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Court may revisit Pegram

Interpretations
muddy waters
on HMO ruling

By JUDY GREENWALD

A 2000 U.S. Supreme Court
decision that was first hailed
as a victory for managed care
firms is now being viewed in
a much more ambiguous

compensatory awards, in-
cluding punitive damages,

while ERISA bars such
awards.

The Pegram case involved
Cynthia  Herdrich, who

sought treatment for abdomi-

light.

More than a year after the
high court’s unanimous deci-
sion in Pegram vs. Herdrich,
the case is being cited to sup-
port conflicting rulings by
federal and state courts on
whether health maintenance
organizations can be sued
under state malpractice laws.

Some observers believe the
Supreme Court will ultimate-
ly have to issue a clarifying
decision, particularly be-
cause any imminent congres-
sional action is now consid-
ered unlikely. The issue is of

" concern to employers, which

ultimately pay higher rates as
a result of suits brought
against HMOs.

The crux of the controversy
is the pre-emption of state
lawsuits by the Employee Re-
tirement Income Security
Act. HMOs prefer that dis-
putes be heard in federal
courts because state laws
permit plaintiffs to see non-

nal pains and was told by the
physician at her HMO she
would have to wait eight
days before she could be test-
ed at a facility owned by the
HMO. Ms. Herdrich's ap-
pendix burst before the tests
could be run.

Among other charges, Ms.
Herdrich claimed in her sub-
sequent suit that the HMO
had breached its fiduciary
duty because the doctors
owned the HMO and had act-
ed in their own interests
rather than those of the plan
participants.

In the court’s June 2000 de-
cision, Associate Justice
David Souter wrote for the
unanimous court that
Congress did not intend
HMOs to be treated as fidu-
ciaries under such circum-
stances. No HMO “could sur-
vive without some incentive
connecting physician reward
with treatment rationing.”

See Pegram on page 51
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Hartford offering stock

to offset attack losses

HARTFORD, Conn.—The Hartford Fi-
nancial Services Group Inc. will seek to
raise $450 million in the capital markets to
replace the estimated $450 million reduc-
tion in shareholder equity it experienced as
a result of the World Trade Center catastro-

The move comes in response to Standard
& Poor’s Corp.'s decision to place the com-

See Updates on next page

Business interruption
claim picture cloudy

By JOANNE WOJCIK

As risk managers and their
property instrers sort through
the array of claims arising from
the Sept. 11 terrorist attacks,
business interruption coveragze
remains an unpredictable ele-
ment.

Although policyholders with
physical property damage will
likely be reimbursed for income
lost from the attacks, current
economic conditions could make
negotiations about the size of
those reimbursements conten-
tious, some coverage expecrts
say.

And businesses in New Ycrk
and Washington that suffered
income losses because authori-
ties prohibited access to their
facilities may be able to collzct
if they purchased the civil au-
thority coverage endorsement
that can be zdded to most busi-
ness income policies.

It remains to be seen, though,
whether businesses outside of
the affected areas that suffered
income losses because of gov-
ernment-ordered airport and
border closures can collect from

insurers.

“There is very little legal
precedent regarding the appli-
cation of some of the more exot-
ic coverages that could apply
here, such as interruption by
civil authority, ingress/egress,
service interruption and contin-_
gent business interruption,”

‘ PHOTO: AP!BOUDIO ONE
Darmage from the Sept. 11 terrorist attacks has resulted in massive business
interruption losses, but the issue of insurance coverage remains unsettied.

said John Dempsey, managing
partner of Myers & Co. L.L.P.,
an accounting firm in Wilton,
Conn., that specializes in the
preparation of business inter-

ruption claims.
The civil authority endorse-
ment pays for income lost when
See Interrupted on page 49

Insurers outline pool ideas

Proposals all stress need but differ on details

By MARK A. HOFMANN

NEW YOEK—Government of-
ficials can pick from an array of
insurance industry proposals for
a federally backed terrorism
reinsurance pool if and when
they decide to tackle the isste.

By the end of last week, prop-
erty/casualty trade groups had
drafted four proposals for such
a facility. Despite differences in
the details—and the indusiry’s
record of division on such issues
as Superfund liability reform—
industry leaders predict that
this time, insurers eventually
will speak with one voice.

Industry executives broached

the idea before the House Fi-
nancial Services Committee late
last month after having met
with Bush administration offi-
cials (BI, Oct. 1). No legislation
that would make the federal
government the reinsurer of last
resort for terrorist claims has
been introduced in either cham-
ber yet.

All four proposals emphasize
the role of the private market
and voluntary participation in

any pool, and most of the pro- .

posals contain a sunset provi-
sion under which the pool
would end once private reinsur-
ance for terrorism became avail-
able or the threat of terrorism

had greatly diminished. All four
plans have the federal govern-
ment stepping in as the reinsur-
er of last resort. But they differ
elsewhere.

The American Insurance
Assn.'s plan, for example, calls
for a federal program to under-
write war risks, while the Na-
tional Assn. of Independent In-
surers wants federal reinsur-
ance backing for certain natural
catastrophes. Both the AIA and
the Reinsurance Assn. of Ameri-
ca call for the pools to operate
as federally regulated mutual
insurers, while the Alliance of
American Insurers wants a sim-

See Pool on page 50
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pany’s rating on CreditWatch with nega-
tive implications following the Sept. 11
disaster. S&P said its concerns were based
on the level of Hartford’s capital. In 2000,
Hartford had $7.46 billion in shareholder
equity. “These funds are being raised sole-
ly to maintain our strong capital protec-
tion levels, as reflected in our AA financial
strength ratings,” Hartford Chief Financial
Officer David Johnson said in a statement.
A Hartford spokeswoman said the addi-
tional capital would also be used to grow
the company’s business amid the current
hardening insurance market.

> ASBESTOS CLAIMS FORCE BANKRUPTCY
Mounting asbestos liabilities have forced auto
parts maker Federal-Mogul Corp. to file for vol-
untary bankruptecy protection. Last week’s
Chapter 11 filing was part of a restructuring
plan that will allow Federal-Mogul to continue
payments to asbestos claimants while maintain-
ing its business operations, the company said in
a written statement. “Today’s action provides a
means for effectively separating our company’s
acquired asbestos liabilities from our true oper-
ating potential, thus paving the way for Federal-
Mogul to emerge from the reorganization pro-
cess as a stronger, more competitive enterprise,”
Frank Macher, chief executive officer of the
Southfield, Mich.-based company, said in the
staterment.

Rescue workers unload debris recovered
from the crashed Sibir Airlines jet.

P> RUSSIAN AIR CRASH The crash of a Sibir
Airlines jet into the Black Sea last week, kiiling
all 78 passengers and crew, is not expected to
be a significant loss for the commercial avia-
tion insurance market, according to macket
sources. A Russian insurer led the aicline’s
coverage, and American International Group
Inc. led the program’s reinsurance placement.
Willis Group Holdings Ltd. in London placed
the coverage. Coverage details were sketchy,
but market sources say the airline purchases
much lower liability limits than Western air-
lines do. Western airlines typically purchase
between $1.5 billion and $2 billion of limits.
The value of the Tupolev TU-154’s hull was
$233,000, a source said, The plane was en
route from Israel to Siberia when it plunged
into the Black Sea. Authorities are investigat-
ing possible causes of the crash, including wer-
rorism and an errant Ukrainian military mis-
sile. The airline likely would not be cove-ed
under either scenario, sources said.

> COBRA PAYMENTS States would pay up to
75% of COBRA health care continuation pre-
miums for laid-off workers under a “back to
work relief” package unveiled last week by -he
Bush administration. Under the package, states
would be eligible for a total of $3 billion in
emergency federal grants by certifying that the
terrorist attacks of Sept. 11 contributed to a ma-
jor plant closure, mass layoff or multiple layofs.

Grants could be used by the states to pay up to
75% of COBRA health care premiums for up to
10 months for laid-off workers. The grants
would be available for 18 months. The federal
subsidies would be a boon to laid-off workers,
who now have to pay the full cost of COBRA
premiums, which, for family coverage, can easi-
ly exceed $600 per month. Employers can
charge eligible beneficiaries premiums equal to
102% of the group rate for active emplovees.
Because of the high cost of COBRA premiums,
only about 20% of eligible beneficiaries actually
opt for coverage. COBRA—short for the Con-
solidated Omnibus Budget Reconciliation Act of
1985—allows workers who lose their group
health care coverage because they quit or are let
go from their jobs to continue coverage for 18
months,

P> LATEX AWARD A jury in Philadelphia has
awarded a dental hygienist $842,000 for her al-
lergic reaction to latex gloves. Late last month,
all eight jurors in the state court case agreed that
the glove maker, Safeskin Corp., should pay
Kathy Falcone for its failure to properly warn
her of the potential impact of its gloves on latex
allergy sufferers. The total award is $1.2 million
after prejudgment interest is added, said Howell
Rosenberg, a partner at Philadelphia law firm
Brooxman, Rosenberg, Brown
& Sancler, who represents Ms.
Falcone. Ms. Falcone was diag-
nosed with a latex allergy in
1994. Upon her doctor’s ad-
vice, she switched to gloves
made by San Diego-based
Safeskin that were marketed
as being hypoallergenic. In
fact, the gloves sull con-
tained latex proteins that
aggravated Ms. Fal-
cone’s allergy and made
her ill, according to court
papers. She brought suit in
1996 against a variety of de-
fendants, including several
glove makers. All defendants but Safeskin were
either dismissed from the case or settled prior to
trial. Safeskin is owned by Kimberly-Clark
Corp. in Dallas.

> HEARTBURN DRUG AWARD Johnson & John-
son is seeking to overturn a $100 million jury
award to plaintiffs who claim they were injured
by the company’s heartburn drug Propulsid.
The state court jury in Port Gibson, Miss., late
last month awarded the compensatory damages
to 10 plaintiffs who allege they suffered heart
problems and other ailments after taking
Propulsid before the drug was recalled last year.
The case was the first related to Propulsid to go
to trial. A spokesman for New Brunswick, N.].-
based Johnson & Johnson said approximately
200 other cases have been filed. Judge Lamar
Pickard, who presided in the trial, decided that
punitive damages were not warranted. Johnson
& Johnson will appeal if Judge Pickard refuses
to overturn the compensatory award, the
spokesman said. The company would not com-
ment on insurance coverage that might be avail-
able to pay a potential award.

P> DISCRIMINATION CASE IN COURT The Supreme
Court has agreed to hear the appeal of a former
reinsurance company executive who claims that
he suffered job discrimination because of his age
and national origin. At issue in Akos
Swierkiewicz vs. Sorema N.A. is whether Akos
Swierkiewicz, a former senior vp and chief un-
derwriting officer at the U.S. unit of Paris-based
Sorema S.A., provided sufficient evidence of dis-
crimination to pursue a claim. Mr
Swierkiewicz, a U.S. citizen born in Hungary,
claimed that his rights under both Title VII of
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the Civil Rights Act of 1964 and the Age Dis-
crimination in Employment Act were violated
when his employer transferred most of his un-
derwriting duties to a younger French national
in 1995. According to a March 12, 2001, sum-
mary order issued by a three-judge panel of the
2nd U.S. Circuit Court of Appeals in New York, *
Mr. Swierkiewicz said he was isolated and ex-
cluded from decisions and meetings and “denied
the opportunity to reach his true potential” at
Sorema from 1995-97. Mr. Swierkiewicz out-
lined his grievances in a 1997 memo and re-
quested a “suitable severance package.” The
company responded that he could either quit
without a package or be fired. When Mr.
Swierkiewicz refused to resign, Sorema fired
him. The trial court ruled in favor of Sorema,
which has since been taken over by SCOR S.A.,
holding that there was insufficient evidence to
prove employment discrimination, and the rul-
ing was upheld on appeal. Mr. Swierkiewicz ap-
pealed to the Supreme Court, arguing that the
lower courts were holding him to too high a re-
quirement for pleading his case. No date has
been set for arguments.

> BRIEFLY NOTED Property/casualty insurance
rates increased by 11%-13% in September, ac-
cording to a survey by MarketScout, an Inter-
net-based distribution channel for insurers and
agents. The increase in rates does not yet reflect
the impact of losses from the Sept. 11 terrorist
attacks, according to Richard Kerr, chairman
and chief execurive officer of MarketScout.
Mr. Kerr said MarketScout expects to see the
full impact in early 2002, after the Jan. 1 rein-
surance treaty renewals....The Pension Benefit
Guaranty Corp. will waive penalties through
Feb. 12, 2002, for pension termination insur-
ance premiums with due dates between Sept.
11, 2001, and Feb. 12, 2002, if the plan ad-
ministrator is located in areas affected by the
Sept. 11 terrorist attacks or if the administrator
cannot obtain needed information from other
firms whose operations were affected. The de-
tails of the PBGC’s relief will be published in
the Oct. 11 Federal Register....Workers over
65 years of age have the highest fatality rate of
all age groups, according to a report issued this
week by the National Institute for Occupation-
al Safety and Health. The report also said that
the annual number of fatal job injuries among
all workers decreased by about 28% between
1980 and 1995....Aema Inc. has named Alan
M. Bennett as senior vp and chief financial offi-
cer in Hartford, Conn. Mr. Bennett, who
joined the insurer in 19935, had served as inter-
im CFO since April....John ]. Byrne, chairman
of White Mountains Insurance Group and
OneBeacon Insurance Group, has been named
Insurance Leader of the Year by the School of
Risk Management, Insurance & Actuarial Sci-
ence at St. John’s University, which was for-
merly known as The College of Insurance. Mr.
Byrne has held several senior positions in the
insurance industry and was widely recognized
for leading the turnaround of personal lines in-
surer GEICO Corp. He will be honored at a
dinner in New York in January 2002....In re-
sponse to last month’s terrorist attacks, the
Risk & Insurance Management Society Inc.-is
adding several sessions on terrorism, disaster
recovery and business interruption to its 2002
annual conference, to be held April 14-18 in
New Orleans. Additional information is avail-
able at wrow.rims.org....The New York Insur-
ance Department has created an antifraud task
force to look into allegations of insurance
fraud stemming from the Sept. 11 terrorist at-
tack on the World Trade Center. Under the
plan, a special investigator from the depart-
ment will examine insurers’ reports of suspect-
ed fraud. Insurers have not yet reported any

fraud. E

P> To get breaking news as it occurs, visit
Business Insurance’s free online Updates, at
www. busingssinsurance.com. All of the material
in the Updates column, as well as other content in
this wesk's issus, is penerated from daily naws
postings that appeared on the Web site in the
previous week.



Road ends for Reliance

WTC disruption speeds insurer’s entry into liquidation

By DOUGLAS McLEOD

HARRISBURG, Pa.—The
widening impact of the terrorist
attack on the World Trade Cen-
ter now includes hastening the
slide of Reliance Insurance Co.
into liguidation.

The Pennsylvania Insurance
Department last week gave up
on its four-month effort to reha-
bilitate Reliance, placing the in-
surer in liquidation after con-
cluding that it was insolvent by
$1.05 billion as of last March 31
and will run out of cash to pay
claims before the end of this
year.

Among the factors triggering
the liquidation, Pennsylvania
regulators cited a further slow-
down in reinsurance collections,

the insurer’s main source of
cash, since the Sept. 11 catas-
trophe. Reliance brokers Aon
Corp. and Marsh & McLennan
Cos. Inc. had offices in the
Trade Center towers.

“The company has experi-
enced a liquidity problem by a
slowdown in payments due from
its reinsurers,” Pennsylvania In-
surance Commissioner Diane
Koken said in a statement.
“This was exacerbated by recent
events at the World Trade Cen-
ter that have made collections
more difficult.”

“Reinsurance collections since
Sept. 11 have slowed up sub-
stantially,” agreed Dale
Stephenson, president of the In-
dianapolis-based National Con-
ference of Insurance Guaranty

Funds. Mr. Stephenson said he
had expected Reliance to be lig-
uidated eventually but was sur-
prised by the speed with which
the liquidation followed the ter-
rorist attack,

The liquidation order triggers

_coverage of Reliance claims by

state guaranty funds, which Mr.
Stephenson said will be easily
able to handle the losses. Re-
liance will pay roughly $2 bil-
lion in claims in 2001 and “sub-
stantially less” next year, the
NCIGF estimated. While saying
that he has not yet projected the
guaranty funds’ exposure to the
ongoing claims, Mr. Stephenson
noted the funds collectively can
assess insurers up to $4 billion a
year. .
See Reliance on page 50

Tropical Storm Allison cut
swath of commercial losses

Business Insurance, Octoher 8, 2001 /3
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Airlines and airports, some of which have recently renewed their cov-
erage, are seeing severe rate increases following the terrorist attacks.

Airlines, airports
starting to see
sharp rate hikes

By DAVE LENCKUS airlines for the additional

By MICHAEL BRADFORD

Commercial property owners are hoping they
never see another Tropical Storm Allison.

As claims have mounted since the June 2001
storm drenched Houston then moved along the
Gulf Coast and northward, it has become appar-
ent that commercial property took a bigger hit
than usual from storm-related flooding. While
there were far fewer commercial claims than other
expensive storms have generated, the severity of
the claims from Allison were much greater.

The Property Claims Services unit of the Insur-
ance Services Office Inc. estimates that insured
losses from Allison will total $2.5 billion. Of that,
15,000 commercial property claims from six states
are expected to amount to $1.8 billion. The storm
generated 202,000 claims on homeowners and au-
tomobile policies.

In comparison, Hurricane Floyd, which swept
through Florida, the Carolinas and the Northeast
with heavy flooding in 1999, generated 75,000
commercial claims—60,000 more than Allison.
But those claims added up to $1.2 billion, $600
million less than Allison’s commercial property
toll. In 1998, Hurricane Georges pounded the
Caribbean, parts of Florida and the southeastern
United States. Commercial property damage
reached $1.9 billion, but it took 70,000 more
claims than the number generated by Allison to
reach that amount.

The severity of commercial property damage in
Houston from Tropical Storm Allison was “very

PHOTO: APAWIDE WORLD
Texas Gov. Rick Perry surveys severe flooding in
Houston caused by Tropical Storm Allison.

unusual,” said John Hinz, general manager in the
Houston office of GAB Robins N.A. Inc. Tropical
storms that hit the area in recent vears have not
produced nearly the same losses as Allison, he
said, mainly because they moved more quickly.
“Most tropical weather moves through in 24-36

hours."”
Allison, however, stuck around for four days to
drench the Houston area with more than 35 inches
See Allison on page 47

Ceommercial airlines are be-
ginning to feel the hull and
liability insurance cost reper-
cussions from the Sept. 11
terrorist atiacks, while U.S.
airports continue to operate
without terrorism liability
coverage as brokers work on
pulling together a new mar-
ket for that risk.

Based on the Oct. 1 re-
newals of a few major U.S.
airlines, carriers that renew
their hull and liability insur-
ance through year end can
expect rate or premium hikes
of up to 500%, according to
commercial aviation insur-
ance market sources. That es-
timate includes the new sur-
charge for primary limits for
terrorism liability coverage
but not the cost of excess ter-
TOrism coverage.

How much of the insurance
cost increase that airlines
will have to shoulder this
year is unclear, however. Un-
der the airline rescue law
that President Bush signed
on Sept. 22, the U.S. secre-
tary of transportation is au-
thorized to reimburse U.S.

cost of their coverage
through Oct. 1, 2002.

But airlines can expect a
hard insurance market over
the next couple of years at
least, market sources said.

Meanwhile, airports—
which did not receive any of
the insurance cost or liability
relief that air carriers won
under the airline rescue
law—Ilast week were balking
at the cost increases they face
for replacement primary lim-
its for terrorism liability cov-
erage. That may delay the de-
velopment of a new excess
market for that risk by at
least a week and maybe as
long as three weeks, market
sources said.

Trade group Airports
Council International-North
America in Washington also
has been lobbying Congress
for airport assistance similar
to that which the federal gov-
ernment has agreed to provide
airlines. But those efforts have
been getting “no traction” on
Capitol Hill, an ACI spokesman
said.

Before the Sept. 11 terrorist

See Aviation on page 50

Marine insurance premiums
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Attacks’ effects spill over into market

Surge in marine rates forecast

By EDWIN UNSWORTH

GENOA, Italy—Marine insurers meeting last
month in Italy said that it was too soon to deter-
mine their exposure to the Sept. 11 terrorist at-
tacks in the United States but that they expect the
tragedy will change their market forever.

At the annual conference of the International
Union of Marine

have not seen before and will alter the very way
we do business.”

This blow comes at a time when the marine mar-
ket is already dealing with an increasing demand
for marine insurance products and services as a
result of continuing “globalization and the rapid
growth in world trade,” said Mr. DeSimone, who
is also the New York-based president of global

marine for The

Insurance in
Genoa, Italy,
IUMI President |7
Richard DeSi-
mone, speaking via
video from New York,
told delegates: “The
impact to the insurance
industry will be of a
magnitude that we

IHGENOVAA

Hull market facing capacity cuts page 41
2000 premium volume declines page 42
Cargo rates remain low page 43

St. Paul Fire &
Marine Insurance

These changes
in the market, combined
with an expected con-
traction in reinsurance
capacity following the
terrorist attacks, will al-

See Marine on page 41
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Rule change beneficial to Medicare HMOs

By JERRY GEISEL

WASHINGTON—Federal regu-
lators are giving Medicare health
maintenance organizations the
green light to customize health
plans for individual employers.

Responding to requests from the
managed care industry, the Centers
for Medicare & Medicaid Services
have eliminated longstanding rules
that made it difficult, if not impos-
sible, for Medicare HMOs to design
customized plans for employers.

Previously, a Medicare HMO—
now known as a Medicare + Choice
plan—could, in general, offer a
benefit design to an employer only
if it also offered that same design to

all Medicare-eligible individuals in
that same service area for purchase
on a personal-lines basis.

If, for example, a Medicare HMO
were to contract with 50 employers
in a service area to offer coverage to
their Medicare-eligible retirees and
each employer were to choose a
somewhat different design, the
HMO would have to offer all 50 de-
signs to each retiree considering the
purchase of coverage on an individ-
ual basis in that same service area.

“If you offer a lot of plans with
low enrollment, that is not very ef-
ficient,” said Mark White, a consul-
tant with Watson Wyatt World-
wide in Washington.

But under new waivers recently

approved by the CMS—formerly
known as the Health Care Fi-
nancing Administration—Medi-
care HMOs are free to offer em-
ployer-specific designs.

Consequently, a Medicare HMO
could coffer an employer a cus-
tomizec. plan—for example, one
with unlimited prescription cover-
age and a $10 copayment—but
need offer only its standard plan—
such as one with a $500 prescrip-
tion berefit and a $5 copayment—
to retirses in the personal-lines
market in that service area.

“This is a significant change. An
HMO can design an employer-spe-
cific plan,” said Kathleen Mahieu,
a consultant in the Rowayton,

Conn., office of Hewitt Associates
LIC:

In addition, a Medicare HMO
will be allowed to offer a plan to an
employer with retirees in any part
of a state provided that it offers
personal-lines coverage to retirees
in at least one county in that state.

Previously, the service areas for
group and individual plans had to
be the same. That requirement
caused problems for HMOs, be-
cause there may have been service
areas in a state for which they did
not want to offer plans to individu-
al retirees due to the low payment
rates provided by the government
in those areas. Payment rates are
set on a county-by-county basis.

Then expanded into

For more information call 973-301-3659 or visit us at
www.atlanticmutual.com/international ¢ 140 Broadway NY, NY 10005
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Now, though, the existence of
low-payment counties in a state
might not deter an HMO from of-
fering its plan to an employer if
large numbers of that employer’s
retirees were concentrated in coun-
ties with high payment rates and
relatively few were located in low-
payment counties.

These changes, officially known
as waivers, were made in August,
but federal regulators have only
now begun to publicize them. The
waivers are permitted under a fed-
eral law enacted late last year that
gives regulators the authority to
modify or eliminate requirements
that hinder the design or offering of
Medicare + Choice plans to em-
ployers.

HMOs welcomed the changes,
saying the waivers give them more
freedom to design plans to meet
specific employer needs.

“There has been a lot of interest
by employers and by plans to have
more flexibility in the offering of
benefits,” said Candace Schaller,
vp-regulatory affairs for the Amer-
ican Assn. of Health Plans, a man-
aged care trade group in Washing-
ton.

‘Employers have

very specific ideas of
what they want a
plan to offer and |
what they don’t.”

— Jonathan Nemeth
. |
Aon Consulting

“Employers have very specific
ideas of what they want a plan to
offer and what they don't,” said
Jonathan Nemeth, a senior vp with
Aon Consulting in Somerset, N.J.

The waivers come at a time when
the Medicare + Choice program has
been in decline. Enrollment has
fallen since 1999 by about 700,000
to 5.6 million. HMOs have pulled
out of dozens of counties arounc
the country due to what they saj
are inadequate payment rates.

Under the Medicare + Choice
program, HMOs agree to provide ai
least the basic Medicare benefil
package for a fixed governmen!
payment for each retiree who en-
rolls, choosing to opt out of the tra-
ditional Medicare program. Typi-
cally, the plans offer much-riches
benefits than does Medicare in or-
der to attract retirees.

The appeal of the plans to em-
ployers is cost savings. It may b«
less expensive for employers to pas
the premiums charged by the Medi-
care HMOs than to provide retiree:
with coverage under their owr
plans to supplement Medicare.

But the Medicare + Choice pro-
gram continues to be hampered b;
the pullout of HMOs. Indeed, bene
fits experts say, the waivers provid
ed by CMS ultimately will have t
be accompanied by greater govern:
ment funding in order to have a sig
nificant impact.

“This is very welcome, but—ir
the absence of better funding—it i
not as big a deal as it could be,
said Kevin McCarthy, a senior con
sultant with Towers Perrin in Pitts

burgh. E
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Feds explore artificial butter, lung disease link

ATLANTA—The National In- Now NIOSH wants to know
stitute for Occupational Safety  whether workers at other plants
and Health is investigating that produce i
whether there is a link between crowave popcorn
vapors from artificial butter fla- have suffered
in-

voring and a severe lung disease  similar
suffered by workers in the mi-  juries.
crowave popcorn processing in- The dis-
dustry. ease is well

NIOSH, a unit of the Atlanta- known to
based Centers for Disease Con-  transplant
trol and Prevention, last year surgeons,
began investigating the poten- because

tial link when several young long-term com-

employees at a Missouri pro- plication

cessing plant developed the dis- times develops in the

abling disease known as bron- recipients of lung and bone
chiolitis obliterans, according to  marrow transplants, according
to NIOSH. But it is rare to find

the federal agency.

the disease in a cluster of work- workers at a Glister-Mary Lee

Corp. popcorn plant in Jasper,

Meanwhile, the law firm Mo., claims the flavoring con-
Humphrey, Farrington, tains a chemical that made the

McClain & Edgar P.C. workers ill. The suit, filed in
of Independence, state court in Joplin, Mo., seeks
Mo., has filed a medical costs and damages.
lawsuit against Glister-Mary Lee is not named
New York- in the lawsuit, but employees at
based Interna- its Missouri plant have filed
tional Flavors & workers compensation claims
Fragrance Inc. related to inhaling the vapors,
IFF manufac- said Kenneth B. McClain, a
tures the ar- partner at Humphrey, Farring-
tificial but-  ton. ;
ter flavor- Representatives for IFF and

Q;I:F ‘a% ing. The Glister-Mary Lee could not be
=

lawsuit, filed reached.
on behalf of —By Roberto Ceniceros

So you think you know
Aetna Group Life?

Before you answer, here are a few numbers

to consider:

0 The number of exclusions in our basic term
life plan. We have a long history in doing
what's right for our plan members.

1 Nearly one billion is the amount paid out in
Group Life and AD&D claims last year alone
to help protect and secure the future of over
70,000 loved ones.

9-2 Million. The number of employees we cover

with group life and AD&D insurance. That’s
more people than the entire cities of LA,
Chicago, Boston, San Francisco, Miami,
Denver, and Atlanta combined!

148 The number of years people have been

protected by Aetna Life Insurance Company.

Now,
what do
you think?

LONG TERM CARE/_ DISABILITY/  LIFE

Think Strength - Think Aetna

Underwritten/administered by Avtna Life [nsurance Company

Raytheon
to offer
health
care
accounts

LEXINGTON, Mass.—Defense
contractor Raytheon Co. has become
one of a handful of employers to of-
fer a consumer-driven health bene-
fits program to its employees. :

Starting in January 2002, Lexing-
ton, Mass.-based Raytheon will offer
its approximately 26,000 employees
in Texas and Arizona a so-called de-
fined contribution-style health ben-
efits plan.

The program, which will be man-
aged by Minneapolis-based Definity
Health, is designed to give employ-
ees greater freedom to choose the
doctors and types of care they want.
Employees also will receive infor-
mation on wellness, prevention and
treatment, as well as data on pricing
and the quality of local health care
services.

Under the plan, employees choose
their health care services and pay for
them out of individual Personal
Care Accounts, which are funded by
employers at a set amount each year.
Funds remaining in the account at:
the end of the year are rolled over for
use in subsequent years. If an em--
ployee’s annual health care costs ex-
ceed the funds in the Personal Care'
Account, alternative health cover-'
age is provided once a deductible is
met.

The size of the accounts for the
Raytheon employees who choose the
Definity Health option will vary de-
pending on regional health care
costs, in order to keep per-employee
costs consistent across the company,
a Raytheon spokeswoman said.

Raytheon will continue to offer
employees its other health plan op-
tions, including a point-of-service
plan and a health maintenance or-
genization. In addition, starting next
year Raytheon will offer a preferred
provider organization option, the
spokeswoman said.

Other employers using the Defini-
ty Health plan include Aon Corp. of
Chicago; Ridgeview Medical Center
of Wackonia, Minn.; and the Uni-
versity of Minnesota.

— By Joanne Wojcik

Ennors & OMISSIONS

® The information in an Oct. 1
chart, “Equity Takes a Hit,” il-
lustrates the relative size of the
losses from the Sept. 11 terrorist
attacks for the companies af-
fected and was not intended to
suggest actual reductions of
shareholders’ equity.

® A Sept. 24 story on life in-
surers’ Sept. 11 losses misstated
two insurers’ estimated losses as
a percentage of assets. MetLife
Inc.’s estimated $250 million to
$300 million in losses equal
about 0.1% of its $255 billion in
assets, while Hartford Life's $30
million in estimated losses are
equal to about 0.0167% of its
roughly $180 billion in assets.
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Medicare option worth saving |

F THERE EVER WAS a federal initiative in
need of a congressional overhaul, it is Medi-
care+Choice.

Just a few years ago, this program in which
health maintenance organizations contract to de-
liver Medicare coverage was viewed as a winning
proposition for the government, managed care
plans, retirees and, in many cases, employers. But
today virtually none of these stakeholders is satis-
fied with the programs. Federal lawmakers need
to step in and fix the problems that led to this sor-
ry situation, because a benefit with such wide ap-
peal is worth saving,

The mechanics of Medicare+Choice are simple:
Health plans, in exchange for a fixed payment
from the government, agree to provide at least the
level of benefits offered by the traditional fee-for-
service Medicare program. These payments are
supposed to be slightly less than what the federal
government estimates it would cost Medicare to
provide the coverage, resulting in cost savings for
the government. -

Because the payments are based on Medicare's
costs, managed care plans often have been able to

LerTERs

trim expenses, provide retirees with a much richer
benefit package than Medicare offers and still
earn a profit.

For employers, Medicare HMOs provided a way
to reduce retiree health care costs. Many employ-
ers found that the cost of offering a Medicare
HMO, even after paying premiums, was consider-
ably less than what they were spending on retiree
indemnity benefits that supplemented Medicare.

For retirees, the opportunity to receive a richer
benefit package than traditional Medicare at little
or no cost drove them en masse out of the tradi-
tional Medicare program and into Medicare
HMOs. Between 1996 and 1999, Medicare HMO
enrollment increased nearly 50% to 6.3 million.

Since 1999, though, the program’s attractiveness

~ has rapidly declined in several of its stakeholders’

eyes. The government bécame much more tight-
fisted about payments to Medicare HMOs, limit-
ing their annual rate increases for several years to
2% and currently to 3%. That cap came just as
HMOs’ expenses began to soar due to rising pre-
scription drug costs and higher provider fees.
Unable to earn the profit they had expected,

Overcoming online E&S hurdles

To the editor: In regard to your Sept. 10 article, “Online E&S
Services Generally Not Clicking,” the principal reason real-
time online quoting is not readily available in the excess and
surplus lines market is that many of the initial participants in
the effort acted merely as a referral mechanism to the insurers
and failed to add value.

The focus should be to begin with the lines of coverage that
most closely mirror standard lines. There are firms that spe-
cialize in rating, quoting, binding and issuing E&S placements.
In order to achieve real-time connectivity, a front-end system
must be created that would contain all of the underwriting ele-
ments necessary to connect with the back-end rating, quoting,
binding and issuance software now available.

Most insurers have not been willing participants. Coverage-
Connect has been working with E&S brokers and other tech-

Business

Insurance,

nology providers to create this front-end platform for the
wholesale community. The easiest way to begin the task is to
work with the larger wholesalers that are true managing gen-
eral agencies for package, general liability and property lines
business.

But these wholesalers must first understand the concept and
see how the technology could save them money and allow
them to place additional business. Wholesalers must become
advocates of the techmological possibilities, then lean on their
respective insurer partners to make them a reality.

It can be done.

Charles L. Ruoff Jr.
Executive Vp
CoverageConnect
New York

www.businessinsurance.com
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HMOs in droves have exited the Medicare+Choice
program, leaving hundreds of thousands of en-
rollees scrambling for replacement coverage. In
many cases, enrollees have been forced back into
the traditional Medicare program because HMOs
no longer offer Medicare coverage in their areas,

This decline is regrettable. Although there is no
magic cure for high health care costs, HMOs still
can deliver better benefits to retirees at a lower
expense compared to Medicare, which is an old-
fashioned traditional indemnity plan.

Clearly, Congress needs to take another look at
Medicare+Choice payment rates and boost them
where appropriate. In certain locations, for exam-
ple, medical expenses are far outstripping the
government’s cap on reimbursement increases.

The alternative to fixing Medicare+Choice is a
continuing exodus of HMOs from the program.

Until legislators take action, we applaud federal
regulators for doing what they can to get rid of
roadblocks in the way o2 Medicare HMOs offering
plans directly to employers and their retirees. As
we report this week, HMOs now can design cus-
tom plans for employers and can offer plans to
employers in areas wherz they do not provide cov-
erage te individual retirees. These are welcome
changes and will mean even more if Congress
takes action to breathe new life into this pro-
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SPOTLIGHT

Spotlight Editor: Sally Roberts

Internet liahility moving

to stand-alone policies

Insurers excluding risks from traditional policies

By JUDY GREENWALD

isk managers who want cover-
age for their Internet-related
risks will find an array of in-
surers willing to write stand-
alone policies for such expo-
sures.

And they may also find that the stand-
alone coverage is their only recourse, as
an increasing number of insurers exclude
such risks from their traditional policies,
and the Insurance Services Office Inc.
moves to add limiting endorsements ap-
plicable to electronic data in commercial
general liability and property polices.

Spoflgt on
E-COMMmEaTee

Observers say the situation is similar to
the development of the markets for em-
ployment practices liability, directors
and officers, and environmental impair-
ment liability, where coverage also was
excluded from standard policies and then
separate policies were developed.

“I think the e-business coverage is get-
ting better and more defined,” said
Richard Ryan, director of risk manage-
ment for San Mateo, Calif.-based
Franklin Templeton Investments.

Risk managers at so-called “bricks and
mortar” companies may find themselves
somewhat torn, though, as to whether to
buy the coverage. A soft economy and a

hard markel make tt.e prospect of addi-
tional premiams pert:cularly ur.welcome.

But anxiety about dctential Habilities,
which has increased since the Sept. 11
terrorist attacks, is likely to make the
coverage -nore appealing, say observers.

Several insurers offer a variety of poli-
cies as part of their Internet risk pro-
grams, and risk managers can put togeth-
er a suitable program by assembling an
insurer’s policies on a modular basis.
This may consist of buying a basic policy
offering Internet l:ability coverage and
adding complementary policies that pro-
vide coverage in arzas such as extortion,
business iaterruption and crisis manage-
ment.

“A customer can customize the product
to his or ke needs,” sa:d Davic O'Neill,
vo of e-business solutions ai Zurich
North America in Ba_timore, oae of the
markets for Interne: risk insurar.ce.

“You can, a little bit, pick and choose
depending upon what your particular
business is,” said K2vin Kalinich, Chica-
go-based director o the Aon Technology
& Telecom Group, a unit of Aon Corp.

New York-based American Interna-
tional Grecuo Inc.’s netAdvantage Suite
program, Zor instance, includes policies
that offer coverage fo- Web content lia-
bility, professional errors and orissions,
network security liab:lity, cyber-extor-
tion, first-party netvwork security proper-
ty loss, and first-party network security
business interrupticn. Tke suite also in-
cludes a cyber-criminal reward fund pro-
gram, which gives policyaolders access to
a fund to pos: a reward for information
leading to a crimina:’s arrest and convic-

See Policies on page 12

00 .,Bést of the Web winners
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ervices: CareMC.com
Management: EPLselect.com

Choosing online benefit

system not free from risk

Longevity of tech vendors a concern for buyers

By JOANNE WOJCIK

t's easy to get tangled up in the web
of online benefits enrollment system
vendors, especially because many of
those that are here today may be
gone tomorrow.

Take San Diego-based xyber-NET,
for example. Business Insurance profiled
the use of xyber-NET’s interactive
HealthFare system by a California-based
fast-food company in 1997 (BI, March 3,
1997).

But, like many promising dot-coms
that later became dot-bombs, xyber-NET
dropped out of the benefit enrollment
system business. Now xyber-NET spe-
cializes in credit and warranty insurance
administration and data-warehousing
applications.

“Like others...they burned a little too
much money. So they moved on,” said
Jonathan Felt, xyber-NET’s former chief
technical officer and product manager.

But HealthFare is still around, albeit
under a different label.

Another San Diego firm, Hawthorne
Benefit Technologies Inc., purchased
HealthFare from xyber-NET in 1999 and
reintroduced it as BeneTrac. Hawthorne
also hired several xyber-NET employees,
including Mr. Felt, who now serves as vp
and general manager of Hawthorne.

Since many of today's innovative soft-
ware programs designed for benefits en-
rollment and administration are being
developed by Internet startups, it can be
difficult for a buyers to know whether
the vendor it selects will be around long
enough to service the company's busi-
ness, benefits experts say.

“Viability is going to be one of the is-
sues,” observec Michael Cornetto, senio:
consultant at Watson Wyatt Worldwide
in New Ycrk. “The problem today is.
even strong companies have gone away'
whereas otaer companies that were nof
so well off were bought by stronger com-
panies and made better.”

“There w:1l be risk. There are tremen.
dous changes :n the industry,” agreec
Denis Cort2se, a consultant in the At-
lanta office of Buck Consultants Inc
“Even the kig ccmpanies got beat up b;
the dot-com disaster.”

Because of this uncertairty, Margaret.
Ann Cole, a principal in charge of humar

Spailigitt o
EXconinelce

resource outsourcing product develop:
ment at Unifi Nezwork in Fort Lee, N.J.
advises clients to “look for establishec
companies with a lot of firancial back:
ing.”

Steer away from startups and technol
ogy companies that lack benefits out
sourcing experience, she wa-ns.

“Small pleyers are disappearing fron
the scene,” Ms. Cole said, noting tha
such firms “didn't realize how difficul
benefits are” to administer.

Unfortunately, because or.line benefit
enrollment technology is re_atively new
not every company with an attractiv

Sez Enrollment on page 1
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ANTICIPATE. THAT'S A GOOD POLICY.

At Kemper Insurance, when we anticipate what a customer needs, we draw upon hard work and experience,
creating customized solutions to meet those needs. Sure, it’s not as flashy as some other methods out there.
But done right, it has enormous benefits for our customers. With nearly 90 vears behind us, it’s safe to say we've
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tion, as well as a crisis commu-
nications management fund that
can be tapped to hire public re-
lations help.

Risk managers generally are
offered prepackaged combina-
tions from among these policies,
though they may select their
own combinations, said Ty R.
Sagalow, chief operating officer
and executive vp of AIG’s
eBusiness Risk Solutions in New
York.

About one-third of insurers
exclude first-party coverage in

their policies, another third ex-
clude third-party coverage, and
the rest exclude both, said Mr.
Kalinich.

Individual insurers usually offer
up to $15 million to $25 million in
capacity, “but you can stack car-
riers on top of each other and
achieve a lot more,” said Emily
Freeman, senior vp at Marsh Inc.
in San Francisco, who works pri-
marily with AIG, Chubb Corp.,
Lloyd'’s of London syndicates and
Zurich North America. “The
largest we have bound so far has
been $100 million, and we are at
work on something that has high-
er limits than that for a single in-
sured.”

Annual premiums can be as low
as $2,000, say observers. Typical-
ly, a $5 million policy will have a
$250,000 to $500,000 deductible,
while a $25 million policy is likely
to have a $1 million or $2 million
deductible, said Mr. Kalinich.

One of the things that makes
the issue of premiums and de-
ductibles so complicated is that
“it all depends upon the kinds of
risk, size of risk, and how much
business is done on the Internet,”
said Kae Lovaas, president of
global technology underwriting at
The St. Paul Cos. Inc. in St. Paul,
Minn.

A factor expected to spur inter-
est in the Internet risk policies is

the increasing number of insurers
who are now excluding the cover-
age from their traditional policies.
In addition, the Jersey City, N.J.-
based Insurance Services Office
in August filed an endorsement to

the standard CGL policy that says

electronic data is not tangible
property (BI, Sept. 10). ISO is
preparing a similar endorsement
for commercial property policies.
“I think that as ISO and even
some other carriers have made the
step of being very clear about
what’s not covered,” it has re-
moved ambiguity from the situa-
tion and increased the need for
risk mangers to look at their pro-
grams, including their insurance
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coverage, said Ms. Lovaas.

Michael Flanagan, managing
director at Arthur J. Gallagher &
Co. in Chicago, said: “A lot of
people have gone through this cy-
cle in EIL and EPL. They’ve wait-
ed until the concrete exclusions
have come about and said, ‘OK,
now I can do something.””

The market for stand-alone
coverage, in fact, is developing in
a fashion similar to the advent of
EPL insurance and other lines,
observers say. “Due to some very
serious concerns these insurers
have about risk and pricing and
other things, this area seems to be
evolving into a specialty area,
which demands certain under-
writers specialize” and provide!
expertise from a loss and risk con-
trol perspective, said Ms. Free-
man.

“It seems to be going more in
the direction of employment prac-
tices, rather than something that’s

.simply going to be included with-

in traditional insurance,” she
said.

“But the good news in all of this
is what we've learned in EPL,”

said Mr. Sagalow, which is that

In a hard market,
with major rate in-
creases, risk man-
agers aren’t ‘as inter-
ested in seeing an-
other policy to buy.’

— Michael Zeldes |
Kaye Tech Risk Solutions

policyholders “are better off hav-
ing dealings with an underwriter
and claims people with specific
expertise. What's happened here
is that risk managers understand.
(chief executive officers and chief
financial officers) understand.
that when it comes to cyber risk,
you must deal with an expert.”

But while risk managers may
recognize the need for this cover-
age, they may also be reluctant tc
pay for it. Given the current econ-
omy and the hard market, there is
less money available for suck
things, Mr. Sagalow said.

But “there’s also a countel
trend,” which is a growing con-
servatism about taking risks. “Be-
cause of the economy and because
of recent events, companies are
now saying, ‘We are taking toc
much risk and we need to manage
our risks more effectively,” anc
that means not only looking ai
companies that can provide loss
prevention services, but also buy-
ing insurance,” he said.

Michael Zeldes, senior vp al
Kaye Tech Risk Solutions, a divi;
sion of Kaye Insurance Associates
Inc. in New York, said, “In a harc
market, when risk managers ar¢
looking at major increases acrcst
the board, and they're not wel
versed in these different expo:
sures, they're not as interested ir
seeing another policy to buy.”

But, he added, “I think what’:
going to happen is there’s going tc
undoubtedly be some large losse:
that’ll be taken by somebody, anc

See Policies on page 1:
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Continued from page 12
that'll kind of usher in these
policies.”

To a degree, that may already
be happening. Last year, after
several major Internet compa-
nies were breached by hackers,
“that woke them up,” said Aon's
Mr. Kalinich. “Now, they're
calling us.” Computer viruses
such as Nimda, which was re-
leased last month, also will spur
interest, he said.

“I think that with any cycle of
a new product, you're always
going to have risk managers

who don’t want to be the leader,
who don't want to be out there
and be the first to buy this new
coverage. So for some, there'll
be some hesitation,” said Tracey
Vispoli, assistant vp at Chubb in
Warren, N.J.

But there are gaps in coverage
in standard policies and “I think
risk managers are starting to
wake up and realize these gaps
are clearly something they need
to address,” said Ms. Vispoli. “I
think insureds have no choice
but to look at these products,”
she said.

The World Trade Center dis-
aster is likely to have an impact
in this process as well, say ob-

servers. Mr. Sagalow said the
terrorism “had the effect of peo-
ple looking at how they look at
risk, understanding they had
risk they hadn’t really concen-
trated on before. Of course, data
backup comes to mind, mass cy-
ber events come to mind right
thereafter. And we are finding,
although it’s a terrible way for it
to happen,” this creates greater
interest in understanding differ-
ent types of risk.

This includes online risks in
particular “because, regret-
tably, that's the risk of the 21st
century. That’s the world we're
in,” he said.

Ms. Lovaas said: “I think that

the world at large is under-
standing terrorism with totally
new eyes. And while this
tragedy... has focused upon the
physical aspect of terrorism, I
don’t think it’s too terribly hard
to imagine” that the people re-
sponsible for the disaster would
also “not be beyond thinking
about cyber terrorism. I think it
will cause us to think about cy-
ber liability with a new sense of
exposure and a new apprecia-
tion, and so companies will look
at their internal practices and
also continue to look more at in-
surance.”

Risk managers should not rely
exclusively on insurance, how-
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ever, said Frank Vinik, a risk
manager at Chevy Chase, Md.-
based United Educators Recip-
rocal Risk Retention Group Inc.
“My first advice to any institu-
tion is, don’t rely on insurance
to the detriment of risk manage-
ment. Your first step really
should be prevention.”

If a risk manager does decide

to buy a stand-alone policy, he
or she should make sure that
policy is adequate, said Aon's
Mr. Kalinich.

“You can’t just plug in the
policies with the old proverbial
square peg to fit into the round
hole. It depends what the com-
panies are doing,” he said.

Enroliment

Continued from page 10
product has an established track
record, points out Terry Warren,
operations leader for Willis
North America Inc.’s benefits
practice in Nashville, Tenn.
“Because it is the Internet, you
don’t have people with 20 years’
experience,” Mr. Warren said.

With online benefit
products, ‘because it
is the Internet, you
don’t have people
with 20 years’ expe-
rience.’

— Terry Warren
Willis North America Inc.

Vivius Inc., for example, has a
software program designed to
administer the much-discussed
consumer-driven health care
model, but it has yet to sign up its
first customer. Vivius’ system es-
sentially allows users to design
personalized health plans.

Recognizing that it would be

difficult to sell employers such an.

untested system, Vivius is mar-
keting its product to insurers that
will, in turn, offer the system to
employer clients, said Dave
Teckman, president of the Min-

neapolis-based company. “We'

bring the technology to the plan
and let them private-label it.”

But even these systems, while
available free to employers, have
certain limitations, Mr. Warren
points out.

One question is whether the
system would be available for the
employer to use for its entire ben-
efits enrollment, or only with the
single insurer that offered it, he
said. “The carrier may not want
to feed data to competitors.
Maybe they'll just collect the
data and give it to employers to
send to other carriers participat-
ing in the benefit program,” Mr.
Warren said.

Such a problem was seen in
HealthFare.

“The old model was carrier-
sponsored. But that had its prob-
lems,” Mr. Felt said. In particu-
lar, the insurer sponsors didn’t
want HealthFare to give com-
petitors access to their enroll-

See Enrollment on page 16
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ment system, he explained.

To avoid that problem,
Hawthorne is marketing Bene-
Trac to brokers rather than to in-
surers, and the cost of the system
is shared by all participants in
the benefit plan transaction—the
broker, insurers and the employ-
er, Mr. Felt said.

Before beginning the search for
an online benefits enrollment
vendor, a benefits manager must
first determine exactly what he
or she wants the technology to
do, benefits experts say.

For example, will the system

perform only enrollment, or will
it also be used for back-room ad-
ministration, linking with an ex-
isting payroll system?

The answer to that question
alone can narrow the field signif-
icantly, experts say, because
many of the new vendors are sell-
ing products that perform enroll-
ment or administration only.

Another question a benefit
manager should consider is
whether the system will operate
in-house on the company’s exist-
ing intranet, or whether Internet
accessibility is needed.

If the Internet-based model is
desired, the benefit manager then
needs to determine whether all
employees have access to such a

tool. If not, it may be necessary to
install computer kiosks or to also
offer a telephone-based system.

Benefit managers also should
investigate their own existing
technology resources and deter-
mine whether their in-house sup-
port would be available to assist
with benefits administration.
This can reduce the need for on-
going system support from the
vendor, benefit experts say.

The accuracy of the employer’s
existing data also will have a
bearing on how sophisticated a
vendor must be.

“We had one client that we ran
data cleanup for three yearsin a
row,” recalled Mr. Cortese of
Buck. Each time the data was

collected from open enrollment
conducted electronically, it was
sent to the employer to be recon-
ciled with data stored in its hu-
man resource information sys-
tem.

Among the problems Mr.
Cortese cited were that “some
children were listed as sons when
they should be daughters, or an
ex-spouse was included after a
divorce.”

Another consideration is
whether the employer wants the
online enrollment system to inte-
grate with the company’s exist-
ing HRIS or payroll systems.

In such cases, a benefit manag-
er should ask a vendor what
kinds of systems its software has
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been linked to, as well as how
many times the company has set
up such arrangements, said
Willis’ Mr. Warren. “Who have
they fed the data to already?...To
how many vendors, including in-
surance companies, health plans,
life insurers, are they comfort-
able sending information?”

Furthermore, Mr. Warren said
an employer should consider
whether the company’s existing
HRIS was purchased from a
well-known national vendor, “or
is it home-grown?”

Finding a vendor can be ac-
complished by attending trade
shows, by sending out request-
for-information letters or by con-
tracting with a consultant, bro-
ker or vendor search firm.

‘Checking references
(of benefit plan ven-
dors) is underrat-
ed....Too often it's
pushed off to the
end.’

— Brian Dennen
Curcio Webb L.L.C.

“People are making a business
of doing vendor searches,” ac-
cording to Unifi's Ms. Cole.

For example, San Francisco-
based Curcio Webb L.L.C., which
has offices in several cities na-
tionwide, helps employers select
outsourcing vendors, such as on-

line benefits enrollment and ad- |

ministration software developers.
“We work with the client to
make sure all the bases are cov-
ered” before launching a search,
said Brian Dennen, a consultant
for Curcio Webb in Buffalo, N.Y.
Then, Curcio Webb conducts the
necessary due diligence and ref-
erence checks on vendors before
inviting them to bid, he said.
“Checking references is under-
rated,” he said. “Too often it's

pushed off to the end. But it's an

important step.”

If a vendor being considered
has no clients, it’s a tough situa-
tion, Mr. Dennen said.

“We generally don’'t recom-
mend a client be a guinea pig,” he
said. But, if it appears that the
vendor is a viable candidate,
Curcio Webb will ask the vendor
to put some of its fees at risk.

“The market is pretty consis-
tent in the way it prices. Howev-
er, there is demand from vendors
to get clients, and some will put
their fees at risk,” Mr. Dennen
said.

While firms like Curcio Webb

can cut through the clutter for
employers, the search is more dif-
ficult for benefit managers that

can’t afford such services or do |
not have benefit consultants that

would do the vendor screening
for them.

In such cases, the benefit man-
ager may find an insurance bro-
ker helpful.

“Talk to your broker, because
there are so many vendors out
there. We have reviewed them as
a service to our clients,” said
Willis’ Mr. Warren.
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Risk, benefit managers find Web functions helpful

By SALLY ROBERTS
and MICHAEL PRINCE

he Internet continues to

change the way risk

managers and benefit

managers do their jobs.

A few simple Internet

searches using the key

words “risk management,” “in-

surance,” “workers compensa-

tion” or “employee benefits”

will produce myriad Web sites

and electronic products and ser-
vices.

Business Insurance recently
polled risk and benefits man-
agers to find out which Web
functions—ranging from e-mail
and chat rooms to online re-
search—are making their lives
easier. Respondents were also
asked to identify any potentially
useful functions they still find
lacking in cyberspace.

While nearly all risk and ben-
efits managers would agree that
the Internet has radically
changed their work, there is lit-
tle consensus about which Web

functions are most useful to in-
surance professionals.

“T have all of my risk manage-
ment forms on our intranet Web
site, and it’s just invaluable,”
said Jeffrey W. Pettegrew, vp-
risk management and insurance
for Westaff Inc. in Walnut
Creek, Calif. Mr. Pettegrew said
that last month he was able, for
the first time, to tell staff mem-
bers located in more than 300
offices around the country that
they could discard their printed
manuals.

“E-mail is my most commonly
used Web function,” said Roger
Andrews, director of risk man-
agement in Provo, Utah, for
E.D. Bullard Co. “I use it a lot.
I'm a telecommuter, and e-mail
has allowed me to be much more
productive, especially with the
extra travel that I have done for
RIMS over the past couple of
years, " he said, referring to the
New York-based Risk & Insur-
ance Management Society Inc.,
of which he is a past president.

James E. Crockett, manager of

risks and benefits for water au-
thority Denver Water said he
most often uses the Web to look
up information about various

benefits and risk management

practices. Mr. Crockett said he
regularly researches risk and
benefits consultants, survey re-
sults and regulations issued by
the U.S. Internal Revenue Ser-
vice.

Many risk and benefit man-

agers note that the Internet has
made conducting research much
easier.
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‘I use (Internet
e-mail) a lot. I'm a
telecommuter, and
e-mail has allowed
me to be much more
productive.’

— Roger Andrews
E.D. Bullard Co.

For example, Nancy Lazgin,
director of global benefits at of-
fice supplies retailer Staples
Inc. in Framingham, Mass., said
that prior to implementing a
work/life program at Staples a
few years ago, she investigated
the topic on the Internet. In ad-
dition to finding sites hosted by
colleges that contained informa-
tion about work/life issues, Ms.
Lazgin found an AT&T Corp.
site that documented that com-
pany’s implementation of its
own work/life program.

|

“It was absolutely super on

details about telecommuting,”
Ms. Lazgin said.

For many risk and benefits
managers, it is the Web sites es-
tablished by their own insurers
that offer them the most.

Charlene Edwards, vp-em-
ployee benefits at Lend Lease

Real Estate Investments Inc. in

Atlanta, noted, for example,
that she finds the Web site of '
her health insurer, Minneapolis-
based UnitedHealthcare, to be
particularly valuable. The site
provides up-to-date information
about providers in the United-

UnitedHealthcare }

Healthcare network, lists drugs
in its formulary and permits
employees to track their claims, -
Ms. Edwards said. In addition,
she noted, the site offers articles
on health-related topics.

Lend Lease placed a link to
the UnitedHealthcare Web site
on its own intranet site. Giving

See Functions on page 20
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Continued from page 18
employees access to the insur-
er’s site is “a great way to be-
come more and more paperless,”
Ms. Edwards said.

Staples’ Ms. Lazgin said that
when she’s looking for health
care information, she visits the
Web site of one of her compa-
ny's largest health care
providers, Blue Cross & Blue
Shield of Massachusetts.
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“It has a whole wealth of in-
formation out there that I was
surprised to see on a Web site,”
she said. In addition to informa-
tion on the BC/BS plan itself,
the site contains links to sites to
shop for vitamins, baby food
and other health-related items,
she said. Ms. Lazgin added that
the BC/BS site also has a link to
the Mayo Clinic Web site, which
maintains an online library of

articles on health topics.
Risk managers also find their
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insurers’ Web sites useful.
Lance Ewing, senior director
of insurance and loss prevention
at GES Exposition Services in
Las Vegas, for example, said
that the best Web function he
has found comes from his prop-
erty insurer, Factory Mutual In-

FM Global
surance Co., which does busi-
ness as FM Global.

Mr. Ewing said he receives an
e-mail from Johnston, R.L.-

based FM Global every morning
that keeps him informed about
approaching hurricanes and
tornadoes. Those messages en-
able him to prepare his employ-
ees located around the country
for the arrival of bad weather.

“That's been extremely help-
ful in getting information out to
my folks,” Mr. Ewing said. “It
makes my job much, much easi-
er.”

But risk and benefits man-
agers are quick to point out po-
tentially useful work-related
functions they find lacking on
the Web.

“I still think the products and
services available via the Web
that support our risk manage-
ment efforts, particularly enter-
prise risk management efforts
are pretty insignificant and un-
responsive to our needs,” said
Christopher E. Mandel, risk
manager for USAA Group in
San Antonio.

Mr. Mandel said USAA’s risk
management department is cur-
rently shifting to an enterprise
risk management approach, and
he has been reviewing software
platform products that would
support this effort. So far, he
said, he is unimpressec.

Mr. Mandel said that he is
most interested in “finding good
tools that establish and help
measure metrically some of our
performance issues relating to

traditional and enterprise risk
management issues. But those
are pretty limited or fairly nar-
row in their current design, de-
pending on the industry,” he
said.

Westaff’s Mr. Pettegrew said

I still think the
products and
services available
via the Web that
support our risk
management
efforts...are pretty
insignificant and
unresponsive to our
needs.’

— Christopher E. Mandel
USAA Group

he would like injured workers to
have online access to informa-
tion about their workers com-
pensation benefits. “Employees
don’t understand it, and half the
time they go to lawyers” if they
get injured on the jcb, Mr. Pet-
tegrew said. “There is no uni-

form way of getting that infor-
mation to people.”

Mr. Pettegrew said he would
like to find a workers comp Web
product that would permit
employees to access, using
passwords, a variety of disabili-
ty and medical information and
to get answers to their ques-
tions.

Mr. Pettegrew said he also
would like to see a Web-based
system that would permit him to
track and monitor workplace
ergonomics concerns, “I've
looked all over the Web (for
such a product), but, so far, I
haven’t seen what I'm looking
for,” he said. .

Ms. Edwards of Lend Lease
Real Estate said the Web lacks
any site that compiles surveys
about which benefits employers
are offering to their employees.

She said that she would like to
see a site that organizes its em-
ployee benefits data by the size
of the employer, type of indus-
try and geographic region. Ms.
Edwards said that having access
to information such as the aver-
age level of employee copay-
ments for health care coverage
and the average percentage of
company matching for 401(k)
plans would help her in design-
ing Lend Lease’s own benefits
programs.

“That would be the biggest
help to me,” she said.
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11 judges select Best of the Weh award winners

he Best of the Web competition

was created in 2001 by Business

Insurance to recognize and pro-

mote excellence in Internet-

based services for corporate risk

and employee benefits execu-
tives.

Web sites designed primarily—though
not necessarily exclusively—for the buy-
er of commercial insurance services were
invited to submit their sites for consider-
ation. To be considered, entries were re-
quired to be freestanding sites on
the World Wide Web, not
private intranets or
Web-enabled software.

A panel of 11 inde-
pendent judges re-
viewed and scored en-
tries, judging such ele-
ments as functionality,
interactivity, design, in-
novation and relevance to the
buyer of commercial insurance
services.

The judges for the 2001
Best of the Web compe-
tition were:

® David P. Duden, national RMIS prac-
tice leader for Deloitte & Touche L.L.P.
in Hartford, Conn.

® Chris Duncan, director-risk manage-
ment for Delta Air Lines in Atlanta and a
member of the Risk & Insurance Manage-
ment Society Inc.’s Technology Commit-
tee. :

® Jenny P. Emery, global e-business

J.a; i

i?‘::

¢

leader for Tillinghast-Towers Perrin in
Weatogue, Conn.

@ Kevin Hoskinson, director-risk man-
agement for Sun Microsystems Inc. in
Broomfield, Colo., and a member of the
RIMS Technology Committee.

@ Richard Kerr, chairman and chief ex-

2001

utive officer of MarketScout.com in Dal-
las.

® Linda Lamel, chief executive officer
of Claims On Line Inc. in New York.

® Michael Pikelny, corporate actuary
and employee benefits consultant at
Hartmarx Corp. in Chicago.

® Sheryl A. Pixler, risk manager for
Storage Technology Corp. in Louisville,

The novice tells you,

“Don'’t look down.”

Colo.
® Steven Tippins, professor of risk
management and insurance for the Wal-
ter E. Heller College of Business at Roo-
sevelt University in Schaumburg, I11.
® Bruce Walton, senior consultant in
the HR Technologies Practice of Watson
Wyatt Worldwide in San Diego.
® Christi Rager Wise, a principal with
Hewitt Associates L.L.C. in Lincolnshire,
Ill.,, and practice
leader of Hewitt's
Creative  Design
and Human Factors
team. i
Several of the
judges’ own compa-
nies entered the
competition. To
prevent conflicts of
interest, judges
were not assigned
to review entries in
the same category
as their own com-
pany’s.
The judges evalu-
ated Web site en-
tries based on seven criteria (see story,
page 24). The sites with the highest aver-
age score in each category are named
Best of the Web, subject to the judges’
discretion. The next highest-scoring
sites, subject to the judges’ discretion, are
given an Award of Excellence.
Categories for the Best of the Web com-
petition are broken into risk manage-

The expert tells you, =

“Follow me.” _

AMERICAN RE

A Member of the Minnfchy Re Groufs

- - e

-
-

ment categories, employee benefits cate-
gories and combined categories, as fol-
lows.

Risk management categories:

® Insurance services. Sites entered in
this category should include sites main-
tained by brokerages, insurers and others
for purposes of helping commercial in-
surance buyers place and procure prop-
erty/casualty insurance. Included in this
category are property/casualty insurance
auction sites, insurance quoting engines
and risk exchanges aimed at commercial
insurance buyers.

@ Claims services. Sites entered in this
category should help insured and self-in-
sured corporate entities with
property/casualty claims management
services, including administration, ad-
justing, investigations, etc. This category
includes sites aimed at workers compen-
sation and occupational disability claims
management.

® Risk management. Sites entered in
this category should be designed to pro-
vide buyers with risk management ser-
vices other than risk financing. This can
include risk analysis, risk identification,
risk modeling, safety and loss control
consulting, etc.

Benefits management categories:

® Benefits management. Sites entered
in this category should help corporate
benefit managers with benefits plan ad-
ministration, plan communication, regu-
latory compliance, flex plan administra-

See Judges on next page

With the largest and strongest pool of

talent in the industry, and professionals

averaging 22 years of experience,

our experts truly grasp the depth and

magnitude of the risk you're facing —

every step of the way. We listen to your

concerns and respond to your needs

at unrivaled speed. Protecting you.

il

555 College Road East, Frinceton, New Jersey 08543 609-243-4200 www.amre.com

A.M. Best Company: A++ Standard & Poor's: AAA Moody's: Aaa 2000 Ame e B s, s Conn

And partnering with you. Now and

for the long haul. Call on us.

We’ll help lead you to safer ground.
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Panel of judges
for the 2001
competition

Mr. Dude Mr. Duncan

Mr. Hoskinson Mr. Kerr

Ms. Pixler

A

Mr. Tippins Mr. Walton s. Ragr Wise

Carvi“

Reinsurance Intermediary

INDEPENDENCE
INTEGRITY
SERVICE

CONSISTENT PHILOSOPHY & PERFORMANCE
SINCE 1877

London  Norwalk
1-800-CARVILL

Atlanta  Bermuda  Chicago

www.carvill.com

Judges

Continued from previous page
tion, 401(k) enrollment, etc.

® Health plan services. Sites
entered in this category should
include those maintained by bro-
kerages, insurers, managed care
companies and others for pur-
poses of helping group health
plan purchasers place and pro-
cure group health plans (insured
and self-insured). Included in
this category are health and acci-
dent insurance auction sites and
quoting engines aimed at group
benefits purchasers (i.e., not in-
dividuals).

® Claims services. Sites entered
in this category should help cor-
porate benefit managers with
group benefit plan claims man-
agement, including claims ad-

How the winning

ministration, claims adjusting,
claims investigations, case man-
agement, utilization review, etc.
Included in this category are
sites aimed at integrated disabil-
ity management.

Combined categories:

® Legal services. Sites entered
in this category should be de-
signed to help organizations with
legal services arising from risk
and benefits management. In-
cluded in this category are sites
that provide arbitration, legal,
litigation and subrogation ser-
vices.

@ Educational/professional. In-
cluded in this category is any site
that provides risk or benefit
management educational ser-
vices, online training, accredita-
tion, ete. Professional societies or
associations should be entered in
this category as well.

sites were chosen

Seven criteria were used by
the judges to score the entries
for the Business Insurance
Best of the Web competition.

The panel assigned a nu-
merical value of one to 10 for
each of the following:

® Content: This criterion
assesses the range and depth
of services available to users.
Is the site limited to one core
function, or does it provide
multiple tools and services?

® Sophistication: Is the
Web site’s function readily
accessible to risk and benefit
professionals, or does it re-
quire an advanced under-
standing of computer skills
and assistance from IT pro-
fessionals to achieve its func-
tion?

® Design: Is the site visual-
ly pleasing and engaging, or
is it stale, cluttered cr other-
wise unattractive?

® Functionality: Is the site
easy to navigate and under-

stand, well organized and |
complete? ;

® Innovation: Does the Web
site provide new services to |
users or just automate exist- |
ing ones? Does it represent a '
new type of online insurance
service, or is it one of many?

® Fulfillment: Does the site
offer information to the buy-
er of insurance services, or is
it aimed primarily at others,
such as intermediaries? How
well does the site meet its
stated objectives to its target-
ed users?

® User experience: Overall
impression; is it easy to use
and helpful—or mind-numb-
ing and repetitive? Would
you want to come back to this
site for more information?

Finally, for each site,
judges were asked whether,
in their opinion, the site
would be worthy of an award
if it were the top-scoring en-
try within a category.

Business Insurance
has a broad and
comprehensive directory
of industry-related Web
links available on its
Web site.

Make the connection

If you are searching for
risk management or
employee benefits
management
information, this is a
great place to start.

If your site provides
commercial insurance
services or information,
you can submit
an online request
for a free link.

To browse the links, visit
the Links section of
businessinsurarnce.com

Business
Insurance.

www.businessinsurance.com
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Introducing CareMC, a powerful new internet tool that securely connects
employers, claims professionals, providers and case managers with the
information they need. By bringing multiple managed care professionals
together in real time, CareM® empowers everyone ta work more productively,
while accelerating claim resolutions and improving outcomes.

Contact us at caremc.com, or 888.7.CorVel.

Real time.

Care®

CareMfrom CorVel. Managing care efficiently.
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GE Medical Protective’s site
preserves role of intermediary
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was developed to provide inde-
pendent agents and brokers

and want it to be as easy to do
business with us as possible,”

e — %ﬁi&%
e ! : — By SALLY ROBERTS streamlined processes and on- said Michael D.P. Cavanaugh,
Eali inpoerheath? Aot g, il line self-service tools, making it vp-marketing for GE Medical
[omam T | S e ol | GE Medical Protective Co. is quick and efficient to conduct  Protective, a subsidiary of Em-
E —wu | Best of Show dispelling the myth that the In-  business with the Fort Wayne, ployers Reinsurance Corp.
= e ﬂﬁ'@ﬁ“ﬁﬁ ' ternet is cutting insurance Ind.-based medical malpractice Mr. Cavanaugh noted, though,
- e P B s ‘ agents and brokers out of the lLability insurer. that there was initial trepida-
_ [Youra buying insurance, yours | QI EEN urchasing process. “QOur independent agents and tion when GE Medical estab-
S | Insurance ? Its year-old Web site, brokers were telling usgthat they lished the site: Agents and bro-
mﬂmﬂgg i Sel‘ViCCS www.gemedicalprotective.com, wanted to do business with us kers assumed the insurer was
way W bring good thinga to W

trying to approach insurance
buyers directly.

“Our goal was not to go di-
rect,” said Mr. Cavanaugh, who
is the e-business leader for the
Web site. “Our goal is to im-
prove relationships with inde-
pendent agents and brokers and
make us the easiest insurer to do
business with.”

Unmatched Service
for Your Property Claims

‘Our goal is to im-
prove relationships
with...agents and
brokers and make us
the easiest insurer to
do business with.’

— Michael Cavanaugh
GE Medical Protective Co.

Mr. Cavanaugh said interme-
diaries now “definitely see this
as a tool for them.” Both the
numbers of registered users and
hits to the site are increasing, he
said.

GE Medical Protective’s Web
site, which won the Insurance
Services Best of Show Award in
Business Insurance's first Best
of the Web competition, features
four areas: Insurance Resources,
the Agent/Broker Resource Cen-
ter, the Risk Management
Academy and Customer Service.
In addition, users can customize
the site to suit their particular
needs.

The Insurance Resources sec-
tion permits independent agents
and brokers to compare quotes
against sample quotes from oth-
er insurers, secure certificates of
insurance and request copies of
insurance policies. Mr. Ca-

Crawford & Company and Xactware, Inc. have
formed an alliance that will revolutionize the

The partnership between Crawford and
Xactware means more efficient and effective
way Crawford handles your property claims. claims handling, greater consistency, and

With one fully integrated system powered by improved quality assurance. And that means
Xactware’s suite of software products, Crawford better outcomes for you.

will offer start-to-finish property services by: To learn more about how Crawford and
Xactware can provide complete solutions for
your property claims needs, call Howard

" Rogers, Crawford’s executive vice president,

Business Solutions Group, at 800-241-2541.

® receiving property assignments online
from insurance carriers

s downloading assignments and sending
finished work products electronically

providing secure online access to your
information and management reporting

electronically routing property claims

to Contractor Connection®™, our property
repair network of more than 1,700
contractors

XACTWARE.

www.crawfordandcompany.com

an equal opportunity employer

vanaugh said that the insurer is
in the testing phase of offering
agents and brokers the ability to
complete customized GE Medi-
cal Protective medical malprac-
tice insurance applications and
to receive bindable premium
quotations within seconds.
“This is something we're on
target for in the next couple of
months,” Mr. Cavanaugh said.
Among other capabilities, the
Agent/Broker Resource Center
See GE Medical on page 28



Premium Thinking

What innovation has driven

history’s greatest gain in productivity?
The steam engine?

The personal computer?

The telephone?

Some experts contend that it was the invention of
spectacles, which greatly extended the working life
and output of scientists, thinkers, artists and leaders.

To us, Premium Thinking means
seeing such nuances of cause and effect.

Intellectual curiosity and knowledge are core qualities that
make our clients successful insurance companies.
And make PartnerRe the thinking insurer’s reinsurer.

Which is why we’re always looking for new tools and
techniques to more effectively serve the evolving,
individual needs of every client.

Of course that’s not just Premium Thinking. That’s vision.

www.PartnerRe.com
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GE Medical

Continued from page 24

link lets intermediaries down-
load sample policies and appli-
cations, as well as GE Medical
Protective letter templates. The
samples help agents and brokers
achieve a consistency in their
documents.

Although independent agents
and brokers are the primary tar-
get of GE Medical Protective,
the insurer also is marketing the
site to the primary end users of
its product—doctors, dentists
and hospital risk managers.

In the Risk Management

Academy section of the Web
site, for example, a policyholder
can take a clinical risk manage-
ment assessment test as well as
ask questions of risk manage-
ment consultants. Policyholders
can also take continuing- edu-
cation risk management courses
through the Web site.

Mr. Cavanaugh noted that
doctors and dentists who take
the online continuing education
courses receive premium dis-
counts from GE Medical Protec-
tive.

The customer service part of
the Web site helps doctors and
dentists locate their local GE
Medical Protective agents.

2001

EST
WIEB

Award of Excellence ir the
Insurance Services category

NCCl.com

WWW.neei.com

Owner/sponsor: National

El Council cn Compensation Insur-

ance, a Boca Raton, Fla.-based
workers compensation data-col-
lection and services organiza-
tion.

Launched in: July 1899.

Target market: Intended audi-
ences include underwriters, in-
termediaries, insurance buyers,
workers compensation regula-
tors as well as users working for
the Department of Labor, state
workers comp funds and self-in-
sured markets.

Strategy: The NCCI uses its
site to provide flexibility in de-
livering its information and
data-analysis services.

Features of NCCI.com include
the ability to personalize Web

AS YOUR BUSINESS BECOMES MORE COMPLEX, SO DOES RECOGNIZING ITS RISKS.
Business Impact Analysis from FM Global helps you recognize business interruption exposures and identify
ways to minimize potential loss. From mergers and acquisitions to outsourcing and complex

supply chains, change will impact your risk. At FM Global, we have evolved beyond the

traditional solutions. To find out more, log on to fmglobal.com.

Protecting the value business creates.

pages and receive information
via links on those pages or via e-
mail. For example, users can re-
ceive updates to the NCCI site
and state-specific information.

The site also offers online
workers comp publications, a
“media center” that contains in-
dustry-specific videos and a
“CEO correspondence” link to
the NCCI's perspective on vari-
ous topics.

In addition, the site offers
products and services designed
to assist in underwriting, evalu-
ating and servicing workers
comp business.

One such product is an elec-
tronic rate modification and
worksheet application that en-
ables users to have immediate
access to information on experi-
ence rating modification.

Underwriters also can use a
risk assessment tool that lets
them compare and review the
validity of new and existing pol-
icy information.

— By Sally Roberts

Business
Insura .

e SERVICES e

REPRINT SERVICES

Bl's Reprint Department
can provide reprints, in
quantities of 100 or more, of
any article that has appeared
in the magazine. Legal per-
mission complying with
U.S. copyright laws also can
be provided to companies
that seek to reprint, on their
own, materials that have ap-
peared in the magazine. For
information, please call or

fax:
" Phone: 312-649-5319
Fax: 312-280-3174

ARTICLE FAX SERVICE
For article photocopies sent
by fax on the same day,
please telephone and pro-
vide the B/ issue date, the
article headline and credit
card information. The
charge is $10.00 per copy,
per article. In-publication
directories are not available
by fax. For article photo-
copies, please call:

Phone: 312-649-5329




1 _H PASS]ON_

LEADING THE NEXT GENERATION OF MARINE INSURERS

Belief in what you do is essential to leadership. The

belief that anything is possible and the audacity to

tackle what conventional wisdom says can't be

done. That's the spirit you'll find at Fireman's Fund

McGee Marine Underwriters. Qur people love what

they do. They are devored to their craft and attack each

challenge with an uncommon level of intellectual

enthusiasm and vitality. An attitude that translates

to the kind of fresh, imaginative solutions the times “-,
-

demand. Call us at 1-800-235-6029. Fireman’s Fireman'’s Fund McGee

L.
Fireman’s Fund McGee. License to get on with it. _Fund® e Underwriters

A company of the Allianz Group



30 / October 8, 2001, Business Insurance

Besr oF THE WEB

B e

200 Best of Show

P/C Claims
mewgl

Services

Claisas Taalkns

Py Clsi Tt et e el e 8 € b o s
Pl quhar racprery, basier rg6an b mork and et didra S0

e B e Trolak e

e ok e i e B i et

o o et s e 0 MO A oA
ariagarn, Acudv Lo saary's Jrenelsry s rismant € deranca Thed (ART)

The o Tost o v i vl e o st 0 e
Ao, Shary Van |4, 0 Rbard cartfion Svpeian madcael 'y ol
ko afiars caevsaning mare T ves o s acbasion. ot et o 4
Rt Y T, & Mkl SORSNAr T, e WA, culesrt SEVSEN B S8
s

Disahility and Life

Hmming expenses? For
[aims admunistration
1y [@ cut costs and
mes: Followia leader
Solutions™ has
' dredsof

T
)

S

www.rsli.com;
=00 (tilearated praduet (emiihe Sel)
[Firgt Kol endard Lile [nsiran
AlgERce Mahagemend send

(‘om‘"«tm \\;
toviced Lhrotgtybat

Intracorp’s Claims Toolhox
helps to build better outcomes

By ROBERTO CENICEROS

Claims professionals who want
help managing medical injury cas-
es can find a variety of helpful
tools online from Philadelphia-
based Intracorp.

Intracorp’s Claims Toolbox,
available at www.intracorp.com,
provides in-depth information—
such as medical treatment guide-

Qur program has d

productivity benefits, including

elivered sienificant

lines and preferred disability man-
agement outcomes—for workers
compensation, short- and long-
term disability and auto accident-
related cases. Through the site,
users can obtain descriptions that

will help them recognize and un- -

derstand a vast array of injuries.
Then they can look up the medical
examinations and diagnostic tests
used to verify the existence of a

Workers' Compensation

cost and

* Lowered disability durations by as much as 20%

* Lowered workers' comp costs by as much as 15%

* Achieved positive employee satisfaction ratings

of 95%

Ispitit time you int

group disability coverage?

exccutive order

egraled proven absence
management services with flexible, h
Don't

igh-quality

wait for the nexl
Te put Matrix Absence Sotutions™

towarktorvour bottom line, call 800-351-7500

ext: 3798 today

specific injury, and the disabilities
and time away from work that
such an injury typically generates.

For each injury, the site also lists
“red flag” conditions that can af-
fect the duration of a disability.
For example, the red-flag condi-
tions that might apply to a carpal-
tunnel case include symptoms that
exist for longer than a year and de-
layed referral to a physician.

“For an adjuster who is not a
clinical professional, it helps them
put some clinical terms in con-
text,” said Fred Scardellette, In-
tracorp vp of disability manage-
ment product development and
marketing in Philadelphia. “It
helps an adjuster make a decision
about when they need a clinical re-
source, such as a case manager or a
physician adviser, to support them
when a claim looks like it is getting
beyond their ability to manage.”

When that happens, claims ad-
ministrators also can use the Web
site for profile information about
specific physicians and Intracorp
case managers, listed by geograph-
ic region.

Intracorp provides medical
management services for workers
compensation, disability and
health care industry participants,
including insurers, third-party ad-
ministrators, employers, managed
care companies and other organi-
zations.

A claims manager can also use
the Claims Toolbox to arrange a
physician consultation, refer a
claim to an Intracorp case manag-
er or initiate a disability medical
evaluation. By helping patients get
the right care at the right time, the
site streamlines the claims admin-
istration process, facilitates timely
returns to work and ensures em-
ployee satisfaction, according to
Intracorp.

Intracorp’s Claims Toolbox won
the Best of Show award in the
Property/Casualty Claims Ser-
vices category of Business Insur-
ance's Best of the Web competi-
tion.

The toolbox can be accessed by
going to Intracorp’s Web site, at
www.intracorp.com,; first selecting
“B2B Tool” on the yellow bar at
the top of the screen; and then se-
lecting “Claims Toolbox” from the
drop-down menu. Registration is
required. -

Thus far, about 2,400 claims
professionals who work for insur-
ers, third-party administrators,
self-administered employers and
Intracorp have registered to use
the site, Mr. Scardellette said, with
about 107 new users registering
monthly. The site averaged 1,925
hits monthly between January and
July.

Mr. Scardellette said one of the
advantages to using the site is that
it fosters teamwork by making in-
formation such as Intracorp’s dis-
ability guidelines readily available
to each individual working on a
claim. So, for example, he said,
that provides a claims adjuster on
a particular case with the same in-
formation that is available to a
case manager assigned to that
same case. Bl
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Independent insurance agencies grow when they
ignore their size and focus on their smarts. The best
ones build relationships with powerful resources to
make themselves more competitive, more knowl-
edgeable, more productive. They create strategic
alliances to produce business where it didn't exist
before. That's why independent agencies nationwide
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Award of Excellence in the
Property/Casualty Claims
Services category

CareMC.com

www.caremc.com

Connection

Business Insurance
has a broad
and comprehensive
directory of
industry-related
Web links available

on its Web site.

If you are
searching for risk
management or
employee benefits
management
information,
this is a great place
to start.

If your site
provides
commercial
Insurance services
or information,
you can submit an
online request
for a free link.

To browse the
links, visit the
Links section of
businessinsurance.com

Business
Insurance.

www.businessinsurance.com

UL

Owner/sponsor: CorVel Corp.,
an Irvine, Calif.-based managed
care company.

Launched in: April 2000.

Target market: Risk man-
agers, human resource adminis-
trators, claims professionals,
medical providers and patients.

Strategy: CorVel provides
managed care services—includ-
ing case management and bill
review—for workers compensa-
tion, group health and auto in-
surance markets.

It launched CareMC to help
customers reduce their costs and
return injured employees to the
workplace more quickly by
streamlining the exchange of in-

PROC

CONC
ESS M

formation.

Through the CareMC Web
site, employers, claims adminis-
trators, medical providers, case
managers and others can share
access to claims files.

Provided they have authoriza-
tion, users can retrieve the in-

UNLIMITED CLAIMS
INPUT & ACCESS

CLAIMS

ADJUSTMENT

MEDICAL BILL
REPRICING

DATA

CONVERSION

FULL REPORTING

SUITE

formation from any computer
with Internet access.

Once a claims file is accessed,
a variety of functions can be
performed. Case managers, for
example, can enter notes detail-
ing the progress of and medical
appointments for a specific
claimant.

That way, an adjuster or hu-
man resource manager can look
at those notes to monitor the
claimant’s case. Adjusters also
can use the CareMC system for
bill review and as a tracking de-
vice, checking when a claim
was processed or adjudicated,
for example.

—By Roberto Ceniceros
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“It's taken five years of develop-
ment to get where it is today,” said
Keri Ungemah, the Denver-based
marketing manager for Downers
Grove, Ill.-based Risk Management
Internet Services. i

What that is, is an electronic li-
brary, known as rmLibrary, with
roughly 19,000 up-to-date resources
immediately available to risk man-
agers. Risk managers can access re-

WORK IN THE

CONTINUUM

Corporate Systems’ CS ClaimSuite™ is the
claims processing system of the future.
Integrated, so you'll spend less time
making one claims engine talk
to another. Oni}ne, SO you
don't have to purchase, load,
distribute and maintain endless soft-
ware versions. Efficient, so your claims
operations can spend less time processing
data and more time completing claims.

File a claim, access relevant data,
reprice associated bills and report status
from a single window. CS ClaimSuite is
the continuum-the future of claims

processing. To see it, call 806.337.3554.

Or e-mail ccogdiﬂ@csedge.com.

SEE IT NOW

©2001 Corporate Systems, Inc. 2/01 = www.csedge.com

w ¢ Online library a vast resource
@wg  for enterprising risk managers

sources, arranged according to cate-
gory, that address such business
concerns as disasters, finance, man-
aged care, industrial hygiene and
state government.

The site also offers a link to a host
of professional guides tailored for
risk managers, chief financial offi-
cers, ergonomists, safety directors
and others.

It also provides a link to special
resources, giving quick access to ref-
erence materials—such as-case law,
databases, forms, handouts and
statistics—that risk managers can
put to immediate use.

“Risk managers have so much on
their plates today,” Ms. Ungemah
said. “They want to find what they
need quickly and easily, and that’s

Risk managers ‘want
to find what they
need quickly and easi-
ly...that's what the
site is all about.’

| — Keri Ungemah

Risk Management
Internet Services

not easy to do. But that’s what the
site is all about.”

Risk Management Internet Ser-
vices’ rmLibrary won the Risk Man-
agement Best of Show award in
Business Insurance's first Best of the
Web competition.

Ms. Ungemah noted that, in re-
sponse to the thousands of requests
it received following the Sept. 11
terrorist attacks in the United
States, a new “disaster” category
was added to the rmLibrary.

Within this broad category, risk
managers can find specific materials
to assist them with the creation of
emergency evacuation plans, the de-
velopment of computer disaster re-
covery plans and information on
bomb threat prevention, as well as
other resources, manuals, fact sheets
and links, she explained.

Although the site was developed
solely for risk managers, it has ex-
panded its reach to include other
corporate departments linked to risk
managernent, such as safety, human
resources, loss control and legal.

“Because enterprise risk manage-
ment has really grown into so many
different departments, we kepi
growing with it,” Ms. Ungemak
said.

Individual subscriptions to rmLi-
brary are $35 per month or $300 per
year. Discounts are given to large-
group orders.

Currently, rmLibrary is the only
site among the “rmFamily of sites”
on waww.rmis.com that is fully oper-
ational.

Within the next two years, the
company plans to launch seven
more sites, Ms. Ungemah said
Among the next to be rolled out is
rmDirectory, which will offer
names, addresses and phone num-
bers for risk management-related
products, services and people.
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CIGNA offers broad resources
for employers’ benefit needs

By MICHAEL PRINCE

When it comes to its Web site,
the “C” in CIGNA could stand for
“comprehensive.”

Since it first went online five
years ago. CIGNA Corp.'s Web
site for plan sponsors and mem-
bers has grown from a one-di-
mensional tool into a full-service
benefit site. The site, at

®

CIGNA

www.cigna.com, boasts features
and capabilities that allow it to

Simplc Trvthg

Télcn’r is doing easily
what others find difficult.
RLI attracts the most
talented people in the 4
insurance mdustry

With talent com'és great
responsibility. And that’s
why RLI goes to even
greater lengths to ensure
that our talented people
are making the best use .
of their abilities to best
serve our customers. We
emphasize continuing

education. We stay at the

cutting edge.

‘And we acknowledge

-exceptlonal performance,

rewarding underwriters
for profit, reinforcing an

_ entrepreneurlal approach
:toour bus,mess.

It s a SImpIe strategy,
really But not every
company-can make it
-~ work like we do

That'c becavse RI1 ha¢ the talent
fo make It look easy.

www.rlicorp.com

RLI

Fundamentally Innovative

handle virtually every aspect of
planning for retirement and
choosing health, life and disabili-
ty insurance. The site serves as a
resource for employers and em-
ployees for up-to-the-minute in-
formation about their benefits
plans.

The site was designed to “make
it easy to access benefits if you
are an employer and access bene-
fits and benefit information if you
are an employee,” said David
Gordon, senior vp of e-commerce
at CIGNA in Bloomfield, Conn.
Its breadth of coverage has en-
abled CIGNA's site to capture the
Best of Show Award in Business
Insurance’s Best of the Web con-
test in the Benefits Management
category.

To help employers, the site en-
courages a tremendous amount of

See GIGNA on page 36

BEST
Sl

Award of Excellence in the
Risk Management category

EPLselect.com

www.eplselect.com

Owner/sponsor: Lexington In-
surance Co., a Boston-based
unit of American International
Group Inc.

Launched in: June 2000.

Target market: Employment
practices liability policyholders
of Lexington Insurance Co.

Strategy: EPLselect.com aims
to help employers meet federal
standards and obligations with

LEXINGTON

Insurance Company

regard to discrimination and
harassment in the workplace.
The site discusses state-of-the-
art personnel policies, and it
gives users access to Lexington’s
training and testing system,
which provides verifiable proof
that comprehensive employee
training has taken place.
EPLselect.com’s two sections
provide content tailored for use
by managers/supervisors and by
other employees, respectively.
The site also includes various
risk management and loss con-
trol tools and information, in-
cluding Lexington’s employ-
ment practices compliance pro-
gram, manuals on best work-
place practices, and a direct e-
mail link to Lexington’s risk
management consulting opera-
tion.
—By Sally Roberts



Investing in the Future of Risk
Management Today

The Royal & SunAlliance
Douglas Barlow Scholarship

Royal & SunAlliance USA and the Spencer Educational Foundation have established a scholarship tc honor a risk management visionary and pioneer, Douglas Barlow.

As a values-based organization, Royal & SunAlliance is committed to excellence in everything we do. Couglas Barlow epitomized excellence and this scholarship will be
granted to students pursuing careers in risk management based upon outstanding academic qualifications.

The Royal & SunAlliance Douglas Barlow Scholarship ... promoting the development of the best people for the betterment of our industry.

For information about the scholarship, please contact the Spencer Educational Foundation at 212-655-6223.

TRANSFORMING cusst

www.royalsunalliance-usa.com
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Continued from page 34
employee self-service, including
plan enrollment, thus reducing
the administrative burdens on
benefit managers, Mr. Gordon
said. It also contains information
on health and retirement topics,
cutting down on an employer’s
need to undertake extensive em-
ployee education programs.

The CIGNA site also offers a
host of advantages for employees.
Besides having access to libraries
of information, employees can use
modeling tools to help them
choose among health plans and to

calculate the amounts needed to
save for such events as a child’s
college education or the employ-
ee’s own retirement.

The site is actually a compila-
tion of individual ones that were
introduced over the past five
years. It started with CIGNAc-
cess, a portal for retirement plan
sponsors that Philadelphia-based
CIGNA launched in 1996.

Since then, the CIGNA site has
added AnswerNet, which permits
an individual to review his or her
entire retirement account. An-
swerNet allows for online plan
enrollment and transactions and
provides investing advice and ed-
ucational materials to help work-

ers plan for retirement.
Those who want more educa-

CIGNA’s site is a
compilation of indi-
vidual ones that
were introduced over
the past five years.

tion can turn to Academy by
CIGNA Online. Individuals can
take courses at their own pace on
topies such as saving for college,

managing personal finances and
saving for retirement. A library of
articles provides information on
financial areas such as investing,
estate planning and debt manage-
ment. In addition, employers can
arrange for live Webcasts for
groups on specific retirement and
investing topics.

Other sections have tools that
guide investment decisions and
can even help select the best in-
vestment funds for an individual
based on that person’s specific
needs. Earlier this year, the site
started allowing medical plan en-
rollment online. This service will
greatly expand next year to in-
clude most of CIGNA’s health

plan members, Mr. Gordon said.

An enhancement slated for ear-
ly 2002 will allow individuals to
customize the site and receive in-
formation on topics they select,
Mr. Gordon said. This will ensure
that “the right information will
be sent to the right people,” he
said.

The site has about 200,000 reg-
istered users. The entire
CIGNA.com site receives over 4
million page hits per month, from
both registered users and other
visitors, Mr. Gordon said. The av-
erage number of pages viewed per
visitor has gone up, he noted, in-
dicating that visitors are using
more of the site’s features. El
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Business Insurance
has a broad
and comprehensive
directory of industry-
related Web links
available on its
Web site.

If you are searching
for risk management
or employee benefits

management
information,
this is a great place
to start.

If your site provides
commercial insurance
services or
information,
you can submit an
online request for a
free link.

To browse the links,
visit the
Links section of
businessinsurance.com

Business
Insurance.
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Whether you are
looking to solve a
complex problem, design a
custom-structured insurance

program to meet tomorrow’s needs,

or handle day-to-day concerns — expertise is
of the essence. For more than 40 years,
Old Republic Risk Management has focused
solely on the alternative insurance market. This
specialization has enables us to nct only deliver a
unique advantage to our clients, but to do so

confidently, with zssurance your needs are met.

As a specialist in the alternative risk market, we
have develeped an enviable reputztion in helping
companies structure responsive insurance

programs. In fact, Old Republic helped pioneer

the alternative
risk market through
devzlopment of captive

reinsured programs and

the concept of the unbundled

approach to insurance-related services.

Not content to rest on our laurels, however, we

continue to updzte our portrolio of products in

response to the dynamic needs of our customers
and the marketplace we serve.

By listening carefully, we remain as committed
as ever to managing and reducing your cost of
risk. To learn more about how our custom-
designed programs can benefit you, see us at
www.orrm.com or call (262) 797-3400.
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Risk Managemeni, Inc.

Specialists in the alternative risk market.
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Empire site seeks to save time,
money for every user group

By MICHAEL PRINCE

In developing its Web site, Em-
pire Blue Cross & Blue Shield fo-
cused on promoting savings—in
terms of both money and time.

Empire sought ways that the four
groups it works with—employers,

plan. The result of those efforts is
the company’s Web site, located at
www.empireblue.com. Empire’s site
received the Best of Show award in
Business Insurance’s Best of the
Web competition in the Health Plan
Services category.

The first part of the site, which
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plan members, providers and bro-
kers—could save both time and
money by using the Web to work
with the New York-based health

Services

was rolled out in October 2000, is
geared toward brokers. Once regis-
tered with Empire, intermediaries
can obtain quotes and enroll small

groups in the plan. Moving the
quoting and enrollment process on-
line cut down the time needed to
perform these functions, according
to Empire.

Developed next were several ap-
plications for plan members. Using
the site, an enrollee can check on the
status of a claim, add information
missing from a claim report, change
the designation of his or her prima-
ry care physician and look up the
names of providers in a given health
care network. The vast majority of
tasks that plan members once took
care of by telephone or mail can
now be handled over the Internet.

And that's the site’s goal, said
Jack Smith, senior vp of marketing
for Empire in New York. Empire

ealth plan members can perform
“all plan administration functions
online and make the telephone and
mail become secondary communi-
cation vehicles,” Mr. Smith said.

And because the site provides
members with around-the-clock
access to those functions, “they can
do it when they want to do it,” he
said. “The convenience factor is
huge.”

See Empire on next page
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clickNsettle resolves
to handle any dispute

It's Judge Wapne~. No, it’s Judge
Judy. No, wait, it's
clickNsettle.com!

While its workings might not
make for riveting television,
clickNsettle.com resolves more dis-
putes than does any network judge,
and with fewer cutting remarks.

A comprehensive site for alterna-
tive dispute resolution, clickNset-

-le.com has captured the Best of
Show award in  Business
“nsurance’s first Best of the Web
competition in the Legal Services
category.

Tke Web site was developed in
2997 by National Arbitration &
Wediation, a Great Neck, N.Y., dis-
pute resolution firm. Two years

See clickNsettle on next page

We're the experts for
wholesale insurance
needs - the perfect
place for business
that’s hard to place.
With a network of
offices coast to coast,
we deliver the market
access, responsive
expertise and unique
local specialization you
need. So when you’re
racing to cover hard to
place business lines,
start strong - and finish
first - with Crump.

Call 1-800-888-7126
today. On the web at
WWW. crumpins.com

More than meets the eye.

Crump is o member of the Schinnerer Group of Companies.

Excess, surplus and
specialty needs cover
a lot of ground.

So does Crump.
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clickNsettle

Continued from previous page
later, the Web site took on the
name “clickNsettle.com,” and in
May 2000, the whole enterprise
changed its name to
clickINsettle.com Inc.

The site combines NAM's ser-
vices, including the work of more
than 1,700 hearing officers located
around the world, with cutting-
edge Web-based dispute resolu-
tion, according to Roy Israel, the
president and chief executive offi-
cer of clickNsettle.com.

“We took all the NAM resources
and Web-enabled them,” Mr. Israel
said.

The site permits any entity that
seeks to resolve a dispute—an at-
torney, a business or an insurer—to
engage the in-person services of a
trained mediator or arbitrator. In
addition, disputes can be resolved
through binding online negotia-
tion. Using this tool, the two op-
posing sides indicate through bids
the amount of money each would
find acceptable to settle a dispute,
When the two sides get within
striking distance with their bids,
they can agree on a figure and end
the dispute.

The company’s goal is to create
“one-stop shopping for all parties
involved in any dispute anywhere
in the world and to resolve that
dispute quickly and more efficient-
ly than anyone else,” Mr. Israel
said.

In addition, he said, the site
makes it easier for large organiza-
tions with many claims offices to
manage their ADR programs. Typ-
ically, Mr. Israel said, such organi-

Continued from previous page

Empire also developed several
applications for plan physicians,
who can use the site to file claims,
check on the eligibility status of pa-
tients and adjudicate claims. This
enables doctors to obtain reim-
bursement for services more quick-
ly, and it allows a physician to in-
form a patient how much is owed
for an office visit at the time of that
visit. For health care providers, ad-
judicating a claim while the patient
s in the office is a welcome change
from the old mail-based system,
which often required days or even
weeks to resolve claims.

“The ability to understand eligi-
hility is very big with the provider
community,” he said.

Later this year, Empire plans to
add to its site a section for employ-
ers. That section will transform the
Empire Web site into a complete
self-administrative tool, Mr. Smith
said, allowing an employer to per-
form a wide variety of transactions
online. Plans call for employers to
oe able to update lists of eligible
members, check on bills and pay-
ments made to Empire, and verify
~overage details.

In addition, Empire plans eventu-
ally to add features that will allow
members to enroll through the site
and to receive all communication
with Empire through e-mail, “so it
obecomes a completely online pro-
cess,” Mr. Smith said. The new fea-
tures will reduce Empire’s costs for

oreparing and mailing documents

'0o members, he said.

zations lack a firm grasp of what
each office is doing. Consequently,
he said, individual offices tend to
adopt their own rules and styles of
negotiating and resolving disputes.

But clickNsettle.com maintains
detailed records of every user’s on-
line negotiations, including bid-
ding histories. Similarly, the site
stores the text of each user's writ-
ten decisions that result from the
in-person mediation and arbitra-

tion transactions. By providing a
password, a clickNsettle.com user
can gain access to information
about all its negotiations through
the site.

Before the creation of clickNset-
tle.com, “there was really no way a
national or global entity could get
its arm around its mediation pro-
gram,” Mr. Israel said.

Over 2,000 companies have reg-
istered with clickNsettle.com to

use the Web site. More than 440 of
these are insurers; the rest are busi-
nesses or law firms that use the ser-
vice for their owm or their clients’
disputes, Mr. Israel said. The site
received about 3,700 visits per
month in the first half of this year.
Sometime next year, clickNset-
tle.com will unveil a new guideline
feature that Mr. Israel said is the fi-
nal component in a fully managed
ADR program for its users. The

feature would permit a single indi-
vidual—a senior official in a par-
ticular company, for example—to
create a customized guideline that
would indicate to those in the com-
pany’s individual offices whether
the various disputes on which they
were working should be mediated
or taken to court. Mr. Israel said
that such guidelines could central-
ize the authority to decide whether
to pursue ADR.
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Bermuda’s Web site gives users
access to market professionals

By ROBERTO CENICEROS

Risk managers, brokers and
other insurance industry partic-
ipants know Bermuda as a cap-
tive domic:le and a haven for
reinsurers and innovative com-
mercial insurers.

But even market-savvy partic-
ipants are sometimes surprised
by the scope and breadth of in-
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surance products and services
available on the island, said
David Fox, director of informa-
tion services for the Marketing
Committee of Bermuda’s Insur-
ance Advisory Committee in
Hamilton, Bermuda. To foster a
better understanding of those
products and services, the Mar-
keting Committee provides an
informative Web site, located at
www.bermuda-insurance.org.

The site, titled “The Bermuda
Insurance Market,” offers a va-
riety of information, including
the procedure for incorporating
a captive insurance company, a
list of all insurance-related
companies on the island, an in-
ventory of available coverages
and the latest industry news.
And Mr. Fox said that one of the
site’'s greatest strengths is a fea-
ture that allows visitors to ask
questions of industry experts.

“We wanted to create a Web
site that was not just a window
allowing people to see what is
going on in the Bermuda market
but allows them to draw closer
by getting direct answers from
market professionals,” he said.

The IAC's Marketing Commit-
tee site won the Best of Show
award in the Educational/Pro-
fessional category of Business
Insurance’s Best of the Web
contest.

Mr. Fox noted that the Mar-
keting Committee Web site is
“noncommercial.” The absence
of advertising permits users to
navigate the site easily, focusing
on Bermuda’s services and the
insurance concerns they need to
address, he said.

Bermuda’s colorful flag greets
visitors, and a single, small pho-
tograph of either the island’s
business infrastructure or its
surrounding blue waters adorns
each page, but there is little em-
phasis on the site’s graphic pre-
sentation. Instead, the goal is to

provide easily accessed infor-
mation, using pages that were
designed with simplicity in
mind.

The uncomplicated design,
created on a Lotus Notes plat-
form, makes the pages easy to
administer and update. Lotus
Notes is a groupware applica-
tion that supports e-mail,
scheduling and file distribution.

“We didn’t want a Web site
where you need a few people to
keep it running,” Mr. Fox said.
“We needed one that could be
administered by a single layper-
son.”

The site was launched in 1997
but underwent a complete revi-
sion in April 2000. About 1,000
visits to the site have been made
thus far in 2001, with more than
12,000 page views. Mr. Fox
points out that the Web site is
intended for a specialty audi-
ence and so does not draw as
large a number of visits as it
might if it were intended for the
general public.

Mr. Fox said he measures the
site’s success not by the quanti-
ty of traffic generated but by the
types of site visitors. He is espe-
cially gratified when risk man-
agers and brokers click onto
certain site locations such as the
one labeled “Ask the Market.”
When a visitor asks a question,
Mr. Fox forwards it to several
experts capable of addressing
the matter. If, for example, an
individual visiting the site were
to seek the viewpoint of a cap-
tive manager, Mr. Fox would
pass that question on to many
captive managers, not just one.

Users of the site “love it, be-
cause they get three or four re-
sponses,” Mr. Fox said. “You
don't get one standardized re-
sponse; you get different re-
sponses from different captive
managers, reinsurers and oth-
ers.”

2001
f E gT
GAW
Award of Excellence in the

Educational/Professional
category

IRMIl.com

wWww.irmi.com

Owner/sponsor: International
Risk Management Institute Inc.,
a Dallas-based research and
publishing company that focus-
es on issues related to risk man-
agement and insurance.

Launched in: Apri: 2000.

Target market: Risk managers
and other buyers of commercial
insurance, such as financial
officers.

Strategy: IRMI.com provides
free information, including hun-
dreds of articles on about 50
topics; experts in a wide range

of risk management fields con-
tribute the articles.

Through its Web site, IRMI
seeks to reinforce the institute’s

HFIRMIl.com

reputation as a premiere source
for risk management reference
materials, to maintain an ongo-
ing dialogue with its customers
and to showcase its products
and services.

The site also contains finan-
cial ratings and profiles for
about 4,000 insurers, with a
weekly report of rating changes.
In addition, it offers an exten-
sive  directory—with  Wek
links—of insurance regulators.
associations and companies that
serve risk managers.

IRMI.com eventually wili
serve as a gateway for the pur-
chase of IRMI products; that
service is expected to be avail-
able in 2002.

— By Roberto Ceniceros
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Hull cover market faces capacity cuts, other challenges

By EDWIN UNSWORTH

GENOA, Italy—The hull in-
surance market, which already
was firming for shipowners this
year, is likely to harden even
more in the wake of insurance
industry losses from the Sept. 11
terrorist attacks in the United
States. ;

Although the marine hull in-

surance market will not directly
bear losses from the terrorist at-

tacks, it derives capac-
ity from insurers that
will be hit by claims,
delegates to hull insur-
ance sessions heard
during the annual con-

%@@Iﬂﬂﬂ«%&

ference of the International
Union of Marine Insurance, held
last month in Genoa, Italy.

change,” said Jean-Philippe

Pages, chairman of IUMI’s
ocean hull committee.

Mr. Pages, manager

of the hull and offshore

department of Paris-

based AGF Marine

Aviation  Transport,

said that although hull insur-

ance rates were already rising,

after last month’s terrorist at-

“Since Sept. 11, the world has
changed. The insurance indus-

try will change. The marine
market will change. And, in-
deed, the hull market will

zacks, they will now be “firmly
"J.p-”

Tony Nunn, a retired under-
writer who served as chairman
of the IUMI conference’s hull
sessions, said that hull insur-
ance is now at a crossroads.

“The basis on which hull busi-
ness has been traded to date
may no longer be sustainable,

See Hull cover on next page

Marine

Continued from page 3

most certainly result in reduced ca-
paclty for marine risks and higher
insurance rates for the marine and
offshore energy industries, TUMI
delegates were told.

If marine insurers are unable to
find sufficient capacity for offshore
energy risks, which is already a
money-losing sector, underwriters
may consider writing this business
on a net retained basis, said Do-
minick Hoare, group energy under-
writer for the Watkins syndicate at
Lloyd’s of London, who addressed
the IUMI conference by telephone.

‘What reinsurance
there will be

will be more
expensive.’

— Len Messenger
IUMI

Mr. Hoare singled out the offshore
drilling platform sector as an exam-
ple of an area in need of changes in
underwriting and pricing, Insurance
premiums from 1996-2000 totaled
$440 million, while estimated claims
were around $1 billion, producing a
loss ratio of more than 220%.

Reinsurance for offshore drilling
platforms is already scarce, and
“significant re-rating is imminent,”
he said.

A substantial increase in the de-
ductibles on coverage for offshore
rigs also is needed, Mr. Hoare said.
For example, he said, the average
deductible for a semi-submersible
rig in 2001 is $250,000, which is un-
changed from 1982. Underwriters
need to demand a deductible of
$500,000 to $1 million, he said.

Len Messenger, the chairman of
TUMI’s energy and offshore com-
mittee, said that marine underwrit-
ers are considering writing business
on a net retained basis if sufficient
reinsurance capacity becomes un-
available. He stressed, though, that
it is still too early to know what lev-
el of reinsurance will be available to
marine insurers, because reinsurers
are still assessing their exposures
following the Sept. 11 terrorist at-
tacks.

“What reinsurance there will be
will be more expensive,” said Mr.
Messenger, vp for exploration and
production underwriting at Zurich
Rm.nsurance (London) Litd.

" If reinsurance capacity for energy
and offshore business proves insuf-
ficient for renewals, underwriters
are considering insisting on higher
retentions by clients and may look
at alternative risk transfer mecha-
nisms to help policyholders finance
those retentions. El
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a proud salute
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To our business partners:

On behalf of SCOR Group - in particular, our U.S. companies —
| extend our deepest sympathies to our many friends, colleagues,
neighbors and rescue workers whose lives have been forever
altered by the tragic events that touched our nation on
September 11. Amid the devastation, we are proud to join our
neighbors in New York City — and throughout America and the
world - in applauding the police, fire and rescue workers for

their heroic efforts and tremendous courage.

At SCOR, we are grateful to be among the fortunate; miraculously,
our staff was unharmed. We'd like to give special thanks to our
many dedicated professionals who have been working around
the clock since the tragedy to be ready to support and serve
you from our new U.S. headquarters, located at:

One Seaport Plaza
199 Water Street
New York City

We appreciate and were heartened by the recent outpouring of
caring and concern from so many of our colleagues, clients,
and friends around the world. It is comforting to know that our
community stands united during this time of sorrow. As always,
SCOR Group remains strong, capable and committed to do its
part to ensure the continued strength and growth of the global
insurance industry.

Jerome Faure
President & Chief Executive Offlcer

SCORJe-

SCOR Reinsurance Company
One Seaport Plaza

199 Water Street

New York, NY 10038-3526
Tel: 212.480.1900

Fax: 212.480.1328
WWW.SCOr.com
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Hull cover

Continued from previous page
and the time is ripe for new con-
cepts and new products that will
need to be more robust to over-
ride the cycle,” Mr. Nunn said.

“It is debatable whether the
present marine hull cycle...bot-
tomed in 1999 or 2000. With loss
ratios matching the worst expe-
rienced in previous downturns,
the future of the business once
more comes under the micro-
scope,” Mr. Nunn said.

Compounding problems, he
said, is that the hull market is
losing experienced underwrit-
ers.

“Many underwriters, includ-
ing several well-known names,
have left the market, either
through choice or force,” Mr.
Nunn said. As a consequence,
“there is only a very small num-
ber of experienced hull under-
writers still active, and the ex-
treme volatility of the business
is not attracting new entrants.”

Mr. Nunn also questioned the
commitment of new capacity to
the market. Although “specula-
tive capital” is always available
to enter the market in the short
term to take advantage of a per-
ceived upturn in pricing, such
“speculative short-term oppor-
tunism provides no solution to a
business which is intrinsically,
at minimum, medium term,” he
said.

Angelo Ansaldo, senior marine
underwriter for Italy's largest
marine insurer, Genoa-based
Societa Assicurazioni e Riassi-
curazioni S.p.A., said that,
along with rising rates, the prin-
ciples of sound underwriting are
returning to the market. “The
great majority of international
players are operating carefully
further toward sound risk anal-
ysis, and premiums are rising,”
Mr. Ansaldo said.

The small core of professional
underwriters remaining in the
hull market “are in a position to
apply better discipline to their
underwriting activities,” he
said.

AGF’s Mr. Pages said that
more hull underwriters need to
improve their risk analysis and
claims handling procedures.
These practices also must be
more transparent, so that ship-
owners can see what they are
paying for and understand why
they need to pay more, he said.

Mr. Pages also said that hull
underwriters should stop grant-
ing full coverage—coverage for
both hull and machinery risks—
to any but the best shipowner
risks.

He pointed out that claims for
machinery damage onboard
ships can average about
$300,000 before deductibles,
while the average annual premi-
um for the risk is just $30,000
with a deductible of about
$50,000. At that rate, Mr. Pages

said, it would take an under-
writer about nine years of pre-
miums to pay for a single aver-
age-cost claim.

One reason that tougher un-
derwriting standards and pric-
ing is needed is an increase in
the values at risk, Mr. Ansaldo
said.

He ncted that there is a poten-
tial for huge claims arising from
the manufacture of high-value
modern vessels. A passenger
ship of the most-recent genera-
tion, for example, can carry
5,000 people, and its hull can be
valued at $500 million, he said.
In addition, a container ship to-
day can carry up to 6,000 con-
tainers, and crude oil carriers
transport increasingly large car-
goes, he said.

If hull coverage hardens as a
result of the terrorist attacks
last month in the United States,
that development would also
have significant implications for
the cruise ship industry, said
Enrico Buschi, who is in charge
of cruise and passenger ship
construction for the Trieste,
Italy-pased shipbuilder Fin-
cantieri S.p.A.

Mr. Buschi noted that demand
for hull coverage is increasing
for cruise ship owners because
the design and manufacture of
these vessels “is presently in a
new breakthrough stage” in
terms of greater size, structural
concepts and sophisticated new
technology.

Marine volume falls

2000 premiums drop 30% from 1995

GENOA, Italy—Global marine
insurance premiums have steadi-
ly declined over the past five
years, driven largely by soft pric-
ing.

Norway’s Central Union of
Marine Underwriters, or Cefor,
presented its yearly report on
marine insurance statistics dur-

ing the annual conference of the
International Union of Marine
Insurance, held last month in
Genoa, Italy. The statistics are
drawn from the member associa-
tions of TUMI, which represent
national marine insurance com-
panies.

As of the end of August, 45 out
of 55 TUMI members had report-
ed the 1999 premiums for their
countries’ marine markets, and
41 had reported the 2000 premi-
ums. Those numbers represent
95% and 93%, respectively, of
the total marine insurance pre-
miums written by TUMI mem-
bers, according to Oslo-based
Cefor.

Projecting total global marine

insurance results based on those
figures, Cefor estimates that ma-
rine premiums were $11.59 bil-
lion in 2000 and $11.63 billion in
1999. The 2000 figure is down
30% compared with 1995 premi-
ums.

Looking at just the premium
figures reported by TUMI mem-
bers as of the end of Au-
gust, Cefor said that:

® Marine insurance pre-
miums were $10.84 billion,
down 1.9% from 1999 and
10.5% from 1998.

® Hull insurance premiums
were $2.61 billion in 2000, down
6.0% from 1999 and 15.2% from
1998.

@ Cargo insurance premiums
were $6.49 billion in 2000, down
4.7% from 1999 and 11.7% from
1998.

® Marine liability premiums
were $1.02 billion, up 33.2%
from 1999 and 15.6% from 1998.

® Offshore energy premiums
were $719 million, up 17.7%
from 1999 and 1.8% from 1998.

The Cefor report on marine in-
surance premiums can be down-
loaded from the organization's
Web site, located at www.cefor.
nofindex.htm.
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Cargo remains weak sector in marine market

By EDWIN UNSWORTH

GENOA, Italy—While pricing in
sther sectors of the international
arine market have started show-
g signs of firming, cargo insurance
ins a good buy for shippers.
Delegates at the International
nion of Marine Insurance’s annual
eeting, held Sept. 16-19 in Genoa,
taly, were told that cargo insurance
ates, while rising, are still too low
or underwriters to make a profit.
As a result, it has been another
ough year for cargo underwriting,
N Insurance executive says.
“The hardening of most markets
as been tempered by poor cargo re-

Cargo underwriters
must ‘tighten up our
approach to the mar-
ketplace by meeting
the demands of our
clients, while avoid-
ing wasting our ca-
pacity on practices
that have little or no
underlying value.’

— Carlo Franchini
Assitalia

sults overall,” said Carlo Franchini,
ho presented the IUMI Cargo
ommittee’s report to the gathering,

Speaking by telephone to the
group, Mr. Franchini, a cargo un-
derwriter with Rome-based insurer
Assitalia-Le Assicurazioni d'Italia
S.p.A., said the lack of cargo prof-
tability “remains alarming.”

The Central Union of Marine Un-
derwriters of Oslo, Norway, report-

d at the meeting that global cargo
premiums—which account for
about 60% of total marine premi-

—for 2000 were $6.49 billion,
down 4.7% from 1999 (see story,
page 42). This represents a steady
decline since the peak of 1995, when
cargo premiums totaled more than
$8.00 billion, the group’s statistics
show.

During the period from 1994 to
1999, Mr. Franchini said, the rates
charged for this line of insurance

ave fallen about 30%. But this has
occurred against a backdrop of

ecord growth in international
trade, he added.

The solution to improving under-

marine cargo policies.

Meanwhile, IUMI delegates were
warned about potential losses to
cargo posed by weather risks.

Thomas Loster, head of weather/
climate risk research in the
GeoRisks Research unit of Munich
Reinsurance Co. in Munich, Ger-
many, warned delegates that in-
sured cargo losses from one “nor-
mal” hailstorm could total approxi-

mately 2% of annual global cargo
premiums. Two such events, he said,
“may determine whether we make a
profit in our industry.”

In addition, he said, a study un-
dertaken at the Port of Hamburg,
Germany, indicated that with more
than $3 billion of cargo typically at
risk in the port at any time, potential
losses for cargo insurers from a “se-
vere” storm surge could exceed $10

million and from a “very severe”
storm surge could reach $150 mil-
lion.

A single major event “may wipe
out some 50% of our annual cargo
income,” Mr. Loster warned.

Another speaker warned of risks
to shipping from climate change.

Peter Cullen, senior partner in
Montreal-based law firm Stikeman
Elliott, said climate experts believe

that global warming may lead to less
ice in northern waters. That also
rneans, he said, that pieces of older,
harder ice will break loose from ice
caps and flow into shipping lanes.
At the same time, as ice recedes o

disappears from the Great Lakes
and the St. Lawrence River and
Gulf, it could result in higher wate

levels and changes in shipping pat-
terns, he added. Bt

Wherever you are. Whatever you do.
The Allianz Group Is always on your side.

To us risk management means thinking the uxﬁ‘{htnkable te prevent risk turning into loss. As

writing profitability, however, lies
not only in higher rates and tougher
underwriting criteria, Mr. Franchini
said. Cargo underwriters must - . h
“tighten up our approach to the to make Allianz Group the partner you can| trust whenever and wherever you need us.
market place by meeting the de- ?

mands of our clients, while avoiding Allianz. The Power On Your Side.

wasting our capacity on practices 3
.
Allianz ()

that have little or no underlying
Allianz Insurance Company. Global Solutions for Corporate Clients.

one of the world’s leading insurers our financial strength and technical expertise combine

business value,” he said.

Despite poor results, cargo under-
writers face continued pressure
from shippers and brokers to pro-
vide, for example, global policies,
multi-line/multi-year policies and to
include coverage for goods in stor-
age as part of marine cargo policies,
Mr. Franchini noted.

Demand also is increasing, he
said, for political risks, war on land,
misappropriation and conseguential
losses coverage to be included in
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- Attacks keep attendance at IUMI down

GENOA, Italy—Attendance at
this year’s International Union of
Marine Insurance annual confer-
ence was down by around 20%
due to last-minute cancellations
following the Sept. 11 terrorist at-
tacks.

The number, expected to have
been about 500—the same as at the
London meeting in 2000—was
down to 397. The decline came
from a near-nonattendance of del-
egates from the United States, the
United Kingdom and Japan,
where key underwriters stayed at
home out of sympathy and to help
assess damage to their insurance
markets. Even ITUMI President
Richard DeSimone, the New York-

based president of global marine
for The St. Paul Fire & Marine In-
surance Co., was unable to attend
and addressed the conference by
audiovisual linkup.

At the meeting, held Sept. 16-19
in Genoa, Italy, Len Messenger,
the chairman of IUMI's energy and
offshore committee, told attendees
that offshore energy capacity is
shrinking—$3.25 billion in 2001
compared with $4.08 billion in
2000—though it still exceeds the
approximately $2.0 billion of ca-
pacity actually used this year.

Worldwide offshore energy ca-
pacity is about five times greater
than demand, said Mr. Messenger,
who is also vp, exploration and

production, at Zurich Global En-
ergy in London.

The latest loss ratio for offshore
energy insurance market is 106%,
he noted. A key reason for this
hardening is the explosion and
sinking of the Petroleo Brasileiro
S.A. P-36 oil rig off the coast of
Brazil in March. That loss cost in-
surers about $500 million, which
represented approximately 60% of
current worldwide offshore energy
insurance premiums, he said.

Other executives of the global
marine insurance market present-
ed overviews of the cargo and hull
markets (see related stories).

The IUMI meeting’s venue,
Genoa, is one of the Mediter-

ranean’s leading ports and home of
Italy’s largest marine insurer.

The host organizer for this year’s
conference was 1'Associazione
Nazionale fra le Imprese di Assicu-
razione, Italy’s national associa-
tion of insurance companies.

This year's theme was “Partners
in Commerce.” ANIA President
Alfonso Desiata said in the
keynote speech that this was cho-
sen to highlight the importance of
cooperation in trade and transport
by all parties to the chain, from
shipper to vessel owner to insurer.

Mr. Desiata also gave figures
showing the depressed state of the
Italian marine insurance market,
which were typical of the state of

the global marine insurance indus-
try. Marine premiums totaled
about 600 million euros ($550.3
million) in 2000, representing less
than 2% of the entire Italian non-
life insurance market. The loss ra-
tio for hull business was 145% and
was 68% for cargo, compared with
83% for the nonlife market as a
whole.

As a result, the number of insur-
ers operating in the field is contin-
uously decreasing, falling in the
hull class to 60 from 69 between
1997 and 2000 and in the cargo
class to 79 from 82.

Next year's IUMI conference
will be held in New York Sept. 15-
18, hosted by the New York-based
American Institute of Marine Un-
derwriters. Information will be
available at www.iumi-newyork-
2002.0rg. Bl
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INTERNATIONAL

GLOBAL BRIEFS

The Comite Europeen des Assur-
ances, the Paris-based trade associa-
tion of European insurers, will under-
take an in-depth study of insurance
coverage against terrorism following
the Sept. 11 U.S. terrorist attacks. The
CEA said its study would examine both
public and private coverage mecha-
nisms and propose changes where ap-
propriate. In addition, the association
plans to review regulatory and ac-
.counting provisions that may come into
play as a result of major terrorism loss-
es for insurers. The CEA intends to
work with the European Commission
and national governments....The
events of Sept. 11 have also led
Moody’s Investors Service to initiate a
review of its Aaa financial strength
rating of Munich Reinsurance Co., and
its debt and financial strength ratings
for Munich Re’s U.S. subsidiary, Amer-
ican Re-Insurance Co., for possible
downgrade. Moody's stated that Mu-
nich Re, along with other reinsurers,
faces a high level of uncertainty in esti-
mating losses from the recent terrorist
attacks due to its remoteness from the
businesses insured and the complexity
of the coverages and contracts that are
atfected....French insurer AXA Group
and bank BNP Paribas S.A. have
signed a draft agreement to “pursue in-
dustrial cooperation.” Under the
agreement, each company would con-
tinue to retain a minimal reciprocal
shareholding in the other, combined
with a mutual pre-emption right in the
event of a change in capital ownership
and control of either company. AXA
currently controls 7.0% of BNP
Paribas shares, and the agreement calls
for it to retain a minimum of 4.9%. The
bank controls a 22.25% shareholding
in Finaxa, AXA’s holding company,
and 2.0% of AXA shares. The agree-
ment is valid for three years with an
option fo renew.... Sampo Insurance
Co. Ltd. has cancelled its takeover bid
for Norwegian insurer Storebrand
A.S.A. after Sampo failed to acquire a
sufficient number of Storebrand
shares. Helsinki, Finland-based Sam-
po’s offer for Oslo-based Storebrand
was launched in June and expired on
Sept. 28. Sampo was unable to obtain
acceptances that would allow it to buy
the 90% of Storebrand’s shares it need-
ed under the terms of the offer....Loss
adjuster and insurer services provider
Crawford & Co. has been granted a li-
cense to operate in Vietnam. Crawford
(Vietnam) Ltd. has offices in Hanoi and
Ho Chi Minh City....Trenwick Group
Ltd. has revised its estimated net losses
from the Sept. 11 terrorist attacks to
$100 million. The Hamilton, Bermuda-
| based reinsurer previously estimated
that it would pay $75 million in claims
related to the attacks. The revised fig-
ure is based on an industrywide loss es-
timate of $35 billion to $40 billion,
Trenwick said...Wellington Under-
writing P.L.C. has sharply increased its
estimate of net losses from the Sept. 11
terrorist attacks to £50 million from
£30 million (to $73.7 million from $44.2
million). It said the adjustment is pri-
marily due to new data on its exposure
as a reinsurer. Wellington also an-
nounced it will double its Lloyd’s of
London syndicate 2020’s underwriting
capacity to £1 billion to reflect the
“dramatic” hardening of insurance
rates and will explore further options
to raise additional capital...Zurich
Global Energy has named Carla R.
Greaves vp and global casualty manag-
er in Bermuda. She previously was the
insurer’s branch manager in Bermuda.
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Shift from defined benefit to be slow

Japan allows DC pension plans

By MICHAEL BRADFORD

Employers in Japan now can set up de-
fined contribution pension plans, but the say
move away from defined benefit plans is
expected to be a slow one.

A new law that went into effect Oct. 1
in Japan permits employers to set up
plans modeled after the 401(k) plans used
in the United States. The plans also are
portable, allowing workers to transfer
their pensions when they change jobs.

Before the change, Japanese law al-
lowed only defined benefit pension plans.

The change will give Japanese employ-
ers an alternative to defined benefit
plans, which often are underfunded. De-
fined contribution plans also would al-
low employers to shift to employees some
of the liability associated with making
investment decisions.

The growth in the use of defined con-

said.

PHOTO: AFP

The 2001 Ryder Cup golf matches, scheduled for Sept. 28-30 in Eng-
land, were postponed until 2002 because of the Sept. 11 attacks.

Canceled events
prompt claims,
coverage crunch

By CAROLYN ALDRED

LONDON—High-profile event cancellations in the wake of the
Sept. 11 terrorist attacks, such as the postponement of the Ryder Cup
golf tournament, are giving rise to insurance claims, and event orga-
nizers are finding it increasingly difficult to insure events in the Lon-
don market.

Faced with many claims, cancellation underwriters are excluding
terrorism from standard event-cancellation policies and are hiking
rates as capacity shrinks, brokers say.

The cancellation market “no longer is providing any form of ter-
rorism cover as part of a standard policy. Some underwriters may be
prepared to write it separately, but for very high rates,” said Lloyd’s
of London underwriter Danny Burns, chairman of Lloyd’s Contin-
gency Business Panel.

“The extent of the loss (to the London market) was not contem-
plated by anybody. It is like an open wound. Everybody is assessing
what the degree of change will be and how to price cover when they
don'’t yet know the full consequences,” said Mr. Burns, who is con-
tingency underwriter for syndicate 102, managed by Goshawk Syn-
dicate Management Litd.

Policy wording for cancellation insurance likely will become more
restrictive, and policies may not cover terrorism at this point, said
David Close, a broker with London-based Adam Brothers Contin-
gency Ltd.

Meanwhile, rates for cancellation coverage may be increasing by at
least 50% in certain cases, Mr. Close said. Significantly higher prices
may prompt certain companies to consider the economics of buying

See Gameeted on next page

tribution plans will be gradual, but the
pace will increase in the coming years,
experts on the Japanese pension system

“It’s definitely going to pick up once
companies start converting their defined
benefit plans to defined contribution
plans,” said Henry Yan, international
employee benefits consultant with Price-
waterhouseCoopers in London.

One factor that will slow the growth of
the plans is the need to educate employ-
ees about investing, he noted. “It’s going
to take 15 years or more for them to be-
come educated in the equities market,” in
much the same way U.S. workers took
about a decade to learn how to invest in
401(k) retirement savings plans, Mr. Yan

While media reports about the new
plans have been abundant, Japanese em-
ployers have been slow to educate work-

plained.

ers about the change, Mr. Yan said. Be-
cause of Japan’s sluggish economy, mak-
ing pension plan changes has not been a
high priority for employers, he ex-

“The question is, are Japanese employ-
ees readv to take control of their fi-
nances?” said Charles Ruffel, chief exec-
utive officer of Japanpensions.com, an
Internet information service for pension
plan sponsors, which is based in Green-
wich, Conn. As for workers and their
companies, “there are going to be aspects
of this that are learned on the fly by the
Japanese. In theory, they should be able
to learn from the mistakes we made” in
the United States, he said.

Mr. Ruffel said that the move to de-

fined contribution plans would be slow

but sure.
The new law gives Japanese employers

See Japan on next page

Buyers in London
seeing prices rise,
terror cover vanish

By CAROLYN ALDRED

LONDON—Commercial prop-
erty/casualty insurers in the Lon-
don market are implementing
terrorism exclusions, capacity re-
strictions and large rate increases
as policies come up for renewal.

In expectation of massive loss-
es following the terrorist attacks
in the United States on Sept. 11,
the London market is struggling
to curb its exposure to future ter-
rorist losses and recoup some of
its existing losses.

And with capacity restrictions
also being imposed, risk mangers
with programs placed in London
may have to restructure their
programs.

Some policyholders also face
canceled insurance coverage as
at least one Lloyd’s of London
syndicate last week issued no-
tices of cancellation on some of
its policies expiring after Dec. 31,
2001.

Underwriters and brokers in
London point out that the mar-
ket is changing daily, almost
hourly. The market is in turmoil
and risk managers will find re-
newals tough and expensive,
they say.

“The market is all over the
place in terms of pricing, It is go-
ing to take several weeks to find
a level,” said John Eltham, direc-
tor of the special risks unit of
London-based broker The Miller
Insurance Group Lid.

“The market is very fluid, it is
changing continually,” noted an-
other broker, who did not wish to
be named.

One change that seems certain,
however, it is the removal of ter-
rorism coverage in most proper-
ty/casualty programs.

Last week, almost no insurers
in the London property/casualty
market would include insurance
for terrorism in standard com-
mercial insurance programs, bro-

kers agreed.

Most insurers are adding a
newly drafted war exclusion,
which now includes terrorism,
into standard property and casu-
alty policies. Some are prepared
to write terrorism as a stand-
alone coverage, but most will not
offer any cover for terrorist risks,
they say.

“After the events of Sept. 11,
underwriters now are not pre-
pared to include terrorism as
part of a standard property cov-
er. Underwriters believe terror-
ism cover may well be excluded
by reinsurers, at renewal of their
treaties, and are not prepared to
write the business without rein-
surance,” said Alastair Blades,
property underwriter for syndi-
cate 623, managed by Beazley
Furlonge Litd.

Risk managers with renewals
after Oct. 1 will likely have to
buy terrorism insurance as a
stand-alone policy or accept that
their property will not be insured
for terrorism incidents.

“We have added terrorism to
our standard war and civil war
exclusion and clients understand
and are accepting this,” said Mr.
Blades.

The exclusions are, in part, a
response to a lack of reinsurance
coverage. Several property facul-
tative reinsurers have indicated
that they will no longer cover ter-
rorism riszs. As a result, most un-
derwriters expect most reinsur-
ers likely will exclude terrorism
coverage in January 2002 treaty
renewals.

A spokesman for Munich Rein-
surance Co., in Munich, Ger-
many, said: “Terrorism has a new
dimension. The size of the New
York losses were not imagined
before. It is quite clear that this
peril has to be reconsidered thor-
oughly. This is the beginning of
the renewal season and I imagine

SeeChanges on page 47
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Continued from previous page
the opportunity to move away
from defined benefit plans,
which for most companies are
showing significant shortfalls.
“It’s in their interest to move
away from the huge defined
benefits sinkhole” to a plan that
transfers the risk of investing to
employees, Mr. Ruffel said.

However, the law requires an
employer to make whole its de-
fined benefit plan before a de-
fined contribution plan can be
implemented.

Mr. Yan said that the first em-
ployers to begin offering defined
contribution plans likely would
be those with no pension offer-
ings in place. Given the huge
shortfalls in most defined bene-
fit plans and the sluggish econo-
my, erasing the deficits will take

time, he explained.

If a company has both a de-
fined benefit and a defined con-
tribution plan, it can contribute
no more than 216,000 yen
($1,792) per year to each ac-
count in the defined contribu-
tion plan.

If only a defined contribution
plan is offered, the annual con-
tribution to an employee’s ac-
count can be as high as 432,000
yen ($3,585).

The new plans also can be
transferred when an employee
changes jobs. As Japanese soci-
ety has moved away from an
employment environment in
which workers generally stayed
at the same job for life, portabil-
ity of pension plans has become
important, Mr. Yan said. )

“That’s a very big change,” he
said. “Under a defined benefit
plan, they could only take their
benefits when they retired.”

Canceled

Continued from previous page
coverage, particularly because their
other insurance costs may rise as
well, he said.

James Hopper, a cancellation bro-
ker with Marsh Ltd. in London, said
he had already received many in-
quiries from clients who were anx-
ious because they have not bought
cancellation coverage.

However, at least one syndicate
was still willing to include coverage
for terrorism in event-cancellation
policies last week, although on a
limited, case-by-case basis.

Davic. Bruce, cancellation under-
writer for syndicate 33, managed by
Hiscox Syndicates Ltd., confirmed
that he would cover terrorism for
certain risks—for a “substantial”
oremium,

Mr. Bruce made his remarks
shortly before a two-day visit with

his reinsurer in Munich, where he
planned to discuss coverage matters.
Insurers and brokers expect many

A claim believed to
be about $12
million is being
processed in London
over the Ryder Cup
golf tournament
being postponed.

claims will be paid for events can-
celled immediately following the at-
tacks, although underwriters are
likely to balk at claims for events
cancelled weeks later.

Among the cancellation claims
currently being settled in the Lon-
don market is a claim for the post-
ponement of the Ryder Cup, a bien-
nial golf competition among teams
from Europe and America. The
tournament, which was scheduled
for Sept. 28-30 in Sutton Coldfield,
England, was postponed until next
year, after the American team de-
cided against attending so soon after
the World Trade Center tragedy. A
spokesman for Warren, N.J.-based
Chubb Corp., which leads the insur-
ance coverage for the event, declined
to comment on the policy, as did
London-based Marsh, which placed
the risk.

Sources in the London market
confirmed, though, that the claim,
which is believed to total about $12
million, is being processed.

Goshawk Chief Executive An-
drew Gammell confirmed that syn-
dicate 102 expects to pay a claim on
the policy.
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Changes

Continued from page 45

that the whole market is going to be
very, very prudent regarding this
risk.”

But Mr. Blades of Beazley Fur-
longe, as well as some other under-
writers, will write terrorism cover-
age on a stand-alone basis. By writ-
ing the coverage under a separate
policy, insurers can more accurately
assess and price their exposures,
said Mr. Blades.

Mr. Eltham of Miller said that
while some syndicates still are pre-
pared to write terrorism risks as a
stand-alone coverage, capacity is

Capacity of up to about $300 mil-
lion is available in London, but un-
derwriters are closely examining
their total aggregates for terrorism
exposure, he said.

Even with terrorism excluded
from most policies, risk managers
with upcoming renewals in London
face huge price increases and re-
ductions in coverage, brokers and
underwriters say. Indeed, they say,
renewals will be an uphill battle, as
buyers try to place programs in a
market faced with huge losses and
dramatically reduced capacity.

Last week, syndicate 1009, man-
aged by Markel International Litd.,
issued notices of cancellation on
some policies covering hull, cargo,
specie, energy, liability and proper-
ty risks as it sought to put a new
reinsurance program in place. The
canceled policies have expiration
dates after Dec. 31, 2002, the date at
which the syndicate’s current rein-
surance program is due to be re-
newed.

Markel is seeking to place a new
reinsurance contract, “which will

be effective within the next few
weeks,” said Jeremy Cooke, presi-
dent of Markel International.

The syndicate “can extend the af-
fected policies by a maximum of 30
days and can still offer net lines on
new business if required,” Mr.
Cooke said.

Meanwhile, in the nonmarine
market, U.S. property accounts face
rate increases of between 75% and
400%, estimated one leading Lon-
don property underwriter, who did
not wish to be named.

In addition, capacity has fallen, as
insurers facing large losses have
withdrawn from some lines of busi-
ness and other insurers fearing a
confraction in reinsurance capacity
have curbed their own activities.

As a result, risk managers may
have to restructure their programs
and pay two to three times more for
less coverage, he said.

Brokers confirmed that some U.S.
accounts were being charged multi-
ples of the rates used last year.

“A lot of capacity has gone out of
the market in many areas, and no
one is certain what is going to hap-
pen. We are being told that we are
looking at a long-term struggle,”
said David Gamble, executive di-
rector of the Assn. of Insurance &
Risk Managers in London.

French risk manager Thierry van
Santen, incoming chairman of the
Federation of European Risk Man-
agement Assns., said “the situation
is changing every day, and much
depends on what the reinsurers will
do.”

While the market was hardening
before the attacks and risk man-
agers were expecting increases of
between 256% and 30%, risk man-
agers in Europe now are looking at
rate increases of at least 40% to
50% across the board.

Pointing out polluters

Agency report faults management attitudes

By CAROLYN ALDRED

Companies must do more to
prevent pollution, the chief exec-
utive of the Environment Agency
for England and Wales says in a
recent agency report.

Last year, the Environment
Agency prosecuted nearly 700
susinesses and individuals for
serious pollution offenses, ac-
cording to the report. The offens-
=5 usually involved negligence,
leliberate acts or basic manage-
ment failings, the report says.

“Businesses must understand
heir responsibilities to the pub-
ic and the environment. We
need to see a culture change
across management, with zero
lolerance for pollution, replacing
apathy and acceptance of poor
snvironmental performance,”
says Environment Agency Chief
Executive Barbara Young in the
report.

The report, titled “Spotlight on
Business Environmental Perfor-
mance,” lists the companies most
requently prosecuted by the En-
vironment Agency for pollution
n 2000, ranking offenders by the
size of the fines levied against
them,

The report notes that seven
ompany directors and senior
r.anagers were personally con-
victed or fined as a result of
orosecutions undertaken by the

agency in 2000.

“Pollution incidents occur
through businesses failing to put
in place adequate environmental
management systems and be-
cause they have not provided
sufficient training and aware-
ness programs for their staff. We
call for company boards to take
responsibility,” Ms. Young says
in the report.

The report also calls for an in-
crease in the level of fines im-
posed by courts on companies
and individuals for pollution of-
fenses.

“Most fines that the courts im-
pose still do not reflect the high
impact that pollution incidents
have had on the environment
and human health. Low fines
continue to be an insufficient de-
terrent, as it can be cheaper to
pollute than put in place mea-
sures to prevent pollution eccur-
ring in the first place,” writes
Ms. Young. She adds that “the
Environment Agency will en-
force environmental standards,
but fines will need to substan-
tially increase for businesses to
understand the environment’s
true value, and the business risks
and liabilities they face.”

®

The report can be viewed on
the Environment Agency’s Web
site, www.environment-agency,
gov.uk.

Allison

Continued from page 3

of rain before swinging across
Louisiana, Mississippi and Flor-
ida and then heading up the East
Coast. The storm caused damage
as far north as Pennsylvania,
where it left $215 million in in-
sured property losses, and in
New Jersey, where PCS recorded
another $10 million in property
losses.

Tom Upman, vp of property
claims at CNA Financial Corp. in
Chicago, said the storm, particu-
larly in Texas, “was clearly an
event that extraordinarily im-
pacted the commercial lines as
opposed to personal lines busi-
ness. Because of the magnitude
of the storm that “camped out
over Texas...you can understand
why it impacted the commercial
lines book of business the way it
did,” he said.

That Allison was an aberration
in terms of the amount of com-
mercial damage it produced is
“an absolute certainty,” said Joe
Williams, chairman and chief ex-
ecutive officer of Houston-based
brokerage Wisenberg Insurance
+ Risk Management. “This storm
devastated a considerable num-
ber of downtown buildings and
totally devastated the Texas
Medical Center,” he said.

Baylor College of Medicine, lo-
cated at the Texas Medical Cen-
ter complex, suffered a loss of
around $495 million, including
property damage and business
interruption expenses, said a
Baylor spokeswoman. The
largest part of the loss was due to
floodwaters that rushed into
lower floors and ruined research
labs, a bookstore and a cafeteria.
Around 30,000 research animals,
mostly mice and rats, perished in

the floodwaters.

Coverage written by Zurich
North America will pay for an
undetermined portion of Baylor’s
losses, the spokeswoman said.

The Harris County Appraisal
District put damage at $960 mil-
lion to 526 commercial buildings
in Houston. Another $122 mil-
lion in inventory was damaged.
Those figures do not include
damage to medical, government
and arts buildings or to property
outside city limits.

“This is the first time we've
seen this type of thing,” said the

Tropical Storm Alli-
son ‘was clearly an
event that extraordi-
narily impacted the
commercial lines
business.’

— Tom Upman
CNA Financial Corp.

district’s chief appraiser, Jim
Robinson. Houston has experi-
enced significant flooding in the
past but nothing of Allison’s
magnitude, he noted.

Much of the downtown flood-
ing occurred when water rushed
through a series of tunnels, ruin-
ing underground restaurants and
shops. The water found its way
into lower floors of buildings ad-
jacent to the tunnels.

Mr. Upman of CNA pointed
cut that “the vast majority of
commercial policies” do not cov-
er flood damage. Instead, that
coverage has to be written sepa-
rately, carrying its own limits
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and deductibles.

Because commercial property
owners in many cases had no
flood coverage, that could be
part of the reason there were far
fewer commercial lines claims
than those from personal lines
policyholders, Mr. Upman sug-
gested.

Some property owners already
are making changes to prepare
for the potential for future flood-
ing.

Baylor College of Medicine,
which still does not have access
to its basement and sub-base-
ment, is conducting an analysis
to determine where and how wa-
ter entered the building. A re-
taining wall has been put in
place where it is evident that wa-
ter entered, and a berm that pro-
tects a courtyard has been shored
up. Plans call for flood doors to
be installed in other areas.

The spokeswoman for the fa-
cility said the storm was of such
magnitude that planning for it
was nearly impossible. “It was
such an unusual storm in that it
hung over the medical center,”
she said. “Even if we were plan-
ning for a worst-case scenario,
we never would have anticipated
that much rain from a single
storm.”

The city of Houston, which
suffered around $39 million in
damage to its property, is look-
ing at ways to prevent water
from rushing into the tunnel sys-
tem, said a spokeswoman for
Houston Mayor Lee P. Brown’s
office. So far, no solutions have
emerged.

Mr. Robinson, the appraiser,
said, “There’s going to have to be
some money spent by owners of
some of the major buildings” in
Houston’s downtown to put in
“safeguards to prevent that type
of flooding in the future.”
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COMMENTARY —

Don’t believe
all that you read

Shortly after the attack on the World Trade Center, the Internet was
abuzz with a fast-moving rumor that the tragedy had been predicted
hundreds of years ago by the French astrologer Nostradamus, who
allegedly said that the disaster would start a third world war.

The No. 1 search term on various Internet search engines for a while
after the attacks was “Nostradamus,” as people around the world
sought out more information on the 16th century French mystic. The
search engine Google and online retailer Amazon.com were among the
sites that saw searches for “Nostradamus” spike, outnumbering all
other inquiries for a time. And a Web site maintained for the study of
‘Nostradamus’ writings, www.nostradamus-repository.org, has shut
down some of its features until the frenzy subsides, as traffic has
overloaded the site’s resources.

Several quatrains atfributed to Nostradamus were making the
rounds after the WT'C attack.

One reads:

In the City of God there will be a great thunder,

Two brothers torn apart by chaos,

While the fortress endures, the great leader will succumb.

The third big war will begin when the big city is burning.
\ Another says:

In the year of the new century and nine
months,

From the sky will come a great King of
Terror.

The skey will burn at forty-five degrees;

Fire approaches the new city.

After a time, the cynical mainstream news
media did its best to quash all hope that this
rumor has any basis in fact. They pointed out
that the quatrains were cited as having been
written in the 1650s, while Nostradamus died in
1566. They said that he never even wrote the
words above, or that some lines were taken from actual quatrains from
his writings and mixed up with nonsense. They sneered at the
possibility that a rural French seer could, only a couple of decades
after Columbus set foot in the New World, foresee the destruction of
twin skyscrapers in Manhattan by jet airplanes, more than 500 years
into the future. -

But keeping an open mind, and being a faithful reader of The
Weekly World News, I decided to peruse the writings of Nostradamus
and learn for myself whether his predictions foretold current events. I
was amazed at what I discovered.

There is a quatrain that reads:

After a day of much toil,

A traveler will fall into a deep pit,

Creating a great explosion
That will cause much sorrow and strife.

This is amazing: Last week, while driving home from the office, T hit
a giant Chicago pothole and blew out a tire! And I was really upset at
the cost of replacing it the next day, but not half as upset as my wife,
who scolded me for not taking the train to work. How could he have
known this? I read on:

In a dark place, something awaits
Left behind by the clawed beast,
To be discovered by the unwary.
It is foul and unnatural.

Well surely this refers to the surprise I had a few months ago, when I
put my foot into one of my shoes and discovered that one of my cats
had only recently deposited a giant hairball within. When it comes to
predicting misfortune, this guy was really on the ball! Incredible!

How about another:

In the lane bounded by the Wall

The egg will crack wide open

And the treasure within will vanish

As speculation gives way to hysteria.

OK, this is eerie. It describes exactly what has happened to my
retirement plan investments in the stock market over the past year. I
fry one more:

In the third millennium, the day will come

When the bear child will rise up

After a long period of slumber

To defeat all foes and reign again.

All right! I told you the Cubs would win the World Series! Now you
know this guy is right on the money.

Believe it, or not.

Paul D. Winston

Editor Paul D. Winston's commentary appears fortnightly and on
www.businessinsurance.com. He can be reached ot
pwinston@crain.com.

Intenrupted

Continued from page 1

access to the place of business
is prohibited by order of civil
authorities, such as the police.
The ingress/egress endorse-
ment responds if income is lost
because a business owner can-
not access the business because
of an impediment, such as a
flood. Service interruption cov-
erage pays if utilities are cut
off, and contingent business in-
terruption pays if losses are in-
curred because other entities
upon which a business is de-
pendent fail to provide goods

or services necessary to its op-'

erations.

“In 25 years, I have never
seen a loss of such immense
complexity. Most interesting is
the convergence of exception-
ally broad coverage, much of
which was placed in soft mar-
kets, and the unprecedented
losses to financial institutions,
many of which have never be-
fore experienced a business in-
terruption loss, let alone of this
magnitude,” Mr. Dempsey said.

“Many corporations have an-
nounced publicly that they ex-
pect insurance to respond to
their losses. The insurance
markets are privately stating
otherwise,” he said. “It’s going
to be very interesting going for-
ward. The big question in my
mind is, with so much money at
stake, can coverage litigation
be far behind?”

Because of the wide variety
of coverages available and the
extended time periods that may
be involved, the full cost of
business interruption claims
resulting from the Sept. 11 at-
tacks may not be known for as
long as a year, said Donald
Griffin, director of business
and personal lines for the Na-
tional Assn. of Independent In-
surers in Des Plaines, I,

Furthermore, the loss figure
may grow over time if telecom-
munications problems persist,
particularly for financial ser-
vices companies, and if contin-
gent business interruption loss-
es mount, according to the

- NAIL

“Most markets have not tak-
en positions on the magnitude
of business interruption cover-
ages,” said Paul McVey, na-
tional property claims practice
leader for Marsh Inc. in New
York.

Mr. McVey said he expects,
though, that some coverage
discussions about contingent
business interruption claims
filed by businesses outside of
the affected area, as well as
some claims by hotels, will be
“difficult.”

The broker will go to bat for
these clients if there is a logical
argument for coverage, he said.

Lance Ewing, senior director
of insurance and loss preven-
tion at Las Vegas-based GES
Exposition Services, said he is
prepared to litigate if necessary
to obtain reimbursement for
the income lost when trade
shows were canceled after the
attacks.

Throughout the exposition
industry, more than 200 trade
shows and conventions have
been canceled, he said, adding
that “well over 50” were being
conducted by GES. “It's cost-

ing us millions,” Mr. Ewing
said.

In addition, civil authorities
forced GES to shut down
shows in Atlanta, the District
of Columbia, Orlando and San
Francisco, he said. And in New
York, GES was ordered to
evacuate the Jacob K. Javits
Convention Center, where it
was conducting a manufactur-
ers show, immediately follow-
ing the attack, so that the facil-
ity could be used as a makeshift
morgue, Mr. Ewing said.

“At this point in time, we're
using our broker to help with
the claim,” he said. GES’ insur-
ance broker is Willis North
America Inc. Mr. Ewing said he
is “cautiously optimistic” that
GES’ insurer, Factory Mutual
Insurance Co., will pay the
claims. Johnston, R.I.-based
Factory Mutual does business
as FM Global.

A spokesman for FM Global
declined to discuss specific
claims related to the attacks
and said the insurer has not
taken a stance publicly on
business interruption claims.

“Will it be contentious? Yes,”
Mr. Ewing said. “Will there be
litigation? Possibly.”

Many companies
‘think they’re not
covered...but they
should review their
business interrup-
tion policies.’

— Rebecca Szelc
Deloitte & Touche L.L.P.

Marriott International Inc.’s
director of insurance, Hector A.
Mastrapa, said he hopes his
longstanding relationship with
his insurer will make the reso-
lution of the Washington-based
hotelier’s business interruption
claim a little easier.

Marriott manages 800 hotels
across the country, 90% of
which are covered by a single
blanket property policy under-
written by FM Global, Mr.
Mastrapa said.

Marriott meets the require-
ment present in most property
policies that there be actual
physical damage to trigger
business interruption coverage.
Marriott’s World Trade Center
property was destroyed, and its
nearby World Financial Center
property is still closed due to
the damage it sustained when
the WTC towers collapsed.

Mr. Mastrapa estimates a
three-year business income loss
for the WTC property, while
the WFC hotel could open as
early as Jan. 1, 2002.

But “there is a question
about how far the civil authori-
ty coverage will go,” he said. In
addition to the New York loss-
es, Marriott lost considerable
revenues nationwide due to air-
port closures, Mr. Mastrapa
said.

Current economic conditions
also could have an impact, he
said.

“Clearly, there’s going to be a
dialogue between all the par-

Business Insurance, October 8, 2001 / 49

ties involved because of the
economic factors we are fac-
ing,” he said. “Those are the is-
sues we're working out with
our accountant.”

Marriott has hired BDO Sei-
dman L.L.P., a claims consult-
ing and forensic accounting
firm based in New York thaf
also helped Marriott calculate
its business income losses from
a fire at its property in Vail
Colo., last winter. Glenn
Pomerantz, a claims consultant
with BDO Seidman, said he has
been engaged by five large
clients to handle their business
interruption claims after hav-
ing spoken to about 15 since
the attack.

Most of the others, especially
small and midsized financial
services companies, are filing
property and extra-expense
claims, Mr. Pomerantz said
Extra-expense coverage pays
any costs necessary for a poli-
cyholder to become operational
again, such as relocation ex-
penses or rent for temporary
quarters, he explained.

Blair Basham, director of risk
and insurance at USF World-
wide, a freight-forwarding
company based in Itasca, Il
said he isn’t filing a business
interruption claim even though
“for the first 10 days aiter the
attack, there were no planes
flying, so there was no air
freight.”

“A  business interruptior
claim requires a direct physical
loss to you that stops your abil-
ity to do business,” Mr, Basham
said.

And while USF Worldwide
does have civil authority cover-
age, that coverage also is limit-
ed, Mr. Bacsham said. Accord-
ing to the wording on USF
Worldwide’s property policy.
which is underwritten by
Chubb Corp., coverage applies
only to business income lost or
expenses incurred “due to ac-
tual impairment of your opera-
tions when civil authority pro-
hibits access to your premises,”

_he said, emphasizing the word

“premises.”

Because civil authorities did
not prohibit access to USF
Worldwide’s “premises” in
Itasca, Ill., the company likely
isn’'t covered, Mr. Basham said.

“A lot of companies unfortu-
nately think they're not cov-
ered, but they should review
their business interruption
policies” before making that
determination, advised Rebec-
ca Szelc, a principal in the Dal-
las office of Deloitte & Touche
L. LB,

She noted, for example, that
contingent business interrup-
tion coverage could respond
even if the policyholders didn'
sustain physical property dam-
age.

Contingent business inter-
ruption coverage applies to in-
come that is lost because dam-
age to a supplier or customer
disrupts operations, explained
Brad Murlick, North American
practice leader for business in-
terruption claims consulting
for Deloitte & Touche in Chica-
go.
“Say an automobile manu-
facturer couldn’t get parts from
Canada or Mexico because of
the border closures,” he said
“Basically, anything along the
food chain is covered.” E



50 / Octoher 8, 2001, Business Insurance

Aviation

Continued from page 3

attacks, the loss-plagued commer-
cial aviation insurance market al-
ready had been hardening.

Commercial aviation underwrit-
ers sought 20% to 50% increases
in rates or premiums depending on
the risk, said Nigel Weyman, a

- managing director for the Heath-
Lambert Aerospace division at
broker HLF Insurance Holdings
Litd.

Shortly after the terrorist at-
tacks, aviation underwriters with-
drew quotes for coverage they had
not bound and canceled airlines’
and airports’ terrorism liability
coverage.

Aviation insurers then allowed
only airlines to purchase $50 mil-
lion of the terrorism coverage for a
surcharge of $1.25 per ticketed
passenger. The limits were a frac-
tion of the amount that airlines
previously had, and airlines
worldwide threatened to shut
down if they could not cover the
risk.

London brokers Aon Ltd., HLF,
Marsh Ltd. and Willis Group
Holdings Ltd. pulled together a
separate market that provides air-
lines $1 billion of excess terrorism
coverage (BI, Sept. 24). Only non-
U.S. airlines are taking advantage
of the market initially, because the
U.S. airline rescue law set up the
federal government for six months
as airlines’ terrorism liability in-
surer for losses exceeding $100
million.

With most airlines renewing
their liability and hull coverage in
November or December, only a
few airlines had Oct. 1 renewals.
Those included United Airlines,
which lost two jets during the
Sept. 11 hijackings, American
Trans Air and USAir.

The good news for the airlines
was they completed their renewals
and obtained the policy limits they
sought, observed Wayne Wignes,
managing director in Chicago for
broker Aon Aviation, a division of
Aon Corp.

A “clean airline” with an expir-
ing “competitive rate,” however,
absorbed a 70% to 100% increase
in its base liability rate, which
does not include the terrorism cov-
erage surcharge, said Heath-Lam-
bert’s Mr. Weyman.

Underwriters socked other air-

lines with 150% to 200% rate
hikes, he said.

Another market source estimat-
ed that, after factoring in the ter-
rorism liability coverage sur-
charge, rate hikes ranged from
several hundred percent for large
airlines that fly long routes to
“thousands of percent” for smaller
airlines that fly short routes and
therefore carry more ticketed pas-
sengers.

For airlines renewing later this
fall, all of the market changes
mean that “cost increases of 400%
to 500% should be expected,” Mr.
Wignes said.

For airlines renewing

later this fall,

‘cost increases of

400% to 500%

should be expected.’
— Wayne Wignes

Aon Aviation

American Airlines, the other air-
line that the Sept. 11 hijackers tar-
geted, renews Dec. 1.

The commercial aviation market
now hopes to generate about $4.5
billion to $4.7 billion in premiums
this year, or more than double its
pre-attack goal, Mr. Weyman said.
He noted, though, that losses due
to the terrorist attacks, in addition
to the market’s typical yearly loss-
es, would exceed that premium
volume.

But the market may not be able
to generate that much premium,
which could lead to a rougher re-
newal season in the fall of 2002 for
those airlines with Oct. 1 renewal
dates, a market source noted.

That is because the rates for air-
lines that have renewed Oct. 1
were based on exposures that like-
ly will diminish over the next 12
months, as those airlines imple-
ment their announced service cut-
backs. Underwriters, therefore,
likely will try to make up that pre-
mium shortfall next autumn, the
source said.

U.S. airports, meanwhile, con-
tinued to operate last week with-
out terrorism liability coverage, as
the same four brokers that pulled

together the excess terrorism lia-
bility market for airlines worked
on creating a new market for air-
ports.

New York-based American In-
ternational Group Inc., one of the
numerous insurers that participate

on the terrorism coverage line slip

for airlines, is offering airports $50
million of primary limits.

But airports are balking at the
cost—a multiple of the premium
that airports traditionally have
paid for all of their liability insur-
ance, brokers say.

The market momentum for cre-
ating an excess program “has died
a bit” because airports are not pre-
pared o spend the money neces-
sary to purchase the coverage, Aon
Aviation’s Mr. Wignes said.

In acdition, because the excess
terrorism coverage for airports
would not generate as much total
premium for underwriters as the
airline facility will, more under-
writers must be willing to assume
a greater percentage of the airport
risk than the 5% line that many
underwriters took on the airlines’
line slip, he said.

Underwriters also are concerned
about airports’ ability to service
their debt, after Standard & Poor's
Corp. placed all North American
airports on CreditWatch with neg-
ative implications on Sept. 21 be-
cause of the downturn in air trav-
el, said aviation broker Don Bing-
ham, president of Van Beurden In-
surance Services Inc. of Seattle.

But, Mr. Wignes said, “I think
there will be a morph in the per-
spective of airport buyers and un-
derwriters.” He predicted an ex-
cess market likely would be creat-
ed by Nov. 1.

A survey of ACI members shows
that an “overwhelming number”
want Congress to create govern-
ment-sponsored terrorism cover-

age for airports, the ACI
spokesman said.
The ACI also is pushing

Congress to “stretch” an airline
rescue law provision that allows
airlines to cover the risks of their
vendors and contractors. While
airports may not fali into either
category, some specific airport
functions may, the spokesman
said.

But “Congress is only dealing
with crises. People are saying it's a
crisis, but they’re not shutting
down,” he said. “So Congress just
isn’t paying attention.”

Reliance

Continued from page 3
Reliance’s financial condition was
revealed in recent weeks to be far
worse than believed when the insur-
er entered voluntary rehabilitation
May 29 (BI, June 18). At that time,
the insurer had not yet filed a year-
end 2000 financial statement but re-
ported a $220 million deficit in poli-
cyholder surplus as of Dec. 31. Re-
liance finally produced an unaudit-
ed 2000 statement two months ago
showing surplus of negative $730
million, and a first-quarter 2001 re-
port on Sept. 29 showed that the in-
solvency had widened to $1.05 bil-
lion as of March 31, court filings say.
Of $8.81 billion in assets as of
March 31, $5.91 billion, or 67%, con-
sisted of reinsurance recoverables,
including $4.67 billion recoverable
on direct insurance business, $852.9
million on paid losses and expenses
and $385.8 million on assumed rein-
surance business, court filings show.

Reinsurance recoveries also repre-
sented about 65% of the insurer's
cash receipts, but those recoveries
have slowed since the start of the
year, and the Sept. 11 attack made
things worse, regulators say.

Aon Re Worldwide acted as Re-
liance’s reinsurance broker, while
other Aon units provided premium
collection and third-party adminis-
tration services, an Insurance De-
partment spokeswoman said. Marsh
also collected premiums, while
Hartford Insurance Co. acted as a
Reliance TPA and SCOR U .S. Corp.
was a Reliance reinsurer. All had of-
fices in the World Trade Center.

Among Reliance’s more than
1,000 reinsurers are many that face
huge losses from the attack, which
may slow Reliance’s own recoveries
in the future, the spokeswoman said.

For September, when reinsurance
recoveries fell short of expectations,
Reliance’s paid losses and operating
expenses totaled more than $111
million, while its cash receipts, in-
cluding some asset sales, totaled

only $80 million, leaving a $31 mil-
lion shortfall, court filings report.
Regulators expect even larger
deficits for the rest of this year as
reinsurance recoveries slow further
and claims—including some arising
from 170 lawsuits against Reliance
policyholders scheduled for trial by
the end of November—increase.

Meanwhile, Reliance faces other
problems. One of its largest assets,
for example, is a block of 11.2 mil-
lion shares of Symbol Technologies
stock that was worth $285.3 million
as of March 31 but has since plum-
meted to less than half that value.
Regulators are also trying to recover
$95 million in tax refunds they say
Reliance is owed by its parent, Re-
liance Group Holdings Inc., which is
in Chapter 11 reorganization.

The Pennsylvania Department
will notify Reliance policyholders
within the next several weeks of
claims-filing procedures and dead-
lines, which cannot be less than a
year after notice of the liquidation
order, the spokeswoman said.

Pool

Continued from page 1

ple pool construed in a way that
does not get involved in the divi-
sive question of federal insur-
ance regulation, said Ann Spra-
gens, Alliance senior vp-public
policy development. The reten-
tion requirements of participants
vary as well under the plans, as
does the point at which federal
reinsurance would kick in.

The proliferation of plans re-
flects a sense of urgency, noted
Joel Wood, senior vp-govern-
ment affairs for the Council of
Insurance Agents & Brokers in
Washington.

“In my 14 years in the indus-
try, there has never before been
such a desperate need for cohe-
sion, because there is an absolute
crackup in the marketplace that
started with Oct. 1 renewals,”
said Mr. Wood. “We think the
ATA proposal is an excellent
template for a congressional re-
sponse, and this is not an issue
where Congress should think
about it for six or eight months.
This is a crisis, and the crisis is
occurring every day.”

“We have put our own propos-
al together, but we strongly feel
that all of the proposals we see
coming from the industry have
an awful lot in common. We see
the industry being able to rally
around one proposal,” said Carl
Parks, senior vp-government re-
lations for the NAII in Washing-
ton.

The Risk & Insurance Manage-
ment Society Inc. has been re-
viewing the AIA proposal, said
David Mair, the New York-based
group’s president, who also is as-
sociate director for risk manage-
ment for the U.S. Olympic Com-
mittee in Colorado Springs,
Colo.

He noted that RIMS has not
endorsed the AIA proposal and
added that “the principle of us-
ing a federally chartered rein-
surance pool may raise some
concerns because it puts the tax-

payer in the loop. However, we
think it meets the objective of
maintaining an available rein-
surance source, at least in the
short term. The current proposal
is not without some drawbacks,
and we'll work with AIA,
Congress and the administration
in order to try to address those
shortcomings,” he said.

From RIMS' perspective, one
of the major drawbacks is that
the ATA proposal only focuses on
domestic property, whereas
RIMS would prefer that the pool
cover U.S. companies’ U.S.-in-
sured overseas properties as
well, he said.

Industry officials remain con-
fident that they will be able to
overcome past problems and
present Congress and the admin-
istration with a single proposal.

“We are very hopeful that the
industry can get together behind
a single proposal because that
gives it the best chance of being
enacted,” said David M. Farmer,
senior vp-federal affairs in the
Alliance’s Washington office.

“We're in the spirit of trying to
work things out the best we
can,” said RAA President Frank
Nutter. “There’s recognition that
we have had a history of dis-
agreements, but we’re trying to
address these constructively
without peeling off into different
camps. We're all in the same
community. We may not yet be
in the same neighborhood, but
we’re working to do that.”

“We're anticipating coalescing
around some ideas,” said Leigh
Ann Pusey, senior vp-federal af-
Zairs for the AIA. “I think the in-
dustry is surprisingly united on
their general approach—the in-
dustry wants to preserve the pri-
vate market, but there is no pri-
vate market regarding terrorism
on the reinsurance side. We're
united in our message needing
help, as much as we'd like to pre-
serve a private market. We're
coming to Congress reluctantly
with this because there is no pri-
vate reinsurance market cover-
ing terrorism.”
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Pegram

Continued from page I

The finding in Pegram is nar-
owly focused on the issue of
iduciary duty and whether
reating physicians become
CRISA fiduciaries when they
nake “mixed” decisions.

But language in the decision
hat is not directly related to
his finding also has attracted
significant  interest. Judge
Souter distinguished between
oure eligibility decisions, pure
reatment decisions and so-
alled “mixed decisions” that
2ombined elements of both. “In
oractical terms, these eligibility
lecisions cannot be untangled
rom physicians’ judgments
ibout reasonable medical treat-
ment,” he wrote.

Observers say while pure
reatment decisions by a physi-
’ian would presumably be cov-
red under state malpractice
aws, and pure eligibility deeci-
sions pre-empted by ERISA,
ludge Souter leaves unanswered
he question of whether ERISA
should pre-empt mixed deci-
sions as well.

“It’s always been pretty clear
jou can sue the HMO for poor
nedical judgment,” said Mary
tllen Signorille, staff attorney
or the AARP Foundation Liti-
sation in Washington. “Assum-
ng that either the HMO, or the
AMO acting through physicians,
s not providing appropriate
nedical care, then you should
»e able to sue” for medical mal-
yractice, she said.

At the same time, in an exam-
sle of a “pure coverage” issue,
IRISA would pre-empt a suit
1y a hemophiliac whose benefit
ilan refused to cover a blood
ransfusion. Damages under
JRISA generally are limited to
he actual benefits that were not
roperly provided.

The problem is when mixed
ligibility and coverage deci-
ions arise, Ms. Signorille said.
«n example would be a case
shere a primary care physician
ays an angioplasty is needed
or a heart problem and the

IMO does not disagree there is
heart .- problem but says,

We're not going to pay for it,
e don’t think it’s medically
ecessary” and orders cheaper
ledications instead, she said.
Judge Souter’s  decision
seemed to indicate” these cases
re not pre-empted, but he was
ot specific, said Ms. Signorille.

Daly D.E. Temthine, an attor-
ey with Epstein, Becker &
Teen in Washington, said, “I
iink he was intentionally
ague, and that’s because Pe-
ram was about a very specific

sue, and the plaintiff’s bar has
zen trying to read an awful lot
ito Pegram.”

Mr. Temthine said, “I think

1e Supreme Court was proba-

-y hoping that the patient’s bill

. rights legislation in some

tm would be enacted, because

1at legislation would have at-
mpted, or at least was intend-

L, to address many of the issues

.at have been left open by Pe-

am” as well as other cases.

Plaintiffs attorney Bryant L.

‘eltch of Potomac, Md.-based

cyant Welteh & Associates

id, “I think most experts who

we reviewed Pegram would

ree that the Supreme Court

was really saying that the HMOs
that are providing health care
under ERISA plans are not
themselves subject to the ERISA
pre-emption, especially with re-
spect to medical necessity deter-
minations.”

Courts have reacted to the Pe-
gram decision in different ways.
“There is a lot of ambiguity, and
you can see courts are still
struggling to determine how to
read and apply Pegram,” said
Susan Burke, an attorney with
Mintz, Levin, Cohn, Ferris,
Glovsky & Popeo in Washing-

‘There is a lot of
ambiguity, and you
can see courts are
still struggling to
determine how to
read and apply
Peagram.’

— Susan Burke

Mintz, Levin, Cohn, Ferris,
Glovsky & Popeo

ton, who represents providers
and HMOs.

When Pegram was first issued,
it was hailed as a great victory
for HMOs, Ms. Burke said. “I
read it the opposite, which is
you were going to see state
courts more willing to keep
some of these cases against
HMOs, as opposed to the federal
courts taking jurisdiction. I
think you are seeing that.”

One case that has attracted at-
tention is " the Pennsylvania
Supreme Court's decision in
Pappas vs. Asbel. In 1991, Basile
Pappas began to experience
paralysis and numbness in his
arms and legs. An emergency
room physician recommended
emergency surgery at a nearby
hospital that specialized in such
procedures but was outside Mr.
Pappas’ HMO’s network. The
HMO refused to authorize the
transfer, and Mr. Pappas was
left paralyzed.

The Pennsylvania Supreme
Court ruled in Mr. Pappas’ favor
in 1998, finding the case was not
subject fo ERISA pre-emption.
The case was appealed to the
U.S. Supreme Court, which
asked the Pennsylvania court to
reconsider the case in light of
Pegram.

But in April, the Pennsylvania
Supreme Court reaffirmed its
earlier decision, stating that
medical negligence claims under
state law were not pre-empted
under Pegram. “Pegram in-
structs that an HMO’s mixed el-
igibility and treatment decisions
implicates a state law claim for
medical malpractice, not an
ERISA cause of action for fidu-
ciary breach,” the court held.
The facts in the Pappas case
“establish the sort of mixed eli-
gibility and treatment decisions
that Pegram discussed.”

The case is again being ap-
pealed to the U.S. Supreme
Court, which is expected to de-
cide this month whether to re-
view the case, said attorney
Stephen A. Ryan of Marshall,
Dennehey, Warner, Coleman &

Goggin in Philadelphia, who
represented insurers involved in
the case. The insurers, Camp
Hill-based Pennsylvania Hospi-
tal Insurance Co. and Harris-
burg-based The Commonwealth
Pennsylvania Medical Profes-
sional Liability Catastrophe
Loss Fund, are seeking reim-
bursement for the undisclosed
settlement they paid in the case.

In an amicus brief in the case,
the U.S. Department of Labor
says the Pegram decision helps
reinforce the Pennsylvania
court’s decision that “pre-emp-
tion does not obtain simply be-
cause there may be some tenu-
ous connection between fthe
HMO defendant and an ERISA
plan (BI, Oct. 9, 2000).”

But other decisions have
reached different conclusions
with similar facts. The March
decision by the 3rd U.S. Circuit
Court of Appeals in Pryzbowski
vs. U.S. Healthcare involved
Linda Pryzbowski, who was
told by a physician that she
needed back surgery immedi-
ately. U.S. Healthcare did not
approve the surgery, however,
until six months later. Ms.
Pryzbowski continued to suffer
from severe back pain after the
surgery, which her doctor at-
tributed to the delay.

The appellate court agreed
with a lower court that ERISA
pre-empted Ms. Pryzbowski’s
claims against U.S. Healthcare.
A unanimous panel said Ms.
Pryzbowski claims “are limited
to its delay in approving bene-
fits, conduct falling squarely
within administrative function.
A holding that Pryzbowski’s
claims against U.S. Healthcare
were not completely pre-empted
would open the door for legal
challenges to core managed care
practices (e.g. the policy of fa-
voring in-network specialists
over out-of-network specialists)
which the Supreme Court es-
chewed in Pegram.” The deci-
sion has not been appealed.

Among other decisions, a fed-
eral court ruling in May in
Roark vs. Humana Inc. involved
the managed care firm's refusal
to authorize certain treatment
and care to Gwen Roark for a
spider bite on her leg that be-
came infected. The leg eventual-
ly had to be amputated. A feder-
al judge in Dallas ruled the case
was pre-empted by ERISA.

The Roark decision said that
while Pegram “contains reason-
ing that is helpful in under-
standing the reaches of ERISA
pre-emption, the Roarks’ claim
is not a type of medical mal-
practice- cause of action that
should be litigated in state
court. At bottom, it is about ad-
ministration of benefits, not
quality of medical treatment.”

. The decision is being appealed.

Ms. Signorille said, “The bot-
tom line is the courts are split
on this issue about how to read
Pegram” and whether there is
pre-emption where there is a
mixed medical and eligibility
decision. She noted that part of
the problem is that ERISA—en-

‘acted in 1974—became law long

before managed care was
widespread. “You're basically
trying to put a square peg into a
round hole, and it doesn’t work
real well. That’s the problem
when you get into the broader
health care issues with this,”
she said. E
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American General NYS 44.55 0.00 933 47.44 3366 0
Amercan Inil Group NYS 79.02 1.31 ~19.83 103.75 66.00 33647
American Safely Insurance NYS. 9.10 1.68 48.57 10:36 325 7
Amonaul Group NDQ 17.00 370 -19.07 21.25 1347 100
AXA-UAP Group NYS 21,00 7.14 ~41.51 38.09 15.40 2788
Baldwin & Lyons Inc. NDQ 19.30 -0.57 -16.99 2875 16.50 12
Berkley W.R. Comp. NDQ 47.84 033 1.38 49,60 3075 778
Berkshire Hathaway Inc. NYS 7240000 343 197 7460000 5350000 7
Capitol Transamerica Com. NAS 16.10 -1.58 2945 16.83 10.31 80
Chubb Corp. NYS 75.05 5.10 -1324 8025 55.55 5333
Cincinnati Financial Corp. NYS 41.00 -1.47 3.66 42,54 3256 |, 3325
Citigroup NYS 43,10 642 -15.59 57.38 3452 96244
CNA Financial Carp. NYS 27.00 .18 3032 4024 23.00 23486
CNA Surety NYS. 13.90 335 -2.46 14.70 11.00 52
EMC insumince Group Ing. NDQ 14.53 -5.26 2366 . 16.00 9.25 3
ESG Re Limitad NDQ 3.00 0.00 a7 4.00 1.72 9
Zverest Reinsurance NYS 7112 992 071 75.50 44.88 5544
Fremont General Corp. NYS 530 293 8844 6.87 1.50 478
Gainsco Inc. NYS 1.50 714 -42 86 49 1.10 201
Harleysville Group NDQ 26.30 963 -10.09 30,63 19.11 107
HCC Insurance Haldings NYS 26.90 228 -0.14 2966 1763 2345
ING Groep N.V. NYS 27.38 255 -31.66 41.97 2070 1284
IPC Holdings Ltd. NDQ 2825 2391 3453 2835 18.50 731
Hartiord Financial Senices NYS 56.00 -4.66 2071 80.00 45,50 8158
John Hancock Fin, Senvices  NYS 37.20 688 113 42100 25863 4504
Lincoln National NYS 45.64 -2.12 354 5275 38,00 3225
Markel Corp. NYS 210.15 (i es 16.10 213.25 133.50 350
MBIA Insuranca Group NYS 4897 -2.06 0.90 57.49 38.00 3584
Meadowbrook Insur. Greup NYS 2,55 1591 £8.62 838 1.80 10
Meitife NYS 28.77 -313 -17.80 3663 2338 8955
Mutual Risk kMgt Ltd, NYS 8.05 592 -47.00 2356 340 1513
Navigators Group NDQ 17.57 02¢ 31,08 20.86 11.00 21
NYMagic Inc. NYS 16,50 280 -12:58 2270 15.00 32
Odyssey Re Holdings NYS 1597 1581 026 1819 11.08 714
Ohio Casualty Corp. NDQ 12.46 .08 2480 14,34 B6.75 477
Oid Hepubiic Int NYS 26.90 265 -15.94 32.06 2120 2535
Partner Re Lid. NYS 4830 255 -20.82 6250 200 4526
Penn-America Group Inc. NYS 9.48 225 2433 10.60 6.69 5
PMA Capital Comoration NDQ 17.75 -1.39 290 18.94 1518 95
Philadelphia Cons. Holding NDQ 396" -225 999 3150 1988 158
ProAssurance NYS 1419 477 -14.97 1825 11.88 92
PXRE Comp. NYS 1355 1532 -19.70 2010 10.40 202
RenaissanceRe Holdings Lid.  NYS 9771 9.9 24.77 100.00 58,13 3018
RLI Comp. NYS 41.40 083 -7.36 46,16 3744 87
St Paul Cos. NYS 44.35 753 -18.34 5r.00 34,00 B496
SCOR NYS 29.50 735 -41.29 5375 23.50 37
SAFECO Comp. NDQ 30.01 -1.08 871 35.88 2150 2532
SCPIE Holdings Inc, NYS 16.70 373 -29.31 31.40 15.19 45
Seibels Bruce Group NDG 270 2000 380.00 325 055 11
Selective Ins. Group NOQ 2399 283 -1.07 2822 15.25 84
Tokio Marine & Fire NDQ 45.25 122 -20.61 5325 4233 720
Torchmark Corp. NYS 39.20 051 1.98 43.25 27.06 1406
Transatiantic Holdings NYS 85.14 081 2062 83.50 5891 192
Trenwick Group Lid. NYS 890 961 5413 2713 5.50 1873
Unico American Comp. NDQ 634 231 781 7.75 405 o
United Fire & Casualty NDQ 2680 362 3468 34.52 16.19 24
Unitrin NYS 38.10 031 £.22 41,94 2956 24
UNUM Corp. NYS 24.34 -360 943 375 2225 5820
Vesta Insurance Co. NYS 1275 267 15185 13.40 425 706
XL Capital Lid. NYS 86.50 949 -1.00 8925 61,50 12789
Zerith National Ins. NYS 2620 650 -10.81 30.70 2000 a5

INSURERS/REINSLRERS  AVERAGE 247 1.02
MANAGED CARE ORGANIZATIONS
Aetna Inc. NYS 2928 1.35 -28.69 42.69 23,02 2741
CIGNA Cormp. NYS B4.80 223 -35.90 13675 7550 3857
Health Nel Inc. NYS 20.39 609 22.14 26,94 1556 2381
Humana Inc. NYS 11.65 -340 -23.61 1581 B33 2800
Oxtord Health Plans NYS 2690 263 3190° 3206 21.20 2535
Padificare Health Sys NDQ 13.74 913 -8.40 40.50 981 2206
Sierra Health Services NYS 818 <145 115.26 11.16 275 474
United HealthGroup: NYS 5862 319 11.80 70.00 50.38 10315
Wellpoin Health Networks NYS 106.79 =216 734 121.50 81.66 3691

MANAGED CARE AVERAGE 1.96 -3.43

ALL COMPANIES E24 1041

Top advancing issuzs: [PC Holdings Ltd., Seibels Brucs Group, Clark Bardes Holdings, Meadowbrook Insurance
Group, Odyssey Re Holdings. Leading decliners: SCOR, John Hancock Financial Services, EMC Insurance
Group, Acceptance [nsurance, ProAssurance. Most active issues: American Intemationat Group, ACE Lid.,
AFLAC Inc., Allstate Com., XL Capital Ltd. The 8/ Index increased 2.78%; the Dow Jones 30 industrials rose
3.08%; the S&P 500 rose 2.92%; and the NYSE Composite rose 1.94%.. Average P/E: Brokers, 29.85;
Insurers/reinsurers, 23.90; and managed care companies, 17.68,

Source: CNET Investor (investor.enet.com) Boulder, Colo.
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Claims Services and Information Services are provided by RSKCo Claims Services, Inc. Loss Cantrol Services are provided by RSKGo Consulting Semm Inc., and Smith System Driver Improvement nstitute, Ing. Cast ]‘lhnagemml Services are provided by
o

RSKCo Cost Management Seriices, Inc, all member companies of RSKCo. The navigator globe design and the name RSKCo are registered semce marzs. © ZBBI RSKEo, Inc.




