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Risk managers' pay
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Biggest companies pay best

ompensation
gains Gnormal’

By ROBERTO CENICEROS

Risk managers in the upper
echelons of their profession
saw average compensation
gains of 10% to 12% in the
past two years, as more com-
panies look for team leaders
who can address risks across
a wider spectrum of corpo-
rate operations.

But of 1,432 risk managers
nationwide who responded to
a recent survey about 1999
and 2000 compensation
trends, those in smaller com-
panies said their salaries
were, on average, about 6%
more than the average salary
reported in a similar survey
released two years ago.

The latest survey showed
compensation increases were
mostly "normal,” said Bill
Perry, president of Logic As-
sociates Inc. The New York-
based recruiting firm com-
missions the compensation
survey every two years. It
asks risk managers to re-
spond to questions about
their salaries, bonuses and
responsibilities. It also
breaks down survey answers

according to the states and
industries in which the re-

spondents work.

This most-recent survey is
the 17th that Logic has com-
missioned.

As in the past, the latest
survey found that those
working for the largest com-
panies received the greatest
compensation. The survey
shows that:

- At companies with annu-
al sales of $200 millipn or
less, the average salary was
$75,504, with an average
bonus of $2,509. These risk
managers were the lowest
paid, and they saw an aver-
age salary increase of 6.2 %
from two years earlier.

- At companies with sales
volumes that ranged from
$201 million through $500
million, the average salary
was $88,507, with an average
bonus of $3,608. The salaries
of these risk managers grew
the least, increasing, on aver-
age, just 3.2% over the prior
two years.

< At companies with sales
volumes that ranged from
$501 million through $1 bil-
lion, the average salary was
$99,402, and the average
bonus was $5,081. That's a

See Salary on page 106

Entire conterts copyright © 2001 by Crain Communications Inc. All rights reserved.

UPDATES-

Chase settles lawsuit
over failed offshore insurer

DALLAS-Chase Bank of Texas N.A. has

agreed to pay $3 million to settle charges
that it failed to warn regulators about a
worthless policyholder trust account it set
up for an allegedly fraudulent offshore in-
surer that collapsed in the 1990s.

The joint liquidator of Alpine Insurance
Co. Ltd., formerly of the Turks & Caicos Is-

See Updates on next page

Effo rts to improve
quality renewed

By MICHAEL BRADFORD

The quest to improve the quality of insurance
products and services is gaining momentum.

Efforts by the Risk & Insurance Management
S6ciety Inc. and other groups are bringing insur-
ance buyers, underwriters, brokers and others to-
gether to work on the complex and sometimes
touchy issue of quality. RIMS will announce its
Quality Improvement Process at the society's an-
nual conference in Atlanta this week.

And work by other groups to eliminate some of
the problems that have plagued the insurance and
risk management community is continuing.

One project in the very early stages is an auto-
mated clearinghouse that would tie policyholders,
insurers and brokers together and provide a stan-
dardized way to make and reconcile premium and
claims payments. Proposed by Marsh Inc., the
clearinghouse would eliminate much of the redun-
dancy and inefficiency in current systems.

The quality movement is "enormously interest-
ing to RIMS,"” said John J. Hampton, the New
York-based society's executive director. "There's

Quality means
everybody does
what they're
supposed to do.'

- John |I. Hampton

RNS executive director

a changing direction.”

No longer is the idea of quality simply to evalu-
ate business partners, Mr. Hampton said, but to
bring all the parties in the process together to de-
velop their roles in quality improvement.

"Quality means everybody does what they're
supposed to do, the way they are supposed to do
it," he said.

The RIMS initiative picks up where efforts by

See Quality on page 108

Reti ree age bias ruled

Medicare HMO found to be a Elesser' benefit

By JERRY GEISEL

PITTSBURGH-AN employer
that provides a Medicare health
maintenance organization to
older retirees and a point-of-
service plan to younger retired
workers is violating federal age
discrimination law, a U.S. dis-
trict court has ruled.

Erie County, Pa.'s post-em-
ployment health care program
discriminated against older re-
tirees because they received
"lesser" benefits than pre-
Medicare-eligible
Judge Sean MclLaughlin ruled.

Im his ruling, Judge
McLaughlin said the health
care programs that Erie Coun-
ty offered to the two groups of
retirees are not equal and thus
are discriminatory for three

- The POS plan is "objec-
tively superior” to the Medi-
care HMO because partici-

Spotlight report

on captive
insurance

retirees,

page 10

pants can decide on a service-
by-service basis to use network
providers with low cost sharing
or to go outside the network-
albeit with higher cost shar-
ing-to receive traditional in-
demnity coverage.

"The objective advantage of a
dual program is that the in-
sured's preference for either
mechanism may consistently be
accommodated,”

wrote.

- Pre-Medicare eligible re-
tirees do not pay any premiums
for coverage in the POS plan,
while older retirees have to pay
Medicare Part B premiums-
currently $50 a month-to re-

ceive coverage through the
Medicare HMO.

- Retirees in the Medicare
HMO are bound by a prescrip-
the judge tion drug formulary and are

subject to higher copayments

for prescription drugs than are
retirees in the POS plan.

"The unrestricted choice of
prescription drugs at a lower
cost" provided by the POS
plan is "objectively a greater
benefit than the restricted
choice at a higher cost" pro-
vided by the Medicare HMO,
Judge McLaughlin wrote.

His ruling is the first since
an appellate court remanded

the case to the district court in

See E,ie County on page 107
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last year, charging that the bank damaged were a direct link in the causal chain that
Alpme policyholders by allowing the insur- resulted In the plaintiffs' injuries, and that
/O 1A 4//0//1 er to fund us trust account with valueless the defendants were in a position to pre-
stock and a worthless letter of credit from vent the wrongs " The state high court
// rl I N a purported offshore bank. Alpine's assets ruled also that plaintiffs' market share the-
did not meet the requirements of the Na- ory was faulty, partly because "it is often
W tional Assn. of Insurance Commissioners possible to identify the caliber and manu- o T4 Ed.
standard trust agreement that Chase signed facturer of the handgun that caused injury -V.#*
with Ali,ine, according to the Suit filed by to a particular plaintiff Even more impor- 17 i
Robert Craig, joint liquidator of Alpine tantly-given the negligent-marketing the- Ba
and a partner with Lamson, Dugan & ory on which plaintiffs tried this case-

- - Murray m Omaha, Neb. Chase also im- plaintiffs have never asserted that the man-
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NAIC, the suit alleged. Alpine wrote more spondents offered some sort of health cov-
« Dan Hartman, chief risk officer of than $14 million in premiums between AON INJUNCTION BLOCKED A Texas judge erage. Preferred provider organizations
the state of Oregon, is the 2001 Risk 1993 and 1995, about $6 million of which recently denied Aon Corp.'s attempt to ob- were the most popular, with 59% of the
Manager of the Year. PAGE 74 was transferred to offshore accounts, Mr. tam a permanent injunction barring a team respondents offering PPO coverage. Health
Craig said The insurer left more than $10 of former Aon employees that joined Lock- maintenance organizations came in sec-
million in unpaid claims. The Chase settle- ton Cos Inc from soliciting Aon accounts. ond, aS the choice of 49% of the employ-
- Gary Baxter, assistant ment is contingent on the certification of Tim Kelly, former head of Aon's non-ener- ers, while 21 % offered point-of-service
treasurer/director of insurance for the joint hquidator's lawsuit as a class ac- gy and marine plans and 15% offered traditional indem-
Weyerhaeuser Co., is named to the tion on behalf of Alpine policyholders office in Hous- nity plans A choice of more than one plan

claims against PaineWebber Inc., which new president The survey, undertaken by the U S Cham-

Risk Management Honor Roll. PAGE 88 Meanwhile, Mr. Craig is pursuing separate n O N ton and the was offered by 39% of the respondents.
acted as custodian for some of the Alpine of Lockton's ber Statistics & Research Center, was

» Peggy Nakamura, executive director assets, and Bank of New York, which act- Houston of- based on the responses of 532 employers
of risk management/associate counsel ed as trustee for Alpine before the Chase fice, left Aon of all sizes, with those employing 100 to
of Adventist Health System/West, is agreement was executed. in early March. About 20 other Aon em- 499 workers accounting for 57 3% of the
named to the Risk Management Honor ployees in Houston and Dallas also joined total

Roll. PAGE 94 ADA SUIT The Equal Employment Op- Lockton's offices in those cities (BI, March

portunity Commission has sued Northwest 12) Aon immediately obtained a tempo- DIFFERENCE OF OPINIONS There is a Slz-
Airlines Inc, alleging the airhne violated rary restrammg order restricting the for- able gap between employers' expectations
- A single sexually the Americans with Disabilities Act by dis- mer Aon employees from soliciting bust- of health plans and those of employees, a
suggestive remark criminating against people who suffer from ness from Aon clients. The order was mod- recent survey indicates. While almost two
does not give rise ¢-5 ' 1_ seizure disorders or other disabilities that ified and made less restrictive a few days out of three employees of large employ-
to actionable g may cause them to lose consciousness. The later, and a judge for the County District ers-those with more than 5,000 employ-

sexual _SUPREME suit, filed in federal district court last week Court in Dallas denied the permanent in- ees-said the quality of doctors in a health
harassmentunder " COURT:. in Minneapolis, alleges that a company- junction April 19. At issue are non-compe- plan was "extremely important" to them,
Title VIl of the wide policy at Eagan, Minn,-based North- tition agreements, which eight of the ex- only 36% of large employers agreed, rank-
Civil Rights Act of west prohibits hiring people with insulin- Aon employees had m place Aon IS Still ing physician quality last among 10 health-
1964, the Supreme dependent diabetes or epilepsy requiring seekmg damages from Lockton for the de- plan qualitg factors examined, according
Court ruled. PAGE 4 antisetzure medication for posittons where fections in a lawsuit, and Lockton said it to a survey by Columbia, Md.-based Con-
heavy equipment, fuel trucks and other intends to assert a number of counter- sortium Health Plans Inc The survey ana-
hazardous and noisy equipment is operat- claims against Aon. lyzed the responses of 120 large employers
- Safety ed near commercial aircraft. The suit also and 246 employees from large companies.
awareness seems alleges the airline failed to individually as- 4 D.C.'S FIRST CAPTIVE The District of Among the employers, accurate claims
to be causing a sess applicants' ability to perform essential Columbia has licensed its first captive in- processing was the factor most commonly
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- BT P.L.C., the British $300,000 per claimant. Northwest dis- services, last week announced that its sub- er, cited this factor as extremely important
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its defined benefit pension plan and the first captive licensed in the District of gard health insurance as the most impor-
offering a defined contribution plan. Columbia under the Captive Insurance Act tant benefit m attracting and retaining em-
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Senators blast Chao

oNn ergonomics stance

By MARK A. HOFMANN

WASHINGTON-Don't expect a
new federal ergonomics proposal to
be issued any time soon.

In fact, Labor Secretary Elaine
Chao refused to say whether she wiill
promulgate an ergonomics standard
as she fielded questions during a
news conference that followed a short
but stormy appearance before a Sen-
ate panel of two last week.

Ms. Chao repeatedly said that she
intends to forge a consensus about
how best to approach ergonomics
concerns in the workplace before
moving ahead with any potential

rules.

That did not sit well with either Sen.

Arlen Specter, R-Pa; or Sen. Tom
Harkin, D-lowa, the chairman and
ranking Democrat, respectively, of
the Senate Appropriations Commit-
tee's Subcommittee on Labor, Health
and Human Services and Education.
Both lawmakers tried to get Ms. Chao
to commit to a timeline or a deadline
for settling the ergonomics conflict,
commitments that she steadfastly re-
fused to make.

As a result, Sen. Specter cut her tes-
timony short and summoned the first
of several other expert panels called
by the subcommittee to discuss er-
gonornics.

The Clinton administration issued a

federal ergonomics rule in mid-
November. The circumstances sur-

Dow challenges procurement tax

Texas battle puts
tax in national light

By MEG FLETCHER

AUSTIN-Savvy buyers are
closely watching a case before the
Texas Supreme Court in hopes that
a favorable ruling would invalidate
that state's direct procurement
taxes and make them eligible for a
refund of the estimated $7 million

that the state collects annually in
such taxes.

The case-in which Dow Chemi-

cal Co. is seeking a $427,149 refund
of the tax and penalties it paid in
Texas-has national implications,
too, because Dow's arguments rely
on a 1962 U.S. Supreme Court de-

Avoiding tax bite
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cision that rejected independent
procurement taxes in an earlier
Texas case, according to court pa-
pers filed with the 3rd District
Court of Appeals in Austin, Texas.

The Texas appeals court's Jan-
uary decision to accept the U.S.
Supreme Court's ruling in support
of Dow's claim could breathe new
life into the almost 40-year-old de-
cision and may even spark legal
challenges in other states.

Over the years, 35 states essen-
tially ignored that ruling and
adopted taxes on independent pro-
curement, in some cases assuming
that subsequent rulings essentially
had overturned the high court's de-
cision. That left only 16 jurisdic-
tions essentially without such a tax
(see chart).

States levy independent, or di-
rect, procurement taxes on insur-
ance buyers that obtain coverage
outside a state's usual admitted or
surplus lines market for insurance.

Given how widespread the inde-
pendent procurement taxes are na-
tionwide, the Dow litigation itself
may have to be resolved by the
U.S. Supreme Court, many sources
say.

The Dow case is important be-
cause "it casts uncertainty as to
whether states' independent pro-
curement taxes are valid, both in
Texas and nationally,” said

Richard M. Bouhan, an attorney
who is executive director of the

National Assn. of Professional Sur-
plus Lines Offices Ltd. in Kansas
City, Mo.

The Risk & Insurance Manage-
ment Society Inc. considers inde-
pendent procurement taxes "a hot

topic," said Billie Fae Fuschi, chair
of New York-based RIMS' Exter-

nal Affairs Committee. She also is
director of workers compensation
for Methodist Healthcare in Mem-
phis, Tenn. "We will be looking at
what states are doing nationally as
well as reviewing the Texas litiga-
tion" during RIMS' annual confer-

See TalteS on page 105

rounding the promulgation of the
rule. which was opposed by most em-
ployers and insurers but backed by
organized labor, led Congress last
month to invoke the 1996 Congres-
sional Review Act for the first time, to
rescind the standard (BIl, March 12).
The move prohibits the Labor De-
partment's Occupational Safety and
Health Administration from issuing
any substantially similar rule in the
future.
Sen. Specter recently co-sponsored
a bill that would require the Labor
Department to issue a new er-
gonomics standard within two years
of its enactment (BI, April 2). The bill
would forbid OSHA from including
See Ergonomic on page 105
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On Capitol Hill last week, Sen. Tom Harkin, D-lowa,
ranking Democrat of the Senate Subcommittee on
Labor, Health and Human Services and Education
criticized the Labor Department for refusing to com

mit to a timetable for rolling out a new ergonomics
standard.

Losses spur lawsuits

Plan losses blamed on trustees' ties to investment firm

By JOANNE WOJCIK

PORTLAND, Ore.-Fidelity bonds and
fiduciary liability insurance will respond to
most of the losses sustained by numerous
union pension plans related to their involve-
ment with investment adviser Capital Con-
sultants L.L.C.

Such coverage will also pay to defend the
trustees being sued by plan members for al-
legedly violating their fiduciary duty in se-
lecting Portland, Ore.-based Capital Consul-
tants to oversee the union pension funds' in-
vestments.

The U.S. Department of Labor last fall
froze the assets of Capital Consultants after
finding that its employee benefit plan clients
had collectively lost more than $160 million.
A receiver has been appointed, and the firm,
which had provided investment services to
more than 60 collectively bargained Taft-
Hartley plans, has been barred from doing
business with any plan governed by the Em-
ployee Retirement Income Security Act of
1974.

Since then, at least six lawsuits have been

filed in Oregon and Colorado by union mem-
bers, alleging that the trustees of their vari-
ous pension, profit-sharing, health and wel-
fare and vacation funds accepted gifts and
trips from Capital Consultants in exchange
for their plans' business.

The latest suit was filed earlier this month
in U.S. District Court in Denver by members
of the Sheet Metal Workers Local No. 9 Pen-
sion Trust, which lost more than $20 million.
or nearly one-fourth of its total assets, be-
tween 1994 and 1998.

The losses have put the pension fund in
jeopardy and may require reducing monthly
retirement benefits to current retirees, ac-
cording to Dan Feinberg, a partner with Sig-
man, Lewis & Feinberg in Oakland, Calif.
who filed the suit on behalf of the Denvei
sheet metal union’'s 1,600 members.

"We believe they've lost a quarter of thei]
plan's assets, and that has the potential tc
endanger people's benefits," he said.

INn addition to union Mmembers' suit.
against trustees, the Labor Department anc

the Securities and Exchange Commission, a:
See Fiduciary on page 10;

Pension bill advances

Full House vote on measure expected this week

WASHINGTON-Pension reform legis-
lation is on its way to a vote by the House
of Representatives.

Two House panels, the Ways and Means
and the Education and Workforce commit-
tees, last week approved the measure, H.R.
10, which would cut red tape and boost
benefits that can be funded through plans.

Among other things, the bill gradually
would raise to $15,000 from $10,500 annu-

al salary deferrals employees
can make to 401(k) plans and
increase to $200,000 from
$170,000 the amount of
employee compensation
that can be considered in
computing pension bene-
fits.
Other changes
would ease certain
non-discrimina-
tion testing pro-

cedures and

speed up vesting

schedules for
employer
matching

contributions to 401(k) plans.

Before passing the measure, the Ways
and Means Committee defeated one
amendment that would have given limited
tax credits to lower-income employees
contributing to pension plans, as well an
amendment that would have given tax
credits to small employers to partially off-
set the cost of setting up new pension
plans.

The Education and Workforce commit-
tee rejected an amendment that would
have required employers converting tradi-
tional defined benefit plans to cash bal-
ance or other pension hybrids to give vest-
ed employees a choice of remaining in the
old plan or moving to the new pension pro-
gram.

The full House is expected to act on the
measure this week.

No action has taken place yet on a simi-
lar bill introduced in the Senate. But bene-
fit lobbyists say they will try to have the
Senate bill attached to a broader tax-cut
bill that legislators could consider in the

next month or so.

- By Jerry Geiset
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Single suggestive remark not actionable: Court

By MARK A. HOFMANN with her male supervisor and an- She claimed that the school dis- pose practices that are illegal un- ed above violated Title VII "
other male employee. According trict retallated against her by der Title VII-which forbids ac- The justices pointed out that
WASHINGTON-A smgle sex- to the high court, the supervisor moving her to a less desirable lob. tions taken on the basis of sex Ms Breeden's Job required her to

ually suggestive remark does not read a sexually explic- She claimed that she that "discnminate agamst any m- read that sexually expheit state-
give rise to actionable sexual ha- It comment from one was further punished dividual with respect to his com- ment m the "normal course of re-
rassment under Title VII of the of the reports that said for havmg filed a com- pensation, terms, condit:ions or viewing job appheants" and that
Civil Rights Act of 1964, the the job applicant had plaint with the Neva- privileges of employment"-but she had, in fact, "conceded that it
Supreme Court held on Monday once made the remark ''10 da Equal Employment also "if she had a reasonable, did not bother or upset her" to do

The court's unanimous-and to a fellow workerj 1.1 *: u ] (gpportumtl){ Commis- 9g]ood -faith belief that the mcident so when her case was before the
unsigned-ruling m Clark County The supervisor't hen - siononApn11,1997 involving thesexually explicit re- district court Further, the super-
School D:strict vs Sh:rtey A looked at Ms Breeden A U.S. District mark constituted unlawful sexual visor's comment, her co-worker's
Breeden was unusual in that the and said, "l don't Court granted summa- harassment " response and the chuckling "are,
lustices ruled without hearing know what that ry judgment fer the In its decision overturning the at worst" an isolated incident
any oral arguments m the ease means," to which the other male school district in 1999, but a di- appeals court, the Supreme Court "that cannot be considered 'ex-

The case began Oct 21,1994, employee rephed, "Well, lll tell vided three-judge panel of the 9th wrote that it wouldn't deal with tremely serious,' as our cases re-
when Ms. Breeden, a Nevada you later,” and both men chuck- U S. Circuit Court of Appeals re- the "propriety of this interpreta- quire," according to the April 23
school district employee, was re- led Ms. Breeden later complamed versed that decision in 200) The tion, because, even assuming it is Oplnlon

ilewing psychological reports ae- to several mana% rs that the re- appeals panel held that Ms Bree- correct no one could reasonably The high court then reversed
:ompanying job applications mark had offended den had the nght not only to op- beheve that the mcident recount- the appeals court judgment ik
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liIsk and, at the same time, defme
v their Jobs more simply to help them
1 ; . focusontherrole within theirarga-
fil:- 18* >,0.0, r : ; *1
) , ; f 114n|zat|ons said H Fehx Kloman, a
retired nsk management consultant
'-4. and publisher of Risk Management
,:d. Reports
Mr Kloman spoke at the 13th an-

T — *
- nual Awards for Excellence Lun-

4 : cheon at Temple University In

1t . 44 ,5,2,3 Philadelphia last wedk, held to hon-

1.4/ ir 5" 14" r . +'-1-54 or the memory of H Wayne Smder,

It. ,'D»,4 a former professor of nsk manage-
' - -3,3L ment at Temple who died m 1999

N 1 3 4 " 34:49 Risks are stlll treated separately
r | | 38 tr -+, ' ;. rather than taken as a whole, Mr
, T 4-4 Kloman said. He advocated loolong

at risks m a broader perspective in

-"" *i' ordertodealwiththemeffectively
For example, Increased security
measures taken to reduce theft by
'-2 employees may mcrease the nsk of
1/ Injury to employees m the event of
4 an evacuation Such considerattons,
Mr Kloman sa*1, should be taken
into account when Implementing

llsk management programs

Furthermore, managers in an or-
ganization need toi work together to
deal with its diverse 1,*s, Mt. Kto-
man said "Inte®'ated +kmal\lage-
: o n

%004 4% Bg ment.is the only efflmenway 00,
4 Risk managers ,ou* simplIf Y

their definifonof )-u Vn order t
understand it better, heshd Asim-
ple defmitton that Mr. Kloman of-

fered is "a measu of the probabih-
ty of devmhon fromthe apected"

s

'.0-5- :
o . <34, WI*n nsk is defined Emply, it is
- easier to manage, he said.
P. - ’ Mr. Kloman said that the nsk
WV # 3:74.- .
1 management process itself can be

simplihed into two steps-ask anal-
ysis and risk response. Within risk
analysis is risk ident,heation, mea-
surement and assessment, he said,
and within risk response is risk con-
trol, shanng and commumcation

At the luncheon, several awards

S LAI ,'ﬂ ifiti e M atu al were presented to students at the

Fox School of Bumness and Man-

Business / Personal / Marine / Surety / Risk Services
agement's Department of Risk, In-

1-877-482-6868 ® atianticmutual.com Com pa|||es surance and Healthcare Manage-
140 Broadway NY, NY 10005 _ mentof Temple UmverS|.ty. Chnsto-
VWben it counts® pher L. Armstrong received the H
Wayne Smder Award m Risk Man-

agement

-By Gauin Souter
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Comp claims frequency in decline

Four-year change in number of workers compensation claims bcha

(1993 to 1997 for moststates) | ZME:+14.1%_
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Countrywide: -7.8%
Source: National Council on Compensation Insurance, Inc. average

GRAFHIC BY JOHN HALL

Safety awareness
cutting comp claims

By MEG FLETCHER

ORLANDO, Fla-While workers
compensation premiums and claims
costs are expected to rise in 2001, the
overall frequency of ela«ins contin-
ues to decline.

This trend, which has been devel-
oping in the United States for at
least five years, appears to be pri-
marily the result of increased sa f ety
awareness, according to an ongoing
study by the National Council on
Compensation Insurance Inc, based
in Boca Raton, Fla.

When Jim Martin came to ACSTAR lor a surety bond on a low-rise office project, there were liroblems.

Tile hond was neelle[1 now, anli the joil was his biggest ever. To top it all oil, Jim's linancials were incomglete.

[l[1 Jim get his llond? Allsolutely. An[1 quickly, too. Because at ACSTAR, we know that even in tough-to-bond cases,

Youp 8*lleplonce

a history 01 perlormance iS the Dest measure there is - ami a reputation lor integrity, the finest collateral.

It you're an agent or broker willl a challenging customer, start bonding with ACSTAR. Call [860} 224-2000 today.

WHEN NO ONE ELSE CAN DO.

Surety Bonding - Treasury Listell - Rated Excellent lly A.M. Best - Licensed Nationwide

(860) 224-2000 FAX: (860} 229-1111

"It's a dramatic story and a great
story for American workers and em-
ployers," said actuary Robert G.
Blanco. Mr. Blanco, who heads the
actuarial and economic services di-
vision of NCI Holdings Inc., made
his comments during the organiza-
tion's annual issues conference, held
April 17-19 in Orlando, Fla.

According to the NCCl's study,
"safety awareness seems to be the
primary driver," rather than under-
reporting of claims or the ongoing
shift in the workforce's "occupa-
tional mix," such as the drop in the
number of manufacturing workes.

According to a related article in
the NCCl's spring 2001 issues re-
port, the industries that contributed
most to the decline in the frequency
of workers comp claims, in order of
degree, were restaurants, elothi ng
manufacturers, grocery stores, ho-
tels, owner-controlled building op-
erations and department stores.

More conference

coverage on

® page 103

The conclusion that safely aware-
ness was key in the decline is sup-
ported by the fact that even employ-
ers without lai-ge-deductible policies
also experienced a drop in claim fi-e-
quency, as did employers with high
modification factors, according to
the NCCI study. Modification fae-
tors are loss-based calculations that
indicate the riskiness of an employ-
er's business.

Furthermore, Mr. Blanco said,
"pc,licies with low experience mods
and large-deductible policies have
seen more-modest improvement.”
That's probably because such com-
panies already had many loss-con-
trol programs in place, he said.

The NCCI's study reported other
findings. For example, the study
says, there exist some regional dif-
ferences in the decline of claims,
with a greater relative decrease in
the Southeast than in the Northeast

In addition, "sharper declines
have been observed in more-serious
categories of injuries,” Mr. Blanco
said. For example, according to the
article, there was a bigget' decline in
the frequency of nonfatal serious in-
juries, such as permanent total and
permanent partial disabilities, than
there was in less-serious injuries,
such as temporary total and medi-
cal-only claims.

But a separate study found that
claims involving modified-duty
work "rose dramatically.” Accord-
ing to work done by .John Ruser of
the U.S. Bureau of Labor Statistics,
the incidence rate of accidents in-
volving modified work duty only-

those with no loss-time claims-in-

creasecl by 50% from 1 992 to 1997.
But the NCCI article notes that
modified duty can effectively en-
courage a return to work within the
waiting period before a worker be-
come eligible for wage-loss benefits.
The study discussed in the NCCI
article focused on workers comp

policies that expired between 1993
and 1997 in 36 states and the Dis-

trict of Columbia.

The article notes that the stuciv's
findings are consistent with several
other recent studies published by
the U.S. Department of Labor. m
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Risk managers who raise the bar

ELPING-MANAGEMENT-see-thesiull o-

cial kind of risk manager.

That risk manager not only must meet the usual
expectations for protecting an organization from
harm but also must offer solutions to help it re-
spond to other challenges, achieve its goals and
grow in new ways. This requires a broad under-
standing of an organization's diverse operations
and its people, the ability to gather and share in-
formation at many levels, and the creativity to of-
fer new approaches to overcoming obstacles to
success. It also requires an ability to provide lead
ership and encouragement to a staff, so that they
can carry out the directives and goals of the top
risk manager.

Those special qualities clearly can be found in
this year's winners of the Risk Manager of the
Year award and Risk Management Honor Roll-
people who have proved within their organiza-
tions that risk management can do much more

, than just respond to problems. In doing so, these
'individuals have helped shape the culture of their
organizations and have become an integral part of
decision-making on a variety of matters outside
: the normal boundaries of risk management.
, Risk Manager of the Year Dan Hartman showed
government agencies in the state of Oregon that
f embracing risk management not only could help
, them protect their operations and resources as
| well as any private organization does, but it also
could aid them in meeting their public service
goals. In a budget-sensitive culture, the chief risk
, officer and his team showed the various branches
of government how reducing losses could increase
the resources they had on hand to provide other
services.

This was especially true in the area of workers
compensation losses and costs. Mr. Hartman pro-
moted a new approach to safety and loss control
that has yielded enormous savings for the agencies
and, ultimately, the state. That approach, which is
continually nurtured and refined, continues to pay
huge dividends and win the praise of top govern-

Business
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Vice Presidenfublisher
Martin J. Ross 111 (New York)

Vice President/Publishing Director
Kathryn J. Mcintyre, A.R.M. (Chicago)

ment officials.

Also, by encouraging state agencies to pay more
attention to managing their own risks, Mr. Hart-
man and his staff were freed up to lend their ex-
pertise where needed with special projects. This
included coordinating the statewide approach to
managing the risks of losses and liabilities arising
from the so-called Y2K bug, assisting with an
overhaul of the state's employee benefit programs
as well as guiding a process for handling compen-
sation disputes with state workers, among other
projects.

Mr. Hartman's achievements are all the more no-
table because he stepped into the job with some
big shoes to fill. Both of his predecessors as the
state's top risk manager-C. David White and
Gene Snyder-were honored during their own
tenures by winning spots on the Risk Management
Honor Roll. Many risk managers would be content
simply to keep those award-winning programs on
a steady course, but Mr. Hartman built upon their
successes while putting his own stamp on Oregon
risk management.

The members of this year's Risk Management
Honor Roll also have made risk management into
a discipline that is crucial to the success of their
organizations:

- Gary Baxter, assistant treasurer and director of
insurance for Weyerhaeuser Co., has earned the
trust and gratitude of senior executives. He has
done so with his constant vigilance on loss control
matters, which allows the Fortune 500 company to
be much more self-reliant when it comes to financ-
ing its risks.

Mr. Baxter's management of a variety of self-in-
surance mechanisms includes providing coverage
for customers' cargo risks, which not only yields
an underwriting profit for Weyerhaeuser's captive
but also gives the company a competitive edge in
its market.

- Peggy Nakamura, executive director of risk
management and associate counsel of Adventist
Health System/West, is a key resource throughout
her health care organization. It's easy to see why:
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With extensive training in medical, legal and busi-
ness disciplines, she is able to bring a wide range
of skills and experience to managing Adventist
Health's risks. Ms. Nakamura has greatly raised
the profile of risk management within the organi-
zation, and her advice and insight are sought by
individuals throughout the company.

These risk managers embody the criteria for ex-
cellence that lead to the Risk Manager of the Year
and Risk Management Honor Roll awards. Follow-
ing their example, others can achieve similar sue-
cess and recognition in their organizations.
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The team took a risk agreeing to play in a new ballpark.

The banks took a risk agreeing to finance the ballpark.

The city took a risk selling the land for the ballpark.

The developer took a risk building the ballpark.

The stadium operators took a risk running the ballpark.

The owner took a risk signing this pitcher to a $16 million contract.

And the risk specialist made it all happen.
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www.marsh.com
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The world’s #1 risk specialist’
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Insurance rates, innovation
spur growth in captive industry

he number of captives and captive
domiciles worldwide is rising, fueled in
part by a hardening in the traditional in-
suranee market last year, as well as an
ongoing expansion of how captives are
used.

Captive managers in several domiciles report
that firmer pricing is driving renewed interest in
captives, as well as prompting some companies to
return to facilities that were largely dormant dur-
ing the years of soft pricing from the commercial
insurance market. Growing interest in protected
cell facilities-a form of rent-a-captive-was re-
ported in all domiciles that offer such programs.

At the end of 2000, the 39 domiciles that Busi-
ness Insurance tracks recorded an estimated 3,812
captives, up more than 3% from their 1999 totals.

Largest captive managers

Ranked by captives managed worldwide in 2000

Manager Captives
Marsh & McLennan Cos. Inc. 854
Aon Corp.* 719
Mutual Risk Management Ltd. 255
SINSER Holding A.B. 211

192

Willis Group Holdings Ltd.

* Pro forma to reflect the merger of Aon Insurance Managers and Interna-
tional Risk Management Group Ltd.
Source: m survey

U.S. companies not

rushing to fund benefits

in domestic captives page 12

Technology helping
shape development
of captive industry

page 14
Many domiciles targeted
by OECD expect to avoid

final 'tax haven' list

page 16

Directory of World Captive Domiciles
page 58

Directory of Captive Managers
page 63

A year ago, 35 domiciles reported 6% growth in
the number of captives from 1998-1999, on the
heels of a 4% increase in the number of captives
from 1997-1998. Business Insurance counts as
domiciles only those jurisdictions that have laws
specifically enabling captive insurance forma-
tions, as opposed to locations that permit captives
to be formed under existing laws governing insur-

ers and reinsurers.

Of the 39 domiciles that Bl monitors, 18 record-
ed increases in the number of captives, while 13
remained unchanged, and eight showed modest
decreases.

In 2000, four new domiciles were added to Bl's
list: the District of Columbia, which last week li-
censed its first captive; Mauritius, which has 11
captives and was overlooked until now but has al-
lowed captives since 1992; Nevada, which already
has two captives; and South Carolina, which ear-
lier this year added its tt.ird captive, a risk reten-
tion group that relocated from Hawaii.

Bermuda remained the largest captive domieile
in the world, despite experiencing only slight
growth. Bl estimates that Bermuda had 1,078 cap-
tives at year-end 1999, up from an estimated 1,075
the year before.

The second-largest domicile, the Cayman Is-
lands, had 515 captives at year end, an increase of
20 over 1999. Guernsey remained the third-largest
domicile, with 375 captives, up by 11.

Vermont continues to be the largest U.S. domi-
cile, with 361 captives a: year end, a gain of four
over 1999 totals. The next-largest U.S. domicile,
Hawaii, reported record growth in the number of
new captives, increasing by 15 to 74 captives at
the end of 2000.

For a review of the largest captive domiciles, re-
fer to the in-depth reports that follow. A directory
of all the captive domiciles tracked by Business
Insurance, including information on their taxes,
laws and regulators, begins on page 58. m

Leading domialles:

Bermuda page 18
Cayman Islands page 26
Guernsey page 36
Vermont page 39
Luxembourg page 43
Barbados page 44
Isle of Man page 46
Dublin page 48
British Virgin Islands page 49
Turks & Caicos Islands page 50
Hawaii page 51
Singapore page 56

oL

Domicile 2000
Bermuda 1,078*
Cayman Islands 515
Guernsey 375
Vermont 361
British Virgin Islands 236
Luxembourg 231
Barbados 228*
Dublin 183
Isle of Man 162
Turks & Caicos Islands 120**
HaSa~x~w~wwaaii 7 <k

Singapore 51
Bahammas 31
Swit=erlanmnd =22
Hersey 13
Netherlands Antilles 18
British Columbia 15

Seorgia 1<

Colooradao 1 1
NMauwuritius 1 1
GSGibraltar 10O

L =k a=arz» <=2
U.S. Virgin Islands 9
Tennmnessece 6
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Homg Komg 22
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Neaew vyorik =
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Risk in business is a given. How you
manage it is not. At CNA, we believe
in a deeper understanding of our cus-
tomers and in providing underwriting as
smart and as devoted to your ultimate
success as you are. As one of the largest
writers of business insurance, we under-
stand that to succeed in our business, we

have to know how you succeed in yours.

INSURANCE IN TOUCH WITH BUSINESS

For more information, visit www.cna.com
| CNA is a service mark and trade name of the CNA Financial Corporation. Copyright 2000-2001. All rights reserved.
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By JERRY GEISEL

hile federal regula-

tors have given em-

ployers another way

to fund employee

benefit risks thmugh

their domestic cap-

tives, employers aren't yet taking
advantage of this new flexibility.

Last year, the Labor Department

gave Columbia Energy Group the

green light to use the Vermont

branch of its Bermuda-domiciled

insurance subsidiary, Columbia In-

surance Corp. Ltd., to reinsum long-

@elebrating
20 Years Of

@aptive Insurance

1 81-2001
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No stampede to fund benefits in captives

term disability insurance benefits.

That much-awaited ruling gave
employers a road map to win de-
partmental approval for funding
benefits through their captive pro-
grains.

Until the Columbia Energy ruling,
the Labor Department's key re-
quirement for company's wishing to
fund benefits through a domestic
captive was that at least 50% of a
captive's business had to consist of
third-party risks.

That condition, set in a 1979 rule,
was established by federal regula-
tors who maintained that taking on

a significant amount of third-party
business -would enhance the finan-
cial soundness of a captive and safe-
guard an employee benefit plan
from actions that would be benefi-
cial to the captive at the expense of
employees.

While it has not abandoned the
50% test, the Labor Department,
through its approval of Columbia
Energy's application, offered em-
ployers an alternative way to win
approval for placing employee bene-
fit business in their captives.

In the case of Columbia Energy,
the Herndon, Va.-based natural gas

company agreed to use an indepen-
dent fiduciary annually to ensure
that several conditions of its appli-
cation will be met.

Those conditions include making
sure that the long-term disability
plan purchases coverage from top-
rated insurance companies, that the
premiums the insurers charge are
comparable to those charged by
these insurers and their competitors
for the same coverage under similar
employer programs, and that partic-
ipants' benefits in the first year of

the LTD contract are enhanced.

To date, however, not one employ-

Consistent regulatory environment.

Accessible and responsive state officials.

World-class professional services.

DEPARTMENT OF ECONOMIC DEVELOPMENT

STATE OF VERMONT

er has followed Columbia Energy in
taking advantage of the Labor De-
partment's new flexibility. A few
employers, though-including The
Dow Chemical Co-have sought

permission to fund benefits through
insurance subsidiaries under the old

50% test.

Some captive experts say that, in
hindsight, it was unrealistic to ex-
pect employers to flood the Labor
Department with applications to
fund benefit programs through their
capt:ives.

That is because funding benefits
through a captive is a complex un-
dertaking. Typically, it calls for the
involvement of corporate executives
from several departments, including
risk management, finance and hu-
man resources.

"People can get very territorial.
Sometimes, when risk managers try
to promote this, they run up against
a brick wall with the human re-
sources people,” said J. Brady
Young, president of Strategic Risk
Solutions in Waltham, Ms<q.

"When so many people are in-
volved, it takes time to develop a fil-
ing," said John Woyke, a consultant
with Towers Perrin in VValhalla, N.Y.

Others note that an employer
needs time-more than just a few
months-to conduct a cost-benefit
analysis of the funding of benefits
through a captive.

"What are the costs? What are the
benefits? These are issues that take
time to analyze," said Henry Saveth,
an attorney with William M. Mercer

Inc. in New York.

One factor an employer must de-
termine is the extent to which it
must improve its benefit plan to win
Labor Department approval of a
captive funding benefit plan ar-
rangement.

"A benefit improvement seems to
be required. The question is, how
much? If you were planning to raise
benefits anyway, that may not be
much of an issue. But in the current
economic environment, how many
employers are considering boosting
benefits?" Mr. Saveth asked.

Columbia Energy, in anticipation
of the Labor Department ruling,
sweetened LTD benefits so that a
disabled employee would receive
60% of his or her salary. Pleviously,
the plan offered an LTD benefit of
30% of salary up to the Social Secu-
rity wage base and 60% of salary
over the wage base. Other changes
included a more liberal definition of
"disability."

While there has been no rush by
other employers to emulate
Columbia Energy, captive experts
say it is only a matter of time before
other employers file applications.

"l have spoken to a number of
companies, and several are looking
at this," said Ted Scallet, a principal
with the Groom Law Group in
Washington.

"There is interest, and we are
gathering data to see if the numbers
work," said Mr. Young of Strategic
Risk Solutions.

Indeed, Mr. Young said, there are
significant economic benefits to
funding benefits in a captive pro-
gram. And for that reason, he said,
more employers are likely to do it.

For example, funding benefit risks
through a captive allows the em-

ployer's insurance subsidiary--
rather than a commercial insurer-

to earn investment incorne on re-
serves, noted Dave Wolfe, a partner
with Gardner, Carton & Douglas, a
Chicago-based law firm. IM
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Brave new world for captive communication

Bv MICHAEL BRADFORD
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Domiciles expect to avoid OECD final list

By EDWIN UNSWORTH

he majority of the 10 cap-

tive domiciles included on

the Organization for Eco-

nomic Cooperation and

Development's prelimi-

nary list of tax havens say
the list has not hanned their image
with captive owners.

Last June, the Paris-based OECD
compiled a list of 35 international
jurisdictions with tax practices
deemed harmful to fair trade. The
OECD, a group of 30 industrialized
countries that seeks to develop and
improve international economic and
social policy, will publish a final list
of tax havens in June. And many of
the captive domiciles on the list that
were available to comment are con-
fident that they will not be on the
OECD's final list.

The OECD has given territories
on its preliminary list until July 31,

Technology

Continued *om page 14
Mr. Lajtha explained.

Mr. Lajtha said the company's
captive managers have made "sig-
nificant efforts to support and use
their extranet segments."

He pointed out that improved in-
terfaces between the captive man-
agers' back-office information sys-
tems and the ectranet databases are
being developed. "The idea is to re-
duce any form of manual base data
reentry" as information moves
among users, Mr. Lajtha said.

Videoconferencing is one technol-
ogy that has not caught on among
captive owners and managers.

"The extranet and e-mail works
well for a risk management team
that is not very often together in the
same place," Mr. Lajtha said.

2001, to agree to correct infringe-
ments of OECD principles before
the final list is published. Infringe-
ments, which must be phased out in
territories by the end of 2005, in-
clude having no or only nominal
taxes, a lack of effective exchange of
information, having a lack of trans-
parency, and attracting business
with no substantial activities.

Captive domiciles included on the
preliminary list are Barbados, the
British Virgin Islands, Gibraltar,
Guernsey, the Isle of Man, Jersey,
the Netherlands Antilles. Panama,
the Turks & Caicos Islands and the
U.S. Virgin Islands (Bi, July 3,
2000).

Six other jurisdictions, including
the world's two largest captive
domiciles, Bermuda and the Cay-
man Islands, escaped inclusion by
agreeing to eliminate their so-called

harmful tax practices by she end of
2005. The Isle of Man and the

There also are legalities with re-
gard to videoconferences that must
be considered by U.S. companies
that own offshore captives.

"AnNn alien insurer must not be
seen as doing business in the U.S.,"
Mr. James pointed out. The lines
could become blurred if managers
and captives were consistently
holding videoconferences. Atlantic
Security doesn't use the technology,
he said. "There are not any benefits
of seeing as opposed to listening on
the phone."

Computers and videoconferences
aside, there is another technology
that captive managers would like to
see, according to Mr. MaeKay. But
it's not one he's going to get anytime

When asked what else he could
use, Mr. MacKay replied. "l wish |
could clone some of my staff mem-

| = — N - =

Netherlands Antilles have since
joined this group.

The main weakness of die
OECD's threatened tax havens ist
is that any potential penalties of be-
ingincluded on the list are not spec-
ified. The report accompanying :he
original list only said that territories
regarded as having "harmful" :ax
practices "could be the subject c-f a
coordinated approach to defensive
measures."

Essentially, it will be up to OECD
member countries - which include
most developed nations-to impose
sanctions against noncompliant ju-
risdictions or the companies with
captives domiciled in them.

Guernsey, the largest of the domi-
ciles remaining on the list, with 375
captives at the end of 2000, is confi-
dent about being taken off:he
OECD's tax haven list.

Steve Butterworth, Guernsey's di-
rector of insurance, said the islard's
government is determined to meet
the OECD's mquirements.

He and Guemsey's captive man-
agers maintain that the threat of -De-
ing on the OECD's list has not de-
terred interest in captive forma-
tions. Guernsey added 11 captives in
2000.

"l don't think it has had any effect
on inquiries, because we ask"
prospective captive owners that
question, he said.

Malcolm Cutts-Watson, manag-
ing director of Willis Management
(Guernsey) Ltd. said, "It really dces-
n't seem to be on a lot of our clients’
radar screens. They're obviously
aware of Guernsey being a well-reg-
ulated domicile.”

Commenting similarly on clients'
responses, Callum Beaton, manag-
ing director of SINSER (Guernsey)
Ltd., maintains, "One or two have
inquired, but they are not worried."
He added, "I have every confidence
Guernsey will be off that list in :he

f.mire. The integrity it has to offe is
thare joi- all to see.”

Nigel Woodroffe, director of m-
sitrance for Jersey, the other Chan-
rel Island on the OECD list, said
tere has been no fallout from that
danidle's inclusion on the list.

-'Or all the other lists we're ccn-
sidered to be one of the best-regu-
la:ed domiciles in the world," he
said. He was referring to inquiries
t> thE Financial Stability Fonim of
tne International Monetary Fund
and tr.e Group of Seven leading En-
distrial nations; the review of the
Finannial Action Task Force evalu-
ston where Jersey was evaluated by
tnree ,other independent jurisdic-
tons and the United Kingdom's
Edwards Review of Financial Regu-
lasion in the Crown Dependencies.
An of these concluded that Jersey
was a well-regulated domicile.

[n Barbados, the second-largest
captive domicile on the list, with an
elimsted 228 captives, the mood is
also upbeat, though Barbados suill

dews the OECD's initiative as "mis-

guided," said Ben Arrindell, a part-
neir. the Barbados branch of Ernst
& Yo-mg L.L.P. who is participating
cir Barbados' negotiating team.

Mr Arrindell expressed confi-
dence that an agreement can be
reacked with the OECD before fne
July deadline.

'We've come quite a long way in
terms of meetingtheir demands," he
sa-d, citing discussions by a working
group of non-OECD members on
te plneiples of transparency, non-
discrmination and effective €x-
changZ of information

Unresolved issues remain, though,
including a demand by non-OECD
r.emters for a "level playing field"
cr which they can participate
equally with OECD members in
managing efforts to combat harmful
tax practices, Mr. Arrindell said.

I'he OECD initiative's impact on
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Barbados' insurance sector will de-

pend on various factors, Mr. Ar-
rindell said.

Even if the dc-micile is ultimately
listed as a tax haven, each OECD
member will decide whethe to im-
pose sanctions. 'The impac: will thus
depend partly on the willingness of
the United States and Canada, Bar-
bados' main sources of captive busi-

ness, to apply sanctions.
Inclusion of the Netherlands An-

tilles in the OECD's list has not af-

fected captive fcrmations there, said
Nataly Davelaar, superintendent of
insurance. She added that the domi-
cile has no plans to change its cap-
tive legislation. while noting that
she could not speak for anything
other than captive laws.

The Isle of Man takes its inclusion
on the OECD's kist "very seriously,"”
said Assistant Insurance Supervisor
Glyn Gilbert. As a result, the Manx
Treasury proposed the repeal of its
1981 Tax Exemplary Insurance
Companies Act and has been re-
moved from the list.

Graham King, director of Marsh
Management Services ([sle,if Man)
Ltd. said, "The Isle of Man is adapt-
ing its tax structure to make things
more transparer.t'

Gibraltar.60 expects k be ex-
cluded from the finallist.

Other domicites on the list were
could not be reached or were unable
to discuss efforts to avoid the final
list.

Wean Williams-Farrell, banks

and insurance examiner for the U.S.

Virgin Islands, said questions on the
OECD list would have to be referred
to the domicie's legal counsel.
Lawyers for the USVI did not re-
turn calls.

Panama is the only other captive
domicile whose position is unclear.

It was invited to a January meeting
of non-OECD members but did not

attend.

Carolf Aldred» Douglas MelLeod
and Gavin Sonter contributed to

this report.
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New single-

By GAVIN SOUTER

HANILTON, Bermuda-Captive managers
in Bermuda enjoyed a solid 2000 and have
great expectations for 2001.

A steady stream of captive formations
flowed into the island last year, and several
captive managers are reporting a flood of for-
mations and prospective formations in 2001.

The hardening commercial market or, in
some cases, the expectation of a hardening
market, is leading to a renewed interest in cap-
tives at the world's largest captive domicile.

In addition to new formations, several cap-
tives already in Bermuda changed managers,
some of which lost and gained senior manage-
ment teams through acquisitions and new ini-
tiatives.

The possibility of covering employee bene-
fits through captives is also generating interest
among captive owners, captive managers say.

While no additional captive owners so far
have taken advantage of a recent favorable
ruling on funding employee benefits through
captives, it is an attractive option that many
corporations willlikely explore over the next
several years, they say.

And new legislation making it easier to set
up segregated cell companies in Bermuda
should further stimulate the thriving rent-a-
captive market on the island, captive man-
agers say (see page 22).

Concerns over other legislative issues in
Bermuda have faded over the past year. But
several captive mangers say they are wary of
increases in employment taxes that have in-
creased costs. And although the government
has proved to be business-friendly, the impact
of new work-permit rules remains unclear.

The number of captives formed in Bermuda
increased to 50 in 2000, compared with 43 for-
mations in 1999. But nearly as many captives
were removed from the Bermuda register, ac-
cording to Business Insurance estimates. That
resulted in a total of 1,078, a net increase of
just three captives.

Overall in 2000, Bermuda added 94 new in-
ternational companies, including captives,
commercial insurers and reinsurers, an in-
crease from the 84 companies added in 1999.
But removals also increased, with 68 in 2000,
compared with 39 in 1999. That left a total of
1,564 international companies on the Bermu-
da register.

A mature captive market such as Bermuda's
sees a reasonable number of removals each
year, said Jeremy E. Cox, registrar of compa-
nies for Bermuda. Mr. Coxsaid thatthe figures
are not worrying; few of the removals are due
to captives changing domiciles and the rate of
new formations continues to be brisk, he said.

"We had a great year overall, particularly if
you focus on Class 1 and Class 2 captives," Mr,
Cox said. Bermuda has four classes of interna-
tional companies, with most captives falling
into the Class 1 and 2 categories. Class 1 cap-
tives are usually single-parent organizations,
while Class 2 captives typically have multiple

In 2000, Bermuda added 16 Class 1 compa-
nies, up from six in 1999, and 19 Class 2 com-
panies, up from 16 in 1999.

The pace of international company forma-
tions overall has picked up speed in 2001, with
19 formations completed through the end of
March, Mr. Cox said.

In some cases, corporations are seeing their
insurance costs rise in the hardening commer-
cial insurance market, and they seek to reduce
costs through captive formation, he said. In
other cases, Mr. Cox said, corporations are ex-
pecting increases in their insurance costs to
rise and are forming captives to preclude the
anticipated rate hikes.

Marsh Management Services (Bermuda)
Ltd. started or completed 24 new captives in
the first quarter of 2001, compared with 26
new formations for the whole of 2000, said
Rory Gorman, managing director.

"We've had an incredible start to the new

year," Mr. Gorman said.

The hardening commercial insurance mar-
ket is the main driver for the increase in cap-
tive formations, said Jill Husbands, senior vp
at Marsh.

"Clearly, we are seeing a turn in the market,
and we are incorporating as fast as is humanly
possible," Ms. Husbands said.

Policyholders expect commemialinsurers to
demand significantly higher rates in the fu-
ture; some policyholders, such as construction,
transportation and real estate companies, have
already seen large increases, she said.

"This is especially true in the middle mar-
ket," Ms. Husbands said.

One major new account
that Marsh won this year is
Texaco Inc.'s huge captive,
Heddington Insurance Ltd.
The captive had been self-
managed for more than 20
years. According to A.M.
Best Co., the captive had
$485.5 million in capital
and surplus at year-end 1999. It reported gross
premiums of $53.7 million, and it ceded $26
million in reinsurance premiums.

Marsh will take between five and eight
members of Heddington's staff when it as-
sumes the management of Heddington on May
1, Mr. Gorman said.

Membership in Green Island, a reinsurance
pool set up in 1997 for captives, held steady at
19 in 2000, said Ms. Husbands of Marsh, which
manages the facility. But pmmium volurne at
the facility increased 30%, to $325 million.

The pool reinsures the primary liability risks
of each member up to $100,000. And Marsh
plans to launch a similar pool for smaller poli-
cyholders mis summer, Ms. Husbands said.

"There are companies below the threshold
that are interested in Green Island, so we al-
ready have members for the new pool lined
up," she said.

Earlier this year, Aon Insurance Managers
Bermuda) Ltd. saw a significant increase in
the number of captives under its management,
due to its purchase of the captive management
business of International Risk Management

Group Ltd. That deal was completed on Jan. 8,
2001.

1

Yet the 250 captives that the new entity now
manages is 16 fewer than the combined com-
panies would have had based on last year's fig-

Aon lost 12 captives and IRMG lost 11, in-
cluding four that went to newly established
manager JLT Risk Solutions Management
(Bermuda) Ltd. That new manager is headed
by former IRMG staff.

Most IRMG clients have expressed no dis-
satisfaction that the formerly independent
manager is now owned by a major brokerage,
said Brian Durrant, who headed IRMG's
Bermuda captive operations and is now an ex-
ecutive vp at Aon.

"Al lot of those clients have been with IRMG
for 25 years, and | think most of them are very
comfortable with the situation because they
are dealing with the same individuals," Mr.
Durrant said.

All the 27 current IRMG employees in
Bermuda will be joining Aon. But the com-
bined managers also added several new ac-

counts and took over several others from other

managers, said Alan Cossar, executive director
of Aon.

The parents of all four new captive at Aon
are in the United States; two of the captives
cover punitive damages in addition to other li-
ability coverages, Mr. Cossar said. Another of
the new formations covers employee personal
lines, such as additionallife coverage, acciden-
tal death and dismemberment coverage,
homeowners and auto coverage, he said.

"That's an area where we are seeing more
interest, with corporations offering a variety of
personal lines through payroll deductions,”

Mr. Cossar said.

Captives set up last year by IRMG include
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one made in the mirror image of another when
the parent company spilt in two and each of
the new entities opted to continue using a cap-
tive, Mr. Durrant said.

In 2001, more companies are expressing in-
terest in establishing captive and more exist-
ing captive owners are making greater use of
the vehicles as commercial insurance rates
harden, Mr. Cossar said.

In some cases, commercial insurers are in-
sisting that policyholders increase their reten-
tions, and the policyholders are using their
captives to cover the increase, he said.

Aon had incorporated three new captives by
mid-March, Mr. Cossar
said.

When JLT decided to step
up its captive efforts last
year, it recruited several se-
nior managers from IRMG,
including Paul Bailie, who
heads its Bermu(la unit. The
Bermuda operation took
over the management of
Triangle Insurance Management Ltd., which
had previously been owned by JLT.

In addition to the ecisting captives at Tkian-
gle and the four captives lured from IRMG,
JLT added several other captives for which its
brokerage parent handles the commercial
placements, said Steve Arrowsmith, an assod-
ate at JLT.

But JLT also lost about 10 captives to lival
manager Atlantic Security Ltd., which re-
cruited former Triangle Director Bruce Fen-
ton.

All the client moves were completed by the
end of last summer, "and we've been actively
putting on new business since then," Mr. Ar-
rowsmith said. "We've established, or are in
the process of establishing, four new captives."

JLT now manages 25 captives.

Few JLT policyholders have established
captives in response to the hardening market
thus far, Mr. Arrowsmith said. "But the hard
market takes a bit of time to kick in, so there's
a delay between the hard market arriving and
setting up captives," he said.

Atlantic Security had an excellent year in
2000, said Colin C. James, Atlantic's president
and chief executive officer. The captive man-
ager increased the number of captives under
its management to 50 from 44, and it increased
its premium volume to $250 million from $155
million.

Atlantic's rent-a-captives saw "tremen-
dous" growth, Mr. James said.

Many existing captive owners are making
increased use of their captives to fund higher
retentions in the face of increasing rates, par-
ticularly for workers comp and auto liability
risks, he said.

BIC Corp. used its Bermuda-based captive
throughout the soft market and will continue
to explore how it can increase the use of the
captive, said F. Jeffrey Bruneau, risk manager
at the Milford, Conn.-based manufacturer.

Ranked by gross premium volume in millions of dollars

Manager

Marsh Management Services (Bermuda) Ltd.
Aon Insurance Managers (Bermuda) Ltd.t
Mutual Risk Captive Group Ltd.2

BF&M Management Ltd.

SINSER Management Services (Bermuda) Ltd.'
JLT Risk Solutions Management (Bermuda) Ltd.
Atlantic Security Ltd.

Becher + Carlson Management Ltd.

Willis Management (Bermuda) Ud.

Arthur J. Gallagher Management (Bermu(la) Ltd.

parent captives fueling Bermuda gains

"The market always moves in cycles, so we
are always looking at ways to use the captive
regardless of the market," Mr. Bruneau said.

BIC formed the captive, Xenia Insurance Co.
Ltd., in 1990, Mr. Bmneau said, BIC chose to
locate Xenia in Bermuda because the domicile
provided easy access and had an attractive
regulatory environment, he said.

While BIC continues to consider other domi-
ciles, it has not found any obvious advantages
in moving from Bermuda, Mr. Bruneau said.

As the hard market continues to take hold,
more captive formations should follow, said
Elizabeth A.C. Durrant, vp at BF&M Manage-
ment Ltd.

BF&M is in the process of establishing a
workers comp captive for a client and has sev-
eral other projects in the pipeline that will
likely develop into captive formations, she
said.

"It's a long process, so you can never be sure,
but 2001 seems to be shaping up nicely," Ms.
Durrant said.

Mutual Risk Captive Group Ltd. had a net
loss of two captives in 2000. While the captive
manger added four new captives to its roster, it
also saw several liquidations, said David
Ezekiel, chairman and CEO of MRM Global
Captive Group.

"So, we had a bit of a standstill year,"” Mr.
Ezekiel said. Thus far in 2001, though, MRM
has added two captives and has several others
in the process of forming he said.

"In terms of new prnspects, the first quarter
has been as busy as we've ever seen it," Mr.
Ezekiel said.

While the hard market is still to be seen in

some areas, risk managers seem confident that
it will arrive and are peparing for it, he said.

For example, one group captive that MRM
manages covers professional indemnity risks.
For the past three years, the owners have opt-
ed to buy commercial coverage rather than to
use the captive, Mr. Ezekiel said. The coverage
renews on June 1, and, for the first time in
three years, the captive will requote against
the commercial market, he said.

"And we are seeing the same mindset in all
of our group captives," Mr. Ezekiel said.

One of the new captives in 2001 isfora large
Internet-based company that covers its tradi-
tional liability and Internet liability risks, he
said.

MRM also added captives for several prop-
erty-related groups, including one that pro-
vides liability coverage for its tenants as well
as its own risks, Mr. Ezekiel said.

Willis Management (Bermucla) Ltd. added
four new captives in 2000 and lost one, said J.
Oliver Heyliger, the organization's managing
director.

One of its new formations was Boston Re,
which is owned by Cr'edit Suisse Pyrst Boston.

The captive covers parts of the bank's business
risks and serves as a vehicle to cover deals in

which CSFB is an investor.

See Bermuda on page 20

Premium volume Captives

2000 1999 2000 1999
$3,007.5 $2,141.0 297 303
2,263.0 1,810.0 250 195
1,736.0 1,480.0 157 159
437.0 408.5 28 21
400.0 475.0 80 82
370.0 NA 25 NA
250.0 155.0 50 44
210.0 147.5 21 17
156.0 125.0 30 21
153.0 80.0 16 18

' Pro forma numbers for 2000 to reflect the merger of Aon Insurance Managers (Bermuda) Ltd. and International Risk Management (Bermuda) ltd.
2 Includes International Advisory Services Ltd. 3 Formerly Skandia International Risk Management Ltd.

Source: 8/ survey
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formation adds to Willis’
o numbear of banking and fi-
nancial captive owners. The largest
mong "Willis’ clients, tma.n—
i resent

Heyliger said.

Growth at Willis in 2000 was not
related to the hardening insurarce
market, Mr. Hevliger said. In 2001,
though, “T've had half a dozen in-
quiries as a result of the hard mar-
ket, and I'd e: of those to
develop,” he ssid.

SINSER Management Services
(Bermuda) Ltc., which was “crmerly

called Skandia Internation:
Management Ltd., added six cap-
tives in 2000. But SINSER lost eight
captives last year, leaving it with 80)
captives under management. Of th=
eight lost, six were liquidated, on=
redomiciled to Vermont and onz
transferred to another manager, said
Nicholas S. Dove, president cf
SINSER.

The six new incorporations in-
clude one with a Swiss parent, while
the remainder have U.S.-based par-
ents. Two of the new captives are
providing extended-warranty cov-
erage for products sold by their par-
ents, he said.

But several captive managers
point out that it is not just market
concerns that have increased inter-

est ‘n the use of

In August 2000, the U.S. Labor
Department permitted Colurn
Energy Group to use the Vermont
bmnch of its Bermuda captive to

g-term disab:li
ht'-. While other captives .
usec to fund employee 1
Columkia ruling wa
ing of the formerly
quirements for captive cover ae,e of
oyee benefits and as a road

map: for use by other captive owners.

While many captive cwners are
intrigued by the prospect of using
their captives fo cover benefits, they
are wa:ting for the Labar Depart-
ment to adprove a second orogram
belore they go ahead with their
plans, said Marsh's Mr. Gorman.

1 as an eas-

lique  neutmlizy =

.,aﬁg_f leading off-

i

dictiors ters ¢

i only one way our

* senvices and advice

direction.

When a seconc approvel i
ed, “it will become more

tamp pro !

Several Marsh captive owners
have indicated that they will use
their captives to co its
a second approval is
Gorman said. Most of the interested
owners are non-U.S. companies that
already use their captivcs for non-
U.S. employee be

fits will be attractive only to L,ompdu
nies that seek to improve their bene-
fits, be e 15 one criterion
used to grant approval in the
Columbia case, Mr. Gorman noted.

“The cost benefit will not be
enough,” he saic.

After a second company is ap-

Bank of Bermuda
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proved to fund employee benefits
through its captive, “there will be
much more of ast-t
proach,” said Aon’s Mr. Dur

“A number of clients have said
that they don't n
be No. 2, but the

ance Co. Ltd,,

aimed at emplo

eral years, but the entity
one member.

s, for sev-
still has

it is for property/casually risks, be-
cause the dollar amounts involved
are typically much higher, Mr. Dove
said.

“I think it will develop, but it will
take 12 months hefore we see a reg-
ular flow, because it is a complicated
process,” said Willis” Mr. Heyliger.
He noted that Bermuda-based cap-
tives will still need to set up ore
branches to take advantage of the
ruling.

In addition to business considera-
tions, Bermuda captive mangers and
captive owners continue fo face po-
litical concerns, as the government
of Premier Jennifer Smith brings
changes to the island.

During the past year, the Bermu-
da government implemented its
controversial Commission for Unity
and Racial Equality rules on race re¢
porting in the workplac
CURE rules require a company tc
provide an annual breakdown on
the race, employment level and pay
of all its employee

When the ml
in 2000,
and oth
ecutives were cuncomvd t.h ‘

uld be a costly adminis-
trative en. They were also con-
ce
ated actions the government might
take once it had collected the data.

So far, though, it seems that the
CURE legislation has not ely
affected captive managers, sg
Marsh'’s Mr. Gorman.

“There’

ness groups,” he saic

According to MRM's Mr. Ezel
the CURE reporting concept is “
cellent and the reporting process is
not onerous.” But, he said, there is
still a question about how the gov-
ernment will use the information
that it has gathered. Mr. Ezekiel
serves as chairman of interna-
tional companies division of the
Bermuda Chamber of Commerce.

“We a one year to 18
months away i"rnm H—‘d“'\ seeing
where that one goe:

The g

"(J()() by i
7 of em np to a tap of
7, a “notional”
\ 3,200 could be used.
The cap was th reduced to
$225,000 this y
The increase in |
s for busine
said NI] Gorman.
captive owners are concerned, it's
had less impact, or even marginal
impact, compared to other compa-
nies where the cap comes into play
more frequently,” he said.

There is no direct correlation be-
tween the increase in the employ-
ment tax and the fees charged by

See Bermuda on page 22

roll tax raises
s in Bermuda,
“But, as far as




think bigger!

When you want to nail down a piece of business, look
beyond your insurance agency's in-house resources to
the powerful strategic alliances you can build that will
make your firm more knowledgeable, more creative
and more productive. Make contact with your local
Sweit & Crawford office when you need to place
specially risks df any size. As the nation's largest
wholesaler, we can deliver unequalled experience,
market access and clout, underwriting know-how and
reinsurance expertise that can't be matched by any
other local or national specially risk broker. Give us a
call and we'll help you pound out the winning position.

Swett & Crawford

www. swe#.com

44*AN

% f

© 2001 The Swe#& Cewford Group, inc.
For the Swett & Crawford office nearest you, call:

Atlanta, GA (404)240-5200 + Bellinghan4 WA (360) 671-0500 « Boise, ID (208) 376-1161 + Boston, MA (617) 757-3300 * Cincinnati, OH (513) 768-7600  Clearwater, FL (727) 536-1006
Coral Gables, FL (305) 461-8500 « Dallas, TX (214) 747-1200 * Denver, CO (303) 755-5775 « Detroit, Ml (248) 333-0500 * Fresno, CA (559) 227-3535 « Glens Falls, NY (518) 792-4228
Greensboro, NC (336) 852-7882 « Honolulu, HI (808) 545-2401 + Is Angeles, CA (213) 439-3400 « Minneapolis, MN (612) 333-0361 « Newport Beach, CA (949) 737-7300
New York, NY (212) 791-9745 Pennsauken, NJ (609) 488-5545 + Philadelphia - North, PA (215) 576-1500 + Philadelphia - West, PA (610) 891-7171 « Phoenix, AZ (602) 867-4100
Portland, ME (207) 774-3857 « Portland, OR (503) 253-3245 » Reno, NV (702) 323-8828 « Richmond, VA (804) 934-0320 + Salt Lake City UT (801) 266-5199 + Seattle, WA (206) 448-9400
St. Croix, U.S. Virgin Islands (340) 778-0449 St. Imis, MC) (314) 231-9470 « Woodland Hills, CA (818) 348-7026



22 /April 30, 2001, Business insurance

Bermuda

Continued from page 20
captive managers, said Aon's Mr.
coOSssar.

"But, clearly, anything that in-
creases our costs does causeusto ex-
amine fee levels. However, it would
depend on the circumstances of the
individual company," he said.

Because the cap increases costs,
international companies are dis-
cussing with the g,ivernment the

possibility of rolling it back further,
Mr. Ezekiel said.

"There are increased costs for
captive mangers, anc, at some stage,
they could be passed on. But, so far,
most companies have done a pretly

good iob of retaining the costs," he
said.

In another employment-related
move, the island government has
proposed putting a s--year limit on
work permits for expacriate employ-
ees, vith some exceptions, including
allowing extensions for key person-
nel.

The capsive managernent sector
and tne insurance market in general
in Bermuda are heavily dependent
on expatriate employees from
Britain and Ncrth Amenca.

But the limit on wcrk permits
should not caue problems for cap-
tive managers, because it is clear
that tiere are not enough qualified
Bem.udians arailableto mar-age the
lalRe number of captive in 3ermu-

da, Mr. Heyliger said. Consequently
he said. captive managers will likely
be allcwed to continue to recrui:
from overseas.

International companies won:
know whether they'll be allowed to
ectendthe work pennits for aL their
expatriate captive management per-
sonnel for another six years, Mr.
Heyliger said. That is when the mos:
recently issued permits are corsid-
emd for renewal, he said.

"But both. political parties are
pro-business,"” Mr. Heylige said.

The gevernment has also stated
that exemptions to the six-year rule
will be made for 'good corporate
citizens: While it is not clear pre-
eisely what is meant by the term,
captive managers in Bermud ; sau

CORPORATE
SOLUTI NS

your worild -- O O -

www. axa-corporatesol ions.co

that, as long astheyareseentomake
significant efforts to employ Bermu-
ctans wherever possible, they likely
will be viewed favc,rably by the im-
rrdgration author_ties. Mcst captive
managers are already keen to em-
ploy as many qualified Bermudians
as possible to avoid the costs of
bringing in employees from over-
seas, they say

"They seem to be saying, 'As long
as you are a good corporate citizen,
we can talk*' " said Philip Barnes,
managing director at Aon

And because there is a worldwide
shortage of quwlified accountants,
Air. Barnes said the irnmigration
authorities willlikely be sympathet-
ic to captive managers' expatriate
enployment needs EM

Bermuda
rental

market

| |
By GAVIN SOUTER
HAMILTON, Bermuda-
Rent-a-captives in Bermuda
largely enjoyed another pros-
perous year in 2000.

While some of the long-estab-
lished facilities had a challeng-
ing time last year, several others
saw substantial increases in
both members and premiums.

That growth is continuing in
2001 as commercial insurance
rates increase and more corpo-
rations seek coverage in the al-
ternative market.

And the growth in agency pro-
grams should also continue as
insurance agents seek to benefit
from the underwriting experi-
ence on their profitable books of
business, rent-a-captive man-
agers say.

New rent-a-captive regula-
tions easing the formation of
segregated-account rent-a-cap-
tives in Bermuda should add an-
other dimension to the prosper-
ing market in the domicile, ac-
cording to rent-a-captive man-
agers.

Bermuda's largest rent-a-cap-
tive, the Insurance Profit Cen-
ter, added 43 new accounts in
2000-including 16 in the last
quarter-according to David
Alexander, president of Mutual
Indemnity (Bermuda) Ltd.,
which owns IPC.

But IPC, which is ultimately
owned by Mutual Risk Manage-

ment Group Ltd., also did not
renew 52 accounts and closed

nine. That left IPC with a total
of 537 accounts, compared with
503 in 1999, but only 147 active
accounts, compared with 156
the year before.

Gross premiums for IPC's par-
ticipants rose to $181 million
from $147 million.

Of the new accounts, 27 were
corporate accounts and 16 were
program accounts, which is a
reversal of the trend over the
past several years, in which IPC

has taken on more program
business. "That is consistent

with our intention to write few-
er small programs,"” said Mr.
Alexander.

The increase in corporate ac-
count business has largely been
derived from California workers
compensation business, where
rates are increasing and several
financially troubled insurers
have withdrawn from the mar-
ket, Mr. Alexander said. "And
as soon as rates start to go up, it
makes sense for people to look
at the alternative market,” he
said.

Submissions to IPC were
strong in January and February,
while interest waned in March
due to the financial uncertainty
surrounding MRM (BI, April

See Rent on page 24
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23). Prospects for the rest of the
year, however, look promising
now that MRM has secured a
capital injection, Mr. Alexander
said.

Hurst Holme Insurance Co., a
rent-a-captive managed by In-
ternational Advisory Services,
another unit of MRM, saw mem-
bership fall in 2000.

The number of active pro-
grams as of Dec. 31, 2000, fell to
16 from 21, and premiums writ-
ten during the year also fell, to
$14.3 million from $15.5 million.
Since the end of last year, Hurst
Holme has added another three
programs, said the rent-a-cap-
tive's president, David Picker-
ing.

"The hardening of the
fronting and reinsurance mar-
kets for agency programs forced
a number of our clients to re-
view their ability to fund their
exposures. While those that
were able to continue will un-
doubtedly see increased returns
from the hardening market-
place, a number of clients were
unable to replace their pro-

771is time last year
/br many compa-
nies...a rent-a-captive

facility was a good

alternative.’
-Steve An-owsmith

ILT Risk Solutions

grams prior to the year end,” he
said.

Other managers saw stronger
growth in 2000.

Artex Insurance Co. Ltd.

added seven new programs in
2000, taking its total to 20, said
David J. MeManus, president of
Arthur J. Gallagher Manage-
ment (Bermuda) Ltd., which
manages the rent-a-captive.
Gross premiums grew to $57
million from $27 million.

Agency program business ac-
counted for most of the growth,
Mr. McManus said. And the
agency business will likely con-
tinue to grow in 2001 as com-
mercial insurance rates in-
crease, he said.

In a hardening market, insur-
ers often try to pare back the
commissions they pay agents as
premiums increase, and agents
with profitable books of busi-
ness will likely try to increase
their profits by placing that
business in a rent-a-captive, Mr.
McManus said. "Agents will be
looking to control their rev-
enues," he said.

Encouraging insurance agen-
cies to join a rent-a-captive pro-
gram to share in the profits of
good business is "a great defen-
sive mechanism for insurers that
want to participate in the busi-
ness," said Colin C. James, pres-
ident and chief executive officer
of Atlantic Securities Ltd. If
agents reap some of the under-
writing profits through a rent-

a-captive, they are less likely to
move the programs to other in-
surers, he explained.

Additionally, Artex is seeking
to create programs for "dis-
tressed classes of business," Mr.
McMenus said, referring to ac-
counts that have generally suf-
fered losses and are now experi-
encing large rate increases.

Gallagher loss control special-
ists will audit potential pro-
grams, and those that pass Will
be allowed to join a cell of Artex
specifizally created for a certain
class of business, he said.

So far, Artex has created a cell
for workers comp programs for
temporary services agencies,
and it is seeking to target other

distressed lines, Mr, MeManus
said.

"The clients will be taking on
some risk, but they will know
that good loss cintrot measures
are m place," he said.

Policyholders ccntinue to
show a strong interes: in rent-a-
captives in 20]C, said Steve Ar-
rowsmith, an associate at JLT
Risk Solutions Management
(Bermuda) Ltd.

"This time 1 ast year, for many
companies, it was r.ot worth-
while setting up their own in-
surance subsidiary, but a rent-
a-captive facEity was a good al-
ternative, he said.

Now, even thcugh the harden-
ing market is inzreasing interest

Ipaaan

in single-parent captives, rent-
a-captives continue to thrive,
Mr. Arrowsmith said.

Most of Atlantic Securities’
rent-a-captives had a strong
2000, said Mr. James, the presi-
dent and CEO.

"Rent-a-captives continue to
show substantial strength in
program business, which has
been growing exponentially for
the past three years and will
probably continue to, he said.

The hard market and the in-
creasing use of rent-a-captives
to provide coverage for punitive
damages-coverage many U.S.
states prohibit-should fuel that
growth, he said.

Claims paid to U.S. companies
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that buy punitive damages
wrap-around coverage are typi-
cally paid to the companies’
non-U.S. units.

In 2000, one of Atlantic's fa-
cilities, Magna Carta Insurance
Co., increased its premium vol-
ume to $12 million from $10
million, and its membership in-
creased to 140 from 100, Mr.
James said. The rent-a-captive
specializes in agency programs
and punitive damages wrap-
around coverage.

Another facility, Universal In-
ternational Reinsurance Co.
Ltd., increased its premium vol-
ume to $18 miillion from $17.5
million in 1999, and its member-

Continued on next page
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Continued from previous page
ship increased to 25 from 22. The
rent-a-captive is an offshore fa-
cility for U.S. entities seeking to
minimize federal excise taxes on
direct placement, Mr. James
said.

Universal Re-Insurance Co.
Ltd. saw its premium volume in-
crease to $63 million in 2000
from $40 million in 1999, while
its membership grew to 45 from
41, said Hal Forkush, president
of the rent-a-captive.

Universal Re, which writes
mainly program business, has
benefited from the increasing
rates in the commercial market,
he said. "And the rent-a-captive
concept has become so popular

i L/
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these days, with so many agents
and MGAs looking for ways to
increase their revenues,"” Mr.
Forkush said. Existing accounts
in Universal Re are also growing,
he said.

Becher + Carlson Management
Ltd. has seen much more growth
in rent-a-captive business than
in single-parent captive business
over the past several years, said
Tony Bibbings, senior vp.

"Over the past three years,
we've probably added three ac-
counts on the captives side, but
on the rent-a-captive side, we've
gone from zero to 30 in five
years," he said.

Some risk managers prefer to
join rent-a-captives rather than

set up single-parent captives to
avoid lengthy decision-making
processes, Mr. Bibbings said.

"If you are a risk manager and
you want a captive, you have to
set up a subsidiary, and that's a
board decision. With a rent-a-
captive, you have many of the
advantages of a captive, but you
can do it yourself," he said.

Becher + Carlson owns two

rent-a-captives, Princeton Eagle
Insurance Co. Ltd. and Prince-
ton Eagle West Insurance Co.
Ltd. Each captive has 10 pro-
grams.

In 2000, Becher + Carlson
added two captives, both of
which were Japanese rent-a-
captives for agency programs,

— = T T/ —
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Mr. Bibbings said. Japanese
agency business js exceptionally
profitable business, with most of
the programs recording com-
bined ratios of less ttan 100%,
he said.

One of the main attractions of
rent-a-captives over sjngle-par-
ent captives is that they are
much cheaper to set up, said
Elizabeth A.C. Durrant, vp at
BF&MManagement Ltd. "You
don't have the capital outlay and
ybu don't have all the adminis-
trative expenses of running it,"
she said.

BF&M's rent-a-captive, Fort-
ress Insurance Co. Ltd., which

has six members, had a stagnant
vear in 2000.
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SINSER Insurance Ltd. had its
best year ever in 2000, as its
membership increased to 48
from 40, said Nicholas S. Dove,
president of SINSER Manage-
ment Services (Bermuda) Ltd.,
which owns the facility.

Most of the new members are
insurance agencies, he said. "A
lot of agents have terrific pro-
grams, and they see the opportu-
nity to participate in the risk,’
Mr. Dove said.

With the looming hard market
in many lines of coverage, the
agency programs are set to be-
conne even nnore profitable.
which has encouraged more

agents to join rent-a-captives, he
said.

SINSER is one of the few man-
agers in Bermuda to have so far
taken advantage of the new seg-
regated-account legislation that
is intended to make it easier and
quicker for segregated cell rent-
a-captives to be established in
Berrnuda.

Under the legislation passed
last fall, the Segregated Ac-
counts Companies Act 2000,
rent-a-captives that legally sep-
arate the accounts of individual
members so that they do not suf-
fer from each other's losses, can
be quickly and cheaply estab-
lished.

While segregated-account fa-
cilities could previously be es-
tablished in Bermuda, each one
required a private Act of Parlia-
ment, which could take up to 10
weeks and cost $30,000 in legal
and other fees.

Under the new law, which is
similar to laws in other domi-
ciles, segregated-account rent-a-
captives can be ,established in
less than two weeks and at a
substantially lower cost.

SINSER is in the process 01
forming one of the first segregat-
ed-account rent-a-captives un-
der the new law, Mr. Dove said.
The rent-a-captive-to be called
SINSER SAC Ltd.-already has
several members lined up.

While some rent-a-captive
members prefer to join facilities
without segregated cells for U.S
tax-deductibility reasons, others
prefer the segregated set-up as it
ensures that they will not suffel
losses from other members'
risks, Mr. Dove said.

Some rent-a-captive members
are interested in the segregated-
account option, but others are
leery, said David Ezekiel, chair-
man and chief executive officer
of MRM Global Captive Group.

To deduct captive premiums,
U.S. authorities require risk
transfer, and with the segregated
cell rent-a-captives, "you have
to be ultra careful when you are
doing it for the first time" to
make sure that risks are being
shared and truly transferred, he
said.

Bermuda's new segregated-ac-
count legislation has fueled in-
terest in rent-a-captives, he said.
"There are still a lot of compa-
nies that don't have the critical
mass needed to form a single-
parent” captive, said Mr. Arrow-
smith of JLT.

And rent-a-captives are now
being used to house specialized
financial vehicles, he said. For
example, they can be used to se-
curitize credit risk through
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Hardening market helps Cayman continue growth

By SALLY ROBERTS

GRAND CAYMAN, B.W.L-The
firming of property/casualty insur-
ance rates is creating more activity
and growth in the Cayman Islands
captive market, not only in new for-
mations but also in the expar.mon of
edsting captive programs.

Although the world's second
largest captive domicile has grown
throughout the soft pricing in the in-
surance market-it added more
than 180 captives since 1997--cap-
tive managers and regulator.s say
growth now is occurring as a dimot

result of the firming market. This is
especially evident in the health care
industry, Cayman's bread and but-
ter line of business, they say.

In addition to new formations,
captive managers say they also are
seeing growth from new lines of
business being added to existing
captives; inactive captives being ac-
tivated again; new shareholders be-
ing added to group captives; and
new cells being added to segregated
portfolio companies, which are Cay-
man's 3-year-old, more secure form
of a rent-a-captive. Although this
activity is not reflected in the domi-

Cimmera

0111at

tBCISEXO,

| lI"fhwm

/131 1/1ili

11

cile's total captive count, it is repre-

sented in increased premium vol-
ume on the island.

ISLA?DS

Indeed, the more than 20 licensed
captive insurance managers in Cay-
man managed $3.2'4 billion in total

p.*miums in 200C, a 31.4% r_crease
from 1999

All this has leading captive man-
agers on Ehe island optimistic that
2001 may be another year cf record
growth similar to 1998 when Cay-
man put 52 new captives on the
boiks.

In 2030, Cayman added 46 new
captives. Taking into account the 26
captives that surrendered their li-
censes, Cayman was home to 515
companies, most of which are single
parent, association and grolrp cap-

tives For the first three months of

20)1, Cayman added 10 new cap-
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tives and surrendered six licenses.

The hardening market is "putting
Cayman back up on the radar
screens," said Seamus Tivnhan, se-
nior vp and branch manager for
Marsh Management Services (Cay-
man) Ltd. "We're very, very busy at
the moment in terms of captives," he
said.

Mr. Tivnan returned to Cayman
last November after heading up
Marsh's Hawaii captive operation
for nearly a year. He replaced
Wayne Cowan, who left Marsh to
direct JLT Risk Solutions (Cayman)
Ltd., Cayman's newest captive man-
ager.

Mansh added 13 captives in 2000,
bringing its total count under man-
agement to 134. Premium volume
rose 21.4% to $700 million, making
it the second largest manager on the
island.

"The Cayman captive scene is
very buoyant," agreed JLT's Mr.
Cowan. "Even though we have been
in existence since January and have
not really publicized our new ven-
ture, we have had many inquiries
from new business prospects." JLT
currently has three captives under
management and four employees.

"We're seeing captives being re-
vived," agreed Stephen Gray, vp of
Willis Management (Cayman) Ltd.
"Two years ago, a lot of companies
were presented with attractive guar-
anteed-cost options. Those seem to
have dried up," he said.

Willis added three new captivesin
2000, but it wound up or liquidated
six others it managed at the end of
1999 and in 2000, bringing its total
under management to 30. Premium
volume incmased 5.7% to $989 mil-
lion based on a restated 1999 plemi-
um volume figure of $936 million,
making Willis the largest captive
manager in Cayman. Nearly $775
million of Willis' 2000 premium vol-
ume comes from one automobile ex-
tended-service and warranty cap-
tive set up by a subsidiary of a large
U.S.-based motor company, Mr.
Gray said. While the captive has
been active since 1995, premiums in
the past were reported on an earned
premium basis instead of a gross
premium basis.

Captive managers and regulators
point out that the number of new
captives forming in Cayman is not
the whole growth picture on the is-
land. They also are seeing existing
captive programs expanding.

"With the tightening reinsurance
market, existing captives in run off
are now activating again, and pro-
grams that were not in runoff are
expanding their coverages-that's
not just taking on increased reten-
tions and higher excess levels, but
adding on new lines of business as
well," said Gordon Rowell, head of
insurance supervision in Cayman.

Michael W.B. Gibbs, for example,
said that much of the growth at
Kensington Management Group
Ltd., for which he serves as presi-
dent, has come from existing group
programs.

"Those not taking advantage due
to the soft market...am coming back
big time," he said. "We've seen 50%
increases in some group programs.
That's why our premium volume
has gone up so much," he said.

Kensington's premium volume in-
creased 37.7% to $275 million in

See Cayman on page 28
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2000. It added three new caoives to its ros-
ten bringing its total captive ccunt under
management to 24. Kensington is owned by
Mutual Risk Management and combines its
figures with Mutual Risk Management
(Cayman) Ltd. Combined, Mutual Risk
Management managed 82 captives with
$430.5 million ir premium volume in 2000,

making it the fourth largest manager on the
island.

"The number of captives does nct Jell the
whole story," said John M. Pitcairn presi-
dent and chief operating officer of MRM
(Cayman). He said that MRM, for instance,
added three new SPCs _ast year and each
SPC continues to add additional cells,
which helped pave the way for a 63% in-
crease in premium volume to $1:5.5 million.

Although captive formations in Cayrnan
over the last several years have been mere of

Largest managers of Cayman captives

Ranked by gross p-emium volurre in m llions of dollars

Manager

Willis Management (Cayman) Ltd.

Marsh Management
Services (Cayman) Ltd.

Aon Insurance Managers(Cayman) Ltd.2
Mutual Risk Management (Caymen) Lid.3

HSBC Financial Services (Cayman) Ltd.
dba HSBC Insurance Management

Caledonian Bank & Trust Ltd.
Chandler Insurance Managemelt Ltd.
Crusader International

Management (Ca,man) Ltd.

Britannia Insurance

Management (CaMman) Ltd.

Monkton Insurance Services Ltd.

Premium volume Captives
2000 1999 2000 1999
$989.0 $936.01 30 33
700.0 576.5 134 130
658.8 198.0 66 28
430.0 291.7 82 71
240.0 225.0 81 87
66.64 50.0 5 18 17
57.8 36.7 12 10
33.0 21.0 6 7
31.0 31.0 3 3
17.8 11.5 6 4

1 Restated 2 Pro forma numbers for 2000 to reflect me merger of Aon Insurance Managers (Carman) Ltd. aid intemational Risk Maia,Jement (Cay
man) Ltd. 3 Includes Mutual Risk Managemert (Cay-nan) Ltd. and Kensingtor Management Grcup Ltd. 4 Does notinctude $134,00 1 n Dre-niums

from a loss portfolio noation. 5 Estimate
Source: B/survey

a mixture of workers compensation, general
liability, property, deferred variable annu-
ities and others, Cayman continues to be the
domicile of choice fcr the health care indus-
try. More than 30% of the island's cap-
tives-171--fund health care-related risks.
And despite already having a dominant
market share in that indus:ry, Cayman
managers say they are receiving more in-
quiries and establishing more health care
related captives as medical malpractie and
professional liability coverage continues to
tighten in the standard market.

"The health care results last year in the
commercial market were abysmal/' Mr
Rowell said. As such "a lot of co:rpanies
have been approaching us with greater in-
terest in foi-ming captives," he said, noting
that employers in the long-term health oare
business, like nursing homes operators, have
been particularly inzerested in forming cap-
tives.

"The inquires we'ie had this year are a re-
sult of the hardening market in areas such
as nursing homes and home care." said
Steven R. Butler, financial director of Chan-
dler Insurance Management L:d.

"The popular old solid lines never seem to
go away," Mr. Bi-tler said, referring to
health care risks as well as workers comien-
sation risks. In 2000, Chandler added twc
new captives, bringing its total under man-
agement to 12. Premium volume inereased
57.6% to $57.8 million.

"It's very busy for tIs," said Peter MacKay
chairman and chief executive officer of
MRM. Not only did the manager put on 12
new captives ir_ 2000, it'x already pu- on an-
other four in 2001 anc has six waiting in the
Hpings

"Three of the captives this year are hard
market driven," Mr. MacKay said. "Medical
malpractice rates particularly have gone up
dramatically,"” he said.

The hardening market is generating a lot
of interest from nursing homes and the
health care business in general, agreed Peter
K. Jones, managing director of Aon Insur-
ance Managers (Cayman) Ltd. All areas
seem to be hardening, even the property
market, which will bring even more interest
in captive formation to Cayman, he predicts.

"Overall, | think it will be a very, very
good year for us. In fact. the next couple of
years will be very good," he said.

Aon added nine new captives in 2000.
while premium volume grew 41.4% to $280
million. Aon, which ranked as the sixth
largest captive manager based on 1999 pre-
mium volume, becomes the island's third
largest manager as a result of parent compa-
ny Aon Corp.'s December acquisition of the
captive management and risk finance con-
sulting operations of International Risk
Management Group Inc. IRM (Cayman) was
the fifth largest captive manager on the is-
land last year. Combined, Aon now has 6(
captives under management and $658.8 mil-
lion in premiurn volume.

Aon will move into IRMG's existing office
space in June. noted Mr. Jones, who is the
managing director of the combined entity
Anthony Stelling, IRMG's president. now
has regional responsibility for Marsh's cap-
tive operations in the Caribbean.

Much of the growth in Cayman is in SPCs,
captive managers and regulators say,

In 1998. Cavman introduced the SPC,
which is a corporate structure that allows

See Ca¥man on page 32
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for the legal separation of the as-

sets and liabilities of individual

cells. At the end of 2000, Cayman
was home to 27 SPCs with a com-
bined 76 cells, compared with 15
SPCs with 42 cells among them at
the end of 1999. At the end of
March, Cayman was home to 30
SPC and 136 cells, Mr. Rowell
said.

"There's a lot of activity in
SPCs," said Mr. Tivhan. Marsh, for
example, added three new SPCs in
2000, converted its own rent-a-

captive into an SPC and has added
two new SPCs so far in 2001.

In addition to SPCs, Cayman

also has made a name for itself

with its special-purpose vehicles,
or SPVs.

Most of the SPVs-independent
reinsurance companies set up by
insurers as formal issuers of catas-
trophe bonds and providers of
reinsurance contracts-that were
formed worldwide in the last few
years are located in Cayman.

Although the SPV market in
Cayman grew to 22 at the end of
1999, ' activity has since waned.
There were just 21 SPVs at the end
of 2000.

Mr. Rowell blames the stagnant
SPV market on the property wic-
ing environment in the United
States, which he said is currently

not conducive to their formation.
The SPVs set up in Cayman
proved that they can work, but
"the market is too soft to warrant
this kind of access at the moment,”
Mr. Rowell said. It will be another
year or two, as the property mar-
ket continues to harden, before
SPVs are more widely used, he
predicted.

"One thing about Cayman
which puts us ahead of every other
jurisdiction is that the innovation
here is incredible,” he said, refer-
ring to the creation of SPVs and
SPCs.

INn addition to its innovation,
Cayman has gained a reputation
over the years for its flexible regu-
lation, easy access to regulators

EXXPERT NITSI1ON

and its well-developed financial
infrastructure. In addition to more
than 500 captive insurance com-
panies, Cayman also is home to a
vast array of other financial firms,
including approximately 500
banks, all the major accounting
firms and many law firms.

While Cayman's financial regu-
lation and business practices have
been described as being of the
highest quality, they came under
scrutiny from various overseas or-
ganizations in 2000. Cayman
avoided being included in the Or-
ganization for Economic Coopera-
tion and Development list of tax
havens, but it was included in the

Financial Action Task Force list of

jurisdictions deemed to be "non-

Risk. Many times it's hard to see. It takes an expert to see it, understand it, and make sure you're protected.
At Acordia, that's what we do every day for thousands of clients across North America. We know your local area.
We're trained in your business. And we're trained in our business to help you manag= risk most effectively. So
that what you get is the best local support possible, supported by the resources of the HI«A Global network.

Visit our web site at www.acordia.com. We can help you minimize your risk. And maximize your potential.

A Member Of The

HL A Global

Netwvwork

(**:ordia

America's Local
Insurance Broker

WwWwwwwwv  acordia.corm

cooperative" in the task force's
fight to combat money laundering.
In addition, the British govern-
ment set out last year to review its
overseas territories' regulatory
practices, including the Cayman
Islands (see related story).

The Cayman Islands Monetary
Authority, which oversees insurers
and banks, has a new head of in-
surance once again. Mr. Rowell be-
came head of insurance after Clive
Thursby, a former consultant for
Tillinghast-Towers Perrin, left the
office in January. Previously, Mr.
Rowell was deputy head of insur-

Despite the frequent turnover in
that position-Mr. Thursby stayed
just one year as head of insurance
supervision-Mr. Rowell said that
little disruption has occurred.

"The most important thing
about regulation is not the head of
insurance; it's the people that form
this department,” he said. "We've
had very little change within the
department over the last seven to
eight years." Mr. Rowell has been
with the department for more than
four years.

"The head of insurance does
make the final decisions, but the
decision is based on the work of
the people of the department,” he
= =—a i< _ T m

Scrutiny
produces

response

By SALLY ROBERTS

GRAND CAYMAN, B.W.lIl.-
Regulation and general business
practices in the Cayman Islands
passed scrutiny from various
overseas organizations in 2000.

Last June, the world's second-
largest captive domicile avoided
inclusion on the Organization for
Economic Cooperation and De-
velopment's list of jurisdictions
deemed to have "harmful” tax
practices, by agreeing to take any
necessary measures outlined by
the Paris-based OECD. Specifi-
cally, the Cayman government
outlined a three- to five-year
time frame for the exchange of

information regarding criminal,
civil and administrative tax mat-

ters (BIl, June 26,2000).

Although Cayman did not ap-
pear on the OECD tax haven list,
it did appear on a list of jurisdie-
tions that the Financial Action
Task Force deemed "non-cooper-
ative" in its global efforts to com-
bat money laundering.

The FATF, a Paris-based poli-
cy-making body created in 1989
by the G-7 Summit, set out 25
criteria last February to identify
detrimental rules and practices
that it says impede international
cooperation in the fight against
money laundering. Fifteen juris-
dictions, including the Cayman
Islands, were identified as nonco-
operative by the FATF in June.

The FATF noted that although
the dornicile had criminalized
money laundering and encour-
aged reporting of suspicious
transactions, Cayman lacked le-

See SCrutiny on page 34
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gal requirements both for the re-
porting of such transac:ions and
for customer identification and
record keeping.

The Cayman Island govern-
ment quickly reacted by passing
legislation last year.

Among the new requinments,
the government revised its Pro-
ceeds of Criminal Conduct Law
by establishing a new criminal
offense of failure to refort the
knowledge of or suspicion of
money laundering. It also issued
new money laundering regula-
tions that require those engaged

¥2»0.:1-tt

in "relevant financial business,"”
including captive managers, to
implement and maintain systems
and training prccedures de-
signed to prevent money laun-
dering. Those measures include
identification procedures, record
keeping procedures, internal re-
porting procedures and employ-
ee training. Cayman will scon
pass further guidelines that will
outline the specific steps toward
implementing those practices It
expects to be removed from the
FATF list once it has implement-
ed all the necessary reforms.
Leading captive managers and
regulators on the island say that
the money-laundering reforms
introduced by the Cayman gov-

Jrl
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ernmen: put into law practices
that were already established

through industry codes of con-
duet.

;'The Insurance business here
in Cayman is of the highest stan-
dari and of the highest quality,”
said Got don Rowell, Cayman's
head of insurance supervision. "l
would lice to think that every-
or-e who does business here
would want to ensure that they
are dcinF business in a place that
is hignly regulated and that we
know exactly who is doing busi-
ness here, and we do. We've put
in Flale procedures that will put
people's minds at ease," he said.

John M. Pitcairn, president
and chiEf operating officer of

L=

Mutual Risk Management 'Car
man) Ltd., agreed. "It is always
the intenticn of the Cayrian .s-
lands to maintain the highest
standard of professionalism in
the.ndustry."” Mr. Pitcairr. noted
that "Cayman is the leading off-
shore center in enacting legisla-
tion to combat money launder-
ing and otter financial crimes.
The recently passed legislation
should enable the Cayman Is-
lands to keep its place in the
forefront of offshore financial
centers."”

Sreven R. Butler, financial di-
recior of Chandler Insurance
Management Ltd., noted -nat, of
all Einancial industries, "the in-

surance industry is the least :f-
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feeted" by the new legislation,
because it already is well regu-
lated and the managers know
who their clients are. "It's just
never been written into statute
before," Mr. Butler said.

Other captive managers point
out that the increased scrutiny of
Cayman's regulation last year
could have a positive result.

"It shouldn't change very
much how we do business day to
day in Cayman, but, hopefully, it
will strengthen the world's view
of Cayman as an offshore insur-
ance center,"” said Peter K.
Jones, managing director of Aon
International Risk Management
(Cayman) Ltd. "This could lead
to increased opportunities for
us."

Seamus Tivnan, senior vp and
branch manager of Marsh Man-
agement Services Cayman Ltd.,
said that the increased scrutiny
has "given us a chance to show
off our professional standards
and business practices." As a re-
sult, he said, "more large For-
tune 500 companies may come to
Cayman and use Cayman for the
financial services it provides."

The insumnce busi-

ness here in carman
isofthe highest stan-
dard and of the high-
est quality.'

- Gordon Rowell

Carman Monetary Authority

The quality and effectiveness
of regulation in Cayman were
deemed "generally in line with
international standards,"” by ac-
counting giant KPMG, which
was commissioned at the begin-
ning of 2000 by the British gov-
ernment to conduct an indepen-
dent review of the regulatory
and practice environments of its
Caribbean overseas territories.
KPMG found that Cayman's reg-
ulation of insurance had the
highest rating, Mr. Rowell noted.

KPMG noted, though, that the
Cayman Islands Monetary Au-
thority-the quasi-governmental
body that oversees insurance and
banking services on the island-
must expand its enforcement
powers over holders of insurance
licenses. It also pointed out that
the CIMA should have full oper-
ational independence from the
Cayman Islands government.

Mr. Rowell said that he intends
to "tidy up the insurance law"
this year by seeking amendments
that would grant more enforce-
ment power to the CIMA. He ex-
pects the CIMA will be a fully in-
dependent entity by early 2002.

Mr. Rowell noted that the only
change CIMA's independence
will have on insurance regula-
tion on the island will be to
speed up the captive licensing
process. Currently, the ratifica-
tion of captive licenses must be
"rubber stamped"” by the gov-
ernment and can take about four
to six weeks. The change would,
in most cases, reduce that pro-
cessing period to about five busi-
ness days, Mr. Rowell said. m
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PCCs remain key part of Guernsey growth

By EDWIN UNSWORTH

ST. PETER PORT, Guernsey-
Europe's largest captive domicile
grew again in 2000, but for once,
Guernsey's perpetually optimistic
captive regulator is not as confident
as its captive managers that growth
will be maintained this year.

At the end of 2000, Guernsey had
375 captives, up 11 from 364 in 1999.

The Financial Services Commis-
sion estimates total premium vol-
ume of these captives was around
£2.03 billion ($3.03 billion) at the
end of 2000, compared with £1.85

billion ($2.98 billion) in 1999. Premi-
ums in 1999 were less than hadbeen
estimated last year.

Assets of these captives at the end
of 2000 increased to £9.63 billion
($14.37 billion) from £8.75 billion
($14.13 bilhon).

Despite Guerns«s steady growth
throughout competitive conditions
in the insurance market, at the end
of March the domicile had a net loss
of five captives, with three gains and
eight losses.

Steve Butterworth, Guerns«s di-

rector of insurance, frankly admits
that after such an uncharacteristi-

Largest managers of Guernsey captives

Ranked by gross premium volume in millions of dollars

Manager

Aon Insurance Managers
(Guernsey) Ltd.'

Willis Management (Guemsey) Ud.

Heath Lambert Insurance

Management (Guernsey) Ltd.2

Marsh Management

Services Guernsey Ud.

Premium volume Captives
2000 1999 2000 1999
$1,059.5 $504.0 127 88
500.0 500.0 45 40
350.0 275.0 21 17
271.0 381.0 63 &1

1 Pro torma numbers for 2000 to reflect the merger of Aon Insurance Manager (Guernsey) Ltd. and International Risk
Management (Guemsey) Ltd. 2 Formerly Lambert Fenchurch Insurance Management (Guemsey) Itd.

Source: B/survey
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cally poor start he has "no idea
where we'llbe at year end."
The decrease in captives so far in
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2001, Mr. Butterworth says, reflects
the "phenomenal” level of mergers
and acquisitions of captive owners.
Among the eight captives removed
from Guernsey in 2001, three went
because of mergers or acquisitions,
one migrated to the Cayman Tglmlds
because of its owner's restructuring,
and another with a Japanese parent
was shut down because of the ad-
verse economic conditions in Japan.

Despite the figures, interest in
forming a Guernsey captive isnoton
the wane, Mr. Butterworth said.

"We have a lot of interest in cap-
tives.... We've got about 17 applica-
tions that we're actually dealing
with at the moment, mostly (tradi-
tional) captives but some PCCs," he
said, referring to protected cell com-
panies.

"Also, we're handling about 10
proposals that people are coming in

-,114+VWV |k; O

to talk about-probably about 50%
of which will come through.”

PCCs, an innovation launched by
Guernseyin 1997, and since adopted
by other domiciles, have been a sue-
cessful avenue of captive growth in
Guernsey, which Mr. Butterworth
expects to continue.

A PCC is similar in principle to a
rent-a-captive. It allows the creation
of an umbrella company, or core
cell, around which a number of sub-
sidiary cells operate. Members of a
PCC contribute to the capital of the
core cell, but the subsidiary cells
operate independently of one anoth-
er and their assets are protected
from any debts incurred by any oth-
er cell.

Eight new PC:Cs formed last year,
which took the total number of cells
to 136, compared to 96 cellsinthe 20
PCCs at the end of 1999.

"We're seeing PCCs being used for
life companies and separate cells be-
ing used for separate high net worth
individuals," said Mr. Butterworth.

Legislation was passed this year

to allow PCCs to be used more wide--

ly, particularly for securitization
deals.

Mr. Butterworth said Guernsey is
doing a few risk securitization deals
and expects they will be a source of
steady new captive business.

Guernsey's captive managers are
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optimistic about prospects for
growth because of their confidence
in PCC growth.

Counting the 39 captives Aon
(Guernsey) gained last year with
Aon's acquisition of International
Risk Management Group, Aon
(Guernsey) finished last year with
127 captives under management.
Aon by far manages the largest
number of Guernsey captives.

Clive James, managing director of
Aon (Guernsey), said, however, that
discounting the gain of IRMG cap-
tives, the big growl:h for Aon was in
the number of PCC cells-up by
about 20 to 70.

Clients now are using PCCs not
just for traditional captive business,
but for "a whole variety of reasons,"
including one-off transactions, cus-
tomer insurance programs, financial
structures and seeuritizations, said
Mr. James. "l think PCCs are the
flavor of the month and that's where
we're concentrating our energies."

His expectations are particularly
strong for the continued growth of
Aon's own PCC, WhiteRock Insur-
ance Co. PCC Ltd. WhiteRock un-
derwrites risks such as extended
warranty, product defect and con-
tamination, financial reinsurance,
natural hazards and professional li-
ability. With 33 cells, it is the largest
PCC in the world, according to Mr.
James. And, he expects another 10
cells could be added this year, main-
ly because of business being gener-

See Guernsey on page 38
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Guernsey

Continued from page 36
ated by "increased awareness" of
the potential of PCCs.

Two of the five eaptives gained in
2000 by Willis Management
(Guernsey) Ltd. were PCCs. The
company now has 45 captives under
management.

Nisshin Fire & Marine Insurance
Co. of Japan opened a PCC because
it expects the liberalization of the
Japanese insurance market to im-
prove the attractiveness of offering
captives to clients, said Malcolm
Cutts-Watson, managing director of
Willis (Guernsey).

The other new PCC at Willis, ACE
PCC Insurance Ltd., is unique in
that it was set up with "substantial”
capital from its owner, ACE Bermu-
da Insurance Ltd., said Mr. Cutts-
Watson. ACE PCC users are not re-
quired to put in capital, which
makes ACE PCC a "fundamental
new product,"” according to Mr.
Cutts-Watson. ACE PCC is "mov-
ing on to the next generation of
PCCs, which are much more flexible
and varied in use," he said.

The ACE PCC undelwrites a wide
range of alternative risk finance
products, and Willis will provide
management and marketing input.

Marsh Management Services
Guernsey gained two captives last
year to take its year-end total to 63,
the second highest among the is-
land's captive managers.

"Bare numbers probably tell less
than the full picture because we ac-
tually had a very successful year,
with revenues growing by over
10%," said John Copeland, general
manager of Marsh (Guernsey).

While Guemsey is seeing a decline
in the number of smaller captives-
a belated response to Britain's intro-
duction of insurance premium tax
and stricter rules on controlled for-
eign corporations-other captives
"are being used more extensively,"
Mr. Copeland said.

"The general trend is for fewer
and bigger captives," he explained.

SINSER (Guernsey) Ltd. held its
captive number unchanged at 20
last year, which Managing Director
Callum Beaton attributes to a reor-
ganization within SINSER that dis-
tracted him flum his marketing role
in Guernsey.

He maintains, though, that this
year is going "brilliantly, so
far...(with interest) as good as it's
ever been, if not better."

SINSER is "very close" to signing
two new captives and has "a num-
ber" of potential start-ups in the
wings. "By year end, if evelything
comes home to roost, there is going
to be a substantial uplift in fee in-
come," he said.

WWhile almost two-thirds of the
captives in Guernsey- self-gov-
erning crown dependency of the
United Kingdom-are owned by
U.K concerns, intemst is increasing
from other parts of the world, man-
agers say.

Although four inquiries now be-
ing handled at SINSER are from the
United Kingdom, three are from
Europe, a number are from South
Africa and one is Australasian.

Mr. Cutts-Watson at Willis also
notes a wider geographic spread of
business.

The combination of the hardening
global market increasing company
interest in retaining more risk,
greater concern about corporate
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governance issues, better education
of risk managers on how captives
can provide solutions and the in-
creasing sophistication of insurance
buyers is generating "inquiries from
places like Taiwan and from parts of
Europe that previously wouldn't
have considered captives," he said.

Aon's Mr. James also anticipates
more captive interest from continen-
ta. Europe, partly due to knch tax
authorities easing their "anti-cap-
tive" views and taking a more flexi-
ble approach to captive use.

INn contras: to Mr. Butterworth's
lack of optimism about growth
prospects, captive managers express
ur-reserved confidence.

Mr. James said Aon has gained
two captives so far in 2001, and in
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terms of PCC cells, "well be looking
to do a record number this year."

Willis is expecting to do a couple
of " significant” PX deaf very
soon. and the outlook overal for
adding business in 2001 "is .0oKing
very good indeed." aczording k Mr.
Citts-Watson.

The group representing Suern-
sey's captive managers in 1999
opened the associatiin's mrnber-
ship to include captive owners, and
other organizations and individuals
who deal with captives, including
non-executive directors, accoun-
tants, lawyens, bankers and invest-
ment managers. In ccnjuncticn. the
group renamed itself the Guernsey
Ir-surance Captive Management
Assn.. substituting the word ' man-
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agement” for what was previously
"managers."

The membership is now more
than 100, said Mr. Cutts-Watson,
GICMA chairman, adding that the
organization will be more aggres-
sive. Rather than mainly dissemi-
nating information, as is did previ-
ously, it intends to take positions on
issues and lobby authorities on
members' behalf.

GICMA is acting now more as a
true trade organization,-with a num-
ber of subeommittees: one dealing
with technical monitoring, account-
ing and tax issues; another dealing
with legislative issues. The latter
will be looking at new insurance leg-
islation that will result from a re-

vew of the insurance law in
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Guernsey, the draft wording of
which is expected later this year.

Mr. Butterworth said the goal of
the review is to align Guemsey's law
with the core principles of the Inter-
national Assn. of Insurance Supervi-
sors, of which he is chairman.
Changes made in Guernsey "willin-
clude anything in the IAIS core
principles that should be in our
law," he said. This probably will re-
quire adding items on corporate
governance and internal control, he
explained. It might also include
adopting by law a risk-based ap-
proach to supeivision Currently this
is not in law but is at Mr. Butter-
worth's discretion.

Revisions to the insurance law are

expected to take effect in 2002. en
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Vermont stays strong, looks ahead to 500th license

By RODD ZOLKOS

MONTPELIER, Vt.-Even in a
year in which Vermont posted a net
gain of only four captives, the gross
premiums written by Vermont-
domiciled captives increased 8.5%
in 2000 to more than $4.60 billion

And that meager net gain in the
captive count, which saw Vermont's
total numberofcaptivesgrowto 361
last year from 357 in 1999, belies the
fact that Vermont licensed 29 new
captives last year, down slightly
from 35 new licenses a year earlier.

"Netwise, it was kind of surpris-

ing when all was said and done and
we looked at our net figures," sad
Leonard D. Crouse, Vermont's di-
rector of captive insurance.

This year, with a hardening tradi-
tional market spurring increasedin-
terest in captives, the chances lock
good for Vermont to experience an-
other strong year. What's more, as
the state celebrates its 20th anniver-
sary as a captive dc,micile and bar-
ring a dramatic departure from
form, Vermont will issue its 500th
captive license during 2001.

"We hadaslow start last year, but
it sure picked up the last quarter "

PMA Claims Service Manager
KIM LAUDERMILCH

Client:

said Mr. Crouse, noting that the
state licensed nine captives in De-
cember. "So even though we're off

VROO NT

to a slow start again this year, what
we hear from the management com-
panies is there'sa lot out there."

VILLANOVA UNIVERSITY

It's one for the 1-ecot-d books! In 1995. Villanouds workers' comp losses

were way up. That's when PMA's Kim Laudermitch jumped in. Teaming LIp with

villanova's benefits administrators and their broker, Kim he[ped spark the

rally. Injury patterns and risk factors were uncovered. Campus supervisors

were coached. Modified duty and return-to-work options were put into play.

along with an aggressive injury-prevention program. Today. the name of the

game at Villanoua is reduction ill Losses-63% to be exact. Does Kim get her

own cheering section? No need. For real team players, reaching the goal

together is aLL that counts.

It's that kind of relationship.SAf

Last year's new licenses included
captive formations by such major
corporate names as Microsoft Corp.,
Lucent Technologies Inc., Delta Air
Lines Inc., John Hancock Financial
Services Inc., American Standard
Cos. Inc., International Paper Co.

and the Servicemaster Co. "We had

some good, large captives," Mr.
Crouse said.

Of the 25 Vermont captives that
were dissolved in 2000, many in-
volved parent-company mergers.

"Nine of our captives merged.
Eight of those merged into other
Vermont captives," said Peter Ray-

-« THE PMA

For more information. visit our website. www.pmagroup.com

SURANCE

Montpelier.

agement Group.

gross premium volume at the end of

mont captives.

The merger is "going well," said

synergies."

new quarters later this year.

ward to bringing them together."

bined operations, he's not talking
fact, we just added two employees."

"We've found IRMG and Aon

Much like the Marsh/J&H merger,"

Mr. Crouse said. "It will work fine.

are planning to add staff to keep up

its 14-person staff on July 1.
"The strength of our staff here is

Crouse said.

tion."”

By all indications, that staff will

market look to alternatives.

kickers, are up," said George A

Burlington.

are very large-one a pure and one a



40 / April 30,2001, Business insurance

Vermont

Continued from previous page
based Vermont Captive Insuranue
Assn. "Things are healthy and well,

and we're keeping our fingers
crossed for lots more new forma-

tions."”

"Like Len and the other managers
are saying, the turning c-f the mar-
ket, we're starting to see the effects
of that," said Andrew Sergeant.
president of Vermont Insurance
Management Inc./USA Risk Group
in Montpelier.

"The activity seems to be excel-
lent," Mr. Sargeant said. 'l see noth-
ing, really, but positive things going

on.

"I think (Vermont) will again do a
good 25 or 30 captives" his year, he
continued 'And I'd expect :0 see the
premium writings on the existing
captives increase as well "

Guy F. P agosta, managilig direc-
tor of Willis Managemer t (Varmont)
Ltd. in Bulington, said ne's been in
captive management for-almost nine
years, "And this is by far the busiest
I've ever been.”

"And | anticipate we'll fomn more
captives this year than we have in
the past eight," he said.

"It's pie:[ing up,"” said Ann W.
W.ck, regi)nal director at AIG In-
surance Rlanagement Services Inc.
in Burlington. "Not tt at it's ever
been slow, but now a lot of the typi-
call property/casualty” market is

m¥rdh ®47*Ard&.6 ginid iliKh @m ij™*11"m1

fimling up.

Ms. Wick said she did three mar-
keting trips during the first three
months of the year and has been see»
ing two or three proposals a week.

"I think as the market gets harder,
there's going to be a lot of opportu-
nities for captives to do what they do
best," said Ann C. DesLauriers, gen-
eral manager of Becher+Carlson
Cos. in Burlington. "And that's to be
a versatile tool for risk manage-

ment.”

"The hard market is kind of
changing our client focus a little
now. A lot of clients who weren't us-
ing their captives have re-energized
them," said Jim Murray, deputy
managing director at Aon Insurance
Managers in Burlington.

im
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440 East Swedesford Rd.
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Wayne, PA 19087
Tel. 1-888-GO-GENEX

www.genexservices.com

"We had some captives that
weren't writing anything that now
are starting to write business,"
added Nancy Gray, also a deputy
managing director at Aon.

"l guess the hard market's finally
affecting our business," Mr. Ray-
mond said. "We should see a lot of
captives putting stuff back in that
they'd taken out"

What's happening is one of the
textbook cases for forming a cap-
tive, according to Vermont Insur-
ance Management's Mr. Sargeant.
"It's the old accordion thing," he
said. "When you need it, you in-
crease the captive's use. If coverage
becomes so cheap in the commercial
market, you're a fool not to buy it."

According to Peter A Joy, manag-
ing dimetor of Aon Insurance Man-
agens, the situation points to one of
the strengths of Vermont as a domi-
cite: the regulators' recognition of
captives' role in addressing those cy-

des. Though the state regularly does
"housecleaning"” of dormant cap-
tives on its rolls, it's willing to show
flexibility in working with the cap-
tives' parents.

"We think Len's attitude to what
might be called'runoff' or'dormant’
captives is a good one, because he'll
give you several years," Mr. Joy said.
"He's aware that there is a cycle."

"If the client wanted to shut it
down, he would do it," he said. "In-
stead, he wants to keep it as a risk
management tod"

The increased captive use and
new formations currently seen in
Vermont are manifesting themselves
most often in traditional prop-
erty/casualty-type captive pro-
grams, a trend that began last year.

"A lot more meat and potatoes,"
Mr. Murray said "We've been used
to a lot of formations coming from
mortgage insurers, but | think of all

Continued on next page

Vermont's largest group captives

Ranked by 2000 premium volume

Group captive
Parent (Manager)

MCIC Vermont Inc., A Risk Retention Group
Academic medical centers
(Aon Insurance Managers (USA) Inc.)
United Educators Insurance
Risk Retention Group Inc.
Educational institutions
(Aon Insurance Managers (USA) Inc.)
Controlled Risk Insurance Co.
of Vermont Inc. (A Risk Retention Group)
Harvard-affiliated medical institutions
(Marsh Management Services Inc.)
ICI Mutual Insurance Co.
Members of Investment Company Institute
(SB&T Captive Management Co.)
NLC Mutual Insurance Co.
Public entities
(Yankee Captive Management Inc.)
American Safety Risk Retention Group inc.
Asbestos abatement contractors
(SB&T Captive Management Co.)
American Excess Insurance Exchange,
Risk Retention Group
Non-profit U.S. health care facilities
(Marsh Management Services Inc.)
Housing Authority Risk Retention Group
Housing authorities
(Yankee Captive Management Inc.)
Housing Authority Property Insurance inc.
Public housing authorities
(Yankee Captive Management Inc.)
VHA Risk Retention Group
Voluntary Hospitals of America members
(Marsh Management Services Inc.)
Ophthalmic Mutual Insurance Co.
(A Risk Retention Group)
American Academy of Ophthalmology
(Marsh Management Services Inc.)
The Ordinary Mutual, A Risk Retention Group
Catholic dioceses

(Aon Insurance Managers (USA) Inc.)

Gross written

Net

premiums premiums income

Virginia Health Systems Alliance Interinsurance

Exchange Risk Retention Group
Inova Health System Foundation of Virginia

(SINSER Management Services (Vermont) Inc.) 8,605,805

CPA Mutual Insurance Co. of America
Risk Retention Group

Accounting firms

(Aon Insurance Managers (USA) Inc.)
ICIM Reinsurance Co.

ICI Mutual Insurance Co.

(SB&T Captive Management Co.)

The National Catholic Risk Retention Group Inc.

Catholic dioceses
(SB&T Captive Management Co.)
Bar Vermont Risk Retention Group Inc.
New York City law firms
(Aon Insurance Managers (USA) Inc.)
001DA Risk Retention Group
Owner-Operator Independent Drivers Assn.
(Vermont Insurance Management Inc.)
Terra Insurance Co. (A Risk Retention Group)
Geoscience engineers
(Vermont Insurance Management Inc.)
Eastern Dentists Insurance Co.
(A Dental Society Risk Retention Group)
Massachusetts Dental Society
(Willis Management (Vermont) Ltd.)

$58,267,073 $18,543,389 $1,748
43,243,673 4,745,690 50,728
39,122,649 8,665,294 649,227
35,353,952 14,984,513 298,638
25,039,089 10,803,369 2,171,681
24,024,127 7,545,775 (1,146,035)
22,744,500 21,508,250 (11,326,616)
20,764,351 14,814,343 2,628,062
20,025,508 16,467,219 859,939
17,280,904 103,500 134,739
15,871,236 12,822,937 998,316
Corp.
9,609,600 8,519,600 1,502,449
6,901,305 601,980
8,137,879 3,789,832 99,756
7,353,544 283,655 1,642,174
6,936,480 4,193,034 6,921,463
6,905,559 708,580 (280,992)
6,475,227 1,626,798 259,091
5,869,212 5,349,092 1,716,863
5,227,597 4,768,696 77,985

Source: Vermont Department of Banking, Insurance, Securities and Health Care

Administration
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Contznued fTomprevious page our dtscussion wlth clients," Marsh's "We think that benefits are where with which SB&T does business As it has throughout ItS two
the formations we did m 2000, they Ms Boucher said "But it'S a big the property/casualty busmess was "If we have a facillty that is easy decades, Vermont continues to see
all tended to be traditional” pro- hurdle 20 years ago," he said to work with and access, and these new challengers emerge from other
grams She noted, howeer, "There's a lot "One thng we are domg is putting compames don't have to do it on states vymg for a piece of its domes-
And, he noted, "Ithmkwe'vedone of benefits that c on't fall under a sponsored captive facility together, their own, we hope these companies tic captive domicile success Most
a lot more brainstormmg sessions ERISA And a lot of trmes a capti.,e pnmanly todobenefits m captives," can get in there," Mr Teese said recently, it's been South Carolina,
thls year than we have m the past,” that wants to do employee benetts Mr Teese said "We'regoing to focus Whilethings are movmg slowly in drawmg attention withits fast entry
looking with the parent company at w111 start with those " on the nonprofits,"” which, unlike the benefits area Mr White noted mtothe captive field
changing the captive's role m antia- Roger D Teese president and pnvate employers, do not face feder- that captive parents are clearly "I think the latest thing of any
pation of higher pnces at renewal chief executive officer of SB&T al regulatory restrictionsonfunding thinking along those lines "We had note is just the emergence of a new
The companies we were heensmg Captive Management Co m benefits through captives some applications come in last year domicile that's kicking butt,"” said

last year were getting back to the Burhngton, said he thmks employee SB&T plans to market the em- and one this year that said, 'We're SINSER's Mr Chaffee "I've never
traditional comp, hability," said Mr benefits is "the new business oppor- ployee benefit sponsored captive fa- going to be wnting employee bene- seen a domicile put on the show that

Crouse tunlity for captives ' cillty to brokers around the country fits in a couple of years,™ he said See Vermont on next page
"Out of the 29 captives we li-

censed last year, a lot of them had
the old, traditional hnes of insur-
ance,"” Mr Raymond added "But
there were still some captives that
were formed for mortgage insur-
ance, we had a warranty captive
One was even fonned for what was
called 'e-business habihty ™
"There is Just an incredible
amount of Interest m captives," said
Julie Boucher, senior vp at Marsh
Management Services In Burling-
ton "I'm sure a small part of it is re-
lated to the change m the overall
market, but a lot of it is related to
people fmding ways to bring new
revenue Into their organizations "
Much of what she's seeing m- I~
volves companies finding ways to do
third-party business through their

o M.7
captives, Ms Boucher said "When ’ 74{
you look at the prospects and what
brought them to this pomt, a lot of it
15 not related to change in the tradi- N q
tional market " ’

"More people are talking about
puttmg warranty business Into their
captives to get some third-party
nsk," noted Mr White, the assistant

director

4, 4.4
It may be a surprise to many, but

Vermont actually has 14 captives D ..i(hg}
approved to do warranty business
"A lot of people don't know that,"
Mr Raymond said "People ask why

we don't do that kind of business

W

o
N

It's already here "

Vermont captive parents are find-
ing numerouswaystousethenskfi-
nanclng vehicles Of Verniont's 361
captive companies, 230 are ap-
proved for more than one hne

"We have some captives that are
wrrting 10 lines of business," Mr %}»{éﬁ‘} 3(:;"*&1)2« >- -
Raymond said "Very few of our old-
er companies are wntmg (only) one
line of business They've grown over
time "

Removmg the state's 44 monohne
mortgage guarantee captives from -
the calculation, almost 75% of Ver- = == -
mont's captives are wnting multiple
1mes of busmess

Now, the prospect of placing em-
ployee benefits m captives is draw- A 7 1 O
mg considerable attention, though
progress in that area remains slow

Last August, the U S Department 10 - - © o "
of Labor approved Columbia Ener-
gy Group's plan to use a Vermont
branch of a Bermuda-domiciled
captive to remsure long-term dls-
ability benefits, providing a road " T B T
map for others hoping to follow surt
(see story, page 12) Thus far, A 1 ""O1 -. O. O
though, the Columbia Energy cap-
tive remains the only one that has
taken that step

"My understanding is there might

be one or two down there at the De- O 1L _ 1.3

partment of Labor working with

their people,” Mr Crouse said "l

think it wlll happen, but it's going

slowly. A 1
"It's st]11 one deal at a tune," said

James R Girardm, a vp at Willts

Management m Burlmgton

‘There's a lot of Interest m em-

ployee benefits That's a big part of

o
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Tax questions restrain Barbados captive growth

By DOUGLAS McLEOD

BRIDGETOVVN, Barbados-Tax and
regulatory uncertainties hovering over
Barbados combined to make 2000 another
relatively slow year for the island's cap-
tive insurance industry.

Barbados added 14 new exempt insurers
last year, compared with five the year be-
fore, according to Insurance Supervisor
Carlos Belgrave.

But not all exempt insurers are captives.

While the domicile saw the total number
of exempt insurers climb to 381, only 199
of these were actively underwriting, com-
pared with 191 active insurers at the end
of 1999, said Mr. Belgrave.

In addition, not all of the exempt insur-
ers are captives formed principally to
write parent company risks: Business In-
surance estimates that roughly 40% of the
total number of exempt companies are
commercial insurers or reinsurers set up
mainly to write third-party business. This
would leave an estimated 228 captive in-
surers at year end, up from 220 at the end
of 1999 and 218 at the end of 1998.

That is a far cry from the 20 or more
captives the domicile incorporated annu-
ally in previous years.

"It was a very, very slow year," ob-
served Nicholas Crichlow, vp of Marsh
Management Services (Barbados) Ltd.

"That's not surprising, | suppose, given
what's going on in the international are-
na," added Ben Arrindell, a partner with

the Bridgetown office of accounting firm
Ernst & Young L.L.P.
International issues hampering captive

growth have included ongoing uncertainty
over tax treatment of Canadian-owned in-

surers under the Canada-Barbados tax
treaty, which is still in negotiations, Bar-
bados captive experts say.

INn addition, the island, like other
Caribbean jurisdictions, is in discussions
with the Organization for
Economic Cooperation
and Development to
avoid being tagged by the
OECD as an "uncoopera-
tive” tax haven. The
OECD has set July 31 as
a deadline for several na-r

tions to address what it

calls harmful tax prac-
tices and other regulatory issues or face
sanctions from OECD member countries.

Uncertainty over both the Canada tax
treaty and the outcome of the OECD dis-
cussions has held back new investment in
captives, Barbados observers say.

"Those two issues have certainly ham-
pered our efforts to grow the domicile in
2000," Mr. Crichlow said, adding that
they will likely continue to slow invest-
ment until they are resolved.

Several observers, though, say that tax
treaty negotiations are nearly complete,
and some express optimism that an agree-
ment will also be reached with the OECD.

This, combined with the hardening mar-

Bi2c4

ket for commercial insurance, should in-
crease the pace of captive growth in Bar-
bados, some say.

'I'm quite confident that the next 12 to
18 months will see more growth here,”
said Christopher Towner, president of
Towner Risk Management Ltd.

"We are hoping that the hard market
that is obviously affecting everyone will
lead tc an increase in new formations,”
Mr. Crichlow added.

New formations were
scarce during 2000, con-
tinuing a trend of the
previous year.

As in recent years,
managers cite ongoing
questions about the tax

status of Canadian cap-
tives as one reason for

the slowdown.

Canada, which accounts for about one-
third of Barbados captive population,
amended its tax code in 1994 to curtail

benefits for certain Canadian-owned cap-
tives. The reforms eliminated tax breaks
on cap:ive earnings from writing third-
party Canadian business, a blow to credit
life and warranty insurers. They preserved
a break, though, for earnings derived from
writing related non-Canadian risks, such
as risks of a parent's non-Canadian sub-
sidiaries.

To qualify for the benefit, though, a cap-
tive has to be considered a Barbados "res-

ident"” under the Canada-Barbados tax

treaty, meaning, among other things, that
it must be subject to taxation in Barbados.

The Barbados government responded by
imposing a 0% tax on exempt insurers
and agreeing to offset a later increase in
the tax rate by waiving an equal amount
of annual government fees. Canadian tax
authorities were not pleased with the
move, though, and Barbados amended its
insurance law in 1998 to offer another op-
tion.

Under this option, Canadian captives
may forgo licensing under the Exempt In-
surance Act, which exempts international
insurers from local taxation, and become
licensed instead under the Insurance Act,
which governs local Barbados insurers.

Although Barbados domestic insurers
are subject to a 40% corporate income tax,
captives writing international business
would qualify for foreign-currency tax
credits that could reduce their tax bill to
as little as 2.8%. Life insurers subject to a
5 % tax on gross investment income would
likewise see the rate cut to as little as
0.35%.

To obtain these benefits, so-called
"qualifying insurance companies" would
have to derive at least 90% of their premi-
ums from outside the Caribbean Commu-
nity and Common Market's member na-
tions, and 90% of their risks would have
to be located outside the region.

The Canadian government has not said
whether the "qualifying insurance compa-

Continued on next page
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ny" option-and particularly its heavy use
of foreign currency tax credits-will be
acceptable under the terms of its tax
treaty, Barbados captive experts say.

And while some Canadian captives have
already elected to become licensed under
the Insurance Act, many others are sitting
on the sidelines, waiting for tax treaty ne-
gotiations to end, managers say.

In fact, the two countries are close to
finishing their talks, and the treaty should
be ratified before the end of this year,
Barbados observers say. At that point, nu-
merous Canadian-owned captives will
likely shift their licenses to become Insur-
ance Act companies, managers predict.

The other cloud shadowing Barbados'
captive industry is the OECD push to curb

what it calls harmful tax practices in a
number of offshore jurisdictions. Among
the OECD's concerns were low or non-ex-
istent tax rates that represent preferential
treatment for certain types of businesses;
ensuring effective exchanges of informa-
tion; and ensuring transparency in finan-
cial regulation.

The OECD included Barbados on a list
of tax havens it produced last year, and
has given the named Dountries until July
31 to commiit to regulatory changes sought
by the OECD.

The Barbados government initially
balked at what it saw as the unilateral na-
ture of the OECD initiative, and declined
to sign an "advance cc,mmitment” to meet
the OECD demands fcr regulatory reform.
Since then, though, Barbados has become

Largest managers of Barbados captives

Ranked by gross premium volume in millions of dollars

Premium Volume

Managers 2000

MIMS International (Barbados) Ltd. $559.0
Marsh Management

Services (Barbados) Ltd. 271.4
Towner Risk Management Ltd. 256.0
Mutual Risk Management

(Barbados) Ltd. 1 207.3
Aon Insurance Managers

(Barlia(los) Ltd. 2 160.2
AIG Insurance Management

Services (Barba(los) Ltd. 120.0

1 Includes Mutual Risk Management Ltd. And IAS (Barbados) Ltd.

Captives

1999 2000 1999

$469.0 =1 =0
80.0 21 29
198.0 18 13
214.0 a= 1=
138.0 == =2s
70.0 —a ==

2 Pro forma numbers for 2000 to reflect the merger of Aon Insurance Managers (Barbados) Ltd. and IRMG Barbadcs.

Source: 8/survey

a leader in a multinational effort to nego-
tiate with the OECD, and helped to form a
joint working group that includes Com-
monwealth, Caribbean and Pacific Island
nations and OECD members.

The working group-co-chaired by Bar-
bados and OECD member Australia-met
in Londoh in January and in Tokyo the
following month. The group's goal is to
create a "mutually acceptable political
process" by which participating countries
can address the OECD's concerns. The
group has gained "wide consent” to the
OECD principles of non-discrimination in
taxation, effective information exchange
and transparency, according to the OECD
and other participants.

Whether the talks produce an agreement
that keeps Barbados off the planned
OECD tax haven blacklist, though, re-
mains to be seen.

"We have come quite a long way in
terms of meeting their demands,"” Ernst &
Young's Mr. Arrindell said. "We are not
that far away."

Marsh's Mr. Crichlow expressed his be-
lief that some form of agreement will be in
place by July 31: "l do not believe the gov-
ernment will allow the country to lose its
reputation by having sanctions placed on
it," he said.

If no deal is reached and the deadline
stands, though. the label of "uncoopera-
tive tax haven" will have an impact on
Barbados' international business overall
and may also affect the captive insurance
sector, Barbados observers agree.

"The greater uncertainty that would be
caused by Barbados being listed would
have an impact" overall, Mr. Arrindell
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noted.

Still, because virtually all of the island's
captive insurance business comes from the
United States and Canada-both OECD
members-the practical impact on the
Barbados captive sector would depend or-
the willingness of those countries to im-
pose sanctions in the wake of a blacklist-
ing, he added.

If the United States and Canada opt not
to impose sanctions, the captive sector
may be little affected, he suggested.

"It is difficult to say what the reaction
will be if we are blacklisted,"” said Vinston
Hampden, managing director of Aon In-
surance Managers (Barbados) Ltd. "First,
we need to have a better understanding of
what the blacklisting really means. What
sanctions will be imposed and by whom?"

As it deals with the OECD challenge,
the Barbados government is also continu-
ing to work on legislation that would al-
low for the formation of protected cell
companies, entities that were pioneered in

Guernsey and the Cayman Islands and
have been useful in risk securitization

deals.

Barbados managers had expected the
legislation to be in place last year, and
now hope the Barbados Parliament will
enact a final version of the bill by the end
of 2001.

Meanwhile, management company con-
solidation has quickened in recent years,
with broker mergers continuing last year
with the December acquisition of Interna-
tional Risk Management Group Ltd. by
Aon Corp. The merger of IRMG's Barba-
dos unit into Aon's office there has gone
smoothly, according to Mr. Hampden. m

NEXT=
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Hardening

By CAROLYN ALDRED

DOUGLAS, Isle of Man-Af-
ter a year in which total captives
on the island fell to 162 from
169, captive managers on the
Isle of Man are looking forward
to more formations and premi-
um growth as the insurance
market continues to harden.

They also hope that the review
of protected cell companies by
the domicile's regulators will
lead to a rule change enabling
them to give clients and poten-
tial clients greater choice. Sev-
eral managers on the island be-
lieve that they have lost poten-
tial business to Guernsey during
the past few years as a result of
the Manx authority's refusal to
allow PCCs.

The PCC structure permits the
creation of an umbrella compa-
ny, or core cell, around which
any number of independent sub-
sidiary cells operate. Guernsey,
which in 1997 became the first
captive domicile to permit
PCCs, has seen considerable
growth in captives. Other domi-
ciles, notably Bermuda, Cayman
and Vermont, now also permit
PCCs.

uUntil now, the Isle of Man's

Insurance and Pensions Author-

ity has refused to introduce leg-
islation to allow PCCs because

the structures have not been

tested in court. But the authori-

ty, pressured by island captive

ISLE OF MAN

managers who believe they have
lost new business to rival
Guernsey, is reviewing its posi-
tion. Both Guernsey and the Isle
of Man are self-governing crown
dependencies of the United
Kingdom.

"We are actively reviewing the
situation. After two years, we
believe it is the right time to re-
view it," said Glyn Gilbert, as-
sistant supervisor of the IPA.

Captive managers welcome
the review.

"We have to be realistic, and it
appears that PCCs are (on the
captive scene) to stay. Whether
or not the business that has gone
to Guernsey would have come
here, we don't know. But if we
don't have all the full range of

© 2001. Patent Pending.

products, we might be excluded
early on in the tender process,

whether or not the client opts
for a PCC or some other mecha-

nism,' said Richard Drinkwater,
director of Castletown Insur-
ance Services, an independent
company that manages 13 cap-
tives in the Isle of Man.

"We know that the IPA recog-
nizes our concerns and the man-
agers are currently in discus-
sions with them, which is help-
ful, although nothing is certain

at this stage,” Mr. Drinkwater
said.

"The world has moved on"

since Guernsey first introduced
PCC legislation, sa.d Jim Boyd,
chairman of The Manx Insur-
ance Managers Assn. Mr. Boyd
noted that several other leading
captive domiciles now offer
PCCs.

Mr. Boyd is chairman of Aon
Insurance Managers (Isle of
Man) Ltd., which manages 34
captives on the island.

"If the Isle of Man is put at a
disadvantage by not having PCC
legislation, | am ir favor of us
having it," said Graham King,
director of Marsh Management
Services (Isle of Man) Ltd.

, review of PCC ban may stem market malaise

"There is no certainty that
PCCs will stand up in court, but
Guernsey feels its legislation is
robust enough and other juris-
dictions now are bringing in
similar legislation,” Mr. King
said.

"It's a big issue now. If we
were able to offer PCCs, it
would make us more attractive
and we would have more chance
of attracting business," he said.

PCCs are very popular at the
moment, and "personally, |
think we have to be able to of-
fer" the facility, said Angus

Continued on next page

Largest managers of Isle of Man captives

Ranked by gross premium volume in millions of dollars

Manager

Aon Insurance Managers (Isle of Man) Ltd.

Willis Management (Isle of Man) Ltd.

Marsh Management Services (Isle of Mant Ltd.

SINSER (Isle of Man) Ltd.

Premium volume
2000 1999

$263.0 $176.0
203.0 162.0
175.0 430.2
10.0 NA

Captives
2000 1999
34 21
40 42
38 41
5 2

1 Prc forma numbers for 2000 ref ect the merger of Aon Insurance Maragers (Isle of Man) Ltd. and International Risk Management

(Isle if Man) Ltd.
Source: B/ survey
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Alexander, managing director of
Willis Management (Isle of Man)
Ltd.

"Although they are not suit-
able for every client-and we
would have to warn clients that
they are not tested-there is
competitive pressure” for the
Isle of Man to adopt PCC legis-
lation, Mr. Alexander noted.

While captive managers be-
lieve that their inability to offer
PCCs has caused business to go
elsewhere, particularly to
Guernsey, the soft market of re-
cent years also has contributed
to stagnant captive growth, Mr.
Gilbert said.

Last year, 12 captives on the
island closed, while five new
ones were formed. Of the new
captives, four have United
Kingdom-based parents and the
parent company of the fifth is
based in the Far East, Mr.
Gilbert said. Figures for premi-
um volume will not be available
until July, but Mr. Gilbert said
he expects the total to fall
slightly from last year.

Now that the market is hard-
ening, though, Mr. Gilbert pre-
dicted premium volume to start
picking up.

Captive managers already are
seeing more interest.

As the market hardens,
"clients are looking for different
alternatives,” said Aon's Mr.

Boyd.

"Interest in captives has been
resurrected. Existing captives
are being dusted down and pre-

pared for greater use, and
there's more interest now in the

alternative risk area," said

Marsh's Mr. King.

'Existing captives
are putting
additional lines Of

business into their

captives.'
- Angus Alexander

Willis Management
(Isle of Man ) Ltd.

"Existing captives are putting
additional lines of business into
their captives, which are now
coming into their own in a hard-
ening market. Meanwhile, the
viability of new captives is in-
creasing," said Mr. Alexander of
Willis.

One of the new options U.K.
risk managers are studying is
using captives to write employee
benefit business, several man-
agers pointed out.

At the same time, increases in

recent years in the United King-
dom's insurance premium tax
have led to a sharp decline in
extended-warranty insurance
being written by Isle of Man-
based captives. Indeed, several
captives specializing in extend-
ed-warranty business have
closed, and managers expect
more to follow.

Several large electrical prod-
ucts and appliance retailers now
are offering service contracts for
their products rather than ex-
tended-warranty insurance, be-
cause the increased premium
tax has made the warranty cov-
erage less profitable. Although
some offer the service contracts
from the Isle of Man, the market
is limited and most likely will be
processed on the U.K. mainland,
Mr. King said.

Some extended-warranty cap-
tives are closing, while others
are considering writing other
types of business, Mr. Alexander
said.

Tax concerns continue to play
a part in the island's growth.
The community collectively
sighed with relief at the removal
of its name from the Paris-based
Organization for Economic Co-
operation and Development's
list of tax hdvens (see story,
page 16). The Paris-based OECD
removed the Isle of Man from
the list after the IPA promised
to make changes in the tax

structure that would make
things more transparent.

"INnclusion on the OECD list
was not helpful, but now that
we are off it, it has enforced our
financial strength and credibili-
ty," Mr. Alexander said.

Meanwhile, tax changes in
Sguth Africa for offshore-based
companies could have an ad-
verse effect on the Isle of Man,
which in recent years has been a
favorite captive domicile for
South African parent compa-
nies.

Although South Africa's tight-
ening of tax rules for the trans-
fer of money from overseas com-
panies has not resulted in any of
the island's 17 South African
parents removing their captives,
"it remains to be seen whether it
will slow down the formation of
new captives by South African
companies," said the IPA's Mr.
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Gilbert.

"South African companies are
looking more carefully at cap-
tive formation, as the tax advan-
tages are less obvious," said Mr.
King. He noted that one poten-
tial client has just formed a cap-
tive onshore with a subsidiary in

Switzerland because this turned
out to be a more-efficient op-
tion.

Most managers point out that
the U.K. government's 1995 in-
troduction of a corporate tax on
controlled foreign companies
owned by U.K. parents has not
led to the widespread closure of
U.K.-owned captives.

"Such taxes make the initial
decision (to set up a captive) less
obvious. It just means there has
to be a good insurance case to
start a captive,” Mr. King said.
He added that a hardening mar-
ket will strengthen that case. m
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Dublin pleased at growth, diversity of business

By SARAH VEYSEY the fourth quarter last year, we employee benefits as one of the agree that chent Interest in using protected cell legislation intro-
have added eight new captives key components of the captive," captives for employee benefits IS duced and the regulators' reluc-

DUBLIN, Ireland-Dublin en- We are also seeing a lot more said Gary Matson, director of growing, despite the potential tance to do so
Joyed another year of growth in queries," said lan Clancy, branch European Corporate Affairs at hurdle of complymg with differ- Insurance industry representa-

2000, and captive managers re- manager of Marsh Management Heinz Europe in London ing national labor laws that stlll tives last year submitted a paper
port heightened interest so far Sernces (Dublm) Ltd Marsh had Mr Matson, whose back- prevail throughout Europe to the regulator arguing the case
this year as rate increases in the 51 captives at the end of 2000 "We have a prospect who IS for PCCs Ireland's existing fi-
traditional insurance market be- "The hardemng market is gettmg very much interested in using a nancial regulator, the Depart-
gin to bite people to focus again on cap- captive for that purpose (em- ment of Enterprise, Trade and
In addition to growth in cap- tives, and we are seeing a lot t“ ¢ ployee benefits) It is a US Employment, remains resistant
tives due to firmer property/ca- more interest in Dublin The prospect, but they have got oper- to these calls
sualty insurance pricing, Dublin hardening market is beginning to ations worldwide They are very "There are no plans to intro-
managers also report interest in become a driver ' for growth D U BI—I N much interested,” said Mr duce protected cell legislation
using captives as part of risk se- As the market hardens, man- Dufraisse "But it is a bit com- The issue has been raised by the
curitization programs as well as agers are observing a shift in plex because the cover would de- Industry but we are not keen as
for employee benefit nsks how companies are using their pend upon the national legisla- regulators on the concept," said
Managers in the domicile con- captives ground is in human resources, tion, and even within the E U Mr Hawkes of the DETE "But
tinue to push regulators for the "Because of the rate increases, said that funding employee ben- you have big differences" we have indicated (to the 1ndus-
ability to offer protected cell | think captives again are more efit packages with a captive has "We have been working on (us- try) that there may be an alterna-

companies, which are available used for really traditional covers, simplified administration and ing captives for employee bene- tive The PCC concept a la
in several other captive domi- such as property, liability,” Mr enabled the group’'s employee fits) for quite a while,” said Guernsey is not on the horizon It
ciles, but no regulatory change Clancy said During the soft benefits program to become Marsh's Mr Clancy "Some has been raised by the Industry,
on that issue currently is in the market, in contrast, captive par- more uniform throughout the clients write employee benefits but we have Indicated that we
works ents used their facilities as part world business through their existing don't hke it "

"There was significant growth of more non-traditional risk fl- Using the captive also provides captives But | would say proba- VWVhile unable to disclose de-
in the number of captives setting nancing programs, including risk Heinz with a "central repository bly not to a great extent at this tails of the regulator's suggested
up here in 2000 At the end of securitization, he said of employee benefits COSt 1nfor- point in time, and that is proba- alternatives to the PCC concept,
1999 there were 166 captives "Indeed, now the hardening mation" said Mr Matson He bly down to the fact that the har- Mr Hawkes said captive man-
compared with 183 at the end of market IS beginning to click in, added that within a company monization of labor laws m Eu- agers could work within the ex-
2000," said Catherine Graham, and there is a greater appetite for such as Heinz, which has opera- rope is still an area that work 1Sting legislative framework to
International Insurance Repre- captives or more efficient utiliza- tions around the globe and with- needs to be done on We see it provide similar benefits to those
sentative at the International tion of existing captives," he in which employees frequently coming down the line, but it's not offered by the PCC structure

Development Agency of Ireland said relocate overseas, the ability to widespread at this point in "We have put to the Industry
"So far in 2001, we have now 185 Mr Dufraisse agreed "We are write global employee benefit time " that the existing legislation (cov-
captives Usually there is a rush acting as an incubator for mainly programs from one place was a There were no changes to the ering insurance compames) does

at the end of the year for captive Bermudian compames, and those great advantage He added that regulation of insurance compa- provide opportunities for captive
applications wishing to start companies tend to write ART poollng its worldwide employee nies in Dublin in 2000, which in- managers to offer similar bene-
trading at the beginning of the programs as opposed to tradi- benefit risks has reduced Heinz's cludes captive insurers, but there fits to people wanting to set up
new year-so the two new cap- tional programs,” he noted exposlLre by spreading the risk were changes in the law govern- cells within a protected cell cap-
tive applications we have had so The past year has seen Marsh's Within the captive, Heinz also ing reinsurance companies, said tive We are willing to work
far this year would be the norm,"” clients move into some new ar- funds benefits under ItS global Billy Hawkes, head of insurance, within the existing legal frame-
she added eas, said Mr Clancy pension plan This allows em- finance supervision in Ireland's work," he said "We are happy to
The hardening market iS the "During 2000, we put on our ployees to move around interna- Department of Enterprise, Trade work with the industry on an al-
main driver of new interest from first two insurance risk secuiriti- tionally but continue to centrally and Employment ternative, it's back to the 1ndus-
prospective captive parents, cap- zation vehicles We have also accumulate money for their re- "Specifically, such companies try at the moment,” Mr Hawkes f
tive managers report seen a special-purpose vehicle be tirement pension, Mr Matson now have to submit detailed in- said
"There are lots of hot put in place to be used for acqui- explained Other employee bene- formation to the supervisor and "It is a very sensitive issue,"”
prospects, from North America sitions We have seen some more fit business written from the the supervisor has the power to one captive manager said of the
but also from Europe,” said finite transactions going captive includes a global stock order reinsurance companies to PCC debate "It could be an area 1
Alain Dufraisse, director of through, multiyear, multiline,” purchase plan, an expatriate cease business,"” which it didn't of growth for Dublin VWhen you
client services at Aon Insurance he said "We are working on medical plan, a travel assistance have before, he said The changes see Guernsey, they have been'
Managers (Dublin) Ltd "For some life projects at present, program and executive deferred were introduced in the Insurance very successful, so why not us?"
many of them, the fact that the which is for our office here a di- compensation plans The ability Act 2000, which became law on "We as a company would like
(insurance) rates are hardenmg is versification of what we do We to write expatriate long-term Jan 1,2001 "The oblective be- to be able to offer PCCs," said
really a malor issue They really have seen some - mortgage-in- disabillty plans through the cap- hind the new regulations is to en- Mr Clancy "There are some reg-
want to stabilize their level of demnity guarantee-MIG-bum- tive will be added shortly, Mr sure that only reinsurance opera- ulatory changes going on in
premium and to avoid any dra- ness," Mr Clancy said Matson said tions of substance which have Dublin at the moment,” he said,
mal:ic increase,” he said Several captive parents have Dublin regulators require that reputable shareholders, fit and pointing to new higher capital-
Mr Dufraisse noted that the begun to look at using their direct life insurance business and proper directors and manage- ization requirements for reinsur-
number of captives under man- Dublin-based captives to write direct property/casualty insur- ment, adequate capitalization, ers-including captive reinsur-
agement by Aon in Dublin employee benefit programs ance not be written within the and a credible reinsurance pohcy ers-of 500,000 Irish punts ,
swelled by 15 to 39 at year end, Pittsburgh-based food giant same captive, so Heinz has two will be allowed to establish in or ($570,249)
thanks in large part to Aon's De- H J Heinz Co has begun to write captli es in Dublin Noble Insur- carry out business in Ireland,” he "Clearly that has an impact in
cember acquisition of Interna- employee benefit business via its ance and Noble Reinsurance Ltd explained terms of the size of companies
tional Risk Management Group Dublin-based captive, Noble In- The eaptives are managed by The changes were made due to that can set up captives in
Ltd, as well as orgame growth surance Co Ltd AIG Insurance Management (Ire- the growing number of reinsur- Dublin, so in that context we
" Since the commencement of "We have been introducing land) Ltd Captive managers ers relocating to Dublln m antic- would like to see something be-
ipation of a 12 5% corporate tax ing done on rent-a-captive or
. . rate to take effect in Ireland in PCCs structures,"” he said "To
Largest managers of Dublin captives 2003 (BI, May 1, 2000) ensure that there is a risk man-
There are no major regulatory agement tool available for small-
changes in the pipeline for 2001, er entities, we would like to see a
according to Mr Hawkes "The liberalization of the regulations
malor change in the coming year in Dublin in that regard "

Ranked by gross premium volume in millions of dollars

Premium volume Captives i . i

Manager 2000 1999 2000 1999 is at the structural level,” he  Some argue that PCC legisla-

said, referring to the creation of tion would enhance Dublin's at-

a new regulatory body for fman- tractiveness to companies out-
Aon Insurance Managers (Dublin) Ltd. 1 $618.0 $787.0 39 22 cial services "All financial ser- side Europe

vices are to be supervised by the "It (PCC) is an essential addi- ,
Marsh Management Services (Dublin) Ltd. 308.1 308.1 51 53 Irish Financial Services Regula- tional product for us to mtroduce

. . tory Authority This will be es- and offer here,” said P J Hene-

FBD International Captive Management Ltd. 254.0 253.4 4 5 . .

tabhshed shortly on a non-statu- han, an International insurance ,
Eurco Lid. 226.9 174.4 2 6 > tory basis, and a CEO w111 short- tax partner at Ernst & Young

ly be appointed and then we will LLPin Dublin "It would at-
SINSER (Ireland) Ltd. 50.0 NA 16 16 be on target on a statutory level tract significant mterest from the

for the IFSRA to start at the be- U S and Japan," he predicted
1 Pro forma numbers for 2000 to reflect the merger of Aon Insurance Managers (Dublin) Ltd and International Risk Management (Dublin) Ltd ginning of next year," he said Protected cell Iegislation also
2 Restated One of the hottest debates in would allow Dublin to maintain
Source 8/ survey Dubhn centers on the captive in- its "market advantage and repu-

surance industry's desire to see tation as cuttmg edge " m
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Small U.S. businesses fuel rapid growth in BV. 1.

By DOUGLAS McLEOD

TORTOLA, British Virgin Is-
lands-The British Virgin Islands
has seen tremendous growth in
captive insurance company forma-
tions in the last two years, most no-
tably by owners of small U.S. busi-
nesses, according to William Mc-
Cullough, the domicile's insurance
supervisor.

Last year, the British Virgin Is-
lands added 53 new captives to its
company register while canceling
eight licenses, bringing the total
number of captive insurens to 236
at year end, he reported. The previ-
ous year, the islands had added 51
new captives, meaning that the
B.V.l. captive population has near-
ly doubled since 1999. Totals in
both years include 60 credit life in-
surers, Mr. McCullough said. Those
companies were not counted by
Business Insurance in last year's
totals.

Much of the growth has come
from captive insurers formed un-
der section 501(c)(15) of the U.S.
Internal Revenue Code; a provision
that grants tax exemptions to
small privately owned insurers.

Under the section-which deals
with a variety of tax-exempt enti-
ties and was broadened in 1986 tax
reform legislation-qualifying in-
surers are exempted from U.S. tax
on premium income and passive
investment income on reserves and
surplus, including short-term and
long-term capital gains. The U.S.
imp6ses tax either at ordinary in-
come tax rates if the captive dis-
tributes funds to its owner or at
long-term capital gains rates if the
captive is shut down or sold.

To qualify, insurers must earn
less than $350,000 in annual pre-
miums; must be formed primarily
for insurance-rather than invest-
ment-purposes; and must be cap-
italized and maintain reserves at
actuarially reasonable levels.

Some B.V.I. captives, meanwhile,
have relied on another Internal
Revenue Code provision, Section
831, which grants insurers earning
up to $1.2 million in annual premi-
ums a tax exemption on premium
income but not on investment
gains.

Mr. McCullough estimated that
roughly a third of B.V.l.'s captives
are 501(c)(15) companies.

Of seven new captive insurers in-
corporated so far this year, two are
501(c)(15) entities, while four are
single-parent property/casualty
insurers or reinsurers and one is an
association captive, he said.

B.V.l. has an advantage over
larger domiciles in attracting this
business because of the relatively
low cost of operating a captive
there, a particular concern for the
small-business owners setting up
501(c)(15) insurers, Mr. McCul-
lough added.

Looking ahead, the British Vir-
gin Islands government plans to in-
troduce legislation this year that
would allow the formation of pro-
tected cell insurers, which can seg-
regate capital for individual poli-
cyholders and keep liabilities sepa-
rate from other cells.

"I'm asked almost weekly
whether we have (protected cell
company) legislation (or) will we
have it by the end of the year," Mr.

McCullough said. "It's still very
much a growth area....From an im-
age point of view, we have to be
seen as responding to market
1rends.”

The government has also
strengthened various regulations
in the past year, giving the insur-
ance supervisor broader investiga-
tive and enforcement powers. For
example, Mr. McCullough noted,
the supervisor can now conduct
onsite inspections of insurers and
impose sanctions for violations of
regulations. New regulations also
call for the supervisor to provide

guidance notes for the completion
of statutory returns, spelling out-
for example-proper calculation of

BRITISH
VIRGIN
ISLANDS

allowable assets for meeting sol-
vency requirements, he said.
Many of these changes, Mr. Mc-

Cullough said, were things he had
done earlier as insurance superin-
tendent for the Cayman Islands:
He served as the Caymans' chief
regulator from 1996 to 1999 and
joined the B.V.l. government last
year after a stint as a project con-
sultant to the World Bank. Mr. Mc-

Cullough succeeded Peter Bates,
who retired.

The regulatory changes, though,
are also in line with recommenda-
tions made by accountant KPMG

in a review of financial services

regulation in the B.V.l. and other
Caribbean domiciles. The review

er» f
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was commissioned by the
Caribbean jurisdictions' govern-
ments and by the United Kingdom.

The B.V.l. government expects
that regulatory improvements it
makes in response to the KPMG re-
port will also bolster its case
against being listed as an uncoop-
erative tax haven by the Organiza-
tion for Economic Cooperation and
Development. The OECD has set
July 31 as a deadline for countries it
identified as tax havens-including
B.V.l.-to commit to addressing
OECD criticisms or face possible
sanctions (see story, page 16). m

Our stable, dedicated staff provides expert advice
and quality results. And you'll benefit from the

strength, protection and vigilance proudly repre- 1
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Contact Parker Services, L.L.C. at
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Domicile loses nine captives

Turks & Caicos also works to avoid OECD label of tax haven

By DOUGLAS McLEOD

PROVIDENCIALES, Turks &
Caicos Islands-Captive insurance
develvpment stagnated in the
Turks & Caicos Islands last year, in
large part because of the effects of
soft commercial insurance pricing,
according to Harold Wong, the
domicile's superintendent of insur-

The islands finished last year
with 120 captives, down from 129
at the end of 1999. While 10 new
captives were licensed in Turks &
Caiccs last year, the gain was more
than oiset by insurers that closed
their doors or were struck from the
regisser of companies, Mr. Wong
said.

The totals do not include more
than 2.000 credit life insurers that
have been formed in the domicile.

"What is noticeable is that, over
the years, the (number of) pure
captives has dwindled," a result of
the fiercely competitive commer-

cial market that has undercut the

need for captives, he said.

ISLANDS

That may change with the mar-
ket, though. "With rates on the in-
crease the attitude of potential
captive (owners) will change, and
we will have more coming on
stream," he said.

Mr. Wong said it is stiH too early
to judge the impact on the domi-
cile's insurance sector of the Orga-
nization for Economic Cooperation
and Development's crackdown on
tax havens (see story, page 16). The
Turks & Caieos was among the
Caribbean domiciles identified by
OECD last year as tax havens, and

the islands' government along
with those of other Caribbean na-

tions is in discussions with the
OECD to try to avoid being brand-
ed as "uncooperative" in an updat-
ed OECD list to be released later
this year. Inclusion on the second

list could lead to sanctions by
OECD member countries.

The OECD has outlined three ar-
eas of concern, Mr. Wong noted:
harmful tax practices, effective ex-
change of information and trans-
parency. Some agreement will
likely be worked out on the second
and third elements, but reaching a
deal on "harmonizing” the tax
regimes of Turks & Caicos and oth-
er jurisdictions is less likely, he
predicted.

"It's going to be very difficult to
get agreement on that," Mr. Wong
said. "There is going to be some
sort of agreement in some areas

but not all areas.”

Meanwhile, the government is in
the process of updating its finan-
cial services regulations, with some
changes following recommenda-
tions of auditor KPMG L.L.P.,
which last year conducted a review
of the regulatory regimes of Turks
& Caicos and several other
Caribbean jurisdictions.

"To the extent we regard the ree-
ommendations as practical and
worthy of legislation, then we will

take them into account,” Mr. Wong
said.

f/t is in the interest

of all the jurisdictions

to make sure there is

cooperation at all lev-

els.’

Harold Wong

Turks & Catos

"It is in the interest of all the ju-
risdictions to make sure there is co-
operation at all levels,” he ob-
served. "One wants to know that
when one comes into a jurisdiction
that it is a clean jurisdiction.”

Minimum financial require-
ments and fees for captive incorpo-
ration have not changed.

The dornicile is not currently
considering any legislation that
would permit the formation of seg-
regated-account or protected-cell
companies, and Mr. Wong said he
does not know of any proposals for
such legislation.
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Hawaii has record captive gains, sees interest grow

By ROBERTO CENICEROS

HONOLULU-Hawaii is coming
off its best year ever, and state leg-
islators are taking steps to ensure
even more captive growth.

Last year, 15 captives were li-
censed in Hawaii, bringing its cap-
tive roster up to 74.

Those 15 formations, which in-
cluded captives launched by Nike
Inc., Washington Mutual Bank and
Stanford University, surpassed the
previous record, set in 1999, when
11 captives were licensed.

"It was just an amazing year,"
observed Fay Okamoto, vp for
Marsh Management Services Inc. in
Honolulu. Marsh, the state's largest
captive manager, with 35 captives,
added nine captive clients last year.

To make the domicile even more
attractive to captives, Hawaii's
captive industry and the state's reg-
ulators this year are supporting leg-
islation to allow the formation of
protected cell facilities. These are
similar to rent-a-captives, but the
cells operate independently of one
another and their assets are pro-
tected from the debts incurred by
any other cell.

The enabling legislation, H.B.
1243, was introduced by Rep. Ken
Hiraki, chairman of the House
Committee on Consumer Protec-
tion and Commerce. Having passed
the House in March, it is now pend-
ing in the Senate.

Captive managers in Hawaii
credit the captive growth in 2000 to
rising rates in the traditional insur-
ance market, which is pushing
more employers to consider alter-
natives, and to the first full year of
operation for the Captive Insurance
Branch of the Hawaii Insurance
Division.

The owners of many of the new
captives had begun in previous
years "taking baby steps with a
long term view that the market
would not stay soft forever," Ms.
Okamoto said. In 2000, they decid-
ed it was time to launch the cap-
tives.

The 74 captives operating in 2000
generated $242.2 million in premi-
ums, up 2% compared to the $237.5
million produced a year earlier.
Some managers reported lower
premiums in 2000 because sorne
captive policyholders had canceled
policies while some of the new cap-
tives formed only late in 2000.

Although Hawaii's captive indus-
try continues to grow overall, the
relatively small domicile still offers
easy access to regulators, risk man-
agers say.

That ease of accessibility, along
with regulators' speed and flexibili-
ty in considering business strate-
gies, attracts new captives, said So-
raya Wright, corporate risk manag-
er for The Clorox Co. in Oakland,
Calif. Ms. Wright is also a board
member of the Hawaii Captive In-

surance Council, a trade organiza-
tion.

Clorox established its Hawaii
captive, in 1997 to insure casualty
risks.

"Because it is still a fairly new
domicile, they seem to be business-
friendly and 6pen to broad ideas
and non-traditional ideas," she
said. "Today everything is fast-
paced and businesses are busy
working on their business issues. So

when we need support and help in
other areas, it is nice to be able to
access the decision-makers and the
people who can help us achieve our
goals."

Hawaii became a captive domi-
cile in 1986, drawing captive spon-
sors throughout the nation with a
special draw for West Coast risk

managers.
"We found access to Hawaii from

where we are in San Francisco was
a real big factor,” said Jeffrey Seil-
bach, director of risk management
for Stanford University and several
of its independent hospital units.

Stanford in 1997 forrned a

Hawaii captive for medical mal-

a4 a4 o,7
HAWAII

practice and general liability cover-
age for a joint venture between
health care facilities operated by
the University of California at San

Francisco and Stanford Health

Services. But the joint venture end-
ed, so that captive was dissolved.
Last year, Stanford formed its own
facility, Stanford Hospital & Clin-
ics Professional Insurance Co. Inc.

Reasonable premium taxes, along
with an understanding of health
care by regulators, captive man-
agers and other service providers
were big draws for forming the new
captive in Hawaii, Mr. Seilbach
said.

Hawaii premium taxes are 1 %
for multiple-owner captives and
0.25% for single-owner facilities.
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Half of the premium tax goes to-
ward funding Captive Insurance
Branch operations. The remainder
goes to the state's general fund,
which does not fund the Captive In-
surance Branch..

"With the growth in the last two
years, there will be a need for more
examinations in the future," said
Craig Watanabe, captive insurance
administrator for the state's Cap-
tive urance Branch.

The branch currently employs
onff full-time examiner and can

draw on examiners from th€

See Hawaii on next page
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Hawaii Insurance Division. But in
order to maintain prudent over-
sight, Mr. Watanabe said he hopes
to soon hire two more full-time ex-

arniners.

Rather than raise premium taxes

to fund the expansion of regulatory

oversight, however, Hawaii on
March 12 implemented new ad-
ministration rules.

The new rules allow regulators to
collect fees according to the services
and examination time they provide
each facility. The system is more
equitable than raising premium
taxes for all facilities because under
the new system, captives requiring
greater oversight will pay more fees

than those that require less work.

Premium taxes are not an indica-
tor of work required by regulators,
but the new charges are, Mr.
Watanabe added.

Examiners will charge between
$100 to $175 per half day of exam
time. Photocopy fees also will be
charged as well as fees for issuing
documents and certificates of com-
pliance. Owners of some captives,
such as risk retention groups, need

the certificates sent to 50 states.

Pure captives often do not require

that service.

"If it costs us more to provide
that service, why should some of

the pure captives that don't need

this pay more premium tax?" Mr.

Watanabe asked.

The rule assures risk retention

groups will pay their fair share of

regulation costs because they often
do not pay any premium tax in
Hawaii, Mr. Watanabe said.
Hawaii does not collect the assess-
ments from captive owners that
pay premium taxes in other states.
Risk retention groups typically pay
taxes where they issue insurance

policies.

Under the new fee assessment
measures, some captives will pay
lower examination fees than they
now pay, explained Alison Mort-

lock, branch manager in Honolulu
for Marsh Management Services.
Under the old mechanism, captives
paid $550 annually for examina-
tions. But for captives needing less
oversight, examinations may occur
only every three years.

"It's really done to be more equi-
table, so ones that don't need as
much work don't subsidize others,"”
said Ms. Mortlock, who in March
became Marsh's Honolulu branch
manager. She previously worked in
Bermuda as a business develop-
ment consultant for all Marsh of-
fices. In that position, she noticed
respect for Hawaii growing among
the worldwide captive industry.

" They are beginning to under-
stand that Hawaii is a business cen-
ter," she said. "It is not just a great
place to go on vacation. With the
number of captives being formed
here, it's quite a substantial figure
now. That gives people a lot more
confidence to suggest Hawaii as a
domicile.”

Hawaii's efforts in recent yeals to
boost its standing as a respectable
domicile are paying off, several
captive managers added. Mr.
Watanabe, a former captive man-
ager, was hired in 1999. Previously,
the regulation of eaptives was a
part-time function for the Insur-
ance Division. Now, with a full-
time Captive Insurance Branch,
regulatoly approvals are faster and
the state is contributing more to in-
crease the don*cile's visibility, cap-
tive managers said.

"There is a new sense of commit-
ment in terms of marketing and ex-
posing the strengths of programs in
Hawaii," said Sherman S. Hee,
president of Hawaii Captive Insur-
ance Management Inc. in Honolulu.

For example, 2000 was the sec-
ond consecutive year that represen-
tatives for the state and the HCIC
traveled to Japan, They conducted
seminars in Japan in November for
potential captive owners.

The face-to-face contact with
Japanese business people should
help bring more captives to the

Continued on next page

Largest Hawaii-based captives

Ranked hy 2000 gross premium volume
Captive

Parent

1 Nissan Motor Insurance Corp.
Nissan North America Inc.

2 F.L. Insurance Corp.
Marriott International Inc.

3 Entertainment Risk Management Insurance Co. Inc.

Draney Information Service Corp.

4 Sutter Insurance Services Corp.
Sutter Health

5 Stanford Hospital and Clinics Professional Insurance Co. Inc.

Stanford Hospital and Clinics

6 Pacific Beacon Life Reassurance Inc.
CSAA Life & Financial Services Inc.

7 Oahu Transit Services Insurance Group
Oahu Transit Services

8 Attorneys Insurance Mutual Risk Retention Group

California law firms

9 California Healthcare Insurance Co. A Risk Retention Group

California acute care hospitals

10 Transamerica Pacific Insurance Co. Ltd.

Transamerica Corp.

Source: Hawaii Insurance Division, premiums not released
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domicile, said Wanda Jong, vp and
manager for Becher + Carlson Risk
Management Inc. in Hawaii.

"We think that that Japanese
captives will be an opening market
for Hawaii, because Japanese are
familiar with Hawaii and they are
familiar with doing business here,"
Ms. Jong said.

On April 19, the Hawaii Captive
Insurance Council announced that
Tokyo-based Heiwa Corp. had
formed a Hawaii captive unit to in-
sum the property and liability risks
for its Japanese operations. The
company is Japan's largest manu-
facturer of pachinko machines,
which are electronic amusement
games widely popular in Japan.
Heiwa Insurance Inc. is managed
by Becher + Carlson and was
formed in Hawaii for several rea-
sons, including ease of access to
Hawaii and related business inter-
ests already in Hawaii.

The demise nationwide of guar-
anteed-cost programs available
from standard insurers, rising
prices for coverage, and having a
full-time, competent regulator in

'When we look at

domestic locations,

we look at Vennont or

Hawaii. They are the

ones we recommend.’

- Guy E Ragosta

Willis Management Ltd.

Hawaii are all factors contributing
to the domicile's growth, agreed
Guy F. Ragosta, managing director
for Willis Management Ltd. in
Burlington, Vt., which manages
two Hawaii captives.

Hawaii is one of the nation's most
respected domestic domiciles, he
added.

"When we look at domestic loca-
tions, we look at Vermont or
Hawaii,"” Mr. Ragosta said. "They
are the ones that have the devel-
oped infrastructure and the ones
we recommend to people. Over the
long term, they have demonstrated
stability and they have people com-
mitted. You have professionals in
place."

Along with adding new captives,
Hawaii in 2000 approved one new
captive manager, GPW & Associ-
ates, to oversee a new facility. GPW
is a Phoenix-based actuarial ser-
vice and manager of Arizona-based
insurance facilities. In Hawaiii, it
now manages FirstMerit Mortgage
Reinsurance Co. Inc., which re-
ceived its license in November and
reinsures private mortgage insur-
ance. It is owned by Akron, OhioL
based FirstMerit Bank.

The Captive Insurance Branch
approved an out-of-state manager
because its first captive only rein-
sure coverage, Mr. Watanabe said.
That practice requires less compli-
cated management services than
does operating a primary insurer,
Mr. Watanabe said. Once GPW's
business practices become better
known to Hawaiian regulators, it
may be allowed to manage other
captive in the domicile.

James Gordon, president of
GPW, said he favored Hawaii be-

cause Vermont requires that man-
agers maintain a resident office.
But GPW told Hawaii regulators
that it would open a Hawaii office
once it acquires more captives to
manage. He is currently working on
another Hawaii formation, Mr.
Gordon said.

Many of the captives added to
Hawaii's count in 2000 received li-
censes early in the year. By the end
of March 2000, the domicile had
added seven new formations. But
by the same period in 2001, none
had been added.

That, however, does not mean the
domicile's growth has slowed, Mr.
Watanabe said. As of early April,
he had six applications nearing ap-
proval, he said. m

Largest managers of Hawaii

Ranked by gross premium volume in millions of dollars

Manager

Marsh Management Services Inc.

Becher + Carlson Risk Management Inc.
Aon Insurance Managers (USA) Inc.

Risk Services (Hawaii) Ltd.

50th State Risk Management Services Inc.
Willis Management Ltd.

Hawaii Captive Insurance Management Inc.

Triesco Insurance Services Inc.
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captives

Premium volume

2000

$130.0
48.8
38.6
10.91
6.11
4.51
2.3

1.0

1 Premium volume provided by Hawaii Insurance Division's Captive Insurance Branch

Source. m survey

Captives

1999 2000 1999
$98.6 35 26
74.4 11 1
32.0 8 6
1.9 2 1
5.0 7 6
4.5 2 3
16.8 6 8
4.3 1 2
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Call 1-800-888-7126 today.

On the web at www.crumpins.com

Crump is @ member of the Schinnerer Group of Companies.
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Singapore captives hope for Asian growth

By KATE TILLEY

SINGAPORE--Although the
number of Singapore captives has
remained flat in recent years, regu-
lators and managers say the don*-
cile is capable of significant new
growth.

They are hopeful that firming in-
surance prices, as well as proposed
regulatory and tax changes could
help drive new interest in the domi-
cile.

Singapore has the capacity to
"easily" double the number of cap-
tive insurers currently operating

there, says Vic Pannuzzo, general
manager of Marsh Management
Services Pte. Ltd. in Singapore.

Although 2000 was a "relatively
stagnant year"” for the growth of
captives in Singapore, Mr. Pannuz-
zo said it "continues to be an invit-
ing place to do business, as the sys-
tem is very modern, and easy to
adapt to for Australian companies."

Singapore's absence of reinsur-
ance restrictions and low capital-
ization requirements are factors
that are attracting new captives to
the domicile, he said.

"The Monetary Authority of Sin-

gapore is active in promoting Sin-
gapore as a captive don*cile as part
of the government's plan to develop

SIGOR]E

Singapore into a world financial
center,"” Mr. Pannuzzo said.

The MAS also is considering leg-

islation that would allow the for-
mation of rent-a-captives and pro-
tected cell captives in the domicile,
which would promote further
growth, he said. In addition, Singa-
pore's corporate tax rate has been
cut to 24.5% from 25.5%, effective
Jan. 1,2002.

Ong-Woo Peck Wan, manager of
reinsurers and captives for the In-
surance Department, Financial Su-
pervision Group within the MAS,
agreed that growth in captive insur-
ers slowed in 2000.

As of Dec. 31, 2000, there were 51
captives, a net decline of one com-
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pared with a year earlier and the
same level as at year-end 1999. Two
new captives were registered during
2000, but three others were deregis-
tered. N6 new captives have regis-
tered so far in 2001.

Total premiums written by Sin-
gapore captives grew 18% to $241
million Singapore ($133.5 million)
in 2000, according to the MAS.

Ms. Ong-Woo said the slowdown
in Singapore captive formations
was "understandable given the ef-
forts by the Australian government
to attract onshore captives. Also,
the deregulation of the Japanese in-
surance industry since 1998 has
driven premium rates down signifi-
cantly, effectively disincentivizing
the need for captive formation.
These two developments affected
the development of captive insur-
ance in Singapore, as Australian
and Japanese corporations are our
main sources of captive formation.”

Australia has proposed relaxing
its regulatory requirements for cap-
tives-which currently must be
formed under insurer statutes-
that don't write third-party busi-
ness (BL June 5,2000).

"We are still optimistic and see
opportunities for growl:h in Asia.
We intend to organize promotional
trips to new markets, such as Korea
and Taiwan, to promote Singapore
as a preferred captive domicile,”
she said.

Mr. Pannuzzo said Marsh, which
is Singapore's largest captive man-
ager, now has 29 captives under
management in Singapore and is
working on securing more.

As the commercial property/ca-
sualty market hardens, large Corpo-
nations are increasing their risk re-
tention in captives, and this trend is
likely to continue, he said.

"Even though the soft market
will return, it won't necessarily
mean captives will reduce their re-
tentions,” Mr. Pannuzzo said.
"Companies will always assess the
benefits of retaining or transferring
risk, irrespective of market condi-
tions."”

That sentiment is borne out by an
Australian company with a Singa-
pore captive.

Mike Kelly, assistant group jnsur-
ance and risk manager of Mel-
bourne, Victoria-based Amcor Ltd.,
said the maker of packaging prod-
ucts has increased the amount of
product and public liability risks it
retains in its Singapore captive,
Ameor Insurances Pte. Ltd.

Mr. Kelly said the decision to in-
crease risks placed in the captive
was made due to general pricing
pressures in the hardening Aus-
tralian market.

"It is good business sense, too. If
there are no claims, then that is a
direct saving for the company,..If
there is a claim, we have more con-
trol over the whole process,” he
said.

Nick Solley, group insurance
manager of Sydney-based mining
company MIM Ltd., said MIM also
"significantly" increased its risk re-
tention in its captive, MIMsure In-
surance Pte. Ltd., in 2000.

The decision to increase retention
was "due to a combination of loss
history on specific classes, and a
prediction of further hardening in
the market.”

He said captive insurance is "a
good option," not only due to busi-
ness advantages, but also because it
gives management "a feel for the
insurance industry."
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Directory o

he charts that follow were developed

by Business Insurance to help risk
managers track developments and
regulatory requirements in captive in-
surance domiciles worldwide.

The information is provided only for
domiciles with specific legislation or regula-
tions pertaining to captives; domiciles that
merely allow the formation of captives under

CAPTIVES CAPTIVES CAPITAL

existing insurance legislation are not included.

The charts provide information on captive
domiciles-listed in alphabetical order-begin-
ning with the number of licensed eaptives at
year-end 2000 and 1999. Those figures include
the number of inactive captives registered in

the domicile.

Listed next are the minimum capital and

f world captive domiciles

requirements, followed by application fees and
annual license fees pertaining to captive insur-
ers. Also listed are the applicable local taxes as
well as the name of the law that governs cap-
tives and the year it was passed.

Each listing concludes with information on
the domicile's regulator, including contact in-
formation for those seeking additional infor-

DOMICILE

Bahamas

Barbados

Bermuda

British Columbia

British Virgin

Islands

Cayman Islands

Colorado

Delaware

* Restated

2000

31

228 (mest.)

1,078
(mest.)

15

236

515

1999

30

220 (B/est.)

1,075*
(Blest.)

191>

495

& SURPLUS

$200,000 capital or at
discretion of regulator

$125,000 cash

$120,000 for Class 1 (sin-
gle-parent insuring only
risks of parent and attili-
ates); $250,000 for Class 2
(group/association deriving
no more than 20% of net
premiums from unrelated
companies); $1 million for
Class 3 (more than 20%
from unrelated companies)

$200,000 Canadian
($129,491)

$200,000 for P/C captives

writing up to $1 million in
net premiums; $250,000
for life/health captives

$120,000 for Class B li-
cense (most single-parent,
property/casualty captives);

$240,000 if writing long-
term coverages; $360,000

it writing both long-term
and general business

$300,000 capital/$200,000
surplus lor single-parent
and group captives

Single-parent: $250,000;
industrial insured:
$500,000; association:
$750,000

surplus for captives and premium-to-surplus e == Tl ic>r m _ T
PREMIUM FEES TAXES LAWS REGULATOR
TO SURPLUS
The External Insurance Act, Roger G. Brown, Registrar olin-
$25 application fee; 1983. Chapter 318 as surance CompaniesAnsurance
5-to-1 $2,500 annual registra- None amended Dec. 24, 1996. Section, Ministry ot Economic De-
lion lee; $1,000 license The Subsidiary Legislation/ velopment, P.O. Box N-4849, Nas-
registration fee Chapter 318 External Insur- sau N.P., Bahamas; 242-328-
ance, 1987 1068; tax: 242-328-1070
5-to-1 net premium to
surplus. Less than $5
million in premiums: Carlos Belgrave, Supervisor of In-
net assets 01 $125,000 o ini i
o . $250 application fee; Exempt Insurance Act surance, Mm'StrY 01 F'lnance and
or 20% of premiums None Economic Affairs, Bridgetown,

written. More than $5 $2,500 annual license

million: net assets of $1
million plus 10% of
premiums written

Registration fees: Class
1 and 2, $1,575; Class
3, $2,625. Annualfee:
Class 1 and 2, $840;

20% below $6 million

and 10% above for

Class 1 and 2,15% lor

Class 3
Class 3, $2,625
$500 Canadian ($324)
application fee; $2,500
None Canadian ($1,619) reg-

istration fee; $2,500
Canadian annual re-

newal fee

5-to-1 for P/C insurers
writing up to $5 million
in net premiums

$500 application fee;
$2,000 annual renewal

fee

At discretion

$6,098 annual

of regulator licensing fee

Pure captives: none;
group captives: 3-to-1

$500 application lee;
$500 annual lee

$100 annual statement
fee; $50 for continua-
lion of certificate

None

Company tax: minimum lor

Class 1 is $3,633; mini-

mum for Classes 2 and 3 is

$5,607

30% federal income taxi
16% provincial income tax

None

None

Direct: greater of $5,000 or

0.5% of first $25 million of
direct premiums written,
0.25% of next $50 million
and 0.1% thereafter. Rein-
surance: 0.25% of first $20

million in premiums and
0.1% thereafter

Premium tax: 0.7% for first

$20 million, 0.5% for next

$20 million, 0.3% for next
$20 million and 0.1%

thereafter

of 1983

Amendments to Insurance
Act 1978

The British Columbia Insur-

ance (Captive Company)
Act of 1987

The Insurance Act, 1994.

Insurance regulations,
1995

The Insurance Law

(1999 revision)

The Colorado Captive
Insurance Act ot 1972

Chapter 69 (Captive Insur-

ance Companies) of the In-
surance Code, 1984

Barbados; 246-426-3815; fax: 246-
436-2699-, sofi@caribsurt.com

Jeremy E. Cox, Registrar of Com-
panies, Government Administra-
lion Building, 30 Parliament St.,
Hamilton HM 12, Bermuda; 441-
297-7578; fax: 441-292-6640

Doug Mclean, Manager of Insur-
ance, Financial Institutions Com-
mission, 1050 W. Pender St.,
Suite 1000, Vancouver, B.C. V6E
357, Canada; 604-660-2947

William McCullough, Supervisor
of Insurance, Financial Services
Department, The Haycroft Build-
ing, Pasea Estate, Road Town,
Torlola, British Virgin Islands;
284-494-4190;

tinsvs@caribsurt.com

Gordon Rowell, Monetary Authori-
ty, Elizabethan Square, George
Town, Grand Cayman, B.W.1.;

345-949-7089; tax: 345-949-2532;

insurance@cimoney.com.try

William J. Kirven, Insurance Com-
missioner, Colorado Division of In-
surance, 1560 Broadway, Suite
850, Denver, Colo. 80202; 303-
894-7499, ext. 7480

Darryl Reese, Director-Bureau of
Company Examination, Rehabilita-
tion and Guaranty Division, 841
Silver Lake Blvd., Dover, Del.
19904; 302-739-5774; lax: 302-
739-2709;
dreese@deins.state.de.us



DOMICILE

District of

Columbia

Dublin

Georgia

Gibraltar

Guam

Guernsey

Hawaii

Hong Kong

Ilinois

CAPTIVES
2000

183

14

375

74

CAPTIVES
1999

166

59

CAPITAL
& SURPLUS

PREMIUM
TO SURPLUS

Surplus: $150,000 for
pure captive; $300,000
for association (stock),
agency, rental or spon-
sored captive; $500,000
for mutual or reciprocal

insurer association

$100,000 tor pure captive;
$200,000 for association
captive (stock); $300,000
for agency, rental or spon-
sored captive

captive

Reinsurance: subject to re-
view of business plan; di-
rect: minimum share capi-
tai of 500,000 Irish punts
($569,750)

None, other than ap-
proval of business plan

$500,000 3-to-1

P/C: 200,000 to 400,000
euros ($179,820 to
$359,640); 800,000 euros
($719,280) for lile
companies

18% ol annual premi-
ums or 26% of average
claims over prior three

years

Capital: $50,000 for pure
captive; $100,000 lor group
captive; $150,000 for in-
dustrial insured captive
(stock). Surplus: $100,000 No more than tive times
for pure captive; $150,000 paid-in capital/surplus
group captive (stock);
$200,000 for industrial
insured or group captive
(mutual)

18% of net premiums
for first £5 million ($7.2
million); 16% thereafter

£100,000 ($144,030)

Minimum requirements
vary by type of captive; ad-
ditional requirements de-

termined on a case-by-case
basis

Varies hy case

5% of net premiums

$2 million Hong Kong written or net claims

($256,414) outstanding, or $2 mil-
lion Hong Kong
$2 million None

FEES

$500 application fee;

$300 certification lee;

$300 annual renewal
fee

Reinsurance: none. Di-
reel: 4,000 Irish punts
($4,558) application
fee; supervision fee be-
-tween 500 and 25,000
Irish punts ($570 and
$28,488), depending on
premium volume

$600 application fee;
$700 annual fee

£500 ($720) application
fee; £2,000 ($2,881)

annual license lee

$2,500 application fee;
$2,500 annual license
fee;$200 incorporation
tee; $750 fee for quali-
fying certificale; $1.000
qualifying certificate

annual surveillance fee

£2,200 ($3,169) appli-
cation and annual re-
newal fee. Protected
cell companies: £2,800
($4,033) application tee
and £2,200 annualfee
plus 0.25% of gross
premiums

Application review fees

vary between $300 and

$1,000, depending on
facility type

$22,600 Hong Kong
($2,898) authorization

fee

$3,500 application lee

TAXES

Direct: 0.4% on first $20
million ot net premiums,
0.2% on the next $20 mil-
lion ot premiums and
0.075% thereafter. Rein-
surance: 0.225% on the
first $20 million of premi-
ums, 0.15% on the next
$20 million anti 0.025%

thereafter

None on premiums; corpo-
rate tax at 10% until Dec.

31, 2002, 12.5% alter

Gross premiums written in
Georgia: 2.25% state tax,
2.5% county and municipal
tax. Workers comp captives
must contribute to Subse-

quent Injury Trust Fund

Tax exempt by paying £225
($324) per year for 25
years; qualifying compa-
nies are taxed at up to 35%

Rebate of all income tax on
underwriting income and
on dividends to sharehold-
ers. No gross receipts or
premium tax

Four options: no tax but an-
nual fee of £600 ($864);
sliding-scale tax on invest-
ment income of sharehold-
ers' funds; 20% of net prof-
its; fixed rate ol up to 30%
for tive years

Premiums taxed at 0.25%

for single-parent and 1%
for association

captives/RRGs

None

Subject to same taxes as
domestic insurers
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LAWS

The Captive Insurance
Company Act of 2000

Insurance Act 2000

O.C.G.A. Title 33, Chapter
41,1989

Insurance Companies Ordi-
nance of 1987 and associ-

ated regulations

Public Law 23-109,
1997.1998 amendments to

Public Law 24-266 allowing

rebate ol income tax on

dividends

Insurance Business

(Guernsey) Law, 1986

1986 changes to Hawaii in-
surance law in Chapter
431, Article 19 ot Hawaii's

Revised Statutes

The Insurance Companies
(Amendment) Ordinance
1997

Article VIIC of the State In-
surance Code, 1987

REGULATOR

Margaret Schruender, Director of
Insurance, Department of Insur-
ance and Securities Regulation,
810 First St. N.E., Suite 701,
Washington, D.C. 20002; 202-442-
7766; fax: 202-535-1196;
margaret.schruender@dc. gov

Emily Sheerin, Non-Life Insurance
Supervisor; or Eamon Henry, Lile
Insurance Supervisor; Department
of Enterprise, Trade and Employ-
ment, Frederick Building, Setanta
Centre, S. Frederick St., Dublin 2,
Ireland; 353-1-661-4444

Christopher Taylor, Property and
Casualty Supervisor; 2 Martin
Luther King Jr. Drive, Suite 604,
West Tower, Atlanta, Ga. 30334;
404-657-7273; tax: 404-657-7743;

chris.taylor@mail.oci.ga.us

Commissioner of Insurance Finan-
cial Services Commission, P.O.
Box 940, Suite 943, Europort,
Gibraltar; 350-40-283; fax: 350-40-
282; Isc@gibnet.gi

Joseph T. Duenas, Director, De-
partment ot Revenue and Taxa-
lion, 13-1 Mariner Drive, P.O. Box
23607 GMF, Barrigada, Guam
96921; 671-475-1817; lar: 671-
412-2641 revtax@ns.gov.gu

Steve Butterworth, Directar of In-
surance, Guernsey Financial Ser-
vices Commission, La Plaiderie
Chambers, La Plaiderie, St. Peter
Port GY1 1WG, Guernsey; 44-148-
171-2706; fax: 44-148-171-2010;
into@guernseyci. com

Wayne Metcalf, Insurance Com-
missioner, 250 S. King St., P.O.
Box 3614, Honolulu, Hawaii
96811-3614; 808-586-2799;
captiveins@dcca.state.hi.us

Commissioner of Insurance, 21st
Floor, Queensway Government Of-
fices, 66 Queensway, Hong Kong;
852-2867-2554; fax: 852-2869-
0252; iamail@oci.gov.hk

Etta Mae Credi, Assistant Deputy
Director, lllinois Insurance Depart-
ment, 320 W. Washington, Spring-

field, 111. 62767; 217-782-4515;

fax: 217-782-5020;
etta_mae-credi@ins.state.il.us
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CAPTIVES CAPTIVES
DOMICILE
2000 1999
Isle of Man 162 169
Jersey 18 17
Labuan 9 1
Lloyd's of . ;
London
Luxembourg 231 222
Maine 1 1
Malta 1 3
Mauritius 11 8
Netherlands
18 18

Antilles

CAPITAL
& SURPLUS

£500,000 ($720,150) for
long-term; £150,000
($216,045) for general;
£100,000 ($144,030) for
reinsurance; £50,000
($72,015) for restricted

£100,000 ($144,030) or at

regulator's discretion

300,000 ringgit ($78,937)

£500,000 ($720,150); £1.5
million ($2.2 million) if
captive parent is U.S.-
based

50 million Luxembourg
francs ($1.1 million)

Pure: $100,000 in capital,
$150,000 in surplus; indus-
trial insured (stock):
$200,000 in capital,
$300,000 in surplus; indus-
trial insured (mutual):
$500,000 in surplus; asso-
ciation stock: $400,000 in
capital, $350,000 in sur-
plus; association mutual:
$750,000 in surplus

100,000 lira ($222,220)

Minimum: $100,000 for
captives writing general
business; $250,000 for
long-term business;
$350,000 for general and
long-term business.
Regulator may require
additional capital

Determined by review of
business plan

—s

s o
a'25a»fry

2 Liz'/a/\, 1 b»X-

PREMIUM

FEES
TO SURPLUS

TAXES

1

LAWS REGULATOR

Standard tax is 15%. Isle of

Man companies operating
internationally may elect
£1,500 ($2,161) appli- 1% to 35% taxation under
cation tee; £3,000
($4,321) annual license
renewal tee

None

1981 act enjoy partial or

full exemptions it business

is not transacted with Isle

of Man residents

£1,750 ($2,521) proper- Maximum stamp duty is

ty/casualty; £3,500
($5,041) life

17.5% of net premiums
dard rate; exempt captives

pay £600 ($864) per year

6,000 ringgit ($1,579)
for incorporation;
10,000 ringgil ($2,631)

annual license fee

300,000 ringgit
ringgit ($5,262)

£20.000 ($28,806) for
new captive syndicate;

£25,000 ($36,008) +

6.1% VAT for captive
corporate member. An-
nual fees of about 2.1%

Surplus must equal
greater of 16% of annu-
al premium volume or
23% of average claims
incurred over a three-

U.K. corporate tax rates (up

to 30%) on underwriting
business

year period of captive's overall pre-

mium limit for 2001

50,000 Luxembourg
francs ($1,115) for in-
corporation plus 1% tax

Varies. Basic rates: 37.7%

corporate taxi 4% premium

None on capital. Annual li- tax on direct insurance;
cense fee of 100,000 no premium tax on
Luxembourg francs reinsurance
($2,230)

0.375% of first $20 million

in direct gross premiums,

0.275% of next $20 mil-

51,000 initial fee; $100  lion, 0.175% of next $20
for license; $100 for fi-  million and 0.075% there-

None

nancial statement; $500 after; slightly less for cap-

tive reinsurers. Minimum

tax is $4,000 per year; 2%

of gross direct premiums
if parent is a Maine

lee for captives that re-
domesticate to Maine

corporation

Corporate tax is 35%. Com-
panies may operate foreign
income accounts and get a
tax refund on distributions

500 lira ($1,111) appli-

cation fee; 500 lira ac-

ceptance fee; 1,000 lira

($2,222) annual renew-
alfee

Solvency margin set in
accordance with Euro-

pean Union directives
to non-resident sharehold-

ers

15% corporate income tax;

90% foreign tax credit
available

Solvency margin is
15% or $100,000

$500 application fee;
$1,500 annual fee

Solvency margin: the
higher of 15% 01 net
premiums or 300,000
guilders ($168,539) for
non-life; the higher of
4% ot net technical re-
serves or 400,000
guilders ($224,719) for

life

6,000 guilders ($3,371)
application tee; 3,000
guilders ($1,685) annu-

al license fee

2,500 guilders ($1,405)
fixed

International Business Act.
Captives operating under a

£2,500 ($3,601). 20% stan-

3% of net income or 20,000 The Offshore Insurance Act

W.J. Hastings, Chief Executive/In-
surance Supervisor, Isle of Man
Government Insurance and Pen-

sions Authority, HSBC House,
Ridgeway St., Douglas, Isle of
Man IM1 1ER; 44-162-464-6000;
fax: 44-162-464-6001; ipa@gov. im

Insurance Act 1986; Insur-
ance (Amendment) Acts
1993 and 1995

Nigel Woodroffe, Director of Insur-
ance, Jersey Financial Services
Commission, P.O. Box 267, Nel-

son House, David Place, St. Hell-

er, Jersey JE4 8TP; 44-1534-822-

000; fax: 44-1534-822-001;
info@jerseylsc.org

Insurance Business (Jer-

sey) Law, 1996; General

Provisions and Solvency
Margin Orders, 1996

Danial Mah Abdullah, Director-Op-
erations Department, Labuan 011-
shore Financial Services Authori-
ty, Level 17, Main Office Tower,
Financial Park, Jalan Merdeka,
87000 WP Labuan; 60-87-408-188;
tax: 60-87-413-328; /0/sa@gov. my

1990 (amended in 1997)

The Council of Lloyd's, Lloyd's of
London, 1 Lime St., London EC3M
7HA; 44-207-327-1000; fax: 44-
207-626-2389. Contact: Simon
Johnson, 44-207-327-5908; lax:
44-207-327-5599;
simon.johnson@lloyds.com

Captive Corporate Mem-
hers Bylaw (No. 19 of
1998)

Victor Rod, Insurance Commis-
sioner, Commissariat aux Assur-
ances, 7 Blvd. Royal, B.P. 669,
Luxembourg L-2449; 352-226-911;
fax: 352-226-910;
commassu@caa.etat. lu

1991 Insurance Law and

Grand Ducal Regulations,
amended 1994

Enya Carter, Director of Financial
Analysts, Maine Bureau of insur-
ance, 34 State House Station, Au-
gusta, Maine 04333-0034; 207-
624-8496; fax: 207-624-8599;
enya.h.carter@state.me.us

Title 24-A, Chapter 83,
Sections 6701-6720, 1997

Director of Insurance, Malta Fi-

nancial Services Centre, (Insur-

ance Unit), Allard, Malta; 356-
441-155; fax: 356-441-189;

communications@mtsc.com.mt

Insurance Business Act,
1998

Mauritius Offshore Busi- Mauritius Offshore Business Activ-

ilies Authority, Fifth Floor, Barkly

Wharf, Caudan Waterlront, Port

Louis, Mauritius; 230-210-7000;
fax: 230-212-9459;
mobaa@intnet.mu

ness Activities Authority
Act, 1992. PCC Act and
guidelines to regulation of
captive insurance business
in Mauritius

Nataly Davelaar, Superintendent
of Insurance, Bank van de Neder-
landse Antilles (Central Bank),
Breedestraat 1 (P), Curacao,
Netherlands Antilles; 599-9-434-
5500; fax: 599-9-461-5004

Special Insurance License
Decree, 1992
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Nevada

New York

Panama

Rhode Island

Singapore

South Dakota

South Carolina

Switzerland

Turks & Caicos

Islands

* AN

B

CAPTIVES
2000

CAPTIVES
1999

CAPITAL
& SURPLUS

$250,000 for pure captive;
up to $750,000 for a rent-a-
captive

$250,000 for single parent
captives; $500,000 for
group captives. Parent or
group must have total net
worth of at least $100
million

$150,000 lor non-life;
$250,006 for life

Minimum capital: single-
parent, $100,000; industri-
al insured, $200,000; asso-

ciation, $400,000. Mini-

mum surplus: single-par-
ent,$150,000; industrial
insured, $300,000 (stock)
or $500,000 (mutual); as-
sociation, $750,000

$400,000 Singapore
($220,264) capital

51 52

$100,000 capital/
$100,000 surplus

Pure captive: $100,000
capital/$150,000 surplus.
Industrial insured:
$200,000 capital/$300,000
(stock), $500,000 (mutual)
in surplus. Association:
$400,000 capital/$350,000
(stock), $750,000 (mutual)
in surplus. Sponsored:
$500,000 capital/$500,000
surplus

Direct captives or those writ-
ing third-party business: 10
million Swiss francs ($5.9
million); group captives: 1

million Swiss francs capital/
surplus of 20% of premium

tor each shareholder; captive
reinsurers: 1 million Swiss
francs ($588,097) and 20% of
premium

22

$100,000 for general insur-
ers; $180,000 for life insur-
ers. Subject to review of
business plan

120 ** 129 **

*Restated * *Excludes credit life insurers

5-to-1 for captives writ-

- -4 02:i- -
.- 1 /51
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PREMIUM
TO SURPLUS

FEES

$500 application fee;
$300 annual renewal
lee; application review
fee ol up to $3,000

3-to-1 to 5-to-1

None None
$1.000 application fee;
5-to-1 $2,000 annual license

fee

At discretion

$1,000 application lee;

of regulator $500 annual license fee

$400,000 Singapore
surplus of assets over
liabilities

$5,000 Singapore
($2,753) annual fee

$500 for certificate of
authority

None

$200 application tee;
$300 licensing tee;
$300 annual renewal
fee.

Varies by company

Varies annually by mar-
ket share; minimum ot
2,000 Swiss francs
($1,176)

Same as capital and
surplus

$500 license applica-
tion fee; $2,000 annual
renewal fee

ing up to $5 million in
net premiums

Ck>' .+ 2"

TAXES

0.4% on first $20 million of
net direct premiums, 0.2%
on next $20 million and
0.075% thereafter

Premiums related to N.Y.
risks: 0.4% to 0.075% (di-
rect) and 0.225% to
0.025% (reinsurance).
Captives also pay Insur-
ance Department assess-
ments of 0.02% or 0.03%
01 N.Y. direct written pre-

miums

None

$2,500 minimum tax. Di-
rect premiums: 0.2% on
first $20 million, 0.15% on
next $20 million, 0.10% on
next $20 million and
0.0375% thereafter. Rein-
surance premiums: 1.25%
on first $20 million, 0.075%
on next $20 million,
0.025% on next $20 million
and 0.0125% thereafter

Corporate tax is 25.5%.
Captives may apply for a
10% concessionary tax rate
on their offshore business

0.25% of premiums; mini-
mum tax is $5,000

Direct: 0.4% on first $20
million of premiums, 0.3%
on the next $20 million,
0.2% on the next $20 mil-
lion and 0.075% thereafter.
Reinsurance: 0.225% on
first $20 million of premi-
ums, 0.15% on next $20
million, 0.05% on next $20
million and 0.025%

thereafter

8.5% federal tax on profit;
additional tax rates vary by
district. Stamp duty is 1%

None

LAWS

Chapter 694£ of Nevada

Revised Statutes and Neva-

da Administrative Code

Article 70 of the New York

Insurance Law

Law 60, 1996

Rhode Island Statutes: Title
27 Insurance; Chapter 43,
Captive Insurance
Companies

Insurance Act

(Chapter 142)

Chapter 58-46, 1996

Acts 238 and 331, SC Code
38-90-140, 2000

1978 Insurance Supervisory

Law; captive exemptions
introduced in early 19905

Turks & Caicos Insurance
Ordinance of 1989 and
accompanying 1990
regulations

Businessinsurance April 30.2001 /61

REGULATOR

Alice Molasky-Arman, Commis-
sioner of Insurance, Division ol In-
surance, State of Nevada, 788
Fairview Drive, Suite 300, Carson
City, Nev. 89701-5453; 775-687-
4270, ext. 277; fax: 775-687-3934;

lcommish@doi.state.nv.us

Mike Moriarty, Supervising Exam-
iner, New York Insurance Depart-
ment, 25 Beaver St., New York,
N.Y. 10004; 212-480-5127;
nycaptive@ins.state.ny.us

Ana Lorena Broce, Superintendent
of Insurance and Reinsurance,
Ave. Ricardo Arias y Calle 51,

P.O. Box 832/1683, World Trade
Center, Panama City. Republic of
Panama; 507-214-7484; fax:
507-214-7482

Joseph Tom, Chief Examiner, De-
partment of Business Regulation-
Insurance Division, 233 Richmond
St., Suite 233, Providence, R.1
02903; 401-222-5446; tax: 401-
222-5415; jtorti@doa.state.ri.us

Hauw Soo Hoon, Executive Direc-
tor, Financial Supervision Group,
Monetary Authority of Singapore,
10 Shenton Way, MAS Building,
Singapore 079117; 65-229-9440;

fax: 65-229-9694

Wendell Malsam, Chief Examiner,
South Dakota Division of Insur-
ance, 118 W. Capitol Ave., First
Floor, Pierre, S.D. 57501-2000;

605-773-4359; fax: 605-773-5369;

wendellm@crprl.state.sd.us

Ernst Csiszar, Director-South Car-
olina Department of Insurance,
P.O. Box 100105, Columbia, S.C.
29202; 803-737-6229;

ecsiszar@doi.slate.sc.us

Peter Pfund, Swiss Insurance
Commissioner, BVP, Fried-
heimweg 14, CH 3003, Bern,
Switzerland; 41-31-322-7906; fax:
41-31-323-7156

Harold Wong, Superintendent of
Insurance, P.O. Building, Front
St., Grand Turk, Turks & Caicos Is-
lands; 649-946-2791; lax: 649-
946-2821; /sc@kiway. tc

ts
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Tennessee

U.S. Virgin

Islands

Virginia

Vermont

ass¥ a Abgiraerae

Business insurance

CAPTIVES CAPTIVES
2000 1999
6 9
9 9
o o
361 357

CAPITAL
& SURPLUS

$750,000 tor single-parent,
non-profit, municipality
and utility district captives;
$1 million for group cap-
lives

Single-parent: $50,000
capRal, $70,000 surplus;
industrial insured: $75,000
capital, $125,000 surplus;
association captives:
$100 000 capital, $220,000
surplus

Stock captives: $1 million
capital stock; $3 million
surplus; non-stock: $4 mil-
lion surplus

$256 000 for single-parent;
$500,000 for industrial in-
sured; $750,000 for associ-
ation captives. Approved
letters of credit can he
used to meet capitalization
requirements. Captives or-
gamized as reciprocal in-
suiers must maintain a

minimum free surplus of $1
million

a,ll.-

O

PREMIUM
TO SURPLUS

FEES

$500 application tee.

. . Annual minimum fee:
None. Minimum premi-

ums: $500,000 for sin-
gle-parent; $1 million
for group captives

$5,000 for single-par-

ent; $10,000 for group

captives. Any premium
tax paid is counted
against minimum

TAXES

1% of gross direct written
premiums (includes out-01-
state premiums if not taxed

by another state)

LAWS

The Tennessee Captive In-
surance Company Act,
Chapter 13, Title 56, 1978

REGULATOR

Bill Hosea, Director of Financial
Affairs, Department of Commerce
and Insurance, 500 James Robert-

son Parkway, Nashville, Tenn.

37243-1135; 615-741-1692; fax:

615-532-2788;
bhosea@state.tn.us

NA

None. Minimum gross
written premiums:
$500,000 for single-
parent, $1 million lor
association captives

None

S

$1,000 application fee;
$6,000 annual licensing

$500 non-refundable
application lee

$200 initial application
lee; $300 annual li-

Annual franchise tax of
$1,000

fee

Premium tax of 2.25% for
business written in Virginia
and out-of-state business

not taxed by another state

$5,000 minimum annual
premium tax. Direct written
premiums: 0.4% on first
$20 million, 0.3% on next
$20 million, 0.2% on next
$20 million and 0.075%
thereafter. Reinsurance

cense lee

premiums: 0.225% on the

first $20 million, 0.15% on

next $20 million, 0.05% on
next $20 million and
0.025% thereaRer

Title 22, Virgin Islands
Code, Chapter 55, Sections
1400-1421

Chapter 11, Title 38.2,

Special Insurer Act of 1981

Office of the Lieutenant Governor,
Division of Banking and Insurance,
18 Kongens Gade, St. Thomas,
U.S.V.1.00802; 340-774-7166;
fax: 340-774-9458;
vidoiOO1@aol.com

Jim Ware, State Corporation Com-
mission, Bureau of Insurance,
Company Licensing and Regulato-
ry Compliance, Commonwealth of
Virginia, P.O. Box 1157, Rich-
mond, Va. 23218; 804-371-9801;
tax: 804-371-9511;
iware@scc.state.va.us

1980

Leonard D. Crouse, Director ol
Captive Insurance, Vermont De-
partment of Banking, Insurance,

Securities and Health Care Admin-
istration, 89 Main St., Drawer 20,
Montpelier, Vt. 05620-3101; 802-
828-3304; fax 802-828-3460;
captiveinfo@bishca.state.vt.us

Mait *oub Caluipkiia---
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PRELIMINARY SCHEDULE SUMMARY

Monday, November 12
Golf Tournament and Golfer's Luncheon
Conference Registration

The Benchmark Course/Captive Developments

ot New Ideas Roundtable

Welcome Reception with Exhibitors

Tuesday, November 13

Conlinental Breakfast

Keynote Addres=

Employee Benefits ot Investments

Buffet Luncheon

Healthcare ot E-Commerce
Rent-a-Captives ot Capital (In)Adequacy

Dinner and Entertainment

Wednesday, November 14
Continental Breakfast

Caplive Case Studies

Reinsurance o:Financing Business Risks
Buffet Luncheon

Internalional Tax Developments

Conference Roundup

2001 WORLD CAPTIVE FORUM FEES

$2,750.00 Exhibit Booth (Includes Boolh
Space and 1 st Exhibitor Registration)

$75000 2nd and 3rd Exhibitor Regislration

$975.00 Risk Manager Registration
$1,250.00 Non-Risk Manager Registration

$150.00 Spouse/Guest Regisfration

$200.00 Golf Tournament Fee

INTERESTED IN SPONSORSHIP
AND EXHIBIT OPPORTUNITIES?

Contact the World Captive Forum office:

4248 Park Glen Road, Minneapolis, MN 55416
Phone: 952.928.4659 Fax: 952.929.1318

www.captive.com/CaptiveForum

SpacE. Cimad M A 9&* 300 <RE#Sttants
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B/directory of captive insurance company managers

e

AIG Insurance Management
Services Inc

40 Main St, Suite 210,
Burlington, Vt 05401,
802-658-9405, fax 802-658-0112
www aig com
Founded 1989
Parent American International Group Inc
Direct services captive feasibility studies captive
formation, government reporting, accounting, com-
putenzed accounting, claims processing, online ac-
cess to claims data, claims reserves analysis, man

Contact Michael J Matthews,353-1-802 8921, agement, rent-a-:aptive management, underwriting

Paul Obolensky, 212 770-5728
Subcontracts for some captive management ser-
vices with Prism Insurance Management

AIG Insurance Management
Services (lreland) Ltd
AIG Centre, N Wall Quay,
Dublin 1, Ireland
353 1 672-0202, fax 353 1 672-0288
www aig com
Founded 1989
Parent American International Group Inc
Direct services captive feasibility studies, capti *e
formation, government reporting, accounting, con-

aging underwriting facilities, actuanal studies loss putenzed accounting, claims processing, claims 8-
forecasting, association captive management, rent serves analysis, managing underwriting facillties, a.-

a-captive management
Subcontracted services captive feasibility stud

tuarial studies, loss forecasting, remsurance bri-
kered for captives, reinsurance brokered to captive,

les, claims processing, claims reserves analysis loss investment management, association captive ma 1-

control services, actuanal studies, loss forecasting
reinsurance brokered for captives, investment man-
agement

Staff 10 total, 3 professionals

Clients 27 total captives 25 active captives 2 in-
active captives, 27 directly managed Captive premi-

Srst,222;289011811{:fs' 5 =tus man-

Compensation annual fee, $15,000 minimum,
hourly professional, $160, clerical, $50

2000 gross revenue 100% from fees charged for
captive management

genernage Obolensky, president, Ann W Wick,
Contact Ann W Wick, awick@aimsvt com

Manages one captive m Bermuda two captives in
Hawaii and 24 captives in Vermont

AIG Insurance Management
Services (Barbados) Ltd.

Alico Building, Cheapside,
Bridgetown, Barbados,
246-436-4771, fax 246-427-5809
Founded 1985
Parent American International Group Inc
Direct services captive feasibility studies captive

LZed accounfmaoltdfpEceasscng 'neg-

cess to claims data, claims'reserves analysis, loss
control services, investment management, associa-

tion captive management, rent-a-captive manage-
ment

Staff 3 total, 2 professionals

Clients 4 total captives 4 active captives, 4 di-
rectly managed Captive premium volume,
$120,000 000 Capital and surplus managed,
$83,000 000 No minimum size client

Compensation annual fee

2000 gross revenue 100% from fees charged for
captive management

Officers James Bohan, president, Angela Jones,
vp Mike Murphy, director, Paul Obolensky, presi-
dent-AlG Insurance Management Services World-
wide

Contact James Bohan, ibaimco@canaccess com, '

Angela Jones, alaimco@caraccess com

AIG Insurance Management
Services (Bermuda) Ltd.

American International Building, 29
Richmond Road,
Pembroke HM 08, Bermuda,
441-298-5304, fax 441-292-7969
Founded 1947
Parent American International Group Inc
Direct services captive feasibility studies, captive
formation, government reporting, accounting, com-
puterized accounting, claims processing, online ac-
cess to claims data, claims reserves analysis, loss
control services, actuarial studies, loss forecasting,
investment management, association captive man-
agement, rent-a-captive management
Subcontracted services actuarial studies
Staff 7 total, 3 professionals
Clients 19 total captives 16 active captives, 3 m
active captives, 19 directly managed Captive premi
um volume, $144,000,000 Capital and surplus man
aged, $164,000,000 No minimum size client
Compensation annual fee, $25,000 minimum
Officers JCH Johnson president/CEO-Amen-
can International Co Ltd Paul Obolensky, presi-
dent-AlG Insurance Management Services World-
wide, L M Murphy, senior vp/secretary-American In-
ternational Co Ltd
Contact Jeremy Parwant, vp Jeremy parwan 1@

arg com

AIG Insurance Management
Services (Guernsey) Ltd.

Helvetia Court, Les Echelons,
P 0 Box 225,
St Peter Port, Guernsey GY1 4HV,
Channel Islands,
44-1481-716-000, fax 44-1481-716-565
Founded 1994
Parent American International Group Inc
Direct services captive feasibility studies, captive
formation, government reporting, accounting, man-
aging underwriting facilities, reinsurance brokered
for captives, reinsurance brokered to captives, In-
vestment management, tax advice, computerized ac-
counting, claims processing
Subcontracted services captive formation, gov-
ernment reporting, computenzed accounting, claims
processing
Olficers Michael J Matthews, managing dj rector,

David Stafford, financial controller, Charles Allen, di-
rector

1

55"

Direct services captive -easibility studies captive
and ratemaking for captives formation, government rei:orting, comutenzed ac-
Subcontracted services online access to claims counting claims processirg, actuarial studies, loss
data forecasting, reinsurance brokered for captives, rein-
Staff 10 total, 9 professionals surance brokered to captives, investment manage-
Clients 21 totm captives ment
Compensation annual fee, hourly Subcontracted services captive formation, gov-
Officers Michael J Matthews, managing director, ernment reporting, computerized accounting, claims
David Stafford, finance director
Contact Michael J Matthews 353 1-802-8921

Paul Obolensky, 212- 770- 5728

processing

Clients 1 total captive 1 active captme

Officers Colin Bowen Michael J Matthews, di
rectors David Stafford, financial controller

AIG Insurance Management
Services (Luxembourg) S A.
11 Ave Guillaume,PO Box 615,
L-2016, Luxembourg,
352 44-3032, fax 352 44-3107
Founded 1994
Parent American International Group Inc
Direct services captive feasibility studies, captive
formation government reporting, accounting, com
puterized accounting claims processing, reinsur

Contact Michael J Matthews, 353-1-802-8921, ance brokered for captives, reinsurance brokered tc

AIG Insurance Management
Services (Isle of Man) Ltd

Paul Obolensky, 212-770-5728
Subcontracts for some captive management ser-

. Mces with isle of Man Insurcnce Management Ltd
Isle of Man House, Prospect Hill, win ur &

Douglas, Isle of Man,
44-162-468 1230, fax 44-162-468-1399 An explanation of the terms used in this d[-

www aig com rectory appears on page 64

Founded 1994
Parent Americ an International Group Inc

-499:r.4

a0 .

captives, investment management

Staff 2 total

Clients 2 total captives 1 active captive, 1 mac
tive captive

Compensation annual fee, hourly

Officers Michael J Matthews, director, Jacques
Emsix, general manager/director

Contact Michael J Matthews, 353-1-802-8921,
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Paul Obolensky, 212-770-5728.

AlIM Associated Insurance

Management (Ireland) Ltd.
International House, 3 Harbourmaster Place,
IFSC, Dublin 1, Ireland;

353-1-670-0677; faxc 353-1-670-0688

Founded: 1989.

P3rent: AXA Colonia Versicherung AG.

Direct services: captive feasibility studies, captive
formation, government reponing, accounting, com-
puterized accounting, claims processing, online ac-
cess to claims data, claims reserves analysis, loss
control se,vices, loss forecasting, reinsurance bro-
kered for captives, reinsurance brokered to captives,
underwriting and ratemaking for captives, invest-
ment management, tax advice, legal advice.

Staff: 1 total, 1 professional.

Clients: 1 total captive: 1 active captive, 1 directly
managed. Captive premium volume, $200,000. Capi-

tai and surplus managed, $3,700,000, No minimum
size client

Compensation: annual fee.
2000 gross revenue: 100% from fees charged for

Directory terms
explained

The annual Business insurance direc-
tory of captive managers lists compa-
nies that manage captive insurance
companies, either directly or through
subcontracts.

The directory is published as an edito-
rial service, and there is no charge to be
included. To be listed, though, each
company must complete a 8/ question-
naire.

To locate organizations that manage
captives in particular domiciles, an index
will be available on the Web by Friday,
May 4, at www.businessinsurance.com,
under "Directories."” The index will list
the companies that provide captive man-
agement services, either directly or
through subcontracts, in each domicile.

Each listing begins with the compa-
ny's name, address, telephone and fax
number. In addition, the year founded
and parent company are listed.

Listed next are the direct and subcon-
tracted captive management services
the company provides. Stall information
is reported on a full-time equivalent ba-
sis for year-end 2000; it includes both
the total number of staff members and
the number of professional staff mem-
bers involved in captive management
services.

The clients section provides the num-
ber of active and inactive captives man-
aged at year-end 2000; the number of
captives that are directly managed vs.
those subcontracted and the number of
captives that are currently in formation is
also indicated. The total gross premium
volume and the capital and surplus of
captives managed in 2000 are provided.
The minimum premium volume require-
ment for a client is included as well.

The section on compensation details
how the company bills for its services.
The term "commissions" refers to com-
missions generated through reinsurance
brokerage. Information about 2000
gross revenue is included if the compa-
ny reported such information; a break-
out of 2000 gross revenue indicates the
total percentage of revenue generated
from fees charged for captive manage-
ment, commissions charged for insur-
ance and/or reinsurance brokered and
other services the company provides.

The names and titles of the compa-
ny's principal otlicers and that of a con-
tact for readers seeking additional infor-
mation complete each listing.

Although every effort is made to pub-
lish complete and accurate information,
81is unable to verify all information re-
ceived.

If you would like to include your com-
pany in next year's directory of captive
managers, please contact the Business

Insurance Directory Department, at
312-649-5313.
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captive management,
Officers: Paul Moraghar, managing director,
Richard Kelly, financB dire:tor.

Aberdeen Insurance

Managers
(Turks & Caicos) Ltd.

Barracks Hill, Palm Grove Drive,
P.O. Box 169,

Grand Turk, Turks & Ca cos Islands;
649-946-2670; fax: 649-946-2856

Founded: 1989.

Direct services: captive fezsibility studies, captive
formation, government reoor:ilg, accounting, com-
puterized accounting, cial lis processing, claims re-
serves analysis, loss forecasting, reinsurance bro-
kered for captives, reinsurance brokered to captives,
underwriting and ratemas<ing for captives, invest-
ment management.

Staff: 4 total, 2 professi inals.

Clients: 8 total captives-. 7 active captives, 1 inac-
tive captive, 8 directly managed, 1 currently in for-
mation. No minimum size :lie T.

Compensation: annua fee, $10,000 minimum,

hourly: professional, $100; clerical, $25.

2000 gross revenue: 90% from fees charged -cr
captive management, 10% from other services.

Officers: Ross Blumentritt, resident managing 1-
rector Hans Frederich Christoph Blumentritt, d ri-
tor; Tricia Smith Bermudez, assistant secreta->-
claims.

Contact: Ross Blumentritt

Alternative Insurance
Management Services Inc.

6021 S. Syracuse Way, Suite 205,
Greenwood Village, Colo. 80111,
720-256-8218; lax: 303-694-9363
Founded: 1989
Parent: Catholic bealth Initiatives
Direct services: captive formation, governmEgrt
reporting, accountilg, computerized accounlisc,
claims processing, online access to claims cal
clai Tls reserves analysis, loss control services, rei--
a-captive management, association captive manace-
ment.
Staff: 9 total, 5 professionals.
Clients: 2 total captives: 2 active captives, 2 1-
rectly managed, 1 currently in formation. CaFt v.

prem um volume, $3,000,000. Capital and surplus
manlied, $18,000,000. No minimum size client.

Conpensation: annua fEe $10,000 minimum,
hourly professional, $200 ClBrical, $75.

2000 gross revenue: 59[0.000.30% from fees
charJEd for captive mansgement, 70% from other
ServiCES

Oukers: Richard A. Johnson, president/CEO:
Gera'd ne Hoyler, treasurer; John Dicola. secretary.

Colact: Richard A. Join:ci; dickjohnson@chi-
naticral.org.

Aon Insurance Managers
IAntilles) N.V.

-arnson Building,

P-if Kerkampweg M-3.CC,

C-racao, Netherlands Ant lies,
599-9-736-9294; fax 539-9-736-9350

www.aonimig.com, 'wy.aon.com

Founded: 1995

Palent: Aon Corp.

Direct services: captive billation, Jivernment
repo-.ing, accounting, corrp-iterized a:counting,
claims processing, claims reserves anelysis, loss
cont-o' services, managirg inderwriting facilities,

tax advice: rent-a-captive management.

Staff: 2 total, 1 professional

Clients: 7 total captives: 4 active capives, 3 inac-
th,e captives, 7 directly maiaged. Captjve premium
vilume, $5,883,701. Capital and surplus managed,
$11,179,616. No minimum size client.

Compensation: annual -ee, hourly,

Contact Rudy Maasdanme, managirg director.

Aon Insurance Managers
(Australia)
Aon Tjwer, 201 Kent St., Level 29,
Sydney, New South Wales 2000, Australia,
61-2-925-37600,fax 31-2-925-37627
www.ionirmg.com, www.aon com

Parent: Aon Corp.

Direct services: captive f,asibility studies, captive
formation, government reperting, accounting, com-
piterized accounting, claims reserves aralysis, actu-
alal studies, loss forecasing, investment manage-
ment, tax advice.

Staff: 7 total, 5 professioials.

Clients: 8 total captives: 8 active Cadtives, 8 di-

Continued on next page
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rectly managed, 2 currently in formation. Captive

premium volume, $35,461,710. Capital and surplus
managed, $28,774,118. No minimum size client.

Compensation: annual fee, hourly: professional,
$75 to $150; clerical, $50 to $60.

Officers: Tony Cope, executive director; Tony
Grainger, head-captive management.

Contact: Tony Grainger.

Aon Insurance Managers
(Barbados) Ltd.

1 Financial Place, Collymore Rock,
St. Michael, Barbados;

246-436-4895; fax: 246436-9016
www.aonirmg.com, www.aon.com

Founded: 1984.

Parent: Aon Corp.

Direct services: captive formation, government
reporting, accounting, computerized accounting,
claims processing, investment management, associ-
ation captive management.

StaH: 15 total, 7 professionals.

Clients: 33 total captives: 27 active captives, 6 in-

Years ago, to break into a company's computer system,

active captives, 33 directly managed, 1 currently in
formation. Captive premium volume, $160,166,831.
Capital and surplus managed, $324,094,016. No
minimum size client.

Compensation: annual fee, hourly.

Officers: Vinston Hampden, managing director;
Richard Ince, senior vp; Gregory Smith, vp.

Contact: Vinston Hampden; vin-hampden@
agl.aon.com.

Pro forma numbers for captive premium volume and
captives to relied the merger of Aon Insurance Managers
(Barbados) Ltd. and IRMG Barbados.

Aon Insurance Managers
(Bermuda) Ltd.

Craig Appin House, 8 Wesley St,
Hamilton HM HX, Bermuda;
441-295-2220; fax: 441-292-0217
www.aonirmg:com, www.aon.com

Founded: 1963

Parent: Aon Corp.

Direct services:captive feasibility studies, captive
formation, government reporting, accounting, com-
puterized accounting, daims processing, online ac-
cess to claims data, claims reserves analysis, loss

control services. managing underwriting facilities,
actuarial studies, loss forecasting, reinsurance bro-
kered for captives, reinsurance brokered to captives,
investment management, underwriting and ratemak-
ing for captives, association captive management,
rent-a-captive management.

Staff: 109 total, 54 professionals.

Clients: 250 total captives: 228 active captives, 22
inactive captives, 250 directly managed, 7 currently
in formation. Captive premium volume,
$2,262,969,147. Capital and surplus managed,
$3,001,990,898. No minimum size client.

Compensation: annual fee, hourly.

Officers: Philip Barnes, managing director, Carl
Daly, Brian Durrant, executive vps.

Contact: Philip Barnes.

Pro forma numbers for captive premium volume and
captives to reflect the merger of Aon insurance Managers
(Bermuda) Ltd. and International Risk Management
(Bermuda) Ltd.

Aon Insurance Managers
(Cayman) Ltd

Buckingham Square, Second Floor, P.O. Box
1125 GT,

you had to break into their building.

WITH THE EVOLUTION OF TECHNOLOGY COMES THE EVOLUTION OF RISK.

eConomy from FM Global helps you understand how

network computing systems impact your exposures and helps identify ways to

minimize potential loss. By working with leading technology companies,

we've evolved beyond the traditional solutions. From network

security to data protection, we can help your business evolve with technology.

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

Protecting the value business creates. FBI

George Town, Grand Cayman, Cayman
Islands, B.WI;

345-945-2888; fax: 345-945-2889
www.ainirrng.com, www.aon.com

Founded: 1986.

Parent: Aon Corp.

Direct services: captive feasibility studies, captive
formation, government reporting, accounting, com-
puterized accounting, claims reserves analysis, asso-
ciation captive management, rent-a-captive manage-
ment.

Subcontracted services: claims processing.

Staff: 31 total, 13 professionals.

Clients: 66 total captives: 55 active captives, 11
inactive caMives, 66 directly managed, 5 currently in
formation. Captive premium volume, $658,808,384.
Capital anc surplus managed, $586,774,904. No
minimum size client.

Compensation: annual fee, hourly.

Officers: Peter K. Jones, managing director; An-
thony B. Stelling, regional director-Caribbean.

Contact: Peter K Jones; peter_k. jones@
agl.aon.com.

Pro forma numbers for captive premium volume and
captives to raflect the merger of Aon Insurance Managers
(Cayman) lte. and international Risk Management (Cay-
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man) Ltd.

Aon Insurance Managers
(Dublin) Ltd.

22 Upper Fitzwilliam St.,

Dublin 2, Ireland;

353-1-676-2911; fax: 353-1-676-2744
WWWw.aonirmg.com, www.aon.com

Founded: 1990.

Parent: Aon Corp.

Direct services: captive feasibility studies, captive
formation, government reporting, accounting, com-
puterized accounting, claims processing, online ac-
cess to claims data, claims reserves analysis, loss
forecasting, investment management, associaion
captive management, underwriting and ratemaking
for captives.

Subcontracted services: claims processing,
claims reserves analysis, loss control services, actu-
arial studies, loss forecasting, reinsurance brokered
to captives, investment management, tax advice, le-
gal advice, underwriting and ratemaking for capties,
reinsurance brokered for captives.

Staff: 29 total, 15 professionals.

Clients: 39 total captives: 36 active captives, 3 in-
active captives, 39 directly managed, 3 currently in
formation. Captive premium volume, $617,962,113.
Capital and surplus managed, $325,578,907. No
minimum size client.

ONicers: Eamon O'Brien, managing director; Gar-
ry Cullen, deputy chairman.

Contact: Eamon O'Brien, eamon_obrien@ aon.
com; Garry Cullen, garry.cullen@irmg.com; Alain
Dufraisse, director-client services, alain_dufraisse
@aon.com.

Pro lonna numbers for captive premium volume end
captives to reflect the merger of Aon Insurance Managers

(Dublin) Ltd. and International Risk Management (Dubdn)
Ltd

Aon Insurance Managers
(Guernsey) Ltd.

Maison Trinity, Trinity Square,

St. Peter Port, Guemsey GY1 4AT,
Channel Islands;

44-1481-707-909; fax: 44-1481-720-235
Wwww.aonirmg.com, www.aon.com

Founded: 1977.

Parent Aon Corp.

Direct services: captive feasibili studies, captive
formation, government reporting, accounting, com-
puterized accounting, claims processing, online ac-
cess to claims data, claims reserves analysis, man-
aging underwriting facilities, loss forecasting, mir-
surance brokered for captives, underwriting and
ratemaking for captives, association captive manage-
ment, rent-a-captive management.

Subcontracted services: loss control services, ac-
tuarial studies, reinsurance brokered to captives, in-
vestment management, tax advice, legal advice.

Stat 65 total, 14 professionals.

Clients: 127 total captives: 116 active captives, 11
inactive captives, 127 directly managed, 6 currently in
formation. Captive premium volume, $1,059,502,639.
Capital and surplus managed, $1,360,030,183. No
minimum size client

Compensation: annual fee, hourly.

Officers: Olive James, managing director; Chris
LeConte, Rick Gale, John W. Stuart, executive direc-

tors

Contact: Olive James.

Pro forma numbers for captive premium volume and
captives to reflect the merger of Aon Insurance Managers
(Guemsey) Ud. and International Risk Managemen:
(Guemsey) Ltd.

Aon Insurance Managers (Isle
of Man) Ltd.

Jubilee Buildings, Victoria St., Third Floor,
Douglas, IM1 2LR, Isle of Man;
44-162-468-9400; fax: 44-162-467-3242
WWW.aonirmg.com, www.aon.com

Founded: 1985.

Parent Aon Corp.

Direct services: captive feasibili studies, captive
formation, government reporting, accounting, com-
puterized accounting, claims processing, online ac-
cess to claims data, claims reserves analysis, loss
forecasting, reinsurance brokered for captives, rein-
surance brokered to captives, investment manage-
ment, association captive management, underwriting
and ratemaking for captives.

Subcontracted services: loss control services, ac-
tuarial studies, loss forecasting, investment manage-
ment, tax advice, legal advice.

Staft: 30 total, 14 professionals.

Clients: 34 total captives: 30 active captives, 4 in-
active captives, 34 directly managed, 2 currently in
formation. Captive premium volume, $262,990,803.
Capital and surplus managed, $568,361,985. No
minimum size client.

Compensation: annual fee, hourly.

Officers: Jim Boyd, executive chairman; Duncan
Donald; David Newman, executive directors.

Contact: David Newman.

Pro forma numbers for captive premium volume and
captives to reflect the merger of Aon Insurance Managers
(Isle of Man) Ltd. and International Risk Management
(Isle of Man) Ltd.

Aon Insurance Managers
(Jersey) Ltd.
Le Gallais Chambers, 54 Bath St.,
St Helier, Jersey, Channel Islands;
44-1481-707-909; fax: 44-148-172-0235
Www.aonirmg.com, www.aon.com
Founded: 1994.
Parent Aon Corp.
Direct services: captive feasibility studies, captive
formation, accounting, computerized accounting,

claims processing, online access to claims data,
claims reserves analysis, loss forecasting.

Continued on next page
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Compensation annual fee, hourly

Officers Clive James, managing director-Aon In-
surance Managers (Guernsey) Ltd , John W Stuart,
executive director-Aon Insurance Managers
(Guemsey) Ltd

Contact Clive James

Aon Insurance Managers
(Luxembourg) S.A.
283 Route D'AMon,
Strassen, 8011, Luxembourg,
352-31-7171, fax 352-31-7174
Wwww aoninng com, www aon com
Founded 1994

Parent Aon Corp
Direct services captive feasibility studies, captive

g Cé’stHﬁ %15%1"§°Pe§é?vgsa§ﬁ

ing underwriting laci

captives, underwriting and ratemaking for captives
Staff 4 total 3 professionals

Clients 15 total captives 15 active captives, 15 d|recto'rs

directly managed, 4 currently m formation Captive
premium volume, $53,728,270 Capital and surplus

BlG

R

les. reinsurance brokered for

managed, $120,577,659 No mimmum size client Aon Insurance Managers

Compensation annual fee, hourly
Contact Lambert Schroeder, managing director (Panama) S.A.
Third Ave, 77th St ,PO Box 87-1950,

San Francisco, Zone 7, Panama,
507-270-3425, fax 507-270-3434

Www aonirmg com, www aon com
Founded 1996

Aon Insurance Managers
(Nederland)
16 Marconistraat,
Rotterdam, 3029 AK, Netherlands,
31-10-448-8830, fax 31-10477-7059

Parent Aon Cori

Direct services captive feasibili studies, captive
formatioi, government reporting, accounting, claims
processing, reinsurance brokered for captives, in-
vestment management, tax advice, legal adAce, rent-

Parent Aon Corp a-captive managemeni

Direct services captive formation, government Subcontracled semces captive feasibility stud-
reporting, accounting, computerized accounting, ies,investment management, tax advice.,egal ad-
claims processing, claims reserves analysis, loss vice
forecasting Compensation annual fee, hourly

Stall 5 total, 4 professionals Contact Tito Ducriet, president

Clients 2 total captives 2 active captlves 2d,

979 AP s?JFﬁ‘ﬁs managed, Aon Insurance Managers

o' minimum size client (Singapore) Pte. Ltd.
Compensation annual fee, hourly .
cers Paul Kabel, Adri van Veluw, managing 50 Raffles Place, Suite 3200,
048623 Singapore,

65-221-8222, fax 65-338-9880

www aonirmg com, www aon com

Founded 1995

Contact Paul Kabel

Wwww aomrmg com, www aon com
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AV RATED / CERTIFIED TRIAL ATTORNEY

DEFENSE OF GENERAL LIABILITY
PRODUCTS LIABILITY

COMPLEX SPECIALTY CLAIMS INCLUDIAG

- CONSTRUCTION DEFECT
- MEDICAL MALPRACTICE
- ENVIRONMENTAL

e 1 -866-BUBB-T AVW

BUBB-HOEN

ATTORNEYS AT LAW
Member NY/NJ/PA Bar

25 PROSPECT STREET MORRISTOWN, N.J. 07960-6809

TEL. 973-539-6500 FAX. 973-683-0753

msblawfirm.com

HIGH PERFORMANCE AT VERY COMPETITIVE RATES

Founded 1987
Parent Aon Corp
Direct services captive feasibility studies, captive

Founded 1974
Parent ASL Holdings Ltd
Direct services captive feasibility studies, captive

formation, government reporting, accounting, In- formation, government reporting, accounting, com-

vestment management
Stan 3 total, 3 professionals

puterized accounting, claims processing, claims re-
serves analysts, rent-a-captive management, rein-

Clients 7 total captives 7 active captives, 7 di- surance brokered for captives, reinsurance brokered
rectly managed, 5 currently m formation Captive to captives, underwriting and ratemaking for cap-
premium volume, $5,883,639 Capital and surplus tives, association captive management

manaled, $16,239,061 No minimum size client
Compensation annual fee, hourly
Contact Mike Parrish, director

Aon Insurance Managers
(USA) Inc.

201 Merchant St,
Honolulu, Hawaii 96813,
808-540-4315, fax 808-540-4301

Wwww aonirmg com, www aon com
Founded 1994

Staff 14 total, 7 professionals

Clients 50 total captives 50 active captives, 50
directly managed, 1 currently in formation Captive
premium volume, $250,000,000 Capital and surplus
managed, $173,000,000 No minimum size client

Compensation annual fee, $15,000 minimum,
commissions, hourly professional, $150 to $300,
clerical, $75 to $150

Officers Colin James, president, Richard
Witkowski, senior vp, Dueane Dill, vp

Contact Colin James

Birect Sennces captive feasibility studies, captive

formation, government reporting, accounting, com-
putenzed accounting, actuanal studies, loss fore-

casting, reinsurance brokered for captives, reinsur- BF&M Management Ltd.

ance bra
agement, rent-a-captive management

Slall 1 total, 1 professional

Clients 7 total captives 6 active captives, 1 mc-
tive captive, 7 directly managed, 3 currently in for-
mation Captive premium volume, $38,637,000
Capital and surplus managed, $24,813,000 No min-
[mum size client

Compensation annual fee, hourly

Contact Jill Miura, assistant managing director

lered to captives, association captive

Aon Insurance Managers
(USA) Inc.

346 Shelburne Road,
Burlington, Vt 05401,
802 860 0444, fax 802 860 0440

Www aoniring com, www aon com
Founded 1965
Parent Aon Corp
Direct services captive feasibili studies, captive

P 0 Box HM 1007,
Hamilton HM DX, Bermuda,
441-292-6396, fax 441-292-8296
www bfm bm
Founded 1969
Parent BF&M Ltd
Direct services captive formation, government
reporting, accounting, computenzed accounting,
claims processing, claims reserves analysts, manag-
ing underwriting facilities, reinsurance brokered for
captives, reinsurance brokered to captives, invest-
ment management, association captive manage-
ment, rent-a-captive management
Subcontracted semces captive feasibility stud-
les, online access to claims data, loss control ser
vices, actuarial studies, loss forecasting, tax advice,
legal advice, underwriting and ratemaking for cap-
tives
Stal! 8 total, 4 professionals
Clients 28 total captives 27 active captives, 1 In-

formation, government reporting, accounting, com- active captive, 28 directly managed, 1 currently m
putenzed accounting, claims processing, online ac- formation Captive premium volume, $437,015,261
cess to claims data, managing underwnting facilities, Capital and surplus managed, $263 943, 119 No

remsurance brokered for captives, remsurance bro-
kered to captives, underwrmng and ratemaking for
captives, association captive management, rent-a-
captive management

minimum size client
Compensation annual fee, $20,000 minimum,
commissions, hourly
2000 gross revenue 90% from fees charged for

Suhcontracted sennces. claims reserves analysts, captive management, 7% from commissions
loss control services, actuanal studies, loss forecast- charged for brokenng insurance and/or reinsurance,
InG, Investment management, tax advice, legal ad- 3% from other services

VICE

StaH 33 total, 16 professionals

Clients- 111 total captives* 109 active captives, 2
inactive captives, 111 directly managed, 3 currently
m formation Captive premium volume,
$1,495,027,267 Capital and surplus managed,
$15,303,213,961 No minimum size client

Compensation. annual fee, hourly

Officers Peter Joy, managing director, Jim Mur-
ray, Nancy Gray, deputy managing directors

Contact Peter Joy, 802-462-4400

Pro forma numbers for captive premium volume
and captives to reflect the merger of Aon Insurance
Managers (USA) Inc and IRMG/American Risk
Management Corp * Manages captives in Colorado,

Contact Elizabeth A C Durrant, vp, Idurrant
@bfm bm

Becher + Carlson Cos.

84 Pine St, 600 Financial Plaza, P 0 Box
5599,
Burlington, Vt 05401,
802-658-7831, fax 802-658-7843
www amre com
Founded 1982
Parent American Re-Insurance Co
Direct services captive feasibility studies, captive
formation, government reporting, accounting, com-

Dehiware, Kentucky, Mame, Rhode Is/and and Ver- puterized accounting, loss controi services, actuanal

mom

Aon Insurance Managers
(Vancouver)

900 Howe St, Box 3228,
Vancouver, British Columbia V68 3X8,
604-683-2561, fax 604-643-5235
www aonirmg com, www aon com
Founded 1988
Parent Aon Corp
Direct sentices captive feasibilm, studies, captive
formation, government reporting, accounting, com-
Futerized accounting, claims processing, claims re-
serves analysts
Subcontracted services loss control services, ac-
tuanal studies, loss forecasting, reinsurance bro-
Pered for captives, underwriting and ratemaking for
captives
Stafl 3 total, 2 professionals
Clients 11 total captives 10 active captives, 1 in-
active captive, 11 directly managed Captive premi-
um volume, $28,308,770 Capital and surplus man-
aged, $22,486,955 No minimum size client
Compensation annual fee, hourly
Contact Bill Morgan, managing director

APManagement Ltd.*

Windsor Place, 18 Queen St, Third Floor, P 0
Box HM 2267,

Hamilton HM JX Bermuda,

441-295-6642, fax 441-292-1196
Founded 1999

Parent American Physicians Capital

studies, loss forecasting, reinsurance brokered for
captives, underwriting and ratemaking for captives,
investment management

Staff 3 total, 2 professionals

Clients 7 total captives 7 active captives, 7 di-
rectly managed Captive premium volume,
[$8,955,962] Capital and surplus managed,
$148,614,845 No mimmum size client

Compensation annual fee

Officers Gregory K Myers, president/CEO,
Robert L Glicksteen, senior vp/CFO, Robert W Hes-
sel, senior vp

Becher + Carlson

Management Ltd.

Continental Building, 25 Church St,PO Box
HM 2461,
Hamilton HM JX Bermuda,
441-295-0519, fax 441-295-0933
www amre com
Founded 1981
Parent American Re-Insurance Co
Direct services captive feasibility studies, captive
formation, government reporting, accounting, com-
puterized accounting, online access to claims data,
claims reserves analysis, rent-a-captive manage-
ment, actuarial studies, reinsurance brokered for
captives, reinsurance brokered to captives, associa-
tion captive management, loss forecasting
Stall 9 total
Clients 21 total captives 15 active captives, 6 in-
active captives, 21 directly managed, 1 currently in
formation Captive premium volume, $210,000,000

Capital and surplus managed, $413,000,000 No

Subcontracted services captive feasibility stud- minimum size client

les, captive formation, government reporting, ac-
counting, computerized accounting, rent-a-captive
management

Clients 1 total captive 1 active captive, 1 subcon
tracted No minimum size client

Compensation annual fee, hourly

2000 gross revenue 100% from fees charged for
captive management

Officers Monte Jahnke, president, Andrew Mc-
Comb, vp

Contact Doug Fullerton, dougl@powerscourt bm

Subcontracts for some captive management ser-
vices with Powerscourt Management Ltd

* Formerly MICOA Management Ltd

Atlantic Security Ltd.
Windsor Place, 18 Queen St,
Hamilton, Bermuda,
441-295-5425, fax 441-295-5444

www asl bm

Compensation annual fee, hourly

Officers Tony Bibbings, senior vp, Frances Bing-
ham, Krystalle Tobin, vps

Contact Pam Brooskin, 21700 Oxnard St, Suite
1800, Woodland Hills, Calif 91367, 818-598-4250

Becher + Carlson Risk

Management Inc.
Pacific Tower, 1001 Bishop St, Suite 2788,
Honolulu, Hawaii 96813-3403,
808-521-1121, fax 808-521-1288
www amre com
Founded 1991
Parent- American Re-Insurance Co
Direct services captive feasibili studies, captive
formation, government reporting, accounting, com-
puterized accounting, claims reserves analysis, rent-
a-captive management, actuanal studies, loss fore-

Continued on next page
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casting, reinsurance brokered for captives, under-
writing and ratemaking for captives, association cap-
tive management

Staff 2 total, 1 professional

Clients 11 total captives 8 active captives, 3 In-
active captives, 11 directly managed, 2 currently m
formation Captive premium volume, $48,800,000

F--*ilk 00*;055/850,=CApri,30,21101,67

Clients 1 total captive 1 active captive, 1 directly reinsurance brokered to captives, underwriting and

managed Captive premium volume, $8,150,000

ratemaking for captives, tax advice, legal advice,

Capital and surplus managed, $12,500,000 No managing underwnt,ng tacnities

minimum size client

2000 gross revenue $8,100,000

Staft. 6 total, 4 professionals
Clients 18 total captives 15 active captives, 3 in-

officers Douglas H Thompson Jr, Ben Stlber- active captives, 15 directly managed, 3 subcontract-

stein, William W Thompson

ed, Captive premium volume, $66,639,000* Capital

Subcon#acts for some captive management ser- and surplus managed, $291,746,000 No minimum

Capital and surplus managed, $88,700,000 No mmi- wces with Aon /nstuance Managers

mum size client

Compensation: annual fee

2000 gross revenue 100% from fees charged fir
captive management

Officers Gregory K Myers, pres,denUCEO,
Robert Glicksteen, senior vp, Wanda Jong, vp/man-
ager

Contact Pam Brooskin, 21700 Oxnard St, Suite
1800, Woodland Hills, Calif 91367, 818-598-4250

Bott & Associates Ltd.

Caledonian Bank & Trust Ltd.

Caledonian House, P 0 Box 1043,
George Town, Grand Cayman, Cayman
Islands, BWI,
345-949-0050, fax 345-949-8062
www caledontan com
Founded- 1970
Direct semces captive feasibility studies, captive
lormation, government reporting, accounting, com-

The Armoury Building, 37 Reid St,PO Boy puterized accounting, claims processing, claims re-

HM 1087,
Hamilton HM EX, Bermuda,
441-292-6564, fax 441-292-5796
Founded 1979
Direct sennces captive feasibility studies, captive
formation, government reporting, accounting, corr-
putenzed accounting, claims processing, rent-a-caT-
tive management, reinsurance brokered for captives,
reinsurance brokered to captives, underwriting anl
ratemaking for captlves, association captive man-
agement, managing underwriting facilities, claims re-
serves analysis
Staff 6 total, 3 professionals
Clients 10 total captives 8 active captives, 2 in-
active captives, 10 directly managed, 2 currently m
formation No minimum size client
Compensation annual fee, $12,000 minimum,
commissions
2000 gross revenue 50% from fees charged fo,
captive management, 40% from commissions
charged for brokenng insurance and/or reinsurance,
10% from other services
Omcers Michael F Bott, president, Roy V Bray
executive vp
Contact Roy V Bray

Britannia Insurance

Management (Cayman) Ltd.

Piccadilly Centre, Elgin Ave,
P 0 Box 10139 APO,
George Town, Grand Cayman, Cayman
Islands, BWI,
345-945-7700, fax 345-945-7701
www britannia com ky
Founded 1997
Direct services captive feasibility studies, captive
formation, government reporting, accounting, com-
puterlzed accounting. rent-a-captive management,
actuanal studies, association captive management,
managing underwriting facilities
Subcontracted services claims processing,
claims reserves analysis, loss control services, loss
forecasting, reinsurance brokered for captives, rein-
surance brokered to captives, undenvnting and
ratemaking for captives, Investment management,
tax advice, legal advice
StaH 2 total, 1 professional
Clients 3 total captives 3 active captives, 2 cur-
rently In formation Captive premium volume,
$31,000,000 Capital and surplus managed,
$94,000,000 No minimum size client
Compensation annual fee, $20,000 minimum,
hourly professional, $200, clencal, $92
Officers Albert Jacob, chairman, J Terry Burke,
managing director
Contact J Terry Burke

< —

CNA Risk Services Ltd.

Continental Building, 25 Church St,
P 0 Box HM 824,
Hamilton HMCX, Bermuda,
441-295-6015, fax 441-295-1702
www cnabermuda com
Founded 1980
Parent CNA Financial Corp
Direct services captive feasibility studies, captive
formation, government reporting, accounting, claims
processing, claims reserves analysis, rent-a-captive
management, actuanal studies, loss forecasting, as-
sociation captive management, computerized ac-
counting, managing underwnting facilities
Staff 6 total, 4 professionals
Clients 12 total captives 11 active captives, 1 m-
active captive, 12 directly managed No minimum
size client
Compensation. annual fee, commissions
Omcers. Doug May, chairman, Leslie Boughner,
CEO, Thomas McMahon, COO
Contact. Thomas McMahon, thomas mcma-
hon@cna bm, Michael Larlan, michael larkin@
cna bm

CPA Mutual Management Inc.
11801 Research Dnve,
Alachua, Ra. 32615,
800-543-3029, fax 386-418-4004
Founded 1987
Direct services captive feasibility studies, captive
formation, computerized accounting, claims pro-
cessing, online access to claims data, claims re-
serves analysis, loss control services, reinsurance
brokered for captives, underwriting and ratemaking
for captives, investment management, tax advice, as-
sociation captive management, managing underwnt-
ing facilities
Subcontracted services government reporting,
accounting, actuanal studies, loss forecasting, legal
advice
Stat 6 total, 6 professionals

serves analysis, rent-a-captive management, loss
forecasting, Investment management, association
captive management

Subcontracted semces loss control services, ac-
tuartal studies, reinsurance brokered for captives,

ISP

size client

Compensation annual fee, $5,000 minimum,
hourly professional, $180, clencal, $80

2000 gross revenue $240,000 100% from fees
charged for captive management

Officers David Sargison, managing director,
David Walher, assistant managing director, Nicholas
Leighton, director-insurance services

Founded 1981

Parent Mutual Risk Management Ltd

Direct services underwriting and ratemaking for
captives, investment management, association cap-
tive management, managing underwrit,ng facilities,
captive feasibilKy studies, captive formation, govern-
ment reporting, accounting, computerized account-
ing, claims reserves analysts, rent-a-captive manage-
ment, remsurance brokered for captives

Subcontracted services tax advice, legal advice,
claims processing, online access to claims data, loss
control services, actuanal studies, loss forecasting

Stall 62 total, 48 professionals

Clients 23 total captives 23 active captives, 22
directly managed, 1 subcontracted, 4 currently in
formation Captive premium volume, $280,000,000

*Captive premium volume does not include No mimmum size client

$134,000,000 m premiums from a loss portfolio nova-

tion

Captive Resources Inc.
201 E Commerce Drive,
Schaumburg, 111 60173-5338,
847-781-1400, fax 847-781-1455

www captiveresources com

. 4914

1

0416

Compensation annual fee

2000 gross revenue 95% from fees charged for
captive management, 5% from other services

Officers. George V Rusu, president, Michael J
Kilbane, executive vp/CFO, Jennifer Beard, executive

vp-operations

Contact George V Rusu

Subcontracts for some captive management ser-
vices with Kensington Management Group Ltd

Castlewood Risk

Management Ltd.
Windsor Place, 18 Queen St,
Hamilton HM 11, Bermuda,
441-295-8495, fax 441-292-1196
Founded 2000
Direct sennces captive feasibility studies, :aptive
formation, government reporting, accounting. com-
puterized accounting, claims processing, reinsur-
ance brokered for captives, rensurance brokdred to
captives, underwnting and ratemaking for captives,
association captive management, rent-a-captive
management
Staff 3 total, 3 professionals
Clients 3 total captives 2 active captives, 1 ,nac-
tive captive, 3 directly managed, 1 currently ia for-

mahon No minimum size client

Continued on next page

A chart providing a synopsis of develop-
ments and regulations in captive domicites
worldwide appears on pages 58-62
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Compensation annual fee, commissions, hourly

2000 gross revenue 90% from fees charged for
captive management, 10% from other services

Officers Andrew McComb, president/CEO,
Steven R Western, senior vp/COO, Margaret Turner,
vp-insurance services

Contact Andrew McComb, 441-295-2749,

andym@powerscourt bm, Steven R Western, 441-
292-1486, stevew@powerscourt bm

Chandler Insurance
Management Ltd.
Anderson Square, Fifth Floor, P 0 Box 1854,
Grand Cayman, Cayman Islands, BWI,
345-949-8177, fax 345-949-8376
www chandlennsurance com

Founded 1990
Parent Chandler Insurance Co Ltd

0,rectservices capti\{e feasibility studie
formation, governmen

captive serv?s analysts, rept-a-captive

reporting, accounﬁhg, com. ment management, tax advice, eagrﬁga%ce, associa- ance Management Services, Worldwide

c, f,-

financial controller, Flona Moseley, senior account
administrator
Contact lan Kilpatnck

Eaglehurst Insurance
Management Ltd.
Analyst House, 20-26 Peel Road,
P 0 Box 16,
Douglas, IM991 AP, Isle of Man,
44-162-467-3811, fax 44-162-462-9983

Founded 1986

Parent Pannell Kerr Forster

Direct services captive feasibility studies, captive
formation, government reporting, accounting, com-
puterized accounting, claims processing, claims re-

ent, invest-

puterized accounting, reinsurance brokered for cap- tion captive management

lives, reinsurance brokered to captives, association
captive management
Staff 4 total, 2 professionals

Staff 3 total, 3 professionals
Clients 2 total captives 2 active captives, 2 di-
rectly managed, Captive premium volume,

Clients 12 total captives 10 active captives, 2 in- $700,000

active captives, 12 directly managed Captive premi-

Capital and surplus managed, $4,500,000 No

um volume, $57,841,000 Capital and surplus man. minimum size client

aged, $131,399,000 Minimum size client, $500,000

Compensation hourly professional, $125 to

Officers W Brent Lagere, chairman/director, $380, clencal, $60

Steven R Butler, director

Channel Islands Insurance
Consultants Ltd.

26 Comet St,

St Peter Port, Guernsey GY1 1 LF,

Channel Islands,

44-1481-710-336, fax 44-1481-710-696
Founded 1982
Direct servmes captive feasibility studies, captive

formation, government reporting, accounting com-
puterized accounting, claims processing, online ac-

tax advice, rent-a-captive management
StaM 8 total, 4 professionals
Clients 12 total cal)tives 12 active captives, 12
directly managed, 1 currently in formation
Compensation annual fee, hourly

Ofl,cers Timothy A Spafford, managing director, $226,8

Tracey N Turberville, Michael J Savage
Contact Timothy A Spafford, tspafford@cim
guernseynet

Coleman Williams Risk
Management Ltd.

ICB Building, Roebuck St ,
Bndgetown, Barbados,
246-427-3362, fax 246-426-0426
Founded 1999
Direct services captive formation, government
reporting, accounting, computerized accounting
Staff 1 total, 1 professional
Clients 5 total captives 2 active captives, 3 mac-

tive captives, 5 directly managed No minimum size
client

Compensation annual fee, hourly

2000 gross revenue $60,000 100% from fees
charged for captive management
Officers Isobel Foster, John Scott, John H Nu-

gent, directors
Contact Isobel Foster

Eurco Ltd.

International House, 3 Harbourmaster Place,
Dublin 1, Ireland,
353-1-829-0444 fax 353-1-829-0433
Founded 1993
Parent DW verzekenngen N V

Founded 1982

Parent American International Group Inc

Direct senlices captive feasibility studies, captive
formation, government reporting, accountinc, com-
puterlzed accounting, claims processing, online ac
cess to claims data, claims reserves analysts, man-
aging underwriting facilities, actuanal studies, loss

business development

forecasting, reinsurance brokered for caphves, asso- HSBC Insurance Services

clation captive management, rent-a-captive manage-
ment

Subcontracted services captive feasibility stud-
les, claims reserves analysts, actuanal studies, loss
forecasting, reinsurance brokered for captives

Staff 5 total, 4 professionals

Clients 7 total captives 7 active captives, 7 di-
rectly managed, Captive premium Lolume,
$6,100,000* No mimmum size client

Compensation annual fee, hourly professional,
$150, clencal, $65

2000 gross revenue 100% from fees cha-ged for
captive management

Officers Paul Obolensky, president-AlG Insur-

'Captive premium voiume provided by Hawaii Insur
ance Division's Captive Insurance Branch

FINNCAP-Oy Finnish Captive mum

& Risk Services Ltd.

Vattuniemenkula 8A,
Helsinki, Fin-00035, Finland,
358-10-514-5315, fax 358-10-514-5193

Parent Aon Corp , Sampo Industrial Insurance
NV

(Bermuda) Ltd.

75 Front St ,PO Box HM 836,
Hamilton HM CX, Bermuda,
441-292-7575, fax 441-292-1243
www insurancebrokers hsbc co uk

Founded 1987

Parent HSBC Holdings PLC

Direct services captive feasibility studies, captive
formation, government reporting, accounting, com
puterlzed accounting, claims processing, reinsur-
ance brokered for captives, reinsurance brokered to
captives, association captive management, rent-a
captive management

Staff 6 total, 3 professionals

Clients 10 total captives 8 active captives, 2 in
active captives, 10 directly managed, 4 currently m
formation Captive premium volume, $10,000,000
Capital and surplus managed, $10,000,000 No mint-
size client

Compensation annual fee, commissions, hourly

putenzed accounting, loss control services, legal ad-
vice

Staff 2 total, 2 professionals

Clients 6 total captives 5 active captives, 1 Inac-
tive captive 6 directly managed Captive premium
volume, $2,320,357 Capital and surplus managed,
$6,375,424 No minimum size client

Compensation annual fee, $20,000 minimum,

2000 gross revenue $214,625 100% from fees
charged for captive management

Officers Sherman S Hee, president, Judy R D
Nako, CH)/treasurer

Contact Sherman S Hee, Judy R D Nako

Heath Lambert Insurance
Management
(Guernsey) Ltd.*
11 Westerbrook Centre, South Side,
P 0 Box 308,
St Sampson's, Guernsey GY11 QJ,
Channel Islands,
44-1481-249-984, fax 44-1481-248-304
Founded 1979
Parent HLF Insurance Holdings Ltd
Direct services captive feasibility studies, captive
formation, government repofling, accounting, com-
puterized accounting, claims processing, online ac-

2000 gross revenue 30% from fees charged for cess to claims data, claims reserves analysts, rent-a-
captive management, 70% from commissions captive management, loss forecasting reinsurance

charged for brokering insurance and/or reinsurance

brokered for captives, reinsurance brokered to cap-

Officers Roy Fellowes, rfellowes@hsbc tives, underwriting and ratemaking for captives

group com

Direct services captive feasibility studies, captive HSBC Financial Services

formation, government reporting, online access to
claims data, claims reserves analysis, loss control
services, underwriting and ratemakling for captives

Staff 2 total, 1 professional

Clients 4 total captives 3 active capbves, 1 Inac
tive captive No minimum size client

Compensation annual fee, hourly

Officers Anders Nordman, chairman, Juha Ettala,
deputy chairman, Lars Von Hertzen, managing direc-

mrectservices captive feasibility studies, captive tor
cess to claims data, claims reserves analysts, loss formation, accounting, computerized accounting,
control services, actuanal studies, loss forecasting. claims processing, claims reselves analysts, reinsur- po com
reinsurance brokered for capbves, underwriting and ance brokered for captives, reinsurance brokered to
ratemaking for captives, Investment management, captives, Investment management, tax advice, legal

advice, managing underwriting facilities, government
reporting

Staff 9 total, 9 professionals

Clients 6 total captives 6 active captives, 6 di-

Contact Lars Von Hertzen, lars hertzen@ sam-

S

rectlgomanaged Captive premium volume, Arthur J. Gallagher

, 794
Capital and surplus managed, $121,561,532
Compensation annual fee, commissions, hourly
2000 gross revenue 79% from fees charged for
captive management, 21% 1rom other services
Officers Hugo Azijn, managing director, Carmel
O'Brien, financial controller, David Claes, reinsurance

manager

European Insurance
Management Services Ltd.
Regal House, PO Box 416,

Gibraltar,
350-48-352, fax 350-75-655
Founded 1999
Direct sennces captive feasibility studies, captive

formation, claims processing, reinsurance brokered
for captives, underwriting and ratemaking for cap-

2000 gross revenue 100% from fees charged for tives

captive management
Contact Fiona A Williams, general manager

Commonwealth Risk

Management Inc.
P 0 Box 834,
Montpelier, Vt 05601-0834,
802-229-5000, fax 610-430-2014
Founded 1987
Direct sennces captive feasibility studies, captive

Subcontracted services accounting, captive for-
mahon, claims processing, reinsurance brokered for
captives, underwriting and ratemaking for captives

Stall 1 total, 1 professional

Clients 4 total captives 4 active captives, 4 di-
rectly managed, 8 currently in formation

Compensation annual fee, $50,000 minimum,
hourly professional, $160

Officers Reginald J Wallace, chairman, Paul L
Savignon, CEO/director, Chris W Johnson, general
manager/director

Contact Chris W Johnson, 350-48-324, chris

formation, government reporting, accounting, com- Johnson@eims gl

puterized accounting, actuanal studies, loss fore-

Subcontracts for some captive management ser-

casting, reinsurance brokered for captives, remsur- vices with Aon /nsurance Managers and HSBC Hold-
ance brokered to captives, underwriting and /ngs PLC

ratemaking for captives,investment management,
tax advice, legal advice, association captive manage-
ment, managing underwriting facilities
Subcontracted services claims processing, on-
line access to claims data, loss control services,

rent-a-captive management, claims reserves analy-
sis

Stall 5 total, 2 professionals
Compensation annual fee, $25,000 minimum,

commissions, hourly professional, $135, clerical,
$35

Officers Peter D Sanger, presidentkreasurer, Ju-
dith A Sanger, vp/secretary
Contact Peter D Sanger 610-805-6143

Crusader International
Management (Cayman) Ltd.
Crusader House, 102 Mary St,

P 0 Box 2185 GT,

Grand Cayman, Cayman Islands,BWI,

345-949-1599, fax 345-949-0520
Founded 1993

FBD International Captive
Management Ltd.

Guild House, Guild St, IFSC,
Dublin 1, Ireland,
353-1-670-1340, fax 353-1-670-1342
Founded 1990
Direct services captive teasibility studies, captive
formation, government reporting, accounting com-
putenzed accounting, claims reserves analyms, loss
control services, tax advice
Subcontracted sennces claims processing, aclu-
anal studies, reinsurance brokered for captives, rein-
surance brokered to captives, investment manage-
ment, legal advice
Stall 4 total, 4 professionals
Clients 4 total captives 3 active captives, 1 inac-
tive captive Captive premium volume,

Direct services captive feambility studies, captive $254,000,000 Capital and surplus managed,
formation, government reporting, accounting, com- $46,000,000 Minimum size client, $1,160,000

putenzed accounting, rent-a-captive management,
association captive management

vice, legal advice

Staff 11 total, 3 professionals

Clients 6 total captives 6 active captives, 6 di-
rectly managed, 3 currently in formation Captive
premium volume, $33,000,000 Capital and surplus
managed, $46,000,000 No minimum size client

Compensation annual fee, $20,000 minimum

2000 gross revenue $2,000,000 6% from fees
charged for captive management, 94% from other
services

Officers lan Kilpatnck, president, Gavin Foggon,

Compensation annual fee, $35,000 minimum

Catherine Kenny, manager-client services

50th State Risk Management
Services Inc.
6 Waterlront Plaza, 500 Ala Moana Blvd ,
Honolulu, Hawaii 96813,
808-543-0439, fax 808-523-9027

Management
(Bermuda) Ltd.

Sof,a House, 48 Church St ,
Hamilton HM 11, Bermuda,
441-292-4654, fax 441-292-8231
Founded 1972
Parent Arthur J Gallagher & Co
Arect service captive feasibility studies, captive
formation, government reporting, account ng, com-
puterlzed accounting, rent-a-captive nanagdment,
loss forecasting, reinsurance brokered for captives,
reinsurance brokered to captives, underwriting and
ratemaking for captives, association captive manage-
ment, managing underwriting facilities
Subcontracted services claims processing, on-
line access to claims data, claims rese-ves analysts,
loss control services, actuartal studies, tax advice, le-
gal advice, investment management
Stati 9 total, 6 professionals
Clients 16 total captives 15 active captives, 1 m-

(Cayman) Ltd. dba HSBC
Insurance Management
PO Box1109GT,
Grand Cayman, Cayman Islands,BWI,
345-949-7755, fax 345-949-6021
www hsbc ky

Founded 1984

Parent HSBC Holdings PLC

managing underwriting facilities

Subcontracted services loss control services, ac-
tuanal studies, investment management, tax advice,
legal advice

Staff 12 total, 8 professionals

Clients 21 total captives 19 active captives, 2 In-
active captives, 21 directly managed Captive premt-
um volume, $350,000,000 Capital and surplus man
aged, $195,000,000 No minimum size client

Compensation annual fee

2000 gross revenue 100% from fees charged for
captive management

Officers Brian R S Soutar, managing director,
Leonard J Banks, chairman, Alexander Lindsay, di-

Direct semices captive feasibility studies captive rector

formation, government reporling, accounting, com-

* Formerly Lambert Fenchurch insurance Manage

putenzed accounting, claims processing, claims re- ment (Guernsey) Ltd

serves analysis, association captive management,
rent-a-captive management

Staff 18 total, 14 professionals

Clients 81 total captives 77 active captives, 4 In-
active captives, 81 directly managed, 1 currently in
formation Captive premium volume, $240,000,000
Capital and surplus managed, $340,000,000

Compensation annual fee, $10,000 m'nimum,
hourly professional, $90 to $265

Ofticers David A Whiteheld, director/chief execu-
tive, Tom Clark, director, linda Haddleton, assistant
director

Contact Linda Haddleton, 345-914-7500, Ighad
dleton@ky hsbc com

HSBC Insurance Management
(Guernsey) Ltd.
HSBC House, Lefebvre St, PO Box 156,
St Peter Port, Guemsey GY1 4EU,
Channel Islands,
44-1481-717-878, fax 44-1481-717-941

www Insurancebrokers hsbc co uk
Founded 1996
Parent HSBC Holdings PLC
Direct services captive feasibility studies, captive

active captive, 15 directly managed, 1 subcontracted, formation, government reporting, accounting, com-
2 currently in formation Captive premium volume, puterized accounting claims processing, claims re-

$153,000,000 No minimum size client
Compensation annual fee, $25,000 minimum

serves analysts, managing underwriting facilities,
loss forecasting, reinsurance brokered for captives,

Omcers David J McManus, president. Peter J reinsurance brokered to captives, rent-a-captive

Mullen, executive vp, Alan McKean, vp

management, underwnting and ratemaking for cap-

Subcontracts for some captive management ser- twes

vmes with Mutual Risk Management (Ca,man) Ltd

Green Mountain Captive
Management Co.

83 Washington St,PO Box 628,
Barre, Vt 05641,
802-479-1046, fax 802-479-2761
Direct services government reporting, account-
Ing, claims processing
Subcontracted services captive feasiitlity stud-
ms, captive formation, computerized aXOJ nting, on-
line access to claims data, claims reserves analysis,
loss control services, managing underwriting facill-
ties, actuanal studies, loss forecasting, remsurance
brokered for captives, reinsurance broke-ed to cap-
tives, underwrittng and ratemaking for captives, in-
vestment management, tax advice, legal advice
Stat! 3 total, 2 professionals
Officers Richard W Huskes Jr , .ames C Millt-
gan
Contact Richard W Huskes Jr

Guardrisk Insurance Co. Ltd.

P 0 Box 62018, Marshalltown,
Johannesburg, 2107, South Africa
27-11-645-2000,fax 27-11-645-2477
www guardnsk com

Founded 1992

Parent Alexander Forbes Ltd

Direct services government reporting, account-

Ing, computerized accounting, claims reserves anal-

Subcontracted services actuanal studies, invest-

IAS (Barbados) Ltd.

Mars House, 13 Pine Road, Belleville,
St Michael, Barbados,
246-436-8296, fax 246-426-0433
Founded 1987
Parent Mutual Risk Management Ltd
Direct services captive feasibili studies, captive
formation, government reporting, accounting, com-
puterized accounting, claims processing, claims re-
serves analysis, managing underwriting facilities,
loss forecasting, reinsurance brokered for captives,
reinsurance brokered to captives, Investment man-
agement, tax advice, association captive manage-
ment, rent-a-captive management, underwnting and
ratemaking for captives
Staff 3 total, 1 professional
Clients 7 total captives 4 active captives, 3 Inac-
tive captives, 7 subcontracted Captive premium vol-
ume, $160,000,000 No minimum size client
Compensation annual fee, $10,000 minimum,
commissions, hourly
2000 gross revenue 100% from fees charged for
captive management
Olficers David Ezekiel, presidenUmanaging direc-
tor, William Tomlin, Terence Power, vps
Contact David Ezekiel, dez@las bm
Subcontracts for some captive management ser
vices with International Insurance Management (Barba-

ment management, tax advice, legal advice, associa- dos) Ltd

tion captive management

Stafl 5 total, 4 professionals

Clients 7 total captives 5 active captives, 2 mac-
live captives, 7 directly managed, 1 currently m for
mation

Compensation annual fee, $45,000 nmimum,
hourly

Contact Gabnelle Allen, managing director

Hartford Management Ltd.

Crawford House, 50 Cedar Ave ,
Hamilton, Bermuda,
441-295-5243, fax 441-295-4460
www hartford bm
Founded 1975
Parent The Hartford Financial Services Group
Direct services captive formation, government
reporting, accounting, computerized accounting,
claims processing, claims reserves analysis, rent-a-
captive management, underwriting and ratemaking
for captives, investment management, association
captive management
Subcontracted services loss control services, ac-
tuanal studies, loss forecasting, tax advice, legal ad-
vice
StaH 9 total, 5 professionals
Clients 5 total captives 2 active captives, 3 mac-
tive captives, 5 directly managed No minimum size
client
Compensation annual fee, $30,000 minimum
Officers C Robert Burns Jr, president, Thomas

ysts, rent-a-captive management, actua-mi studies, S Johnston, vp, Kathleen Barker, controller
2000 gross revenue $200,000 100% from fees reinsurance brokered for captives, underwriting and

Subcontracted semces actuarial studies, tax ad- charged for captive management
Officers John H Prosser, general manager, tax advice, legal advice, managing underwriting facil

ratemaking for captives, investment management,

Itles

Subcontracted semces claims processing, actu-
anal studies, legal advice

Staff 63 total, 20 professionals

Clients 65 total captives 60 active captives, 5 in-
active captives, 65 directly managed Captive premi-
um volume, $182,800,000 Capital and surplus man-
aged, $122,200,000 No minimum size client

Officers R W Voysey, chairman. V E Von Wid-

Contact Loretta D Weir

Hawaii Captive Insurance
Management Inc.
1164 Bishop St, Suite 1411,
Honolulu, Hawaii 96813,

808-538-7766, fax 808-538-7780
Founded 1988

Parent USA Risk Group

ING Risk Management
(Bermuda) Ltd.

Continental Building, 25 Church St ,
P 0 Box HM 1978,
Hamilton HM HX Bermuda,
441-295-8270, fax 441-292-8611
www Ing-re com
Founded 1981
Parent International Nederlanden Group
Direct services captive feasibility studies, capt,ve
formation, government reporting, accounting, un-
derwriting and ratemaking for capttves
Subcontracted services actuanal studies, invest-
ment management, legal advice
Stall 4 total, 3 professionals
Clients 11 totalcaptives 10 active captives, 1 in-
active captive, 11 directly managed No minimum
size client
Compensation annual fee
Officers Nicholas E J Wheeler, president, Angus
G Hystop, vp/controller, Ronika Khana, account ex-

ecutive

Independent Management
Group Ltd.
Williams House, 20 Reid St,
P 0 Box HM 2070,
Hamitton HMHX, Bermuda,
441-295-1646, fax 441-292-8062
Founded 1983
Direct sennces captive feasibility studies, captive
formation, government reporting, accounting, com-
putenzed accounting, claims processing, online ac-
cess to claims data, reinsurance brokered for cap-
tives, reinsurance brokered to captives, underwnting
and ratemaking for captives, association captive
management, rent-a-captive management
Subcontracted semces claims reserves analysts,
loss control services, actuanal studies, loss forecast-

Direct semces captlve feambility studies, captive ing, investment management, tax advice, legal advice
dem, managing director, S M Schoeman, director- format,on, government reporting, accounting, com-

Continued on next page
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Staff 5 total 4 professionals

Clients 24 total captives 19 active captives 5 in
active captives, 24 directly maiaged 1 currently in
formation Captive premium volume $45 000,000
Capital and surplus managed $265 000 000 No

minimum size client

Compensation annual fee, commissions, hourly
professional $175

Officers Peter J N Stronc, president Cyril H
Whitter executive vp

Contact Peter J N Strong

international Advisory
Services Ltd.

Chevron House, 11 Church St,

P 0 Box 1760,

Hamilton HM HX Bermuda,
441-295-3688 fax 441 295-2584

Founded 1981

Parent Mutual Risk Management Ltd

Direct services captive feasibility studies, captive
formation government reportirg accounting com-
putenzed accounting claims reserves analysts loss
control services, managing underwriting facilities
re insurance brokered for captmes, reinsurance bro-
kered to captives, association captive management
rent a-captive management underwriting and
ratemaking for captives online access to claims
data, claims processing

Subcontracted services actuarial studies, loss
forecasting investment management, tax advice, le-
gal advice

Staff 57 total, 25 professionals

Clients 110 total captives 104 active captives, 6

in formation Captive premium volume
$1,510000000 Capital and surplus managed
$1 450 000,000 No mnmum size client

commissions, hourly
2000 gross revenue 98% from fees charged for
captive management, 2% from other services

Staff 10 total 5 professionals

lients 24 total captives 22 active captives 2 in-
active captives, 24 directly managed, 1 currentli in
formation Captive premium volume $275 000 COO
Cayital and surplus managed $291 000,000 No
minimum size client

Jompensation annual fee, $30,000 minimum

2000 gross revenue 10[% from fees chargec for
captive management

)fficers Mike Gibbs prBsident, lan Lomas, Mill
RoDke vps

iontact Mike Gibbs 345-946-2100 ext :00
mgbbs@kensington ky

N1 — &

Marsh Canada Ltd.

161 Bay St , Suite 1400
Toronto, Ontario M5J 254,
416-868-2615, fax 416-868-2526
www marsh com
Parent Marsh & McLennan Cos Inc
Direct services captive feasibility studies, cap ive

(A%

Officers David Ezekiel president/managing direc *

tor, Terence Power, David Piclering executive offl

—

JLT Risk Solutions

Management
(Bermuda) Ltd
P 0 Box HM 1838
Hamilton HM HX, Bermuda
441-292-4364, fax 441-295-3982
www jltgroup com
Founded 2000
Parent Jardine Lloyd Thompson Group PLC
Direct services captive feasi jility studies, captive
formation government reporting, accounting, com-
putenzed accounting, claims processing, online ac-
cess to claims data, claims reserves analysis, rein-
surance brokered for captives association captive
management rent-a-captive maiagement
Staff 11 total 8 professionals
Clients 25 total captives 22 active captives, 3 in-
active captives, 25 directly managed, 4 currently in
formation Captive premium volume $370 000,000
Capital and surplus managed, $544 000 000 No
minimum size client
Compensation annual fee, commissions, hourly
professional $170* clerical, $85*
Officers Paul Baille president Kilian Whelan,

Leslie Robinson, vps
*Estimated

—

Kemper Management Co. Ltd
7 Victoria St P 0 Box H\11234
Hamilton HM FX, Bermuda,
441-292-5105, fax 441-292-5302
Founded 1978
Parent Kemper Insurance Cos
Direct services captive feasibility studies captive
formation government reporting, accounting, com
puterized accounting, claims processing, actuarial
studies, reinsurance brokered br captives, reinsur
ance brokered to captives association captive man-
agement managing underwriting facilities
Subcontracted services clains reserves analysis,
loss control services, loss forecasting underwriting
and ratemaking for captives, investment manage
ment tax advice legal advice
Staff 4 total, 1 professional
Clients 3 total captives 3 active captives, 3 di-
rectly managed Capital and surplus managed,
$96 112 000 No minimum size silent
Compensation annual fee hourly professional,
$125 to $175 clerical, $80
2000 gross revenue 100% from fees charged for
captive management
Officers Donald W Mosier president Roy S
Lumley, vp Michael A Finelli Jr treasurer
Contact Roy S Lumley, rlumley@kempermsur-

ance com

Kensington Management
Group Ltd.

Genesis Building, Second Floor,
P 0 Box 10027APO

George Town Grand Cayman
Cayman Islands,BWI
345-946-2100 fax 345-946-2110

Founded 1999

Parent Mutual Risk Management Ltd

Direct services captive feasibility studies, captive
formation, government reportin J, accounting, com-
puterlzed accounting association captive manage
ment rent-a-captive management

If-1

formation government reporting accounting, com- formation government reporting, acc)unting com
puterlzed accounting claims processing online ac puterized accounting claims processing, online ac
cess to claims data claims reserves analysts, loss cess to claims data claims reserves analysis loss
control services, actuarial studies, loss forecasting control services, manag ng underwriting facilities
reinsurance brokered for captives, reinsurance bro- loss forecasting association captive management
kered to captives, underwriting and ratemaking for rent-a-captive management unde-writing and
captives, association captive management rent-a- ratemaking for captives
captive management
Staff 1 total 1 professional tuanal studies, loss foricasting, reirsurance bro-
Clients 4 total captives 3 active captives, 1 mac- kered for captives, reinsu-ance brokered to captives
tive captive 4 directly managed No minimum size investment management tax advice legal advice
client Staff 9 total 9 professionals
Compensation annual fee commissions, hourly Clients 35 total captins 29 active =aptives, 6 in

Subcontracted services loss control services, ac-

=a-- Busmess/nsurance. Apr,130.2001 /69

Marsh Management

Services Inc
P 0 Box 530
Burlington, Vt 05402-0530,
802-864-5599, fax 802-864-5764
www marsh com

Founded 1983

Parent Marsh & McLennan Cos Inc

Direct services captive feasibility studies, captivs
formation government reporting accounting com
puterized accounting claims processing online ac-

Contact Les Rowley vp, les g rowley@marsh active captives 35 directly managed, 1 currently In cess to claims data, claims reserves analysis, loss
com formation Captive premium volume, 5130 000,000 control services, managing underwriting facilities
Capital and surplus maiaged, $29100)000 No actuarialstudies underwriting and iatemaking for

minimum size client

Marsh Management
Services inc.

Compensation annual fee hourly
Officers Andrew D Cdrr managing director Ali

captives association captive management rent-a-
captive management loss forecasting
Subcontracted services claims processing rein-

son Mortlock vp/brancti manager Fay Okamoto, surance brokered for captives remsurance brokered

Amfac Building, Hawaii Tower,
745 Fort St , Suite 800

Honolulu, Hawaii 96813-3800,
808-585-3532, fax 808-585-3513

www marsh com

vp/head accountant

marsh com

Parent Marsh & McLennan Cos Inc The directory begins on page 63

Direct services captive feasibility studies, captive

/Eal4 -

el

3S

4TE

to captives Investment management tax advice le-

Contact Alison Moftlock alison mortiock@ gal advice, loss forecasting

StaM 44 total 39 professionals

Clients 130 total captives 130 active captives,
130 directly managed Captive premium volume,
$1,400,000 000 Capital and surplus managec

Y.FIE
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puterized accounting, claims processing, online ac
cess to claims data, claims reserves analysis, loss
control services, loss forecasting, reinsurance bro-
kered for captives, unde,writing and ratemaking for

captives, investment management

Direct services captive feasibility studies cggtt‘jﬂygeOSubcqngracted services onjine access to claims Mutual Risk Captive

formation, governmentreporting, accotinting, corn- ss control services, actuarial studies, loss

puterized accounting, claims processing, online ac- forecasting, reinsu ance brokered for captives, rein- Group Ltd.

io claims data, clajms reserves an. brokered to captives, tax advice, legal ad- 44 Church St PO Box HM 2064
Hamilton HM HX, Bermuda,

al afysﬁs,, loss suranct?
services, managing underwriting facilities, vice, rent-a-captive managemen

$13,500,000,000 No minimum size client
Compensation annual fee, hourly

sofficers Andrgw D Carr, managing director, Julie contro

actuartal studies, loss forecasting, underwriting and

Manages two captives in /g/nois. one captive m (fda- ratemaking forcathes, association capfive manage-

hoLna, one captive'in South

Marsh Management Services
(Barbados) Ltd.
White Park House, White Park Road,
Bndgetown, Barbados,
246-436-9929, fax 246-436-9932
www marsh com

Founded 1986
Parent Marsh & McLennan Cos Inc

puterized accounting, claims processing, online ac
cess to claims data, claims reserves analysis, loss
control services, managing underwnting facilities,
association captive management, rent-a-captive
management, underwriting and ratemakjng for cap-
tives

Subcontracted services claims processing, aclu-
anal studies, loss forecasting, reinsurance brokered
for captives, reinsurance brokered to captives, In-
vestment management, tax advice, legal advice

Staff 10 total, 3 professionals

Clients 27 total captives 21 active captives, 6 in-
active captives, 27 directly managed Captive premi-
um volume, $271,406,227 Capital and surplus man-
aged, $88,142,275 No minimum size client

Compensation annual fee, hourly professional,
$175, clerical, $85

Officers Andrew D Carr, managing director,

Nicholas Cnchlow, vp

arolina and 126 captives ment, rent-a-capt

ve management

Stalf 20 total, 11 professionals
Clients 27 total captives 23 active captives, 4 in
active captives, 27 directly managed Captwe premi

Subcontracted ser'lnces claims processing, loss um volume, $65,890,466 Capital and surplus man-
forecasting, reinsurance brokered for captives, rein- aged, $162,089,245 No minimum size client

surance brokered to

" ggujjges, Investment management, tax advice, Ies-srgourly professional, $120 to $150, clerical, $60 to

Staff 32 total, 20 professionals

Clients 51 total captives 51 active caRtivesl 51 charC%Eéd for captive management, 35% from other underwriting and ratemaking for captives Invest hotﬁly

Captive se,vi

directly managed, 3 currently In formatiol
premium volume, $308,130,000 No min,mum size
client

Compensation annual fee, hourly

Compensation annual fee, $30,000 minimum,

441-295-5688, fax 441-295-3038
www mrm bm

Founded 1977

Parent Mutual Risk Management Ltd

2000 gross revenue $1,950,000 6."/. -rom fees loss forecasting, reinsurance brokered for captives,

ment management, association captive manage-

Officers Vic Pannuzzo, office head, Stuart Her- ment, managing underwriting facilities

bert, head-account ng, Ethel Hay, head-Insi rance
Contact Vic Painuzzo, vic pannuzz)@marshmc

Officers lan Clancy, senior vp/branch manager, com

Direct services captive feasibility studies, captive Tim Hennessy, senior vp/deputy branch manager,
formation, government reporting, accounting, com John Magee, vp/insurance and business develop-

ment manager

Marsh Management Services
(Guernsey) Ltd.

Albert House, South Esplanade,
P 0 Box 34

St Peter Port, Guernsey GY1 4AU,
Channel Islands,
44-1481-715-300, fax 44-1481-713-617
www marsh com
Founded 1972
Parent Marsh & McLennan Cos Inc
Direct services captive feasibility studies, captive
formation, government reporting, accounting, com-
puterized accounting, claims processing, association
captive management, rent-a-captive management,
loss forecasting
Subcontracted services actuanal studies, rein-

Marsh Management Services surance brokered for captives, loss forecasting

(Bermuda) Ltd.
Victoria Hall, 11 Victoria St ,
Hamilton HM 11, Bermuda,
441-292-4402, fax 441-297-9780
Founded 1968
Parent Marsh & Mclennan Cos Inc

Direct services captive feasibility studies, captive

formation, governmentI rerggrgpo%eggggggrgm% com- Granville De

putenzed atcounting, clai e ac-
cess to claims data, claims reserves analysis, loss
control services, actuartal studies, loss forecasting,
reinsurance brokered for captives, remsurance bro-

StaH 29 total, 9 professionals

Clients 63 total captives 59 active captives, 4 m-
active captives, 63 directly managed Captive premt-
um volume, $271,000,000 Capital and surplus man-
aged, $2,661,000,000 No minimum size client

Compensation annual fee, hourly

2000 gross revenue 100% from fees charged for
captive management

Officers John Copeland, general manager,

6ruz, Mense Wheatley, directors

Contact John Copeland, john copeland@marsh

corn

kered to captives, association captive management, Marsh Management Services

rent-a-captive management

Staff 147 total

Clients 297 total captives 2 currently in forma-
ten Captive premium volume, $3,007,500,000
Capital and surplus managed, $5,539,800,000 No
minimum size client

Compensation annual fee, commissions, hourly

Officers Andrew D Carr, president, Rory Gor-
man, managing director, Jill Husbands, senior vp

Contact Andrew D Carr, 441-299-8803, an-

drew d carr@marsh com

(Isle of Man) Ltd.

Atlantic House, 4-8 Circular Road,
P 0 Box 305,
Douglas, IM99 288, Isle of Man,
44-162466-1063, fax 44-162-467-6447
Founded 1982
Parent Marsh & McLennan Cos Inc
Direct services captive feasibility studies, captive
formation, government reporting, accounting, com-
putenzed accounting, claims processing, online ac-
ss to claims data, claims reserves analysis, loss

. . ce: H
Marsh Management Services forecasting, remsurance brokered for captives, rein-

(Cayman) Ltd.
Barklays House, Shedden Road,
Third Floor, P 0 Box 1051 GT,
Grand Cayman, Cayman islands,BWI,
345-949-7988, fax 345-949-7849
www mmc com
Founded 1978
Parent Marsh & Mclennan Cos Inc

surance brokered to captives, underwriting and

ratemaking for captives
Subcontracted services actuanal studies

Staff 20 total, 6 professionals

Meadowbrook Risk
Management Ltd.

IC B Building, Roebuck St ,PO Box 724,
Bndgetown, Barbados,
246-426-4684, fax 246-426-4878
www meadowbrook com
Founded 1992
Parent Meadowbrook Insurance Grcup inic
Direct services captive feasibility studies, captive
formation, government reporting, accounting, com-
putertzed accountlig, claims processing, claims re-
serves analysis, loss control services, rent-a-captive
management, actuanal studies, loss forecasting,
reinsurance brokered for captives, reinsurance bro-
kered to capt,ves, underwriting and raterraking for
captives, association captive managemen-, manag-
ing underwriting facilities
Staff 3 total, 2 professionals

Staff 17 total, 10 professionals

Subcontracted services government reporting,
accounting, claims processing

Staff 6 total, 4 professionals

Clients 3 total captives 2 active captives, 1 inac-
tive captive, 2 directly managed, 1 subcontracted

Direct services captive feasibility studies, captive Captive premium volume 84 000,000 Capital and
formation, government reporting, accounting, com- surplus managed, $22,000
puterized accounting, rent-a-captive management, client, $1,000,000

,000 Minimum size
ompensation annual fee, $25,000 minimum,
2000 gross revenue 42% from fees charged for

captive management, 58% from other services
Officers A Pellen, CEO, G Edwards, director-risk

Clients 47 total captives 36 active captives, 11 transfer, Ng Hwee Hong, divisional director-risk

inactive captives, 47 directly managed, 1 currently in
formation Captive premium volume, $226,000,000
Capital and surplus managed, $359,000,300 No
minimum size client

Compensation annual fee, hourly professional,
$140 to $255, clerical, $75 to $100

2000 gross revenue $4,200,000 100% from
fees charged for captive management

Officers Robert A Muldeng, president, Colin M
Alexander, senior vp, P Christopher Regan, vp

Mutual Risk Management
(Barbados) Ltd.

The Business Centre, Upton Road,
St Michael, Barbados,
246-436-5887, fax 246427-5328
www accessmrm com
Founded 1986
Parent Mutual Risk Management Ltd
Direct services captive formation, government

Clients 8 total captives 6 active cagtives, 2 mac- reporting, accounting, computerized accounting,
tive captlves, 8 directly managed Captive premium rent-a-captive management

volume, $17,000,000 Capital and surplus 7ianaged,
$5,400,000 No minimum size client
Compensation annual fee, $15,000 minimum

Staff 1 total, 1 professional
Clients 6 total captives 6 active captives, 6 di-
rectly managed Captive premium volume,

2000 gross revenue $165,000 100% from fees $47,296,000

charged for captive management

Capital and surplus managed, $98,599 000 No

Officers Merton J Segal, president, Robert S minimum size client

Cubbin, Cheryl Reno, vps

Meadowbrook Risk

Management Ltd.
P 0 Box HM 2340,
Hamilton HM JX, Bermuda,
441-292-7569, fax 441-292-3259
www meadowbrook com
Founded 1979
Parent Meadowbrook Insurance Group Inc
Direct services captive feasibili studies, captive
formation, government reporting, accounting, com-
puterized accounting, claims processirg, claims re-
serves analysis, loss control services, rent-a-captive
management, actuartal studies, loss forecasting,
reinsurance brokered for captives, reinsurance bro-
kered to captives, underwnting and ratemaking for
captives, Investment management, association cap-
tive management
StaH 4 total, 2 professionals

Clients 14 total captives 10 active captives, 4 In- ance brokered for captives. underwri

Compensation annual fee,

2000 gross revenue 100% from fees charged for
captive management

Officers Robert Muldeng, president, Peter MacK-
ay, director, Caroline Courtls, vp

Contact Caroline Courtls, ccourtis@sun
beach net

Mutual Risk Management
(Cayman) Ltd.

Genesis Building, Second Floor,
P 0 Box 1363 GT,
Grand Cayman, Cayman Islands, BWI,
345-949-7966, fax 345-949-8068
Founded 1982
Parent Mutual Risk Management Ltd
Direct services captive feambility studies, captive

formation, government reporting, accounting, com-
puterlzed accounting, loss control services.t.reinsur

ing and

active cgpé!v&gg,%g%gtw managed Gaptive premi- ratemaking for captives, association captive manage-

um volu IO MInimun- si
Compensation annual fee, $15,000 minimum,

Clients 38 total captives 38 active captives Cap- hourly

10'%:mia Tg'u826 (6000 NominEum &

Compensation annual fee, hourly
Officers Graham King, senior vp/branch manag-

Direct services capbve feasibmty studies, captive er, Steve Wmrow, senior vp, Philip McDonald, assis-
formation, government reporting, accounting, com- tam vp

puterized accounting, claims reserves analysis, acm-
anal studies, reinsurance brokered for captives, rein-

surance brokered to captives, association captive Marsh Management Services

management, rent-a-captive management
Staft 34 total, 15 professionals
Clients 134 total captives 126 active captives, 8
Inactive caplives, 134 directly managed, 3 currently
In formation Captive premium volume,
$700,000,000 Capital and surplus managed,
$500,000,000 No minimum size client
Compensation annual fee, commissions, hourly
Officers Seamus Tivnan, branch manager

Marsh Management Services
(Colorado) Inc.
122517th St Suite 2100,
Denver, Colo 80202,
303-308-4624, fax 303-308-4900
www marsh com

Founded 1991
Parent Marsh & McLennan Cos Inc

(Luxembourg) S.A.
65 Ave de la Gare,
L-1611, Luxembourg,
352-49-6951,fax 352-49-6936
Founded 1987
Parent Marsh & McLennan Cos Inc

2000 gross revenue 100% from fees charged for
captive management

Officers Merton J Segal, pres,delt, Brian
Stephenson, managing directorivp, Jim Ke ly, vp

MIMS International

(Barbados) Ltd.
Chelston Park, Building 2, Collymore Rock,
St Michael, Barbados,
246-426-6467, fax 246-429-8517
www mimsbarbados com
Founded 1986
Direct services captive formation. government

reporting, accounting, computerized accounting,
claims processing, claims reserves ana ysis, remsur-

Direct services captive feasibility studies, captive ance brokered for captives, underwriting and
formation, government reporting, accounting, com- ratemaking for captives

putenzed accounting, claims processing, claims re-
serves analysis, reinsurance brokered for captives,
remsurance brokered to captives

Staff 5 total, 3 professionals
Clients 21 total captives 21 active caotives, 21
directly managed, 1 currently in formation Captive

Subcontracted services online access to claims premium volume, $559,000,000 Capital and surplus
data, loss control services, managing underwriting managed, $387,0C0,000 No minimum size client

facilities, actuarial studies, loss forecasting, invest-
ment management, tax advice, legal advice, associa-
tion captive management, rent-a-captive manage-
ment, underwriting and ratemaking for captives

Stall 20 total, 18 professionals

Clients 45 total captives 43 active captives, 2 In-

Direct services captivefeasibility studies, captive active captives Captive premium volume,
formation, government reporting, accounting, com $271,899,555 Capital and surplus managed,
puterized accounting, claims processing, claims re- $154,540,931 No minimum size client

serves analysis, loss control services, actuanal stud-
les, loss forecasting

Stall 1 total, 1 professional

Clients 3 total captives 1 active captive, 2 mac-

Compensation annual fee

2000 gross revenue 97 2% from fees charged
for captive management, 2 8% from other services

Officers Claude Weber, senior vp, Stephane

tive captives, 3 directly managed Capital and surplus Menant, Danilo Glullani, vps

managed, $12,100,000 No minimum size chent

Compensation annual fee, hourly

2000 gross revenue 100% from fees charged for
captive management

Officers Andrew D Carr, managing director, Paul
A Froment, vp

Contact Paul A Froment, 404-995-2946

Marsh Management Services
(Dublin) Ltd.
25/28 Adelaide Road, Fifth Floor,
Dublin 2, Ireland,
353-1-605-3000, fax 353-1-605-3010
www marsh com

Founded 1989
Parent Marsh & McLennan Cos Inc

Contact Martin R Hole, president

Monkton Insurance
Services Ltd.

Grand Pavilion Commercial Cent-e,
P 0 Box 11393 APO,
Grand Cayman, Cayman Islands, BWI,
345-945-9181, fax 345-945-6985
www monkton com

Founded 1997

Direct semces captive feasibility studies, captive
formation, government reporting, accounting, com-
puterized accounting, rent-a-captive maragement,

Marsh Management Services loss forecasting, reinsurance brokered for captives,

(Singapore) Pte. Ltd.

51 Bras Brasah Road,
08-03 Plaza By The Park,
189554, Singapore,
65-336-8383, fax 65-336-2409
www mmec com
Founded 1984
Parent Marsh & McLennan Cos Inc
Direct semices captive feasibility studies, captive
formation, government reporting, accounting, com-
puterized accounting claims processing, claims re-
selves analyws, managing underwriting facilities, In-
vestment management, association captive manage-
ment, underwriting and ratemakling for cal)lives

association captive management

Staff 2 total, 1 xofessional

Clients 6 total captives 6 active captives, 6 di-
rectly managed, 2 currently m formetion Captive
premium volume, $17,800,000 Capital and surplus
managed, $7,300,000 No minimum s|ze client

Compensation annual fee

Contact David Self, president, monkton@can-
dw ky

A Spotlight report on captives begins on
page 10 A chart identifying the top five cap-
tive managers appears on the same page

ment, rent-a-captive management

Subcontracted smices claims processing, actu
anal studies, Investment management, tax advice, le
gal advice

Staff 10 total, 6 professionals

Clients 58 total captives 45 active captives, 13 10

inactive captives, 58 directly managed, 6 currently m
formation Captive premium volume, $155,500,000
Compensation annual fee
Officers Peter MacKay, chairman/CEQ, John Pit-
calm, presidenUCOO, Robert Muldeng, director

management services
Subcontracts for some captive management ser
vices with Willis Management (Guernsey) Ltd

Optimum Risk Research
(Channel Islands) Ltd.
Contlnental House, 28 Cornet St ,

P 0 Box 627,
St Peter Port, Guernsey GY1 4PP,
Channel Islands,
44-1481-724-212, fax 44-1481-720-400
www optimumnskresearch com
Founded 1989
Direct semces captive feasibility studies, captive
formation, government reporting, accounting, com-
puterized accounting, claims processing, online ac
cess to claims data, claims reserves analysts, loss
control services, loss forecasting, remsurance bro-
kered for captives
Subcontracted services actuarial studies, legal
advice
Staff 4 total, 4 professionals
Clients 1 total captive 1 active captive, 1 directly
managed
Compensation annual fee, commissions, hourly
Officers Jean Francois Gelot, Francoise Gelot,
managing directors, Rosemary Le Messurier, man-
ager
Contact optimumgsy@aol com

—

Powerscourt

Management Ltd.

Windsor Place, 18 Queen St,
Hamilton HM 11, Bermuda,
441-295-8495, fax 441-292-1196
Founded 1983
Direct services captive feasibility studies, captive
formation, government reporting, accounting, com
putenzed accounting, claims processing, reinsur-
ance brokered for captives, reinsurance brokered to
captives, underwnting and ratemaking for captives,
association captive management, rent-a-captive
management
Staff 13 total, 9 professionals
Clients 35 total captives 30 active captives, 5 m-
act,ve captives, 35 directly managed No minimum
size client
Compensation annual fee, commissions, hourly
2000 gross revenue 85% from fees charged for
captive management, 5% from commissions
ghaﬁ%ed for brokering Insurance and/or reinsurance,
% from other services
Officers Andrew McComb, presidenUCEO,
Steven R Western, senior vp/COO, Margaret Turner,
vp-insurance services
Contact Andrew McComb, 441-295-2749,
un bm, Steven R Western, 441-

F,it(gaqntact Peter Mangy, pmackay@mrm ky, John 293'3?3@&@ Sevew powerscourt bm

rn, ipitcalm@mri

Mutual Risk Management
(Vermont) Ltd.

Gateway Square, 40 Main St,
Fifth Floor, Suite 500,
Burlington, Vt 05401,
802-860-1717, fax 802-864-2533
www accessmrm com
Founded 1994
Parent Mutual Risk Management Ltd
Direct services captive feasibility studies, captive
formation, government reporting accounting, com-
putenzed accounting, loss control services reinsur-
ance brokered for captives, under'writing and
ratemaking for captives, rent-a-captive management,
association captive management
Subcontracted services claims processing, actu-
anal studies, Investment management, tax advice, le-
gal advice
Clients 3 total captives 3 active captives, 3 sub-
contracted Captive premium volume, $24,000,000
Compensation annual fee,
Officers Peter MacKay, vp, Robert Muldeng, di-
rector
Contact Peter MacKay, pmackay@mrm ky
Subcontracts for some captive management ser
vices w:th SB&T Captive Management Co

«< >

Richard Oliver International
Pte. Ltd.

78 Shenton Way, Suite 23-01,
079120, Singapore,
65-221-8561, fax 65-221-8569
www nchamollver com
Founded 1989
Parent Willis Group Holdings Ltd
Direct services captive feasibility studes, captive
formation, government reporting, accounting. com-

Professional Risk

Consultants (Pty.) Ltd.
Craig Hall, P 0 Box 413233,
Johannesburg, 2024, South Africa,
27-11-325-6000, fax 27-11-325-6061
Parent Marsh & McLennan Cos Inc
Direct services captive feasibility studies, captive
formation, accounting, computerized accounting,
online access to claims data, claims reserves analy-
sis, rent-a-captive management, actuanal studies,
loss forecasting, reinsurance brokered for captives,
reinsurance brokered to captives, underwriting and
ratemaking for captives, tax advice, legal advice, as-
socation captive management, managing underwrit-
Ing facilities
Staff 23 total, 9 professionals
Officers Nicolette Erasmus, Johan Wethmar, El-
speth Flatau

< —

Quail Street Management Ltd.
34 Church St ,PO Box HM 2635,
Hamilton HM KX, Bermuda,
441-292-2582, fax 441-292-1880
www quallstreet com
Founded 1986
Parent Western Growers Assn
Direct services captive feasibili studies, captive
formation, government reporting, accounting, com-
puterized accounting, claims processing, claims re-
serves analysis, loss control se,vices, rent-a-captive
management, reinsurance brokered for captives,
remsurance brokered to captives, investment man
agement, association captive management
Staff 4 total, 2 professionals
Clients 2 total captives 2 active captives Captive
premium volume, $18,000,000 Capital and surplus
managed, $7,500,000 No minimum size client

Continued on next page



Compensation: annual fee, $7,500 minimum;
commissions.

2000 gross revenue: 35% from fees charged for
captive management, 12% from commissions
charged for brokering insurarce and/or reinsurance,
53% from other services.

OHicers: Mark G. Moffat, president; Don Dressler,
vp; Michael Ashford, secretary.

Risk Services (Bermuda) Ltd.

Armoury Building, 37 Reid St., Second Floor:
Hamilton HM BX, Bermuda;
441-295-8441; fax: 441-292-1210

Founded: 1997.

Direct services: captive formation, government
reporting, accounting, computerized accounting,
reinsurance brokered for capives, legal advice, as-
sociation captive management, managing under-
writing facilities.

Subcontracted services: captive feasibility stud-
ies, actuarial studies, investment management, ta>:
advice.

Staft: 3 total, 2 professionals.

Clients: 7 total captives: 7 active captives, 7 di-
rectly managed, 3 currently in formation. No mini-
mum size client.

Compensation: annual fee, commissions.

2000 gross revenue: 90% from fees charged for
captive management, 10% from commissions
charged for brokering insurance and/or reinsur-
ance

Officers: G. Wayne Harris, chairman; Michael T.
Rogers, president; Steven W. Pearce, executive vp.

Contact: Michael T. Rogers, 941-955-0793, ext.
153; Steven W. Pearce.

Risk Services (Hawaii) Ltd.

900 Fort Street Mall, Suite 500,
Honolulu, Hawaii 96813;
808-540-3314; fax: 808-540-3334

Founded: 1998.

Direct services: captive formation, government
reporting, accounting, computerized accounting,
reinsurance brokered for captives, reinsurance bro-
kered to captives, legal advice, association captive
management

Subcontracted services: captive feasibility stud-
ies, actuarial studies, investment management, tax
advice

Staff. 3 total, 2 professionals.

Clients: 2 total captives: 2 active captives, 2 di-
rectly managed. Captive premium volume,
$10,900,000*. No minimum s ze client.

Compensation: annual fee, commissions.

2000 gross revenue: 90% from fees charged for
captive management, 10% from commissions
charged for brokering insurance and/or reinsurance.

Officers: G. Wayne Harris, :hairman; Michael T.
Rogers, president; Jon Harkavy, vp

Contact: Michael T. Rogers, 941-955-0793, ext.
153; Joseph Hu, 808-540-3314.

'Captive premium volume provided by Hawaii Insur-

Risk Services-Nevada Inc.

1210 S. Valley View Blvd., Suite 114,
Las Vegas, Nev. 89102;
702-678-6868; fax: 702-678-6677

Founded: 1998.

Direct services: captive formation; government
reporting, accounting, computerized accounting,
reinsurance brokered for captives, reinsurance bro-
kered to captives, legal advice.

Subcontracted services: captive feasibility stud-
ies, actuarial studies, investment management, tax
advice

Staff: 15 total, 6 professionals.

Clients: 1 total captive: 1 active captive 1 directly
managed.

Compensation: annual fee, commissions.

2000 gross revenue: 90% from fees charged for
captive management, 10% frommn commissions
charged for brokering insurance and/or reinsur-
ance.

Officers: G. Wayne Harris, chairman; Michael T.
Rogers, president; Jon Harkavy, vp/secretary.

Contact: G. Wayne Harris; 941-955-0793, ext.
303.

RiskCap Inc.

1655 Lafayette St., Suite 200,
Denver, Colo. 80218;
303-388-5688; fax: 303-388-5585

www.riskcap.com

Founded: 1976.

Direct services: captive feasibility studies, captive
formation, government reporting, accounting, com-
puterized accounting, claims processing, online ac-
cess to claims data, claims reserves analysis, rent-a-
captive management, loss forecasting, reinsurance
brokered for captives, reinsurance brokered to cap-
tives, underwriting and ratemaking for captives, as-
sociation captive management, managing underwrit-
ing facilities.

Staff: 30 total

Clients: 8 total captives: 8 active captives, 3 cur-
rently in formation.

Compensation: annual fee; hourly: professional,
$180; clerical, $40.

2000 gross revenue: 60% from fees charged for
captive management, 40% from other services.

Officers. Michael Murphy, p-esident/senior con-
sultant; Richard Poling, senior i'p/senior consultant;
Bill Rush, vp/consultant.

Contact: Michael Murphy.

Terms used in the direatory of captive
managers are defined on page 64.

o

SB&T Captive
Management Co.

40 Main St., Suite 500, P.O. Box 730,
Burlington, Vt 05402-0730;
802-863-5774; fax: 802-658-6191
www.Sbtinsurance.com

Founded: 1982.

Parent: Smith, Bell& Thompson Inc.

Direct services: captike formation, government
reporting, accounting, cimputerized accourting,
claims processing, claims reserves analysis,. loss
control services, reinsurance brokered for cap- ives,
underwriting and ratemaki,g forcaptives, tax acvice,
association captive management.

Staff: 8 total, 7 professionals.

Clients: 13 total captins: 13 active captives, 13
directly managed. Captive premium vol Jme,
$148,500,000. Capital and surplus maneged,
$259,824,000. No minimum size client.

Compensation: annual fee, $15,000 minimum;
hourly: professional, $115 to $150; clerical, $40 to
$65.

Officers: Roger D. Teese, presidenUCEO; Bradley
D. Matulonis, vp/CFO.

Sartor Resources Ltd.

St. Georges House, St. Georges Place,
St. Peter Port, Guernsey GY1 1 RS,
Channel Islands;

44-1481-714-792; fax: 44-1481-715-071
www.sartor-guernsey.com

Founded: 1990.

Direct services: captive feasibility studies, captive
formation, government reporting, accounting, com-
puterized accounting, claims processing, claims re-
serves analysis, managing underwriting facilities,
loss forecasting, reinsurance brokered for captives,
association captive management, rent-a-captive
management, underwriting and ratemaking for cap-
tives.

Staff: 5 total, 3 professionals.

Clients: 4 total captives: 3 active captives, 1 inac-
tive captive. No mihimum size client.

Compensation: annual fee, $15,000 minimum:
commissions; hourly: professional, $200; clerical,
$100.

Oflicers: Roger Taylor; George Freeman.

HOVWWVW DO YOU
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SINSER A.B.

Sveavagen 66,

Stockholm, 103 50, Sweden;
46-8-614-17-00; fax: 46-8-678-18-00
www.sinser.com

Founded: 1983.

Parent: SINSER Holding A.B.

Direct services: captve feasibilky studies, captive
formation, government reporting, accounting, com-
puterized accounting, ¢ aims processing, claims re-
serves analysis, actuarial studies, loss forecasting,
association captive management, underwriting and
ratemaking for captives.

Subcontracted services: online a:cess to claims
data, loss control services, managirg underwriting
facilities, reinsurance brokered tor captives, reinsur-
ance brokered to captives, investmert management,
tax advice, legal advice, rent-a-captive management.

Staft: 17 total, 14 professionals.

Clients: 18 total captives: 18 active captives, 18
directly managed, 3 currently in formation. Captive
premium volume. $150,000,000. Capital and surplus
managed, $300,000,000. No minimum size client.

Compensation: annual fee, professional, $160 to
$200; clerical, $100.

2000 gross revenue: $1,300,000.85% from fees
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charged for captive management, 15% from other
services.

Officers: Hans B. Flodman, managing director;
Thomas Matmbholt, marketing manager.

Contact: Hans 8. Flodman; 46-8-614-17-14; swe-

den@sinser.com.

includes SINSER (Denmark) and SINSER (Norway)

SINSER (Asia) Pte. Ltd.

Suntec City Tower, Vesta Forsikring A/S,
8 Temasek Blvd.,

038988, Singapore;

65-333-8511; fax: 65-333-8711
mvw.sinser.com

Founded: 1989.

Parent: SINSER Holding A.B.

Direct services: captive feasibility studies, captive
formation, government reporting, accounting, com-
puterized accounting, claims processing, online ac-
cess to claims data, loss forecasting, underwriting and
ratemaking for captives, investment management.

Clients: 1 total captive: 1 active captive, 1 directly

Continued on next page

CSC is best known as a

comprehensive information technology

outsourcing company - but we also develop

best-of-breed software for insurers and

self-insured organizations. For example, you

probably alirady know about the award-winning

claims and risk management information

system. RISKMASTER .

Working risk inanagement professionals have helped

refine RISKMASTER for overl 8 years.They asked for and

now have a new advanced, browser-based, thin-client edition.

RISKMASTER.NET reduces the cost of risk by processing,

managing and ainlyzing a wide variety of claims data such as:

Property and Casualty

General Liability

Workers' Compensation

Vehicle Accident

OSHA Complj = lic=e—

SYSTEMS

Insurance Policies

Actual-lai Reporting

First Reports of Injury

Integrated Disability Management

Incident Tracking

Learn more by registering for a free online demonstration of RISKMASTER.net by calling us at
800-587-1440 or log onto http://WWW.riskmaster.net. It's just one more example of CSC's

ability to listen to what you need. And respond with smart. fast, innovative solutions.

Go ahead, were listening.

INTEGRATION .

OUTSOURCING
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managed No minimum size client

Compensation annual fee

Contact Kentchiro Hamada, Shinjuku Nomura
Building, Nishi-shinjuku 1-26-2, Level 32, Shinjuku-ku,
Tokyo 163-0532, Japan, 81-3-5322-2960, fax 81-3-
5322-2929, k-hamada@est h,-ho ne jp

SINSER Management
Services (Bermuda) Ltd.*

Skandia International House, 16 Church
Street, P 0 Box HM 2062,
Hamilton HM HX Bermuda,
441-295-2185, fax 441-292-1143
www sinser com
Founded 1979
Parent SINSER Holding A B
Direct services captive formation, government
reporting, accounting, computenzed accounting,
claims processing, claims reserves analysis, loss
forecasting, reinsurance brokered for captives, rein-
surance brokered to captives, Investment manage-

SINSER Japan Ltd.

Shinjuku Nomura Building, Nish,-shinjuku 1 - tion captive management, captive formation

26-2; Level 32,
Shinjuku-ku, Tokyo 163-0532, Japan,
81-3-5322-2960, fax 81-3-5322-2929

Founded 2000
Parent SINSER Holding A B

Direct services captive feasibility studies, captive
formation

Staff 6 total, 3 professionals

Contact Kenichiro Hamada, president/representa-
tive director

SINSER Luxembourg*

P 0 Box 593,
L-2015, Luxembourg,
352-223-4221, fax 352-470-250
www sinser com

Founded 1984

Parent SINSER Holding A B

Direct sen,ices captive feasibility studies, captive

ment, association captive management, rent-a-cap- formation, government reporting, accounting, com-

tive management

puterlzed accounting, claims reserves analysis, man-

Subcontracted semices captive feasibility stud- aging underwriting facilities, loss forecasting, rein-

surance brokered for captives, reinsurance brokered Sogecore Ltd. Bermuda

les

Staff 16 total, 9 professionals

to captives, association captive management, rent-a-

Clients 80 total captives 80 active captives, 80 captive management, underwnting and ratemaking
directly managed, 1 currently mformation Captive forcaptives

premium volume, $400,000,000 No minimum size
client
Compensation annual fee, commissions, hourly
Olimers Nicholas S Dove, president, Adrian Lee-

Subcontracted services actuarial studies, invest-
ment management, tax advice, legal advice

Staff 24 total, 19 professionals

Clients 52 total captives" 51 active captives, 1

Emery, senior vp, Larry Turnbull, Nicholas M Frost, Inactive captive, 52 directly managed Captive premi-

vps

Contact Nicholas S Dove, nicholas dove@
sinser com, Larry Tumbull, larry tumbull@sinser
com, Nicholas M Frost, nicolas frost@sinser com

um volume, $287,478,000 No minimum size client
Compensation annual fee, hourly
2000 gross revenue $2,200,000 95% from fees
charged for captive management, 3% from commit>

'Former/y Skandm international R,sk Management stons charged for brokering insurance and/or rein-

Ltd

SINSER (Guernsey) Ltd.
Dixcart House, Sir William Place,
Third Floor, P 0 Box 625,
St Peter Port, Guernsey GY1 4PN,
Channel Islands,
44-1481-710-502, fax 44-1481-710-524

www sinser com

Founded 1992

Parent SINSER Holding A B

Direct services captive feasibility studies, captive
formation, government reporting, accounting, com-
puterized accounting, claims processing, claims re-
serves analysis, loss forecasting, association captive
management, rent-a-captive management, under-
writing and ratemaking for captives

Subcontracted services loss control services,
managing underwnting facilities, actuartal studies,
reinsurance brokered for captives, reinsurance bro-
kered to captives, Investment management, tax ad-
vice, legal advice

Staff 7 total, 5 professionals

Clients 20 total captives 18 active captives, 2 m-

actjve captives, 20 directly managed, 1 currently In
formation No minimum size chent

Compensation annual fee, hourly

2000 gross revenue 85% from fees charged for
captive management, 15% from other sen/Ices

Officers Callum Beaton, managing director, Steve
Denning, Hans Ringsnom, directors

Contact Callum Beaton, callum beaton@sin-
sergsy com

SINSER (Ireland) Ltd.

12/13 Exchange Place, Third Floor, IFSC,
Dublin 1, Ireland,
353-1-612-6500, fax 353-1-612-6599
www mnser com

Founded 1989

Parent SINSER Holdin%
Direct services cap

njaccounting, cliAosprocessng,' cEnf-

serves analysis, tax advice, legal advice, association
captive management

Staff 9 total, 9 professionals

Clients 16 total captives 15 active captives, | in-
active captive, 16 directly managed Captive premi
um volume, $50,000,000 Capital and surplus man-
aged, $90,000,000 No minimum size client

Compensation annual fee

ive feasibility studies,

surance, 2% from other services
Officers Charles Besnehard, Tony Nordblad,

managing directors, Clare Hargreaves, manager-cap-
tive administration

Contact Charles Besnehard, charles besne-
hard@sinser com, Tony Nordblad,

tony nordblad@sinser com

‘Includes both SINSER (Europe) SA and SINSER

rgLuxembour

echtenstein, Lu bourg and Switzel

SINSER Management
Services (Vermont) Inc.*
346 Shelburne Road, P 0 Box 64649,
Burlington, Vt 05406,

802-658-1474, fax 802-658-0692
Founded 1986

Parent SINSER Holding A B
Direct semices captive feasibility studies, captive

loss forecasting, re,nsurance brokered for capt,ves, Triesco Insurance

underwriting and ratemaking, for captivEs, associa- .
Services Inc.

P 0 Box 809,
Tustin, Calif 92781,
714-258-4410, fax 714-258-4414
Founded 1993
Direct services captive feasibility studies, captive

StaH 1 total, 1 professional
Clients 1 total captive 1 active captive
Officers Jean Thilly, Gilles Coremans

Sogecore Ireland Ltd.
Guild House, Guild St IFSC,
Dublin 1, Ireland,
353-1-670-1340, fax 353-1-670-1342

Founded 1989 Subcontracted semices claims processing, on-
Parent Sogecore Group line access to claims data, claims reserves analysts,
Direct services captive feasibility studies, captive loss control services, rent-a-captive management,
formation, government reporting, accounting, com- actuanal studies, loss forecasting, reinsurance bro-
putenzed accounting, claims reserves analysis, actu- kered for captives, underwriting and ratemaking for
anal studies, loss forecasting, reinsurance brokered captives, tax advice, legal advice, reinsuran-e bro-

puterized accounting, investment management, as-
sociation captive management, managing underwrit-
ing facilities

for captives, underwriting and ratemaking for cap- kered to captives

tives, association captive management
Staff 1 total, 1 professional
Clients 2 total captives 2 active captr,es

Staff 2 total, 1 professional

Clients 1 total captive 1 active captive, 1 directly
managed, 2 currently m formation Capital and sur-
plus managed, $250,000 No minimum size client

Compensation annual fee

2000 gross revenue 100% from fees charged for
captive management

Officers H Lincoln Miller Jr, president, Gary Os-
borne, vp, Andrew Sargeant, treasurer

Contact Gary Osborne, gosborne@vam

formation, government reporting, accounting, com- usansk com

Vermont Risk Services Inc.

P 0 Box 2100,
Montpelier, Vt 05601,
802-223-2200, fax 802-223-3911
Founded 1997
Direct services captive formation, government
reporting, accounting, computerized accounting,
reinsurance brokered for captives, reinsurance bro-

Clients 1 total captive 1 active captive, 1 directly kered to captives, legal advice, associahon captive

managed Captive premium volume,

Officers Jean Thilly, Giles Coremans, John Capital and surplus managed, $1,000,000

Prosser
Subcontracts for some captive manalement ser
vices with FBD Holdings PLC

Craig Appin House, 8 Wesley St ,
P O Box HM 1064,
Hamilton HM EX Bermuda,
44-1-296-2131, fax 44-1-292-6763
Founded 1997
Parent Sogecore Group
Direct services captive feasibility stu jies, captive
formation, government reporting, accointing, com-
puterized accounting, claims reserves aratysis, actu-
anal studies, loss forecasting, remsurance brokered
for captives, underwriting and ratemaking for cap-
tives, association captive management
Slaft 1 total, 1 professional
Clients 1 total captive 1 active captive
Officers Jean Thilly, Gilles Coremans, DNT
Forsythe
Subcontracts for some captive management ser-
vices with Libeny International Management

SARL "Manages cap#vesin Fmnce, Strategic Risk Solutions®

85 Pnm Road, P 0 Box 450,
Colchester, Vt 05446,
802-860-1958, fax 802-863-2198
Founded 1995
Parent Winterthur Swiss Insurance Co
Direct services captive feasibility studies, captive
formation, government reporting, accounting, com-
putenzed accounting, claims processing, claims re-
serves analysts, actuartal studies, loss forecasting,
underwriting and ratemaking for captives
Staff 9 total, 7 professionals
Clients 9 total captives" 8 active captives, 1 In-

formation, government reporting, accounting, com- active captive, 9 directly managed, 1 currently in for-
putenzed accounting, claims processing, rent-a-cap- mahon Captive premium volume, $29,000,000
tive management, association captive management, Capital and surplus managed, $193, 76,690 No

managing underwriting facilities
Subcontracted semces online access to claims
data, claims reserves analysts, loss control services,

minimum size client
Compensation annual fee
2000 gross revenue 90% from fees charged for

actuarial studies, loss forecasting, underwriting and captive management, 10% from other 53rvices

ratemaking for captives, investment management
Staff 6 total, 4 professionals
Clients 19 total captives 18 active captives, 1 In-
active captive, 19 directly managed Captive premt-

aged, $77,490,442 No minimum size client
Compensation annual fee
2000 gross revenue 100% from fees charged for

Officers J Brady Young, president, Brent Clark,
vp, Kathryn A Westover, director
Contact Kathryn A Westover

Compensation annual fee

$1,000,000 management

Subcontracted services captive feasibility stud-
les, actuanal studies, tax advice, Investment man-

2000 gross revenue $100,000 50% frcm fees agement

charged for captive management, 50% from other

Services

Officers Chnsh Guardiola, president, Rod Millar,
CFO

- »

USA Offshore
Management Ltd.

The Vallis Building, 58-Par-la-Ville Road,
P 0 Box HM 1838,
Hamilton HM HX, Bermuda,
441-292-4364, fax 441-295-3982
Founded 1997
Direct services captive formation
Subcontracted services accounting
Clients 4 total captives 4 active captives, 4 di-
rectly managed, 1 currently m formation Captive
premium volume, $8,820,181 Capital and surplus
managed, $21,193,398 No minimum size client
Compensation annual tee,
captive management
borne, vp, Andrew Sargeant, treasurer
Contact Gary Osborne, 800-872-7475, gos

borne@vim usarisk com

Stafl 5 total, 4 professionals

Compensation annual fee, commissions

2000 gross revenue 90% from fees charged for
captive management, 10% from commissions
charged for brokering insurance and/or reinsurance

Officers Daniel E George, pres,denUprincipal,
Charles Halstead-Johnson, treasurer/principal,
Pamela R Roy, secretary/principal

Contact Daniel E George, 802-223-2200, ext 12

O VvV d

Welbeck Management Ltd.
504 International Centre, Bermudiana Road,
P 0 Box HM 2446,
Hamilton HM JX Bermuda,
441-295-2240, fax 441-295-2269
Founded 1988
Direct sennces association captive management,

2000 ) gross revenue 100% from fees charged for captive formation, government reporting, account-

computerized acc?unting, claims processing, in-

Ing,
Oflicers H Lincoln Miller Jr, president, Gary Os- vestment managemen

Staft 1 total, 1 professional
Clients 6 total captives 6 inactive capt,ves, 6 di
ect% managed Capital and surplus managed,

r
Subcontracts for some captive management ser $59100,000

vices with JLT Risk Solutions

USA Offshore Management
(BVI) Inc.

Romasco Place, Whickams Cay 1,
P 0 Box 3140,
Road Town, Tortola, British Virgin Islands,
284-494-4850, fax 284-494-7467
www usansk com
Founded 2000
Direct services captive formation
Subcontracted services accounting
Clients 1 total captive 1 active captive, 1 directly
managed, 2 currently In formation Captive premium
volume, $346,470 Capital and surplus managed,

Subcont/acts for some captive management ser- $195,430 No minimum size chent
um volume, $108,028,150 Capital and surplus man- vices with Towner RIsk Management Ltd

*Formerly ARS Management "Operates eight cap-
tives m Vermont and one captive in Berm,tda

“Bfficers Gedrge A Chatiee, president, Patricia L Symphony Management Ltd.

Henderson, senior vp/secretary/treasurer
*Formerly Skandia international Risk Management
(Vermont) Inc

captive Sogecore

68 Route de Treves,
Senningerberg, L-2633, Luxembourg,
352-34-68661,fax 352-34-6840
WWwWW sogecore com
Founded 1987
Parent Sogecore Group
Direct sentices captive feasibility studies, captive

formation, government reporting, accounting, com-
puterized accounting, claims reserves analysis, actu-

2000 gross revenue 100% from fees charged for anal studies, loss forecasting, reinsurance brokered

captive management

for captives, underwnting and ratemaking for cap-

Officers Michael Walsh, general manager, Aldan tives, association captive management

Pyke, consultant, Barry White, marketing consultant
Contact Michael Walsh, michael walsh@

sliser com

SINSER (Isle of Man) Ltd.

Highbury House, 3 Parliament Square,
Castletown, IM9 1 LA, Isle of Man,
44-162-482-5399, fax 44-162-482-5309
Founded 1995
Parent SINSER Holding A B
Direct services captive feasibility studies, captive
formation, government reporting, accounting, corn-
putenzed accounting, claims processing, claims re-
serves analysis, loss forecasting, reinsurance bro-
kered for captives, reinsurance brokered to captives,

Staff 19 total, 19 professionals
Clients 56 total captives 56 active captives
Officers Jean Thilly, Gilles Coremans

Sogecore A.G.

Genferstrasse 23,
Zurich, 8027, Switzerland,
41-1-202-0112, fax 41-1-202-0112
Founded 1994
Parent Sogecore Group
Direct sennces captive feasibility studies, captive
formation, government reporting, accounting, corn-
puterized accounting, claims reserves analysis, aclu-
anal studies, loss forecasting, remsurance brokered

The Pearman Building, 3 Gorham Road,
Hamilton HM 08, Bermuda,
441-295-2447, fax 441-292-0511
Founded 1991
Direct services captive feasibility studies, cap-
tive formation, government reporting, accounting,
computerized accounting, rent-a-captive manage-
merit, reinsurance brokered for captives, associa-
hon captive management, managing .inderwnting
facilities
Staff 9 total, 7 professionals
Clients 24 total captives 22 activ: captives, 2
inactive captives, 24 directly managed Captive
premium volume, $114,000,000 Cafital and sur-
plus managed, $347,000,000 No minimum size
client
Compensation annual fee, commissions,
hourly professional, $150 to $250, clerical, $80 to
$100
Contact John G Neal, president

— -

Towner Risk Management Ltd.
St James House, Second St,
St James, Barbados,
246-432-4000, fax 246-432-4004
www towner bb
Founded 1991
Parent Towner Management Group Inc

investment management, underwnting and ratemak- for captives, underwnting and ratemaking forcap- Dlrect services captive feasibility studies, captive

ing for captlves

Subcontracted services actuanal studies, rein-
surance brokered for captives, reinsurance brokered
to captives, investment management

Staff 4 total, 2 professionals

Clients 5 total captives 5 active captives, 5 di-
rectly managed Captive premium volume,
$10,000,000 Capital and surplus managed,
$10,000,000 No minimum size client

Compensation annual fee, hourly professional,
$175, clerical, $75

2000 gross revenue 90% from fees charged for
captive management, 10% from other services

Ofilcers David A Brown, managing director, Karl
G Grleves, director

Contact David A Brown, Karl G Grieves

lives, association captive management
Staff 1 total, 1 professional
Clients 3 total captives 3 active captives
Officers Jean Thilly, Gilles Coremans, Rubo
Schilling

Sogecore France

91 rue du Faudourg St Honore,
Pans, 75008, France,
33-1-43-12-5089, fax 33-1-44-94-0855
Founded, 1997
Parent Sogecore Group
Direct services captive feasibility studies, gov-
ernment reporting, accounting, computerized ac-
counting, claims reserves analysis, actuanal studies,

formation, government reporting, accounting, com-
puterized accounting, association caftive manage-
ment, rent-a-captive managemem

Slan 12 total, 4 professionals

Clients 18 total captives 14 active captives, 4 in-
active captives, 18 directly managed Captive premi-
um volume, $256,000,000 Capital and surplus man-
aged,$93,000,000

Compensation annual fee, hourly professional,
$250, clencal, $80 to $100

Officers Chris Evans, president, Ricardo Knight,
Andre Procope, vps

Contact mailbox@towner bb, Christopher Town-
er, chairman, Chris Evans

Compensation annual fee

Compensation annual fee

2000 gross revenue $176,000 100% from fees
charged for captive management

Contact Jonathan C Richmond, president/man-
aging director

Willis Management
(Bermuda) Ltd.
F B Perry Building, 40 Church St,
P 0 Box HM 1995,
Hamilton HM HX, Bermuda,
441-295-1272, fax 441-295-4143

www willis com

Founded 1962
Parent Willis Group Holdings Ltd
Direct semces captive feasibility studies, captive

2000 gross revenue 100% from fees charged for formation, government reporting, accounting, com-

captive management

puterized accounting, claims processing, claims re-

Officers H Lincoln Miller Jr, president, Gary Os serves analysis, loss forecasting, relnsurance bro-

borne, vp Andrew Sargeant, treasurer

kered for captives, reinsurance brokered to captives,

Contact Gary Osborne, 800-872-7475, gos undenvnting and ratemaking for captives

borne@yvim usansk com

Subcontracts for some captive management ser
vices with Codan Trust Co (BVI) Ltd

Vermont Insurance
Management Inc.

P 0 Box 306,
Montpeller, Vt 05601,
800-872-7475, fax 802-229-6280
www usansk com
Founded 1980
Parent USA Risk Group
Direct services captive formation, accounting,
remsurance brokered for captives, reinsurance bro
kered to captives, association captive management
Staff 13 total, 5 professionals
Clients 32 total captives 28 active captives, 4 in-
active captives, 31 directly managed, 1 cu rently in
formation Captive premium volume, $317,138,249
Capital and surplus managed, $187,347 499 No

minimum size client

Compensation annual fee, commissions

2000 gross revenue 95% from fees charged for
captive management, 5% from commissions
charged for brokming insurance and/or reinsurance

Officers H Lincoln Miller Jr, chairman, Andrew
Sargeant, president

Manages one captive m Tennessee and 31 captives
In Vermont

Vermont Insurance

Management Inc. dba USA
Risk Group of South

Carolina

P 0 Box 1330,
Montpelier, Vt 05601,
800-872-7475,fax 802-229-6280
www usansk com
Founded 2000
Direct services captive formation
Subcontracted services accounting

Subcontracted services actuanal studies

Staff 6 total, 4 professionals

Clients 30 total captives 26 active captives, 4 m-
active captlves, 30 directly managed, 2 currently m
formation Captive premium volume, $156,000,000
Capital and surplus managed, $1,145,000,000 No

minimum size client
Compensation annual fee
Officers Guy Ragosta, president, J Oliver

Heylinger, managing director, Paul M Pereech, con
troller

Willis Management
(Cayman) Ltd.
The Grand Pavilion Commercial Centre,
West Bay Road, PO Box 30600 SMB,
Grand Cayman, Cayman Islands, BWI,
345-949-6039, fax 345-949-6621
www willis com
Founded 1993
Parent Willis Group Holdings Ltd
Direct services captive feasibility studies, captive
formation, government reporting, accounting, com-
putenzed accounting, claims reserves analysis, aclu-
anal studies, loss forecasting, reinsurance brokered
for captives, reinsurance brokered to captives, asso-

clation captive management, rent-a-captive manage-
ment

Staff 4 total, 4 professionals

Clients 30 total captives 30 active captives, 30
directly managed, 4 currently in formation Captive
premium volume, $989,000,000 Capital and surplus
managed, $310,000,000 No minimum size client

Compensation annual fee, $25,000 minimum

2000 gross revenue 100% from fees charged for
captive management

Officers Guy Ragosta, president, Stephen Gray,
VP

Contact Stephen Gray, gray_st@willis com

Willis Management
(Dublin) Ltd.
80 Harcourt St ,
Dublin 2, Ireland,
353-1407-0500, fax 353-1407-0501
Founded 1989

Continued on next page
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Parent: Willis Group Holdings Ltd.

Direct services: captive feasibility studies, gov-
ernment reporting, accounting, computerized ac-
counting, claims processing, claims reserves analy-
sis, loss forecasting.

Subcontracted services: captive formation, loss
control services, actuarial studies, reinsurance bro-
kered for captives, reinsurance brokered to captives,
investment management, tax advice, legal advice.

Stall: 10 total, 8 professionals.

Clients: 15 total captives: 15 active captives, 3
currently in formation. No minimum size client.

Compensation: annual fee.

OHicers: Tim Byrne, managing director; Zita Culli-
ton, director; Martin Scullion, underwriting manager.

Willis Management
(Guernsey) Ltd.

The Albany, South Esplanade,

P.O. Box 384,

St. Peter Port, Guernsey GY1 4NF,
Channel Islands;

44-1481-720-049; fax: 44-1481-710-455
www.willis.com

Founded: 1980.

Parent: Willis Group Holdings Ltd.

Direct services: captive feasibility studies, captive
formation, government reporting, accounting, com-
puterized accounting, claims processing, online ac-
cess to claims data, claims reserves analysis, man-
aging underwriting facilities, loss forecasting, under-
writing and ratemaking for captives, association cap-
tive management, rent-a-captive management.

Subcontracted services: loss control services, ac-
tuarial studies.

Staff: 31 total, 24 professionals.

Clients: 45 total captives: 45 active captives, 45
directly managed. Captive premium volume,
$500,000,000. Capital and surplus managed,
$400,000,000. No minimum size client.

Compensation: annual fee, hourly.

2000 gross revenue: 95% from fees charged for
captive management, 5% from other services.

Contact: Malcolm Cutts-Watson, managing direc-
tor; cuttswm@willis.com.

Willis Management
(Isle of Man) Ltd.

Tower House, Loch Promenade,
Douglas, IM1 2LZ, Isle of Man;
44-162-469-6100; fax: 44-162-466-1586
www.willis.com

Founded: 1982.

Parent Willis Group Holdings Ltd.

Direct services: captive feasibility studies, captive
formation, government reporting, accounting, com-
puterized accounting, claims processing, online ac-
cess to claims data, claims reserves analysis, loss
control services, loss forecasting, reinsurance bro-
kered for captives, reinsurance brokered to captives,
underwriting and ratemaking for captives, associa-
tion captive management, rent-a-captive manage-
ment

Subcontracted services actuarial studies, invest-
ment management, tax advice, legal advice.

Staff: 27 total, 21 professionals.

Clients: 40 total captives: 36 active captives, 4 in-
active captives, 40 directly managed. Captive premi-
um volume, $203,000,000. Capital and surplus man-
aged, $400,000,000. No minimum size client.

Compensation: annual fee, hourly.

OHicers: Angus Alexander, managing director;
Peter Foulger, Paul Kiernan, directors.

Contact Angus Alexander, alexandera@
willis.com; Peter Foulger, toulgerp@uwillis.com.

Willis Management
(Jersey) Ltd.
Wests Centre, P.O. Box 76,
St. Heller, Jersey JE4 8PQ,
Channel Islands;
44-1481-720-049; fax: 44-1481-710-455

Founded: 1999.

Parent: Willis Group Holdings Ltd.

Direct services: captive feasibility studies, captive
formation, government reporting, accounting, com-
puterized accounting, claims processing, online ac-
cess to claims data, claims reserves analysis, man-
aging underwriting facilities, loss forecasting, un-
derwriting and ratemaking for captives, association
captive management, rent-a-captive management.

Subcontracted services: loss control services, ac-
tuarial studies.

Compensation: annual fee, hourly.

Contact: Malcolm Cutts-Watson, managing direc-
tor; The Albany, South Esplanade, P.O. Box 384, St.
Peter Pon, Guernsey, Channel Islands;
cuttswm@uwillis.com.
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REPRINT SERVICES

8/'s Reprint Department can provide
reprints, in quantities of 1 OO or more, of
any article that has appeared in the maga-
zine. Legal permission complying with
U.S. copyright laws also can be provided
to companies that seek to reprint, on their
own, materials that have appeared in the

magazine For information, please call or
fax:

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

Willis Management
(Vermont) Ltd.
112 Lake St.,
Burlington, Vt. 05401;
802-658-9466; fax: 802-658-5520

www.willis.com

Founded: 1992.

Parent: Willis Group Holdilgs Ltd.

Direct services: captive feasibility studies, captive
formation, government reporting, accounting, com-
puterized accounting, claims reserves analysis, loss
control services, managing uicerwriting facilities, ac-
tuarial studies, loss forecastir.g reinsurance brokered
for captives, reinsurance broke ed to captives, under-
writing and ratemaking for cap:ives, association cap-
tive management, rent-a-captve management.

Subcontracted services: claims processing, on-
line access to claims data, investment management,
tax advice, legal advice.

Stall: 8 total, 6 professionals.

Clients: 29 total captives*: 28 active captives, 1
inactive captive, 29 directly managed, 3 currently in
formation. Captive premium volume, $381,000,000.
No minimum size client.

Compensation: annual fee, hourly:

2000 gross revenue: 100% from fees charged for
captive management.

Officers: Guy F. Ragosta, managing director;
James R. Girardin, vp.

Contact: Guy F. Ragosta, ragosta_gu@uwillis.com;
James R. Girardin, girardir_jr@willis.com.

*Manages three captives ir Hawaii, one captive in
Minnesota, one captive in New York, four captives in
Tennessee, and 20 captives in Vermont

e — o

Yankee Captive
Management Inc.

140 Kennedy Drive, P.O. Box 2127,
South Burlington, Vt 05407-2127;
802-651-3304; fax: 802-658-9419
www.hvm.com
Founded: 1983
Parent: Yankee Insurance Group.
Direct services: captive feasibility studies, captive
formation, government reporting, accounting, com-
puterized accounting, online access to claims data,

loss control services, rent-a-captive management,
managing underwriting facilities, reinsurance bro-
kered for captives, underv,riting and ratemaking for
captives, association captive managemEnt

Subcontracted services: claims processing,
claims reserves analysis, actuarial studies, loss fore-
=asting, reinsurance brokered to captives, invest-
ment management, tax advice, legal adice.

Staff: 4 total, 4 professionals.

Clients: 10 total captives: 10 active captives, 10
directly managed. Captive premil.m volume,
$81,100,000.

Officers: Luther F. HackeR, president/CEO,
Michael K. Smith, executive vp/COO.

—

Zurich International

(Bermuda) Ltd.

The Zurich Centre, 90 Pitt's Bay Road,
P.O. Box HM 2268,

Hamilton HM JX, Bermuda;
441-294-2400; fax: 441-294-2401

www.zurichbermudacom
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Founded: 1977.

Parent: Zurich Financial Services Group.

Direct services: captive feasibility studies, captive
formation, government reporting, accounting, com-
puterized accounting, claims processing, online ec-
cess to claims data, claims reserves analysis, loss
control services, rent-a-captive management, actuar-
ial studies, loss forecasting, reinsurance brokered lor
captives, reinsurance brokered to captives, invest-
ment management.

Stall: 21 total, 7 professionals.

Clients: 13 total captives: 13 active captives.

Compensation: annual fee.

2000 gross revenue: $376,000. 100% from fees
charged for captive management.

Officers: Donald Baker, CEO; Michael Deevy, COO;
Paul Zisson, director/coordinator-alternative risk
transfer.

An index of organizations that manage
captives in particular domiciles will be avail-
able by May 4 on the Business insurance
Web site, www. businessinsurance. com.

The first 100% Internet-empowered solution
for Workers' Comp national bill review!

StrataWare™ 3.0 is Internet-enabled, fast and easy to use with maximum automated
re-pricing and instant access to PPO, vendor and claim databases. With the most
efficient bill entry system available, it's the Internet bill review solution for today

and tomorrow!

CALL FOR YOUR
DEMONSTRATION!
800-277-6512, x280

www.stratacare.com
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DAN HARTMAN

CHIEF Risk OFFICER
STATE oF OREGON

RISK MANAGER OF THE YEAR

PHOTO: MICHAEL MARCOTTE

Hartman blazes own trail in Oregon risk management

By DAVE LENCKUS

an Hartman made his mark on the culture of

Oregon’s Risk Management Division immedi-

ately after he was appointed the state’s zop risk
manager in 1996. ,

While moving quickly to mold an office to

one’s own style would seem understandable

and even necessary for a new manager, the division and

Oregon’s risk management program presented an un-
usual situation for Mr. Hartman.

He was not being asked to build a program from
scratch, nor had he been engaged to head a major over-
haul.

Indeed, Mr. Hartman, then a 13-year veteran with the
division, was asked to build on the award-winning ef-

forts of his two predecessors.

While inheriting that legacy, Mr. Hartman quickly
made the changes that he considered necessary to shape
the office to his style.

“I wanted more of a collegiate approach. I did not
want to be the person who made all of the decisions,”
Mr. Hartman explained. “I wanted the staff involved
more with underwriting, what we insure, and what we
pay and don't pay.”

He also pushed the state’s largest agencies to take
more responsibility for their routine risk management
duties so his staff could focus on special projects.

Another new direction in which he steered the divi-
sion took it down the path of handling risk for the state
on a holistic basis, which raised the visibility of his po-
sition and the Risk Management Division within state

government.

In recognition of Mr. Hartman's brand of stewardship,
his title was changed in 1998 to chief risk officer from
Risk Management Division administrator.

“We count on him,” said Mr. Hartman's supervisor,
Mike Greenfield, director of the Department of Admin-
istrative Services and a former director of the state’s In-
surance Division. The Risk Management Division is a
unit of Administrative Services.

The value of turning to the division for help in manag-
ing any kind of risk was perhaps most dramatically
demonstrated during the Year 2000 computer-bug scare.
State agency budgets were protected against losses if
they complied with a millennium bug loss prevention
program and risk management division funds financed

See HARTMAN on next page
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Continued from previous page
the cost of the state's team that crafted

Oregon's Y2K bug remediation efforts.

Mr. Hartman also wrote and success-
fully lobbied for a state law.that protect-
ed all public entities in Oregon from any
potential Y2K-related tort claims. if the
entities had taken reasonable measures
to prevent millennium bug losses. There
were no claims.

His input also is sought on employee
benefits. Mr. Hartman is the only indi-
vidual who sat on the three boards that
have been charged with managing as well
as overhauling the state's employee bene-
fit program. He currently sits on :he re-
maining single board that oversees the
state's employee benefit program.

Mr. Hartman also has saved the state
millions of dollars on some large liability
claims by successfully negotiating with
claimants. And, he skillfully contained
the state's exposure to overtime pay-
ments to its managers, a liability created
by a legislative mistake.

The Risk Management Division, under
Mr. Hartman, also has continued to rein
in the state's once-runaway workers
compensation costs, saving the state mil-
lions of dollars more.

Those accomplishments have earned
Mr. Hartman not only great recognition
throughout Oregon state government but
also the 2001 Business Insurance Risk

Manager of the Year Award.
Mr. Hartman's selection for the 24th

Dan Hartman

Title: Chief risk officer for State of Ore-
gon, heading state's Risk Management Di-

vision in the Department of Administrative
Services in Salem.

Previous experience: Administrator of
risk management division, 1996-1998;
deputy administrator/loss control and fi-
nance of risk management division, 1988-
1996; manager/loss control and finance of
risk management division, 1983-1988;
Seattle branch manager at Gallagher Bas-

-sett Services Inc., the risk management
services subsidiary of broker Arthur J. Gal-
lagher & Co., 1979-1983; claims and safety
representative at Gallagher Bassett in Seat-
tie, 1976-1979; adjuster-in-charge at Port-
land, Ore., claims office of SAFECO insur-
ance Co., 1974-1976; field adjuster for
SAFECO in Portland, 1972-1974.

Professional affiliations: President of
Oregon chapter of Public Risk Manage-
ment Assn., 1998/1999, and a former trea-

surer, secretary and director of the chapter;
member of national PRIMA.

Honors: National PRIMA Chapter Service
Award in 2000; Adjuster of the Year in
1972 for SAFECO's Oregon claims division,
then one of the insurers largest claims di-
visions; Combat Infantry Badge, Purple
Heart and two Bronze Stars during military

service as a 1st and 2nd lieutenant in the

U.S. Army, 1968-1972.

Education: Chartered Property & Casual-
ty Underwriter designation, 1988; Associ-
ate in Risk Management designation, 1979;
Bachelor of Science degree in business ad-

ministration from Oregon State University,
1968.

Family: Wife, Connie; daughters, Angie
and Erin, both 30; son, Wade, 27.

Hobbies: Forest and wilderness explo-
ration, big game bow-hunting, reading, and
listening to music.

RISK MANAGER OF THE YEAR

annual award by a panel of 10 indepen-
dent judges marks only the third time
that a risk manager for a government en-
tity has been honored.

It also marks the first time that a risk
manager has won the award after a pre-
decessor had been named to the Risk
Management Honor Roll, now in its 21st

year.

'Dan doesnY have to get
permission to say agencies
have to do certain things. He

can just do it.’
- C. David White

State oforegon

Indeed, both of Mr. Hartman's prede-
cessors were so honored. Gene Snyder,
the state's first risk manager, was named
to the honor roll in 1984. His successor,
C. David White, was honored in 1993.

The winners of the 1999 and 2000 Risk
Manager of the Year Award, who were
judges in this year's competition, both
said they were impressed with Mr. Hart-
man's proactive management.

"l was impressed that, with being the
state's chief risk officer and facing nu-
merous challenges, Dan managed on a
proactive basis," especially in a political
environment, said 2000 award winner

Paul F. Buckley, treasury direct or-risk
management for Lucent Technologies
Inc. of Murray Hill, N.J.

1999 award winner Merritt W Fabel,
director of corporate risk and insurance
for New York-based American Interna-
tional Group Inc., observed: "l was im-
pressed by the candidate's effort to in-
corporate the value added of the risk
management function into r_umerous op-
erational disciplines within the state or-
ganization. He treated these functional
areas as clients and sold them on the ben-
efits of his department's involvement and
then delivered on his promise."

Mr. White, who still is in state govern-
ment as administrator of state facilities,
said that Mr. Hartman's management
style combines the best elements of Mr.
Snyder's and his own.

He explained that Mr. Snyder was an
insurance professional who started the
state's formal risk management program
off on the right track. Mr. White said he
himself was not an insurance profession-
al but a professional manager who knew
"how to use state government tools to
achieve what the division wanted to
achieve.”

"Dan bridges both of those disci-
plines,"” Mr. White said. "He understands
what it means to manage from a central
government office. But he also could bs
a risk manager anywhere" because of
his risk management and insurance apti-

tude.

Mr. Hartman's approach is exemplified
in how he addressed the state's Y2K com-

puter bug risks, according to Mr. White
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«When Dan addressed the Y2K mess, he
fashioned a scheme to mix insurance and
government. It literally became the un-
derpinning of the state's risk control ef-
Sort in Y2K. | don't think Gene or | would
have come to that particular solution.”

Mr. White also complimented Mr.
Hartman for taking risk management to
a new level in the state and for how he
has handled that additional power.

Unlike when Mr. White was adminis-
:rator, "Dan doesn't have to get permis-
sion to say agencies have to do certain
:hings. He can just do it," Mr. White not-
ad. Even so, he noted that Mr. Hartman
markets his plans to state agencies.

"Dan, | think, overall has been very
much a good quarterback for the agen-
Dy," said Gil Henderson, the state's prop-
erty/casualty insurance broker since
1987.

"He's a congenial person to be around.
He has very good people skills," said Mr.
Henderson, managing director in Port-
land, Ore., for Marsh USA Inc., a sub-
sidiary of Marsh & MeLennan Cos. Inc.

Mr. Hartman also is a good communi-
cator who always is well prepared for
whatever audience he addresses, Mr.
Henderson said.

Colleen Sealock, who, as deputy direc-
tor of Administrative Services, also su-
pervises Mr. Hartman, paraphrased the
advertising slogan of an insurance com-
pany during Mr. Hartman's award cere-
mony to sum up his impact on Oregon
state government: "We always feel we're
in the safe hands of Dan and risk man-

agement.”

Oregon history tied to natural resources

By DAVE LENCKUS

before they won statehood and have made only a few changes

since.

Oregon-tucked among four states and the Pacific Ocean in
the nation's Northwest-was explored by some of the world's
most famous adventurers centuries ago.

They found a wide range of terrains and climates, including
coastal fog and winds so intense that one explorer did not both-
er landing and headed back out to sea.

The state may derive its name from the French word
ouragan-meaning storm or hurricane. It is the nation's 10th
largest state in land size with 97,132 square miles. With a cur-
rent population of more than 3.4 million, Oregon has about 35
people per square mile.

The first humans in the area were Native Americans, who
lived east of the state's Cascade Range thousands of years ago.

European explorers first began searching the American West
Coast for riches and new trade routes during the 16th Century.
Two explorers who may have sailed near the Oregon coast but
did not explore it were Bartolome Ferrelo of Spain in 1542 and
Sir Francis Drake of England in 1579. Sir Francis turned back
after encountering "the most vile, thicke and stinking fogges."

Europeans intensified their exploration of the area over the
next couple centuries in hopes of finding the Northwest Pas-
sage-an inland water route linking the Atlantic and Pacific
Oceans.

In 1791, American Capt. Robert Gray made his second voyage
to the area. In 1792, he discovered and sailed the Columbia Riv-
er, which later was named after his ship.

That led English Lt. William R. Broughton to map the river
and claim the territory for Britain.

At the direction of U.S. President Thomas Jefferson, the
Lewis and Clark Expedition set out in 1804 to explore whether
the Missouri and Columbia Rivers formed a continental water-
way. The team reached the Columbia River in October 1805 and
explored the Willamette River the next spring before returning
to St. Louis in the fall of 1806. Despite not finding a continental
waterway, the expedition opened the lands west of the Rockies.

Oregon obtained its nickname, the Beaver State, because its
streams were an important source of beavers for the fur hats
that were fashionable in northeastern cities in the early 19th
Century. Mountain men nearly trapped the animals out of exis-
tence.

The famed Oregon Trail is the route that the trappers had
used while trapping beaver and that the state's early pioneers
followed during the 1840s to the fertile farmland of the
Willamette Valley.

Oregon became the country's 33rd state on Feb. 14, 1859, 47
years after the United States took possession of the territory un-
der the terms of the treaty that ended the War of 1812 with
Britain. Oregonians adopted the state's constitution two years

The state features hundreds of miles of Pacific Ocean coast-
line, three main mountain ranges, farmlands, deserts and
forests. Forests cover 43% of the state.

Natural resources, particularly timber and agriculture, have
been important factors in the state's economy, but manufactur-
ing and service industries became dominant during the last half
of the 20th Centuty. Now, forestry, farming and fishing account
for only 5% of the state's 2 million workers.

The state typically ranks high in literacy and educational
achievement, based on national standards.

The state's 10 most populous cities, according to Portland
State University's Population Research Center and the U.S.
Census Bureau, are: Portland, 513,325; Eugene, 136,800; Salem,
131,383; Gresham, 86,430; Hillsboro, 72,630; Beaverton, 70,230;
Medford, 62,030; Bend, 53,040; Corvallis, 52,215; and Albany,
41,000.

PHOTO: MICHAEL MARCOTTE

Oregon Gov. John A. Kitzhaber congratulates Chief Risk Officer
Dan Hartman on winning the 2001 Risk Manager of the Year award.
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Reorganizing division to make it more effective

Empowering staff boosts mora|e, improves results mucn more time on special proects that The Risk Management Division's risk

would benefit al_ state agencies, rather consultants for the past couple of years
than working with individual agencies have been wc rking with management at
By DAVE LENCKUS elected to eliminate a low-level claims on issues, such as the contracting pro- the agencies lo train staff to serve as the
handling position rather than approach eess, taat often had no direct bearing on agencies' internal risk coordinators Risk
s a former U S military officer, the Legislature for additional funding -osses Safety Consultant Donna An- coordinators work directly with agency
Dan Hartman Joined the busi- Mr Hartman reasoned that the claims drews-Tuthill's duties already nad been management to avoid property and lia-
ness world with the idea that he units would be able to absorb the staff structured that way and had improved bility losses The risk consultants, how-
could direct his subordinates cut fairly easily because of the state's the safety unit': efficiency ever, continue to serve as the risk coordi-
similarly to how he commanded continually improving loss experience rhis year, for example, the rls< consul- nators for the state's many agencies that
Army enlisted men Mr Hartman next created his cabinet, tants' projects include identifying agen- are too small to maintain their own inter-
While Mr Hartman, the chief risk offi- which consists of the division's section cies w-th employment liability problems nal lusk coordbnator
cer of the state of Oregon, does not run managers and specialists ar d ecucating them how to avoid those "The amount of risk management that
the state's Risk Management Division The group, called the Policy and Fi- prob_ems, reducing vehicle incidents needs to be done (throughout all state
like a democracy, he has reorganized the nance Team, consists of Mr Hartman, leading to worker injury, vehicle damage agencies) can't be done by two people,
division to empower his staff to take ac- Mr Baird, Ms Marshall, Finance Analyst ara -hird-part.4 1.ability, addressing the said Ms Wood, referring to the Risk
tion as needed and to push risk manage- Robert A Nies, Insurance and Opera- gcverrment's online risks, and evaluat- Management Division's risk consultants

ment deeper into state government tions Manager Andrea Peters, Safety and ing the state's information technology The risk consultants train agency risk

The result, some staff members say, IS Risk Manager Kathleen M Wood, and exposbres and whether the coverage that coordinators in assessing risk, provide
that the division runs more efficiently Executive Assistant Barbara Hamilton agencies have under the state's self-in- them with loss data and teach them to
and can tackle more special risk manage- In the middle of the division's Y2K surance program should be broadened analyze it, and collaborate with the agen-
ment projects computer bug loss-prevention project The reorganization of the risk consul- cy on developing and implementing a loss

Mr Hartman explained that his office (see story, page 78), Mr Hartman added tants' responsibilities "frees us up to do control plan
reorganization was the next step in an ef- then Statewide Special Projects Risk more complex risd assessments and take Ms Wood developed a workshop series
fort that his predecessors also focused on Manager Judi James to the team After on emergency risks as they come on," Ms on the basics of risk functions for the risk
to promote good morale in the division, the project's completion, Ms James took Wioc said coordinators at the state's 25 largest
which is part of the state's Department of a position with the Legislature to re- The state's largest agencies, however, agencies a few years ago She plans on
Administrative Services search and analyze fiscal issues were not left snort of risk management conducting the workshop again this fall
"When | first got here, morale was The Policy and Finance Team meets resoirees for the risk coordinators at the other 25
bad,"” Mr Hartman recalled about the weekly to discuss significant risk man- While the Risk Management Division or so agencies that did not attend the last
Risk Management Division in 1983, when agement issues in an open forum setting repositioned itself away from being the series, as well as for the new risk coordl-
he was hired as manager/loss control and Anyone on staff may attend the meetings place to turn br questions on the most nators at the largest agencies
insurance "Communication was nil" and participate as much or as little they basic risk management issies, it devel- In situations where an agency's risk co-
among staff, Mr Hartman recalled choose oped a book of guidelines that agencies ordinator needs substantial assistance
Predecessors Gene Snyder and C The Policy and Finance Team format co lic consult for these issues The guide- from the Risk Management Division with
David White, both of whom were named "followed my philosophical approach to lines, which have been available on the a project, the division holds the coordi-
to the Business Insurance Risk Manage- include more people," Mr Hartman said d.vision's page a: the state's Web site, nator to the terms of a risk services
ment Honor Roll when they headed the "l wouldn't say it'S a democracy," Mr address dozens of issues, Including em- agreement Sometimes the agreement 15
division, recognized the problem and re- Baird said, describing how the team ployee use of alcohol, early return-to- with program manager, like a line opera-
sponded with measures designed to pro- functions "But everyone has an equal work programs for workers in-ured on tions manager, though the risk coordina-
mote an efficient, upbeat operation, Mr weight as the discussion goes around " the jcb, employee telecommuting, docu- tor also would be involved
Hartman said "Gene took it quite a way, From that discussion, Mr Hartman menting property to ensure coverage for The agreements, which the Policy and
and then Dave did, and then | did " "sets clear expectations and let's us know losses, contracts, and citizen ride-alongs Finance Tear approved in 1999, ensure
Claims Manager and Deputy Adminis- where we're going " with state pol_ce that agencies move ahead with efforts
trator Michael Baird and Dispute Reso- But under some circumstances, such as The division's safety unit also is con- that would help them control loss after
lution Coordinator Susan M Marshall when the team in recent years pondered ducting a workshop this spring on the the Risk Management Division has com-

described Mr Hartman's management whether to boost the state's excess prop- basics of "smart contracting " mitted substantial resources in helping

style as "consultative" and "collabora- erty coverage, Mr Hartman allows a But tnat is ony a small part of the Risk the agencies analyze the problem

tive team vote to decide how a risk manage- Management Division's effort to groom "It's how we move agencies ahead
"He's empowering," Ms Marshall said, ment issue unll be handled state agencies to take more responsibility where we can make a difference for

adding that Mr Hartman listens and en- Mr Hartman's reorganization efforts for risk contrcl agencies," Ms Wood explained m

courages people "Then he'll come out were not limited to his Risk Management

with an opinion," she said "l see that his Division staff A fundamental change i; it 11

style of management is flat it'S not hier- that Mr Hartman made in the duties of

archical * some key staff during his first year as ad-

Mr Baird said that Mr Hartman's ministrator also has promoted stronger
management style matches up well with risk management throughout state agen-
the responsibilities and | esources of the cies, which has improved his staff's effi-
division's 22-member staff "We're a ciency and allowed them to focus more P
fairly small division compared with the on special prolects "
other state agencies, but we have to serve The division's two property and liabili-
statewide So, we have to get the most ty risk consultants had been the main 11- w 2
punch for our dollar,” which Mr Hart- aison between numerous state agencies
man gets with his management style of and the Risk Management Division The " 24
inclusion consultants-William Vaughn and Loree
The first section of his office that Mr Fogelman-essentially had been the go-
Hartman addressed was his claims-han- to risk management professionals for the 1
dling team state's approximately 140 agencies
Mr Hartman explained that he has ob- About 30 to 40 agencies, however, de-
served at some insurance companies that manded most of their attention
claims handlers were "the people seen as "The so-called 'book of business' ap-
the ones that let money out the door " proach seemed to be the logical thing to
That stigma can lead to poor morale on do when we originally set it up" in 1983,
the claims staff, which, if left unchecked, especially considering that risk manage-
can spread throughout an entire office, ment courses in the 1970s and 1980ssug-
he said gested that approach, Mr Hartman ex-
Immediately after he was named ad- plained
ministrator of the Risk Management Di- "What ended up happening, though, r,)lel
vision, Mr Hartman upgraded the posi- was that our risk consultants spent half
tions of six senior claims handlers Four their time on low-level contract analy-
were raised to the same level as the divi- sis," he said "And when they weren't do-
sion's safety consultant and two property ing that, they were spending a week go- PHOTO MICHAEL MARGOTTE
and liability risk consultants ing onsite somewhere, doing a risk as-
The other two senior claims handlers sessment and preparing a formal report
were promoted to even higher levels One The problem was that the report usually
was named chief claims consultant, and ended up buried in an agency file, and
the other was appointed employment nothing got accomplished "
claims consultant Ms Wood, the safety and risk manager,
To pay for the moves, Mr Hartman suggested that risk consultants spend

UE+

The management team joins the policy and linance team. Front row, from left: Robert
A. Nies, finance analyst; Barbara E. Hamilton, executive assistant to the chief risk offi-
cer; and Kate Wood, safety and risk manager. Second row, from left: Andrea Peters,
insurance and operations manager; Michael Baird, claims manager/deputy administra-

tor; and Daniel Hartman, chief risk officer. Not pictured: Susan Marshall, dispute reso-
lution coordinator.
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Making public a private-sector approach to risk

By DAVE LENCKUS

an Hartman paid his

dues over the course of

13 years in Oregon's

Risk Management Di-

vision, working his

way up from manag-
er/loss control and insurance to
the top spot of division adminis-
trator.

Only two years later, after re-
organizing the division and
communicating his holistic ap-
proach to risk management, the
position of chief risk officer was

created for the soft-spoken Mr.
Hartman.

The new title did not mean a
bigger paycheck or a more luxu-
rious office.

It did, however, mark state
managers' recognition and sup-
port of the private-sector ap-
proach that Mr. Hartman has
taken in running the Risk Man-
agement Division, which is part
of the Oregon Department of
Administrative Services.

1My counterparts in

dties and counties are

the onlr risk manager.
...Here, we've got a

confederation:

-Dan Hartman

StateofOregon

Mr. Hartman was pushing risk
management deeper into state
agency management as his own
office was taking a more holistic
approach to the discipline.
When a new risk of any kind de-
veloped for the state, Mr. Hart-
man wanted his risk manage-
ment team to have the opportu-
nity to evaluate it.

One of Mr. Hartman's first
goals after becoming Risk Man-
agement Division administrator
in 1996 was to improve efficien-
cy by promoting staff, restruc-
turing some staff functions and
encouraging a more collabora-
tive atmosphere throughout the
office.

By 1998, state agencies were
assuming far more responsibili-
ty for managing risk, and a
handful of the largest agencies
even had appointed their own
risk managers to better coordi-
nate their loss control efforts
with the Risk Management Di-
vision (see story, page 76).

But the Risk Management Di-
vision alone has the authority to
establish risk management poli-
cy and to decide whether to and
how to finance risk.

"We're not just consulting
with risk coordinators" in state
agencies, Mr. Hartman ex-
plained. "We're training them to
solve problems, whereas my
counterparts in cities and coun-
ties are the only risk manager in
the whole organization. Here,
we've got a confederation.”

In addition, the state's top risk
manager works closely with the

director of Oregon's Depart-
ment of Administrative Ser-
vices, on whom the governor re-
lies to manage state government
internal affairs. Mr. Hartman
meets weekly with the depart-
ment's executive staff.

"So I'm kind of like an agenDy
head," Mr. Hartman said.

"We thought we were more
like what's emerging in the pri-
vate sector,"” with the chief risk
officer overseeing the risk man-
agement responsibilities that
have been delegated to an orga-

b/

nization's various units, focus-
ing on special projects and
emergencies and reporting to
the chief executive officer, he
explained.

In 1998, Mr. Hartman shared
his views about the direction of
risk management in the state,
along with news articles about
the developing role of chief risk

officers in the private sector,
with then-Administrative Ser-

vices Director Jon Yunker.
Mr. Yunker, who was Mr.
Hartman's supervisor until

March 2000, agreed with the as-
sessment and appointed Mr.
Hartman chief risk officer that
sanne year.

The title change is all about
improving the visibility of the
Risk Management Division with
state agencies and the Legisla-
ture, Mr. Hartman said. The
more visible he and the division
are, the greater the likelihood
that agencies and lawmakers
will turn to risk management
for help with problems before
they become unmanageable or

Introducing

RiskConsole

costly to fix, he explained.

Mr. Hartman says the Risk
Management Division now has
the statewide visibility he had
envisioned. "No one in state
government can say they don't
know me. They may fear us or
love us, but they know us."

Agencies' fear of the division
is rooted in the accountability
that agencies face for their loss
experience, but they appreciate
the division's help in controlling
and financing losses, according
to Mr. Hartman. m
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B f' t years ago supported PEBB's deci- fits area also has had some direct
e n e I S mon to offer opposite-sex as u ell as tie-ins to nsk management
same-sex domestic-partner benefits For example, PEBB has become
Contznued from pretnous page to state employees embroiled in htigaton over the dis- .«.1 L
tee.s responsible for plan demgn The state Sapreme Court recently tribution of $19 milhon of pohcy- -
While Wang on a role m employ- had ruled tha. the state shc-uld prc- holder surplus that a hfe insurer re-
ee benefits was uncomfortab_e a: vi,ie same-sex coverage But Mr turned to the state three years ago —-
first and has stretched his schedule Hartman, knowing that Gov John when the company demutualized *-.
thin at times, Mr Hartman pomts to A. Kitzhaber backed a bro:der co- For decades, state employees have -
several rewards of moving mtoan erage expanmon, and mcst other had the option throughtheirbenefit ,,-
area new to him PEBB members pushed for the ben- plans of paylng for hfe msurance
"It added variety and spice to the ett coverage at group rates Standard -- !
Job " he said Mr Hartman said the benefit ex- Insurance Co of Portland, Ore,
Epen more importantly, the new pansion is stil a controversial issue wntes the coverage
responsibility he»ped Mr Hartman n the state A group of employees at Oregon
and the Risk Management Division He reasons, nowever, that tte Health Sciences Umversity, a hos- HOTO MICHAEL MARGOTTE
m ways he did not expect matter is a ousmess-not a relL- pital and medical teaching center m
For example, with the ber.efits gous-issue Portland, has filed suit, demanding
programs covenr_g 45,000 state em- Noting tha: there are "a number that the funds be distnbuted:o cur-
ployees and 100,000 hves altogether of professional people who chcose rent and former state employees
at an annual cost of $300 milhon, not to be marned,”" he said that of- The university broke away from

Oregon's Insurance and Operations Team and the Safety and Risk Team.
Front row, left to right: William S. Vaughn, risk consultant; Kelly Hays, oper-
ations assistant; Kate Wood, safety and risk manager; Ronda S. Hollis, risk
consultant; Loree D. Fogleman, nsk consultant; Dan Hartman, chief risk offi-
cer. Second row, leftto right: Andrea Peters, Insurance and operations man-

the benefits board work provided fering domestic partner benefits to state government in 1995 ager; Cindy C. Pankey, safety and risk specialist; Jody Haury, receptionist

i i i - i - - Some other individuals also have
Mr Hartman another insight into employees w:th either same- or op Not pictured: Donna Andrew-Tuthill, safety management consultant
the cost of runr.Ing state govern- posite-sex hle partners makes tt e sued

ment benefitpackage fairfcrall state ex- PEBB has asked a court for direc- expenses m the case, and Mr Hart- mon

In addition, the position "glves ployees ton on whether the funds beiong to man said he expects the case to lan- "Managers have to think about
me more visibilny in state govern- The benefit also is a strong re- the state, which made the coverage guish for a long time the possibihty of change,"Mr Hart-
ment,” Mr Hartman said cruitment and retention tool for the available through benefit plans, or Another potential benefit of Mr man said Because employee bene-

Both of those are important aids state, which typicalli canno: offer to former and current employees If Hartman's Involvement in employ- fits are "related to Insurance, it
to Mr Hartman as he moves the compensation packages that match the court sides with the employees, ee benefits may never materialize could happen, though it's not belng
Risk Management Division m the tt ose available m the invate sectcr, the state would have to track down for the state's chief nsk officer But talked about now '

direction of takmg a more hohstic Mr Hartman said 'If you car.'t all former employees who paid pre- Mr Hartman said he feels prepared But if that responsiblhty ever
approach to dealing with the state s provide medical coverage, they go mlums to the Insurer now rf state government ever shrfts sknfts to his office, his learmng
risks somewhere e.se” The Risk Management Division any employee benefits responsibih- curve has been greatly reduced, he

To that end, Mr Hartman three Mr Hartman s worK m the ben3- already has spent $50,000 in legal ties to the Risk Management Divi- said

Policy protects against Oregon's budget getting burned

By DAVE LENCKUS dmught conditions that ccula fuel a private interests own 38%, the state erage Officials from other states oc- SIR, underwnteis made at least
tronblesome forest fire season likely owns 3% and other pubhc entities casionally Inquire about the covel - some profit, according to Risk Man-
he cost of protecting Ore- vell develop by autumn, a subcom- own the remainder age, but no other state has arranged agement Division documents
gon's expansive foresss mittee of -he Oregon Drought The state's Forestry Department it, they said Beginning m 1987, howevel, un-
from zatastrophic fires Council has warned Oregon's forest iS responsible for fightling fire on Both said the advantages that usually bad forest fire seasons m
could burn a hole in the tre season typically runs frcm late 15 8 million acres of forest-2 8 mil- Oregon has with underwnters, some three consecutive years spiked the
state's budget big enough J.ine until Nov€mber lion acres of federal land m Western of whom have participated m the Forestry Department's firefighting
to force lawmakers to cut While the coverage Is untgLe tc, Oregon and the remamder private program since its early days, iS a costs to the point that not only did
spending for other vital programs Oregon, lead underwnter lan and state land The remaining 12 2 long relationship with them, a sohd underwnters shoulder heavy losses
But a unique zorest flre extra ex- Maguire, agncultural underwiter milhon acres are protected by either track record of Investigating the but also the state government had to
pense policy guards the sta:e for Welhngton Underwntng PL C local flre distncts or the U S Forest causes of fires and subrogating subsidize the depleted firefighting
agamst the poss-billty that a cer,as- 17 London, said Wellington:s open Service against the responsible partnes, and fund
tatmg forest fire season would cre- to making tte coverage available to Firefighting costs can mount detailed Forestry Department In 1987, the worst year during
ate such budget woes for Oregon cther states that can meet the fire- quickly during a huge conflagra- records of how the department has that period, the Forestry Depart-
State Chief Risk Officer Dan f.ghting benchmark that Oregin ton, noted broker Gil Henderson, fought each blaze it faced ment's firefighting costs topped $19
Hartman Inherited the program has establisned We_lingson 1. the whom Mr Hartman enlisted to line In the program's early years, the milhon, according to Risk Manage-
from two award-winning risk man- ulderwnting management agency up broader coverage under an al- committee purchased $1 milhon of ment Division records
agement predecessors, but he br Lloyd's of London syndicate ready unique program coverage above first a $325,000 self- The loss not only exhausted the
played an important role in reshap- 2020 For the Forestry Department's insured retention and, later, a committee's $2 milhon firefighting
Ing It According to the Cregon Depart- milltary-like firefighting efforts, $500,000 retention, for a premium fund and fully consumed the poll-
Indeed, state coffers could have nent of Firestry, forest covers "it's not unreasonable dunng a big that ranged from $45,000 to nearly cy's $2 milhon of linuts, but it also
been at nsk several times durmg the about 28 millcn acres of the state's fire to spend $1 million a day,"” said $93,000 The special fund paid the put state government on the hook
past decade if the program had not E 2 milhon-acre land base The fed- Mr Henderson, amanaging dimctor insurance premium and covered the for covenng a $15 milhon unbud-
been overhauled And this year €ral government owns aboll 57%6, for Marsh USA Inc m Portland, SIR Each year, the coverage re- geted expense The Legislature had
Ore Marsh USA is a unit of Marsh newed on July 1-the typical start- to turn to an emergency fund to cov-
& McLennan Cos Inc ing date of the f,re season er the loss, Mr Hartman explained
The state, however, shifts the re- But begmnmg m 1980, the com- The governor, concerned that fu-
sponsibillty of paying the cost of mittee, the state and the underwrit- ture catastrophic fire seasons might
1 fighting forest fires primarily to the ers had to begin deallng with the wreak even greater havoc with the
s — Emergency Fire Cost Committee, Forestry Department's high and ns- state's budget and threaten funding
which represents owners of large mg costs to battle forest fires Those tor other vital programs, directed
o] * -" T 1" f —_ * 0 tracts of land typically used for log- costs often had far exceeded the the Administrative Services Depart-
J J ’ IS,Z : 4 - 1 fl 41 1 9 ’ ea ging operations or for grazing The committee's SIR and the pollcy pre- ment's predecessor to protect the
state Board of Forestry appoints mium combined, which meant that state's budget from such an event
four members to the committee to insurers were underwnting the pro- That responsibillty fell to Mr
serve four-year terms gram at a loss Hartman, who then was manager of
The committee supervises and Imtially, m 1980, the premium loss control and insurance for the
controls a special fund that covers more than doubled to approximate- Risk Management Division He im-
S~ firehghtmg costs The fund is fi- ly $139,000, and the SIR doubled to mediately enlisted the aid of Mr
~0 i kf nanced with proceeds from special $1 milhon Limits contmued at $1 Henderson and Chuck Hersh, a se-
levies on the landowners milhon until the next year, when nior vp at Marsh USA The broker-
= The committee uses the fund to underwnters doubled them to $2 age at that time was part of Sedg-
purchase a unique firefighting extra million wick Group PLC and just had
- expense insurance policy through Except for 1985, when the onset been awarded the state's account
- . the state's Risk Management Divi- of the insurance industry's hardest Over the next few years, Mr
mon, which iS part of the Oregon market ever left the state with Hartman and the brokers worked
+)a -'- 2 r -s Department of Administrative Ser- nowhere to turn for the coverage, on revamping the program Messrs
: 4, vices The division has lined up a the program worked well untill Henderson and Hersh dealt with the
PHOTO MICHAEL MARGGTTE gmup of US and European under- 1987 Because losses m several years Insurance markets, and the brokers
writers, meluding several Lloyd's did not exceed the SIR, underwnt- and Mr Hartman explained to the
Dan Hartman, center, with representatives of Marsh USA Inc., len to right: syndicates, to write the coverage ers began to see some profit in writ- Emergency Fire Cost Committee
Chuck Hersh, senior vp; Debora Leopoid, vp; Amy Shafer, client repre- Messrs Hartman and Henderson mg the coverage And m the couple how and why the program had to be
sentative; and Gil Henderson, managing director. say that no other state has such cov- of years that losses exceeded the Continued on next page



Continued from previous page
restructured. 1VIr. Hartman testified
at many of the public hearings on
the program that the committee
held.

The central concept in reshaping
the program was to make it a true
catastrophe program, so no loss
likely would ever blow through
both the program's SIR and excess
Limits. That would mean that the
state would not again face the emer-
gency funding situation it did in
1987, and that the Emergency Fire
Cost Committee would not be
forced to borrow from the state
treasury to cover a shortfall in its
fund.

Redesigning the extra expense
coverage as a catastrophe program
also would mean that the committee
would have to assume more risk so
that underwriters would not be cov-
edng expected firefighting costs.

Mr. Hartman and his broker team
laid the foundation of the rebuilt
program with a probable maximum
Loss estimate that the Forestry De-
partment developed after reviewing
a string of bad fire seasons during
the 1940s, Mr. Hartman explained.

Factored into that figure, howev-
er, was the state's network of log-
ging roads, which allows firefighters
today to reach blazes much more
easily than they could decades ago,
he said. In addition, firefighting
resources are better deployed
throughout the state, equipment
and technology have improved and
the commander at a blaze has more
authority to pull in additional re-
sources quickly to control a fim, ac-
cording to Mr. Hartman.

To finance that higher retention,
the special levy on landowners
would have to be increased. In addi-
tion, technical changes had to be
made in the levy procedure in the
event the emergency fund reached
its statutory maximum.

Those changes required legislative
and Forestry Department approval,
which Mr. Hartman worked on se-
CUling.

While the program was being re-
structured, Mr. Hartman and his
brokers were able to modify it to
better protect the state.

In 1988, the year after the state's
forests suffered heavy damage, pre-
miums jumped more than sevenfold
to nearly $1.8 million. But under-
writers also nearly quadrupled the
policy's limits to $7.65 million.

Still, because of a second consecu-
tive bad fire season, insurens on the
extra expense risk "lost their shirt
that year,"” Mr. Hartman recalled.

In 1989, underwriters doubled the
committee's self-insured retention
to $4 million and raised the premi-
um 9.8% to more than $1.95 million.
They did, however, bump up policy
limits to $8 million.

By 1990, the Legislature had ap-
proved the revamped extra expense
catastrophic coverage, and the un-
derwriters, including many that had
written the coverage for years, were
lined up.

The policy limits more than
quadrupled to $35 million over an
SIR that nearly doubled to $7.5 mil-
lion. Premiums rose nearly 24% to
$2.4 million.

Another important improvement
in the program was that underwrit-
ers agreed to shift the policy's re-
newal date to April 1 from July 1.
That change ensured that the- com-
mittee would not be required to

meet two SIRs during a single fire
season when the first blaze in the
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season ignites before July 1, Mr.
Hartman explained.

The Risk Management Division
and its brokers also negotiated a
three-year coverage period. That
coverage change was designed to
stabilize the coverage and its costs.

Since 1990, the SIR has gradually
increased to $10 rnillion, and policy
limits have grown to $43 milkon.
Referring to the SIR, Mr. Hartman
said: "Ourburnlevelkeepsgoing up
because the cost of fighting fires is
going up."

Meanwhile, premiums have re-
mained relatively stable.

More importantly, the revised
program has provided the state the
catastrophic coverage necessary to

protect its budget at a stable price.
In addition, underwriters are be-
ginning to see a prott in continuing
to write the coverage. Through
April 2000, the last policy period for
which figures are available from the
risk management division, premi-
ums exceeded insurance recoveries
bynearly $1.4 million over thelife of
the coverage. But all of that differ-
ence was accounted for during the
1999/2000 policy year, according to
risk management division records.
And while landowners have faced
steeper levies, the emergency fund
now is fully funded, according to
Mr. Hartman. Under state statute,
the fund is fully funded at $10 mil-

lion-the SIR under the extra ex-

pense coverage

That means landowners this year
could face a substantially reduced
levy.

"The government came in and
provided a good protection plan"
for the state's Forestry Department,
owners of large land tracks and the
l,egislature, Mr. Hartman said.

"'I'hat really had to be done in or-
der to make it a stable program for
them" at a reasonable cost, he said.

Mr. Maguire of Wellington said
the unique coverage "has been ben-

eficial to both sides."” He said

Wellington did not consider aban-
doning the coverage when Oregon's
losses mounted, because Wellington
is committed to underwniting agri-
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cultural and forestry business,
which includes large timber stands
owned by pulp and paper produc-

ers.

"The lesson we've learned from

dealing with Oregon is, here's a
product that can work," Mr.
Maguire said.

He noted that a few other states in
recent

have contacted

yvears
Wellington about underwriting sim-
ilar coverage for them. "Certainly, if

they can satisfy us, then the product
works and there's a commitment

then to write that,” he said.
Those states, however, would
have to meet the benchmark Oregon

has set for protecting its forests, he
said.

- fir
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Oregon makes workers comp savings common behavior

By DAVE LENCKUS vears
Keeping on top of Oregon's workplace safe- =
regon state agencies, pressed by the ty efforts has been a vital concern for Mr -.
Risk Management Division, have Hartman since he was appomted to the state's 0;
done such a good Job of reducing top risk manager post in 1996 With workers
time-loss injunes over the past 12 comp costs under control, the division can de-
years that keeping up the same pace vote much more of its time to other nsk man- 443
of improvement is difficult agement projects, instead of spending most of
The dramatic turnaround m the state's its time and resources on workers comp, as it
workers comp experience is attnbutable to the once had to do, Mr Hartman said
division's focus on slashing time-loss, or tem- After the division took over responsibilty
porary disability, claims through Injured for workers comp m 1987, then-Administrator
worke - management Reforms to the state's C David White, who was named to the Bust-
workes compensation system in the early ness Insurance Risk Management Honor Roll _
1990s *0 have helped, noted Dan Hartman, m 1993, and Mr Hartman, who was manag- 49 -4 "
chief rtsk officer for Oregon er/loss control and insurance, hired Kathleen
The division smce 1995 also has been work- M Wood as safety and nsk manager
mg on pushing aside traditional safety man- Under that leadership, the division zemed in
agement in favor of a behavior-based ap- on time-loss claims A team of analysts that i a
proach Under the behavior-based manage- Mr Hartman hired m 1987 found that those
ment model, workplace safety isa key respon- claims were generabng 96% of the state's =1
sibility of both supervisors and employees workers comp costs while accounting for less
In the late 1980s, the state's workers comp than 30% of the number of all claims
costs were swellmg, accordmg to ftgures from The division adopted an Injured-worker PHOTO MICHAEL MARGOTTE
the Risk Management Division, which is a unit management approach supported by Dan Pe- Dan Hartman and two members of his team stand with SAIF Corp. employees, from left Bri-
of the Oregon Department of Administrative tersen, a workers compensation author and a an Sornson, claims supervisor; Tracie Sapp, claims adjuster; Kate Wood, safety and risk
Services In fiscal 1988, which ended June 30, safety consultant manager for Oregon; Jennifer Johnson, claims assistant; Alan Samarin, loss control con-
1989, workers comp paid losses and claim re- The division initially focused on the dozen sultant; Karen Webber, claims adjuster; Carol Bachofner, claims specialist; Theresa Britton,
serves were nearly $19 milhon, which is the state agencies that accounted for 80% of the claims assistant; Katherine Keene, president and chief executive officer; Larissa Martin,

highest they would be for the 16-year period lstate‘s workers comp CO.StS . claims adjuster; Michelle Rodriguez, claims assistant; Donna Andrew-Tuthill, safety man-
from 1985 through 2000 The flgures do not in- "Early on, we recognized line managers' be- agement consultant for Oregon; Linda Wineland-Barr, audit specialist; Steve Ringstad, un-
clude incurred-but-not-reported claims lief that once an employee filed a workers derwriter; Dianne Lanctot, claims adjuster, Elaine Higgins, MMT specialist; Eileen Payne,

By 2000, workers comp payments and re- comp claim, he or she was no longer their re- nurse consultant; Jackie Chester, claims adjuster; Judie Gill, claims adjuster; Shana Miller,
serves had been slashed almost 63% compared sponsibihty," Ms Wood said "We began talk- claims specialist, Claudia Roberts, vocational coordinator; Suzanne Ryans, claims adjuster;
with 1998's level, to just under $7 1 milhon- ing about the employels' obhgation to 'man- Lori Kampmann, claims assistant; Donna Sawyer, return to work consultant; Jill Bork,
the lowest annual total over that same penod age’ their workers, whether Injuled or not claims director; Esther Steele, senior claims adjuster; Susan Stamps, claims adjuster;

The state also has done a better Job of con- The division worked with state agencies to Steven Snyder, vp of claims operations; Dan Hartman; Roger Zumwalt, administrative ser-

trollmg its workers comp costs than the aver- develop what Ms Wood called "aggressive" vices division manager; John Gilke, corporate marketing and agency manager.
age for employers nationwide, according to early return-to-work and modified-duty pro-

compansons of the state's 1999 actuanal study grams claims costs agement about the model

of workers comp losses with findings from the "We gave agencies broad guidelines, but The results were immediate It also has to reform management behavior
Risk & Insurance Management Society Inc's each agency developed its own return-to-work While state employees missed nearly that contributes to safety problems For exam-
annual cost-of-risk surveys programs,” Ms Wood said A smgle program 128,500 workdays in 1988 due to job-related ple, Ms Wood said "Does management say

From 1991 through 2000, ultimate expected would not work well for all agencies because injuries, employees missed fewer than 72,100 one thing but actually reward another? Does
and undiscounted workers comp costs nation- of the diversity of state Jobs, she explamed workdays the next year The state's workers management talk about safety but measure
wide on average ranged from $2 78 to $6 65 Ms Wood recalled that some managers re- comp clalm payments and reserves fell 27% m productivity without accountng for accidents
per$1,000 of organizations' operatmgbudgets, sisted initially, saymg they feared some work- 1989, to $138 milhon, and they dropped near- or injuries? The main question in behavior-
while thestate of Oregon'scostsrangedfrom ers would manipulatethesystemto landcushy ly 39%more the next year, toless than $85 based safety management is, 'Why?' not,
76 cents to $2 47 per $1,000 modrfied Jobs milhon 'What?' "

From 1996 through 2000, Oregon's costs m- "We said, 'Just take away the tasks they By 2000, the number of lost workdays had Supervisors also must evaluate their em-
greased as a percentage of the state's operatmg can't do,' " based on the medical restnctions been slashed to just more than 14,900-an ployees' knowledge and training and the avail-
budget to 97 cents per $1,000, though paid that their physicians place on them, shesaid 884% mductionsince 1988 abihty of resources that allow employees to
claims and reserves fluctuated somewhat up That often meant temporanly freeing the re- The state's employee count dunng that pen- work safely, she said
and down dur]ng that penod and reached a covenngemployee of onlysomeregular duties od dropped between 3,000 and 5,000 to be- Mr Hartmannotedthat because of Oregon's
nadir in 2000 while he or she healed tween 45,000 and 48,000 workers currently success m cutting its workers comp costs,

A shghtly higher cost of nsk in 2000 is not a Those temporary assignments are restricted The Legislature helped the state and other many states durmg the mld-1990$ began con-
concern when considering Oregon's overall to 90 days If a worker's inJunes are too severe Oregon employers control their workers comp tactang Ms Wood for ideas on how they could
workers comp picture, Mr Hartman said to return to regular duty at that point, the tem- costs in the early 1990s when it passed system control their costs

"In 1996, we hit the bottom" in terms of cut- porary assignment can be extended But, the reforms At the time, the state's workers comp While the Risk Management Division con-
ting workers comp costs, Mr Hartman said worker's manager must plan a modified lob or system was the sixth most expensive m the na- tinues working to maintain its cost-control
"There's no doubt in our minds that costs will a job reassignment to another agency for the tion--a fact that scared away many potentlal success, it also will be tweaking its efforts, ac-
flatten out and maybe nse a httle " worker dunng that mittal 90-day penod employers, according to Mr Hartman The cordmg to Ms Wood

The recent cost mcreases reflect such factors For those injured workers who are unable to state now ranks 34th, the Oregon Workers For example, the Risk Management Divt-
as medical and pharmaceutical cost inflation return to state employment, the state makes Compensation Division says mon deviates from Mr Petersen's model by

While workplace safety is always a concern, vocational rehabilitation available In an effort to not only cut workers comp continuing to measure agencies' past fall-
it is well under control and is not leading to At the same tune, the Risk Management Di- costs but also to nurture a safety-conscious ures-time-loss occurrences-even though the
higher workers comp costs, he said Indeed, m vision developed two measurement reports culture in state workplaces, the Risk Manage- consultant says such failures are not mdicatlve
2000, fewer state employees were senously m- One shows each agency how well it is cuttmg ment Division's safety unit in 1995 adopted a of future performance
lured on the job than m any year since 1981, workers comp costs compared to its goals The behavior-based safety management approach "Soon, we hope, the number of claims w111
when the state created its Risk Management other, which puts agency performance under a endorsed by Mr Peterson, the consultant be so low as to be mostly meaningless to the
Division spothght for all state management to see, Themodel's underlying pnnciple isthatem- malonty of agencies,"Ms Wood said

Last year, 451 employees suffered SerloUS In- shows how well the 20 worst-performing ployees sometimes perform their work m a The division is working with agencies to im-
juries, a rate of 0 94 per 100 full-time employ- agencies are controlhng their costs That hst way that they do not realize is unsafe, just as plement several alternatwe methods for mea-
ees That is less than one-third the rate of 3.15 consists of any agency that has been on the 12- some motonsts exceed the speed limit, pass on surmg safety Among those are management
per 100 full-time employees m 1988, when worst list since 1987 the nght, or do not signal pnor to changing and labor safety-perception surveys
more than 1,600 employees suffered serious The division also honors agencies that meet lanes, Ms Wood explained Another major challenge the division faces
on-the-Job injul'les and the state recorded its their goals The division annually presents its "It's not the driver's goal to crash, but it's m implementing the model is a pending work-
worst year for workers comp losses "Riskognition Award" to those agencies, often stllasetof nsky behavior," she said ers comp reform bill, which would allow more

Smce then, Oregon's governors have asked dunng one of the governor's cabinet meetings Under the traditional safety model, supervi- claimants with pre-casting conditions to re-
each state agency to keep the number of sen- That kind of recogmtion and pubhcity not sons instruct employees to stop their nsky be- cover workers comp benefits
ous injunes at no more than the lowest num- only fuels continued attention to workers havior and warn them of the consequences if If the bill passes, as expected, the dlvision's
ber of mjunes it reported dunng the previous comp costs at the agencies that succeeded but they persist working unsafely Under the be- single safety consultant would have to focus
three years also sparks a desire for improvement among havior-based safety management model, co- on injured worker management to keep the

But because of the agencies' dramatic sue- directors at the agencies that have not earned a workers warn each other about nsky behavior state's comp costs m check, Ms Wood said
eess at reducing senous injuries in recent place m the hmehght, Ms Wood said "It sounds comy, but people we didn't think But that MIl not mean the end of behavior-
years, that goal has become dimcult to attain Agencies that did not control their workers would get mto it did," because of the natural based safety management To keep the ap-
As a result, Gov John A Kitzhaber moddied comp costs also were stung with an added camaradene they had, Ms Wood said, citing, proach alive, the Risk Management Division
the goal for 2001, asking agencies to hold budget expense The Risk Management Divi- for example, state highway workers plans to promote the success of agencies that
down mluly rates to no more than then- aver- sion based the amount that It charged each But before an orgamzaton addresses em- use it to raise Interest among other agency di-
age senous-mjury rate over the previous three agency for workers comp coverage on its paid ployees' unsafe behavior, it must educate man- lectors, she said ZEU
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Mandate to cut workers comp costs pays

By DAVE LENCKUS

he Oregon Risk Manage-
ment Division's attack on
workers compensation
costs has been so effective
that state agencies have
had a decade-long re-
prieve from paying anything for
workers compensation insurance.

That likely will change, however,
for the state's 2003/2005 biennial
budget cycle, which begins in July
2003. During that two-year period,
the division likely will have to col-
lect between $20 million and $25
million from state agencies to cover
workers compensation costs, ac-
cording to Dan Hartman, chief risk
officer for the state.

The charges will be needed if the
division next year releases up to
$26.5 million of surplus from the
state's workers comp fund to the
state's general fund, which faces a
shortfall of around $700 million in
its 2001/2002 budget if it funds ser-
vices at their current levels. The di-
vision may decide to release only
about $13 million of surplus, which
would reduce the new risk charges
by one-half.

The state's current workers com-
pensation fund surplus will cover
workers comp costs for the next
two years even if some of the sur-
plus is released.

Oregon insures its workers comp
risk with Salem, Ore.-based SAIF
Corp., but the program allows the
state to self-fund the risk as much
as legally possible.

SAIF is a quasi-governmental
entity that had been the state's
competitive workers comp fund
until the 1970s. An Oregon statute
requires the state to insure its
workers comp risk with SAIF.

The state buys a 10-year, paid-
loss retrospectively rated plan,
which the division purchased in
1996. The retro plan is the most
cost-efficient option available to
the state to cover its workers comp
risks, as long as the state controls
its workens comp losses, according
to Mr. Hartman.

For the 2000/2001 policy year
ending June 30, the state paid 6%,
or $646,000, of nearly $10.8 mil-
lion in premium that SAIF likely
would have charged the state for
standard workers compensation
coverage.

Under the retro program, the
state must reimburse SAIF for all
losses up to four times the estimat-
ed standard premium, or about $43
million, before SAIF begins cover-
ing losses.

The premium multiplier in pre-
vious years was 2.0 or 2.5, but the
division negotiated a higher factor
this year in exchange for a lower
premium, Mr. Hartman explained.

Oregon workers comp losses
never have come close to triggering
the SAIF coverage. The state's
worst year of losses was in 1988,
when paid claims and reserves to-
taled nearly $19 million, according
to Risk Management Division
records. Since then, the division's
injury management efforts have
slashed total workers comp losses
by more than 50%.

The state also pays SAIF a
claims administration fee based on
time and expense.

SAIF, however, pays the state a

yearly dividend. Over the past nine
years, SAIF has paid the state
more than $42 million of divi-
dends, including nearly $4.6 mil-
lion this policy year. Those divi-
dends represent four times the
amount of premiums the state paid
SAIF during that period.
Around 1990, as the state's in-
, jury management efforts were first
beginning to curb the state's work-
ers comp costs, independent actu-
ames told the Risk Management

Division that it needed to collect

$109 million in risk charges from

state agencies to cover and ade-
quately reserve for past losses.

But cost savings attributable to
the division's workers comp loss
control efforts, workers comp re-
form in the state and investment
income on workers comp risk
charges far exceeded the diision's
expectations. The division found
after collecting around $106 mil-
lion by 1992 that not only were the
state's past losses funded but also
that it would not have to charge
agencies for workers comp cover-

age.

, THIS PART OF THE

CORPORATION LOST IN COURT,

OCT 14TH. 2000

In June 1992, the division ex-
pected that 16sses would eat up the
$93 million workers comp fund
surplus within three years. But the
fund still had a $68 million sirplus
in 1995 and a $61 million surplus
in June 1996.

The division's 1992 aduarial
projections on the fund staved off a
federal government demand at
that time for a portion of the sur-
plus. State agencies had used a
portion of.the federal money they
received for various projects to pay
their workers comp risk charges.

1-5.54.
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dividends

But the fund's better-than-ex-
pected performance over the next
few years triggered another de-
mand by the federal government in
1996. The federal government set-
tled for $12 million. which reduced
the.surplus then to $49 million.

Because of that settlement, the
fund's current surplus of around
$66 million represents only state
money. Mr. Hartman said.

A decision by Oregon state gov-
ernment on whether it will transfer
any workers comp fund surplus is
expected within a year m
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Self-funding lets state balance cost with control

By DAVE LENC KUS departmental rules Oregon's self-funded property covered on a claims-made basis, In determining risk charges for
The coverage, wh-ch became program retains the fimt $1 5 mil- however Sub-limits include large agencies-those that own at

he state of Oregon saves available last surnmer, prevented a hon of an agency's loss, except m $100,000 for fire legal habllity least one building valued at $1 mil-
$15 million annually by work stoppage on certain road pro- cases of earthquake and flood The Them is a $1,000 deductible for em- honor more-the division pools a
self-fundmg a large part jects by state Department of Trans- state retains the first $4 milhon of ployee benefits-related losses portion of the agencies' catastrophic

of its property/casualty portation crews About a half- earthquake and flood losses * Foreign workers compensa- losses to provide them budget relief
risks, accoring to the dozen workers faced a cmminal in- The Risk Management Division tion/employer's hability Insk The For example, assume an agency
Oregon Risk Management vestigation after an error in a creek- purchases $400 milhon of property Insurance Co of the State of Penn- suffered a smgle property loss total-

Division cleamng project along Interstate 84 insurance above its self-insured re- sylvania writes $3 milhon of em- mg $25 milhon during the just-

The division puretases sxne blled as many as 100 endangered tentions for a premium of $1 3 mil- ployer's hability hmits and covers completed four-year base period
commercial insurance, though, tc fish Other crews did not want to hon $50,000 of repatrlation ecpenses that the Risk Management Division
protect the state from catastrophic face that risk and balked at per- Hartford Fire Insurance Co * Public employees' dishonesty uses to determine property coverage
Froperty losses and to over ser eral forming similar work until Mr writes the first $5 milhon of proper- and outside agents' dshonesty risk charges for the next biennium
specialty hability expcsures Hartman erected that cnminal de- ty limits bond Also assume that the division, after

The state began self-funding lur- fense cost safety net Three msurers participate on a The state purchases $20 milhon of factoring in projected losses for the

Ing the hard msurance market 11. State prosecutors decided not to quota-share bass m the $15 milhon layered protection A unit of CNA upcoming biennium and the prop-
the mid-19705, about s.x years be- press any criminal charges against layer excess of $5 milhon Affillated Emancial Corp writes the first $10 erty fund's current balance, deter-
fore the state created its Risk Man- the workers and dropj:ed the crimi- FM Insurance Co, Agncultural In- milhon, and a unit of Travelers mmes it must collect $7 milhon m
agement Division, wElch no N is nal mvestigaton altogether earher surance Co and Mount Hawley In- Property Casualty Corp wntes $10 nsk charges from all state agencies
part of the Oregon Deoartment of this year surance Co milhon excess of $10 milhon The The division would allocate
Admimstrative Services The state also covers some habill- Two insurers participate on the state is subject to deductibles of $300,000 of the property loss to the
The state self-funds 1-3 general 11- ty nsks for two conservation groups $80 mllhon layer excess of $20 mil- $250,000 for an employee-related agency that owned the damaged
ability and auto habilly exposures that work with state agencies lion TIG Insurance Co and loss and $5,000 for an outside property Then, the diwsion would
up to its statutory tort habilit> cap For a group of about 40 Soil and Westchester Fire Insurance Co agent-related loss reduce that by the average cost of
of $200,000 perpersor for bodily m- Water Conservation Distncts, the Hartford, Afhliated FM and Roy- - Aviabon hability risk from air- property losses dunng each year of
Jury, $50,000 for third-party prop- state provides general hability cov- al Indemnity Co participate on the craft operated by the state police the base period In this example, the
erty damage and $500,000 per mci- erage up to the state's statutory ha- $200 milhon layer excess of $100 and the state's forestry and trans- average loss was $12,500 annually,
dent bility cap But those Lubllc entities milhon portation agencies Westchester so the division would trim the
State agencies and employees, and their workers, many of whom After completing a cos: benefit wmtes $25 milhon of hmits The $300,000 allocation by $50,000 to
however, have unhnnted coverage are volunteers, do not have unlimit- analyms, the Risk Management Di- state is subJect to a $50,000 de- $250,000
under state law for losses ansing ed coverage for losses stemming vision last fall purchased $100 nul- duchble per claim per aircraft If the state's total paid losses, net
from federal civil mghts claims, be- from federal civil rights claims hon more of excess property cover- «Ocean-going vesselhability nsk, of deductions, durtng the base peri-
eause there is no hablity cap for For purposes of allocating losses age, which is written by Affillated which largely sterns from boats and od is $5 7 milhon, then the agency's
such claims and charging for the coverage, the PM ships that Oregon State Umversity proportional share of that would be
A new coverage for state employ- Risk Management Division consid- Overall, the state reports $5 8 bil- owns and operates as part of ItS 4 39%-$250,00/$5 7 milhon
ees, officials and agents that state ers the distncts part of the Depart- lion of property values Its largest oceanography program St Paul To determine the loss experience
Chief Risk Officer Dan Hartman ment of Agnculture The division, concentration of buildings, valued Fire & Manne Insurance Co wntes portion of the agency's rtsk charge,
nas created already nas paid divi- however, wtll not begm chargmg at about $706 2 milhon, is in the between $1 milhon and $15 milhon the division would take 70% of the
dends Under the casting state- that department for the coverage Capitol Mall m Salem of coverage, depending on the ves- $7 milhon total it needs to collect-
funded tort protection coverage, the Until the distncts sustain a loss The Risk Management Division sel The state is subject to a $10,000 or $4 9 milhon-and multiply by
state may reimburse those indi,ndu- For the Watershed Council, an- also purchases commercial insur- deductible, except for a $100,000 4 39% to amve at $215,000
als up to $25,000 of :heir legal de- otherlargely volunteer organization anceto covethestate's deductible for losses Involving the Next, the division would consider
fense costs m cnmiral cases Lf the devoted to protecting fish and wa- « Excess auto liability nsk when largest ship covered the amount of property the agency
charges stem from Job-related ac- ter, the state provides general and state employees drive on szate bum- State agencies this current fiscal owns The division would apply one
tons auto hablhty coverage of $100,000 ness outside of Oregon Genesis In- year w111 pay $38 4 milhon in nsk rate to the agency's square footage
A defendant cannot recover, for bodily Indury per person and surance Co wntes $10 milhon of charges for their self-funded and protected by sprmkler systems and
however, unless he or she is exoner- $50,000 for third-party property coverage excess of the state's $1 commercial msumnce coverage double that rate for the agency's un-
ated in court and passes muster damage There is a $200,000 aggre- milhon retention About 90% of agencies' nsk sprmkled square footage--a tactic
with a special state committee that gatellmitpermcident - Foreign habillty risk State charges for their habillty and work- designed to encourage agencies to
Includes Mr Hartman, the state's For loss allocation and coverage agencies and schools conduct bum- ers comp coverages reflect their spe- sprmkle therr property The division
Department of Justice and thehead charge purposes, the division con- ness, agricultural, science, educa- cific loss experience Pooling of then would multiply those sums by
of the agency that employs the de- siders the council part of the state's tional and other activities m many losses accounts for the remainder of the remaming 30% of risk charges
fendant The state ccmmittee Inves- Watershed Enhancement Board foreign countnes The Insurance the charges that the division needs to allocate to
tigation is necessary to avoid re- A quasi-governmental Insurer m- Co of the State of Pennsylvania The Risk Management Division, all divisions In this example, the
warding someone who either avoid- sures Oregon's workers compensa- wntes $3 milhon of per occurrence however, discounts the rate it rates lead to $70,000 of additional
ed conviction because of quirky cir- tion losses under a retrospective lumts with a $3 milhon aggregate charges for the state's smallest lisk charges for the agency
cumstances, such as tne deatn of a plan that essentially allows the state The pollcy also covers claims arising agencies, which Mr Hartman said Altogether, the agency would face
prosecution witness before tal, or to self-fund those losses (see story from errors m administenng em- rarely file any claims Those agen- a $285,000 risk charge-$215,000
was exonerated despite vio_abng page 83) ployee benefits Those losses are cies pay $1,000 plus $70,000 m
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Claims skills applied broadly

E By DAVE LENCKUS currently 15 handimg claims from a risk management adjuster to resolve
couple of thousand managers in the dispute
arge habillty claims often state government who are seekmg The Oregon state government
. ~ force Insk managers to back pay for overtime work for heavily promotes resolving claims
choose between avoiding a which they became ellglble as a re- through alternative dispute resolu-
f I 6 r, I I runaway jury verdict by sult of a foul-up by the state Legisla- tion measures
y r. . takmg smaller financial ture The Legislature enacted a law in
oo lumps m a settlement or "Dan is a collaborator and a good 1997 that allows state agencies to
LI rislang a large verdict to thwart fu- hstener and understands and re- use ADR techniques, and Gov John
turefnvolous claims spects the various expertise that A Kitzhaber in July 2000 Issued an
Oregon Chief Risk Officer Dan others bnng to the table," Mr Wood executive order setting out how
Hartman is sensitive to those issues said That is evident, he said, when agencies should implement ADR m
- and knows how to balance them for the chief risk officer is discussing a a coordinated manner
the good of the state's coffens and significant claim against the state This effort parallels a comparable
pubhc pohcy, said Tmlothy Wood, with his claims adluster, the agency one that has been under way at the

. . . ) chief trial counsel for the Oregon facing the claim and Justice Depart- federal level for five years, noted Su-
The Oregon claims team, left to right, front row: Michael Baker, claims man- Department of Justice ment attorneys san M Marshall, dispute resolution

agement consultant; Rocky Jeffries, claims representative; Carolyn Han- Mr Hartman may have saved the "He's able to balance those van- coordinator for general government
cock, claims adjusler; Dan Hartman, chief risk offiqer; Jim S_orjte, claims st:ate tens of milhons of dqllars with ous mtemgts,“ Mr Wood said _agencies m Oregon Ms Marshall's
management consultant; and Brenda Schnee, claims specialist. Second that apgrqach m a lawsuit against All tort claims against the state go office is based out of the Risk 1VIan-
row, |eft to right: Dwayne Green, claims management consunant; Mel Be State Office for Services to Chil- thmugh the Risk'Management Divi- agement Division, a unit of the ()re--
Galvin-Conrad, employment claims consultant; Cort Dokken, supervisor; dren and Families mon, which resolves up to 95% of gon Department of Administrative
Dawn Nicholas, claims management consultant; and Michael Baird, claims Mr Hartman's Risk Management them itself The remaining claims Services

mana(ger/deput)é administrator. Not ég_icttured: Kent Rice, chief claims specia Division also is responsible for han- are assigned to a Justice Depart- Clauns 1VIanager and Deputy Risk

IS

ist and’Linda Roberson, claims speci dimg more than insurable claims It ment attorney, who works with a Continued on next page
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Management Division Administra-
tor Michael Baird said ADR has
prevented 80% to 90% of employ-
ment liability claims, a high-risk
claim for the state, from going to tri-

al. ADR has reduced litigation costs
for both sides as well as settlement

costs for the state, he said. It also has
allowed plaintiffs to both recover
their awards more quickly and, be-
cause they have not gone through a
bitter t:rial, return to work easily, he
said.

It is those high-stakes cases that
either are not candidates for ADR or
that ADR-fails to resolve where Mr.
Hartman balances the potential fi-
nancial hit the state could take
against how a settlement would af-
feet public policy, according to Mr.
Wood.

For example, the SCF, the state's
children services agency, was head-
ed to trial last fall over claims aris-
ing from the death of a 23-month-
old girl whonn the agency had
placed in foster care shortly after
birth and then returned to her
mother the following year. The
mother, who is mildly retarded, bat-
tered the toddler to death during a
psychotic episode.

The attorneys representing both
the girl's estate and an older brother
who was at the mother's home when
the girl was killed sought $6 million
of damages. The attorneys were able
to seek an award that would have
pierced the state's $200,000 per per-
son tort liability cap because they
alleged that the SCF's handling of
the case amounted to "deliberate in-
difference"” of the child's safety. If
the jury agreed, that would have vi-
olated the children's federal civil
rights, which is not subject to any li-
ability caps.

The state's attorneys were confi-
dent that the state would prevail at
trial, Mr. Baird said.

But, prior to trial last fall, Mr.
Hartman paid about $5,000 to con-
duet a couple of mock trials on the
case and consult with an expert who
has worked with the U.S. Depart-

ment of Health and Human Ser-

The result: By going to trial, the
state faced a jury award as high as
$70 million, Mr. Hartman said. At
that time, the state's self-insured lia-
bility fund had less than $38.9 mil-
lion of total assets, about $32.5 mil-
lion of that in reserves.

A day after the mock juries re-
turned their verdicts, Mr. Hartman
pressed the state's attorneys to offer
the plaintiffs the $1 million settle-
ment he was aware they likely
would accept. The case settled that
day.

The case led to some improve-
ments in how the agency assigns
cases, handles paperwork and docu-
ments the welfare of children it
places, according to Messrs. Hart-
man and Wood.

There are other cases, however,
that Mr. Hartman recognizes tran-
scend "dollars and cents" concerns,
Mr. Wood said.

Many claims against the Oregon
State Police are primary examples,
Mr. Wood said. "It is important for
law enforcement officers to know
they'll be supported if they comply
with (official) procedures."

In a recent case, a state police offi-

cer was sued by a suspected drunk
driver whom the officer shot in the

shoulder after the driver had scuf-
fled with the officer. After the scuf-

fle, the driver went to her vehicle,

RISK MANAGER OF THE YEAR

where the officer said he thought the
woman was reaching for a weapon.

The state, supported by the Risk
Management Division, defended the
officer in the civil rights case. A fed-
eral court jury in February, howev-
er, awarded the plaintiff $8 mil-
lion-$4.5 million of which were
punitive damages.

"No one could have seen that one
coming, not even the plaintiff attor-
neys," Mr. Wood said, defending the

decision to defend the case.

The state already has filed a mo-
tion for a new trial. The court ruled
that information about the plain-
tiff's criminal background was too
old to be relevant for the case, in-
cluding that she had been convicted

several years ago of filing false po-
lice reports, Mr. Wood said. The
court, however, allowed the plaintiff
to introduce evidence about the offi-
cer's altercation with another sus-
pected female drunk driver nearly
20 years earlier, he said.

Meanwhile, Mr. Hartman is con-
trolling the cost of handling claims
that are not covered by the state's
self-insurance program.

The Ikgislature in 1995 mistaken-
ly made salaried state government
employees eligible for overtime pay.
Lawmakers, who meet biennially,
corrected the mistake in 1997. A
state judge, however, ruled that the

state owed back pay to eligible state
workers who worked overtime dur-

T

ing that two-year period.

Nearly 14,400 current and former
state and higher education workers
belong to the class of affected work-
els. Initial claims estimates ranged
from $100 million to $200 miillion,
and the state already faces a $660
million budget shortfall for its
2003/2005 biennium.

Several developments, however,
have pared that potential loss to
around $5 million. Fewer than 2,000
claims have been filed. In addition, a
court has ruled that the state can use
a half-time pay rate, instead of time-
and-a-half, in calculating the over-
time pay it owes. The state also does
not owe interest on the overtime

pay, the court ruled.
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A group of current and former
state employees has appealed those
rulings

In 1999, the executive staff for the
Department of Administrative Ser-
vices directed the Risk Management
Division to set up a process to man-
age the claims, even though they
would not be covered by the state's
self-insurance fund. Each state
agency would be responsible for the
overtime pay it owed.

Mr. Hartman initially considered
hiring an outside claims adjuster but
decided that handling claims in-
house would be less costly. The divi-
sion hired eight full-time temporary
staff, many of whom are retired

Today, many insurers are telling you that integrated disability management is a new way to

cut your benefits costs. No kidding. For 15 years, our exclusive Matrix Absence Solutions,l

has delivered measurable results for hundreds of employers, including many of the star

performers in the Fortune 100. So while other companies are iust beginning to notice the

time clock, our time has come.

Our program has:

* Lowered disability durations by as much as 20%

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

 Achieved positive employee satisfaction ratings of 95%

Integrated with flexible, high-quality group disability coverage, this is the absence solution

with a proven track record. It's about money, and it's about time. To put Matrix Absence
Solutions- to work for your bottom line, call 800-351-7500, ext. 3798 today.

REURNCE STANDARD
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www. rsti.com
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An integrated benefits product from the Delphi Financial Group of companies. Wbrkers' compensation written, where applicable. through Safety National Casualty Corporation.
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Before working for his state, Hartman served his country

By DAVE LENCKUS

he U.S. Ai7ny snaifd Dan Hartman

first and even got him to contem-

plate a military career, but the in-

surance and risk management in-

dustry lured him next and for good.

Indeed, Mr. Hartman's experience

as an Army officer was what attracted one in-

surer during its own recruitment effort in the
early 1970s.

Ultimately, though, the buyer's side of the
industry captured Mr. Hartman's interest. Mr.
Hartman has spent that entire portion of his
risk management career with the State of
Oregon-beginning as a loss control manager
and rising to chief risk officer, a position Cre-
ated specifically to recognize his risk manage-
ment approach.

This year, a panel of 10 independent judges
recognized Mr. Hartman for his work in shap-
ing the state's risk management department
by naming him the 2001 Risk Manager of the
Year.

Mr. Hartman, the 24th recipient of the an-
nual award, builds on a tradition established
by his two predecessors, both of whom were
named to the Risk Management Honor Roll
during the past 17 years for their risk man-
agement accomplishments for the state.

Mr. Hartman, 54, is a transplant from the
Midwest. He grew up in the Chicago area, but
at age 12, his family began a series of moves
over the next six years. His father-a sheet
metal and iron worker-moved the family to
Florida, back to Chicago and then to southern
Wisconsin.

In 1965, Mr. Hartman followed his parents
and younger brother one more time in a move
precipitated by an earlier camping trip to
Oregon. Mr. Hartman, then 18 and a year into
his studies at the University of Wisconsin in
Madison, followed his family to the Beaver
State and has called it home for most of the
past four decades.

Mr. Hartman finished his bachelor's degree
in business administration, with a minor in
math, at Oregon State University in Corvallis
in 1968.

His college graduation coincided with the
peak of the Vietnam War. He was drafted into
the rnilitaly shortly after graduation.

Mr. Hartman said that while he never sup-
ported the role that the United States played
in that civil war, he did not see any palatable
options that would have allowed him to avoid
the draft. He could have continued his studies,
but he did not want to become a professional
student. He said he did not even consider
moving to Canada to avoid military service.

With a college degree in hand, he entered
the Army as a 2»d lieutenant. He was assigned
to the first battalion in the Army's 7th Cal-
vary-the unit that Gen. George Armstrong
Custer immortalized dunng the Army's Indi-
an campaign diiring the late 19th century.

After boot camp but before shipping him to
Vietnam, the Army assigned Mr. Hartman to
bases in Georgia, Oklahoma and Alaska,
where he received officer training and rose in
rank to 1st lieutenant. Mr. Hartman enter-
tained thoughts of mahng a career in the mil-
italy.

In mid-1971, he was shipped out to Viet-
nam, and his unit was assigned to a forward
position.

The assignment changed the course of his
life, and nearly claimed it.

During a battle a couple months into his
Vietnam tour, he was directing his men to
cover their flanks when a 30-caliber enemy
round tore through his stomach just below his
sternum.

It was a serious injury that required months
of hospitalization in Vietham and stateside.
When he was well enough to travel to a U.S.
hospital, the Army moved him to a facility
near Fort Lewis. The post, located in the
Tacoma, Wash., area, was the base closest to
Mr. Hartman's home.

After Mr. Hartman was released from the
hospital, the Army assigned him to Fort Lewis
to serve out the last couple of months of his
four-year hitch.

During that period, Mr. Hartman came to a
career crossroads. While recuperating in the
hospital, the Army offered him a regular offi-
cer's commission. It was the second time the
sevice tried to entice him to choose a military
career. The first offer came while he was sta-
tioned in Alaska from 1969 to 1971.

The soft-spoken Mr. Hartman says he occa-
sionally thinks about how his life might have
been different had he accepted an officer's
commission. But he says the one major draw-
back of Army life that he never would have
wanted to accept was putting the service be-
fore his family.

During his stint at Fort Lewis, another or-
ganization recruited his services. Seattle-
based insurer SAFECO Corp., which had a
reputation as a training company, was re-
cruiting military officers with college degmes.

Mr. Hartman met with representatives from
several SAFECO departments, including
claims, underwriting and marketing

"The guy in charge of claims really im-
pressed me," 1VIr. Hartman recalled. "And the
job-handling claims, meeting people, mak-
ing decisions--sounded kind of interesting"

Mr. Hartman was with SAFECO from 1972

until 1976, adjusting both residential and
commercial property/casualty msurance
claims, including some workers compensation
claims. He won the Adjuster of the Year
Award in the company's Oregon claims divi-
sion-one of SAFECO's largest claims divi-
sions-his first year with the insuifr. By 1976,
he had been promoted to adjuster in charge at
the company's Portland, Ore., claims office,

On track to become a claims divsion head,
Mr. Hartman had a promising future at
SAFECO.

But his professional interests began to shift
as he learned more about insurane., risk and
risk management.

"l was getting interested in the other side of
the business-prevention-not just picking
up the pieces" by adjusting claims, he ex-
plained.

To explore the loss prevention md of the
business, Mr. Hartman in 1976 took a position
as a claims and safety representative with the
Seattle office of Gallagher Bassett Services
Inc., the risk management services subsidiary
of broker Arthur J. Gallagher & Co

Gallagher's clients included chains of big
stores, other commercial risks, churhes and
schocls without dedicated risk managers, he
recalled. Mr. Hartman was able to immerse
himself in his clients' safety, prcperty ap-
praisal and risk financing efforts as well as
their claims-handling operations.

About midway through his seven-year
tenure with Gallagher, where he was promot-
ed to branch manager in Seattle, Mr. Hart-
man began entertaining thoughts of switching
from the vendor end of the business to risk
management. But he delayed makir_g a move
because of the number of projects he had un-
derway and the good relationships he had
with his clients.

By 1983, though, he was beginnir-g to miss
Oregon. He also had turned down several po-
sitions with Gallagher that would have taken
him farther away from the state he had
adopted as home. He said he felt that had
jeopardized his potential to advance further
with the company.

He had learned of an opening for a loss con-
trol and insurance manager in the state of
Oregon's Risk Management Division. Mr.
Hartman approached the division's adminis-
trator, Gene Snyder, about the position.

"He said, 'This is real risk management
You'll really get your hands into it," " Mr
Hartman recalled.

Mr. Snyderhired Mr. Hartman in 1983. The
next year, Mr. Snyder was named to the Busi-
ness Insumnce Risk Management Honor RolL

Honoree hponors his peers i

Hartman recognizes his colleagues for their role in his success

DHOTC: wI'CHAEL MARCOTTE
Dan Hartman hoists his award at the Risk

Manager of the Year luncheon ceremony.

In 1988, Mr. Hartman was promoted to
deputy administrator/loss control and finance
in the Risk Management Divion. The same
year. C. Daild White wok over as the Risk
Management Division's adm_nistrator.

Five years later, Mr. White was named to
the Honor Rell. At that time, no other olgani-
zation had more than one of its risk managers
honored by the Risk Manager of the Year
competition.

Mr. White. who still works for the state as
administrator of the staze's Facilities Division,
left the Risk Management Division in 1996,
and Mr. Hartman was named division admin-
istrator.

Within two years, though Mr. Hartman
saw his role evolving. He was addressing the
state's risk on a more holistic basis while also
pushing risk management deeper into agency
management Like some of his peers at global
companies in the private sector, Mr. Hartman
was more like a chief risk officer. His supervi-
sor agreed, and Mr. Hartman was appointed
as the state's first CRO in 1998.

Mr. Hartman and his wife, Connie, have
been married for 25 years. He has two chil-
dren-Angie 30, and Wade, 27-and a step-
daughter, Erin, 30.

In their leisure time. the Hartmans enjoy
camping and backpacking. They also like to
travel, mainly in the Northwest.

Mr. Hartman also is a bow hunter. He
strictly hunts elk.

The Hartmans live 20 miles south of Salem
in Marion County.

By DAVE LENCKUS

s a mw recruit in aprop
erty/casualty insurer's
claims adjustment de-
partment in 1972, Dan
Hartman was struck by
the first news article he

ever read about risk management.
"What are you talking about?
Risk management? That's pretty in-
teresting"” Mr. Hartman recalled
saying to himself as he began read-
ing the article in Business Insur-

ance

His fascination with the field

only intensified over the next sever-
al years, especially after he took a
position with a risk management
services vendor in 1976 and began
working with risk managers.
"Maybe someday | could get that
job," Mr. Hartman, now the chief

risk officer for the state of Oregon,
recalled musing a quarter-century
ago.

Holding up the crystal obelisk
that signifies his selection as the
2001 Business Insumnee Risk Man-
age of the Year and referring to the
23 previous winners of the annual
award, Mr. Hartman told a roomful
of well-wishers at his award cere-
mony: "I never thought | would get
my name on the same list as those
people."

Ten independent judges selected
Mr. Hartman for the award, mark-
ing only the third time in 24 years
that a risk manager for a govern-
mental entity has mceived the hon-
or. Business Insurance Senior Edi-
tor Dave Lenckus, Publishing Di-
rector Kathlyn J. Mcintyre and Ed-
itor Paul D, Winston presented Mr.
Hartman with the award during a

luncheon ceremony in Salem, Ore.,
on April 5.

After recounting his introduction
to risk management, Mr. Hartman
quickly stressed that he never
would have been considered for the
award "if it weren't for eveiyone in
this room."

He recognized:

* His workers compensation
team at Salem, Ore.-based SAIF
Corp. The quasi-governmental in-
surer covers the state's workers
compensation risks and has worked
with the state's Risk Management
Division to sharply curb workers
comp costs since the late 1980s
through injury management ef-
forts.

» The Oregon Chapter of the
Public Risk Management Assn.
"They are our public partners," he

Continued on next page
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Dan Hartman, center, with representatives of the Oregon chapter of the
Public Risk Management Assn., left to right: Director Deane Bristow, Lin-
coin County; Secretary Dwayne Kroening, Clackamas Ccunty; Director
Karen Selander, Corvallis School District; Treasurer Allen Bunch,
Chemeketa Community Col ege; Vp David Donaldson, city of Wilsonville;
Director Valerie Saiki, Cit) County Insurance Services; President Bob
Osip, Washington County; Director Gary Deverell, cit/ of Gresham.
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said, referning to the Risk Manage-
ment Division's practice of team-
ing up w=>ith other public entities in
the state on legislative issues and
claims defense work.

= Supervisors Mike Greenfield,
director of the Department of Ad-
ministrative Services, and Colleen
Sealock, deputy director of the de-
partment. Mr. Hartman runs Ore-
gon's Risk Management Division,
which is a unit of Administrative

Services.

Mr. Hartman also recognized C.
David White, currently the admin-
istrator of the state's Facilities Di-
vision and formerly the Risk Man-
agement Division administrator
and Mr. Hartman's boss; and
Cameron Birnie, administrator of
the Oregon Transportation, Pur-
chasing and Print Services Divi-

"These people have been my true
inspiration,” Mr. Hartman said.

= Oregon Gov. John A. Kitz-
haber. "His mission has helped us
manage risk," said Mr. Hartman,
referring to the governor's direc-
tive to state agency managers to
keep on top of their workers comp
costs, his leadership in the state's
Y2K computer bug loss mitigation

efforts and his natural resources
conservation efforts.

- His brokers at Marsh USA Inc
in Portland: Gil Henderson a man-
aging director, and Chuck Hersh, a
senior vp. The broker has success-
fully bid for the state's business
since 1987. "They've given us
darned good advice for 14 years,"
Mr. Hartman said.

Mr. Hartman's most glowing
praise, however, went to all the
current and fortner staff of his
"great Risk Management Divi-
sion.”

"You are our most important as-
set. Without you, we never would
have done this," Mr. Hartman said,
referring to the Risk Manager of
the Year award. Mr. Hartman cited
in particular Kathleen M. Wood,
safety and risk manager; Michael
Baird, claims manager and deputy
administrator of the division; An-
drea Peters, insurance and opera-
tions manager; and Robert A. Nies,
finance analyst.

Mr. Hartman extended his final
aclmowledgments to his wife of 25
years, Connie, and his parents,
Harold and Betty Hartman.

He concluded his acceptance
with an aphorism about success
that one of his staff recalled earlier
that day. Quoting baseball great
Yogi Berra, who is nearly as fa-
mous for his many creative turns of
phrase, Mr. Hartman said: "It ain't
bragging if you've done it."

Mr. Nies led off the toasts and
roasts that followed Mr. Hartman's

award acceptance. "Dan may not

have much on top, but he's got a lot
i inside.”

CAlllng Mr. Hartman "a man of
heart and integrity," Mr. Nies not-
ed that he initially thought he

i would work for the state only two
years but that he has stayed for

more than 11 years "because of
Dan.”

Mr. White, who was named to
the Risk Management Honor Roll
in 1993, congratulated his one-
time subordinate and thanked him
for his work during the nine years
they worked together.

"All the years Dan and | worked
together, | appreciated very
much,” Mr. White said.

RISK MANAGER OF THE YEAR

Bob Osip, the president of the
Oregon chapter of PRIMA, com-
mended Mr. Hartman for the Ore-
gon CRO's "great work" with the
chapter and for "promoting
statewide intergovernmental coop-
eration.” Mr. Osip also is human
resources and risk services manag-
er for Washington County, Ore.

Mr. Greenfield and Ms. Sealock,
Mr. Hartman's supervisors, both
extended their congratulations.

"We're really glad he has made
us look good,' said Mr. Greenfield,
who also noted the work of Mr.
Hartman's staff and the state's de-
fense attorneys.

Mr. Henderson of Marsh and

SAIF Senior Vp Brian Steffel also

extended their congratulations.
Ms. Wood wrapped up the event
by noting that she, 1:ke Mr. Nies,
initially had planned to work for
the state only two to three years.
Ms. Wood said she has remained
with the Risk Management Divi-
sion for 14 years because of Mr.

Hartman.

Ms. Wood told Mr. Hartman on
behalf of the division's staff:
"We're real proud of you, and
you're a wondeful person to work

for.

She closed by quipping: "You got
the award because of our hard
work, so we didn't buy you any-

thing. But we got you a real nice
card back at the office."
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Risk Manager of the Year Dan Hartman, center, with Business insurance

staff, left to right: Paul D. Winston, editor; Kathryn J. Mcintyre, publishing
director; Martin J. Ross 111, publisher; and Dave Lenckus, senior editor.
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Baxter sees the risk management forest for the trees

By ROBERTO CENICEROS

few days after a recent earthquake rattled the
Puget Sound area, a waiter offered some friendly
advice to Gary A Baxter.

"Buy insurance," advised the waiter, whose lim-
ited English-speaking skills led him to believe
that Mr. Baxter is a college chemistry professor.

Mr. Baxter isn't a professor, but he does know a few
things about insurance. He is assistant treasurer and direc-
tor of insurance for a Fortune 500 company, Federal Way,
Wash.-based Weyerhaeuser Co. The forest-products compa-
ny owns properties valued at $16.4 billion and generates $15
billion in annual revenue.

Contrary to the confused waiter's advice, Mr. Baxter
works at steering clear of insurance purchasing. Under his
direction, Weyerhaeuser has a sizable appetite for risk, rely-
ing less on insurance than on risk retention, coupled with
attentive loss prevention measures.

To make that a successful philosophy, Mr. Baxter's 12-
person insurance department includes two fire-protection

engineers. They oversee constant inspections of more than
400 properties, including high-value pulp mills and high-
hazard sawmills and wood product plants. His department
also oversees marine coverage for Weyerhaeuser's world-
wide shipping operations and issues 2,200 surety bonds an-
nually for timber-cutting projects and six nationwide hous-
ing construction units.

Property/casualty professionals in his department also act
like underwriters, assessing Weyerhaeuser business units
"premiums" to finance company self-insured retention
funding pools (see story, page 91).

The insurance department also supervises offshore cap-
tive facilities that return a profit by insuring products
shipped for Weyerhaeuser customers. Insuring third-party
business allows Weyerhaeuser to take a tax deduction for
premiums paid into its captive, Mr. Baxter said.

In all, the company pays less than S30 million annually in
premiums to third-party insurers, which Mr. Baxter says is
a small amount given the company's size.

For successfully managing such a department, Mr. Baxter
has been named to Business Insurance's 2001 Risk Manage-

ment Honor Roll, representing companies with sales ex-
ceeding $300 million annually.

Weyerhaeuser has long recognized the importance of Mr.
Baxter's role. The company's formal management structure
calls for him to report to the company treasurer. But the
company's executive vp and chief financial officer, William
C. Stivers, has ordered that Mr. Baxter be granted signifi-
cant autonomy in managing the insurance department.

"It's a result of a long track record of effective manage-
ment of the company's insurance program that allows that
to happen," said Richard J. Taggart, Weyerhaeuser vp and
treasurer. "There is just a high degree of confidence in Gary
and his whole department. He has a very capable staff, and
Gary does a good job of bringing out the best in them."

Mr. Baxter's success in managing an insurance program
depends in part on avoiding needless complexity.

Concepts such as "integrated risk management” and
"holistic risk management,” are interesting theories worth
pondering, Mr. Baxter said. But they are "totally ridicu-
lous" practices for a large corporation, he added.

Continued on next page
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Contznued from prevzous page erties to accumulate funds for a captive owners can deduct such a risk management department to pay a broker, let's do it m-house,”

He also beheves that traditional self-Insured retention pool used to premiums only in cases where the contain the depth of manne insur- Mr Baxter said
risk management responsibilities pay for losses above $ 1 milhon but captive insures a significant ance knowledge found within hls, The insurance department issues
should be kept separate from the below the property deductible amount of third-party business because that responsibility is often performance bonds to ItS SIX
management of business, or enter- Above the deductibles, blanket and retains the risk for doing so left to brokers homebullding units to meet re-
prise, risks "For me, gettmg them hmits are provided for 55% of any Yet Weyerhaeuser does not place Weyerhaeuser's insurance de- quirements set by local govern-
under the realm of msurance and loss by Factory Mutual Insurance coverage in its captive solely for partment also generates $880,000 ments nationwide, said Allison
gettmg them under nsk managers, Co -which does business as FM tax advantages, Mr Baxter said m annual premiums and reahzes Nom Weyerhaeuser's surety bond
that is quite a stretch,” he said Global-Mr Baxter said Then, Weyerhaeuser's insurance de- commission savmgs of $250,000 administrator Bonds also are is-
Mr Baxter's oft-repeated mot- S250,000 in coverage for the re- partment directly purchases pro- for administering its own bond sued to company timber-cutting
to-"Engineer toward a Chevrolet, maining 45% above the SIR is pro- tection and mdemnlty coverage program Weyerhaeuser's bonds operations Those are required in
not a Cadilac"-guides Weyer- vided by Weyerhaeuser's Ver- from the Norway-based Gard P&l are wntten through SAFECO case the lumber:jacks accidentally
haeuser's constant loss control mont-based captive, ver Bes' In- Club for Weyerhaeuser's sub- Corp and Travelers Insurance Co , cut trees m forest sections where
measures That means every Wey- surance Co Six relnsurers provide sidiary, Westwood Shipping and Weyerhaeuser assumes the they are not permitted to do so
erhaeuser property receives at blanket limits above the captive's Lines Brokers are used to access risk through indemnification But any losses the lumberlacks
least one basic, thorough annual coverage The captive essentially is marine Insurers in Norway, Loo- agreements with both surety com- expenence are charged to the local
loss prevention inspection, while used to access the reinsurance don and the Umted States for hull panies "Normal commission on Weyerhaeuser managers as a
high-value plants with complex market, Mr Baxter said and machinery coverage bonds 15 30%, so you can see 30 prevention mcentive, Ms Norr
operations receive at least two in- Weyerhaeuser's insurance de- Mr Baxter said it is unusual for times that volume Rather than said m
spections a year partment also assesses company
Yet mspection recommendations umts to fund a hat)ility pool,
are rejected if they do not add sub- though many safety programs-
stantially to safety, explained Joel such as fleet safety and workers
Gaither, Weyerhaeuser property compensation-are the domain of
insurance and fire protection other Weyerhaeuser departments,
manager The company doesn't Mr Baxter said
pay for extra frills
Stlll, Weyerhaeuser pays for four captives, 1ncludmg ver Bes'
more mspections than property m- and a Bermuda-based facility But
surers typically require, said Mr the Bermuda captive is currently "4*11

Weyerhaeuser currently owns

Baxter, who was an insurance m- mactive and the remaining two
dustry fire protection engineer be- captives came with two corporate
fore he iomed Weyerhaeuser 30 acqwsitons Those two eventually
years ago willl be run off

Insurers pay greater attention to Only property and marine cargo
the higher-value facilities they risks are insured through ver Bes'
cover, he said For example, prop- That practice conforms to a Wey-
erties valued at $5 nulllon may get, erhaeuser philosophy of keeping
at most, one msurance company captive coverages simple, yet ef-
property loss-prevention mspec- fective

le>S

tion when coverage is placed, "There have been a lot of com-

unthout any foLlow-up visits pames that have formed a captive
Properties with values up to $10 and Jammed a lot of stuff m it that
milhon might receive an insurance frankly did not make very good
mspection every three years, Mr sense,” Mr Baxter said "There
Baxter explained are a lot of other things we could
. But that's not the case for Wey- put in it that other people do But
erhaeuser properties "We have a we don't think it makes good B st
plant inspected once a year,” Mr sense "
Baxter said "l don't care what size Between 1976 and 1998, Weyer-
it is, because we have people there haeuser captives earned $338 mil-
and we want them to be safe " hon in profit from msurmg cus-
To conduct mspections, Weyer- tomer cargo nsks, Mr Baxter said
haeuser contracts with three prop- During that time, his department's ~f1
erty loss-prevention vendors, and operating expenses totaled $17 1
alternates their visits to each facil- milhon That means captive oper-
ity, Mr Gaither said "We found ations have returned a $16 7 mil-
that by having different eyes go in hon profit after paying for his de-
and see the properties, and alter- partment's operation
natmg mspections, you end up By Insuring Weyerhaeuser prod- 1
with better quality” ucts sold and shiPped to customers <
Weyerhaeuser also sets mspec- worldwide, the captive also makes
tion quality parameters the ven- Weyerhaeuser products more
dors must follow Weyerhaeuser's competitive Once company prod-
fire protection engineers then re- ucts are loaded onto Weyer-
view the inspection company re- haeuser's five freighters and other
ports for necessary safety im- ships the company charters, they
provements and to judge the qual- typically become the customer's
ity of the Inspections property, Mr Baxter explained
Each inspection company re- Through ver Bes' Insurance Co,
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ceives a yearly grade-from A to F Weyerhaeuser provides insurance
-from Weyerhaeuser, much hke a for those products as they are be-
school report card Two of the in- ing shipped But customers typi-
spection companles have failed in cally purchase Weyerhaeuser's
the past, but they have since im- coverage for a sigmficantly lower
proved their performance to an premium compared to the tradl-
A- tional market That reduces slup-

"They probably thmk Weyer- pmg costs and makes Weyer-
haeuser is a gigantic pain in the haeuser more competitive (see sto-
butt, but we are a big chent and ry, page 90)
we are professional,” Mr Gaither To help managers throughout
said "It has really paid off" the company understand the m-

The property loss control mea- surance opportunities for their
sures allow Weyerhaeuser to as- products shpped to more than 75
sume greater risk The company countries, Weyerhaeuser's insur-
maintams a deductible of $1 mil- ance department created a 22-
lion, $5 milhon or $10 milhon for page booklet titled "Learning and
each property, depending on the Applying Principles of Marine
facility's value and operations Cargo Insurance "

Most busmess units that experi- Insurmg customer purchases al-
ence a loss, however, pay out of lows Weyerhaeuser to deduct pre-
thew operating funds only a $1 miums paid into its captive, be-
milhon deductible But the msur- cause the practice conforms with
ance department assesses all prop- court decisions that have found
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Marine program gives Weyerhaeuser a competitive edge

By ROBERTO CENICEROS

N unusual $5,000 de-

ductible for marine

cargo coverage sold to

customers who pur-

chase Weyerhaeuser

Co. products reduces
losses and administration costs
and gives the forest products
company a competitive advan-
tage.

The deductible is "absolutely
unreal in marine cargo insur-
ance," said Elizabeth Kennedy,
Weyerhaeuser's marine insur-
ance manager. "It's always first-
dollar coverage. | don't know of

any insurer that has a de-
ductible.”

The deductible is also unusual
because customers of the Feder-
al Way, Wash.-based company
never pay it. If they experience a
loss, the Weyerhaeuser sales unit
that provided the customer with
the products actually pays the
deductible, even though the cus-
tomer is the policyholder. In
other situations, however, the
Weyerhaeuser unit may be the
insured if it owns the product
being shipped.

Several factors special to Wey-
erhaeuser make the arrange-
ments possible.

The company owns five mas-
sive cargo ships and charters
others to haul its products to
customers in more than 75 coun-

tries. It also has an insurance de-

partment that is savvy about
marine coverage and manages a
Vermont-based captive that par-
ticipates in its cargo insurance.
The cost of the insurance is

charged to Weyerhaeuser busi-

(By keeping that
(cargo coverage) mte
low, it gives our peo-

ple a little edge on the
market. '

- Elizabeth Kennedy

Weyerhaeuser Co.

ness units and is included in the
amount their customers pay for
their products.

Thanks to Weyerhaeuser's loss
prevention measures, its cargo
coverage is priced below the rate
typically charged by most insur-
ers. That gives the sales depart-
ments a competitive advantage
in reducing their customers' to-
tal costs.

"By keeping that rate low, it
gives our people a little edge on
the market because they can sell
their product just a little lower,”
Ms. Kennedy said.

The cargo insurance is broad
because it covers products from
warehouse to warehouse, Ms.

Kennedy said. That means the

Baxter won't place

By ROBERTO CENICEROS

eyerhaeuser Co.,s

Insurance Depart-

ment maintains

long-term rela-
tions with insur-
ers, brokers and
other industry vendors.

But just how much attention
brokers and property inspection
consultants give certain respon-
sibilities can vary widely, said
Gary A. Baxter, assistant trea-
surer and director of insurance
for the Federal Way, Wash.-
based forest products company.

Therefore, Mr. Baxter con-
tracts with several brokers and
consultants to tap their various
strengths and market focus.
Some brokers pay greater atten-
tion to risks that generate large
premiums while losing their fo-
cus on smaller risks, he said. Yet
others approach the smaller
risks with greater enthusiasm,
he added.

Weyerhaeuser contracts with
four brokers for coverage in dif-
ferent areas, Mr. Baxter said.
While they do not compete in
any one area, they are aware
they can be replaced if their ser-
vice fails.

"They all know they only have
a piece of the pie, and they all
know the other one is out there,"”
Mr. Baxter said. In fact, one bro-
ker's service level to Weyer-
haeuser and to other risk man-
agement accounts fell off while
the broker was undergoing a
merger, he explained. That bro-

ker lost sonne Weyerhaeuser
business because of its service
decline but now it pays greater
attention to the remaining Wey-
erhaeuser account, Mr. Baxter
said.

Mr. Baxter relies on Marsh Inc.

and Aon Group Inc. to place
risks with international expo-.
sures because of their access to
worldwide markets. Weyer-
haeuser's marine risks, for ex-
ample, are placed with markets
in London, Norway and the
United States. Marsh and Aon
also place other insurance for
Weyerhaeuser, such as coverage
for the 16 aircraft that Weyer-
haeuser owns.

Increasingly, however, Mr.
Baxter has found advantages in
turning to a smaller broker,
Tacoma, Wash.-based Raleigh
Schwarz & Powell. The broker
places Weyerhaeuser's general
liability coverage, which is a
worldwide program.

"They are a smaller broker.
They work hard. They have the
time,” Mr. Baxter said. "Unlike
a bigger company, they really
get in there and dig."” Smaller
brokers also are favorable, he
said, because they have an ap-
petite for smaller risks that large
brokers may not give much at-
tention.

To place coverage for its real
estate units, though, Weyer-
haeuser relies on Acordia Inc.
The real estate units need insur-
ance for many small facilities,

including office buildings be-
longing to builders and home-

cargo is covered for dannage
from the time it leaves a Weyer-
haeuser mill, travels by truck or
train to a dock, is loaded on a
vessel and hauled across the
seas. Coverage ceases when a
customer takes delivery.
Weyerhaeuser's insurance de-
partment adopted the $5,000 de-
ductible in 1999 after observing

that most losses fall under that
amount and that it costs more
than $5.000 to administer and
pay the claims, Ms. Kennedy
said.

But Weyerhaeuser customers
likely are unaware their cover-

age actually has a deductible be-
cause it is not mentioned on

their insurance certificates. If
they have a loss of $5,000 or less,
the Weyerhaeuser sales depart-
ment they purchased from pays
the claim.

Several Lloyd's of London
syndicates insure losses above
the $5,000 deductible, up to $20
million.

Lloyd's cedes the first $1 mil-
lion to Weyerhaeuser's Vermont
captive, ver Bes' Insurance Co.
Throughout several decades,
Weyerhaeuser has suffered only
one loss exceeding $1 million in
the early 1990s, Ms. Kennedy
said.

Premiums for the cargo insur-
ance are charged to the sales
units, based on the type of prop-

erty they ship, various insuring
conditions and on their loss ra-

all his busi

owner associations.

Most of Weyerhaeuser's con-
tracts with brokers are fee-
based rather than commission-
based, Mr. Baxter said. The com-
pany spends about $2.5 million
annually for the services of bro-
kers, two third-party adminis-
trators and two captive man-

agers.

' (rhe brokers) all

know they only have a
piece ofthe pie, and

theyall know the other

one isout mere.’

- Gary A. Baxter

Weyerhaeuser Co.

The amount is low because his
staff tracks insurance markets
and buys direct when possible,
Mr. Baxter said. By directly
placing 56% of its premiums,
Weyerhaeuser saves about $2
million annually in broker fees

and commissions.

"There are a lot of companies
that have to call their broker 10

times a day for various reasons,"”
Mr. Baxter said. "We don't.”
Insurance that Weyerhaeuser
purchases through brokers in-
cludes: excess casualty, joint-
venture liability, directors and
officers liability, wrap-up pro-

- -1
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Gary A. Baxter, center, with his Weyerhaeuser Co. bosses, at left,
Richard J. Taggart, vp and treasurer, and William C. Stivers, execu-

tive vp and chief financial officer.

tio, Ms. Kennedy said.

"If a premium loss ratio is get-
ting to an unacceptable stage,
we are going to bring that to the
attention of the business (unit)
with a memo or telephone call,”
Ms. Kennedy said. "We might
even sit down with them.”

The sales department shipping
the product may need to take
certain loss prevention actions,
such as improving their packag-
ing methods. Most damages oc-
cur during handling, she noted.

To stem problems, the insur-
ance department maintains a so-
phisticated claim-tracking sys-
tem to analyze factors such as
which ports or customers are ex-

periencing the most losses and
the cause of those losses. That

attention to claims data can
eliminate recurring damage.

For example, one investigation
of recurring losses found a
transportation company in Ger-
many had been putting Weyer-
haeuser products aboard a rusty
barge with damaged hatch cov-
ers. The cargo suffered water
damage. The transportation
company also had been loading
cargo atop gravel, which caused
damage.

Atter Weyerhaeuser's scrutiny,
the transportation company ac-
quired better barges, Ms.
Kennedy said. m

ness in one basket

gram coverage, aircraft and hull
liability, excess crime, builders
risk and coverage for hunting

clubs that use some of the mil-

lions of acres owned by Weyer-
haeuser.

Direct purchases include prop-
erty and business interruption,
marine cargo, protection and in-
demnity, and surety bonds. The
company pays less than $30 mil-
lion annually to third-party in-
surers, Mr. Baxter said.

For property loss control ser-
vices, Weyerhaeuser contracts
with FM Global, Marsh Inc. and
Iselin, N.J.-based Global Risk
Consultants Corp.

Weyerhaeuser has extensive
ties with FM Global and pur-
chases property coverage from

the insurer. Their business rela-

tionship dates back 32 years. Mr,
Baxter is a member of FM Glob-
al's Risk Management Executive
Council, a group of risk man-
agers that provide the insurer
with feedback. In addition, Wey-
erhaeuser's executive vp and
chief financial officer, William
C. Stivers, is a member of FM
Global's board of directors, and
two of Mr. Baxter's fire protec-
tion engineers are former FM
Global employees.

Maintaining long-term busi-
ness relations with a company
such as FM Global depends on
not taking advantage when the
market is against the insurer,
said John Lambdin, Weyer-
haeuser insurance manager and

manager of office administra-
tion.

"We have many long-term re-
lations, so depending on the
market, we have an understand-
ing with most of our providers
when we have the leverage we
don't rake them over the coals,”
1VIr. Lambdin said. "Some peo-
ple's strategy is, 'Go to the mar-
ket and get the lowest price re-
gardless.' When a market turns,
like it is now, those people have
the most trouble and see the
biggest increases.”

While Mr. Baxter has exten-
sive ties and considerable re-
spect for FM Global and its loss
control experts, the insurer's
strength is focusing on larger,
more sophisticated risks, he said.

"They are one of our absolute
largest suppliers _and business
partners, but as a matter of fact
they don't take the smaller risks
as seriously as we do," he said.
Therefore, Mr. Baxter also uses
Marsh Inc. loss control consul-
tants for smaller risk oversight.
Weyerhaeuser has a 50-year his-
tory of working with Marsh.

Despite how close Mr. Baxter
may be with an insurer, he does
not like to place all his coverage
in one market.

He does not place 100% of
Weyerhaeuser's property, surety
or marine hull and machinery
coverage with only one insurer.
Leveraging a major program
between two or more insurers
improves pricing, terms and
service. It also minimizes cap-
acity problems should the mar-
ket tighten, Mr. Baxter's staff

says.
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Business units fund pools to pay liability, property losses

Pools finance Weyerhaeuser's retentions

By ROBERTO CENICEROS

eyerhaeuser Co.'s

13l business s

-,2 premiums to pay
for liability and property losses

that fall within corporate self-in-
sured retentions.

To cover claims within a $10
million SIR for liability losses,
the insurance department assess-
es each Weyerhaeuser business
facility based on its location, au-
tomobile fleet, operation type,
overall size, and most important-
ly, its loss history, explained Bill
Moore, liability manager for
Weyerhaeuser's insurance de-
partment.

"It's much like an insurance

company would do," he said.
Claims that fall within the SIR
are then paid from the resulting
pool.

Plant managers do not face a
deductible for liability claims
their units generate, Mr. Moore
said. They have first-dollar cov-
erage. But the greater their loss-
es, the greater the premium
charged, encouraging individual

managers to pay attention to
their losses.

"We want each business to be
focused on the concept that they

are responsible for a claim," Mr.
Moore said.

But the blow from a severe loss
is softened for individual busi-
ness managers because the pre-
miums charged is averaged over
a facility's seven-year claim his-
tory, Mr. Moore said. Additional-
ly, alllosses are capped at $1 mil-
lion for calculating a business
unit's pool assessment, said Gary

A. Baxter, Weyerhaeuser's assis-
tant treasurer and director of in-

Premiums paid by the business
units typically amount to one-

third of what they would pay
were they to purchase liability
coverage from an insurer, Mr.
Mocre said. The majority of the
assessment funds the pool to pay
self-funded losses while a portion
pays for excess insirance cover-
age and administra:ion expenses.

Also, to keep individual man-
agers aware of their liability
claims, the insurance department
swice a year sends them a loss re-
port. The report de-ails the num-
ber and nature of their claims.
Most stem from automobile and
truck accidents, slip-and-fall in-
juries and from inj iries suffered
by contractors working on Wey-
erh:euser property. The liability
pool was set up 20 years ago, Mr.
Baxier said.

Excess of the $10 million SIR,
Weyerhaeuser purchases $200
million of liabilisy insurance
from five companies participat-
ing in a layered program. The
five companies are Munich Rein-
surance Co., American Interna-
tional Group Inc., Chubb Corp.,
Gerling Group and Starr Excess
Liability Insurance Co. Ltd., a
unit of AIG, Mr. Baxter said.

Weyerhaeuser takes a different
tack to property losses that fall
within an SIR, Mr. Baxter said.
Plant managers do not have first-
dollar coverage for property loss-
es. They face a $1 million de-
ductible.

Weyerhaeuser purchases cover-
age with deductibles of $1 mil-
lion, $5 million or $10 million for
each property, depending on the
facility's value. Lasses between
the S| million a plant manager is
responsible for and the compa-
ny's SIR are paid out of a proper-
ty SIR pool, which is funded by
an assessment on all company
units. Weyerhaeuser instituted
the property self-funding pool
about seven years agi.

Weyerhaeuser's insurance de-
partment calculates the property

PHOTO: M CHAEL MARCOTTE

The Weyerhaeuser corporate insurance department front row, left to right:
Allison Nom surety bond administrator; John Lambdin, insurance manager
and office administration manager; and Elizabeth Kennedy: marine insur-
ance manager. Second row, leftto right: Cindy Crawford, insurance adminis-
trator; Bill Moore, liability manager; Detta Hanson, liability claims manager;
and Lori Rose, insurance administrator. Third row, left to right: Joel Gaither,
property insurance and lire protection manager; Travis Allen, fire protection
engineer; Mark Taylor, insurance finance manager; and Gary Baxter, assis-

tanttreasurer and director of insurance.

pool premium charged to indi-
vidual company units by obtain-
ing insurance quotes every two or
three years for coverage with a $1
million deductible. The insurance
department then assesses the
business unit an amount equal to
the difference paid for the actual

1/Ve want each

business to be

focused on the
concept that ther are
responsible /br a

daim.’
- Bill Moore

We>erhaeuser Co.

deductible the company main-
tains and what an insurer would
charge if Weyerhaeuser pur-
chased coverage with a $1 million
deductible for the individual fa-
cility.

The liability and property self-
insured funding pools comple-
ment each other, Mr. Baxter said.
If one year, for example, the
property pool suffers large losses,
the insurance department can
borrow from the liability fund.

The amount of funds Weyer-
haeuser maintains in the pool for
financing liability claims is based
on reserves for known losses and
incurred-but-not-reported losses,
explained John Lambdin, Weyer-

haeuser insurance manager and
office administration manager.
The amount of money amassed
for the pool for property losses
depends on an average amount
required to pay two substantial
claims, he added.

When losses remain low and
the two pools amass more funds
than necessary, the department
sends Weyerhaeuser business
units a refund, much like a divi-
dend some insurers return to cus-
tomers, Mr. Lambdin said. 1
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Baxter manages a smooth transition during mergers

By ROBERTO CENICEROS

hen Weyerhaeuser

Co. acquired

British Columbia-

based MacMiillan

B16edel Ltd. in

1999, Gary A.
Baxter organized a retreat, com-
plete with a television game-
show-style trivia quiz, for his
staff and two risk management
employees from the acquired
entity.

Mr. Baxter took other mea-
sures to assure a smooth transi-
tion, such as convincing upper
management to retain the Cana-
dian companys risk manage-
ment staff for 10 months. Mean-
while, he dealt squarely with
the MacMillan employees by im-
mediately informing them that
their posit.ons with Weyer-
haeuser were temporary, and
by explaining the terms of a sev-
erance package, Mr. Baxter
said.

The risk management employ-
ees were the first twc people at
MacMiillan to learn about their
future after the Weyerhaeuser
acquisition. Even though they
would be laid off, that under-
standing eased an uncertainty
that had hung overnead, Mr.
Baxter said.

The strategy paid cff, agreed
Detta Hanson, liability claims
manager for Tacoma, Wash.-
based Weyerhaeuser. The rela-

tions established during the re-

treat eventually helped Weyer-
haeuser's insurance staff estab-

lish several essential matters.
such as which claims they could
expect to be covered by th€
Canadian company's existing
mnsurers.

It also helped eliminate poten-
tial complications, such as the
possibility that acquired em-
ployees might sabotage a
smooth transition, including

billion and increased the com-
pany's workforce to 50,000 from
36,000.

While the acquisitions came
back to back, the ongoing inte-
gration of the two acquired
units' insurance arrangements
varies because of their different
core operations and their previ-
ous insurance arrangements,
Ms. Hanson said. MacMiillan,
like Weyerhaeuser, is a forest-
products producer, so Mr. Bax-

Everyone is human and can handle a daim
well one day and not the next.'

failing to ship essential insur-
ance-related documents from
MacMillan to Weyerhaeuser.
"There was no hiding of docu-
ments,” Ms. Hanson said
"There was no destruction. Ev-

erything that needed to be sent
was boxed and sent on time."”
Weyerhaeuser's acquisition of
MacMillan preceded by a few
months its acquisition of Boise.
Idaho-based TrusJoist. The two
acquisitions quickly increased
Weyerhaeuser's annual sales
from $11 billion to about $14.5

- Detta Hanson

Weyerhaeuser Co.

ter's staff had a better under-
standing of its risks.

TrusJoist, in contrast, manu-
factures specialty engineered
wood products. Therefore, a law
firm with a long history of ad-
ministering TrusJoist's liability
claims continues to do so. The
firm has a solid understanding
of TrusJoist products and their
technical peculiarities, which
matters when claimants allege
those products have failed and
caused injury.

The law firm also has a good

track record for handling the
claims. So Weyerhaeuser gives
TrusJoist autonomy to settle
claims up to $250,000. Yet the
firm must still report to Ms.
Hanson, and claims are re-
viewed during quarterly meet-
ings.

But MacMiillan's liability
claims, on the other hand, re-
ceive considerably more scruti-
ny, Ms. Hanson said. Every lia-
bility claim stemming from
Macmillan's operations must be
reported to Weyerhaeuser by
Underwriters Adjustment Bu-
reau Ltd., a Canadian third-
party administrator originally
hired by MacMillan. They must
report every claim, in part be-
cause Weyerhaeuser has no his-
tory of dealing with the TPA,
Ms. Hanson said.

Underwriters Adjustment Bu-
reau does not have the authority
to write Weyerhaeuser checks
for claims settlement.

In contrast, Weyerhaeuser has
contracted with Atlanta-based
TPA Crawford & Co. for 32
years and gives it authority to
settle claims valued up to
$50,000. Crawford is only re-
quired to report to Weyer-

haeuser claims in excess of

$25,000 and has the ability to
write checks.

But even though Crawford has
an established relationship with
Weyerhaeuser, twice a year Ms.
Hanson still reviews all open

claims handled by Crawford to
assure the liabilities are appro-
priately addressed. "Everybody
is human and can handle a
claim well one day and not the
next," she said.

Weyerhaeuser's lack of an es-
tablished rapport with MacMil-
lan's TPA increased the need to
get quickly acquainted with
MacMillan's risk managers and
the company's claim practices
following the acquisition, Ms.
Hanson said. Mr. Baxter's strat-
egy helped with that, she added.

So Mr. Baxter invited the
Canadian risk managers to
spend two days at Weyerhaeuser
getting to know his staff and
their needs. One day was spent
at a retreat held at a Weyer-
haeuser property near the build-
ing housing the corporate head-
quarters.

Mr. Baxter conducted the triv-
ia game complete with teams
that each included his staff and
a MacMiillan employee. The
game included serious questions
about MacMiillan's insurance
operations and non-work-relat-
ed questions, such as one asking
how many points are on the
maple leaf that adorns the
Canadian flag. The outing
helped form a bond between the

Canadian employees and Wey-
erhaeuser's staff.

"It was a hoot, and we had a

great time, but we also learned a
lot," Ms. Hanson said.

Insurance department takes team approach to quality

By ROBERTO CENICEROS

Irigys satislying cus
tomer needs and get-
ting the job done right

the first time are the

hallmarks of Weyer-
haeuser Co.'s insurance
department.

To function so effectively, the
department applies so-called "to-
tal quality management” princi-
ples, including the formation of
teams to tackle many missions.
Proof that its system Forks came
when Weyerhaeuser recently re-

placed some departments with
outside contract services and or-

dered others to cut their staff
size. The 12-member insurance
department, however, survived
intact.

That department earns the Fed-
eral Way, Wash.-based forest-
products company a profit by in-
suring third-party business in its
captives, and that role helped the
department survive the cuts, said
Mark Taylor, Weyerhaeuser in-
surance finance manager. But, he
said, following total quality man-
agement principles also Flays a
part in the department's success-
es, including those of its captive
operations, he said.

The quality management ap-

PHOTO: MICHAEL MARCOTTE

Gary A. Baxter, Weyerhaeuser Co.'s assistant treasurer and director
of insurance stands in the company's offices in Federal Way, Wash.

proach involves creating process-
es that encourage continual im-
provement. One way the depart-
ment does that is by regularly
forming into teams based on each
member's expertise. The teams
evaluate specific department op-
erations and goals, and they then
determine the best method for ac-
complishing related tasks. Evalu-
ating risk management software,
improving department record-
keeping and setting premiums
paid by other departments into
self-insurance pools are all tasks
that have undergone the team
scrutiny and planning approach.

"Overall, everyone in our de-
partment gets involved in one
team or another, and usually
more than one," Mr. Taylor said.
Most department members have
participated in program training
that included weekly classes
stretched over a year. After that,
members attended team leader-
ship practice sessions, which fo-
cused on evaluating existing in-
surance department projects.

Now, following the quality
management principles, brain-
storming sessions can include the
insurance department's cus-
tomers, which are other Weyer-
haeuser departments with insur-
ance-related needs, said John
Lambdin, Weyerhaeuser insur-
ance manager and office admin-
istration manager. The sessions
can also include the department's
service providers, which can en-
courage vendors to improve their
services, he added.

The system ensures that a par-
ticular problem is viewed from
numerous possible angles at the
outset, which aims to prevent the
same problem from later arising
in a different area. Such an ap-
proach also ensures that the in-

"You get the team
together, you dedde
what the problem is
and the best way to

attack it.’
- John Lambdin

Weyerhaeuser Co.

surance department is always
aligned with customer needs, Mr.
Lambdin said.

"You don't end up doing things
three or four times," he said.
"You get the team together, you
decide what the problem is and
the best way to attack it. Then
you are done with it. You don't
have to go back to the same prob-
lem over and over.”

Because the team approach
calls for several department
members to contribute their ex-
pertise on a subject, it helps ev-
eryone on the team to learn about
what other members do.

Before the management princi-
ples were widely practiced, ev-

eryone in the department "was
more of an island,"” Mr. Lambdin
said. They evaluated problems in-
dividually, then sent everyone
else a memo on what they
thought needed to be accom-
plished.

Now, teams form when neces-
sary to solve new problems. Or,
they result from a planning pro-
cess that begins during the fourth
quarter of each year. At that
time, Gary A. Baxter, Weyer-
haeuser's assistant treasurer and
director of insurance, reviews the
company's objectives for the
coming year and directs his staff
to develop appropriate depart-
ment goals.

Even though Weyerhaeuser's
captive operations returned a
profit before the department im-
plemented total quality manage-
ment, its principles later were ap-
plied to those operations, Mr.
Taylor said. That forced the de-
partment to put its goals for its
captives in a formal written for-
mat and ensure that the original
reasons for forming captives-
now years old-were still valid.

"It really focused what we are
trying to get out of our captive,"
Mr. Taylor said. "It's not tax ad-
vantages but access to markets, to
know our underwriters and have
a greater say over our programs
and our loss control. We sat down
as a team and went over the real
reasons, to see if anything had
changed and to assure we were
aligned with where the company
is today."
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Baxter hones negotiating skills with Gfantasy' hobby

By ROBERTO CENICEROS
hen Weyer-
haeuser Co.'s As-
sistant Treasurer
and Director of
Insurance Gary
A. Baxter isn't

traveling with his wife, former

Weyerhaeuser Assistant Trea-
surer and Director of Insur-

ance Cheri J. Hawkins, he
spends his non-working hours
golfing, diving or sharpening
his insurance negotiation
skills by playing fantasy foot-
ball.

Fantasy football follows the
regular National Football
League season, with partici-
pants meeting at the beginning
of the season to select their
simulated teams from among
the real professional players.
The success of the real players
on the field throughout the
season determines the success
of the fantasy teams.

For 20 years, Mr. Baxter has
participated in a nine-team
fantasy league in the Seattle
area. About half the current
league participants, of tw6 to
three to a fantasy team, are in-
surance industry friends from

the Puget Sound area, Mr.
Baxter says.

One of the key elements of
fantasy football is making
player trades, and such negoti-
ations can continue for days.

outcome, what negotiating
points involve room for com-
promise and what constitutes
a deal-breaker, added John W.
Lambdin, Weyerhaeuser in-
surance manager and office

In settling daims disputes, risk managers
should know where insurers are /irm and where
they are 'wishy-wash)/."Know their nerve and
what the)/ want.'Discussions should /bcus on
thegray areas, where covemge is questionable.

He is a master negotiator,”
said Travis Allen, Weyer-
haeuser fire protection engi-

Watching Mr. Baxter lead
negotiations with insurers at
renewal time or during claim
settlements is fun, Mr. Allen
added.

Mr. Baxter teaches his pro-
teges that good negotiations
preparation and
knowing early on the desired

require
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administration manager.

"Know their nerve and what
they want,” Mr. Baxter said.
Those factors may not be read-
ily apparent, requiring a nego-
tiator to figure them out as
talks proceed.

In settling claims disputes,
risk managers should know
where insurers are firm and
where they are "wishy-
washy," Mr. Baxter advises.
Discussions should focus on

the gray areas, where coverage
is questionable, he said, noting
that 99% of the time, there are
gray areas. An old risk man-
agement trick is to know when
a visiting claims adjuster's
flight home is scheduled and
hold a negotiating carrot until

the last minute, when the ad-,

juster will be pressed to re-
solve the issue to make the
flight.

Mr. Baxter is also a dedicat-
ed worker who knows when a
job is done well, and he is very
well organized, according to
his peers. He attributes many
of those traits to a spry, 88-
year-old mother, who instilled
in him a strong work ethic.

Mr. Baxter has worked for
Weyerhaeuser for 30 years, af-
ter beginning his career as an
insurance industry fire protec-
tion engineer at the Factory
Mutual system after college.
He graduated from Oregon
State University with a degree
in industrial engineering.

When he's not at work, Mr.
Baxter enjoys golfing. He said
that the sport, which he took
up two years ago, has become

his favorite recreation activi-

ty, and that he prefers to walk

rather than ride in a cart.

Mr. Baxter is also a scuba
diver, having taken up that
hobby about five years ago. He
has earned an advanced diving

certification, but he is strictly
a warm-water diver.

"l don't dive out here in the
Puget Sound; it is too cold,”
Mr. Baxter said. He and Ms.
Hawkins make regular busi-
ness and vacation trips to
Hawaii, Bermuda and the
Cayman Islands, one of the
world's top scuba-diving des-

tinations.

Ms. Hawkins retired from
Weyerhaeuser in 1996 after
serving as the company's as-
sistant treasurer and director
of insurance. In 1990, she be-
came the first woman to be
named president of the New

York-based Risk & Insurance

Management Society Inc. Mr.
Baxter and Ms. Hawkins
worked together at Weyer-
haeuser for decades, and they

married just months after her
retirement.

Mr. Baxter succeeded Ms.
Hawkins as Weyerhaeuser's
risk manager, but he had to in-

terview for the position along
with other candidates.
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Nakamura’s training the cure for legal, medical risks

By JOANNE WOJCIK

nile much of the

health care indus-

try struggles to

make ends meet,

Adventist Health

System/West post-
ed a positiv “bottom line for
2000.

And while ; not be re-
flect t‘({ in annual re-
port, 1 gement played a
role in keeping expenses in
check and ensuring that the
company re mained in the black.

rating claims admin-
ith loss control for
hnsplml professional liability,
liability and
tion—and b
much of

sures—Peggy Nakamura, execu-
tive director of risk management
and associate counsel, has
shaved millions of dollars from
Adventist Health S /West’s
risk management budget over
the past nine y

In addition
law degree s:
tion everl more money
her to provide legal se S
might otherwise have lmd to

e from outside counsel.

master’s m business administra-
tion, Nakamura knows how
to incorporate risk management
into the big picture and to com-
municate its importance
throughout the organization.
Roseville, Calif.-ba :
tist Health System/V

health care system
with ilities in California,
Haw gon and Washing-
ton. The organization emplc
more thar 16,000 and comprises
856 distinet business units. Its
s inelude 20 acute care
controlled, manag
-with more than 3,000
ics
’dﬂd uutpl-ment facilities and
18 home health agencies. It is
the second-lar seven re-
entist Health care
stems in the Unm(l States,
th the Sunbelt region being
the largest.

It was her broad application of
risk management across the or-
ganization that earned Ms.
Nakamura a spot on the 2001
Business Insurance Eisk Man-

nonpr

facilitie
or ]r'- ri—

agement H(mnl Roll, represent-
compani
The health care indus
y i ng ve
times. Most hospita
lost money last year,” ol
Taylor, preside nl
Healthcare I s Liability
Management Co perative Inc. in
mento, an insurance pool
SE‘T\']HU, Adventist Health care
facilities nationally
“What we've seen here
Peggy took over is pl
Wh ou have a risk manage-
ment | n that is a(umll\
contributing funds, it's almost
like it's turned a cost cvntm' into
a prolit center,” said Mr. Taylor,
who nominated Tamura
for this 1! I\l\l\ Manager uI
competition.

since

management is contributing ma-
rially to the bottom line.
“The MBA hPlps her und
stand the
the
Rodney Wehtje, vp and treasur-
er of Adventist Health

1¢ does a very nice job of
‘Here are the risk impli-
mtlnm of this potential activi-

ty’,” but, at the same time, “she
does a good job of recognizing
that risk mana is one of
the concerns of a big decision,
but it’s not the only one,” he
said.

Jefore Ms. Nakamura ev
considered a career in risk man-
agement, she worked as a nurse
from 1976 to 1979 and as a nurse

Continued on next page
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Cont:nued fromprev:ous page zation was paymg more than $21 identlhes the methods for address- the nsk management department knowledge, "people have come to
manager from 1979 to 1987 While milhon per year for commercial mg each Altogether, the nsk management mly on Peggy," Mr Rebok said
employed full-time, she attended hospital professional hability and In addition, the hospitals are eli- department has grown under Ms "She tnes to anticipate problems,

graduate school at night, earnmg an general hability coverage, and that gible to earn rebates of a portion of Nakamura mto the second-largest and she has a real focus on training
MBA m health services administra- sum was growing, she said Further- their HPL/GL premiums if they department In the Adventist Health and documentation She's devel-
tion from Golden Gate Umversity m more, workers comp costs also were meet the requirements of "entena System/West organization, accord- oped some excellent manuals focus-
Sacramento, Callf, in 1982 Two out of control, and the organiza- sets," a system ofnsk management Ing to Don Ammon, president and mg on different major topics She

years later, while servmg as an ex- tion's board had decided the best checkhsts that Ms Nakamura de- chief executive officer makes herself available to speak to
pert withess m medical malpractice way to keep its insurance costs m velops each year based on the pnor Information systems"is lang, and medical staff or nurses or to anyone
htigatlon, she decided to study law check was to brmg claims adminis- year's adverse events risk management is nght behind it" who needs her," he said

and entered the evening program at tratton m-house Through this combmation of m- m terms of dedicated personnel, Mr Because of her combmed chmcal
the Umversity of the Pacific's Mc- That was one of the reasons we house claims administration and Ammon said The rtsk management and legal knowledge, she IS often
George School of Law m Sacra- hired her," Mr Wehtle said "We loss control, the organization now department has 36 employees, while sought out by mdividuals m alllev-
mento had already made the decision to budgets less than $15 milhon per IS has 57 els of the organizatton to provide le-

But before she received her luns bring (admmistration) in-house, year for both hospital professional The size of the risk management gal counsel
doctor degree m 1988, Ms Nakamu- and we hired her to implement hability and general hability expo- department, coupled with its contn- "Part of what Peggy does is try to
ra discovered that the hospital sys- that " sures, accordmg to Mr Wehtle, the bution to the bottom Ime, has educate some of these folks on how
tem for which she worked-Sacra- Ms Nakamura's mission was to company's treasurer helped to boost ItS visibility our programs work, and | can re-
mento-based Sutter Health-was curb expenses through a combma- And it has even given its 20 mem- throughout the organization In member her being in this meeting
launching a health care nsk man- tion of self-insurance and in-house ber facillties-including hospitals fact, m the Adventist Health corpo- and one of our CEOs callmg and in-
agement department, and she de- claims administration and medical clinics-several "pre- rate office survey of facilities, con- terruptmg because they had a legal
cided to lobby for the position It 'By brmgmg HPL/GL in-house, miumhohdays," m which theywere ducted m 1993, the risk manage- question for her on a contract," Mr
seemed the ideal way to combine the organization saved between not required to make the last few ment department rated highest of Wehtle recounted "To me, that 11-
her clmical slalls with her business $200,000 and $300,000 annually," months' contributions to the Ad- all corporate services The survey lustrated how she really is sought
and legal education, she said Mr Wehtle estimated ventist Health System/West Hospi- was conducted by Sacramento- out "

In 1987, Ms Nakamura became But even more savmgs have come tal Professional Liability/General based health care research firm And when any of the organiza-
Sutter's first llsk manager, a post from Ms Nakamura's aggressive Liablhty Trust, he said (see story, Cunnmgham Associates about a bong hospitals ful risk management
she held until 1991, whenshedecid- loss control program, in which she page 96) year after Ms Nakamura joined posts, they seek Ms Nakamura's In-
ed to try her hand at practicing uses the bad expenences of one Building on the success of the Adventist Health put, even though recruiting isn't
medical malpractice law But after health cam facihty to teach the oth- HPL/GL program, Ms Nakamura "Risk management has a bgher part of her formal Job descnption
only one year of practice, she found ers so they don't make the same then set her sights on workers comp profile today than it had before Peg- "Hospitals have always seen nsk
she missed working ma health care mistakes A move to m-house administrabon gy came," said Doug Rebok, semor manager selection as somethmg
setting and was soon tapped by Ad- "Whether it be (obstetnc or emer- for workers comp resulted m imme- vp of finance "There's no question they handle Internally and mdepen-
ventist Health to be its corporate di- gency room care) or wherever we diate cost savmgs (see story, page that part of the reason for that IS dently," explamed Mr Taylor
rector of nsk management She was might have seen a lot of claims ac- 97) Peggy's ability and the job that she's "But she has gotten to the place
promoted to executive director of tivity, either m our hospitals or m The success of those efforts paved done m that role " now where hospitals, when they re-
nsk management in 1997, and asso- the hterature, Peggy reviews it and the way for Ms Nakamura to also "Peggy's one of those people Crult people for risk management
mate counsel was added to her tltle makes sure all the hospitals have bring the self-msured employee who's very technically qualified positions, they put Peggy in the
to reflect the contnbutlons she was the appropnate policies m place," benefit program m-house, saving Plus, she actually has the knowl- middle of that, which is almost un-
making to the organization in the Mr Wehtle said the organization another $250,000 edge thatgoeswiththe credentials,"” heard of m hospital systems," he
legal area As part of that effort, Ms Naka- annually, Mr Wehtle estimates he said "Sometimes you run into said "It's something that they're

When Ms Nakamura came on mura, drawing upon her legal tram- The self-msured health care pro- people who have the letters after domg because they have confidence
board at Adventist Health Sys- 1ng, regularly publishes "Risk Man- gram, called Claims Central, has their names-but you wonder The m her, and it speaks better that
tem/West m 1992, she faced numer- agement Opmions," in which she grown so large that it had to move knowledge isn't there " they're domg it that way than be-
ous challenges For one, the organi- outlines potential exposures and to a building across the street from And because of her breadth of cause they're required to" m

Nakamura reviews mistakes for loss control lessons

By JOANNE WOJCIK pitals weren't responding to new Orgamzations," pubhshed by ,,4( ,
clinical management guidellnes is- Health Forum Inc , a division of the . - - 'r,,: -r

r, . -1 elleving expenence to be sued by lthe American Colleg.e of Amencan Hospital Assn
, n the best teacher, Peggy Obstetncians and Gynecologists on Ms Nakamura also has devel- ,AAK

44 L Nakamura tries to turn vaginal births after Cesarean sec- oped a nsk management program werm -
verse events that occur tion, Ms Nakamura last year wrote model that divides the responsibili-

-tom gl 2iimedica DRVdeCIRCkromRranapsie: secomsleTerialitony anidarereditation

facﬂltles into valuable lessons m ommendations and references on risk, and business risk, including
[oss control the sublect personnel and contracts
She also taps mto her chnical Whereas the ACOG previously Because few of Adventist Health
background as a nurse, as well as recommended that a dellvenng sur- System/West's hospitals have one
her legal and busmess education, to geon be 'readily available" to per- individual dedicated solely to risk
spread the gospel of nsk manage- form another C-section, if neces- management, the model allows the
ment throughout the Seventh-day sary, the new guidehnes said a de- hospitals to hand off any one these - -
Adventist Church-afhliated health hvenng surgeon should be "imme- responsibilibes to one or more indi-
care organizatton diately available,”" Ms Nakamura viduals, she explamed The struc-
And to make sure everyone ad- said The new guidelines were Is- ture also makes it easier for her to
heres to her empincal lesson plan, sued because "they found an alarm- determine to whom she should di-
she pubhshes and distnbutes nu- ing incidence of utenne rupture and rect her Risk Management Opm-
merous "Risk Management Opm- fet:al indury based on delays m per- ions
tons" and manuals, and even tests forming C-sections," she explained Each year, Ms Nakamura also
each facility on how well it meets Ms Nakamura numbers and or- develops a new "criteria set" that
certain risk management " entena ganizes all of her Risk Management faclittles must complete to receive a
sets" derived from negative Opinions mto a three-ring binder rebate on their contnbutions to the
episodes that she keeps m her personal refer- hospital professional habihty/gen. ager,
"There's so much mformation ence hbrary, which fills two of her eral habihty self-insurance pro- "premium rebate"” IS based on how aged Care Advisory Counsel In
that comes out of our claims that office walls And when she goes on gram The facihties have six months well the facihties score "If they that post, she follows legislation m
we can turn back into management site visits-she tries to visit all 20 to respond to these queries, which don't get 100%, they don't get the the four states where the health
improvement, system improvement facillties at least once a year-she almost always are based on adverse full rebate,” Ms Nakamura ex- care organization has a presence--
processes and education If we get it gives hospital administrators a 11st events that occurred the pnor year plained But every facility gets at Callfornia, Hawau, Oregon and
to the nght people,” said Ms Naka- of the opinions so they can select Any time a facility responds that least a partial rebate unless they fail Washmgton-to make sure all of its
mura, executive director of risk the ones they need to review it lacks a particular device orproce- to complete the entena set, she managed care contracts meet legal
management and associate counsel Besides the opinions, Ms Naka- dure called for m the set, it must added and regulatory requirements
at the Roseville, Calif -based non- mura has wntten two manuals ad- complete a risk control response Drawing upon her legal back- In her dual capacities as risk
profit hospital system dressing comphance with the Fed- that details what other loss control ground-she received a law degree manager and associate counsel, Ms
Iso very early on, that was a goal eral Emergency Medical Treatment measures it would apply And Ms from the University of the Pacific's Nakamura also participates m due
of mme-to make sure that we're and Active Labor Act of 1986, two Nakamura follows up on the facill- MeGeorge School of Law m Sacra- dillgence activities conducted prior
really communicating the mforma- contract-review manuals, a risk ties' criteria set responses durmg mento, Callf, while working days to acquisitions, reviews contracts
tion from our events,” she said management onentation manual, her annual site visits, malang sure as a nurse manager at Sutter with managed care organizations
"Why pay for this expenence over an annual report manual, a man- they are all doing what they Health-Ms Nakamura serves as and researches and wntes opinions
and ove again?" aged care manual, and a chapter on claimed to be domg chairwoman of the Legal and Gov- for medical staff committees
For example, after discovering contract review in the "Risk Man- The responses to the enteria set ernment Affairs Committee of Ad- Because of her broad expenence,
that some of the organization's hos- agement Handbook for Health Care are graded, and the amount of the ventist Health System/West's Man- See Lessons on nert page

-

PHOTO MICHAEL MARCOTTE
Adventist Health System/West's risk management staff, from left:
Kathleen Wilson, administrator, claims support; Julee Thomas,
manager, risk and insurance services; Peggy Nakamura, executive
director of risk managemenUassoclate counsel; Debra Yokota,

claims manager, workers comp/loss control; and Dee Aguilar, man-
claims and loss control.
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L queries than to phone calls and leagues asks her whether she follows the adage, "Give a man a types of risks that are less obvious

essons in-person appointments, Ms misses practicing law, she re- fish, and he'll eat for a day, but and more difhcult to quantfy "
Nakamura finds that many ques- sponds "I'm definitely practicing teach a man to fish, and he'll eat "It also lends itself to a better

Contznued from previous page tions require her to do research, law here, because | do legalopin- for a hfetime" concept of enterprise risk man-

Ms Nakamura's advice is sought by which takes a little more time ions, and | definitely make sure She insists that managers agement," she continued "I'm not
mdividuals in all levels of the orga- And much of the time, she said, my E&O is up to date and paid " throughout Adventist Health Sys- talking about your financing ve-
m=zation she takes work home with her Her role at the organization tem/West understand that they hicle, I'm talkmg about a philoso-
"I really believe that when I'm "Risk management, especially definitely draws upon her entire face other risks besides the most phy that you look at your opera-
in the office, | need to have my liability assessment, IS changing background "It's a combination obvious one of medical profes- lion m total "
door open and be accessible, be- constantly,” she said, which re- of the law part, insurance man- monalliability And "what's particularly fun is
cause | really believe in the visi- quires her to stay on top of case agement, my nursing manage- "Part of what | enjoy is when when you estabhsh a relationship
bility of on-the-spot risk manage- law or state law and to read pro- ment experience and (her master's I'm working with somebody and | with people and they call you and
ment consultations," she said "So fessional publications related to in business administration) that get them to the spot" where"they say, 'l just want to run this by

I want to be very available to oth- health car® nsk management kind of all comes together," she see their risks as a clinical manag- you,' and you brainstorm a little
er corporate directors, or have e- "l find that it's at home where | said er, for example, are not Just the bit with them, and soon they're
mail access from the field " am able to do my most thoughtful Asked how often she changes professional habihty risks That's incorporating the risk manage-

Ms Nakamura said she receives opinion writing So | take home hats, Ms Nakamura replied, the easy piece to identify It's your ment discipline and don't even re-
anywhere from 75 to 100 e-mails contracts to review, or | take "They're so blended, | don't think personnel practices and your allie it,” Ms Nakamura said
each day home an issue or two that | can | can separate them " equipment-management pro- "That's what makes me feel hke
But while she generally can re- work on at night” In many ways, Ms Nakamura's grams and your contracting and I'm adding value to our system
spond more quickly to e-mail When one of her law school col- application of risk management your reputation and all those and I'm making a difference " 13!1

Self-funding boosts risk awareness for health system

By JOANNE WOJCIK does, however, purchase excess ha- for some of its smaller hospitals in 7,12..Imilail#
isk management has a exctt)ellsl,glh%%\életl;aggoLIers]ngo§£ﬂ7hram!h—osnumngérggrnm%ﬂsqm |Iberty MUtual |n- 40’ 51 7:1ﬁ: )

1 ) 1 high profile at Adventist ty/general hability coverage from The organization administers its
i: Ir'' 7 Health System/West, be- Overland Park, Kan -based Em- self-msured workers compensabon - r- -»
i K h cause the nonproftt orga- ployers Reinsurance Corp, which is programs m Calforma and Oregon,
3 I_‘I mzation self-insures the fronted by Adhealth Ltd but uses Crawford & Co as a third-
first $3 million of any While the hospital professional party administrator in Hawaii be-
professional or general hability hability coverage totals $50 milhon, cause the state requires administra- > f Af-
claim through its self-Insured trust Adventist Health System/West's tion of self-Insured workers comp
"We know that comes directly general hability hmits reach $125 programs to be conducted in the
out of our pocket,” said Doug Re- milhon, mcluding anadditional $75 domicile, Ms Thomas explained
bok, senior vp of finance at the Ro- milhon m coverage purchased from Excess workers compensation
semlle, Calif -based hospital sys- XL Insurance Ltd of Bermuda coverage is underwntten by Safety
tem Therefore, "nsk management And though Adventist Health National Casualty Corp m St
is a lot higher in our consciousness System/West's first risk financmg Louis
than it might be if all we did was priority is self-insurance, it Will Adventist Health System/West
buy our msurance from an outside purchase coverage when it is more taps Gencon Insurance Co Ltd of
entity” advantageous to do so But when Vermont, a captive owned by the Peggy Nakamura with staff from Advent,st Health System/West's
The self-insured trust-Adven- buying coverage, it does not use a Seventh-day Adventist Church, to risk and insurance services, workers comp/loss control, claims/
tist Health Systemfest Hospital broker except in those situations provide auto bodily injury and loss control and claims support departments. First row, from left:
Professional Liabillty/General Lia- where it cannot purchase coverage property damage coverage The Joann Hill, department secretary; Nancy Pinder, executive director
bihty Trust-was estabhshed in d}rectly pohcy, which is wntten on Kemper secretary; Julee Thomas, manager-risk and insurance services;
1974, when Adventist Health still "We try to do things directly as Insurance Cos paper through its Charlie Bowman, department secretary; Ann-Marie Steward, general
participated in a global Insurance much as possible," said Ms Naka- Lumbermens Mutual Casualty Co secretary; Tami Riley, workers compensation senior claims examin-
program administered by the hos- mura "We're not paying for that unit, is 100% minsumd by the cap_ er; Kathleen Wilson, administrator; Dee Aguilar, manager-claims
pital system nationally nuddieman if we don't have to” bve The policy prowdes $1 milhon and loss control; Debra Yokota, claims manager; Allison Harvey, PL
However, when the hospital sys- But Ms Nakamura sometimes in occurrence-based bocily injuly claims information systems analyst; Carol Pope, workers compen-
tem reorganized in 1992, segment- taps outside expertise when decid- and property damage limits and sation examiner. Second row, from left: Peggy Nakamura; Karen
ing itself Into seven regional opera- ing whether to self-msure certain $5,000 in medical payments cover- Mayo, senior clinical claims examiner; Deanna Kindrick, risk man-
ttons, the larger operations such as exposures age for each passenger agement assistant; Myrna Bigelow, risk and insurance specialist.
Adventist Health System/West as- "Marsh has been extremely The hospital system self-insures
sumed administration of their m- helpful in negotiating appropriate its own auto physical damage ex- totals $45 milhon for bodily millty on a claims-made basis for direc-
surance programs internally The coverage wordmg for us, and they posures up to actual cash value or and property damage combined, tors and officers and employment
smaller systems, however, con- are wonderful to keep us up to date the cost of repairs, whichever is and $49 million for product habili- practices liability rtsks Each in-
tracted with Healthcare Express on trends m the marketplace And less tY sured entity has a $100,000 de-
Liability Management Cooperative we appreciate their advice," said Helipad habillty, non-owned air- Adventist Health System/West ductible Executlve Risk also is the
Inc, which provided actuanal ser- Julee Thomas, manager-risk and craft hability and excess aircraft 11- purchases all-risk property insur- underwnter of Adventist Health
vices, claims management, auditmg msurance services ability exposures all are covered ance from Johnston, R | -based System/West's fiduciary hability
and served as a conduit to the Sev- For example, Ms Nakamura re- under a group Pollcy purchased by Factory Mutual Insurance Co, coverage, which provides $10 mil-
enth-day Adventist Church's cently consulted with the San the Seventh-day Adventlst Church which does business as FYI Global hon m coverage for the admirustra-
Bermuda-domiciled captive, Ad- Francisco office of Marsh Inc m from United States Aircraft Insur- The pollcy provides limits totallng tion of its employee benefit plans
health Ltd deciding whetheto put theorgam- ance Group of New York, with ex- $17 bilhon above a $10,000 per- The pohcy has no deductible for
But HELM IS being disbanded zation's managed care errors and cess coverage provided under a lay- claim deductible to cover all of the defense costs for non-indemnift-
this year because of the growmg so- omissions exposures mto the Ad- ered program involving Lloyd's of organization's buildings and busi- able acts, such as illegal activities,
phistication at the regional level, ventist Health System/West Hospi- London underwnters and other m- ness personal properly-including but has a $25,000 deductible for in-
explamed Peggy Nakamura, exec- tal Professional Liability/General surers worldwide data-processing and boiler and ma- demnifiable acts, such as negh-
utive director of nsk management Liability Trust Helipad hability coverage limits chinery equipment-m California, gence
and associate counsel for Adventist "We heard from many people, total $1 milhon per occurrence/ag- Washington, Oregon and Hawan Fidehty and crime Insurance
Health Systern/West ‘Don't do that It's too risky,' " Ms gregate for bodily In]JUly and prop- The pollcy also covers business In- covenng employee dishonesty, loss-
"All of us are doing our own Nakamura recounted "But we erty damage ansing out of the own- terruption, accounts receivable, es both mside and outside of
thmg and go direct to whom we looked at the many products avail- ership of the hehpad The pohcy rental income and non-employee premises, money orders, counterfeit
want to use, as opposed to going able and what our exposures really also provides $10,000 in medical theft currency, depositor forgery and
through a pooled program,” she appeared to be, operatlonally, and expense coverage In addition, the two facilities m computer fraud, is underwntten by
said "There also are some differ- it seemed it would be very difficult Non-owned aircraft hability has Hawan have windstorm coverage FM Global company Affillated FM
ences in the operational risks," to separate the professional habill- $5 milhon in combined single limits with a deductible equal to 2% of Insurance Co Coverage hmits total
which required that the Insurance ty and the managed care E&O ex- for bodily Injury and property insured property value, and the $10 milhon above a $50,000 per-

HES

PHOTO MICHAEL MARCOTTE

programs be customized to each or- posure m our operation” damage There is another $ 5 mil- three facilities m the Pacific North- loss deductible
ganization, she added As a result, she decided to self-m- hon per occurrence/aggregate in west have earthquake coverage Because of its numerous capitat-
As a result, HELM, which is sure that exposure personal InJury coverage, as well as with a $50,000 per-occurrence de- ed managed care contracts, Adven-

headed up by President Wayne Adventist Health System/West $5,000 per-person m medical ex- ductible The organization does not tist Health System/West purchases
Taylor, now serves mostly in a con- also self-Insures the malonly of its pense coveage and $100,000 m lia- buy earthquake insurance for its 15 provider excess coverage RellaStar
sultng capacity to the vanous Ad- workers compensation nsks in Cal- bility coverage for physical damage facilities m polifomia, because cov- Managing Underwnters, a unit of
ventast Health hospital systems na- ifornia, Hawaii and Oregon, but to non-owned, leased or chartered erage is too expensive, Ms Thomas ING Re in Minneapolls, provides

tionwide, Ms Nakamura said purchases coverage m Washmgton aircraft Adventist Health Sys- said coverage limits of $ 1 milhon per
While Adventist Health Sys- from the state's monopolistic work- tem/West does not own any air- Executive Risk Indemnity Inc, a person, per year, with a $2 milhon
tem/West retains the first $3 mil- ers comp fund The organization craft unit of Chubb Corp, provides $15 per-person hfetime maximum De-

hon of each claim, the organmabon also buys workers comp coverage Excess aircraft hability coverage mllion per-loss/aggregate coverage ductibles vary by entity m
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Planning, rapid response key to keeping the lights on

By JOANNE WOJCIK

Nakamura said

perpetrator was identified and functions,” Ms Naka- . \'""'fVvV'12't-*t., 2 5.1

"It's Just pullmg out the contin- apprehended, she said In such mura explamed 1 1 > \ -

' alifarni ower crisi fn plamni th ve already gituations, M ilarigmpl By comtr hysi- |é* 1 N

 is lust Oh& OFtHE Ty done ™ Shesaid, tROUGH GcRIGWI? igh-risk SVBMTABERIBETHE Ci4ns T Orelori€ither -I- \\ '5* K, 4 '3z1,.4, , B PK
operational challenges edging the current mtuation "is a 11st is particularly helpful in a crl- are hospital employees N-=.9--,-9/ f 'rk:

. i Peggy Nakamura faces httle diferent” sis, "because when you're m the or belong to a medical 1 0 2 rvo T T
4 =, on a daily basis as exec- For example, "What do you do middle of it, it's very hard to keep group owned and oper- -//
\- -/ utive director of risk with elective surgeries9 VWhat do your logical thought process," she ated by the hospital or-
management and associate coun- we do with diversion from the explained

sel for Adventist Health Sys- emergency department? What do
tem/West

\

ganization In Hawaii,

"Obviously, in health care, Adventist Health Sys-

we do with treatments that are we've had some very tragic, bad tem/West participates v' L
In fact, she's taking the rolling perhaps occurnng right at that events, and the approach IS, do in a physician-hospital

blackouts the state s utihties are point m time in our radiology the right thing as fast as you orgarization, and m its »-

imposing almost in stride, dust- programs?" she asked can," Ms Agwlar said Washington facility, %54’

mg off the Rosevdle, Calif -based Ms Nakamura is participating At Adventist Health System/ physicians operate as <*r

hospital system's Year 2000 con- in negotiations between the pow- West, "there's very much a phi- independent contrac- 1

tingency plan to be used if any of er companies and health care losophy of being responsible in tom

the system's hospitals in the trade group the Callfornia Health the health care community,” she

Golden State experience tempo- Care Assn to obtain exemptions explamed

rary power failure

11t

"There are many
types of partnership ar- -
for health care facihties, and she Perhaps the most esoteric issue rangements between

While none have been subjected also is talking directly to local Ms Nakamura has had to address hospitals and physi-
to power mterruptions so far, and utility companies about patient since joining the organization m- cians, and they vary
most of the facihties have backup safety concerns volves. its foray In.to medic.al depending on state "
generators, "we need to treat the But while the blackouts may be foundation ownership, she said law," she explained, Peggy Nakamura and her supervisor at Acl-
rolhng blackouts as a real poten- the latest concern to appear on "We establlshed our first medi- which is why the struc- tis ealth System/West, Vp an rea-
hal this surnmer,” Ms Nakamura Ms Nakamura's radar screen, cal foundation in 1994, and cur- ture IS so challenging
said "It's common in a disaster other tragic events have mobi- rently have two in California,” from both a risk man-
or any type of emergency situa- lized the risk management de- she said, explaining that the med- agement and a legal perspective they should be charged less for
tion for people to look to hospi- partment throughout her tenure leal foundation model is neces- The federal Health Insurance recycled devices, she added
tals as bemg a source of commu- For example, when one hospital san, in California, as state law Portability and Accountability With all of these items on her
nity support, along with the fire discovered that a newborn baby prohibits the corporate practice Act of 1996 has had a signihcant agenda, It'S a wonder that Ms
department and the pohce " had been abducted from its nurs- of medicine "Therefore, we can- impact on the organization in its Nakamura finds the time to par-

Fortunately, having experi- ery, "they called right away in a not employ physicians, and m- roles as a provider and as a health ticipate m outside professional
enced the Northmdge earthquake panic,"” recalled Dee Aguilar, stead set up medical foundations, plan sponsor organizations-much less have
m 1994 and preparing for possi- manager of claims and loss con- which, in turn, contract with a "We have a whole health claim time for a personal life-but she
ble computer system failure as trol for Adventist Health Sys- medical group to provide profes- program that IS one big expo- does
the date changed to 2000, Adven- tem/West sional services The foundation sure," observed Kathleen Wilson,
tist Health System/West is pre- Fortunately, the kidnapping employs the non-physicians and administrator of Claims Central, woman of the Medicine and Law
pared for the blackouts, Ms was caught on videotape, and the handles all of the administrative Adventist Health System/West's Committee of the American Bar
m-house health care benefits ad- Assn from 1998 to 1999, and she
nunistration operation "As both currently is a member of the
a health plan and as a provider, ABA's Tort and Insurance Prac-
that has a huge impact on the tice Section She also serves on
way we do business So we have the board of the Central Callfor-
to look at both sides of our bum- ma Chapter of Citizens Against
ness " Lawsuit Abuse, a grassroots or-

"The biggest thing (with ganization dedicated to tort re-
HIPAA) will be related to word- form

PHOTO MICHAEL MARCOTTE

surer Rodney Wehtle.

Ms Nakamura was vice chair-

Taking workers comp claims
iIn house pays off for Adventist

y bringing the ad- mura decided to adopt the tervention possible, which has
D } ministration of philosophy of, 'If you want to been found to reduce both the

workers compensa- do it nght, do it yourself,’ and cost and duration of workers

tion cl|gims in-house, she brought workers .comg,co claims, she, noted . ?OW the {aw will af{ect the re- dentsg’ ml bn addition,, she

- J Peggy Rakamuira eaims adinistration i "ft's aWay3 betfer to et in- lease of patient information in held an ASHRM board posifion
-:111/ helped Adventist house in May 1993 treating patients outside of the from 1993 to 1995

Health System/West not only The move paid off ta "It helps from a morale hospital "This becomes particu- Fortunately, Adventist Health

to save money, but also to im- The immediate result was a standpoint, too That was a larly challenging when we have System/West has been supportive

prove employee relations 19% reduction in total work- big problem before we went remote sites, outpatient settings of her outside professional en-
When Ms Nakamura came ers comp costs in the first self-insured, self~-adminis- and home-care operations, where deavors

ing and the scope of busmess con- Ms Nakamura also was presi-
tracts to make sure they comply,"” dent of the American Society of
Ms Nakamura explamed Hospital Risk Managers in 1997,

She also is concerned about and now serves on the past presi-

volved faster," said Ms Yoko-

on board at Roseville, Calif - year, followed for the next five tered, because those injured
based Adventist Health in years by actual-ial projections workers would never hear
1992, the nonprofit health care 10% below prior levels from anybody "
organization was in the midst Today, the amount the hos- By contrast, "We try to
of a workers compensation pital system pays to adminis- make our phone calls within
crisis, recalled Rodney Wehtle, ter its self-insured workers the first 24 hours of receiving
vp and treasurer compensation program is a claim,” she said

"Our costs were increasing roughly equal to what its TPA Furthermore, Ms Nakamura
rapidly Our hospitals were bid was in 1994, and ItS work- developed a program that
unhappy with the quality of ers comp reserves have been gives Adventist Health Sys-
TPA services We had already cut in half tem/VWWest facilities financial
changed TPAs, trying to get And these cost savings have incentives to keep workers
better service,"” but the move been achieved in spite of the comp claims costs down
was unsuccessful, he said fact that "We try to give our For example, if the hospitals

Part of the problem was the work comp examiners plenty treat injured workers them-
fact that "the TPA who was of time to deal with our em- selves, they receive 100% of
handling it had only assigned ployees,” Mr Wehtle said the cost of medical services
a few examiners, and each ex- "Our case-assignments-to-ex- from the self-insurance pro-
aminer was handing 200 or aminers (ratio) is on the low gram, whereas if they went
300 files," explained Debra side of industry standards We through an insured program,
Yokota, manager of workers can afford to do that, because they'd have those bills
compensation and loss control we don't need to make a prof- reduced,” Ms Yokota ex-
for Adventist Health Sys- it,” unlike commercial insur- plamed
tem/West On top of that, "the ers and third-party adminis- In addition, the self-insured
medical-only files weren't trators, he said workers comp fund con-
even being handled,” she Each workers comp claims tributes some funding for er-
added examiner is assigned 150 gonomics and modified duty

While the Industry trend at claims, according to Ms Yoko- programs for all 20 facilities,
the time may have been to- ta she added

ward outsourcing, Ms Naka- This helps makes early in- -By Joanne Wojcik

they typically fax Information "We felt the value of her mter-

and they need to have parts of the action wilth others m the mdustry
medical record with them as would be worth more than the
they're traveling to patient lost time," said Vp and Treasurer
homes," she explamed Rodney Wehtle
"l anticipate, for me, in this "It does feel hke the perfect }ob
commg year, HIPAA's going to be for me," Ms Nakamura said
very big," she said "Because | do feel so challenged
Ms Nakamura also iS dedicat- continually, | have no problem
ing a significant amount of her with bemg bored "
time to researching the liability So where does she go frorn
imphcations of facilities' reuse of here?
so-called "disposables," or sin- "Peggy's Potting Shed," she
gle-use medical devices, such as quipped, but only half-lokingly
catheters Ms Nakamura said that she
The Food and Drug Adminis- loves to garden and would hke to
tration has issued regulations on earn a Master Gardener designa-
the matter in the past year, she tion
explained "So the hospital in- She'd also like to spend more
dustry is having to address it, and time with her husband, David
there are risk management issues Nakamura, a semor vp at Morgan
obviously associated with it " Stanley Dean Witter & Co, who
One question, she said, is, "If "has obviously learned to be sup-
you are reprocessing something portive, accommodating and self-
intended for a single use, what sufhcient,"” she said
happens to the original product "I'm at that stage where I'd hke
warranty?" to brmg some balance mto my life
Furthermore, the hospital could with some personal growth I've
be sued by patients who believe spent a lot of time on the profes-
they should have been Informed sional side Now, I'd like to nour-
about items bemg reused, or that ish the soul " m
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Judges for 2001 Risk Manager of the Year awards

he 2001 Risk Manager of
the Year is the 24th indi-

vidual to receive the hon-
or, an annual tradition
that was begun in 1977 to
commemorate the 10th
anniversary of Business Insurance.

The Risk Management Honor
Roll, which was added in 1981,
recognizes the achievements of
risk managers in various segments
of the field.

Ten independent professionals
judged this year's entries for the
Risk Manager of the Year award.
Honorees were selected based on
the judges' opinions of each nomi-
nee's program as it was detailed in
the entry. This year's panel com-
prises the 2000 and 1999 Risk
Manager of the Year recipients,
two Risk Management Honor Roll
members, two insurer executives,
two brokerage executives, a risk
management consultant and an
insurance educator.

Judges for the 2001 awards

- Terry Broderick, president and
chief executive officer of Royal &
SunAlliance USA in Charlotte,
N.C. Mr. Broderick represented
stock companies on the panel.

- Paul F. Buckley, treasury di-
rector-risk management at Lucent
Technologies Inc. in Murray Hill,
N.J. Mr. Buckley is the 2000 Risk

Manager of the Year.

- Jim Carson, interim director
and professor of insurance at the
Katie School of Insurance at Illi-
nois State University in Normal,
lll. Mr. Carson represented eduea-
tors on the panel.

« Merritt VW. Fabel, director of
corporate risk and insurance for
American International Group
Inc. in New York. Mr. Fabel, the
1999 Business Insurance Risk
Manager of the Year recipient,
also served on the panel last year.

- Gary R. Griffith, chief execu-
tive officer of Summit Global
Partners Inc. in Dallas. Mr. Grif-
fith represented regional brokers
on the panel.

- Robert Hughes, president,
chief executive officer and consul-
tant for Robert Hughes Associates
Inc. in Richardson, Texas. Mr.
Hughes represented consultants.

 Theodore G. Jeske, risk man-
ager for Historic Tours of America
in Key West, Fla. Mr. Jeske is a
member of the 2000 Risk Manage-
ment Honor Roll.

= Sheryl A. Pixler, risk manager
for Storage Technology Corp. in
Louisville, Colo. Ms. Pixler, a
member of the 1999 Risk Manage-
ment Honor Roll, served on the
panel for the 2000 awards.

- John T. Sinnott, president and
chief executive officer of Marsh &

Risk Managers of the Year

2000

Paul F. Buckley
Lucent Technologies Inc.

1999
Merritt W. Fabel
American International Group Inc.
1998

Phillip J. Grewar
Government of British Columbia

1997

Judy Lindenmayer
FMR Corp.

1996

Brian D. Casey
Corning Inc.

1995

Scott K. Lange
Microsoft Corp.

1994

Lucille A. Gallagher
Monfort Inc.

1993

Richard C. Heydinger
Hallmark Cards Inc.

1992

Millicent W. Workman
Belz Enterprises

1991

Arnold L. Davenport
Marriott Corp.

1990

Stephen M. Wilder
The Walt Disney Co.

1989

Jeffrey W. Pettegrew
Contra Costa County

Municipal Risk Management
Insurance Authority
1988
William L. Mather
The Gillette Co.
1987
Edith F. Lichota
Irving Trust Co.
1986
Donald Nelson
ARA Services Inc.
1985
Harold C. Lang
Leaseway Transportation Corp.
1984
Richard M. Inserra
American Can Co.
1983
John A. O'Connell
Holy Cross Shared Services Inc.
1982
Eckarl Russell
Alcan Aluminium Ltd.
1981
Duane E. Allen
Hanna Mining Co.
1980
Thomas V. Hallett
General Motors Corp.
1979
Edward L. Erickson
American Broadcasting Cos. Inc.
1978

Howard T. Weber

Minnesota Mining &
Manufacturing Co.

McLennan Cos. in New York. Mr.

Sinnott also served on the panel
last year and represented interna-
tional brokers.

= William D. Smith, president
and COO of Kemper Insurance
Cos. in Long Grove, lll. Mr. Smith
represented mutual insurers.

Judges evaluate each entry
based on 10 criteria (see related

story). The nominee with the high-

est total score is named Risk
Manger of the Year; the remaining
individuals are placed into one of
four categories:

» Corporations with sales ex-
ceeding $300 million.

« Corporations with sales of less
than $300 million.

- Government entities.

» Tax-exempt or non-profit en-
tities.

The highest-scoring individual
in each field not represented by
the Risk Manager of the Year was
considered for the Risk Manage-
ment Honor Roll.

A nominee need not handle risk
management responsibilities full
time, but he or she must be a
full-time employee of the organi-

zation whose program he or she
directs.

Criteria for selecting 2001 RMOY

en criteria are used by
judges to score the nomina-
tions for the annual Risk
Manager of the Year Award
and Risk Management Hon-
or Roll.

The panel of 10 independent judges
scores each nominated candidate on a
scale of one to 10, according to how
well he or she:

« Established and implemented an ef-
fective risk management program within
the organization.

= Tackled and solved one or more
major problems for his or her organiza-
tion.

* Innovatively applied the diverse
tools of risk management and insur-
ance.

« Creatively and effectively used the

insurance markets to structure an insur-
ance program that serves the needs of
the organization (specifically addressing
the types of policies purchased and
manuscripted policies, if any).

- Established a workable intelligence
system both inside and outside the or-
ganization, culminating in a flow of in-
formation about events and activities
that affect the organization's risk man-
agement and insurance.

How the risk manager secures infor-
mation from other departments and the
use of risk management information
systems and other information technol-
ogy tools are addressed in this criterion.

« Skillfully performed the functions of
management in the overall organization
and within the risk managemenUinsur-

ance department.

The functions include planning, oma-
nizing, directing and controlling.

+ Achieved the most effective pro-
gram at the optimum cost over the long
term.

« Developed technical expertise in
any or all of the broad categories includ-
ed within risk management, leading to a
better managerial grasp of the opera-
tional aspects of the job.

« Exhibited an attitude and performed
activities fostering the advancement of
the risk management profession (such
as professional activities, speaking en-
gagements, teaching and related activi-
ties)

« Developed in his or her career (as
exhibited by job history, including cur-
rent job description, education, honors

and memberships).

Risk Management Honor Roll winners

2000

Theodore G. Jeske

Historic Tours of America Inc.

1999

David A. Holcombe
International Speedway
Corp. & NASCAR

Lewis Leigh
Washington Cities
Insurance Authority
Sheryl A. Pixler

Storage Technology Corp.

1998

James E. Green
Small corporation
Mark L. Hubbard
Adventist Health
Science Center
Edward Molloy
Large corporation

1997

John J. Carney
National Freight
Industries Inc.
Betsy Kutska
Park District Risk
Managment Agency
William R. Powell
Salt River Project
Russell Opierkuch
Bankers Trust Co.
Jeannie Sedwick
AHA-Insurance

Resource Inc.

1996

Craig S. Macdonald
Bi-State
Development Agency

Michael Tawney

Loomis Armored Inc.

1995

Lee D. Holland
Tennessee Municipal
League Risk
Management Pool

K.C. Kidder
Norwest Corp.

Judith Payne
South Dakota

Bruce Zaccanti

Jupiter Mechanical

Industries Inc.

1994

Sal M. Bianchi
Intergovernmental Risk

Management Agency
Judith Moses McDonald

Comerica Inc.
Ronald J. Guilloile
City of St. Paul, Minn.
Thomas J. Hickey

Malcolm Pirnie Inc.

1993

David G. Adler

The Portman Cos.
Thomas E. Bell Sr.

Middle Cities Risk

Management Trust

June Dickinson
SunTrust Banks Inc.
C. David White

State of Oregon

1992
Marc Darhy
Bombardier Inc.

Jerry Newsom
State of Georgia
Judith Tornese

Transamerica Corp.

1991

Donald D. Batchelor

Union Planters Corp.

Marv L. DeCampli-Stewart
Metropolitan Washington
Airports Authority
Rod Umscheid

University of California

1990

Josephine Goode Johnson
University of Maryland
Medical Service System
Roger D. Oaks
Tennessee Farmers
Cooperative
M. Michael Zuckerman

Thomas Jefferson University

1989

John A. Lindquist
Browning-Ferris

Industries Inc.

J. Douglas Higley

State of Louisiana

1988

Gregory L. Daniels

American National
Red Cross
Timothy G Galarnyk
Lunda Construction Co./
Phoenix Steel Inc.
Stephen A. Finley
City of Lakewood, Colo.
Edward G. Weiss

First of America Bank Corp.

1987

Susan M. Werner

Hardee's Food Systems Inc.

Mark F. Wilson

First Mississippi Corp.

1986

Delmer Ison
Washington Metropolitan
Area Transit Authority

William E. Rogers
Conemaugh Valley
Memorial Hospital

1985

Susan N. Weiner

Dade County Public Schools
Eva F. Goodrich

Cincinnati Electronics Corp.

1984

Sidney D. Blatt
Holloway Cos.
Gene Snyder
State of Oregon

1983

Jerri Nelson MacMillian

Aetna Life & Casualty

Cos.'Real Estate
Investment Department
Robert Sinclair
Metropolitan Government

of Nashville and

Davidson County

1982

Spencer J. Traver
BF Goodrich Co.

Paul B. Harvey
Ponderosa Homes
Gene M. Marsh
General Conference of
Seventh-Day Adventists
George N. Pierce
Orange County, Fla.

1981

Robert Bieber
Westchester County, N.Y.
William Ryan
University of Michigan
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GLOBAL BRIEFS

0O1dwick, N.J.-based A.M. Best Co. has
announced changes to the way it reports
on the financial strength of the Lloyd's of
London insurance market. Currently,
Lloyd's is rated A, or "excellent," but Best
said certain Lloyd's syndicates were able
to offer security above that of the mar-
ketwide rating. Best said that while the
market rating will remain the "floor of se-
curity" for all policies underwritten by
Lloyd's syndicates, some syndicates may
be assigned a higher rating.. ..Moody's In-
vestors Service has assigned an A2 insur-
ance financial strength rating to Tokyo-
based Gibraltar Life Insurance Co. Ltd.
Gibraltar is the successor company to Ky-
oei Life Insurance Co. Ltd., which filed a
plan of reorganization last October. Un-
der the plan, Kyoei was acquired by a unit
of Prudential Insurance Co. of America
and renamed. Moody's based its rating in
part on the sound capitalization of the re-
structured company....Michael Bright
has resigned as chief executive officer of
London-based Independent Insurance
Co. Ltd., effective immediately. Mr.
Bright will assume the new post of deputy
chairman, 'and Independent's current
chairman, Garth Ramsay, will become
executive chairman until a new CEO can
be found. No reasons were given for the
change....U.K. Secretary of State for
Health Alan Milburn has confirmed that
the U.K. government plans to impose a
moratorium on insurers' use of genetic
test results when calculating premiums.
Mr. Milburn said the government would
implement legislation to impose a mora-
torium if recommended to do so by its ge-
netics commission....Lloyd's of London
managing agent Atrium Underwriting
P.L.C.'s syndicate 570 has reported its
first-ever loss. Atrium's results for the
1998 year of account, announced last
week, mvealed that the nonmarine syndi-
cate, which specializes in US. profession-
alindemnity and property business, regis-
tered a loss of 3.2% of capacity-its first
loss since it was founded in 1968. The syn-
dicate's 1998 stamp capacity was £50.4
million ($83.2 million). Atrium said its
book was hit by an unusually high num-
ber of losses, including hurricanes Mitch
and Georges. Atrium's marine syndicate
609 made a profit of 5.6% of capacity for
the 1998 year....A credit assessment plan
for African insurers and reinsurers may
begin operations before year end. A dele-
gallon from the African Insurance Organ-
isation, which represents 270 insurance
and reinsurance companies and regula-
tors from 41 African countries, met last
week with Standard & Poor's Corp.,
which will be technical adviser for the
plan. The AlIO-run Credit Assessment
Committee is backed by the United Na-
tions Conference on Trade and Develop-
ment. The committee aims to provide pol-
icyholders and intermediaries with a
transparent view of the financial strength
of nonlife insurers and reinsurers....Paul
Schappacher has been named director of
Asia-Pacific property at the new office of
Zurich Global Energy SM. in Melbourne,
Australia. Previously, Mr. Schappacher
was energy manager of Australia, New
Zealand and Papua New Guinea for
American International Group Inc.
Schaumburg, lll.-based Zurich Global
Energy S.M. opened the Melbourne office
in February....London-based consultant
PriciewaterhouseCoopers L.L.P. has ap-
pointed Mark Batten head of its insurance
restructuring group. Previously, he led
PwC's shareholder-value consulting
practice....Marc Archambault has been
appointed executive vp of SCOR Vie
Canada. Previously, he was assistant vp-

marketing at SCOR Life Re in the United
States.
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ST dials up new pension plan

By CAROLYN ALDRED

LONDON-OnNne of the United
Kingdom's largest employers is
closing its defined benefit pension
plan and offering a defined con-

tribution plan.
London-based BT P.L.C. an-

nounced this month that new em-
ployees of the telecommunica-
tions giant will no longer be able
to join its £29.72 billion ($42.87
billion) defined benefit plan, re-
garded as one of the best pension
plans in the United Kingdom. In-
stead, employees joining the com-
pany after April 1, 2001, will have
the option of participating in a
defined contribution plan. The
defined benefit plan-known in
the United Kingdom as a "final

salary" plan-has 380,755 mem-
bers, including 120,449 existing
employees, who will be entitled to
remain with that plan.

The move is the latest-and
largest-among many by U.K.
employers toward defined contri-
bution pension plans, which are
known in Britain as "money pur-
chase" plans.

At the same time, benefit con-
sulting company William M. Mer-
cer Inc., a unit of New York-based
Marsh & McLennan Cos. Inc.,
warns in a review of defined ben-
efit pension plans this month that
many employees will be worse off
than they realize when they retire,
because the level of contributions
in many of these plans is inade-
quate.

U.K. expanding
parental leave

LONDON-The U.K. gov-

ernrmnent has extended

parental leave rights to an
additional 2.8 million par-

ents.

Ministers announced last
Wednesday that parents with
children who were under the
age of 5 as of Dec. 15, 1999, as
well as those with children
born or adopted after that
date, will be entitled to 13
weeks' unpaid leave.

Previously, the government
had ruled that only the par-
ents of children born after
the cutoff date were eligible
for the benefit. But the Lon-
don-based Trades Union
Congress, a labor organiza-
tion, mounted a legal chal-
lenge last year to the ruling.

The TUC, represented by
Cherie Booth, who is the wife
of U.K. Prime Minister Tony
Blair, argued that the cutoff
point was contrary to Euro-
pean Union law on parental

rights. Prior to last week's
change, the United Kingdom
was the only E.U. member
state that had such a cutoff
date.

The case was referred to

the European Court in Stras-
bourg, France, and is due to
be heard this week. A TUC
spokesman said after the
government's announcement
last week that, although the
case is still scheduled to be
heard, he was confident that
TUC would be satisfied with
the change once it has seen
the official government docu-

ments on the matter.

Parental leave rights also
were extended to allow each
parent of a disabled children
the right to take a total of 18
weeks' unpaid leave at any
point until the child's 18th
birthday. Previously, the par-
ent of a disabled child could
take a maximum of 13 weeks'

leave.

BT decided to change its pen-

sion plan because it believed that
'defined contribution pensions
were better suited to our employ-
ees," said a BT spokesman. He
pointed Jut that "a shift in work-
ing patterns anda more-flexible
workforce, with employees now
changing Lobs more often" make
defined contribution pension
plans more appropriate.

The mc,ve "is something we've
been considering implementing
for years. It is not a decision that
we have taken lightly,"” the
spokesman said, pointing out that
the company's trade union had
been fully consulted during the
process.

Alan Rekering, chairman of the
National Assn. of Pension Funds,

agreed that defined contribution
plans often are better suited to to-
day s employees because of their
greater flexibility.

Mr. Pickering also pointed out
that many employers favor de-
fined contribution plans because
they mduce the risk to the compa-
ny's balance sheet presented by
defined benefit plans. "There is
already a lot of business risk in
companies' mainstream activities,
and companies increasingly do
not want the open-ended liabili-
tie of deEined benefit schemes on
top of those risks," he said.

In a defined benefit plan, an
employer guarantees the employ-
ee a certain level of pension, usu-
ally a fixed percentage of the em-

See PenSIOn or. page 103

Claiming a right to sue

Jaffray names fight
Lloyd% immunity

By SARAH VEYSEY

LONDON-LIoyd's of Lon-
don was back in court last week
as a group of disgr:untled names
sought to establish that Lk,yd's
statutory immunity to negli-
gence charges is contrary lo the
new U.K. Human Rights Act.

The names, who were part of a
dismissed fraud suit initially
brought against Lloyd's by
property developer Sir William
Jaffray (El, Nov. 26,2000). are
represented by the London-
based United Names Organisa-

tion.

The individual investors at
Lloyd's claim that Article 14 of
the 1982 Lloyd's Act, which
stipulates that the Council of
Lloyd's cannot be sued for neg-
ligence, contravenes the HRA,
which was signed into law last
October (Bl, Oct. 9,2000). The
names argued that the HRA
provides all citizens with the
right to a civil resolution of a

dispute in court, and they
sought to amend their charge of
fraud-which failed in court-
to one of negligence.

"Lloyd's has issued an appli-
cation to strike out the remain-
ing non-fraud claims in the Jaf-
fray case,"” Lloyd's said in a
written statement. "Lloyd's
considers that the names' appli-
cation to amend their pleadings
to proceed with claims of negli-
genee, including their argu-
ments in respect of the Human
Rights Act, has no substance
and are confident that the court
will dismiss it," Lloyd's added.

UNO Chair Catherine
MacKenzie Smith said in a
statement that if the court re-
fuses to allow the plea amend-
ment. the names would take
their case to the Court of Appeal
and, if necessary, the European
Court of Human Rights.

Last November, the judge in
the Ja#ttay case cleared Lloyd's

See Names on next page

Fortis offering crash com pensation

BRUSSELS, Belgium-The
insurer of the driver whose vehi-
cle slid off a road and caused the
Feb. 28 rail crash in Great Heck,
England, has invited those in-
jured and the families of those
killed to apply for compensation.

Fort:is Insurance Ltd., the Lon-
don subsidiary of the Belgian-
Dutch financial services group
Fortis, insured the driver whose
Land Rover slid off a highway in
bad weather and came to rest on
a railroad track. The Land
Rover, made by a division of

Ford Motor Co., was pulling a
trailer loaded with another car at

the time of the accident. A north-
bound passenger train struck the
Land Rover, derailed, and then
collided with an oncoming
freight train. The accident left 10
people dead and 70 injured (B,
March 12).

Alan Sendall, claim djrector at

Fortis in London, said letters

have been sent to certain parties,
inviting them to make claims,
even though crash investigations
are still ongoing.

"lIrrespective of the outcome of
these investigations, claims re-
lating to the injured and de-

ceased will be dealt with and

paid by Fortis Insurance,” Mr.

Sendall said in a statement.
Fortis Insurance will pay the

first £1 million ($1.43 million) in

claims-which it will seek to re-
cover if the driver is found not li-
able-with the parent company,
Fortis, providing the next
£500,000 ($715,000). Fortis is
reinsured for anything above this
level, according to the company.
Shortly after the crash, Fortis
said in a statement that, because
of its reinsurance arrangements,
the cost of the expected claims
would have a "negligible” im-
pact on its results.
-By Edwin Unsworth
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The insurer of a driver in a mishap that caused a fatal U.K. train
crash has, offered to compensate victims and their families.
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Ccntinued from previous page
of fraud allegations brought by
216 names. The names had
charged that they were fraudu-
lently recruited to the Lloyd's
rnarket during the 1970s and
1980s to provide capacity tc soak
up the impending asbestosis-relat-
ed losses that crippled the market
in the early 1990s. The names al-
leged that 33 senior members of
Lloyd's had concealed the true ex-
tent of those impending losses and
that the market had made misrep-
resentations in recruiting in-
vestors.

The judge, Mr. Justice Cresswell
cleared Lloyd's of making fraudu-
lent misrepresentations to names.
But he condemned as "staggering”
what he described as a "catalog of
failure by underwriters through-
out the 1980s." Mr. Justice Cress-
well is also presiding over the plea
amendment hearing.

Many of the names involved in
the Jafny case accepted a settle-
ment offer (BIl, Feb. 5) made by
Lloyd's after the verdict, but sev-

eral haverefused the offer.

The plea amendment hearing
began in the High Court last
Wednesday amid some confusion.
Mr. Justice Cresswell requested a
clarification of the names' position
and of the number of names now
party to the case. He released the

names' attorney-Vincent Nelson
of London law firm More Fisher

Brown-to reformulate the names’
submission. Mr. Nelson's col-
league, Gordon Nardell, mean-
while, began the names' argu-
ments. He said that before the
HRA was signed into U.K. law last
October, it would have been im-
possible to argue against Section
14 of the Lloyd's Act on human
rights grounds, as the courts were
bound by U.K. law. But, he con-
tinued, the judge must now decide
whether objections to Section 14
were arguable under the new law.
He pointed out that, under the
terms of the HRA, it was unlawful
for a public authority-such as a
court of law -to act in contraven-
tion of the rights protected by the
act.

The hearing was expected to last
three days. En
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Acturis wants to cut policy errors

By EDWIN UNSWORTH

LONDON-European insurance
buyers are expected to benefit from
a new Internet-based initiative to
reduce errors and inefficiency in
processing commercial lines poli-
cies.

Acturis Ltd., a newly launched
London-based company, plans to
make an online service available
early next year that will give brokers
administrative support and other re-
sources to reduce policy errors.

Foundedbytwo formeMeKinsey
& Co. consultants who led the firm's

U K. insurance and e-commerce

practices, Acturis is led by Co-Chief
Executives Theo Duchen and David

Mclhonald.

A study by Acturis found that Eu-
rcpean commercial lines insurers
and brokers waste up to 34% of pre-
miums, or about £1 billion ($1.44
billion), annually through inefficient
transactions. Acturis' analysis found
thatin the U.K. commercial lines in-

dustry, 50% of documents sent by
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an insurer to a broker are incorrect
and must be re-sent, 30% of these

re-sent documents remain incorrect,

The Acturis solution

indudes technology,
process redesign, and

product and service

innovation.
- David McDonald

Acturis Ltd.

and more than 35% of documents
take well over 100 days to be issued
to the policyholder after being re-
ceived by the broker.

Mr. Duchen said the online service
will target U.K independent region-
al brokers initially, and Mr. Mcl)on-
ald said the service may be extended

to other European commercial lines
brokers in the second half of 2002.

Components of Acturis include
electronic exchange of data and
structured risk information between
brokers and insurers, a management
information system to provide all
partners with business information;
and a task management system to
support a variety of brokerage oper-
ations.

"Technology alone will only rein-
force existing inefficiencies," Mr.
McDonald said. "The Acturis solu-
tion is made up of approximately
one-third technology, one-third pro-
cess redesign and one-thimi product
and senrice innovation.”

Acturis Chairman Sir Brian Pit-
man, a former chairman of the bank
Lloyds TSB, said that "both bnokers
and insurers must act quickly to re-
duce costs and improve service lev-
els and profitability.”

He added that "the possible cost
savings are becoming too great for
customers and shareholders to ig-
Ry e _"" L om am
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TREATY REINSURANCE INTERMEDIARIES

AND

INSURANCE BROKERS

UNIQUE SOLUTIONS
SERVICE

SUCCESS

DALLAS, TEXAS

TEL: (972)866-6815 FAX: (972)866-6801
EMAIL: SOLUTIONS@EWIRETX.COM

Investing in the Future of

entures™ Insurance Technology <

* "Progress can only be achieved through collaborative processing utilizing
technology and work flow improvements"

-Bill Kuebler, Founding Principal of EVI

"f ' EVI principals: Bill Kuebler, Peter Lynch, Jim Hatch, Brian Magowan

www.euclidianventures.com Please visit us at RIMS, Booth #448
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Wanted for purchase, Connecticut
based insurance agency or related
business. Minimum revenue,$3M
Contact Ms.Banahan, PO Box 360,
Cambridge, NY 12816
E-mail. wonderyr2000@yahoo.com
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RICHARD MEYERS
& ASSOCIATES. INC.

Executive
Recruiters

Nationwide

* Risk Management

« Insurance Brokerage
* RMIS Technology

« Safety & Loss Control
« Claims Management

« Risk Management Consulting

*« Temporary Opportunities

Chicago Area Opportunity

Retir,ng? Leaving the business?
Looking to pull back some?
Successful producer with top 10
Chicago area Insurance brokerage

is looking to buy your book of
busiress.

Please contact John at (877) 987-
7873

em]lllii

aVWhere Professionals
Insure Their Careers"”

Please visit us at the Atlanta

RIMS Conference at Booth 1611

We are currently representing
key searches:

« Dir. of Risk Mgmt. in Chicago.
« Risk Mgr. in Stamford, CT.
« Int'l Risk Mgr. in Denver, CO.

15 James Street, Main Level,
Florham Park, NJ 07932

Call 973-765-9000
Fax 973-765-9009

www.rmainc.com
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» Free Resume Posting & Free Resume Search -

- Free Job Posting & Free Job Search -

UltimatelnsuranceJobs.com

Career Gateway For ALL Insurance Professionals
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Workers Comp Manager

We need a system savvy fiscal expert!
Someone who can design W/C programs
for hundreds of clients, manage a $7
million trust fund, oversee 500+ new
Insurance Li.igation Firm hiring
Experienced Senior Insurance Litigation
Attorney to join present staff and help

claims per year and sleep at night!

Manager is responsible for the entire W/C
program - - program design, funding, risk
mgmt, financial solvency, marketability,
communications, safety, claims, service
and compliance. Directs staff of 3 to 5.
Must have 3+ yrs exp as mgr of W/C,
insurance or finance & a BS in business OR

build operation.

Extensive experience with Insurance
Carriers in labcr law, general negligence,
subrogation. management of department,
etc. required.

equivalent combination. Attractive ccmpensation/benefits package.
We are administrative employers. We
simplify life for businesses by handling the
paperwork associated with h/man
resource mgmt and offering Fortune 500
benefits. (NOT a temp agency/search
firm). Nationwide we rank among the top
25 in our industry. Serve 850 client
companies and 10,000 employees.

Reply in confidence:
Busine Insumnce, 803161
740 North Rush Street
Chicago, lllinois 60611 -2590

M ®=Mailu
Al f@GOI[7 ad

iamleshi@crain.com

By 5/13, send letter & resume to
Employers Resource #/WC
1301 1 Vista, 200, Boise, ID 83705
Fax (208) 363-7356
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"The Risk Executive Recruiting « Career Coaching

Visit us at die RIMS Conference

Booth #1654

100 Eagle Rock Ave. East Hanover, NJ 07936
Phone 973-887-2300 Fax 973-887-4334

.Wanage H irrit

Career

E.rperts”

- Mike Tannenbaum
= Barry Cltron

- Lee Burrows

www. keystrategies.com

Your Experience Is About To Pay Off.

PU Brokerage, a national insurance broker and subsidiary of The Chubb
Corporation, is seeking ambitious, aggressive and experienced professionals
for various positions nationwide. PU specializes iN niche personal insurance
sales and marketing and offers you the advantages of an entrepreneurial
culture with exceptional Fortune 500 benefits.

Regional And Office Managers

Will manage sales and service for one or maple PLI offices. Should have
experience working with upscale clientele and strategic alliances, including
financial consultants, mortgage lenders, and realtors.

Relationship Managers

Looking for highly motivated individuals who can foster new client relation-
ships through partnerships with financial consultants, affinity groups and real

estate busmesses
Sales Executives

If you have a strong entrepreneurial spirit and the ability to bond well with
prospects and clients, determine their needs and provide approptiate services,

we have a position for you,

All candidates should possess valid P/C License and experience in
similar position. For job opportunities in your area, visit our website at
www.plibrokerage.com. Send resume to: Human Resources, PLI Brokerage,
25 Independence Blvd.,4th FIDOr, Warren, NJ 07059 or fax to 908-903-6501
or e-mail to: careers@plib.com.
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Managing Partner
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Harvard Aimes Group

We do ONE thing_..
..... VERY Well!

CORPORATE Risk Management Recruiting

Celebrating our 24th

www.RiskManagementSearch.Com
Year of National Search

to the Risk Management

Medical Malpractice Community

Insurance Sales Our Prestigious client is seeking a:

* Vice President *
We seek a licensed producer with
experience in the medical professional
liability insurance industry to join our
growing firm. We offer a casual, but
professional work environment. If you
are considering a change, please contact:

Lemme Insurance Group, Inc.,
3701 Algonquin Road, Suite 810,
Rolling Meadows, IL 60008
Fax: 847-385-6801

* Risk Management *
and is ojfering a

* 200K Package *

Visit us during the RIMS Conference
in Atlanta at Booth #1311.

LOGIC ASSOCIATES
67 Wall Street - Suite 2411
New York, NY 10005

Telephone: 212-227-8000
Fax: 212-766-0188
underwritingJOBS.com E-mail:

bperry@logicassociates.com
The Employment Site for Underwriters perry@log

underwriter openings across the USA

Visit us at www.UWJOBS.com

#1 on YAHOO for underwriting jobs!
elil'liAD

SEIZE YOUR FUTURE!

Corporate Systems, Inc. the leading claims
automation and reporting vendor is looking for
individuals with 2 to 4 years of insurance industry
experience for the following positions:
Business Analyst
Implementation Executive
Risk Consultant
Special Operations Manager

Professional Services Group Manager
Data Conversion Team Leader

Generous relocation assistance provided as well as full
benefit package including medical, dental, vision, disability,
401(k) and professional development incentives.

If you are ready to join a leader who will see you as
one of its greatest assets, please apply directly at
csresumes@csedge.com. For additional employment
opportunities, visit our web site at www.csedge.com
or mail your resume to: Staffing Manager,

1200 Corporate Systems Center, Amarillo, TX 79102
Office Locations: Lisle, IL and Amairillo, TX

curnmurate
s Yatems

SEE IT NOW

Looking for a candidate
to fill the job?

When the most talented men and

Business
Insurance®

women in the insurance industry
wanttomake amove, they tum to

Call: Irais Amleshi at 312-649-5340 for advertising details.

More Classifieds Online!

Visil www.businessinsur<e.comY
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Pension

Continued from page 99

ployee's final salary. If the contribu-
tion levels have been computed in-
correctly and prove inadequate to
match the pension liability, the risk
lies with the employer. In a defined
contribution plan, though, the pen-
sion level depends on the contribu-
lions, which effectively transfers the
program's risk to the employee.

Moreover, Mr. Pickering said, the
regulation of defined benefit plans is
much greater than that of defined
contribution plans, resulting in a
heavier burden on employers that
maintain such plans.

While defined contribution plans
can offer employers-and, often,
employees--a preferable option,
there is "some cause for concern for
society at large if the switch to de-
fined contribution plans is accom-
panied by a reduction in contribu-
tions," Mr. Pickering said.

That is a concern Mercer raised in

Ergonomics debate, GLB color comp outlook

By MEG FLETCHER

ORLANDO, Fla.-Workers com-
pensation advocates continue to face
a broad array of legislative and reg-
ulatory challenges at both the na-
tional and state levels, according to
several speakers at the annualissues
symposium of the National Council
on Compensation Insurance, held
April 17-19 in Orlando, Fla.

On the nationallevel, several con-
cerns remain despite the decision
last month by Congress and the
Bush administration to rescind the
ergonomics rules developed by the
Occupational Safety and Health
Administration during the Clinton
adrninistration.

its latest pension survey results,
published April 17.

A survey of 288 UK companies
showed that average contributions
by defined contribution plan mem-
bers have risen slightly in the last
two years, to 3.5% of pay from 3%.
The survey found that employers'
contributions also rose, to an aver-
age of 6.25% from 5.7%.

But Mercer notes, though, that, for
most people, current contribution
rates are still inadequate to provide
acceptable income in retimment.

"With improving longevity, the
decline in interest and annuity rates
and worsening returns on invest-
ment, many members will not be
able to maintain the same standard
of living that they enjoyed whilst at
work," said Jonathan Gainsford,
European partner at Mercer.

"On average, total contribution
levels for employers and employees
are less than 10% of pay. A figure of
15% to 20% would be more realistic
to secure adequate pensions-espe-
cially in the current environment,”

While President George W. Bush
voiced fears about compliance costs
for small businesses, representatives
of workers comp insurers and em-
ployers also focused on the negative
impact of a proposed compensation
plan contained in those rules. If en-
acted, the plan would have under-
mined the exclusive-remedy pix)vi-
sions of states' workers comp laws,

according to several representatives
ofinsuier trade associations.

Among the members of Congress
who supported the recision of the er-
gonomic rules was Rep. Dave Wel-
don, R-Fla. Rep. Weldon, a physi-
cian, said that many of those rules
were "overkill"* and were designed
by a bureaucracy that was out of
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Mr. Gainsford said. He added that
"many people will be blissfully ig-
norant of the level of benefits they
are going to get. Members need to be
given a clear indication of their like--
ly pension and, where this doesn't
meet their expectations, encouraged
to save more.”

According to the Mecer survey,
67% of companies do not automati-
cally provide projections of individ-
ual nnennbers' retirement benefits.
New regulations, though, will re-
quire companies throughout the
United Kingdom to provide such
projections at least once a year, be-
ginning in April 2002.

"The level of benefits revealed
could come as an unpleasant sur-
prise to many members," Mr. Gains-

ford said.

Messrs. Pickering and Gainsford
stressed the need for effective com-
munication of benefits to employees.
Good communication is particularly
important in switching from a de-

fined benefit to a defined contribu-

tion plan, Mr. Pickering said.

touch with the needs of employers
and insurers.

As a clinician who has seen pa-
tients with carpal tunnel syndrome,
though, Rep. Weldon said he sup-

ports "reasonable and appropriate"
ergonomic rules. Federal law re-
quires, however, that the new rules
not be "substantially similar” to
those that weR rescinded.

While OSHA may be busy craft-
ing the new ergonomics rules over
the next few years (see story, page 3),
several other workers comp-related
concerns affect the nation.

A key matter is the implementa-
tion of privacy protections for medi-
cal information under the U.S. De-
partment of Health and Human
Services' medical privacy regula-
tions. The Bush administration re-
cently adopted those measures,
though it promised that some modi-
fications would be made before it
began implementing them.

As a result, Rep. Weldon said,
HHS will be scrutinizing the privacy
regulations, which were crafted dur-
ing the Clinton administration, to
help ensure that the rules are rea-
sonable and do not negatively affect
America's competitiveness.

Rep. Weldon said he believes that
insurers "must be able to access
medical information to determine if
the injury is work-related” and to
discourage fraudulent claims.

While the privacy rules specifical-
ly exclude their application to work-
ers compensation care, they still
contain provisions that could nega-
tively affect the workers comp sys-
tem, speakers said.

For example, the rules allow a
claimant-r his or her attorney-to
revise the records, said EIliC Oxfeld,
president of UWC-Strategic Ser-
vices on Unemployment and Work-
ers Compensation. The Washington-
based national lobbying group rep-

msents business interests.

Another potential problem in the

To convince employees of the ad-
vantages of defined contribution
plans and to counter criticism about
the changeover, employers often fo-
cus on the upside of the change, such
as increased empowerment for em-
ployees, Mr. Pickering said. But, he
said, employers fail to StrESS the in-
creased risk to the employee.

Meanwhile, Mercer's survey
showed that just 15% of plans use
Internet technology to provide
members regularly with up-to-date
information about their benefits.

In those instances in which Inter-
net technology is used, it most often
provides only general information
about plans. Access to personal fund
information coupled withthe ability
to change the contribution levels for
investment options is available in
fewer than 1% of the defined contri-
bution plans sunieyed.

"Twenty-four-hour access to
members' information, with trans-
actional facilities, is a goal that all
schemes should ultimately be aim-
ing for," Mr. Gainsford said.

processing of workers comp claims
stems from the failure of the provi-
sions to clarify the authority of a
"covered entity" to disclose infor-
mation to a workers comp insurer,
said Bruce Wood, assistant general
counsel with the Washington-based
American Insurance Assn.

Overall, the new HHS privacy
rules constitute "a new cost driver,"”
said Rodger S. Lawson, president of
the Downers Grove, lll.-based Al-
liance of American Insurers.

Other important privacy concerns
result from provisions of the federal
Gramm-Leach-Bliley financial
modernization law that allow state
insurance regulators to impose

stricter standards on insurers to pro-
tect consumers' health information.

The issue is more relevant to in-

surers than to banks because, typi-
cally, an insurer has greater access
to an individual's personal health
information, such as the test results
required when that person applies
for life insurance, said Kathleen Se-
belius, president of the National
Assn. of Insurance Commissioners
in Kansas City, Mo. As a result, state
insurance regulators maintain that
an opt-in standard is most appropri-

ate in many cases, said Ms. Sebelius,
who also serves as the Kansas insur-

ance commissioner.

Another key concern is whether
insurers should be able to obtain na-
tional charters, which would elimi-
nate the need for an insurer to seek
approval from each individual state
in which it seeks to operate.

Rep. Weldon said he doesn't think
Congress is ready for nationalinsur-
ance charters, because, he said, the
topic could be "very divisive." In
predicting whether Congress would
pass any major legislation on the
topic, he said, "It is highly unlikely."

Meanwhile, state legislatures are
engaged in related legislation.

For example, many states are
busy adopting measures related to
the implementation of the Gramm-
Leach-Bliley Act. To achieve this,
some are considering either the
adoption of a new NAIC modellaw
or the updating of an old NAIC
model, while other legislatures favor
a more liberal model proposed by
the National Conference of Insur-
ance lkgislators.

That act also encourages state leg-
islatures to establish more uniform

Bosiness/#suranct Apri130.2001 /103

In regard to plan management,
Mercer's Survey showed a decline in
the number of plans administered
in-house-from 20% in 1998 to just
6% in 2000. Currently, 55% of plans
are run by third-party administra-
tors, 34% by insurance companies
and 5% by investment managers.

"Companies are becoming in-
creasingly aware of the substantial
risks involved in administering DC
plans. Mistakes in calculating mem-
bers' contributions or investing
them canbe costly and are often dif-
ficult to correct,” Mr. Gainsford
said.

"Compared with defined benefit
schemes, DC plans are much more
complex and demanding to adrnin-
ister. Few companies have the expe-
rience to cope in house or can aEford
the systems to deliver services com-
parable to what the leading external
providers are otfering," Mr. Gains-
ford said. "It is not surprising we
have seen a rapid move towards out-
sourcing the day-to-day running of
DC schemes."" m

licensing of agents and brokers.

In that regard, Ms. Sebelius said
"Congress set the bar way too low,"
by merely requiring that at least 29
jurisdictions adopt similar recipro-
callicensing arrangements. She said
many more states would adopt mOIF
extensive licensing requirements
that would encourage uniformity. In
addition, she said, such changes
could be implemented with the help
of a new, sophisticated agent
database being developed in con-
junction with the NAIC.

Furthermore, Ms. Sebelius said,
states are making great strides in
streamlining the licensing and rega-
lation of insurers, as well as the ap-
proval process for new products.

But insumrs don't want to see leg-
islatures impose "rollbacks" enear-
lier tort and benefit reforms of
workers compensation, said Nancy
M. Schroeder, assistant vp of the
Des Plaines, lll.-based National
Assn. of Independent Insurers.

Concurring, Mr. Oxfeld said that
while the polit:ical pendulum has not
yet swung back, such a shift is al-
ways a danger. m

NCCI

meeting
draws 540

ORLANDO, Fla.-Some of
the nation's largest workers
compensation insurers and
their service providers were
among the 540 registrants at
the National Council on Com-
pensation Insurance's annual
issues symposium, held earlier
this month.

NCCI Holdings Inc., a Boca
Raton, Fla.-based umbrella or-
ganization providing data and
rating information, hosted the
April 17-19 conference at the
Hyatt Regency Grand Cypress
Resort in Orlando, Fla.

NCI's next issues sympo-
sium will be May 7-9,2002, at
the same location. For addi-
tional information, contact the
NCCI at 561-997-1000 or visit

its Web site at www.neci. com.



With Zurich North America as your partner, your risk management
program will be designed by a team ofspecialists, all with firsthand
experience in your industry. Underwriters. Claims managers. Risk
engineers. Many ofwhom worked for years in the same industries
they now serve. Which means they know more about your specific
needs, as well as your unique risks. Going further to help you
recognize and eliminate the causes of loss. Doing more to enhance
your bottom line. Highly specialized knowledge. Long-term
partnerships. Real results. Your business and Zurich North America.

We're in this together. Connecting here. 73 there.

What do you call a
company that truly understands
the risks you face?

A good fit.
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Banking on our
privacy rights

I've received my first "Important Privacy Notice," as required of
financialinstitutions by the Gramm-Leach-Bliley Act. While | am
mildly put off by some of thepromotional content in this notice, |
am indeed thankful that the bank had to send it and that | mad it.

The 5167-inch brochure with a bar-code address did not look

particularly inviting, and | started to throw it away, despite the
words "Important Privacy Notice" printed on the front.

We've been writing a good dealin Business Insurance about the
new privacy requirements under the 1999 federallaw that permits
the convergence of banks, insurance companies and securities
firms. So | decided to take a minute to see how mybank was
handling its new responsibilities to mform me of my right to stop
them from using information about me to cross-sell me products.

The 10-page leaflet from my bank mads mom like a sales
promotion for all the wonderful services the bank can bring me if |
allow them to disseminate my private information than a
straightforward effort to explain to me my rights to privacy as
established by Gramm-Leach-Bliley.

Included in my bank's four key values, which it says form the
foundation of its privacy policy, is a blatant rationalization for

spreading around whatever it wants about
me. That value is stated as: "Responsible use
of information is beneficial."

How? The bank says: "Information is
important for meeting your needs and
providing consistent service quality.
Information is also the source of new ideas.
The more we understand about you andyour
needs, the better we can suggest products
and services, cmate new opportunities for

you and help you manage your financial
assets."”

Thanks but no thanks. | use the bank to
temporadly park my funds that | need to pay
bills. | have not hired my bank to be my financial adviser.

Nor do | want my bank to hawk insurance products to me,
despite my bank's assertion that "people often tell us that they
prefer a financial services provider that takes an 'integrated
approach.' They want us to understand a range of needs and make
mcommendations about a variety of financial services."

Clearly, insurance is high on my bank's list of new opportunities.
The brochure noted that my bank may share information about
me with "financial service providers, such as mortgage bankers,
securities bmker-dealers and insurance agents."

| already have two excellent pensonalinsurance agents--one for
life and the other for property and liability insurance-whom |
trust immensely to look after my insurance needs. | don't need
another insurance agent, and if | did, I'd certainly know where to
look for one. Worse still, unless | tell my bank not to, it's selling my
name to "nonfinancial companies, such as retailers, direct
marketers, membership clubs and publishers; and other
companies andorganizations, suchas nonplofit organizations."

Great. Just what | need-more third-class mail to sort through
at night and more phone calls from publishers and charities
interrupting the dinner hour.

Despite having to wade through the sales pitch, | am glad that |
opened the privacy notice and read it. R reminded me that, unless |
tell my bank, and all the other financialinstitutions | do business
with, to keep a lid on my private information, both within the
bank and in dealing with others, it has everyright touse itto
cross-sell me an*ing

Even though we have reported dozens of times that Gramm-
|IEach-Bliley requires financialinstitutions to allow its consumers
to "opt out" of theirprograms for sharing nonpublic personal
information, I'm quite embarrassed to say | was not thinkng of
myright to opt out when sortingmymail the othernight. | wonder
how many other consumers will just toss away, unopened, a
similar "Important Privacy Notice," not realizing what rights they
are throwing away?

Opting out was easy, too. When | called the 888 number listed to
keep myprivate information private, | was greetedbya simple
pm-recorded message. | punched in mybank-supplied customer
EDnumber, hittheappropriatekeystooptoutand wasgiven a
confirmation number for the transaction.

But | was also advised it may take 90 days for my request to

become effective. Still, that's better than not being able to opt out
at all.

Publishing Director Kath7yn J. Mcintyre's commentmy appeam
fortnightly and on www.businessinsurance.com. She can be
reached at lancintyre@crain.corn.

Ergonomic

Continued from page 3

in any new standard several of the
provisions that employers found so
objectionable in the original mea-

Ms. Chao, in the five minutes al-
lotted her for oral testimony, out-
lined five general priorities she has
set for the Labor Department. The
first, which Ms. Chao stressed was
also her top priority, is to "ensure
the safety and health of every work-
place.” She added that doing so
would require a diEerent approach
in the 21st century than had been
followed in the past. That approach,
she said, will be "based on coopera-
tion and prevention, rather than the
antiquated, adversarial approach of
the past.”

But Ms. Chao ran out of time be-
fore she could provide the specifics
of her department's approach to
wbrkplace ergonomic issues. After
assuring her that her full testimony
would become part of the record,
Sen. Specter asked Ms. Chao exact-
ly what timetable or deadline she

Taxes

Continued from page 3
ence this week in Atlanta, she said.

Texas law requires insurance
buyers to file a tax report on inde-
pendently procured insurance if
the contract meets several criteria.
These include, for example, that at
least some of the premium is on a
Texas risk, the insurer is not li-
censed to underwrite business in
the state, the insurance contract
was negotiated entirely outside the
state, and taxes on the premium
have not been paid by a surplus
lines agent or a registered purchas-
ing group.

Under most state laws regulating
surplus lines, a surplus lines broker
or licensee pays a tax in the state
where the policy is filed. If the in-
sumd risk is in more than one state,
the tax may be allocated according
to the percentage of the risk in that
state. To the extent the coverage is
taxable in any other state where
part of the risk is located, an inde-
pendent procurement tax is
payable by the buyer.

As a result, surplus lines brokens
pay most U.S. surplus lines taxes,
which are calculated as a state-spe-
cific percentage multiplied by the
gross written premium for the poli-
cy. A Business Insurance surveyes-
timated that about $305 million in
such taxes were paid in 1999 to all
U.S. jurisdictions (BI, Sept. 11,
2000).

"Unfortunately, surplus lines
brokers find that there is no consis-
tent or established method by
which this premium tax obligation
can be fulfilled should a surplus
lines transaction cross state lines.
This is particularly true for multi-

state surplus lines placements
which have risks located outside

the state that licenses the broker
making the placement,” according
to NAPSLO.

"It's an enormously confused
scheme,"” said Philip R. Ballinger,
general manager of the Surplus
Lines Stamping Office of Texas in
Austin. "Agents do their best to
comply with inconsistent and con-
flicting state laws, and despite their
best efforts, they wind up violating
some states' laws."

The Texas litigation already is
creating concerns for state insur-

intended to set for dealing with er-
gonomics concerns.

"l would love to give you a
timetable and deadline,"” she re-
sponded, adding that a deadline
would not do anyone involved in
the ergonomics debate any good.

That was not what Sen. Specter
wanted to hear, and he cut her off
and turned the questioning over to
Sen. Harkin. Earlier, Sen. Harkin

had drawn a smattering of applause
from union members in the audi-

ence when he told Ms. Chao that
"it's not enough to say we're going
to be looking at this some more,"”
and called for an end "to this very
sad chapter” that culminated in the
rescinding of the first rule. The ap-
plause drew a sharp rebuke from
Sen. Specter.

Sen. Harkin repeated his col-
league's line of inquiry, to which
Ms. Chao responded that setting a
deadline was "not a responsible
course of action.”

Increasingly heated exchanges
followed, in which Ms. Chao said
that she intended to build a consen-
sus among the various interested
parties before moving ahead w=>ith

ance regulators, who are trying to
craft a model proposal for a nation-

al premium tax payment system.
The National Assn. of Insurance

Commissioners' Multi-State Tax
Working Group had planned to use
a procurement approach as part of
its proposed solution but is now re-
thinking that move in light of the

Texas case, said Bob Lohr, the
Alaska insurance commissioner

'Agents do theirbest
to comply with incon-
sistent and con#iding

state laws' and sti# vi-

olate some.

- Philip R. Ballinger
Surplus Lines Stamping
Office of Texas

who heads the NAIC working
group.

Developing a multi-state tax
payment system is a particularly
thorny topic because typically rev-
enue collectors in each state want
to maximize their share of premi-
um taxes, sometimes with little re-
gard for where the buyer and its
risks are or where the insurance
transaction occurred.

The Dow case, which is shedding
new light on the tax law morass,
began after the Texas Comptrolle
of Public Accounts audited the
chemical company's 1991-97 oper-
ations in Texas and assessed the
Delaware corporation $427,149 in
taxes, penalties and interest for in-
dependently procuring surplus
lines coverages through what the
court termed "out-of-state” insur-
ers. Those coverages included com-
mercial excess liability as well as
property damage and business in-
terruption insurance. Dow paid the
assessment under protest and filed
a lawsuit seeking a refund.

Dow's tactic of paying the tax
under protest is one that risk man-
agers may now want to consider, at
least in Texas, Mr. Ballinger said.

Under Texas law, a company can
seek to protect its refund request by
Bling a detailed explanation chal-
lenging the tax. That explanation
should accompany the appropriate
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the matter. The Labor secretary
said that "if we don't find some
commonality of interests," the Con-
gressional Review Act would be in-
voked again against any future er-
gonomics rule.

Outside the hearing room, Ms.
Chao continued to defend the need
to reach a consensus before taking
action, as she fielded questions from
the press. The secretary refused to
go into detail about what she
planned to do after meeting with
stakeholders, adding that she "is

not ready to discuss" whether she
even intends to issue a rule in the

future.

In the written testimony she did
not deliver orally at the hearing-at
which Sens. Specter and Harkin
were the only subcommittee mem-
bers present-Ms. Chao listed a
number of strategies that would
guide the department's approach to
ergonomics. These included empha-
sizing the prevention of injuries,
basing actions on sound science,
stressing flexibility, taking feasibili-
ty into account, making sure re-
quirements are made clear and us-
ing incentives to achieve goals. IM

state form and the company's tax
payment, which is due May 15 for
coverage acquired during the pre-
vious year.

The main advantage of this ap-
proach is that if a company files a
protected claim, "the four-year
statute of limitations (on refund re-
guests) wouldn't apply,"” said Gary
Johnson, supervisor of the Insur-
ance Tax Section of the Texas Of-
fice of Comptroller of Public Ac-
counts.

Details were not available about
the situation in other states.

The advice for Texas surplus
lines buyers reflects the fact that no
one knows how long it will take for
the Dow case to be resolved, espe-
cially since the two Texas courts to
consider it thus far have disagreed.

A Travis County District Court
initially granted the Texas
comptroller's motion for summary
judgment, but that ruling was over-
turned by an appeals court on Jan.
25.

Dow's main argument was that a
1962 U.S. Supreme Court ruling in
a nearly identical case, State Board
of Insurance us. Todd Shipyards
Corp., declared invalid Texas' tax
on independently procured insur-
ance. That decision, based on the
commerce clause of the Constitu-
tion, "remains good law and con-
trols in this case,"” according to
court papers filed by Dow's attor-
neys at Scott, Douglass & Mc-
Connico, L.L.P. in Austin. In re-
sponse, the comptroller's attorneys
are asking the Texas Supreme
Court to review and overturn the
appeals court decision or issue an
opinion encouraging the U.S.
Supreme Court to address the is-
sue. The state high court is still con-
sidering their request.

Although the comptroller's attor-
neys agree the case is "virtually
identical" to Todd Shipyards, they
argue that the U.S. high court
based its decision on due-process
principles that have now been re-
jected.

While yet to be resolved, the Dow
litigation is raising awareness of
the tax problems associated with
multi-state risks.

If this "pernicious"” problem is
going to be solved, "the conscious-
ness of the industry and the regula-
tors has to be raised,” Mr. Bouhan
E=F — W I = T m
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Salary

Continued from page 1
6.1 % increase over the prior two

1 yvyears.

= At companies with sales vol-

| throughr$2 Bl "Slariet ave:

aged $115,452, while bonuses av-

eraged $7,734. The salaries of
these risk managers rose 5.9%
from the previous two years.

- At companies with sales vol-
umes that ranged from $2 bmion
through $4 billion, risk manage-
ment salaries averaged $126,700
and bonuses averaged 4 11,099.

Those figures represen: an in-

crease of 7% over the Frior pwo
years.

< At companies with sales vol-
umes that ranged from $4 billion
through $7 billion, risk manager
compensation rose, on average, to
$148,553. The average bonus rose
to $15,233. Compensation for
these risk managers rose. on aver-

age, 10% over the previous two

- At companies with sales vol-
umes that ranged from $7 billion
through $15 billion, salaries aver-
aged $173,281 and bonuses aver-
aged $20,756. Those figures repre-
sented an average increase of

ATS™

12.5% overthe prior two years, the
greatest average percentage of in-
crease reported for a category.

« The most-recent survey also
contains a category for risk man-
agers who worked at companies
with annual sales volumes above
$15 billion. It found that a risk
manager worldng at one of these
cornpanies earned, on average,
$201,260 in salary and $26,650 in
bonuses. A comparison to previous
years' findings is not possible be-
cause that category of sales vol-
ume did not exist in past Logic
surveys.

Mr. Perry said that mergers, ac-
quisitions and other factors are
driving up the sales volume of
more and more companies, mak-
ing the new category necessary.

Survey responses support some
industry trends reported by em-
ployment recruiters who specialize
in risk management placement.
Among those trends is the increase
in the number of risk managers
who coordinate strategies to ad-
dress risks with other department
managers in their companies.

For example, 338 risk managers
responding to the survey said they
had "direct hands-on" experience
with corporate data security in
1999 and 200). Another 559 said

they supervised or advised others

regarding that area of concern. In
contrast, Logic's last survey, for
1958 and 1997, found that just 312
risk managers had "direct hands-
on" experience" and just 479 su-
pervised or advised others in that

Eecruiters say that companies
increasingly want risk managers
who can work with data process-
ing managers to address data se-
curity concerns. That trend may be
linked to the growth cf Internet-
related risks and an overall desire
to hire risk managers who can
wcrk effectively with the man-
agers of other departments.

' That is definitely happening,”
said Richard Meyers. chairman
and chief executive officer of
Richard Meyers & Associates in
Florham Park, N.J. H_s company
specializes in recruiting risk man-
agers.

Large companies are looking for
"new-school enterprise risk man-
agers," in contrast to "old-school”
insurance purchasers, Mr. Meyers
said. For every 10 openings for an
enterprise risk manager, Mr. Mey-
ers said, he sees just three for com-
panies seeking individuals with
skills that need not exceed the
buying of insurance.

Increasingly, companies also
want risk managers who will ad-
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vance a team approach by helping
their subordinates become more
professional and better educated
about risk management responsi-
bilities, Mr. Meyers said.

"There is a lot more concel

with mentoring and staff develoi
ment,” Mr. Meyers said. "ThE

want to hire someone who can tn

ly help develop their people." 1

More women work

INn risk management

By ROBERTO CENICEROS

The just-released 1999-2000
Risk Management Salary Survey
survey commissioned by Logic As-
sociates Inc. reveals several trends
in addition to general tendencies
in compensation in risk manage-
ment. Among these is the contin-
ued advancement of women in the
risk management profession.

According to the latest survey
initiated by the New York recruit-
ing firm, the greatest strides for
women during 1999 and 2000
were made at companies where
sales volumes ranged from $2 bil-
lion to $4 billion. The most-recent
survey found that 31% percent of
the risk managers at those compa-
nies were women, an increase of 10
percentage points over the prior
two years.

The second-greatest degree of
advancement was at companies
with sales volumes ranging from
$4 billion to $7 billion. Women
now account for 24 % of the risk
managers at those companies, up
eight percentage points from two
years earlier.

The smallest gains were at some
of the largest and smallest corpo-
rations, but the smaller companies
already had a relatively high per-
centage of women risk managers.

Those companies with sales vol-
umes of between $201 million and
$501 million saw an increase of
just two percentage points in the
number of women risk managers
over the figures from two years
earlier. But two yeans earlier, 39%
of the risk managers at these
smaller companies were female. In
contrast, the most-recent survey
revealed that women made up
only 9% of the ranks of risk man-
agers at companies with sales vol-
umes over $15 billion.

Logic's most-recent survey also
reveals that the proportion of
bonuses to salary in total compen-
sation did not change from the last
time the biannual survey was con-
ducted.

But Richard Meyers, chairman
and chief executive officer of
Richard Meyers & Associates in
Florham Park, N.J., said that he
has recently seen bonus amounts
decrease even as salaries have in-
creased. The relative drop in
bonuses likely is due to lowered
stock valuations and the failure of
companies to meet their earnings
expectations, he said.

"Regardless of how well one
does, there has been somewhat of a
retrenchment in additional com-
pensation," Mr. Meyers said.

Other Logic survey data show
which industries paid the greatest
average annual compensation to
risk managers.

The highest-paid risk man-
agers-earning total compensa-
tion of $251,070 on average»-
worked for retail companies with
sales exceeding $15 billion. They
were followed by risk managers at

oil and petrochemical companies
with sales exceeding $15 billion.
who earned, on average, $247,525.

INn addition to information on
gender, salaty information and ar-
eas of responsibility by industry
and sales volume, the Logic survey
also provides data on: size of risk
management staff; educational
level of staff; use of captive insur-
ers; and use of risk management
information systerns.

Risk Management Salary Surve;
are available for $75 each *om
Logic Associates, 67 Wall St., Suite
2411, Neto York, N.Y.10005; 212-
227-8000

Risk managers'
pay by industry

In companies with $501 million-
1 billion in sales volume

Average
total

Industry

Chemical
El*Cjmmunications $95,181

$113,328

*15 Conglomerate $105,140

«**Construction $105,439

1 Consumer

products

$100,824

-Gl Cosmetics $102,100

1. * -Drug/
e pharmaceutic $102,100

, Entertainment $108,972

«tHotel
Manufacturing $114,837
4) Natural...

$97,384

$106,738

$86,600

91 petrochemical $122,360

( Paper $87,800
Iishing $110,056
Retail $106,240
Service $109,795

1 Utility $108,892

Miscellaneous $86,523

Source: Logic Associates Inc.
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Conn, office of Hewitt Associates LLC

E ri e COU nty "l think we probably would see congressional 8/Stock | ndex - 4/27/200 1

act:ion if other courts go along,” said Nancy Ross,

Continued from page 1 a partner at law firm MeDermott, Will & Emery in

August The 3rd U S Circuit Court of Appeals, in Chicago

a landmark decision, ruled that the federal law If the ruling were to stand, employers could face 2,650

that bars employers from discriminating against huge costs trying to comply with the equal bene- 2,600
2,550
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llectrical Pension Fund, also Elizabeth Potter, courtroom agement trusts and their CIGNA Corp NYs 10700 05 1912 13878 vase S
ames Segal Advisers, a unit of deputy for Judge King, said the trustees provides limits up to peatin et ine e nemo o e e mg
Few York-based benefit consul- mediation has been scheduled $25 million, according to com- Oxford Health Plans nbQ 2413 000 4801 4275 1350 H
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'onsultants A Segal spokes- fund trustees must purchase fi- bility coverage limits up to $10 Wellpant Health Networks ~ NYS o824 1108 1a7e 12150 s675 251
roman declined to comment, delity bonds equal to at least million for both union and sin- MANASED CARE COMPANIES  AvERAGE oee "o
iting the pending litigation 10% of the amount of money gle-employer plans, said Glen '
Segal also provided actuarial handled by each fund, up to a Partridge, executive vp
ervices to the plan, according maximum of $500,000 AISLIC's capacity for most brbok Ineurance Group. RenalssanceRe Holdings Lid, EMC msurance Group Mostacive saue Charoup
) Rich Birmingham, a partner All of the plans named in the casualty lines is $50 million (eI, The 8/index Increased 23%, the Dow Jones 30 Industnals rose 2 2%, the S&P 500 went up 08%, and the
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apresenting the union members ther Federal Insurance Co, a see Fiduciary on next page Source CNET investor (Investor cnet com) Boulder, Colo



Business insurance Apri130.2001 /10]

plan for improvement " Other quality initiatives are in the ucts and services they receive from then
Among the insurers upset over the re- works One, Still in its Infancy, has the business partners
sults of the first scorecard was American potential to clean up some of the prob- Susan R Meltzer, assistant vp-insur
International Group Inc The insurer was lems risk managers, brokers and insurers ance and risk management at Sun Liff
the defunct Quality Insurance Congress rated by risk managers at the bottom of experience with premium and claims Assurance Co of Canada in Toronto, saic
left off The society's quality committee, the satisfaction ranking Since then, AIG payments, its developers say her efforts have been helped by thc
headed by R Suzen Shaw, aims to learn has devoted significant resources to deal Marsh Inc IS working with other bro- "whole consciousness raising” of th,
from the QIC's mistakes When the QIC with quality issues and IS seeing favor- kers and underwriters to determine quality issue, which makes it easiel
in 1998 issued ItS first scorecard that able results (see related story) whether a type of clearinghouse can be to demand that insurers and brokers de
measured risk managers' satisfaction set up to process premium and claims liver what the risk manager pays for
with their business partners, an outcry payments, said Heidi G Miller, vice "l have to say that my individual effort
was heard from some of those who were chairman at the New York-based broker- on behalf of my company have had a pos
age "There may be a role for processing itive influence | think it'S because o

. as a shared function,"” she said Such a the backdrop of demand for quality over
we do Somethlng that the project is so far "just in the talking all "

Q|C didn¥ do. 77lat iS, talk stage, " she noted "l recently met with our three key in
Early discussions call for an automated surers and broker and kind of laid th,

system that would connect insurers, bro- groundwork," she said "1 choose th
kers and policyholders with compatible broker and insurers, they make the ser
data standards and allow the payments vice transparent to me They need tc
. to be processed The efficiencies gained work together to give me the service
be/bre the mtlngs are start- from the single entry of data and the sys- need Given RIMS' push on quality, it'":
' tem's ability to reconcile receivables and easier to say that than 11 was a few yearf
payables for the parties involved would ago "
streamline the process Risk managers have a role m the quali
The American Institute for CPCU and ty improvement process as well, source<
tations will be established for handling the Insurance Institute of America's Cen- agree Providing complete and accurad
business among insurance buyers, bro- ter for Performance Improvement & In- information to brokers and underwriter,
kers, risk management consultants, Neil A Faulkner, executive vp and novation has begun its Guiding Stars 15 one of the most important
TPAs, insurers and safety/loss control chief operations officer at AlIG's domes- Project to analyze organizations and pro- Dunng renewals, for example, the bro
consultants tic brokerage group, said RIMS IS on the vide benchmarks and best practices that ker's responsibility IS to meet early or
A performance satisfaction measure- right track with its new approach "It's can be used to Improve quality and per- with the policyholder to request informa
ment tool, which will replace the score- much more pragmatic and fairer,” he formance tion, said Lloyd C Reid, chief quality of
card in ItS current form, IS being devel- said, as opposed to the old scorecard The project's first report, issued earlier ficer of Marsh North America "Th,
oped to assess how all parties are per- method of "telling someone they're no this year, analyzed Independent insur- client can help us with that information
forming compared to expectations It will good" without constructive direction for ance agencies with high levels of He pointed out that Marsh IS taking i
be administered on a biannual basis, and improvements customer satisfaction and retention rates look at what Information "is really re
the measurements will be published on P Richard Hackenburg, also a former The results provide agencies with in- quired" so risk managers are not inun
the society's Web site, www rzms org RIMS president, agreed that efforts by formation on how to achieve similar re- dated with unnecessary requests
Former RIMS President William J Kel- RIMS and other groups are now headed sults As part of RIMS' quality improvemen
ly, who has long championed quality lin- in the right direction The debate has "The idea is that the customer has to be process, the risk manager's role will b,
provements, said it is important to define shifted to a cooperative effort that is "fo- the focus," explained James Jones, direc- more clearly defined, according to Ms
and measure problems if any effort to cused on doing, rather than talking about tor of the center and director of claims Shaw The process calls for one-on-on,
correct them is to succeed "If you can't or grading poor performance," said Mr education at the Malvern, Pa -based in- sessions among industry partners, during
define It, at the end of the day you're not Hackenburg. stitutes "(The reports) have to explain which buyers can learn how they are per
going to make much improvement " "The whole concept of grading or what the customer wanted and how they forming "Is it fair for me to rate the in
That was part of the problem with the benchmarks IS OK m the first instance put in place the processes to give them surance company for not getting the poli
scorecard, he pointed out "At the end of You have to define the problem To rede- what they wanted " cy to me if | don't get information t,
the day, everyone got 60s and 70s What fine the problem doesn't do much good," Some risk managers are working on themp This is an opportunity for them ti
did that mean? It didn't provide a game he said. their own to improve the quality of prod- rate me and my performance E

Quality

Continued from page 1

It seemed important that

poorly rated

"It seemed important that we do some-
thing that the QIC didn't do," said Ms
Shaw, who is vp-quality systems and risk
manager at First National Bank of An-
chorage "That is, talk with the partners with the partners and set up
and set up performance expectations be-
fore the ratings are started "

Under the old scorecard, which RIMS
administered after the QIC failed, insur-
ers, brokers and third-party administra-
tors were unaware of how they were be-
ing graded, Ms Shaw said As part of the
new process, general performance expec-

performance expectations

ea.
- R. Suzen Shaw

First National Bank of Anchorage

have been paid out, according to
a spokesman for the Washing-
ton-based PBGC

New approach pays off

AlG reverses quality levels

By MICHAEL BRADFORD

Fiduciary

Continued from page 107 However, that scenario is very
bond limits for several of the unlikely, the spokesman said In
pension funds using the plans' the 27-year history of the
most recent Form 5500 filings, PBGC, only 27 of the 1,750 mul-
which are required by ERISA tiemployer pension plans it in-

For example, the Portland- sures have needed financial as-

Mr Faulkner was tapped by about 5% "It's a night-and-
Mr Greenberg to analyze AlIG's day experience," he said

based United Assn Union Local sistance, he said
290 Plumbers, Steamfitters and "It's very unusual for a multi-
Shipfitters Pension Fund has a employer plan to get in severe
$1 million fidelity bond under- financial distress," said another
written by Chubb, according to benefit consultant who asked
its 1998 Form 5500 The Den- not to be named "Multiemploy-
ver-based Sheet Metal Workers er plans have been, in recent
Local Union No 9 Pension years, quite sound financially.
Trust Fund has a $700,000 fi- In order to put a plan in finan-
delity bond from Baltimore- cial distress, you've got to
based Fidelity & Deposit Co of be talking big-time malfea-
Maryland, and the Electrical In- sance "

dustry Benefit Vacation and The multiemployer program is
Paid Holiday Fund has a funded and maintained sepa-
$500,000 bond from Ulico Casu- rately from PBGC's other insur-
alty Co of VValhalla, N Y All ance program, which covers
three of these funds' trustees only single-employer plans

NEW YORK-It was a rude operations under a "six sigma" "We were sending bills that
awakening that got American approach, an exhaustive meth- people eouldn't read,” he said
International Group Inc on odology that aims to reduce "We've done a lot of work
track to improve the quallty of products and services errors to streamhning how we bill peo-
its products and services a neghgible level The effort led ple "

In 1998, the Quality Insur- to the creation in 1999 of the m- AIG also was guilty of send-
ance Congress released its first surer's Performance Manage- ing claimants reservation-of-
scorecard of satisfact:ion rank- ment Program, which repre- rights letters "as a matter of
ings by risk managers of insur- sented AIG's commitment to course,” Mr Faulkner said "It
ers, brokers and third-party providing quality products and read like it came from a terror-
administrators AIG was at the services, begmnmg with its do- ist "
bottom The msurer's manage- mestic brokerage group, Mr
ment was very clear at the time Faulkner said been softened, and they now go
about its dissatisfaction over He said that it became clear out only on claims that may be
how the survey was conducted after conversations with bro- contested, he said

Neil A Faulkner, executive kers that pollcy issuance was a Mr Faulkner said AIG's
vp and chief operations officer major concern among cus- quality-improvement program
of AIG's domestic brokerage tomers, who felt there were too costs around $20 milhon annu-

The tone of those letters has

have been named as defendants Each multiemployer plan pays , group, recalled that AIG Chair- many errors m the documents ally He said the efficiencies it

in the plan members' lawsuits an annual insurance premium of
The fidelity bonds will likely $2 60 per participant to the
respond first, then, after those PBGC, which uses the money to
limits have been exhausted, the provide financial assistance
fiduciary liability policies will through loans to insolvent
serve as excess coverage, ex- plans
plained a consultant specializ- Furthermore, the PBGC is
ing in multiemployer plans who unlikely to pay for much of the
requested anonymity because a investment losses because they
competitor is named m the liti- involved defined contribution
gation. plans, which the agency does
The Pension Benefit Guaran- not insure. Union-sponsored
tee Corp , which serves as an in- defined contribution plans, of-
surer of last resort for insolvent ten referred to as "annuity
defined-benefit pension plans, plans,” are similar to 401 (k)
would step in only if the plans plans, with employees and em-
are still deemed insolvent after ployers both making pretax
these two layers of coverage contnbutions. m

man Maul'lee R Greenberg or- "We built a checklist," he has generated have returned
dered internal surveys of cus- said, "and we began to check about $40 milhon, and "there is
tomer satisfaction When those every pollcy we issue Everyone the potential for much more
were completed, Mr Faulkner thought that was draconian than that "
said, AIG had to face the But it taught us that we had an But despite the potential for ,
"harsh reality" that despite be- error rate that was significantly savings, Mr Faulkner stressed
ing an innovative designer of higher than we imagined- that the project was put in
products and services and an around 90% " place as a way to improve the
industry leader m providing m- Those errors included incor- quality of products and ser-
surance capacity, "we were also rect wording, math that didn't vices, not as a cost-cutter
the worst m quality."” add up, coverage mistakes and "There has never been a ques-
It was so bad, Mr Faulkner other problems, Mr Faulkner tion about a return on invest-
said, that "adverse selection said AIG went through its poli- ment,"” he said
was starting to take place Peo- cy issuance and service proce- Mr Faulkner said that AIG
ple weren't giving us the sim- dures "line by hne," he said plans to expand the quallty ap-
ple, easy deals because we As a result, Mr Faulkner proach and wdllook next at its
would screw them up said, the error rate has fallen to personal hnes busmess
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Well, you know what we mean: teamwork. The real kind. Ask our customers about the

GENERAL LIABILITY

impact of our teamwork. Last year, we helped them save nearly 700,000 disability

m days, reduce claims by 20% and lower their cost of claims by 10%. Results like these
COMMERCIAL AUTO come from partnering with our customers on every angle of insurance, through our
unique team process called LibertyWorksTM. It's how we evaluate their business from

top to bottom, helping them uncover safety and savings opportunities. It's how we

PROPERTY

customize the best insurance for each individual business. And ultimately, teamwork

r

WORKERS COMP

is how we make your insurance more effective and easier to manage.
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or for more information, coll 1-800-4-LIBERTY orgotowww.libertymutualgroup.com 7 M u tu al ™

[" &11615UUEAL To learn obout cose histories in your industry,



