucus,
N.J.

"Erankly, I like it. It is easy to
understand and to communicate.

It may be a lot more appealing
than a traditional plan," said Dale
Allen, a principal with William M.
Mercer Inc. in Stamford, Conn.

The PEP plan marks the sec-
ond major departure from the tra-
ditional final average pay formula
used by defined benefit plans.

The first was cash balance pen-
sion plans, which were considered
revolutionary when Kwasha Lip-
ton designed one for BankAmerica
Corp. in the mid-1980s.

In cash balance plans, which
Continued on next page
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Continued from previous page
have since been adopted by about

200 employers, an account balance
is established for an employee. The
account balance grows as the em-
ployer provides benefit credits
equal to a fixed percentage of sal-
ary. And companies guarantee that
account balances will increase at a

certain rate, like the interest rate
on one year-Treasury bills. A
vested employee is entitled to the
balance when leaving the com-
pany, regardless of age.

Behind the drive for new pen-
sion plan designs lies employer
frustration that employees have

little or no understanding of their
plans. Yet after health care, pen-
sions are a company's most expen-
sive benefit.

"Pension plans have been a
black box that the average par-
ticipant cannot understand," said
Wyatt's Mr. Lofgren.

Cash balance plans reduce that
problem. At a single glance, an em-
ployee knows the value of his or
her account-expressed in dollars,
rather than some obscure formula.

And cash balance plans have ap-
pealed to shorter-service workers.
Because benefit accruals tend to be
"front-loaded" when the account is

established, shorter-service em-
ployees receive much higher bene-
fits than they would receive from a
traditional final average pay plan.
In a traditional plan, benefit ac-
cruals typically are "back-loaded,"
meaning that benefits are skewed
to an employee's final years of ser-
vice.

On the other hand, mid-career

hires or fast-track employees
whose earnings swell in a short
period of time don't fare as well
in a cash balance plan compared
to a traditional final average pay
plan.

One reason is that a major por-
tion of the benefit in a cash bal-

ance plan is derived from the com-
pounding of inte?est earned on the
account balance. An employee
hired at mid-career simply may not
be there long enough for interest to
compound significantly.

At the same time, a fast-track

employee won't fare as well under
a cash balance plan because bene-
fits are based on career earnings
and a credited interest rate rather

than the employee's highest salary.
RJR Nabisco began to consider a

new plan design about 12 to 15
months ago that would combine
the best features of other types of
pension plans.

"We asked what plan design
makes the most sense for the

workforce of the future," said Mr.
Angowitz.

That workforce is rapidly grow-
ing more diverse, with a mixture of
mobile short-service workers, mid-
career hires, and long-service em-
ployees.

"You have a portion of the
worldorce that is young and mo-
bile. And there is a portion of the
workforce-the aging baby
boomers--that is settling in. You
need a plan that meets the needs
and is fair to both groups," Mr.
Lofgren said.

"The reality is you don't have
a workforce that is overwhelm-

ingly composed of workers who
stay 35 years," agreed Larry Sher,
a partner at Kwasha Lipton in Fort
Lee, N.J.

With a relatively steady accrual
of benefits, a PEP program like
RJR Nabisco's is fairest to all em-

ployees, Mr. Lofgren said.
At the same time, a PEP design

may actually be easier to under-
stand than a cash balance plan, in
which changing interest rates will
affect calculations of the account

balance, he said.
By contrast, PEP plan benefits

are based on "knowable" elements

-employee's final average pay and
age-related credits, Mr. Lofgren
added.

Not every company, of course,
will want a PEP plan. Some, for
example, may not want a plan that
is partly based on final average
pay, said Kwasha Lipton's Mr.
Sher.

The cost of final average pay
plans can be very unpredictable
during periods of high inflation
and big salary increases, he noted.

Mr. Sher says, though, that PEP
should not be viewed as a rival of

cash balance plans, adding that the
plans have more similarities than
differences.

Indeed, some benefit experts
view PEP as in the middle of the

pension spectrum with cash bal-
ance plans at one end geared more
to shorter-service employees and
traditional plans at the other end
geared toward long-service em-
ployees. •
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FROM KODIAK TO KEY WEST, FROM BANGOR

TO BAKERSFIELD, EXPRESS SCRIPTS

PREFERRED PROVIDER PHARMACIES

CRISSCROSS THE UNITED STATES.

EXPBESS
ZSCRIPTS

ON-LINE • MAIL SERVICE • DUR

1-800-332-5455

In 1932, a hospital room cost just $4 a day: And
people still couldn't afford it. Inthedepthsofthedepression, healthcarewas

a luxury many did without. That is, until 1932 when Sutter Health-a system thafs been taking care 6f Northern

Califomians since 1923 created oneof the country's firsthospital plans. Today, therearemorehealth plans than everto

choose from. But business owners and managers are still searching for reliable, affordable options. Thafs why Sutter

Health is back with Sutter Preferred Health Plans. Sutter Preferred's portfolio of health benefit products includes Omni

Health Plan, an HMO; Sutter Preferred Health and Life; a fully insured PPO; and managed care administration of

medical, dental and vision plans forself-insured employers. Sutter Preferred negotiates its own contracts with providers

to better control expenses. While there is no $4 hospital room, providing affordable group health care options is our

cornmitment. To find outmore about Sutter Preferred, calll-800-225-2795. 1* Sutter Pr#erred
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Chooseme wrong system
an[Ilives will he lost

If you choose a health
claims management system
that doesn't let you do any-
thing but process claims,
you'll p,obably end up
processing cancellations.

Customers today demand more than just
benefits administration. QicClaim/2© from
Resource Information Management Systems, Inc.
(RIMS) gives you more cost-saving options than
any other system.

QicClaim/2 is the most flexible system available.
It gives you software to handle billing, managed
care programs, flexible spending plans, utilization
reporting and much more. Itoffers hardware
flexibility through open systems architecture ([BM,
Data General, PC Networks and more). It includes
you in a client association for business network
resourcing. It's being used to process claims for
more than 20 million covered lives, internationally.

And, our new integrated technologies allow you
to offer even more services to your customers and
let you perform them faster and more profitably.
IMAGE

No more hard copy hassles. Just scan in original
documents and index them with parametersyou
design. IMAGE creates electronic on-line files. It
allows for side-by-side retrieval and claims process-
ing on a single screen. Filing's simplified. Data
entry time is significantly reduced. And, you don't
have to wony about blisteredeyes from staring
at microfiche.

Electronic Claims Submissioni

Batch Adludication
QicClaim/ECS allows you to accept claim

information directly froma provider or
clearinghouse viatape, floppy disk ordata
communications link.

This technology also allows forautomatic
adjudication where all files that meet pre-defined
claim criteria are automatically processed. Only
claims that aren'tcompleteorare red-flagged

RimS

by conditions you define need be reviewed by
an adjuster.

You're ableto betterallocate resources and

decrease mail and paper handling, while you
maximize productivity and profit.

Medical Claims Auditing
With Medical Claims Auditing you can save

upto 15% in medical costs foryourclients each
year. The QicClaim/2 system identifies claims with
potential for audit savings. The medical claims
auditing software then reviews those claims for
improper coding and recommends modified
payment, where appropriate. Claims that don't
pass the auditprocess are held for modification or
review by an adjuster. No overpayment, just the
appropriateamount.

Cost Management Selvices
An opportunity for true cost management via

easy-to-use PC-based database technology that
compares plan data with regional and national
healthcare norms. RIMS' relationship with a
national healthcare data management firm lets
you analyze healthbenefit planperformance and
provide employers with comprehensive health
risk assessment and cost management services.

Wo,kers' Compensation
We've joined forces with a leading workers'

compensation software vendor to enable you to pro-
cess both employee benefits and workers' compen-
sation claims on an integrated basis. Any claims that
are suspected as duplicates are immediately iden-
tified. And, you're given access to shared medical
information, coordinatedemployeecommunications,
claims reporting procedures and combined self-
insurance/excess programs.

For health claims, workers' compensation, even
"24-Hour Coverage" - this is youradministrative
solution.

More than sofhvare, solutions
Keep your business alive and well. Keep your

customers happy. Make yourbusiness more
profitable. With QicClaim/2 from RIMS.
For more information call 1400-950-0099.

The Leader in Benefits Administration Software

ResourcelnlonmationManagementS,stems,Inc. * 500Taohnoloq,Dtive
P.O. 8013094 + Naperville,IL60566-7094 0 706/305300, en.269 * FAX:70813656168
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Age-related credits key
to Nabisco pension plan

NEW YORK-RJR Nabisco Inc.'s

new pension equity plan is based on
age-related credits and final average
salary.

Workers earn the credits, ex-
pressed as percentages, for each year
that they work at Nabisco. The per-
centages increase according to the
age-bracket in which a worker falls.
Each age bracket generally covers a
five-year period.

Under the new plan, which was
designed in conjunction with The
Wyatt Co., credits range from 4% for
each year worked under age 30 to as
high as 13% for each year starting at
age 60.

These percentages are added up
and multiplied by final average pay.
Final pay is the average of the high-
est three years of earnings over a
worker's last five years on the job.

In addition, smaller age-based
percentages are provided for final
average earnings that exceed "co-
vered compensation." Covered com-
pensation is the average of the So-
cial Security taxable wage base
measured over a 35-year period.
These averages are published in
tables compiled by the Internal Rev-
enue Service.

The sum of these smaller age-
based percentages would then be
multiplied by final average earnings
above the covered compensation
threshold.

The lump-sum benefit to which
a worker is entitled would be the

sum of the calculation involving all
pay and the calculation on earnings
exceeding covered compensation.

Wyatt offers an example of how a
PEP can be designed and how bene-
fits could be calculated. This exam-

ple assumes that an employee is re-
tiring at age 65 with 20 years of
service and a final average salary of
$50,000.

In the example, the percentage
credit applied to all pay begins at
9% for each year of service at age 45
and increases by one percentage
point in succeeding five-year age
brackets until age 60, when the
credit reaches 12% and remains at
that level.

For pay exceeding covered corn-
pensation, the credits are: 0% under
age 34, 1% for ages 35 through 44;
2% for ages 45 through 54; and 3%
for age 55 and up.

Covered compensation for this
employee is $20,000.

For all earnings, the employee
earned 45% for service between age
45 and 49,50% for work between 50
and 54,55% for service between 55
and 59 and 60% for work between
60 and 64.

The sum of these percentages is
210%. The final average earnings
of $50,000 multiplied by 210% is
$105,000.

The same steps would be applied
for age-based credits for pay above
covered compensation. Those credits
total 50%. Final average earnings
above covered compensation-in
this case, $30,000-would be multi-
plied by 50%. The result is $15,000.

The two sums-$105,000 for all

earnings and $15,000 for earnings
above covered compensation-
would be added producing a lump
sum benefit of $120,000.

The retiree could take the

$120,000 as a lump sum or con-
vert it into an annuity.

-By Jerry Geisel

For lhe Record

CNA Insurance names

Engel new president
CHICAGO-Philip L. Engel has

been named president of the CNA
Insurance Cos., succeeding Dennis
H. Chookaszian who held the posi-
tion since 1990.

Mr. Chookaszian was recently
named chairman and chief execu-

tive officer of CNA Insurance Cos.

He succeeds Edward J. Noha, who is
now chairman of parent CNA Fi-
nancial Corp.

Mr. Engel had been executive vp
of CNA since 1990. Before that, he
was vp of systems and services, fol-
lowing 11 years as vp of marketing.
Mr. Engel is also a director of CNA
Financial Corp.

Equitable declares
first stock dividend

NEW YORK-Equitable Cos. Inc.
recently declared its first quarterly
stock dividend.

The cash dividend of 5 cents a

shaIF on its common stock will be

paid Oct. 16 to shareholders of rec-
ord Sept. 28. Equitable says regular
quarterly dividends are expected to
begin in November.

Several months ago, the msurer
completed its conversion to a stock
company from a mutual insurer.

Managed care cuts
workers comp rates

JEFFERSON CITY, Mo.-Mis-

souri employers soon will receive
a discount on their workers com-

p premiums if they use a managed
care program to hold down workers
comp medical costs.

State regulations that take effect
Nov. 1 will provide discounts to em-

ployers that contract with a state-
certified preferred provider organi-
zation or any managed care pro-
gram under contract with the em-
ployer's insurer. Those discounts
will be at least 5% total over three

years.

"The regulations allow employers
to exert control over their workers

compensation costs and reduce the
impact of increasing premiums,"
said Lewis E. Melahn, Insurance
Department director.

Certification requirements for
other managed care programs, like
health maintenance organizations,
are to be developed in the future.

New policy covers
loans on polluted land

NEW YORK-A new policy for
lenders will cover at least $10 mil-
lion in loans that go into default on
polluted property.

"It covers a bank's principal and
interest when they can't foreclose on
real estate because it is polluted,"
explained Tom Vietor, a Johnson &
Higgins senior vp and manager of
the broker's New York financial

group.

The policy, though, "does not
cover third-party liability," he said.

American International Surplus
Lines Insurance Co., an American
International Group Inc. unit, un-
derwrites the coverage. Limits of
$10 million are available, and a
lender can seek an additional $10
million from the insurer.

Deductible range from $500,000
to $1 million. Coinsurance require-
ments range from 10% to 25% after
the deductible.

The policy, unveiled by J&H, ap-
plies t6 all loans on a lender's books
at the time it purchases the cover-
age. I
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Troubles mount in Scandinavian market
majority of its U.S. subsidiary, Skandia
America Corp. (BI, Oct. 5).

The final filing price was $18 to $20 per
share, down from an original target of $25,
said Skandia Secretary, Johan Bergenstjerna.
The Skandia offer of 9 million shares was sub-

scribed two times over at $18 per share.
"Since the price on the final filing was ex-

actly the minimum, we decided we could not
justify the deal to our shareholders," he said.

The primary factor in this decision was the
poor prospects in the U.S. reinsurance market.

By MARIA KIELMAS national Credit, in which the insurers had sig-
nificant shareholdings (BI, Sept. 14).

STOCKHOLM, Sweden-Troubles continue The banks contend that the refusal repre-
to mount for Swedish insurers after Skandia sents an arbitrary about-face from the insur-
Holding A.B. canceled the initial public offer- ers' policy of supporting the credit insurers
ing for its U.S. reinsurance unit and Trygg earlier this year. And the Swedish government
Hansa SPP Holding A.B. posted disastrous in- has let it be known that it will not intervene in
terim results. the dispute between the banks and insurers.

Both insurers also face increasing hostility Insurance analysts are not optimistic about
from Swedish banks, which are angry that the the Swedish market's prospects, in light of re-
two insurers refuse to bail out bankrupt credit cent events.

insurers Svenska Kreditforsakring and Inter- On Sept. 30, Skandia canceled plans to sell a

Colombia may bar K&R
Pending legislation would outlaw payment of ransoms

By MARIA KIELMAS would have to prove it," the oil executive said.
In his opinion, an equivalent law in Italy has made

LONDON-Anti-kidnap legislation currently little diHerence to the kidnapping risk.
being considered by the Colombian Congress is send- However, Fundacion Pais Libre, a voluntary orga-
ing shivers throughout the oil industry there and nization dedicated to combating kidnapping incidents
could prevent some kidnap and ransom underwriters and which initiated the anti-kidnap bill, says the Ital-
from issuing coverage in the country. ian law, which also includes a prohibition on the

The proposal being considered by the Colombian buying and selling of kidnap and ransom insurance,
Senate mainly would: has decreased the number of kidnap incidents an-

• Define kidnapping as a major crime and deny its nually to seven from more than 70.
perpetrators any right of pardon, amnesty or parole. The group collected 1 million signatures from Co-

• Create a special section in the attorney general's lombians supporting the legislation, including 56 sen-
office to deal with kidnapping. ators and 74 members of the Chamber of Deputies.

• Freeze the assets of kidnap victims' families so Pais Libre says the traditional U.S. process of
that ransoms could not be paid. coping with a kidnapping, whereby the authorities

In addition, an oil or mining company found to try to bring the kidnappers to justice after saving the
have paid a ransom would have its contract with the victim, is counterproductive in Colombia, because the
government terminated. public has little confidence in the security services.

The threat of terminating contracts if it could be In Colombia, negotiations are geared toward saving
proved a company paid a ransom has come as a the victims' life and avoiding legal action against
shock to the oil industry in Colombia. the perpetrators.

National and foreign companies in Colombia gen- Opponents of the legislation say the Colombian
erally provide kidnap and ransom coverage for their authorities would have a jurisdictional problem im-
executives. One Bogota executive said that if this cov- plementing the law.
erage were not provided, no foreigners would live in Proving that a ransom had been paid by a company
the country. About 30 foreign oil companies, mostly would be near impossible, says Andrew Askham,
North American and European but also some Aus- kidnap and ransom specialist at Investment Insurance
tralian, have operations in the country. International, a division of London brokers Hogg

The oil industry in Colombia is lobbying fiercely Robinson Group P.L.C. K&R policies for executives
against the anti-kidnap legislation. Industry officials in Colombia are issued in the United Kingdom or

, think such a law will be unenforceable and counter- other countries outside Colombia, paid for in U.S.
productive, and make oil industry executives even dollars and paid by the insurer and the policyholder's
more of a kidnapping target than they are already. company from the head offices in Europe or North

No oil executive has been kidnapped in Bogota for America as part of some global insurance coverage.
seven years, although kidnapping is frequent at out- An anti-kidnap law in Colombia, he says, would
of-town oil field sites, a Bogota oil executive said. simply drive the payment of ransoms into the hands

The anti-kidnap bill "is a pretty draconian mea- of third parties in offshore havens.
j sure, and it will make a profound difference to the Mr. Askham says an average company pays $40,000

way the industry is run in this country. There is no to $60,000 for $1 million worth of K&R coverage.
room for maneuver. But maybe we could get someone This coverage can include up to 10 individuals and
to pay the ransom through a third party, and the state Continued on page 43

ElL rate approval sought
German insurers

emphasize rates
are just a model

By CAROLYN ALDRED
and DON LEWIS KIRK

BONN, Germany-The Assn. of
Liability & Casualty Insurers in
Germany, HUK-Verband, has ap-
plied to the German Cartel Office
for approval of rates for its new en-
vironmental impairment liability
policy.

HUK-Verband's "tariff book"

lists nine industrial risk categories
and determines the premium com-
panies in each category are likely to
pay for EIL coverage.

The EIL coverage will be pro-
vided by a new pollution insurance
policy the association drafted late
last year in response to Germany's
tougher environmental liability law
(BI, Oct. 7, 1991).

The law, which took effect Jan.

1, 1991, imposes strict liability for
wrongful death, personal injury or
property dannage caused by air, soil
or water pollution, as well as liabil-
ity for environmental damage
caused by "normal operations."

The law also mandates that cer-

tam industrial companies purchase
EIL insurance or provide financial
guarantees that they can meet their
new, broader liabilities.

Insurers initially balked at insur-
ing the new liabilities, particularly
pollution damage caused by normal
operations.

"Insurance costs to companies
will depend upon the category into
which they fall," says a HUK
spokesman in Bonn. •

For example, he said, "The model
recommends a paper factory have a
risk factor of 2.2, which means it
requires an insured sum of 2 million
deutsche marks ($1.5 million at the
current exchange rate) and a net in-
surance premium of 381 deutsche
marks ($285.82) for small factories,
511 deutsche marks ($383.35) for

middle-sized and 640 deutsche

marks ($480.13) for large facilities."
The model gives facilities like coal

liquidation plants a risk factor of
7.0, which means the company re-
quires a policy limit of 2 million
deutsche marks and insurance pre-
miums ranging from 3,380 to 7,087
deutsche marks ($2,535 to $5,315),
depending upon the size of the fa-
cilities.

Insurers have voiced reservation

about the HUK rates and emphasize
they serve only as a model for insur-
ers to follow.

At least three industrial insurers

-Gerling Konzern Versicherungs-
Beteiligungs A.G., Haftpflichtver-
band der Deutschen Industrie NaG

and Mannheimer Versicherung A.G.
-say they have worked out their
own rating system.

HDI's EIL underwriting expert,
Tilmann Hess, said, "Our rates are
similar to HUK's model, but it's
necessary to set rates according to a
client's needs and the demands of

Continued on page 43

Projections of hardening rates in the wake of
hurricanes Andrew and Iniki had caused a
stock rally, but Skandia was not optimistic the
market would turn.

"Maybe the rates will rise short-term," said
Mr. Bergenstjerna, "but there is still overca-
pacity."

The gloom in Scandinavia deepened on Oct.
2 when Trygg Hansa posted disastrous Jan-
uary-to-August results. Interim profits, which
last year had been 1.09 billion krona ($197

Continued nert page

Claims payments
resumed by MMI

By GAVIN SOUTER

LONDON-Municipal Mutual In-
surance Ltd. has resumed paying
claims one week after it announced

a payment moratorium because a
rescue plan to save the troubled in-
surer had collapsed.

And MMI is confident that it can

find other British insurers to take on

many of its existing policyholders,
said Chief Executive Brian Wright.
"It is now clear that a number of

parties are interested in purchasing
various parts of the group."

Some personal lines business has
been transferred to General Acci-
dent Fire & Life Assurance P.L.C.
and Norwich Union Fire Insurance

Society. Talks are continuing with
other insurers about taking over the
rest of the MMI business, two-third
of which is commercial lines.

Meanwhile, local authorities that
constitute about 85% of MMI's com-

mercial risks are discussing setting
up another mutual or captive in-
surer to carry their risks, said Mar-
tin Pilgrim, finance director of the
Assn. of Metropolitan Authorities.

MMI decided to resume claims

payments having taken "stock of
the situation," Mr. Wright said.

The company puts its total assets
at 1.4 billion pounds ($2.37 billion at
current exchange rates), but would
not disclose its total outstanding
liabilities.

In 1991, the insurer lost 238.6
million pounds ($446.2 million at
the year-end 1991 exchange rate) on
net premiums of 784.9 million
pounds ($1.47 billion).

Several local authorities were re-

cently left without coverage as their
MMI policies approached an Oct. 1
renewal date (BI, Oct. 5).

Most found coverage with other
insurers, said Mr. Pilgrim, although
at higher premiums and retentions.

Action group to sue
The Rose Thomson Young Syndi-

cate 255 Names Action Group plans
in November to serve writs alleging
negligence against the Lloyd's mem-
bers agents who represented them,
said Sir David Berriman, the
group's chairman.

"Once the writ is issued, we will
sit down with RTY's errors and

omissions underwriters and try to
settle without going to court," Sir
David said.

The E&0 underwriters had pre-
viously indicated that they could not
negotiate until formal legal pro-
ceedings had been started, he said.

The 600-member group decided
Oct. 5 at its annual general meeting
to proceed with the writ.

Several days earlier, a Lloyd's loss
review committee blamed the losses

largely on errors in underwriting

LONDON

judgment (BI, Sept. 28). Ineffective
management control by the syndi-
cate's managing agents, Rose Thorn-
son Young (Underwriting) Ltd., also
contributed to the huge losses, the
committee said in a report.

The writs will be followed by a
statement of claim.

Syndicate 255, which had 966
members in 1988, has lost 63.3 mil-
lion pounds ($114.6 million at appli-
cable exchange rates) to date on its
still-open account. Each member of
the group will be asked to contrib-
ute 150 pounds ($256) toward legal
costs, Sir David said.

Pension theft policy
The Maxwell pension fund scan-

dal has prompted a Lloyd's of Lon-
don syndicate to offer pension fund
theft insurance.

The policy could offer cover up to
50 million pounds ($85.6 million at
current exchange rate) against theft
by anyone who has control of or ac-
cess to a pension fund.

The coverage is led by syndicate
1007 managed by Spreckley Villers
Hunt & Co. Syndicate 1007 will
offer the first 10 million pounds
($17.1 million) in coverage and a
further 40 million pounds ($68.5
million) of capacity is available in
the London market, said Simon
Haggis, assistant underwriter on the
syndicate.

The policy pays out as soon as
a theft has been established, regard-
less of whether there is a criminal

conviction of the thief, Mr. Haggis
said. There is no need to prove that
the thief obtained an improper fi-
nancial gain for himself, he said.

Meanwhile, a fourth person has
been arrested in relation to the saga
surrounding the Maxwell media
empire.

Robert Bunn, a former finance
director within the Maxwell Group,
was arrested and charged with con-
spiracy to defraud a syndicate of
banks that had invested in the com-
pany.

The scandal erupted after Mr.
Maxwell died last year when it was
alleged that he stole 426 million
pounds ($729.3 million at current
exchange rates) from Maxwell-com-
pany pension funds to prop up his
ailing media empire (BI, Dec. 16,
1991).

In June, Kevin and Ian Maxwell,
two sons of the late publisher Ro-
bert Maxwell, and Larry Trachten-
berg, a dimetor of various Maxwell
companies, were charged with vari-
ous criminal allegations surround-
ing the Maxwell media empire and
its pension funds (BI, June 22). •
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Swedish insurers
Continued from previous page
million at year-end 1991 rates),
disappeared, replaced by losses of
5.57 billion krona ($1.03 billion at
current exchange rate).

Most of the loss was attributed
to 6.01 billion krona ($1.11 billion)
lost through its holdings in:

• Bank holding company Gota
A.B., which accounted for 5.51
billion krona ($1.02 billion) in
losses for Trygg Hansa,

• Credit insurers Svenska Kre-
dit and International Credit Hold-

ing A.B., which produced losses of
500 million krona ($92.5 million).

Trygg Hansa also has a further
reinsurance commitment to
Svenska Kredit of 100 million
krona ($18.5 million).

Insurer analysts also see an at-
tempt by Trygg Hansa to isolate
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its operating companies from hold-
ing company losses as an ominous
sign of more losses to come.

Analysts have dubbed the move
"the Hafnia model," a pointed al-
lusion to troubled Hafnia Holdings
A/S, which put its foreign operat-
ing subsidiaries on the block (BI,
Sept. 21).

Bjorn Sprangare, chairman of
Trygg Hansa SPP Holding, went
to great lengths to try to quell un-
easiness among policyholders.
"Pensions are not at risk," he said,
and policyholders are only affected
"extremely marginally" by the
holding company losses.

He was responding in part to a
Swedish newspaper report urging
Trygg Hansa policyholders to
switch insurers.

Analysts note that Trygg Hansa
SPP Holding canceled a planned 3
billion krona ($554.1 million) capi-
tal increase as the losses from Gota

A.B. and Svenska Kredit began to
materialize.

Looking for bigger markets for
its life and pension business, Trygg
Hansa SPP last year initially ac-
quired a 43.5% stake in Gota A.B.
The bank's chairman at the time

was Mr. Sprangare.
Then in April, when Scandina-

vian banks were in the process of
collapsing under the weight of bad
loans and real estate losses, Trygg
Hansa boosted its stake in Gota
A.B. to 98% to demonstrate its con-
fidence in the bank.

Gota A.B, is now in liquidation
and a receiver has been appointed.

At midyear, Trygg Hansa SPP
Holding together with Skandia
also underwrote a capital increase
for Svenska Kredit, whose subse-
quent failure increased the two
companies' joint holding in the
credit insurer to 70% from 30%.

But then Trygg Hansa refused
to further bail out the troubled

company, as it had tried to do with
Gota.

The Swedish banks are claim-

ing that Trygg Hansa and the
credit insurer's co-owner, Skandia
Holding A.B., have more than a
moral responsibility in assuming
some of Svenska Kredit's liabili-

ties, since Svenska Kredit was a de
facto subsidiary of both com-
panics.

Both insurers have written down
their investments in the two credit
insurers to zero and accounted for
the losses in 1992.

But that does not end the matter,
because the liabilities of the credit

insurer are considerably greater
than stated and could be a "black

hole," according to an official at a
major Swedish bank.

Insurance analysts say that they
are beginning to look at a worst
case scenario.

Mr. Sprangare's surprisingly
strong insistence that pensions and
life policies were not in danger was
a "sign of desperation," said Jon-
athan Lawlor of Kleinwort Benson
Securities in London.

There is considerable nervous-
ness in the market because of on-

going financial difficulties of Haf-
nia are still fresh.

Before Hafnia's fall after its
abortive attempt to acquire Skan-
dia, the management's first move
was to isolate the operating com-
panies from the holding com-
panies. Trygg Hansa's Mr. Spran-
gare seems to be going in this
direction, commented Mr. Lawler.

Mr. Lawlor believes that Trygg
Hansa SPP and Skandia will back

each other all the way in their con-
frontation with the banks over
Svenska Kredit, and the banks will
fight all the way, too.

"I wouldn't be overly optimis-
tic about their reaching a satis-
factory solution," he said. i



German EIL policy gether to help the venture succeed.

Continued from page 41
the market."

Mannheimer Versicherung pre-
sented a new EIL policy late last
month, which does not use the
HUK model as a basis of its rates.

Instead, it also evaluates cases in-
dividually.

While insurers voice reservations
about strict adherence to the rates

it has filed, HUK says the model
represents general agreement
among German insurers about the
insurance costs companies are ex-
pected to incurfor pollution risks.

The HUK model sets the maxi-

mum policy limit far lower than
than the government requirements
as a signal to the government that
its requirements are  unreasonably
high, a spokesman said.

Government officials have set

the required minimum amount of
insurance coverage at 160 million
deutsche marks ($120 million) per
facility. However, HUK has set
maximum limit at 10 million deut-

sche marks ($7.1 million).
The German Cartel Office is ex-

pected to finish its assessment of
HUK rates in November. But the

draft policy has sparked dissension
between insurers and reinsurers

(BI, Aug. 17).
The policy has been criticized by

reinsurers, who claim it may be too
broad to reinsure.

However, Wilhelm Zeller, mem-
ber of the board of executive direc-

tors of Cologne Reinsurance Co.,
argues that the insurance and rein-
surance industry must work to-

Colombia
Continued from page 41
their families. Oil companies tend to
buy coverage with limits of between
$5 million and $10 million. Rates for
some high-risk policies are as much
as $90,000 per $1 million of limits.

However, Cassidy Davis Under-
writing Ltd., a large K&R un-
derwriter and manager of Lloyd's
syndicate 582, disagrees with the
theory that the law would drive
ransom payments to third countries.

Cassidy Davis Director Robert
Davis said his company will not
violate any law in the country where
the policyholder is located. Further-
more, if Cassidy Davis were to pay a
ransom in a country where ransom
payments are outlawed, the un-
derwriter would be vicariously re-
sponsible for the crime under British
law, said Mr. Davis.

He said Cassidy Davis would not
issue policies through subsidiaries in
third countries in order to circum-

vent anti-kidnap laws.
Mr. Davis added that the outcome

of the Colombia anti-kidnap legisla-
tion is as yet uncertain. The secu-
rity authorities may accept as part
of the law that a ransom in some

cases is unavoidable, he said.
Kidnapping as a lucrative busi-

ness took off in Colombia in 1985

when a German construction com-

pany, Mannesman GmbH, allegedly
paid insurgency group Ejercito de
Liberacion Nacional $5 million for
the release of several engineers
working on an oil pipeline. The
company has neither confirmed nor
denied the payment.

Military sources say the two main
insurgency groups, Fuerzas Ar-
madas Revolucionarias Colom-

bianas and ELN, earn $250 million
annually from their principal activi-
ties of kidnapping, robbery and
drug trafficking.

In Colombia, kidnappers have at
times demanded ransoms of up to
$20 million for oil executives, but
negotiators have been able to talk
those amounts down to about $1
million. •

He also urges non-German rein
surers to offer support, citing Ger-
many's excellent past record writ-
ing EIL coverage.

According to Mr. Zeller, rein-
surers are unhappy about several
aspects of the policy.

First, while most EIL coverage
is provided worldwide on a claims-
made basis, the new German policy
is based on a new concept of "veri-
fiable first discovery" during the
policy period that bodily injury or
property damage had occurred.

"There is no apparent flaw in the

INTERNATIONAL

design of this trigger concept.
However, it is a fact that the con-
cept is new and untried," noted Mr.
Zeller.

However, he said, "More impor-
tant is the lack of a sweeping ex-
clusion clause for pre-existing pol-
lution."

The new policy excludes "claims
for losses that had already oc-
curred at the commencement of

Policy."
Thus, Mr. Zeller argues, if claims

arise from environmental impair-
ment that had occurred before the

policy inception but had not been
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discovered until the policy was in
force, they would be covered.

Another major concern is the
EIL policy's coverage for environ-
mental impairment resulting from
"normal business operations."

Although it excludes "claims for
losses that are caused by environ-
mental impacts that are unavoid-
able, necessary, or expected, based
on the conditions of the operation
of the business," an important ex-
ception to the exclusion was suc-
cessfully negotiated by the indus-
trial sector.

This exception, a so-called "sav-

ings clause," means the exclusion
does not apply if the insured "can
prove that he could not have recog-
nized the possibility of a loss of
this nature."

For example, he said, chemical
plants nationwide could be permit-
ted today to emit a substance cur-
rently regarded as harmless. If
continuous exposure to minute
amounts of the substance are

found years later to cause respira-
tory ailments, insurers and rein-
surers would be "confronted with
an unlimited accumulation" of in-

sured damages, he said. i
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Where will you buy thira-event coverage
if a second event occurs?

It might be available, but at what cost? And
with Andrew already squeezing the bottom
line, do you really want to overpay for coverage
you might not need?

Commercial Risk has a solution: Our

CAToption Program.
The CAToption allows you to reserve

second reinstatement capacity by paying only
a small option premium. Should you need to
exercise this option, its cost is applied to the

premium; if you don't need the coverage, all you
will have paid is the option price.

Either way, it's far less expensive than pay-
ing the whole premium today or waiting for the
second event to hit and then paying even more.

For more information on the CAToption
Program, please call Commercial Risk today at
203.348.1617 or in Bermuda at 809.292.9744;
or ask your reinsurance intermediary
for details.

COMMERCIAL RISK
Partners in Risk Managemenfu

Commercial Risk is a member of the SCOR Group
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UNITED STATES BANKRUPTCY COURT

SOUTHERN DISTRICT OF NEW YORK

In re:

Petition of Christopher John Hughes,

lan Douglas Barker Bond and Gareth Howard

Hughes, as Joint Provisional Liquidators
of Watbrook Insurance Company Ltd.,

Debtor in Foreign Proceedings

PRELIMINARY INJUNCTION ORDER

X

X

Case No.

92-8-44623 (PBA)

This matter has come before the Court on Petitioners' request for a Prelimi-

nary Injunction Order pursuant to Bankruptcy Rule 7065 and Federal Rule of
Civil Procedure 65(b). The Court has considered and reviewed the Petition filed
in this case, the Affidavit of Ronald DeKoven, one of the attorneys for the Petitioners,
duly sworn to on the 16th day of August, 1992, the Declaration of Gabriel Moss. Q.C.,
duly verified on the 14th day of August, 1992, the Declaration of lan Douglas Barker
Bond, one of the Petitioners herein, duly verified on the 14th day of August, 1992, and
the Memorandum of Law in support of the application, and the responses filed thereto,

and having held hearings and heard arguments by counsel on August 19,1992 and
September 25,1992, and based on the foregoing the Court finds and concludes as
follows:

1. Petitioners have demonstrated a substantial likelihood of success or have

raised serious questions on the merits of the contentions that Walbrook Insur-

ance Company Ltd. ("Walbrook") is subject to foreign proceedings, that Petitioners
are the foreign representatives of the debtor, that the commencement or continuation
of any judicial, administrative or regulatory action or proceeding against Walbrook,
or any of its property in' the United States, should be enjoined* pursuant to 11

U.S.C. § 304(b) to permit the expeditious and economical administration of the
foreign estate in the pending proceedings brought under foreign law, and that

the relief requested will not cause hardships to parties which are not outweighed
by tbe benefits;

2. Unless an injunction is issued, it appears to this Court that one or more
parties in interest will relinquish or dispose of property of Walbrook in the United

States, or will commence or continue the prosecution of judicial, administrative
or regulatory actions against Walbrook and/or seek to retain assets of Walbrook,
thereby interfering with, and causing harm to, Petitioners' efforts to administer
the Walbrook estate pursuant to the foreign proceedings, and that as a result
Petitioners will suffer immediate and irreparable injury for which they will have

no adequate remedy at law:
3. Unless the injunction is issued, Petitioners will be unable to acquire sufficient

information about pending litigations and U.S. assets of Walbrook to properly protect
the interests of Walbrook in the United States, subjecting Waibrook to the risk of
default judgments and resulting in the further depletion of Walbrook's limited assets;

4. The interest of the public will be served by restraining the disposition of
Walbrook's property and the commencement or continuation of such judicial, adminis-

trative or regulatory actions or proceedings; and
5. Venue is proper in this district pursuant to 28 U.S.C. § 1410;
NOW, THEREFORE, IT IT HEREBY ORDERED as follows:

ORDERED, that all persons (except as provided in the New York Superin-

tendent Orders) are hereby enjoined and restrained from:
(1) relinquishing or disposing of any property of Walbrook in the United States, or

the proceeds of such property, to third parties;
(2) commencing or continuing any judicial, administrative or regulatory ac-

tion or proceeding against Walbrook or any of its property in the United States;
and

(3) enforcing any judicial, administrative or regulatory judgment, assessment or '
order and commencing or continuing any act or any judicial, administrative or regula-

tory proceeding to create, perfect or enforce any lien, set-off or other claim against
Walbrook or any of its property in the United States; and it is further

ORDERED, that nothing in this order shall in any respect prevent the con-

tinuance or commencement of proceedings against or involving other London Market

insurers or any other insurance company defendant; and it is further
ORDERED, that pursuant to Bankruptcy Rule 7065, the security provisions

of Fed. R. Civ. P. 65(c) be, and the same hereby are, waived; and it is further
ORDERED, that this Preliminary Injunction Order shall be served (A) by hand

delivery, facsimile or United States mail, first class postage prepaid, on or before
September 30, 1992 upon the parties in interest appearing in this case and in /n re
Petition of Christopher John Hughes and lan Douglas Barker Bond as Joint Provi-
sional Liquidators of Kingscroft Insurance Company Ltd.. et at, Case Nos. 92-8-
41974 through 92-8-41977 (PBA) (Bankr. S.D.N.Y.), at the time of such service; and
(B) by publication of a summary of this Preliminary Injunction Order in Business

/nsurance Magazine on or before October 19th, 1992; and that service pursuant to
this paragraph shall be deemed good and sufficient service and adequate notice; and
it is further

ORDERED, that the time to answer or move with respect to the Petition is

extended sine die, but that parties wishing to move for modification of or relief
from this Order or otherwise may do so in accordance with the schedule set
forth by the Court herein and in any subsequent Scheduling Order entered by
the Court in this case;

ORDERED, that this injunction shall remain in effect pending further order
of the Court, after a hearing scheduled to be held in Room 617 of the Alexander

Hamilton House, One Bowling Green, New York, New York on November 17,
1992 at 2:30 p.m.; and it is further

ORDERED, that all papers submitted for the purpose of controverting the
petition or opposing a continuation of the relief provided for in this Preliminary
Injunction Order shall be filed with the Court with a copy to the Chambers and

delivered personally or by overnight mail or so as to be received by Shearman &
Sterling, 599 Lexington Avenue, New York, New York 10022 (attention: Ronald
DeKoven), Attorneys for Petitioners, on or before November 6,1992.

Dated: New York, New York

September 25, 1992
3:10 pm.

/S/PRUDENCE BEATTY ABRAM

U.S.B.J.

*Pelitioners' request for relief, and the terms of this Order, are subject to the provisions of any
temporary restraining order or order 01 conservation to be obtained by the New York Superintendent
of Insurance ("New York Superintendent Orders").

U.S. market
Continued from page 2
end of 1993. Others, though, dis-
miss those predictions, saying
they've heard it all before.

While the mood at The Green-

brier was optimistic, most con-
ceded that the meeting was much
more "quiet" than in past years.
Attendance was down by about
10%, with some companies like
Fireman's Fund Insurance Cos.

skipping the meeting and others
sending smaller delegations.

The conversations among in-
dustry executives on the golf
courses, at the tennis courts, over
dinner and in private meetings
were generally low-key.

The news of the day dominated
many conversations: the still-
rising damage estimates from
Hurricane Andrew, including
Allstate Insurance Co. raising its
claims estimate by nearly $700
million; ITT Hartford Group Inc.
taking a $1.15 billion pretax
charge to increase reserves (BI,
Oct. 5); and Continental Corp.
putting its reinsurance subsidi-
ary on the block (BI, Sept. 28).

Others pointed to recent resig-
nations at major insurers as a
reason for the more somber at-

mosphere at The Greenbrier.
"You work for years to build a

relationship and suddenly
they're gone," one broker
pointed out.

Even though the U.S. Supreme

Court agreed to review the anti-
trust litigation pending against
industry defendants (see story,
page 1), several executives said
that pricing was often not dis-
cussed because of antitrust con-

siderations.

While executives did discuss

the need for rate hikes and ex-

pressed hope that the market
would turn quickly, "wait and
see" still is the order of the day.

"The market is in limbo-but

hopeful," summed up Donald R.
Bell, chairman and chief execu-
tive officer of Frank B. Hall &

Co. Inc. in New York. "Everyone
is waiting for others to make the
first move. They're trying to hold
their breath and still breathe at

the same time-that's pretty
hard to do."

"All the companies expect
rates to change but aren't saying
anything concrete," said William
Cohen, CEO of Insurance Man-

agement Associates Inc., a Wich-
ita, Kan., brokerage.

"I am hearing a lot about a
market turn. There's a lot of

hope out there," one insurer ex-
ecutive said.

'All things together, the mar-
ket will change a little-but not
like in 1985," said Edward Jobe,
chairman and CEO of American

Re Corp. in Princeton, N.J., the
holding company formed in the
leveraged buyout of American
Re-Insurance Co. from Aetna

Life & Casualty Co.

"In 1985, it was a struggle for
your life," Mr. Jobe said. "We're
not there yet. Companies have
not lost that much money yet."

However, he noted that some
portions of the reinsurance mar-
ket are already firming, like the
markets for retrospective cover-
age and property catastrophe re-
insurance. And he said that

many ceding companies' reinsur-
ance-buying habits would
change: They will buy more cov-
erage in the working layers,
where rate hikes and capacity
problems are not rampant, to
"take the pressure off their ca-
tastrophe layers."

"Retentions have been very
high," Mr. Jobe observed.

Others took a "show me"

stance rather than the "wait and

see" approach to a market turn.
"I will know the market has

turned when premiums rise and
quotes are hard to get. At our
firm, we have not seen that yet
except in isolated lines," said
Alan G. Page, senior vp at John-
son & Higgins in New York, dur-
ing a roundtable discussion that
closed the meeting Wednesday.

"First-half earnings for the in-
dustry were good, and combined
ratios were below our rule-of-

thumb tipping point for the mar-
ket of 119% to 120%. Simply put,
more money has to drain out of
underwriters' surplus by way of
high combined ratios or declines

Continued on next page
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in investable assets," Mr. Page
said.

While the losses from Hurri-

canes Andrew and Iniki will be a

drain on insurers' surplus, more
companies will follow Hartford's
lead and boost reserves to rnake

up for years of underreserving,
some executives suggested.

"Some of that has to happen,"
Mr. Jobe remarked. Some insur-

ers may decide that since 1992
will be a bad year for profits be-
cause of catastrophe losses, they
"may write off'92 and start fresh
in '93" by correcting reserve de-
ficiencies now, he suggested.

Another factor that will reduce

surplus is the introduction of
risk-based capital standards,
which could possibly be applied
to property/casualty insurers'
1993 annual statements, some
executives said.

Risk-based capital will "re-
strict the level of capital in the
business," noted Robert A.
Anker, president and CEO of
Lincoln National Corp. in Fort
Wayne, Ind., during the round-
table discussion.

"In theory, risk-based capital
makes a lot of sense. You should

base the capital requirement on
exposure to loss," Mr. Jobe said
in an interview.

That "sense" will come at a

price, though. "The insurers that
it will hit the hardest will be

the very large companies with a
lot of reinsurance to recover and

a lot of subsidiaries," he said.
"It will whittle away some sur-
plus."

Another factor that will reduce

surplus is Financial Accounting
Standard 106, which will force
companies to reflect their retiree
health care liabilities on their fi-

nancial statements (BI, Oct. 5).
"A big piece of capacity will

come out of the industry" be-
cause of FAS 106, said Mr.
Anker. "For some companies, it
will be a very big piece."

Despite all these pressures,
however, one insurer executive
predicts that insurers will have
to lower rates, not raise them.

"You have to lower both prices
and costs. Our customers will

demand it," said William A. Bo-

linder, president and CEO of
Zurich-American Insurance

Group in Schaumburg, Ill. Poli-
cyholders squeezed by the re-
cession will not stand for rate in-

creases, he noted, adding that
rate hikes will only cause more
business to flow from the com-

mercial market to risk-financing
alternatives.

"Even if competition becomes
a bit more sane in certain parts
of the marketplace, customers
will only pay us what they are
paying now, and many will de-
mand to pay less," he explained
in an interview.

To reduce rates, insurers will
have to increase their effective-

ness, Mr. Bolinder said. "Effi-
ciency" is often used to mean
cutting back on service, but that

' is something insurers cannot af-
ford to do. Instead, they "have to
cut the cost of doing business,"
he stressed.

"The transaction between the

independent agent, customer and
insurance company can be re-
dundant," he said, explaining
that error rates in the industry
are "obscene."

J&H's Mr. Page noted that the
large number of "handoffs"-or
transactions in which a docu-

ment or file is passed from one
person to another-needed to

place a risk hurts the industry.
Just as in football, each handoff

creates the risk of the task being
"fumbled."

"Insurance organizations with
the shortest distribution chain

and the fewest handoffs will win

in service quality and in retained
business," Mr. Page said.

Throughout the meeting, in-
surers and brokers like Mr. Bo-

linder and Mr. Page repeatedly
said that companies must "re-en-
gineer" their operations. They
were borrowing a term Darryl
Hartley-Leonard, president of
Hyatt Hotels Corp., used during
a speech on how Hyatt restruc-
tured its operations to better
compete in the cutthroat hotel
business.

Participants in the roundtable
discussion referred to Mr. Hart-

ley's remarks several times as
they stressed the importance of
providing quality service to poli-
cyholders.

A key question facing the in-
surance industry is "Do we have

Continued on nextPage
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U.S. market said, is loss-control advice Risk management principles is an ef-
managers will regard loss control fective way insurers can reassess Outside factors fuel

Cont:nued from prev:ous page programs "as the real way that their commitment to service, Mr
the capacity to provide the ser- they can control their costs " Bolinder said

vice that clients need?" Lincoln Brokers must "help our clients "You have to re-engineer your debate on solvencyNational's Mr Anker said determine what risks they need companies and you have to have
Many insurers are patting to worry about and what they a formal process for doing it," he

themselves on the back for their don't need to spend much time noted, explaining that Zurich- By JAMES M. BURCKE Co of Maryland in Baltimore
work following Hurricane An- on," he said American adopted such a pro- "Ethical behavior should be high
drew, noted Mr Anker However, Mr Bolinder, who also partici- gram 21/2 years ago WHITE SULPHUR SPRINGS, on our list, and consistently fair
"it shouldn't take a catastrophe pated in the roundtable discus- Lincoln National's Mr Anker W Va -The debate over how to treatment to claimants, insureds,
to get us to get up and wave the also stressed the need for insur- regulate Insurer solvency has been (agency) principals and others lS
flag and say, 'Gee, look how good ance companies to adopt total triggered by a essential Our deeds wlll speak far
we are ' quality management NACSA/NACSE problem of "per- louder than words "

"We need to take the attitude
'It shouldn't take a

"All of the things we learned
CONFERENCE

ception, politics The "political" problem lSThe Greenbner

that we should do a good ]ob catastrophe to get us about how to do things are prob- and regulatory caused by pubhc servants who "are
every day," commented Mr ably wrong," he said weakness," says the outgoing pres- far too eager to make the solvency
Anker, who added that the key to to say, "Gee, look

"Those who choose not to get Ident of an Insurer group question a leading issue," Mr
success in the insurance industry how good we are, on the train of total quality man- The pubhc perceives a need for Eanes explamed "In the aftermath
is the "ability to deal with the says Mr. Anker. agement-or whatever you call it stronger msurance solvency regu- of the S&L crisis, protecting the
needs of our customers every -will be left behind " lation because "once 'robbed' by pubhc against insurer insolvency-
day " Mr Custis pointed out that the S&L Industry, (the pubhc) does whether imagined or real-is a

Lincoln National's objective, management's commitment to not want another financial mdus- can't-lose polltical proposition "
he said, iS to "give customers sion, agreed serving the policyholder iS not try taking its money," remarked However, he insisted that msur-

what they need and want, not "We have to help policyholders enough, insurers and brokers Joseph C Eanes Jr, whose term as ers need stronger solvency regula-
what we think they need or manage loss costs " That can must be sure that workers at all president of the National Assn of tion "Strengthened solvency regu-
want " consist of helping a company levels of the organization put Casualty & Surety Executives lation is particularly important to

Brokers, too, "have to diver- compile data about its expo- service to the client first and ended last week at the group's an- the well-managed compames that
sify We have to provide a variety sures, turn it into Information foremost nual meeting at The Greenbrier make up most of our industry
of services to clients beyond tra- that can be analyzed "and then However, roundtable modera- Through public relations cam- These compames suffer a double
ditional property/casualty ser- do something with it " tor J Bransford Wallace, chair- paigns, insurers can try to alter penalty when regulation fails to
vices," said Harry F Custis, And, the "something" may be man of the Willis Corroon divi- that perception, but just as impor- make less reasonable companies
chairman and CEO of The CIMA help in using an alternative fin- sion of Willis Corroon PLC in tant are the measures insurers can accountable for their actions," he
Cos Inc, a brokerage in Alexan- ancing mechanism rather than Nashville, Tenn , emphasized take "to tighten the moral flber of said, explaining that well-managed
dria, Va traditional insurance, he said in that any change in an organiza- our society," said Mr Eanes, who insurers lose business to cut-rate

Among the services that bro- the interview tion must come from the top, not also is president and chief operat- competitors and then "pick up the
kers must especially offer, he The adoption of total quality the bottom • ing officer of Fidelity & Deposit Continued on next page
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rt S ASSOCIATES, INC. INSURANCE
NOTICES

STAFF CONSULTANT
SAFETY ENGINEER

Casualty Claims Examiner/Reinsurer
Executive Recruiters, Insurance company in

seeks candidate with 5 + yrs exp on Salary Range $27,538-42,047 NOTICE
primary/excess/reinsurance level * Richmond, Virginia *Servicing Clients Nationwide, in The Areas Of Hackensack, New jersey is seeking Some knowledge of specialty lines

The Illinois Director of Insurance, as
(Position #10015) Rehabilitator of Miners National In-

a self-motivated, energetic and (med mal ) is preferred Must know

· Risk Management · Claims Management
surance Company, wishes to advise all

accomplished Consultant to work automated claim systems and have Here's an opportunity for a dynamic, persons that he has recently learned

· Safety & Fire · Benefits & Pensions with the Managing Associate to strong writing skills Bachelor's Degree self-starting safety professional to that policies of commercial automobile
required Respond to H.R. Manager, demonstrate his or her knowledge and and truck insurance, with current ef-

Protection · Property & Casualty coordinate insurance programs of P O Box 29, Stamford, CT 06901 skills in a safety program that can pro- fective dates, are being circulated in
commercial clients This full time duce immediate dollar savings for the Millers National Insurance Company's

Also Ollenng A Unique Concept In Executive Search For The 1990's position involves designing speci largest, most diversified and exciting name Millers National Insurance Com-
employer in Virginia pany has not issued or renewed any

"RENT-A-RISK MANAGER" fications, analyzing proposals, policy of insurance since it was placed
haising with brokers and carriers, EMPLOYEE BENEFITS COORDINATOR Seeking a qualifted applicant experl- into conservation on May 17, 1990, nor

15 James Street, Main Level, Florham Park, NJ 07932 auditing policies, and doing other $32,250 - $41,613 enced in conducting state-wide occu- has it had the authority to issue or
related activities A strong risk (depending upon experience) pational safety and health program renew any such policy since that date

Call 201-765-9000 · Fax 201-765-9009 emphasizing the reduction of workers' Accordingly, all persons should be ad-
management and insurance back- Located m the magic Southwest, the compensation claims Develops and im- vised to beware of any policies of in-

"Where Professionals INn Their Careers" , ground ts essential Candidate must City of Tucson is seeking an expert- plements training programs related to surance which purport to be issued by
have hands-on experience with enced individual to plan, manage, and accidental prevention, lob/task analy- Millers National Insurance Company

coordinate a benefits program serving sis of high risk positions, light duty and These alleged policies do not constitute

MANAGER
WordPerfect and Lotus We pro-

approximately 4,700 employees early return to work Extensive work valid and enforceable liabilities of
vide a fnendly and challenging with mental health and correctional fa- Millers National Insurance Company

POLICY ADMINISTRATION
environment, where creativity is The Individual must have experience in cilities Position requires extensive day Please contact vour insurance agent or

and overnight state-wide travel
welcome Remuneration will be negotiating contracts, developing em- broker if you have any questions re-

ployee education programs, processing garding Millers National Insurance
Reporting to the Chief Underwriting Officer.this senior management posihon commensurate with qualifications chams, designing and implementing a Qualifications include experience in Company
will have overall responsibility for planning. developing and monitoring the and experience Apply immediate- Sec 125 benefit program as well as safely, employee health and accident

undenwriting, data entry and output processing departments as well as a ly in strict confidence to Dept considerable knowledge of existing prevention analysis, developing and

customer service unit for suburban Dehoit insurance company 125,21stflr, 401 Bway, NY 10013 laws, rules, and regulations A Bache- implementing training programs re-
lor's degree In Business/Public Admin- lated to reducing on-the-job accidents,

The successful candidate will be a high energy, team player who ts both ................... istration is preferred discussing and reporting to patient/

results-onented and people-oriented with a proven track record resident concerns, and preparing and

Background must include at least ten years of underwnhng experience with HELP WANTED Qualified individuals should submit a presenting oral and written reports to NOTICE TO CREDITORS

management Knowledge of occupa-
a minimum of five years supervisory workfor o major properly/casualty detailed resume to Phil Carlin, Human

Resources Administrator, P O Box tional safety and health, and applicable IN THE MATTER OF
insurance carner Auto insurance background highly desirable ATTENTION SENIOR OR RETIRED

27210, Tucson, AZ 85726-7210, on or safety regulations and standards THE BERMUDA COMPANIES ACT 1981

Excellent conpensation/benefils package. including profit-sharing bonuses
CLAIMS/RISK MANAGERS OR

before October 30,1992. Knowledge and experience workinbl
Reply in confidence, with resume and salary history to

CORPORATE COUNSEL with workers' compensation law and IN THE MATTER OF

benefits with a degree in occupational American Guaranty insurance
Business Insurance. Box 2762. Chicago, IL 60611-2590 Hartford, CT corporate and insurance safety or related field is preferred Company Ltd - in voluntary liquidation

defense litigation law firm seeks senior
An Equal Opporfunity Employer or retired claims/risk manager or cor- MINORITIES, FEMALES AND THE NOTICE lS hereby given that on Sep-

porate counsel to be firm's director of
Claims Manager

DISABLED ARE STRONGLY EN- tember 29, 1992 the Members of the
client development Duties are to COURAGED TO APPLY above named Company at a Special
establish prospective chent contacts General Meeting voted to wind the
and promote the firm's capabilities to

Large, multi-state service corporation
based in Memphis, TN seeks outstand- Submit State Application Form (#10- Company up voluntarily This decision

claims/risk managers and corporate 012) to Department of General Ser- was confirmed by the Creditors at a

THE FACT THAT YOU'RE
counsel Candidates should be familiar ing manager with 6-10 years claims

management experience in a busy Risk vices, Human Resources, 805 East Creditors' Meeting held later that day
with the US, London and Pacific rim Broad Street - Room #117, Richmond,
insurers and self-insureds Candidates Manaement/Loss Control department

of a self-insured Mid Cap organization Virginia 2319, no later than 5 00 PM, NOTICE lS hereby given that the Credi-
should have strong interpersonal, orga- November 30,1992 For assistance call tors of the above-named Company are

READING THIS
nizational, oral and written communi-
cative skills Hours flexible Send Ideal candidate will have extensive ex-

DGS JOBLINE (804) 786-3055, (804) required on or before November 16,

perience m a decision making capacity
786-3910 or TDD (804) 785-6152 1992 to send their names and addresses

resume in confidence to
with Worker's Comp, Property, Product Applications available through local and the particulars of their debts or
and General Liability Claims, includ-

VEC offices claims to the undersigned of Ernst &
Director of Human Resources

DEMONSTRATES THE PO Box 230597 ing negotiating with insurance com- Young, Reid Hall, 3 Reid Street, P O
EEO/AA Box HM 463, Hamilton, HM HX, Ber-

Hartford, CT 06123-0597 panies, defense attorneys, and handling
comprehensive claim investgations muda, the Liquidator of the said Com-

WANTED pany, and if so required by Notice m
RECRUIT THE Excellent communication skills, audit writing from the said Liquidator to

POWER OF
INDUSTRY'S experience, establishment of reserves, Profit Opportunity come in and prove their said debts or

MOST QUALIFIED
and policy recommendations regarding claims at such time and place as shall

CANDIDATES Claim and litigation management Carriers and TPA's wanted to sponsor a be specified m such Notice or m default
w/TPA's required national vision PPO Maximum thereof they will be excluded from the

ADVE RTISING IN
The most talented Send Resume and Salary requirements eyewear discounts plus annual eye benefit of any distnbution made before
men and women

to exams paid in full 100% turn key such debts are provided
m the msurance industry Employment Manager admin No risk, no hassle Will do
know where to turn when Position #9235 private label program for interested Dated this 4th day of October, 1992

BUSINESS INSURANCE.
they want to make their moves TPI Restaurants, Inc sponsors You'll work directly with a

2158 Union Ave provider owned network, resulting in David A Brown
The Professional Marketplace Memphis, TN 38104 the lowest cost program availa6le Liquidator

EOE M/F
Call 312/649-5340 Contact CVMS

for advertising details 1 800-793-9267
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Continued from previous page of insurers' antitrust immunity, solutions " fund," he said "The current sys- It "seemed fair" when it was

tab" assessed by guaranty funds Mr Eanes said failure to reach a In his last speech as president tem pits us as companies and proposed in 1980, but "the legal
when those competitors go compromise "will lead to a bitter of the National Assn of Casualty producers against our policy- concepts of retroactivity, strict
broke fight in the House of Representa- & Surety Agents, whose meeting holders Producers have an inter- liability, and loint and several li-

Mr Eanes said the federal sol- tives should HR 9 reach the was held last week in conjunc- est in the viability of the com- ability were written into the law
vency regulation bill proposed floor of the House " tion with the NACSE gathering, panies we represent as well as in a late-night session on Capitol
earlier this year by Rep John "While we are united as an in- William P Wallace underscored the continued integrity and fi- Hill," he said
Dingell, D-Mich , "is a step in dustry against the Brooks pro- the need for insurance agents to nancial condition of insureds "These concepts have turned
the right direction" for making posal, we should not overlook the become involved in the effort to Mr Wallace pointed out that lt Superfund implementation into

"solvency regulation more ratio- opportunity to push for a better amend the Superfund law will cost from $500 billion to $1 a nightmare" in which one com-
nal and more effective" (BI, solution to this issue Let's work Superfund is an issue "that has trillion to clean up the sites cur- pany-and maybe its insurers-
April 13) He added, though, that together toward modifying the potential for far greater dam- rently targeted under Superfund, can be held liable for 100% of the
"the bill needs work " McCarran in a way that strikes a age to our industry than Hurri- compared with a total U S prop- cleanup costs at a site polluted

Another area in which insurers balance between concerns of canes Andrew and Iniki to- erty/casualty industry surplus of by many companies, even if ltS
must work to achieve effective critics and essential business in- gether, " said Mr Wallace, about $160 billion dumping was legal at the time I

change is the debate over the terests deputy chief executive officer
McCarran-Ferguson Act "There are some in the 1ndus- and chief financial officer of

Noting that negotiations have try who are intent on maintain- Wallace, Welch & Willingham
broken down between the insur- ing the status quo but I be- Inc in St Petersburg, Fla
ance industry and Rep Jack heve the Industry would be bet- "I believe that it is crucial that Insurance Services Guide
Brooks, D-Texas, the author of a ter served by taking the agents fully loin the battle over
bill that would eliminate much initiative to advance positive the reauthorization of Super-

For Bush, good news (wins poll) and bad (it doesn't count) Advertise in InPhoto Surveillance
The Insurance Services Guide! ndlii Long Range Video

WHITE SULPHUR SPRINGS, Gov Clinton and 43% cast bal- after the vote was announced
FAX your ad  Surveillance of Claim-

W Va -President Bush may be lots for Mr Perot Among the "That was an interesting for the next Issue r j 3 ants Agents within 3

lagging far behind Bill Clinton in insurers, 70 2% selected Presi- poll this will be short," he
the national polls, but he's way dent Bush, 24 6% picked Gov quipped as he began his speech FAX: 312/280-3189 9--'1'-'-- the U S population

out front in the view of insurance Clinton and 52% voted for Mr Other speakers addressing the PHONE: 312/649-5340
800·822·8220 FAX 800-752-0720

industry execu- Perot meeting included Defense Secre-
NACSA/NACSE tives One agent said he was sur- tary Dick Cheney, who said the
CONFERENCE President prised that the president did not United States must maintainThe Greenbner

Bush received a win by a bigger margin given the sufficient military force to main-  g.(eatt© THIS! Automated Benefit Administration,
Claims Processing and Managementwhopping 736% of the vote in a "electorate " tain its world leadership role,

straw poll taken last week at the "It's because they let the former Republican political op-
System installed nationwide and in Puerto

joint NACSA/NACSE annual spouses vote," he said, explain- erative Edward J Rollins, who
meeting Democratic challenger ing that he thought women were discussed his short-lived tenure - THIS'

Rico since 1979. \

THIS! Real-time claims adjudication,
Bill Clinton garnered 20 9%, more likely to vote for Gov Clin- as director of Ross Perot's presi- COBRA. EAP, Cost Containment.
while independent Ross Perot ton than men because of Gov dential campaign, and Darryl Managed Care and extensive reporting
trailed badly at 49% Clinton's pro-choice stance Hartley-Leonard, president of

Both agents and insurers voted One amused observer-who Hyatt Hotels Corp , who dis- >Qte d 54%
capabilities with clear, concise processing

overwhelmingly for President did not vote-was former Demo- cussed how to "re-engineer"
Bush cratic presidential candidate companies to meet changing Call Tdos and ask for THIS!

Among the agents, 76 1% voted Paul Tsongas, who addressed the market conditions (805) 968-2551 • Fax (805) 968-2589
1"DEES

for the president, 19 6% favored agents and insurers immediately -By James M Burcke
COMPUTING INC.

42 Aero Cammo, Suite 102 • Goleta, CA 93117

Harvard AIDS benefit
Continued from page 2 cident, like being stuck with a However, a person who con- RISKMASTER® Software

The benefit will "provide em- contaminated needle, most have tracts Hepatitis B can survive if
ployees with an ability to meet taken precautions against such the disease is diagnosed and by • GENERAL CLAIMS

lifetime costs," like mortgages exposures, said Stephen Brink, a treated in its early stages ORN • WORKERS' COMP

and their medical school loans, consulting actuary for Milliman Mr McCarthy pointed out that Tenology • VEHICLE ACCIDENTS

as well as "provide financial sta- & Robertson Inc in Milwaukee other diseases, unlike AIDS, are • CHECK WRmNG

bility in the future" to their fa- Therefore, this may be "more "not guaranteed to be deadly " Group,Inc. • EXP. MODIFICATION FACTORS

milies, he said of a gimmick than an actual Additionally, the other dis- • ACTUARIAL REPORTING
So#ware. Services & Consultmg • DATA CONSOLIDATION FOR

Because full-blown AIDS can need," he said eases medical professionals can
take five to 10 years to develop, Offering the benefit may also contract through their work

Another Proven RLibnaster Sq/hvare Senes Producy CARRIERS, TPA'S & BROKERS
A Nanonaly Ranked Leader Since 1982

employees also can save the raise questions of employer lia- -don't carry the same social FOR PCILANIUNIX
ONSITE TRAINING ONGOING SUPPORT

money to pay future medical bility stigmas" that HIV and AIDS do,
costs not covered under their For example, by paying said Sue Velleman, managing For Marketing Questions or to Attend a Free Seminar, Call (313) 462-5800

medical plan, he added $100,000 to any employee who director for William M Mercer IililII,I
As a well-respected and presti- becomes infected with HIV on Inc in Boston, a consultant that

Bous institution, Harvard will the job, is the hospital saying it worked on the Harvard project
draw a good deal of attention to is responsible? Mr Tane asked Mr McCarthy also pointed out iMEEMIESCOMPCLAIMS -the new benefit, but itt is not He also questioned whether an that while a Harvard health care
clear that other health care instl- employee who contracts the dis- worker's anxiety about being in-
tutions will-or should-follow ease at work because he did not fected with HIV can be high, the

< FLEXCLAIMS Sflware of Florida, Inc. FCOBRA PLUS 1
suit, benefit consultants say follow safety procedures-like risk of contracting the disease

INTEGRATED SYSTEMS LIKE NO OTHER
"I don't know if this will be a wearing gloves-should be paid through work is low

trend, but it is clearly an issue the benefit The university estimates that
MEDICLAIMS • Health Claims Administration
COMPCLAIMS • Workers' Compensation Administration

whose time has come," said John One reason Harvard developed no more than three of ltS 50,000 FLEXCLAIMS • Flexible Benefits Administration

Bunker of The Wyatt Co in the benefit was because of the hospital employees will contract COBRAPLUS • Cobra Administration

Washington reciprocal commitment it feels lt the AIDS virus through work-re- CALLOR WRITE FOR'OREINFORMAION

"People will be watching it, has with its health care work- lated incidents each year 831 North Hercules Avenue, Clearwater, Florida 34625

but there will be no rush" to fol- ers, Mr McCarthy said To claim the $100,000, employ- 813-442-9296
low Harvard in offering the ben- Because employees are asked ees must show they were infected

... ANYTHING ELSE IS A COMPROMISE
efit, predicted David Sundwall, to put themselves at risk by while working, Mr McCarthy
vp and medical director at the treating all patients equally, in- said They must report any su-
American Health Care Systems cluding those infected with the spected exposure and then ob- -1 A-
Institute, a Washington-based AIDS virus, the hospital should tain a confidential HIV test Self Insured's, TPA's, Insurance Carriers, Funds;...

national health care alliance of provide the employees "with within five days Since signs of Investigate the new generation of quality software Solutions for
hospital systems some cushion regardless of the HIV virus in the bloodstream health benefits management, workets compensation claims, general

And Lance Tane, a partner at negligence," he said take weeks to develop, the initial liability, and medical cost containment
Kwasha Lipton in Fort Lee, NJ, Benefit consultants also raised test must turn out negative, he 157 Com,St=r A,Roma,ed 1,-m for F=* Wel&=, Comaseom el*im no gi b
cautioned that Harvard may be other questions about the bene- said deigned to med aiNgulatoty ze,a,ting re,al,ement, ona *At#,194* boit&

"opening up a hornet's nest of fit Six months later, when antibo- VeziSes employee eligibilith nitdate* paymeni. tvrites checks md pieveres itue

issues" for itself For example, how does Har- dies can begin to show, the em-
m,Medlican Medical Fee Schedule Vilidaticalls*em mlamit- Ili piooei•l,W of WC medlilWhile the $100,000 may "take vard compensate health care ployee must take another test bllts in w=ardance *th IUate by Itito ' ' oet *egulatio detects bmdled

the edge off concerns" that medi- workers who contract other in- If those test results show the em- -1 unbundled cb=sea. PPO P-11-a, *nd much mort

cal professionals have about con- fections through their work? Mr ployee is infected with the virus, ]SP Mwimm Multl·Line Cld- M,nagemi 9*4"b 'dmt far m-t co,em*eK inc*oding
tracting the virus, the benefit Tane asked he or she will receive the Commefc:Int Aut4 Cene,l U.bility, PEC*00[kal Limblity and Medical

may not be enough to compen- Are health care workers ex- $100,000, Mr McCarthy said M,lpraItt...

sate them for taking the risk, Mr posed to HIV more often than An employee who has con- ISP Hoold,Slar: Heed Benim Mmigement Blit/In. ineluding
..../

Sundwall said to other diseases? If not, why tracted the virus can continue Majec MediML Surgic*L Dei,tal. Vlik4 Life

In addition, this sort of benefit should a worker Infected with working and will be offered
-d DilabUity --IMa, b=

3625* Pa. D,+N

is not needed for the many hospi- HIV get a benefit that a worker counseling, he said Tacm. nort,15 33619

tals with few HIV-infected pa- who contracts another disease, In addition to the benefit and - f
808) 237-4133 CF

tients, he said like hepatitis, will not receive? counseling, all employees are
And, while health care facili- he asked provided educational programs

For advertising Information In the INSURANCE SERVICES GUIDEties are concerned about their "It's not appropriate to single and other support services as
workers contracting the HIV this issue out," Mr Brink agreed part of an overall AIDS preven- Contact Margaret Hikido, 740 Rush Street, Chicago, Illinois 60611

Telephone (312) 649-5340
virus through a work-related in- "Hepatitis B is just as severe " tion effort, Mr McCarthy said I
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Antitrust action
Continued from page 1
much in error in the 9th Circuit

decision," said Mr. Shapiro. "I
regard this as a very good
omen."

In their lawsuit originally filed
in 1988, state attorneys general
allege 32 defendants engaged in
a boycott to manipulate the U.S.
liability insurance market. The
defendants include major U.S.
insurers and reinsurers, the In-
surance Services Office Inc. and

the Reinsurance Assn. of

America, as well as several Lon-
don underwriters.

The suit alleges the boycott
forced ISO to rewrite its com-

mercial general liability form to
exclude coverage for pollution
incidents, and to include a retro-
active date in the claims-made

version of the form.

Insurers' limited antitrust ex-

emption does not extend to boy-
cotts or coercion.

The two McCarran-related

issues the Supreme Court has
agreed to hear are:

• Whether normally exempt
domestic insurers forfeit their

exemption under McCarran-Fer-
guson because they participate
with foreign reinsurers in the

Two of every three
cases the Supreme
Court reviews are

reversed, says
Mr. Shapiro.

business of insurance.

• Whether agreements among
primary insurers and reinsurers
on such matters as standardized

advisory insurance policy forms
and insurance coverage terms
constitute a boycott outside the

McCarran exemption.
The Supreme Court did not

agree to review the case on the
basis of the state action doctrine.

That doctrine provides immunity
from antitrust laws if an anti-

competitive act reflects a state's
policy and if a state supervises
the anticompetitive practices.

Observers note the court has

recently dealt with that issue in
FTC us. Ticor Title Insurance

Co., in which it denied insurers
antitrust immunity when states
had not "actively supervised"
their alleged restraints on trade
(BI, June 22).

In deciding to take the case,
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can make a difference

the court was silent on the issue

of whether the attorneys general
have standing to sue.

Attorneys say it is now unclear
when or if that issue will be re-

solved by the high court next
year, though it may decide to
discuss it in its opinion on the
other issues.

The Supreme Court took the
case despite a brief by the solici-
tor general-which the justices
had requested-that had advised
against it (BI, Aug. 17).

Defendants were naturally
pleased that the case will be re-
viewed, as well as optimistic
about their chances of reversing
the verdict.

Bartless H. MeGuire, an attor-
ney with Davis Polk & Wardell
in Washington, which is repre-
senting ISO, commented: "They
took our petition on the two most
important issues and the two
broadest issues, and I think
that's obviously encouraging."

Meanwhile, the state attorneys
general say they are not dis-
couraged.

"What's notable about this is

from our point of view we have a
lot of chances to win here and

we're confident we will," said
Richard L. Schwartz, assistant
attorney general in New York.
"Obviously we're somewhat dis-
appointed, but we're also confi-
dent we're going to win on the
merits."

"I think we're all excited about

the opportunity" to have the case
heard, said James R. Lewis, as-
sistant attorney general for Colo-
rado. "We remain pretty confi-
dent that our positions will
prevail. Beyond that, you can
read the tea leaves in all sorts of
ways."

Review by the Supreme Court
represents danger to the states,
but also an "enormous opportu-
nity" to make new law that will
affect the whole country, said
Thomas Greene, supervising dep-
uty attorney general for Califor-
nia.

Most observers said a possible
factor in the Supreme Court's
decision to not follow the solici-

tor general's advice was his com-
ments on the importance of the
case, and his reservations on
the 9th Circuit's "suggestion"
that domestic insurers forfeit

their antitrust immunity by act-
ing in concert with foreign rein-
surers.

The solicitor general's brief
states that "although we are
tr6ubled" by this suggestion,
"that does not alter the result."

"It's not entirely surprising
that the Supreme Court would
want to look at the issues when
the solicitor general's brief also
raised some questions" about the
appellate decision, said Robert
N. Mitchell of Seyfarth, Shaw,
Fairweather & Geraldson in San

Francisco, who represents the
Reinsurance Assn. of America.

The solicitor general's brief
discussed a number of substan-

tive points of law, said Califor-
nia Deputy Attorney General
Kathleen E. Foote. "It's certainly
possible the court wishes to
adopt a number of those points."

But Michael L. Weiner, an at-
torney for Skadden Arps Slate
Meagher & Flom in New York,
which represents General Rein-
surance Corp., said he does not
believe the Supreme Court's fail-
ure to follow the solicitor gen-
eral's advice is necessarily sig-
nificant.

Statistically, the Supreme
Court tends to follow the solic-

itor general's advice, he said,
"although it doesn't always hap-
pen that way. I don't read a lot
into it."
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ERISA issues in 3 cases before high court
By MARK A. HOFMANN district characterizes the law as a you're the agent of the hduciary," ruling m a case renamed Greenberg said Wyatt's Mr Brown

workers comp-not benefit plan- not the fiduciary itself, said Kyle us H&H The Supreme Court has Mr Saveth said that while the
WASHINGTON-The Supreme regulatton Brown, an attorney with The Wyatt requested comment from the sollci- case mvolved a "hypertechnical dis-

Court may decide three malor cases AUS District Court found that Co's research and information cen- tor general before proceeding with pute," a Supreme Court rulmg sup-
involving the Employee Retirement the law violated ERISA, and the ter m Washington the case porting the practice might encour-

Income Security Act during the local government then sought Su- "The basic question is where do The case gves the court an op- age some other compames to fund
term that began last Monday preme Court review you draw the line with an adviser portunity to determine "whether obllgations with property

In one case, the court will de- "What is at stake here lS the becoming a fiduciary under there lS anything in ERISA that Meanwhile, the justices decided to

cicle whether ERISA pre-empts a breadth and broadness of the ERISA," said Foster Higgins' Mr would preclude an employer from stay out of property/casualty msur-
Distnct of Columbia law requiring ERISA pre-emption," said Henry Saveth "At what point does ad- amending a welfare plan," said Fos- ance coverage litigation by refusing
employers to provide certain bene- Saveth, a principal with A Fos- vice cross over and become con- ter Higgms' Mr Saveth to consider appeals of these three

fits to employees ellglble for work- ter Hggins & Co Inc in New York trol?" In another benefits-related case, cases Involvmg pollution coverage

ers compensation "The distnct tned to accomphsh Should the court rule for the pen- the Justices agreed to review In Liberty Mutual Insurance us

A second case the court has indirectly what it couldn't do moners, it could change the status of whether the transfer of unencum- Tnangle Industnes, the #th U S
agreed to hear raises the issue of directly-regulate an employee ben- attorneys and accountants who act bered property in heu of cash to a Circuit Court of Appeals ruled that
a pension plan actuary's liability efit plan under ERISA," he said In as plan advisors, as well as that of defmed benefit pension plan is per- the pollution exclusion in the com-
under ERISA when the actuary's effect, the distnct created a "shadow consultants, said Mr Saveth mitted by the Internal Revenue prehensive general habillty pollcy

faulty work causes benefits to be plan" for some workers m an at- The ERISA-related case that the Code The IRS said that such a bars coverage unless the discharge is
reduced tempt to regulate the real plan, he court has not yet decided whether to transaction is prohibited sudden and accidental

The lustices are awaiting a bnef said accept is Greenberg vs HdH Mtmc But the 5th U S Court of Ap- In Brodenck Investment Co us

from the solicitor general before de- In reviewing another case, Mer- Co peals held early this year-in Key- Hartford Accldent & Indemnity Co,
ciding whether to hear a third tens vs Hewitt Assoctates, the jus- This appeal involves a lawsuit ini- stone Consolidated Industnes us the 10th U S Circuit Court of Ap-
ERISA-related case This case in- tices will decide the extent of a con- tially filed by John MeGann-who Commtssloner of Internal Revenue peals held that if wastes were de-
volves a question of whether ERISA sulting firm's hability when benefits has since died-against his em- -that Keystone was within ltS hberately dumped ln unhned pits,
protects an employee affhcted with are cut due, at least m part, to its ployer, H&H Music Co of Houston rights to fulhll its pension funding the pollution exclusion m the CGL
AIDS when a self-msured employer faulty calculations (BI, Aug 6, 1990) obligations by contributing five apphed even if subsequent release of

restricts health benefits specifically Hewitt served as penmon actu- Mr MeGann was diagnosed with truck terminals to a trust for the the substances into groundwater
for the disease ary to Kaiser Steel Corp, which AIDS m late 1987 and Informed plans According to the court, the was not intentional

But the lustices refused to Inter- went bankrupt and had its pen- H&H of the diagnosis In July 1988, code only prohibits the transfer of And, m Ctteens Electnc Colp vs
pret hability insurance policy lan- sion plan taken over by the Pen- the company altered its health plan, property subject to a hen or mort- United States Fidetity & Guaranty
guage m three pollution cases and mon Benefit Guaranty Corp m the dropping what had been a $1 mil- gage, not all properly Co, the 8th U S Clrcult Court of

let lower court decisions stand mid-1980s Beneficiaries, angered lion lifetime cap on benefits to "The financial impact can be Appeals held that costs of cleanmg
The lustices on Nov 3 rinll hear that their benefits had been reduced, $5,000 m the case of AIDS As it pretty obvious A lot of employers up a waste site weren't "damages"

oral arguments in the first ERISA sued Hewitt, claiming that the con- cut benefits, the company also are strapped for cash" and would under Missouri law and therefore
case-D:strict of Columbia us sultant had fiduciary responsibility switched from an msured to a self- find it easier to contribute property, weren't covered by insurance I
Greater Washington Board Of for the plan The 9th U S Clrcult funded plan
Trade Court of Appeals last year found the Mr MeGann sued, charging H&H

The case involves a challenge to a firm had no such duty and its parent company with dis- Threatened tax bill veto
1990 district law that requires em- "The case before the Supreme cnmmation, which is prohibited by
ployers to extend to employees eligl- Court involves a technical issue ERISA A federal tnal court dis- would sink pension reformble for workers comp one year of whether ERISA permits an action missed the suit, holding that al-
health coverage equivalent to that by plan beneficiaries agamst a non- though ERISA establlshes umform
provided to unmlured employees fiduciary who provides services to standards on reporting, disclosure WASHINGTON-Pension sim- sated employees to determine

(BI, Nov 12, 1990) the plan The case arises out of a and fiduciary responsibility, it does plification and relief from new how much highly compensated
The busmess group contended situation where the plan is insol- not require employers to provide eq- pension distribution withholding employees can defer Deferrals of

that the law ,nolates ERISA by re- vent, and the plan sponsor bank- uitable benefits for workers with rules may have to walt for the the two groups now must be
quirmg employers to pay the full rupt," Hewitt sald ma statement AIDS The 5th U S Clrcult Court next congressional session compared on a current-year
cost of health benehts for the em- "When as a service provider of Appeals concurred Both the House and Senate last basis

ployees receiving workers comp The you're told to provide service 'X,' Mr McGann's estate appealed the week approved tax legislation, • Simplifying the numerous
H R 11, with a broad array of definitions of who is considered

Hurricane Andrew losses provisions that would begin to a highly compensated employee
lift some of the rules that have for non-discrimination testing

Continued from page 2 cover losses stemming from Hur- several insurer ratings as new, made pension plan administra- purposes
weeks have been increasing their ncane Andrew and Hurricane Imla higher loss estimates continue to roll tion so complex • Allowing certain tax-exempt

original storm-related loss estimates m Hawaii in The measure also includes a organizations, like trade associa-

(BI, Sept 28) State Farm Fire & Casualty es- Late last week, S&P placed the retroactive extension of the tax- tions, to offer 401(k) plans
Allstate's new loss estimate m a tlmates ltS Andrew-related losses at AA claims-paying ability rabng of favored status of employer-pro- • Exempting defined contri-

whopping 648% greater than ltS more than $16 bilhon and its Imla- Prudential Reinsurance Co on Cre- vided educational assistance bution plans from the so-called
onginal $105 bilhon estimate The related property and auto claims at dit:Watch with negative implica- benefits through next June 30 minimum participation rule
net aftertax loss for Sears, Roebuck about $194 million tions S&P said the move is tied to The tax-favored status of those Under current law, both defined

& Co unit wlll be approximately State Farm Fire & Casualty's sur- ltS earlier placement of the AAA benefits expired in June benefit and defined contribution

$1 15 bilhon plus as of Aug 31 was about $38 rating of parent Prudential Insur- But these provisions, wel- plans are not considered quali-
Allstate has not altered its ini- bilhon ance Co of Amenca on CredltWatch comed by employers, appear un- fied unless they cover 50 employ-

tial estimate of 159,000 hurricane- Other insurers increased their (BI, Sept 28) likely to become law President ees or 40% of employees, which-
related claims, but the extent of Humcane Andrew-related loss es- Despite the recent revised loss es- Bush has threatened to veto the ever is less
damage is more severe than initially timates last week timates by several insurers, S&P tax legislation because of unre- • Requiring the Internal Reve-

thought, a spokeswoman said • United Services Automobile "does not belleve at this time that lated provisions that would in- nue Service to give employers
A M Best Co said Allstate's con- Assn estimates its losses wlll reach the (mdustrywide) estimate wall be crease taxes Mr Bush vowed more advance notice of annual

sohdated A rating is "under review $500 million, more than three times materially changed," said Alan earlier to never "ever" approve a cost-of-living increases in the
with negative imphcations" as a re- its original $150 million estimate Ikvm, a senior vp in New York tax increase maximum benefits that can be

sult of the revised estimate Remsurance is expected to cover But, if revised figures on total Congressional leaders say funded through defined benefit
Although Allstate expects its hur- more than $125 milhon of the losses, msured damages exceed $10 bilhon, President Bush will stick to his plans and contributions made to

ncane losses wnll be largely offset by according to USAA a turn in the market becomes more vow defined contribution plans
1992 statutory earnings and "other • Liberty Mutual Insurance Co hkely, Mr Levm said "It's too bad that legislation Other provisions in the tax bill

positive surplus adlustments," it is mcreased it estimated gross losses "Frankly, every time another an- that provides a number of provi- would exempt pension distribu-
"nonetheless anticipated that the from Humcane Andrew to $217 nouncement is made about this ca- sions that would have been help- tions of less than $500 from a re-
group's 1992 year-end surplus will milhon from $195 milhon tastrophe, it Increases the possibil- ful to employers is likely to be cent federal law that imposes a
deellne from 1991's year-end flgure Liberty Mutual also increased its ity that insurance company vetoed The measure was a mod- 20% withholding on distribu-
of $54 bilhon," Best said estimated Humcane Imla-related management might change their est but welcome change in di- tions that are not directly trans-

That unll put "further pressure gross loss to $3 milhon from $29 mmds and m fact start demanding rection," said Henry Saveth, a ferred to an individual retire-
on the group's leverage, which his- milhon adequate rates," he said principal with A Foster Higgins ment account or to a pension
toncally has been high relative to • Allendale Group is estimating But, "the fact is that even with & Co Inc in New York plan of a worker's new employer
other personal hnes Insurance com- losses at $106 milhon before rem- those increased numbers, the av- "This is the problem of trying Handling these small distribu-
panies," Best said surance and taxes That hgum has erage msurance company is going to deal with benefit 1SSUeS tions is a nuisance for employers

The new loss estimate should not grown from about $90 million a to fmd the cost after remsurance to through tax legislation The fate The measure also would re-
affect Sears' plan to spln off up to month ago be about 3% to 35% of their sur- of benefit provisions hangs on quire the Pension Benefit Guar-
20% of Allstate stock, an Allstate • Nationwide Mutual Insurance plus," said Gloria Vogel, first vp totally unrelated issues," said anty Corp to give Congress an
spokesman said Co and amhates Scottsdale Insur- with Shearson Lehman Brothers Frank McArdle, a consultant annual report listing the names

Allstate's revised estimate could ance Co and Wausau Insurance Co Inc In New York with Hewitt Associates in Wash- of employers sponsoring pension

be the largest-ever loss sustained expect gross losses of around $84 Andrew "brmgs us closer" to a ington plans with more than $25 million
by aUS insurer due to one event, nulhon, up shghtly from an earher market turn, but it is not enough The legislation's wide array of 11 unfunded liabilities
according to the Insurance Infor- $83 milhon estimate to turn the market, she said provisions to simplify adminis- The legislation again would
mation Institute • Arkwnght Insurance Co is es- The current regulatory climate tration of pension plans in- allow upper middle-income em-

Allstate's new estimate exceeds timating losses at $36 milhon after and the economy are working cludes ployees who are covered by pen-
the estimated $161 bilhon m An- reinsurance and taxes, up from agamst a market turn, she added • Making it easier for employ- sion plans to make tax-deduct-
drew-related losses reported by about $30 milhon a month ago, a ers to run non-discrimination 1ble contributions to IRAs and

State Farm. spokesman said Assoctate Editors Mark A Hofmann tests on 401(k) plans would provide limited tax breaks

State Farm, meanwhile, says it Ratmg agencies Best, Standard & and Mtchaet Bradford and Sta# Re- Employers would be able to to very small property/casualty
has added $2 billion to its State Poor's Corp and Moody's Investors porter Sally Roberts contnbuted to use the previous year's average insurance companies
Farm Flre & Casualty Co unit to Service Inc. expect to downgrade thts report deferrals by non-highly compen- -BY Jerry Gezsel



El Al crash ing casualty situation and and this may be it " Update
pressure from the airlines for He added that major airline

Continued from page l ever-higher limits for liability hull losses have totaled more
to John Westcott, chairman of cover," said Mr Nichols than $400 million so far this New Chicago union contract
the Lloyd's Aviation Un- Potential liability claims from year, excluding the El Al and
derwriters Assn the El Al crash will be limited by Pakistan Airlines crashes CHICAGO-The City of Chicago and a coalition of 36 trade

About one-third of the El Al the Dutch courts, which do not "Losses are running at a rate unions reached an agreement late last week that could save the city

reinsurance Cover in London was allow compensation for bereave- of almost twice premiums re- up to $42 milhon in health care costs next year
placed at Lloyd's and the re- ment or pain and suffering How- ceived this year," said Mr West- The wage and beneht agreement, which would run retroactively
mainder in the London company ever, the Netherlands has not ra- cott "And we have almost three from Jan 1, 1992, through June 30, 1995, significantly changes the
market The Ariel syndicate led tified the Rome Convention of months to go " city's health plans Of the potential savmgs, as much as $28 milton
the coverage at Lloyd's, while 1952, which sets limits on third- However, William Barham, could result from PPO plan changes, hke limiting mpatient mental
British Aviation Insurance party liability claims caused by chief executive of Willis Corroon health and chemical dependency coverage and encouraging the use of
Group led the company market foreign aircraft Aerospace, said underwriters generic prescrlption drugs

An El Al spokesman said the Underwriters suggested that may be forced to scale down the Chicago wlll save $14 milhon more by shifbng costs to employees,
airline has "more than enough" claims could be limited by the amount of aviation business they reports Wdliam M Mercer Inc, which helped design the plan

insurance to cover any possible large number illegal immigrants write before they are able to The 10,000 workers covered by the 31/2-year agreement wlll make

claims from the crash, including living ln the Bi]1lmermeer estate make substantial rate increases the same pretax health plan contnbutions whether they choose an
those from the deaths on the apartment buildings, saying that "Certainly the El Al incident is HMO or the PPO Those contnbutions wall now be based on salaries

ground In addition to its liabil- the families of these victims are putting pressure on the market The city, which spent $200 milhon on health care last year, projects
ity insurance, El Al is insured unlikely to bring claims that to increase rates," said Mr Bar- its health costs wlll nse only 3 2% m 1992

against acts of terrorism by could draw attention to them- ham "But there is so much ex- With contracts expirmg m December, the tentative agreement,
Inbal, the Israeli state insurer selves cess capacity around that the which Includes wage mcreases of 3% each year through 1994 and 1 5%

Preliminary investigations Claims relating to the loss of market won't be able to raise m 1995 plus additional hfe Insurance, wlll soon be presented to mdi-

suggest the crash was caused by cargo and the deaths of the three rates unless all underwriters vidual union members for ratification

a mechanical or technical fail- crew and one passenger will be agree to do so "
ure, not by sabotage or pilot limited by the Warsaw Conven- "The El Al crash is going to Blues rate hike request upheld
error Insurers pointed out, how- tion, unless negligence by the cost about $200 million, but it
ever, that El Al would be un- airline or the manufacturers can doesn't seem enough to drive out ALBANY, N Y -Insurance Supenntendent Salvatore Cunale wlll

likely to confirm a breach in its be proved The aircraft was car- the extra capacity in the mar- appeal a state court ruling that he exceeded his authonty m relectmg
security precautions The airline Dung about 120 tons of textiles, ket," commented Jerry Frick, an a rate hike sought by Empire Blue Cross & Blue Shield
spends about $40 million an- electronic equipment and per- aviation broker with M&M in A court order requmng the department to approve the rate m-
nually on Security fume New York crease cannot take effect unN after appeal

The Boeing Co, the manufac- Prior to the El Al and Pakistan "The next thing to affect rates But Empire claims the decision supports its position that the su-
turer of the 14-year old aircraft, Airlines crashes, hull and liabil- will be the Jan 1 reinsurance re- penntendent is legally bound to approve the rates an Insurer needs to

and engine manufacturer Pratt & ity insurance renewals were ex- newals and we will have to wait restore its reserves to levels required by law Empire sought a 12 4%

Whitney are also potentially vul- pected to produce relatively and see what happens then," Mr rate increase for small-group and individual health poheies
nerable to liability claims small rate increases and, in some Fruck said Without that hike, Empire claimed its liabilities would exceed

Boeing's product liability cov- cases, no rate hikes at all (BI, Bill Smith, managing director assets by as much as $40 milhon by year end Empire also claimed
erage is led in London by Lloyd's Oct 5) However, about 75% of of aviation at broker Leslie & that its reserves are below state requirements (BI, Aug 3)
syndicate 955, managed by Dann renewals for major world air- Godwin International Ltd in Mr Curiale relected the rate hike based on a new state law that
Kiln & Co Underwriting Agen- lines take place in October, No- London, said the El Al loss may requires commercial Insurers to accept all risks and to use community
cies Ltd, confirmed Peter Mor- vember and December, and some lead to higher excess-of-loss re- ratmg, which is expected to help BC/BS plans compete (BI, June 15)
ris, the syndicate's underwriter insurers last week said these la- insurance rates at year-end re-

The policy was renewed in May test air disasters could affect fu- newals Dredging firm sues Chicago
and has liability limits in excess ture rates "It may not have a large effect
of $1 3 billion, he said "We need to have rate in- on direct renewals this year as a CHICAGO-The company that installed the pllings belleved to

Insurance for Pratt & Whitney, creases of between 30% and 60% lot of comparison goes on in the have caused Chicago's underground ood m Apnl has filed suit
a subsidiary of United Technolo- and I think claims from the El Al market and those airlines renew- against the city for failmg to notify the contractor of the under-

gies Corp, is placed mostly in crash could do it," said Nigel ing in November and December ground tunnel system's existence
the U S market by Marsh & Rogers, managing director of will not want any larger in- The pillngs apparently caused the roof of a tunnel running under-
MeLennan Cos Inc and led by Lloyd's underwriting agency Oc- creases than those imposed on neath the Chicago River to collapse, flooding basements throughout
Associated Aviation Un- tavian "The cost of aviation Oct 1 renewals However, ex- the city's Loop bumness distnct (BI, Aprtl 20)
derwriters claims has exceeded premiums cess-of-loss underwriters may Great Lakes Dredge & Dock Co, now owned by Investment bank

Both Boeing and Pratt & Whit- for years and this has to stop take the opportunity to extend Blackstone Group, filed suit m US District Court last week, claim-

ney sent experts to Amsterdam But there is still overcapacity in the increases they imposed last mg it has no habllity for the flood or that its habihty should be
to help Dutch officials and Is- the market worldwide " January," he said hmited The Oak Brook, Ill -based dredging company says any of its
raell representatives investigate "I hope these recent accidents Some insurers saw their ex- hability and that of its surety bond writer, Reliance Insurance Co,
the crash site will mean higher rates but I am cess-of-loss reinsurance costs should not exceed $634,000-the value of the two barges used for

The crash could represent the concerned that they might not double during the last year-end the project in August and September 1991, the launch used to brmg
biggest third-party liability All the other accidents this year renewals, he noted them to the site and their pending freight Great Lakes was owned
claims scenario the airline indus- have not made a difference in the The El Al crash will likely have by Itel Corp when the work was done
try has ever faced, said Graham resolve of some underwriters to a bigger impact on reinsurers as "The city of Chicago failed to mamtam the tunnel" and failed to

Nichols, chairman of the Avia- take on business that is half the losses will blow through most repair it after learning of a breach m the walls, the contractor claims
tion Insurance Offices' Assn in priced," says Mr Westcott of direct underwriters' retentions, Plaintiffs suing Great Lakes and the city m Cook County Clrcult
London and director of un- Lloyd's Aviation Underwriters Mr Smith said, even though Court now must file with the federal court by Nov 15
derwriter Westminster Aviation Assn many retentions were increased
Group "Both losses will be very ex- to $50 million or $100 million per Briefly noted

"Although underwriters have pensive and people may say that crash last year
succeeded in improving their they have finally had enough of Attempting to soften the impact of FAS 106, McDonnell Douglas
premium base over the past two low rates," he said "The market Assoczate Ed,tor Gavin Souter in Corp is replacing 1ts company-funded health care plan for non-unlon
years, we need to get more pre- needs some sort of catalyst for London contributed to this re- retirees with one paid for by the retirees themselves Funds unll be
mium to cope with a deteriorat- higher rates and lower capacity port taken from the company's over*mded pension plan Maine Gov

John R McKernan Jr has signed into law a workers comp reform
Pension investment rules bill that places the burden of future residual market deficits on em-

ployers, rather than sphttlng deficits equally between employers and
Cont;nued from page 2 as an investment option to de- ticipants to qualify for the 404(c) insurers Employers in the current residual market wll become mem-
like an equity fund, would have fined contribution plan partici- exemption bers of one of eight mutual msurers created by the law effective Jan 1
to be diversified and not invested pants For example, immediately (BI, Sept 28) The first chairman of the Lloyd's of London new
solely in one stock Under the proposed rules, after investing in a fund that is Regulatory Board wd be Bnan Garraway, the current deputy

Participants would have to be companies would have been re- subject to the Securities Act of chairman of BAT Industries PLC Mr Garraway wlll assume the
given the opportunity to switch quired to use an independent fi- 1933-like a mutual fund-the post m January He unll retire from BAT at the end of the Octo-
from one fund to another at least duciary, like a bank, to handle company must give participants ber American International Group Inc. has been granted a
quarterly participants' investments in a copy of the fund's most recent hcense to operate m the People's Repubhc of China A proposal to

Employer stock also could be company stock prospectus raise the federal reinsurance excise tax to 4% from 1% on coverage
offered, but only as a fourth al- Independent fiduciaries will Participants must be informed bought from companies domiciled in tax havens was dropped from S
ternative and only if it is pub- not usually be required under the of any designated investment 776, an energy bill passed by Congress last week (BI, June

licly traded with sufficient fre- final rules Instead, companies managers and a description of 29) Another provision tucked mto the energy bill would allow
quency and volume to assure would have to establish proce- any transaction fees or expenses surplus assets to be transferred from an overfunded coal industry
liquidity Participant sharehold- dures to ensure the confidentia- that are charged to the partici- pension plan mto a new fund-formed by merglng two existing
ers also must have voting rights lity of these Investments A plan pant's account mulhemployer funds-to provide health care coverage to retired coal

According to Labor Depart- fiduciary would have to be de- In addition, participants must workers Louisiana hquidators of Champion Insurance Co. have
ment estimates, the final rules signated to ensure that those receive a description of the in- recovered $585,382 from a Cayman Islands bank set up by the Eicher
affect about 100,000 defined procedures are adequate vestment alternatives available farmly, Champion's former owners, and $400,000 from the sale of the
contribution plans-principally In addition, the final rules under the plan, Including a gen- Eichers' house in Baton Rouge A Massachusetts appeals court last
401(k) plans-that give employ- eliminate an earlier requirement eral description of the invest- month struck down a statutory $515 appeal fee required of a workers
ees the opportunity to direct that in-house managed funds, ment oblectives and the risk and comp claimant represented by an attorney, and replaced it with a $1
their contributions like a guaranteed investment return characteristics of each al- fee A tentative agreement between the Pension Benefit Guaranty

The final rules, which gen- contract fund, use an indepen- ternative Corp and unsecured creditors of Trans World Airlines Inc calls on
erally take effect Jan 1, 1994, dent fiduciary to qualify as an "We believe the rules are a TWA to issue a note-secured by mternational routes and a Kansas
make a number of changes from investment alternative win-win situation for employees City maintenance base-and make payments on that note over 15
the proposed rules Also under the final rules, em- and plan participants," said As- years to cover a portton of the airline's $12 bilhon m unfunded pen-

A notable change involves em- ployers will have to disclose sistant Secretary of Labor David mon habihtles TWA, m turn, could terminate its two pension plans
ployers that offer company stock more information to plan par- Ball .



DUMN€66 injurance, UCLODer lZ, 1336 / 01

Perot's health plan r- ---
of that protection," said Karen Ignani, plan rules in different states "
director of the department of employee -Allowing states to create a patchwork Bi Insurance Index

Continued from page l benefits for the AFL-CIO in Washington guilt of health care laws lS both fiscally
creases for federal civil servants Taxing health benefits would penalize and socially regressive," said Mark 870

In "United We Stand," a book he re- workers ln high-risk industries, like min- Ugoretz, president of the ERISA Industry
850

leased this year, Mr Perot calls the cur- ing, and retirees who often are charged Committee, a Washington benefits lobby
rent tax treatment of employer-paid higher premiums, Ms Ignani said Meanwhile, in his book, Mr Perot also 830
health insurance "another subsidy for the As an example, she cited manufacturing targets entitlement programs
rich" and argues that not taxing such ben- industry retirees, whose insurance costs Arguing that the programs have "grown 810
efits supports the rich and encourages ex- may total $5,000 to $6,000 per year "That out of whack," he suggests removing the
cessive health costs doesn't mean they are getting a deluxe $130,000 ceiling on the 1 45% portion of 790 _

Instead, Mr Perot favors treating as health care package It just means they the FICA tax that covers Medicare Part A 770 111111111111111111111111111111
taxable income employer health plan con- have to pay proportionately more because "Those who can afford lt should pay more -iHIlllIM---
tributions that exceed $335 per month for they are a higher risk in the market " to support the program Better-off Ameri- 750 a.m 1
family coverage and $135 per month for Taxing health insurance benefits also cans stop paying Medicare taxes on in-
individual coverage would discriminate against employees in come over $130,000 a year We should lift 730  i

"This is not a radical or revolutionary areas where health care costs are higher, that cap "
idea," said Ellen Goldstein, director of Ms Ignani said Doing so would increase costs for both
communications and health policy of the Convincing Congress to eliminate the employees and employers-both of whom
Assn of Private Pension & Welfare Plans, tax break on employees' health insurance currently pay the 1 45% tax, consultants
a Washington corporate lobbying group benefits will be a tough sell "It's a situa- point out If the $130,000 cap were lifted,

Base = 100 on Dec 29. 1978

In 1984, the Reagan administration pro- tion where the Chamber of Commerce and both employees and employers would pay sourcd·-Nordby Intemabonal Inc
posed taxing health insurance contribu- the AFL-CIO could go marching down the additional taxes on earnings
tions but later dropped the Idea (BI, Feb Main Street hand in hand," Mr Saveth Mr Saveth questioned whether this insurance industry stocks inched ahead last
6, 1984) President Bush also included said would generate much revenue because week, as the Business Insurance Index rose

such a proposal in his budget, but it was Mr Perot's book also says a plan to re- "the group of Individuals that make more 4.0 points to 868.0 on Oct. 9 from 864.0 on

rejected by Congress And, the proposal form the nation's health care system than $130,000 per year is relatively Oct. 2. Advancing issues for the week were led
by FHP International, up 15.3%; Re Capitalechoes some of the statements made by the should be "put into effect as quickly as small "

Conservative Democratic Forum, a group possible " His proposals lack details, but Mr Perot also favors increasing Medi- Corp., up 13.0%; and Harleysville Group, up
8.0%. Declining issues for the week followedof conservative House Democrats he favors "comprehensive national health care Part B premiums to 35% of the cost of United Fire & Casualty

Mr Perot "is obviously speaking as a care reform based on a public-private the supplemental medical insurance pro-
, down 5.9%; Old Repub-

businessman because he would not roll partnership" that would
lic International, down 5.5%; and Uberty Com.,

gram, up from 25% down 5.0%. The most active issue for the week

back the employer tax deduction for pro- • Establish a national health board as Currently, Medicare beneficiaries pay was U.S. Healthcare, with 5.0 million shares
viding health benefits," Ms Goldstein an independent federal agency to oversee $31 80 per month for Medicare Part B cov- traded. The 8/ Index was up 0.5%; the NYSE
added cost containment and comprehensive erage If Mr Perot's increase were Composite was down 1.6%; the Standard &

But few companies favor taxing employ- health care reform efforts adopted, those premiums would lump to Poor's 500 was down 1.9%; and the Dow Jones
ees, noted Henry Saveth, a principal with • Set a national health policy $44 52 per month 30 Industrials fell 2.0%.

A Foster Higgins & Co Inc in New York • Encourage problem solving by every- But Congress already plans bigger in-
About three-quarters of the companies one involved, which one consultant de- creases than that The Omnibus Reconcili- British Issues
Foster Higgins surveyed earlier this year scribed as "more of a prayer than a pol- ation Act of 1990 calls for Medicare Part B
opposed all taxes on employee health ben- 1Cy " premiums to increase sharply to $46 10 1 Week 1

Oct.8eflts About a fifth favored taxing employ- • Reach a consensus on a set of princi- per month in 1995, So it'S unlikely that Prloe P/E Div Yield High--Low

ees above a certain amount ples for reform Congress would approve Mr Perot's sug- Companies pence pence % pencepence

Self-insured companies, in particular, • Determine a basic benefit package for gested increase, consultants say Conn! Union 514 NM 31 5 61 514-497

would have trouble administering such a universal coverage and appropriate tax While this would be a big revenue raiser,
Gen! Auddent 506 N/M 35 7 70 510-485

Gdn Royal Exch 150 N/M 100 67 150-143

tax because they often don't know what treatment of health benefits the burden would fall exclusively on the Royal 183 N/M 70* 38 183-173

their total health care costs are until many • Ask states to submit comprehensive elderly, and many thmk that lS the reason Sun Alliance 286 N/M 19 0 66 293-273

months after the year ends That's because health care reform proposals that adhere Congress would never grant the increase Brokers

many claims are incurred at the end of a to agreed-upon principles and meet cost In fact, neither President Bush nor former Bradstock 116 130 63 54 118-116

year and are not paid until the next year, containment targets President Reagan got very far with this CEHeath 288 168 345 120 289-288

consultants explained Hogg Group 122 115 109 89 122-122• Change federal rules to allow states politically hazardous policy (BI, Jan 20)
JIBGroup 136 105 100 73 137-136

Labor groups also oppose taxes on em- the necessary flexibility to conduct pilot "Whenever you talk about increasing
ployer-provided health plans Uoydlhompson 209 169 75 36 209-207

health system reform programs Medicare Part B premiums, Congress Lowndes UnbR 258 100 16.8 65 258-257

"The single most important reason (such Changing federal rules "sounds like a thinks about Medicare Catastrophic and PWS Holdings 54 62 53 98 55-64

taxes) shouldn't go forward lS because challenge to the ERISA pre-emption," Mr what a disaster that was," Mr Saveth Sedgwick Grp 131 10 4 8 0* 61 131-126

there is a major gap in the price that indi- Saveth said "That would be of great con- pointed out Steel Brrt Jones 179 89 177 99 179-176

viduals or groups of Individuals pay for cern to multi-state employers who would Perot campaign headquarters in Dallas
Willis Corroon 206 130 176 85 206-195

health insurance protection and the value then have to comply with different health did not respond to repeated phone calls I ' Soure P'*91san. London ' Eshmated
_4

Bi Industry Stock Report
OCTOBER 5,1992 THROUGH OCTOBER 9,1992

Weekly Year to Date Annual MkVBk Weekly Year to Date Annual Mkt/Bk i
Price % change % change High Low Vol (000) $ Div % Yietd P/E Book value value Pnce % change % change High Low Vol (000) $ Ov % Yield P/E Book value value

BROKERS 1

Alexander & Alexander
Market Corp OTC 28.75 268

NYS
3068 2875 1775 24

2525 3.35
000 000 7

2317
1559 1.84

2738 1800 541 100 396 105 13.10 1.93
Mutual Risk Mgmt Ud NYS 3525 6.02 036 37.75 22 25 58 024 068Gallagher Arthur J & Co 22NYS 28.63 269 27.93 2863 1900 140 064 224 21 588 487

Frank B Hall
NAC Re Corp OTC 3475 2.11 1032

NYS 34 75 2175 1068 016 046 15 1890
300 000

184
2941 550 263 28 000 000 3 195 1 54 National Re Corp NYS 27.13 333 N/A 27.13 17 00

Hilb Rogal & Hamilton
489 012 044 14

NYS
N/A

14 25 256
N/A

755 1563 1100 117 040 2 81 23 356 4.00
Navigators Group OTC 3300 0.76 1951 4825 2850 44 000 0.00Marsh & McLennan NYS 18 1352

9000 -0.41 2 441060 9250 7000 939 268 298 21 2800 321
Nobel Insurance LTD OTC 450 2.70 12 50 600 350 6 000 000 3Poe & Associates OTC 1325

776
1.85

0.58
1042 1600 11 25 26 040 302 17 282 470 NWNL Companies NYS 3775 289 21.29 4375 2600 107

BROKERS
1.48 3.92

AVERAGE
11 62.65

-09 06084 21 26
Ohio Casualty Corp OTC 6400 1.54 2929 6663 4400 257 2 68 4.19 10 1800 356

CONGLOMERATES & HOLDING COMPANIES Old Republic Int l NYS 23.50 553 3239 2563 1556 419 040 1.70 9 33.09 0 71

Orion Capital Corp NYS 3975 000 2569 4100 29.00 31 092 231 7 4350 0.91

Berkley W R Corp OTC 4363 057 43.03 45 50 25.00 379 036 083 15 3695 118 Phoenix RE Corp OTC 1225 392 1667 1288 850 136 0.20 1.63 25 1330 092
Berkshire Hathaway Inc NYS 9305 00 Provident Life NYS 2550 192 9.68 2800 18.00 89 100 392 11 39.50 065

153 282 930500 25469 0 000 000 31 727000 1 28 Re Capital Corp ASE 1525 1296 609 1638 1225 24 024 1.57 19 1607
ITT (Hartford Group)

095
NYS 6463 354 1190 7063 5000 1193 1.84 2.85 18 11205 0 58 Reliance Group Holdings NYS 5.13 000 24.24 588 350 101 032 624 3 6.40 080

Sears (Allstate) NYS 4200 233 1089 4800 3250 4918 200 476 11 34 SO 1 22 RLI insurance Corp NYS 2063 0.00 2500 2138 1513 28 052 252 9 1441 1.43
CONGLOMERATES AVERAGE 20 172 21 19 St Paut Companies NYS 7350 233 0.86 8075 5850 1277 272 3.70 7 8660 0.85

INSURERS/REINSURERS SAFECO Corp OTC 5250 2.10 769 5525 36.13 2457 1.64 3.12 14 5165 102

SCOR U S Corp NYS 1725 0.72 1220 1888 1313 11 028 162 9 1119 1.54

AEGON N V NYS 4050 299 1571 41.88 28.75 32 268 662 7 N/A N/A Selbels Bruce Group OTC 263 000 52.27 675 2.13 111 036 1371 1 1060 025

Aetna Lite & Casualty NYS 41.63 060 540 47 00 3388 1101 276 663 14 8760 0 48 Selective Ins Group OTC 2088 705 2463 2350 1525 77 1.12 537 8 3075 068

Allied Group Inc OTC 2850 044 6765 2925 1625 94 0 64 2.25 8 1985 1 44 Statesman Group Inc OTC 725 169 2609 8.13 488 171 000 000 4 248 292

Amencan General NYS 4863 0 77 927 5038 3900 770 208 428 11 6000 0 81 Toto Marine & Fire OTC 45 63 083 1141 5525 3225 4 000 000 7093 064

American Hentage Ute Ins NYS 31.38 346 245 32 50 21 94 7 084 268 16 N/A N/A Torchmark Corp NYS 4950 222 2829 5338 3341 471 1.04 210 15 4095 121

Amencan Indemnity/F in I OTC 5.13 000 789 925 450 0 008 156 8 1293 040 Transamenca NYS 4325 2.37 8.46 4675 3563 650 200 462 22 55.00 0 79

American International NYS 10663 0.95 839 10800 80.13 4106 056 053 14 9930 107 Transatlantic Holdings NYS 4550 215 1704 4663 2938 163 024 053 14 1838 2.48

Aon Corp NYS 47.88 230 2082 5025 3538 438 168 351 12 3970 121 Travelers Corp NYS 2250 056 405 2375 17.13 1943 1.60 7.11 9 5900 038

Argonaut Group OTC 2863 297 2053 30 25 21 75 18 084 293 8 2096 137 Trenwick Group Inc OTC 3750 204 31.58 4050 2300 528 080 2.13 13 21.71 173

AVEMCO Corp NYS 2588 049 350 2800 21 50 46 0 40 155 25 955 2 71 United Fire & Casualty OTC 4000 588 3333 42 50 28.84 0 100 250 8 3539 113

Baldwin & Lyons Inc OTC 3075 250 1942 3300 2350 10 048 156 8 2429 / 27 Unitrin OTC 3875 544 839 38 75 31.00 183 120 3.10 12 3723 1.04
Chandler Insurance OTC 463 000 4231 763 225 17 000 000 42 595 078 UNUM Corp NYS 44.50 471 9.88 4500 31 50 467 0.64 1.44 13 37.70 l 18

Chubb Corp NYS 8275 -0.90 747 87 50 61.38 3030 160 193 13 4267 1 94 US Facilities Corp OTC 875 411 4118 1900 700 147 000 000 7 958 091

CIGNACorp NYS 51.75 -048 1534 61 75 45 50 1068 304 587 11 11715 044 USF&G Corp NYS 1038 460 43.10 1500 563 2200 0 20 193 12 1230 084

CNA Financial Corp NYS 9325 095 485 10450 7850 116 000 000 10 7023 1 33 USLICO Corp NYS 1875 1.35 135 2038 1700 14 1.00 5.33 20 33.15 0.57

Continental Corp NYS 2463 1 01 1086 34 75 20 00 1440 260 1056 17 4000 0 62 USLIFE Corp NYS 4538 397 522 5250 3900 133 172 3.79 9 8455 054

EXEL Ltd NYS 42.75 1.18 1400 4450 2975 1017 092 215 8 14/A 1*A Wash,ngton National NYS 2288 000 4409 2350 1400 15 108 472 57 3350 068

Fund American Corp NYS 7025 418 054 71 25 62 50 64 068 097 18 36.11 195 Zenith National Ins NYS 1675 1 47 -074 1950 13.75 92 100 597 8 1314 1.27

Fremont General Corp OTC 2650 095 872 2675 1700 177 100 3.77 7 4555 058 INSURERS/REINSUAERS AVERAGE 42 115 34 117

Frontier Insurance Group NYS 3338 396 23 61 40 50 21 91 36 060 1 80 12 2665

Z HEALTH MAINTENANCE ORGANIZATIONSGainsco Inc ASE 13 25 600 41 96 13.75 728 224 004 030 20 337

General RE Corp NYS 10763 1 41 564 10800 7750 1727 180 167 15 7865 137 FHP International OTC 20 75 15 28 45 61 20.75 988 2364 000 000 21 1550 1.34

Guaranty National Corp NYS 19 50 1.27 3448 2038 1263 52 048 246 13 N/A N/A Pacificare Health Sys OTC 4000 256 127 4350 10.75 156 000 000 24 2825 142
Hanover Insurance Co OTC 4600 -081 2867 4775 2850 38 044 096 10 3744 123 Safeguard Health Enter OTC 763 000 1867 14 75 6.75 16 000 000 10 353 2.16
Harleyswlle Group OTC 2700 800 2706 2700 1675 730 064 237 11 2299 1.17 Serra Health Services ASE 3200 492 245 95 3275 1238 330 000 000 16 178 1798
Hartford Steam eaten NYS 5738 -086 -022 59 25 45.13 67 212 369 17 3550 162 United Healthcare Corp IVYS 5138 538 31.04 5275 2669 1218 001 002 36 4360 118
Kemper Corp NYS 2388 106 -37.38 46.13 2075 561 092 385 10 5000 048 United Medical Corp ASE 700 175 000 875 588 1 020 286 39 8.79 080
Lawrence Insurance Group ASE 813 -299 2697 11.13 700 3 048 591 18 4.71 173 U S Healthcare OTC 4700 6 21 6988 4700 1716 5030 036 0 77 29 2055 229
Uberty Corp NYS 26.13 -500 1808 3288 2013 88 048 184 11 2935 089 HMOs AVERAGE 47 447 05 22
Lincoln National NYS 6388 304 16.67 6750 4800 519 292 457 11 8100 079 ALL COMPANIES AVERAGE 04 204 28 14

System'des@fNofat#InGnational Inc.«., -

%'4 9, hk



Each year, in late October, Canadian geese sense tlie onset of
winter and begin ttleir seasonal migration souttlward. 11is journey
talzes some of the geese over 2,000 miles in search of the warm
marshes that Will sustain them through the winter.

.

Know;ng That Cliange Is Coming Is One Thing.
Doing Sometking About It Is Anotlker

Reacting to cllange as it liappens isn't enougli. To survive and flourisll, tile
successful company must be able to see change coming and 1)e ready to deal with it.

At Mutual of Omalia, we recognize that cliange is inevitable - and rapid.
That's wlly we kelp benefits managers manage their changing environments witll
comprehensive reporting and fast, efficient claims processing. Our leadership in
managing costs includes tlie spectrum of managed care products ... available on an

experience-rated, minimum premium, or administrative services only basis. Benefits
managers can clloose tlie options tliat best meet tlieir clianging needs.

We offer customized, individualized programs and
administrative support that kelp our group clients prepare for EL 11

and- deal witll change - not just react to it. .8.r*01

Find out wliat tile Mutual of Omalia Companies MuT[liiigiOmou
Group Operation can offer your company. Companies

Call Patric]2 MoescMer, 1-800-877-1052. GRoup Openiman

1 s.,

The Managed-Cost Professionais

f
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