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HCFA to get tough
with employers

By JERRY GEISEL

WASHINGTON-Federal regu-
lators are being urged to take a
tougher line, including imposing
fines, on employers that ignore
regulators' requests for health
care coverage information on old-
er employees.

Even though the Health Care
Financing Administration has au-
thority under a 1994 law to levy a
$1,000 penalty on employers for
each employee for whom it is
seeking coverage information, it
has never done so, says the report
by the Department of Health and
Human Services' Office of Inspec-

tor General. HCFA also can report
the employer to the Internal Rev-
enue Service for additional excise
taxes.

Not surprisingly, in the absence
of any fines, more employers are
not responding to regulators' re-
guests for coverage information in
what is known as the Data Match

prograrn.

The upshot is, the government
lacks information that could en-

able it to recover as much as $300
million in health care bills in-

curred by older employees that
employer plans, not Medicare,
should have paid, says the report.

For employers that have not re-

sponded to prior Data Match pro-
gram coverage information re-
guests, the Inspector General rec-
ommends HCFA impose penalties.
And for the future, the OIG rec-
ommends tougher follow-up let-
ters, more personal visits to non-
responders and then, if necessary,
assessing financial penalties.

Federal regulators concur and
say they intend to pursue a test
case with a "chronically noncom-
pliant" large employer to better
determine what kind of resources

they would need to try to impose
penalties on a large scale. The
HCFA also said it will, through a

See HCFA on page 56

Employers to bear assessment

Guaranty fund OKs levy
By ROBERTO CENICEROS

LOS ANGELES-Insured em-

ployers in California will be billed
$48 million in 2001, and possibly
additional amounts in later years,

stemming from the planned liqui-
dation of Superior National In-
surance Group Inc.'s workers
compensation insurers.

In anticipation of claims on
policies written by insolvent Su-
perior National units, the Califor-
nia Insurance Guaranty Assn.'s
board of governors voted Aug. 9 to
assess workers comp insurers in
the state the maximum amount

allowable under law, said Law-
renee Mulryan, CIGA's executive

director in Los Angeles.
CIGA is limited to annually as-

sessing the state's workers comp
insurers no more than 1 % of net

direct premiums, CIGA officials
explained. The $48 million assess-
ment planned for 2001 is based on
workers comp insurers' 1999 pre-
mium volume.

Also under state law, insurers
must pass on the assessment to
policyholders. Employers will re-
ceive their bill with their 2001 re-

newals.

Insurers will be obligated to
send CIGA 50% of the assessment

by Dec. 31 and the remainder by
June 30, 2001, Mr. Mulryan said.

The California Insurance De-

partment's Conservation and Liq-
uidation Office plans to begin the
liquidation of Superior National's
units in September (BI, Aug. 21).
Claims will be paid with money
from Superior's estate, augmented
by CIGA funds. '

Superior National was Califor-
nia's second-largest workers com-
pensation insurer, with its five
operating subsidiaries together
writing $482 million in premiums
in 1999.

Although the planned $48 mil-
lion assessment is only a fraction

of the $7.1 billion in gross premi-
ums written by all California
workers compensation insurers in

See Guaranty on page 56

Pay for performance grows
Convergence changing CEO compensation
By LEE FLETCHER

and CLEO BURTLEY

As financial services industries

slowly converge, companies in the
insurance industry are beginning
to adopt the compensation ap-
broaches-including merit-based
oay-traditionally used by their
liew peers, compensation experts
my.

 Ten years ago, in the insurance
ndustry "there was so little CEO
)ay tied to performance. What's
iriving the change is the consoli-
iation of the financial services

'narkets in general. You're begin-
ing to see the blurring of the dis-
linction between banking and in-
;urance," according to Jim Sil-

lery, a senior consultant with
Watson Wyatt Worldwide in
Chicago.

And Mr. Sillery said that finan-
cial services convergence is result-
ing in new competition for tal-
ent-and changes in the way in-
surance executives are compen-
sated.

"If I'm a large bank and I want
to hire somebody from a midsized
insurance company to help start
up my insurance business, I can
not only offer them base salary
but also cash incentives and stock

options, which is something that
insurance companies rarely did
before," Mr. Sillery said.

Brooks T. Chamberlin, manag-
ing director and head of the glob-

al insurance recruiting practice at
Korn/Ferry International in New
York, agreed that the insurance
industry will increasingly see a
much greater emphasis on perfor-
mance-based compensation than
it has in the past.

"I think boards (of directors)
are going to be tougher on the
CEOs of non-performing compa-
nies, or the companies that
haven't performed very well, in
giving them a message in their
compensation package for less-
than-acceptable performance,"
Mr. Chamberlin said. And, he
said, "those with nominal pack-
ages who perform well may be
better compensated."

See CEOs on page 46

UPDATES
Purchase of ASA to boost

Aon's benefit consulting

CHICAGO-Aon Consulting Inc., in a
move to bolster its pension and actuarial
departments and obtain larger clients, an-
nounced last Friday that it will acquire Ac-
tuarial Sciences Associates Inc., a rapidly
growing benefit consulting firm.

"It's a good, solid strategic fit for us,"
said Aon Corp. Senior Vp Joe Shenton in
Chicago.

The deal is structured as an exchange of
See Updates on net page
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PHOTO: SPORTSCHROME

The Sydney 2000 Olympic Park Stadium will be a key venue
during the upcoming Summer Games in Sydney, Australia.

Risk manager
in training for
Olympic risks

By KATE TILLEY 15,000 media representatives,
5,000 officials, 50,000 volun-

SYDNEY, Australia-On teers and 9 million spectators.
Sept. 15, when the Olympic "The Olympics is a complex
cauldron is lit to herald the beast," Mr. Himmelhoch ad-

start of the Olympic Games in mitted.

Sydney, Australia, risk man- Training SOCOG staff has
ager Peter been a ma-

Himmel- jor exer-
hoch Will cise. "It's

have done an enor-

as much *5Rrp iCS mous chal-

training as Additional lenge, be-
any top cause the

athlete. coverage in workforce

In his line International cornes to-

of work, on page 49 gether only
that train- once and

ing involves for a rela-

getting up to speed on manag- tively ihort time. Normally, it
ing potential risks to partici- takes two weeks to familiarize

pants and attendees of the yourself with a new job, but
Games that run the gamut the Games are over by then,"
from slips and falls to terrorist he said. "The human element
attacks. of the project is pretty big."

In the three and one-half Mr. Himmelhoch joined SO-
years since he was appointed COG in December 1996, after
risk manager for the Sydney four years as a risk manage-
Organizing Committee for the ment consultant with Pricewa-

Olympic Games, Mr. Himmel- terhouseCoopers. He did not
hoch has tried to think of ev- have an opportunity before the
ery possible thing that could appointment to visit Atlanta
go wrong at the event and has for the 1996 Games, though
implemented risk management Gordon Young, who was assis-
plans to avoid, minimize or fi- tant risk manager with SO-
nance those exposures. COG until last year, when he

Effective communication moved to facilities manage-
and the successful integration ment, had been a risk manager
of a variety of operating units for the Atlanta Games.

are essential elements of the Mr. Himmelhoch's first job
risk management program for was to identify key risks for
the Games, which will involve the Sydney Games. He classi-
40 separate sporting venues, fies those exposures as physi-
more than 10,000 athletes, See Olympics on page 51
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UPDATES
Aon Consulting to buy ASA
Continued from previous page
stock, but temls were not disclosed.

Aon Consulting, a unit of Chicago-based Aon Corp., is known for its
health care consulting, especially for smaller and midsize firms. ASA, a
former AT&T Corp. subsidiary that became an independent firm in 1998,
is known for its retirement plan and actuarial consulting services for larg-
er employers. AT&T continues to be a major ASA client.

"ASA's client roster offers a significant Fortune 500 presence in areas
that are stategically important to Aon. . .ASA's expertise in these areas
will allow us to provide enhanced consulting capabilities to larger
clients," Aon Consulting Worldwide Chairman and Chief Executive Offi-
cer Donald C. Ingram said in a statement.

Last year, Aon reported benefit consulting revenues of $576 million,
making it the world's fifth-largest benefit consultant. ASA, which has
about 600 employees in 11 locations, reported $118 million in revenues
last year.

Mr. Ingram will continue as chairman and CEO. Michael Gulotta,
ASA's current CEO, will become chairman of North America employee
benefits and compensation consulting at Aon Consulting.

The deal is expected to close within 60 days.

Pollution allocation upheld
NEW YORK-A federal appellate court has rejected several arguments

by a general liability policyholder that contended that its pollution losses
prior to the introduction of the pollution exclusion should not be allocat-
ed between it and its insurer.

But the panel of the 2nd U S. Circuit Court of Appeals in New York also
ruled that the coverage term "accident" in GL policies issued from the
mid-1950s through 1969 provided coverage for losses due to gradual as
well as abrupt pollution incidents.

The litigation pits pesticide maker Olin Corp. of Norwalk, Conn.,
against the Insurance Co. of North America, a unit of ACE Ltd. The
case-the first coverage dispute over 100 polluted Olin sites nationwide
that has come to trial-raises several coverage questions.

Cleanup costs at the sites could exceed $500 million, an INA attorney
said. Philadelphia-based INA insured Olin from 1956 through 1973, but
an exclusion barred coverage for pollution losses beginning in 1971.

A North Carolina site is at the center of the 2nd Circuit case. A federal

district court jury in 1997 ruled that $3.7 rnillion of soil damage at the site
occurred from 1951 through 1985 but that Olin was not covered for dam-
age occurring after 1957, because Olin expected or intended to cause the
damage. The jury also found that $360,000 of groundwater damage at the
site occurred over the same period but that Olin was covered for the loss
from 1958 through 1970, because the loss was unexpected and unintend-
ed.

On Aug. 17, the 2nd Circuit panel upheld the district court judge's de-
cision to bar Olin from holding all of its policies jointly and severally li-
able and picking the policy that would provide the most coverage. In-
stead, without evidence that shows precisely when the damage occurred,
liability must be allocated throughout the entire period that damage oc-
curred, the 2nd Circuit panel ruled. The allocation also must account for
those years that the policyholder was uninsured, the appellate panel
ruled.

The decision would be applicable to other long-tail liability cases as
well, said insurer attorney Laura A. Foggan, who represents the Insur-
ance Environmental Litigation Assn.

In addition, the panel rejected Olin's argument that it should not be al-
located any liabilities after 1969 because pollution coverage was not
available. The court disagreed, ruling that environmental impairment lia-
bility coverage was available. That is a first-of-its-kind ruling from a fed-
eral appellate court, she said.

The appellate panel also upheld the lower court ruling that Olin must
meet every deductible for every policy that would respond to the loss. Olin
argued it should have to meet only one deductible.

Olin attorney Stephen A. Dvorkin said the ruling did not constitute a
"wholesale abandonment" of policyholders' rights to hold all of the insur-
ers that covered a risk jointly and severally liable for a loss. The ruling,
however, will force polieyholders to develop more evidence that shows
that damage occurred during covered yeans, said Mr. Dvorkin, a partner
with Dickstein Shapiro Morin & Oshinsky in New York.

Quackenbush probes continue
SACRAMENTO, Calif.-A legislative investigation report concludes

that former California Insurance Commissioner Chuck Quackenbush and
his senior aides subverted settlements collected from insurers to benefit

Mr. Quackenbush and his associates.

The report, released last week, contains the final conclusions of the state
Assembly Insurance Committee that began investigating in April the han-
dling of $14 million in insurer settlements, including those stemming from
the management of claims resulting from the 1994 Northridge quake.

The report concludes that Mr. Quackenbush and his top deputies in the
Department of Insurance "created an explosive enforcement structure."
According to the report, evidence found during legislative hearings shows
that, among other things, the former commissioner and his deputies: sub-
verted the regulatory process; wielded state power to bolster the commis-
sioner's political prospects and financially benefit his associates and
friends; misspent and diverted money from insurers; and engaged in a
cover-up when their practices came to light.

"The improper, and possibly unlawful, enterprise run out of DOI after
Northridge developed in the spring of 1999," the report states. "Senior DOI
officials started.. .laying the groundwork, however, two years earlier."

The Department of Insurance, the report says, required insurers to fund
consumer outreach programs. Those funds went to vendors of political
advertising who were members of Mr. Quackenbush's campaign team
and friends of top deputies, the report says.

Continued on page 54

Oregon mulls appeal
9th Circuit declines to review Risk Retention Act pre-emption
SALEM, Ore.-The Oregon

Department of Justice is now
deciding whether it will ask the
U.S. Supreme Court to review a
federal appellate court's ruling
that certain Oregon laws illegal-
ly discriminate against risk re-
tention groups.

Those laws require automo-
bile dealers and distributors

that sell vehicle service con-

tracts in Oregon to purchase re-
imbursement policies from "au-
thorized insurers."

To be authorized, an insurer

must be a member of the Oregon
Insurance Guaranty Assn.,
which pays claims for insurers
that become insolvent. But un-
der the federal Risk Retention

Act, which created RRGs, the
groups cannot be memb€rs of
guaranty associations.

Oregon's categorical exclu-
sion of RRGs as a market cption
violates the Risk Retention Act,

which sharply limits state regu-
lation of the groups, a three-
judge panel of the 9th U.S. Cir-
cuit Court of Appeals unani-

mously ruled (BI, June 12).
Last month, the full 15-mem-

ber appeals court denied the
Oregon Department of Justice's
request to review the panel's de-
cision in National Warranty In-
surance Co. RRG, a Risk Reten-
tion Group. us. Mike Greenfield.

The Department of Justice
now is evaluating whether to
seek a Supreme Court review of
the ruling. The Department has
until the end of October to make

that decision.

-By Jerry Geisel

Onshore advantages seen
Variety of factors may influence captive business offshore

By RODD ZOLKOS

BURLINGTON, Vt.-With cap-
tive domicile selection today more
driven by business strategy than
tradition, some captive parents
find advantages in moving their
insurance companies back on-
shore, while others gain benefits
by operating multiple captives.

"When looking at domiciles to
site a captive, the tendency is to
say, 'They've always been off-
shore, let's site it offshore again,"'
said Michael Douglas, vp of cap-
tive management at IRMG Ameri-
cas Inc. in Woodbridge, N.J.
"That's no longer the case."

Mr. Douglas, who moderated a
panel at the annual conference of
the Vermont Captive Insurance

Assn. earlier this month in

Burlington, Vt., noted that many
of the large Bermuda reinfurance

N-
Vermontf--

CAPTIVE INSURANCE
ASSOCIATION

Additional
VCIA conference

coverage begins
on page 53

companies now have onshore op-
erations, making them easily ac-
cessible to onshore captives.

And, he suggested, Bermuda

companies no longer hold the
monopoly on creativity or favor-
able regulation they once seemed
to enjoy.

The cost of doing business in
some domiciles, changes in busi-
ness strategy and mergers and ac-
quisitions among captive parents
are other reasons some companies
are looking to move captives from
one domicile to another, Mr. Dou-

glas suggested.
Meanwhile, other factors, like

the Organization for Economic
Cooperation and Development's
efforts to identify "tax havens"
and H.R. 4192, the so-called
"Chubb-Hartford" bill before

Congress in the United States,
"are throwing a shadow over the

See Domicile on page 53

MBAs essential for employment: Expert

Job market tight for risk managers
By MICHAEL BRADFORD

NAPLES, Fla.-Looking for a
job? Go west, risk manager-and
take a master of business admin-

istration degree with you.
In a survey of chapters of the

Risk & Insurance Management
Society Inc., employer members in
Los Angeles reported the highest
number of risk management job
openings, with 75 in 1999. Mem-
bers in Dallas-Fort Worth report-
ed 62 openings, and in Santa
Clara, Calif., there were 30 avail-
able spots.

There were around 300 to 500

risk management openings in the
United States in 1999, according
to the non-scientific polling by
Key Strategies L.L.C., a recruiting
firm in East Hanover, N.J. The

/NS/DE

firm provides career counseling
services to RIMS members

through an arrangement v'ith the
society.

2000

1 Florida Charters
25th

Annual Joint

Educational

Conference

That's not a lot of jobs, zonsid-
ering the number of risk manage-
ment professionals in the market-
place, said Key Strategies. Presi-
dent Michael Tannenbaun. "The

job market is still generally very
tight in risk management.'

The market is loosening, howev-

• Employers should be allowed to use pension-plan funds
to cover reasonable expenses of administering the plan,
this week's editorial says PAGE 8

• Lloyd's of London is headed for three straight years of
losses, totaling more than $4 billion, but the long-term
prospects may be improving, according to Moody's In-
vestor Service. PAGE 49

• One of the largest trade unions in the United Kingdom
is urging its members to be on the lookout for new work-
place diseases, hoping to be able to head of 'the next big
thing. PAGE 49

Departments

Advertiser Index 52

er, Mr. Tannenbaum pointed out.
A greater number of risk manage-
ment openings appear to be com-
ing available, particularly for se-
nior-level positions, he said. "1
think the future looks pretty
good."

Speaking earlier this month ir.
Naples, Fla., at the 2000 Floride
Chapters 25th Annual Joint Edu-
cational Conference-sponsorec
by the seven Florida chapters of
the Risk & Insurance Managemeni
Society Inc.-Mr. Tannenbaun-
gave risk managers a sense o
what skills and credentials em·

ployers are looking for in new
hires.

In Key Strategies' survey of em
ployers, the paramount require·
ment, "by far, is general busines

See Jobs on page 4
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World's largest reinsurers
Ranked by 1999 net premiums written

Munich Re Group

Swiss Re Group

Berkshire Hathaway/
GeneraICologne Re

Employers Reinsurance Group

Hannover Re Group
Gerling Global

Reinsurance Group

Assicurazion, General, SPA

Lloyd's of London

SCOR

Zurich Re Group
Transallantic Holdings Inc

Lincoln Re Group

London Reinsurance Griup
PartnerRe Ltd

Reinsurance Group
of America Inc

CNA Re

AXA Reassurance Group
Everest Re

St Paul Re

Toa Reinsurance Co Ltd

Net reinsurance

premiums written

$14,402,366,000

$13,598,804,000

$9,453,000,0001

$7,147,000,000

$4,433,138,523

$4,160,684,138

$4,073,047,800

$3,811,216,798

$2,621,619,000

$2,252,483,0002

$1,498,524,000

$1,435,400,000:

$1,365,525,000

$1,326,400,000

$1,315,600,000

$1,274,800,000

$1,208,855,516

$1,095,569,000

$1,056,401,000

$1,046,214,000

1 8/estimate ot combined Berkshire HalhawEy Reinsurance Group and GeneralCologne Re
2 8/estimate of combined Zurich Re and Cencre Solutions 3 Net premiums earned

Source 8/ Survey

11

1 1

11

11 11

11
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Reinsurance rate climate changing
Property cat programs can expect tough renewals after '99 losses

By DOUGLAS McLEOD

uropean reinsurers are warn-

E ing of potentially large rate
hikes and other changes to
property catastrophe pro-
grams in the wake of last
year's series of multibillion-

dollar winter storm losses.

As the year-end renewal season ap-
proaches, the retrocessional market
for European property cat risks has
already tightened, and reinsurers bat-
tered by 1999 losses say they will look
for double- and even triple-digit rate
increases depending on a program's
characteristics.

In the process, ceding insurers may
see their retentions rise and may see
reinsurers trying to tighten other con-
tract terms, such as reinstatement
clauses, market observers say.

"On the Continent, the echoes of last

year's storms will be pretty loud," pre-
dicted Dirk Lohmann, chief executive
officer of the Zurich Re unit of Zurich

Financial Services Group in Zurich,
Switzerland.

"It's going to be a very difficult
fall," added William J. Adamson, CEO

of Chicago-based CNA Re. "Some
(reinsurance buyers) are going to be
shocked by their quotes."

The actual extent of the tightening
remains to be seen, though, and de-
pends in part on how determined the
heavily capitalized r€insurers are to
lift rates after years of intense compe-
tition.

"We are hearing a lot of noises of
people making statements" about
tightening market conditions, ob-
served Michael Hand.er, head of the
Continental European practice of Guy
Carpenter & Co. Inc. in Zurich. "But
come November or December, we will

see how sincere the intention was."

If the market tightens enough, some
buyers may look to the capital mar-
kets or other alternatives to tradition-

al reinsurance to fill parts of their
programs, some reinsurance execu-
tives say. Such efforts would take
time, though, and would likely not be
in place until sometime next year.

Meanwhile, the devastating storms
that swept through France, Germany
and Denmark last December have had

another effect: They have shown in-
surers and reinsurers that they have a
larger exposure to cat losses than pre-
viously believed and have heightened
interest in catastrophe modeling pro-
grams, market observers say.

"It just knocked the rose-colored
glasses off the European market a lit-
tle bit," noted James N. Stanard, CEO
and chairman of RenaissanceRe Hold-

See Market on next page

Cedents not eager to buy online
By SALLY ROBERTS

einsurance, like virtually ev-
erything else these days, is
now available in cyberspace.
But, skeptics point out, shop-
ping for books and buying
reinsurance are worlds apart.

A handful of reinsurers have recent-

ly launched their own Web portals
that allow cedents to use the Internet

to submit underwriting information,
receive quotes and, in some cases, bind
reinsurance policies.

Most reinsurers moving onto the
Web are starting with small faculta-
tive transactions, as the forms are sim-

ple and easily standardized. But the
online players predict that, with ad-
vances in technology, the e-business
world eventually will deal with all
types of reinsurance-even sophisti-
cated large-treaty business.

And with the recent enactment of a

law that generally gives electronic sig-
natures the same legal status as their
traditional ink counterparts, reinsur-
ers may soon offer the full reinsurance
underwriting process online, all the
way up to signing on the virtual dot-
ted line.

But although reinsurers extol the
virtues of e-commerce and tout plans
to expand their product lines, ceding
companies contacted by Business In-
surance say that, given the complexity
of reinsurance transactions, they have
no interest in purchasing reinsurance
online.

Furthermore, reinsurers' propri-
etary portals must compete with
emerging online reinsurance ex-
changes such as The Catastrophe Risk
Exchange Inc., known as CATEX.

CATEX provides a neutral virtual
marketplace where brokers, insurers,
reinsurers and risk managers can ne-
gotiate deals and trade information

Reinsurers seek
bloc of business
Eastern European markets growing

By CAROLYN ALDRED

einsurers continue to jostle for presence in Central
and Eastern European countries, a region viewed
by many as an emerging market with huge poten-
tial.

Recent modernization and liberalization in the

insurance industry, growing and more-stable
economies, and the relatively low penetration of insurance
in the region make Central and Eastern Europe an attrac-
tive long-term prospect for many reinsurers.

But the area is not without risk.

Insurance and reinsurance markets in the region are ex-
tremely competitive, and, political and economically, much
of the region is still highly volatile. Furthermore, several
markets are already dominated by a handful of Western in-
surers, restricting opportunities for reinsurers.

"There's a lot of commercial pressure among reinsurers
to write business in the region. There's an inevitability that
they have to be there and grow their portfolios there," said
Simon Aubrey Jones, executive director of Willis Ltd. in
London.

As a result, the markets there are "very competitive," Mr.
Aubrey Jones said.

"There's substantial potential that we have identified.
There should be very significant growth in a number of
Eastern European territories," said David Lewin, senior vp
in the Central and Eastern European department of Guy
Carpenter Ltd. in London.

If judged by comparing the level of premiums written per
capita in Eastern European countries with the levels in
Western European states such as France or Spain, the

See East on page 26

with one another.

Although it's still early in the game,
consultants and brokers generally fa-
vor these neutral online exchanges,
which they say allow quick and easy
access to reinsurance capacity from
competing markets.

Overall, the Web-ready reinsurers-
most of whom are direct writers-say
their portals support their existing di-
rect customer base by giving them a
quicker and more cost-efficient means
of procuring reinsurance. They con-
tend that interest among cedents in
moving to an e-environment, though
not yet strong, is growing.

"The environment is a very fluid one
at the moment," said Joe Adajian, a vp
for General Re/Cologne Re Group in
Stamford, Conn., which launched its
FacWorld portal last fall. "We've cer-
tainly seen an increase in interest and
momentum for FacWorld ever since

See Online on page 10

Lloyd 's bullish
on opportunities

as prices finn
By SARAH VEYSEY

loyd's of London has had an up-and-down

"Lloyd's is now firmly re-established as an

year. While the Jaffray vs Lloyd's fraud case

this spring recalled the turbulent period fol-
lowing Lloyd's huge losses in the early 1990s,
the market is optimistic about its future.

authoritative commentator. We are where we should

be in the industry," said its chairman, Max Taylor.
But some observers predict Lloyd's will face some

large losses. Moody's Investors Service Ltd. is predict-
ing consecutive losses for the accounting years 1998
to 2000. Poor market conditions and higher claims
will mean a £1 billion ($1.62 billion) loss for the 1998
year, a £1.2 billion ($1.94 billion) loss for 1999 and
£700 million ($1.13 billion) for 2000, Moody's said. Al-
though Lloyd's 1999 year of account was predicted to
be the bottom of the cycle and prospects for 2000 were
brighter, there is no guarantee of a return to profit in
the 2001 year, according to Moody's.

But despite its gloomy loss forecasts, Moody's still
sees Lloyd's as an international reinsurance center.
"The London market is certainly seen as one of the
reinsurance centers, and Lloyd's is certainly right at
the heart of that," said Dominic Simpson, senior ana-
lyst at Moody's Financial Institutions Group in Lon-
don. "Lloyd's is still seen as an important reinsurance

See Lloyd's on page 22
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Market
Continued from previous page
ings Ltd. in Bermuda.

A year ago, competition remained
the rule among European reinsurers,
which hopefully described rates for
property and liability coverages as
"hitting bottom." Although several
large reinsurers announced plans to
re-underwrite their portfolios to shed
underpriced risks, most buyers felt
little impact.

Late 1999 may be remembered as
the point this all changed, though.

In early December, a storm dubbed
Anatol hit Denmark, causing half a
billion dollars in damage. Later that
month, Storm Lothar struck France,
Switzerland and southern Germany,
and it was followed immediately by
Storm Martin, which battered
France, Switzerland, Spain and Italy.

Among Continental Europe's
costliest disasters, Lothar and Martin
killed 140 people and resulted in a
combined $7 billion in insured dam-

age.

Although the storm losses blew
through the reinsurance programs of
many European ceding insurers, ce-
dents didn't feel the impact of the dis-
asters at last Jan. l's reinsurance re-

newals.

"It was too late for last year end,"
Mr. Handler noted. "Many of the Eu-
ropean programs were quoted and
placed when the storms took place."

That will change in the upcoming
renewal season, though, as reinsurers
react to the huge losses that developed
during the first and second quarters
of this year.

The first sign of what may lie ahead
has been a further constriction of the

retrocessional market, reinsurers re-

port.

"The retro market has already in-
creased rates in the last renewal," said
Norbert Strohschen, chairman of
Gerling Global Reinsurance Group in
Cologne, Germany.

Gerling's own catastrophe retroces-
sional cover renewed in March and

April, with an overall increase in cost
of between 30% and 35%, Mr.
Strohschen said.

Gerling found retro market capaci-
ty adequate, he added, but "the prob-
lem was not the capacity. The ques-
tion was, were you willing to pay the
price?"

Those market conditions may be
tightening further as the end of the
year approaches, other market ob-
servers say.

Along with retro rate increases of
between 20% and 50%, market ca-
pacity is starting to shrink and may
bereducedbyas much as 25% to 35%
as reinsurers pull ou. of she business

or cut back their exposure, Guy Car-
penter's Mr. Handler said.

Among those no longer in the retro
market are Odyssey Re (London) Ltd.
and Reinsurance AustraLa Corp.,
which halted underwriting earlier
this year after they were pummeled
with losses from I,othar and Martin.

Zurich Re was recently asked to
write a financial reinsurance layer for
another reinsurer's retro prcgram, ac-
cording to Mr. Lohmann.

"I suppose it's probably the only av-
enue that's left, but even -here, it's

tight," he observed.
"Our modus operandi g)ing into

the next cycle is that (retrccessional
protection) will not be available," Mr.
Lohmann said.

Along with scareer and more ex-
pensive retro protection, reinsurers'
own losses will contribute t) making
the year-end market difficult for ced-
ing insurers.

3eyond tae next wave.
Our customers are competing in difficult conditions. They need to know that their

partner can match whatever nature throws their way.
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Some reinsurers actually fared
worse than their clients in the wake of

last year's winter storms, observed
Donald Watson, a director with Stan-
dard & Poor's Corp. in New York.

For example, reinsurers' contracts
often included free reinstatements of

limits, meaning that those reinsurers
found themselves paying out all or
large parts of their limits for each of
the series of storms, he explained.

"In many cases, they got hit worse
than the primary companies," Mr.
Watson noted.

The result will be increased de-

mand for reinsurance protection-
particularly against aggregations of
losses-and increases in prices aver-
aging 10% to 15%, he predicted.

Others forecast larger rate hikes,
depending on the ceding company's
experience and the characteristics of
the program.

Ceding insurers that exhausted
their limits last year and bought addi-
tional upper layers of coverage during
the year could be looking at price in-
creases of 50% to as much as 200% or

300%, depending on the program and
layer being placed, Mr. Lohmann
said.

"People are preparing themselves
for radical rate increases," CNA Re's

Mr. Adamson agreed, predicting that

the cost of upper layers of cat pro-
grams could double to a 12% rate on
line, for example, from last year's 6%.

Mr. Watson cautioned, though, that
the largest percentage rate increases
willlikely be limited to specific com-
panies or lines that have proven to be
money-losers.

"The only reason you can get that
size increase is that (the business) was
woefully underpriced," he said.

European reinsurens cannot expect
to get anything like a 50% increase in
rates across the board for all cedents,
Mr. Watson said. "The market would

not sustain it. People would not pay
it."

In the retro market, likewise, dou-

Med rates may not be uncommon,
"but that's from some very low pric-
ing that's been driven by some (rein-
surers) that are now out of the busi-
ness," Mr. Stanard observed.

Mr. Stanard even expressed worry
about a relapse into all-out competi-
tion. "I'm concerned that if we have a

relatively light year (for cat losses), it
could resume some pressure on prices.
There's still a lot of capital out there
waiting to be deployed at the right
price," he said.

Stung by the winter storms' devas-
tation, meanwhile, ceding insurers
willlikely be looking for higher catas-
trophe limits at year end, and reinsur-
ers' willingness to provide the capaci-
ty js uncertain.

Buyers "will look for more capaci-
ty, which I do not think will be easily
obtained," Gerling's Mr. Strohschen
said.

Others predict that the limits will
be available if cedents are willing to
pay

"There's capacity at an appropriate
price," Mr. Stanard observed.
"There's not as much capacity at pre-
storm prices."

The rising cost of cat coverage will
force insurers to re-examine their ex-

posures and alter the structure oi
their reinsurance programs as they
struggle to contain reinsurance costs
Mr. Handler added.

"There will be a push to the top," as
insurers seek to add upper4ayer rein-
surance limits, he explained. If th€
price of the additional coverage dou-
bles, though, a cedent will have tc
look elsewhere in the program foi
savings, meaning that it willlikely in.
crease retentions at the bottom of it.

program.

This, however, will leave insurer:
more vulnerable to frequent, smallei
losses that fall within the increasec
retentions.

See Market on page i
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Top 25 dominate market
Global reinsurance premium distribution of Standard & Poor's

Top 100 reinsurance companies*

Other

 reinsurers

10%
Top 51 100 *%>

14% .#'*"

* Ranked by 1999 net premiums written
Source: Standard & Poor's Corp.

GRAPHIC BY JOHN HALL

Market
Continued from page 4

'The question is, how much can the
companies take on that?" Mr. Handler
noted.

As prices rise, reinsurers are also
likely to seek restrictions of other
terms, including cutting back free re-
instatements of limits, some observers
say.

"It's typical that as the market
tightens, all the extra things people
have loaded into contracts get yanked
out," Mr. Adamson observed.

The tightening could be severe
enough to make some insurers look at
capital markets products, financial
reinsurance and other alternatives to

traditional covers to fill parts of their
programs, some market observers say.

Insurers with $100 million in catas-

trophe protection, for example, might

C

4
/4

/4 - 3-

t...'

balk at the cost of an additional $50
million in traditional coverage and
opt for alternative protection for the
added limits, Mr. Strohschen said.

But "capital markets solutions are
not something you do with a month's
time," Mr. Handler pointed out. "I be-
lieve we will see more of the transac-

tions in the first part of next year."
Others, though, are not certain the

traditional market will become ex-

pensive enough to justify the cost of
alternatives to reinsurance.

"Companies may look," Mr. Sta-
nard said, but "the most cost-effective
purchase is through a reinsurance
mechanism."

Another effect of the storms, mean-
while, has been to make stunned in-
surers and reinsurers aware of how

large their exposures are and to renew
interest in more accurate catastrophe
modeling programs. European insur-
ers have not used cat modeling as ex-

It takes more than a good design to achieve expert craftsmanship. Structural integrity depends on experience and

execution, Each Enterprise transaction is skillfully constructed to achieve our client's strategic objectives, blending Insurance  Finance
different financial instruments to manage corporate risk with balanced solutions.

Enterprise Advisors,Inc. 712 Fifth Avenue, NewYork,NY 10019 T: 212-707-0800 F: 212-707-0801 www.enterprisere.com

tensively as U.S. companies have, and
European modeling software has gen-
erally been less accurate, lacking the
detailed data and historical informa-

tion developed in the United States
since Hurricane Andrew slammed

into Florida's coast in 1992, reinsur-
ance observers say.

"I don't think their use was as

widespread (in Europe) as it might
have been," Mr. Lohmann said of cat
models. "On the Continent, I think
there has been a state of denial. The

events in Denmark and France served

as a wake-up call," he said.
Modeling is now something Euro-

pean insurers see as important, and
the development of data and software
will pick up, he suggested. "It's simi-
lar to what happened (in the U.S.)
post-Andrew," he noted.

"It will happen over time," Mr.
Watson agreed. "That's more than a
one-year process."

While catastrophe business preoc-
cupies the market as renewals near,
other property and liability covers
willlikely see changes of their own.

Propertyproportional and per-risk
excess reinsurance rates will also rise

in response to the winter Storm losses,
reinsurers say. Insurers with expo-
sures in Denmark, for example,
should see rates double on that busi-

ness, according to Mr. Strohschen.
"I do not know if that's achievable,

but I think there should be a 100% in-

crease," he said.
Risks in the French and south Ger-

man markets likewise should see in-

creases of between 20% and 60%, de-
pending on the ceding insurer's loss
experience, he added. Reinsurers are
also pushing for improvements in un-
derlying primary pricing on propor-
tional business-in which they take a
share of the underlying premium-
and may also scale back the ceding
commissions they allow insurer
clients under their treaties, market

observers say.
"The losses are clearly not accept-

able to some of the larger companies,"
Mr. Handler said. "We have seen com-

panies prepared to let go of business."
"A lot of that business is unsustain-

able unless you want to lose money,";
Mr. Adamson commented.

Casualty reinsurance willlikely see
less dramatic changes at year end,
market observers agree.

"There is not as great a pressure on
casualty as there is on short-tail lines"
including auto business, Mr.
Lohmann said.

Auto business, particularly in Ger-
many, has been unprofitable, and
originalinsurance rates have risen 5%
to 7.5%, not counting the effect of dis-
counts, according to Mr. Handler. A
large amount of this business was tra-
ditionally reinsured on a quota-share
basis, but reinsurers have increasing-
ly shifted to writing it on an excess-
of-loss basis to insulate themselves

from deteriorating underlying results,
he explained.

European reinsurers have also seen
large losses on some U.S. business, in-
cluding nursing home liability and
medical malpractice risks, and the
market for this business is tightening,
Mr. Lohmann Ieported.

The reinsurance market for dime-

tors and officers liability business is
also firming slightly, Mr. Lohmann
and others say. Next Jan. 1 will see a
number of multiyear D&0 and pro-
fessional liability reinsurance con-
tracts coming up for renewal, and in-
surers could face tougher terms as the
business is repriced for the first time
in a few years, Mr. Adamson said.

"We are seeing a frequency and
severity (of losses) that's unprecedent-
ed," he said.

For the larger spectrum of general
and products liability covers, though,
little change is visible, reinsurers say.

"The pressure for improving rates is
not as strong as for property busi-
ness," Mr. Strohschen noted. Ell
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OPINIONS

End pension repayment plan
LTHOUGH EMPLOYERS should not be al

lowed to squander pension assets earmarked
for benefits, they should be free to use plan

funds to cover plan expenses that they deem reason-
able and necessary.

We oppose, therefore, a pilot program by the U.S.
Labor Department to require employers to reimburse
their pension plans for certain expenditures made in
the course of administering a plan. Far from expand-
ing this program, as the federal regulator is consider-
ing, the pilot effort should be halted.

As we have reported, the Kansas City, Mo., office of
the Labor Department's Pension and Welfare Benefits
Administration has begun a pilot program to require
employers to reimburse their retirement plans for ad-
ministrative expenses paid for with plan dollars (BI,

Aug. 21). Ostensibly, the plan is designed to safeguard
pension assets to assure they are used to meet benefit
obligations and provide employees with adequate re-
tirement income.

That is a noble goal, but will not be achieved by in-

creasing employers' plan administrative expenses.
The delivery of pension benefits does not occur in a

vacuum. Numerous administrative tasks and duties-

many of them mandated by federal law and regula-
tion-must be performed.

The Labor Department's quest for repayment sug-
gests that it may believe these expenses to be inappro-
priate or wasteful or that they somehow unduly bene-
fit the employer. That is hardly the situation, however.
Most, if not all, of the administrative expenses are ben-

eficial to pension plans and their participants. And

many are required by the very federal agency that now
wants employers to pay back such expenses.

One of the expenditures regulators are targeting is
the cost of converting traditional defined benefit pen-
sions to cash balance plans.

In our opinion, the fact this is on the Labor Depart-
ment's agenda at all implies a bias against a perfectly
legitimate, albeit controversial, pension plan design.
While cash balance plan conversions have been the
subject of complaints by employees who were vested in
replaced plans, the fact is that in today's labor envi-
ronment-where job hopping is increasingly common
and there is fierce competition for a shrinking talent

pool-these plans help employers meet their recruit-

36

65.

oft-k R-

A' ©Z/00

'05 COOEE, INS B All OFFICE... 90-6 DONT EXPECT ME
TO OPERATE IN TAE 'BES WORLD, DO YOST!\"

ment challenges.

Other targeted expenditures involve:
• Calculating benefit liabilities, as is required under

accounting rules.
• Legal and consulting fees for providing assistance

with government paperwork required of pension
plans.

• Running non-discrimination tests on a plan.

• Shutting down a pension plan.

• Outsourcing administration of a pension plan.
These all are valid administration expenses. And as

long as paying such expenses would not put a pension

plan in financial jeopardy, it is reasonable for an em-

ployer to pay for them with plan resources.
If the government decides otherwise, and opts to

continue and expand its pilot repayment initiative,

then pension plans and their participants will suffer.
Certainly this would be another reason-especially for
smaller firms-not to offer a pension plan or to cut
back on benefits.

That would hardly be in the interests of assuring

that employees have adequate income when they re-
tire.

LETTERS -

Remove differences in benefits
To the editor: I am writing to follow up

on the excellent letter by Randy McK-
night, "Treat Employees Like Con-
sumers," regarding the need to find new
and better ways to provide and finance
employee benefits (BI, Aug. 7)

There is one point that Mr. McKnight
did not address, which is the issue of eq-
uity in the provision of employee·bene-
fits. This is a particularly important point
in light of the recent passage of the Ver-
mont "civil union" law, which essentially
says that, since benefits are provided to
the family of an employee, "same-sex
marriages" must be allowed to prevent
discrimination in the way benefits are
provided.

I find it both sad and strange that,
when the Vermont Supreme Court direct-

LETTERS TO THE EDITOR

ed the Vermont Legislature to remedy the
inequitable way in which employers pro-
vide benefits to their employees, Vermont
was flooded with out-of-state financing
to promote gay marriages, while those in-
volved in providing and paying for em-
ployee benefits apparently missed the op-
portunity to implement constructive
change.

What needs to be done? The problem is
not related solely to the provision of med-
ical and dental insurance. At companies
at which employers provide free or subsi-
dized day care for their employees' chil-
dren, single workers do not directly enjoy
that benefit and can justifiably feel that
this is unfair. After all, there is no help
for those employees with elderly parents.

Surely, the real solution should be to

{ Business Insurance welcomes letters to the editor.
{ This section is intended to be aforum for readers' opin-
1 ions and comments. We reserve the right to edit letters
I for clarity or space. We will not publish unsigned let-
] ten. Please send your letters to Letters to the Editor,
1 Business Insurance, 740 N. Rush St., Chicago, Ill.

60611;far: 312-280-3174; e-mail: pwinston@crain.com

remove all differences in the way em-
ployers provide benefits. Each employee,
whether married, single or "unionized,"
should receive the same amount of bene-

fit and then be allowed to choose how to

spend it. Employees can then be educat-
ed to become more-disciplined con-
sumers.

I would welcome feedback from read-

ers. What are the barriers to employers
submitting legislation in their state legis-
latures to ensure that all employees will
receive the same benefit subsidy? Would
this not have been a better remedy in
Vermont?

Kathryn Westover
Director

Strategic Risk Solutions
Colchester, Vt.

B/'S ONLINE DISCUSSION FORUM

Visit BI's Online Forum, which offers unmoder-

ated discussion areas for readers to exchange ideas
or information on risk management, employee ben-
efits insurance and miscellaneous other topics.

The Online Forum is located at: http://www. busi-
nessinsurance.com/forum/index. html/
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MU Go ahead, give me your worst. Back

pain. Broken bones. Whatever injury

an employee suffers, nothing will stop

me from getting them back on the job

as safely and quickly as possible. By

coordinating the doctors, employer and

the injured worker, I keep the recovery

process moving. And being a Registered

Nurse with 28 years of experience

helps me know just what an injured

employee needs, from medical care to

rehabilitation. Because when it comes to

my job, the more pain I can deal with,

the better everyone feels. //

690§(E [88 68@[E ,lin a@FO©@} Through proven recovery

programs, our experienced Nurse Case Managers helped save

customers nearly 700,000 disability days last year alone.
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Continued from page 3
the beginning of this year," he said.
"We're in the process of spending
much more time talking to our cus-
tomer base around the world" about

it, he said.
Greg Berg, e-business representa-

tive for the Americas division of Swiss

Reinsurance Co. in Armonk, N.Y.,
said that he believes cedents are inter-

ested in purchasing small, simple
reinsurance business online "because

we all benefit from driving costs out
of the business." He noted, however,
that an education process isneeied =o
generate interest in the approach.

"From our point of view, with ele>
Ironic transactions you can't just put
a reinsurance product on the site and
expect customers to find their way
andchange theirbuyingbehavior," he

m

0

E

said.

With that in mind, Swiss Rels inte-
grating its 9-month-old proprietary
transaction platform-known as EL-
RiX-into its marketing program,
and the reinsurer will be going out to
its facultative customers salking with
them abour moving to an e-environ-
ment, Mr. Berg said.

"Some (eedents) will use is more
shan others, but it is part of keeping
all of our clients happy," said Clar€
Brennen, group vp-communications
and investor relations for SCOR S.A

in Paris, referrkg to the reinsurer's 5-
month-old proprietary system called
i-fae. "It's an additional distnbution

channel for our facultative business,"
she said. "It speeds up the service to a
certain ectent."

In the fist shree months after its

launch, i-fac had 188 hits, Ms, Bren-
nen said. "In less than one hour after

our official launch, we had our first

Now therek a partner you can do business

with. Wherever you are. Whenever you need.

A one-stop shop that seves va,ual* tirre

by handling your companyl insurance

reinsurance and sen/,ce needs. AXA

Corporate Solutions brirgs together ,

the expertise of /\XA Global Risks. '

AX/\ Re and AXA Cessions to 01Ter

subm.ssion."

Wnile GeneralCologne Re, Swiss Re
and SCOR are targeting facuhative
business, ERC Frankona-the Mu-
nich. Geonany-based European arm
of Employers Reinsurance Corp.-is
offering reaty reinsuranee capacity
via its Reinsurance Online, or RIO,

portal.
Cedents seeking treaty capacb can

go ontc the ske and submis their qual-
ificaticns and they can instantly de-
termine how much capacity ERC
Frankona has to offer and at what

price expained Jochen Deiser, an un-
derwrizrand project leader forRIO.

"We offer the price, and it's up to
you to buy or not," he said. "In shree
to f)ur mouse clicks, you car: bind
coverage"

Ransurers say that although online
wrisings have so far generally been
limited zo just small reinsurance
transactions. they plan to continue to

youll

CORPORATE
SOLUTIONS

Your world.- .

ald products to their portals, believ-
ing that someday even the most com-
picated reinsurance transactions will
be Web-enabled.

"We see a day when all forms of
reinsurance will involve (some form
of) electronic commerce, depending
on the type of client and type of prod-
uct," Swiss Re's Mr.Berg said.

Ceding insurers, hcwever, are not
embracing the concept with as much
zeal.

"From KM Global's standpoint, be-
cause of the way we focus on our cus-
:om€rs, I don't think online purchas-
:ng of reinsurance is valuable for us,"
said Tom Davies, reinsurance manag-
er for the Johnston, R.L-based mutual
Factory Mutual Insurance Co., which
zperates under the name FM Global.

Central to FM Global's approach to
purchasing reinsuranee is conveying
to the underwriter the uniqueness of

See Ormne on page 12

more competitive c»oices a-ross the line.

Al[ backed by the AXA Groupt financial

strength across the planet. A simple call is

all it [akes ts start everagirg your

risk management decisions with our

integrated solutions today.

See www.axa-corporatesolutions.corr

for contact details.

On the Web

A sampling of Web sites that
offer online capacity:

0-0 -4-46 W.

CATEX: www.catex.com

A neutral online exchange bring-
ing global insurance and reinsur-
ance buyers together with sellers
in a common electronic trading
floor. The exchange is open to all
lines of commercial insurance

and reinsurance.

....I- --

f22  -*-

-

m

--

ELRiX: www.elrix.com

Swiss Reinsurance Corp.'s on-
line transactional platform offer-
ing submissions and quotes for
U.S. property facultative risks;
global aviation risks; excess of
loss properly catastrophe risks
in Europe and Israel; and global
weather derivatives. The site also
contains links to other Swiss Re

online services, information and
news.

Fact·\'01-/ir

Emcispin emi
--

FacWolld: mnv.facwoild.com

Genera[Cologne Re Group's on-
line portal offering submissions
and quotes for facultative trans-
actions, in addition to an array of
informational features including
discussion forums, question and
answer links and links to Gener-

aICologne Re research and vari-
ous industry publications.

'-Il....

fr31=3.- r.-*-

.

1-lac: i-fac.scor.com

SCOR's online distribution chan-

nel offering submissions and
quotes on small facultative busi-
ness in the United States and

Canada.

2 -' 4 2 44 2 4.

Waic..rh*....

RIO. mm.em-fmnkona.contio
ERC Frankona's online portal of-
fering reinsurance capacity for
aviation, space, non-marine en-
ergy and marine energy treaty
business.
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Online
Continued from page 10
the account, Mr. Davies said. "You
cannot buy reinsurance in a cost-ef-
fective way if you can't show the
reinsurer the true exposure of what
they are buying from you," he said.

"Personal relationships with rein-
surers are extremely important," Mr.
Davies said "We do all we can to fos-

ter relationships, and at the end of
the day, that's what drives down our
costs."

David Robb, president of reinsur-
ance operations for The Hartford Fi-
nancial Services Group Inc. in Hart-
ford, Conn., also is skeptical.

"I'in still a bit in the doubting
Thomas camp on the application of

Internet technology to reinsurance
transactional activity," he said. Al-
though direct placement of a rela-
tively simple facultative account
with a single reinsurer is likely to oc-
eun there are hurdles that must be
cleared before the bulk of treaty
placements will move to the Internet,
Mr. Robb said.

The complexity and individuality
of the reinsurance transactions them-

selves, coupled with the need to ne-
gotiate all terms and conditions and
the fact that reinsurance transactions

take place basically two times a year,
"will make it difficult to move for-

ward too rapidly," Mr. Robb said.
When asked whether he would be

interested in purchasing reinsurance
online, R. Max Williamson, president
of surplus lines insurer Scottsdale In-
surance Co. in Scottsdale, Ariz, flat-

ly said, "No way."
"I think it's so individualized and

personalized and structured to what
you want to do, and there are so
many people involved in our treaties
that it would be very difficult" to buy
reinsurance online, he said. "If I had
a one-line, low-limit deal. .I suppose
I'd do that, but in our case, it would-

n't make any sense."
But Swiss Re's Mr. Berg noted that

comments like these are based on an

understanding of current technology,
which is admittedly limited. But with
the widespread development of
broadband Internet technology, the
computers of tomorrow will be much
more powerful and sophisticated
than current systems, allowing the
use of applications that are unimag-
inable today, he said.

"So when you say that complicat-
ed, large-treaty business isn't appro-
priate for e-commerce, that's inside
today's frame of reference. In five
years, it may not be very far-
fetched," he said.

In addition to working to overcome
an e-commerce learning curve
among their customers, reinsurers
also are facing competition from on-
line exchanges. Such sites provide a
forum in which cedents and reinsur-

ance brokers post risks, allowing a
variety of reinsurers to bid for the
business.

While other neutral online ex-

changes are in the works, CATEX
has been operating for almost two
years.

Since its inception, 2,200 risks have
been posted, and 350 transactions-
representing $473 million in premi-
ums and $2.7 billion in limits- have

been completed on the exchange,
said Heather Phillips, senior vp-mar-
keting for CATEX in New York.

She said that treaty reinsurance
represents a majority of the business
posted Roughly 60% of the transac-
tions involve property risks, with
20% pertaining to casualty and the
remainder falling into other lines,
such as aviation, marine and health.

CATEX currently has 30 broker
subscribers, half of which regularly
post risks on the exchange, Ms.
Phillips said. About 100 reinsurers
and Lloyd's of London syndicates

subscribe to the exchange, and 7E of
those regularly access the site a
spokesman noted.

"Our vision is that if you create an
onlin2 marketplace where everyone
is coming to the same place" it pro-
motes pricing transparency and of-
fers transaction detail for all lines of

reinsurance, Ms Phillips said. "A
global marketplace has certain ad-
vantages over proprietary systems,
which don't brng the neutral dy-
nami 2 of everylne diving into she
same portal."

Other observers agree that neutral
online exchanges have advantages
over proprietary systems, but they
note:hat the mode_ of choice for =he

future remains to be seen.

"I am in favzr of the exchange
model, personally, because it creates
a marketplace where multiple play-
ers ec,me to the table, as opposec to
going directly to different reinsur-

ance companies," said Alyson Wald-

mar-, senior manager-finar.cial ser-
vices Irractice for KPMG Consulting
in Bosson. Exchange models 'take a

'Personal relationships
with reinsurets are

extremely important,'
says Tom Davies of FM
Global.

lot of work away from she con-
sumer."

BI Ashley, execitive vp ji E.W.
Blanch Co. Inc. in Dallas, agrees.

"In my personal view, to tne extent
that (reinsurers) try to implement
their own exchange, it will ner er get
off the ground," he said. "Clients do

not want to get on a multitude of sys-
tens to get the jcb done."

Blanch, one of the world's largest
reinsuramee brokers, is a significant
investor in CATEX and offered more

than 25% of its business over

CATEX in 1999, Mr Ashley said.
Rich Mayock, a partner for Price-

waterhiuseCoopers L.L.P. in New
York, nosed thal although he thinks
it"would not be unreasonable to see

(reinsurer-owned portals) migrating
toward an auction-like format" in

the future, "anytime you wring out
costs associated wiih the process and
facihiate commerce, it's the model

that will.iltimately win the day."
John Greene, serjor vp-marketing

for Guy Carpenter & Co. Inc. anoth-
er of she world's largest reinsurance
brokers, said he thinks proprietary

reinsurance porsals will continue to
exist in the future.

"Well see a lot if market-owned

exchanges, which may be perceived
to be somewhat tiased, and they will
have a tough time competing wi:h
neutral exchanges," he said. "Hiw-
ever, there will be that flow of b.isi-
ness that know that they wan: to
work with a certain reinsurer, and
that option will be available to
them."

Although some reinsurers say:hat
their focus a. the moment will re-

main on developing their own pcr-
tals, Swiss Re, for one, ir_tends to
keep Es options open.

"There are going to be a variety of
business models, and we are going to
develop and support a varietr of
them, because we don't know which
business models will be most attrac-

tive," Mr. Berg said.
"Our strategy is to both develog a

propnetary platform and lo havp an
open mind to a marketplace business
model," he said. A



Business Insurance, August 28, 2000 / 13

Holocaust settlements may constrain U.S. regulators
By MEG FLETCHER

wo proposedsettlements ci
Holocaust-era insurance

claims raise a significant
foreign policy issue that
challenges the appropri-
ateness of some remedia-

tion efforts by several U.S. states.
Those efforts, by a handful of leg-

islatures and insurance commis-

sioners, have soughz to pressure the
U.S. subsidiaries of foreign insurers
and reinsurers to encourage their
parents' participation in negotia-
tions of Holocaust-era claims.

Both tentative settlements;

reached last month, would require
companies to provide funds that
would be used to pay claims and

provide humanitarian assistance to
Holocaust-era survivors or their

heirs. One settlement was reached

with Assicurazioni Generali S.p.A.
of Trieste, Italy. The other involved
several German businesses, includ-
ing insurers and reinsurers, all of
which are joining with the German
government's continuing repara-
tions efforts by establishing a new
German foundation for "Remem-

brance, Responsibility and the Fu-
ture."

Each proposed agreement calls
for the U.S. Justice Department to
prepare a "statement of interest"
for each participant. According to
settlement documents, the proposed
statement urges U.S. courts facing
pending litigation on "all assorted

(Holocaust) claims" to dismiss them
"on any valid legal ground," be-
cause that is in the best interests of

U.S. foreign policy.
Experts point out, though, that

under the U.S. doctrine of separa-
tion of powers, any such statement
from the U.S. Justice Department is
not necessarily binding on any U.S.
courts or regulators.

"The effect (of such a statement)
is similar to the Justice Department
filing an amicus brief," said attor-
ney Frederick Reif, who represents
Gerling Global Reinsurance Corp.
of America. Mr. Reif is in the New

York office of Wilson, Elser,
Moskowitz, Edelman & Dicker
L.L.P. "The million-dollar question
is: What will other courts do with

it?"

But Elan Steinberg, who is exec-
utive director of the World Jewish

Congress in New York, expects that
U.S. courts will acquiesce, saying
that when Generali receives such a

document, "for all intents and pur-
poses, Generali will not be subject
to lawsuits."

Regardless of how the courts re-
spond to the Justice Department
documents, the concept of leaving
foreign affairs issues to federal pol-
icymakers already appears to be
persuasive.

For example, at least two courts
ruled in June that individual states

should not meddle in U.S. foreign
affairs.

In the first case, Judge William B.

76aRe

Shubb of the U.S District Court for
the Eastern District of California in
Sacramento cited state interference

with federal foreign policy consid-
erations as one of the reasons he

barred California insurance regula-
tors from enforcing the state's Holo-
caust law against several insurers,
including American Re-Insurance
Co., which is a unit of Munich, Ger-
many-based Munich Reinsurance

pension of their certificates of au-
thority to conduct business in the

pealing that decision.
In another case, the U.S. Supreme

Court held that a Massachusetts law

restricting its agencies from pur-
chasing goods or services from com-
panies doing business in Myan-
mar-formerly known as Burma-
is invalid under the Supremacy
Clause of the U.S. Constitution,
"owing to its threat of frustrating
federal statutory objectives."
Congress imposed sanctions on
Myanmar in 1996 due to human
rights violations.

"These court decisions raise ques-
tions about whether state laws will

withstand legal scrutiny," said a
spokesman for Allianz A.G. Holding
of Munich, Germany.

The specifics of the preliminary
Holocaust-related agreement with
Generali call for the insurer to pro-
vide $150 million in compensation
for claims and humanitarian assis-

tance through the International
Commissioner on Holocaust Era In-

surance Claims and through a trust
in Israel.

As part of the agreement, Gener-
ali also is providing several thou-
sand additional names of Holo-

caust-era policyholders to an ICHE-
IC Web site, which will allow sur-
vivors and heirs to check for possi-
ble coverage.

"Generali views the resolution of
this issue as a moral concern of the

highest priority," General Manager
Giovanni Perissinotto said in a
statement.

"When finalized, we believe it
will be the most efficient approach
for payment of claims as well as dis-
bursement of humanitarian funds,"
said Christopher Carnicelli, presi-
dent and CEO of the Generali-U.S.

Branch in New York.

Meanwhile, the German founda-
tion Will be funded with about $5
billion, with contributions equally
split among the newly participating
German companies-including
German insurance association

members Munich Re and Gerling-
and the German government. These
funds are in addition to the $100
billion in current U.S. dollars that

the government has or is paying out
in compensation, restitution and
pensions for acts committed during
the Nazi period, according to a
statement by Stuart E. Eizenstat,
the U.S. secretary of state for Holo-
caust issues.

The new funds will be directed to

about 1 million individuals and
their families who have never be-

fore been compensated for "histori-
cally grave wrongs," including
forced labor, confiscation of proper-
ty, medical experimentation and
unpaid insurance policies, accord-
ing to foundation documents.

Many state lawyers first got in-
volved in attempting to recover res-
idents' unpaid Holocaust-era

claims-particularly those related
to life and dowry insurance-fol-
lowing others' successes in resolving
banking-related claims.

There are about 44,000 Holocaust

survivors living in the United
Continued on next page
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Continued from previous page
States, many of whom reside in New
York, California and Florida, ac-
cording to rough estimates by :he
U.S. Holocaust Memorial Museum.

U.S. state officials generally con-
fined their efforts to two fronts.

The National Assn. of Insurance

Commissioners was instrumental in

establishing the International Ccm-
mission in 1998, in conjunction with
European regulators, Jewish organi-
zations and several European insur-
ance companies that wrote Holo-
caust-era policies, either directly or
through affiliates. Those insurers in-
cluded Allianz; Paris-based AXA
Group S.A.; Generali; Winterthur
International of WinterthllI, SWit-
zerland; and Zurich Financial Ser-
vices Group Inc. of Zurich, Switzer-
land. In addition, Basler Lebens
Versicherungs Gesellschaft of Basel,
Switzerland, joined, but it subse-
quently resigned from the commis-
mon.

As a part of joining ICHEIC,
members signed a Memorandum of
Understanding that outlines their
duties and responsibilities, includ-
ing the commission's goal of dissem-
inating policyholder information on
the World Wide Web and es:abl:sh-

ing a process that will speed resolu-
tion of unpaid claims for aged vic-
tims.

Although some reinsurers consid-
ered participating in the commis-
sion, none did. That is because their
business dealings were with ceding
insurers-rather than directly with
policyholders-and, as a result, they
were unable to provide the informa-
tion requested, reinsurer spokesmen
emphasize.

State officials' other approach
was to address the issue through
legislation. Six states-California,
Florida, Maryland, Minnesota, New
York and Washington-enacted
laws related :o Holocaust-era insur-
ance claims.

"There is a range in the legisla-
tion," said Debra J, Hall, senior vp
and general counsel for the Reinsur-
ance Assn. of America in Washing-
ton. The thrust of most laws, howev-
er, was to require insurers to report
to the state insurance department
relevant policyholder claims data
from its company or its affiliates. An
insurer's failure to participate could
result in serious penalties, including
huge fines or revocation of insur-
ance licenses. The laws also typical-
ly provided a safe harbor for insur-
ers that participated in ICHEIC.

Lawmakers, however, tried to
further the ''laudable goal" of ai-
dressing the "heart wrenching" is-
sue of victims' Holocaust-era losses
by using unconstitutional methods,
including imposing "very serious
threats," such as license revocation,
Ms. Hall said.

Reinsurers have argued that the
statutes are unconstitutional for
several reasons, including that the
laws ignore due process by trying to
hold reinsurers responsible for ac-
tions of their ceding companies or
subsidiaries, and that they violate
the Commerce Clause by trying to
regulate commercial activity outside
of a state's borders.

In addition, reinsurers argue that
such state laws violated the Su-

premacy Clause by meddling in for-
eign affairs, which is the province of
federal government.

Exceed expectations. This is the

goal we set for every reinsurance

solution we provide. To reach it

requires unquestioned financial

stability, clear understanding of

customer needs, strong

professional expertise and the

disciplined management of a

market leader. It requires NAC Re.

www. nacre.com

In addition, the RAA's Ms. Hall
said, such legislation may encourage
other remediation efforts, such as
those to provide reparations for
genocide in Armenia.

State lawmakers and instrance

regulators dispute such assertions,
however.

Regulators typically argue that

'1 believe anybody who
has a valid insurance

claim deserves to have

that claim paid,' says
Diane Koken.

their methods are legal
"I believe that anybody who has a

valid insurance claim deserves to

have that claim paid," said Pennsyl-
vania Insurance Commissioner Di-

ane Koken, chair of the NAIC's In-
ternational Holocaust Commission
Task Force and an alternate to
ICHEIC.

But, she said, allowances must be
made in resolving Holocaust-era in-
surance claims due to several un-

usual factors, including the failure
of concentration camps tc issue
death certificates as well questions
about valuating currencies several
decades after the claims occurred.

Ms. Koken recently asked the
Pennsylvania Supreme Court to
overturn a ruling requiring her to is-
sue an immediate decision about

whether American Re-Insurance Co.

can acquire United National Group.
However, department attorneys

An CAPITAL Company

sought to dismiss that reqi«est last
week because the ques:ion became
moot. Owners of United National

:erminated a year-oli purchase
agreement earlier this mc,ntn due to
her failure to act on the proposed
deal (BI, Aug. 14).

A state court judge previously
ruled that Ms. Koken improperly
held up the proposed purchase as a
means to pressure Am£rican Re's
parent, Munich Re, into joining
ICHEIC.

"The commissioner ne«er insisted

that Munich Re must join the com-
mission, but that it demonstrate that
its subsidiaries are payrrg claims in
a reliable manner," a department
spokeswoman said.

In Florida, meanwhile, a U.S. Dis-
trict Court in Tallahassee accepted
Gerling's argument that the state's
Holocaust reporting sta:ute should
not be enforced against six compa-
r-ies related to Gerlins, Mr. Reif
said. The department disagrees and
is appealing the case.

In light of the foreign pokey ques-
sions raised by the proposed settle-
ments, it remains to be seen how
U.S. state officials will respond.

Leslie Tick, a senior staff counsel
with the California Insurance De-

partment, said she woula be op-
posed to extending the legal protec-
tions contained within the German

foundation agreement to regulatory
actions by state insurance depart-
ments. The foundation's protections
primarily address indivicual and
class-action lawsuits and not regu-
latory activities, she said.

In addition, she said she believes
that the ICHEIC Memorandum of

Understanding "doesrit preclude

1¢32
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regulatory act-on."
But Pennsylvania Commissioner

Ms. Koker. sall regulators should
work to p-ovide a safe harbor fo

memorandum, in keeping with Sec-
tion 10 of tne agreement.

ance regulators in Holocaust-er:

mixed revi2ws from some observers

From the point of view of Mr
Steinberg if the World Jewist
Congress tnere is no questior
about it, CU S state insurance regu·
lators) are -t.e critical element ir
bringing European insurers to thf
table."

While the largest part of the set·
tlement has been completed--or i
expected k be completed when thi
tentative settlements are resolved-
survivors and their heirs are stil

waiting fcr s.milar proposals fron
AXA as well as Dutch and Swis

companies, he said.
However spokesman for severa

reinsurers say that they view th
U.S. regula:ors' involvement as "in
appropria:€ ' and unconstitutional.

"As a pracTical matter, it doesn'
make sense for 50 insurance com

closures tom companies that don'
do business within their borders o
from thet suo:idiaries, which ofte
do not have access to records or re

sources that insurance departmen
requests' demand," said a spokes
man for American Re.

tors"is the single greatest remainin
hurdle to resolving the overall issu
internatic,r.aily," said Gerling's al
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New ERC chief to draw on general, eclectic background
By JUDY GREENWALD

hen Ronald R. press

man, the new presi-
dent and chief execu-

tive officer of Em-

ployers Reinsurance
Corp., meets people in

the industry, they may wonder how
long he is likely to stay in his posi-
tion. So far, though, nobody has
asked.

"To be honest, that particular
point has not come up in any discus-
sions," though it may be on the
minds of some of those he meets, Mr.
Pressman said.

In July, Mr. Pressman, 42, sue-
ceeded David L. Calhoun, who
served as president and CEO of

Overland Park, Kan.-based ERC for
less than a year before being named
executive vp and chief operating of-
ficer of another General Electric Co.

unit, GE Aircraft Engines.
Prior to taking over at ERC, Mr.

Pressman, who has worked for GE
since he graduated from college, was
president of GE Capital Real Estate.

Mr. Pressman is reluctant to say
how long he expects to be at ERC.

"I've learned over the years not to
sign in blood on that question. How-
ever, candidly, I'm here to address a
series of long-term and important
strategic and operational challenges
for our business, and I'm committed

to that; GE's committed to that."
"And I guess time will tell how

long I'm here, but I'm also at the

point in my career where duration in
jobs is extending," said Mr. Press-
man, noting that he held his previous
post at GE Real Estate for four
years.

One of the challenges ERC faces is
that "we're coming off a cycle where
the business grew increasingly com-
petitive," Mr. Pressman said. Fur-
thermore, over the past two years,
reinsurers have "weathered perhaps
unprecedented catastrophe events,
which have certainly shaken the in-
dustry."

"We're fortunate to have a parent
company like GE and the commit-
ment and strength of a franchise at
GE to work off of. These kinds of

challenges are significant and are
important opportunities for us to re-- Mr. Pressman

Property-casualty reinsurers

can't affo rd to keep their heads down
PXRE has always designed its finances to withstand worst
case outcomes that would make most reinsurers bury their
heads in the sand. That's why we have emerged from two
record-setting years of industry losses with our capital
intact, ready to write business on a global scale.

We will continue to reinsure property and casualty risks at
appropriate prices fo- the level of exposure, while maintain-
ing the global geographic diversity needed to ensure our
financial strength. Because PXRE is committed to continuity
of coverage not just to pay your claims, but to ensure the
continuation of your business under even the most extreme
circumstances.

PXRE Reinsurance Company
Continuity of coverage in risk transfer

Having lived through some of the most challenging years
in reinsurance history, we know that once-in-a-millenium
events can happen now and again next year, and the year
after that. That's why, in addition to the commitment of our
own surplus, we share our business with a select group of
companies that, collectively, provide the financial strength
of billions of dollars in additional capital.

If you are looking for a multi-line, risk-transfer partner with
experience in all parts of the business cycle, call PXRE.

With your very first call, you will learn how we came to
set the industry standard for responsiveness, from under-
writing requests to the settlement of claims.

A unit of PXRE Group Ltd. NYSE: PXT
Member of BRMA {Brokers and Reinsurers Market Association)

Edison NJ USA: Gordon Forsyth Ill (North American Operations). Michael Bleisnick
(London Market Operations), Charles Penruddocke (International
Operations), Jeffrey Mayer (Finite Reinsurance)
+1 (732) 906-8100 Fax: +1 (732) 906-9283

London:

Berrnuda:

Brussels:

Peter Butler, Syndicate 1224 (managed by PXRE Managing Agency Ltd.)
+44 (0)207 663-0800 Fax: +44 CO)207 663-0811

Jeffrey Radke +1 441-296-5858 Fax +1 441-296-6162

Alain Tounquet +3227770909 Fax: +3227770900

www.pxregroup.com

evaluate and then pursue strategies
going forward, but, basically, we do
so with a tremendous backdrop of
strength and long-term credibility,"
Mr. Pressman said.

Although he has not previously
worked in the insurance industry,
Mr. Pressman has spent about one-
third of his career working interna-
tionally, and he said he believes that
experience is one reason GE picked
him for the job.

"It certainly is a glove fit. . .from
the standpoint this business is a ma-
jor franchise in its industry segment.
It has a global footprint, with a sig-
nificant presence in Europe, here in
North America, as well as in Asia,

and the fact that I have spent a good
portion of my career in all three
zones is very helpful coming in day
one, in understanding what the envi-
ronment is from an environmental

and macroeconomic standpoint," he
said.

"I think the combination of lead-

ership attributes that I've been for-
tunate to develop in my GE career,
plus a great talent base across GE
and international experience, will
hopefully be a good equation for
success going forward," Mr. Press-
man said.

Learning a new business "has be-
come a bit of a science for me over

time," Mr. Pressman said. "We're

spending a lot of time on immersion
in the business," while at the same

time trying to generate a business
strategy to "rally around going for-
ward," he said.

Mr. Pressman said he believes an

individual need not be expert in a
particular business to run it, "but
with the caveat that you can't run a
business unless you surround your-
self. . .with terrific people who do
have the expertise or blend of exper-
tise, fresh thinking and long history.
And I think we've got that blend
here.

"We've got some people here with
25, 30 years" on ERC's leadership
team, and those people bring
"tremendous history and experi-
ence," he said. But, at the same time,
there also are people who have been
with ERC for only a couple of years,
"some with a reinsurance back-
ground and some who are fresh to
the industry-and that's a great dy-
nan*c to have on a leadership team,"
Mr. Pressman said. "My biggest job,"
he added, is getting the right people
in place and managing capital effec-
tively, and "those are transferable
skills from industry to industry."

Earlier this month, ERC made sev-
eral promotions, effective Sept. 1,
and changed the name of its Munich,
Germany-based subsidiary from
ERC Frankona Ruckversicherungs-
A.G. to GE Frankona Re. Bernhard

Fink, CEO of ERC Frankona, will
become chairman of the supervisory
board of GE Frankona Re and CEO

of ERC's European holding compa-
ny. He will also expand his role as
CEO of GE Germany. Robert J.
Dellinger, currently executive vp
and chief financial officer of ERC,
will become CEO of GE Frankona

Re. Marc Meiches will become ERC's

new chief financial officer. He previ-
ously was executive vp, chief operat-
ing and financial officer at GE Capi-
tal Aviation Services. All three re-

port to Mr. Pressman.
One of the areas Mr. Pressman

plans to focus on at ERC is electron-
ie commerce.

"There's absolutely no doubt
across GE; we believe that e-com-

merce is. . .as big as the Industrial
Revolution," he said.

GE's brand name is an important
factor in the context of e-commerce,

See ERC on page 18
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ERC ance, Mr Pressman said tomer servce and the simplification European Operations, based m Lon-
Although ERC jaces some of business processes ERC is "some- don, and CEO of GE Power Systems,

formidable competition m the rein- what fortunate to be able to embrace which included responsibillty for GE Analysts
Continued from page 16 surance business, Mr Pressman said some temile practnes across GE to Power Systems Global Power Plan
Mr Pressman said "We're fortunate, that pressure does notworry him help us aclneve that goal," he said business

with GE. to have one of the wirld's "I've always had a philosophy of Mr Pressman's journey to ERC's Mr Pressman is mamed and has assess
most significant and well-acknowl- focusing on what we are and what we suburban Kansas City headquarters three children-a daughter, 12, and
edged and resoected brands " can do," while also reccgntzing com- began in Lpstate New York The son two sons, 9 and 6

Mr Pressrnan said he is also enthu- petitors' strengths and potential of two educators, Mr Pressman was "I'm tremendously excited to be new CEO
siastic about the potential int€rplay weaknesses, Mr Pressman said one of four siblings, none of whom here," he said "I've been in a dozen
between the reinsurance and capital ERC's prmcipal strengths, he said "was probably on: plane until they businesses over 20 years Someone
markets, and he said he beheves his are its "tremendous size, global read- were at least out of college" asked me recently what motivates AIIIA an sorneone without

real estate background Mll be help- and stability and continuity in this He joined GE after graduating in me, and not knowing I was about to any industry back-
ful m that arena mdustry, with great commitment anc 1980 with a bachelor of arts degree change, I said change was a big mon-

The use of capital markets "had baclang by GE " from Hamilton Ccllege m Clinton, pator for me
ground successfully

I run the world's fourth-
been fairly active for at least the bet- "Secondly is our rehabihty," Mr N Y where he was a biology major "The opportunity to come into this largest reinsurer?
ter part of the last six or seven years Pressman said "The importance with a hberal arts emphasis "I was Industry and work with this team to  The answer, some

in the real estate industry, ar d I'm there is in continuing t) be open and really a black sheep as far as that learn a new business and to have the analysts say, is "maybe " The

actually looking forward to seeing candid with our partners and cus- goes Trey should have known bet- humbling responsibility for running benefits brought by a fresh per-
what opportimitieswemay haze here tomers about the reallty of what's ter nght al that point," he quipped such a sigmficant franchise within spective must be balanced
at ERC-GE to embrace capita. mar- happening in our marketplace and Before his stint as president of the GE complement of companies is agamst a lack of expenence m a
kets techniques and to be a s.gnifl- adjusting our relatlonsnips as appro- GE's real estate business, Mr Press- Just a temfic opportunity," Mr complex industry, according to
cant leader" in the confluence be- prlate over time" Ancther of ERC's man's other posts included general Pressman said, "and I look forward analysts who have not yet met

tween capital markets and reinsur- strengths, he said, is its focus on cus- manager cf GE's Central and Eastern to the experience" ial with Employers Reinsurance
Corp 's new president and chief
executive officer, Ronald R

«« Pressman

Mr Pressman, who most re-

cently was president of another
unit of General Electric Co, GE

Capital Real Estate, began his
l A Shaired Vissil©Im lob m July He replaced David L

Calhoun, who held the post for
less than a year before bemg
named executive vp and chief

Celebrating Partnerships That Have Changed Our World operatmg officer of GE Aircraft
Engines

Before Mr Calhoun and Mr

(itms Cm[6 S FlmIB [mmia) (lit} Mium,3181] 4 a ME£ resourcefulness, perseverance and courage in facing Pressman each held the position,
ERC-which GE acquired m[la¥5* ClIKAnimig£ (8m]Em# Thomas Jefferson chose the unknown changed forever the landscape - and the
1984-had been run by expen-

his expedition leaders with care Captams Meriwether future - ot America by opening the Western Territory
enced remsurance executives,

Lewis and William Clark were seasoned strategists, to exploration and settlement. including Kai Ahlmann, Tom

insightful observers, trusted friends. Ihey, in turn, At OPL, being a valuable partner to our clients is Case and Michael Pitt

The corporate philosophy ofhad the good judgement to partner rheir resources the key to our business philosophy We have become
GE, which is now belng extend-

with Native American Sacagawea Her innale one of the world's largest reinsurers by nurturing ed to ERC, "is to rotate man-
knowledge and extraordinary recall more than mace mutually beneficial long-term relationships and by agers across business lines, be-

up for the geographic and cultural maps that Lewis providing creative and responsive financial solutions hevmg that good managers can
be effecbve regardless of the un-and Clark lacked The result? A partnership whose to meet our clients' reinsurance needs
derlylng busmess And the cor-
porate track record of GE is un-
surpassed" m generating prof-
itable growth and dominating
the markets m which it operates,
said Donald Watson, director at
ratmg agency Standard & Poor's

OVERSEAS PARTNERS LTD.
Corp m New York

"That bemg said, challenges

QUALITY PARTNER QUALITY ARTNERSHIP for a newcomer to ERC are sig-
nificant," mcluding the strong
earnings pressure on ERC and
the reinsurance industry in gen-

7../.Ill eral, Mr Watson said
One of the advantages Mr

Pressman brings to ERC is a

/'m/Aft#a € .' N wdlingness to exit an unprof-
itable line of business, Mr Wat-

son said, "regardless of its his-
toricalimportance to the group,"

- %*
Just as ERC exited the property

4 facultative business under Mr

2 Calhoun (BI, Dec 20, 1999)
On the other hand, given Mrr

Pressman's lack of industry ex-
4

perience, "the possibihty of un-
derestimating the risk parame-

k\Y ters m a new business venturelit
fl, could be significant," Mr Wat-

4 son said It wll be a real chal-

*i lenge for Mr Pressman to "walk
through the mineheld" to find

FZk
-- opportunities for profitable

growth, Mr Watson said
'4· 4 Michael Smith, an analyst

.

r with Bear Stearns & Co m New

4 ZFmd 1 York, said that, although it may
2111, be good for GE to give its senior

' Tr'
. managers broader experience,

k

"I'm not sure that it s necessanly
. 47'WA

good for some of those elements,
I .

: such as Employers Re," to be led
.

r', ·
. . by an executive who is mexpen-

't/, .:

enced in a particular buslness
. But John L Ward of the

Cincinnati-based Ward Finan-

cial Group Inc said "I think it's
good for this industry to bring mMilittle\joi Plille 14) PO\ IIAI 1.581 8 1'.11-1.1-Ville Red li. milion 11\1()8 liermud,1

management that brings a fresh,lelephone 441 -205 0788 1.ic,mile 441 -202-0142 \, \11\ cneise,),p.nliici , ,(3111
new perspectiveR.lied ,\+ GUpeitilt by \.31 llc#t

By Judy Greenwatd



0

1

DUNCAN, BN
has acquired

Decker & Decke

which has an environmental lia

Fortunately, Aon spotted it

(and had it removed from the:

balance sheet) before Dun '

signed on the dotted line. A



\\..1 \

7,12! i, .

11 rl t tieiiiI -i -11: - 71 - - - -piwiliningint" - -- 1

#N sti"1£111'f t'ikbII.#m,A;*71*el: =-;i f -.

1111101- _-2.1.'""""t* 6
jill=ff'941- -//m-L «

- - - '- 1 U..'-- -- -
-        ..'lili./9.

- -76---

...; 1 1 --

-

I

.ri

ING BARINGS ING INSTI

ING EQUITABLE LIFE ING LIFE

NETWORK ING. FINANCIAL SERVICES 0 ING REIN

NAGEMENT, ING FuNDS ING RISK

30

Atlanta, GA

www.lingomericas.col

Product availability vor

NYSE: 1

by company ond s



EVERYONE'S TELLING YOU HOW THEY

WE DON'T

WORK IN

----22Zn*«

CAN "THINK OUTSIDE THE BOX."

EVEN

A BOX.
A headquarters for financial
services. The advantages that
come from thinking different.

For personal and corporate needs, our

way of looking at things creates innovative

and better ideas that make your money work

bigger, harder and smarter. When you work

with ING, you're getting our vast global

presence, innovation and expertise confidently

thinking for you.

Your financial future won't happen from

inside the box. As one of the world's largest

integrated financial services organizations,

we have over $450 billion in assets under

management, 90,000 people worldwide and

over 25 companies across the Americas to

help you prosper in today's financial world. We

bring an extensive array of insurance, banking

and asset management products and services

to your life and business challenges, along

with the benefits of global strength and

innovation everywhere your money matters.

ING, ready to think differently about your

future. Big time.

The Confidence To Put You First.

ING-«
52]: Cit Ama,



22 /Business Insurance, August 28,2000

NIERNAnONAL REINSURANCE-

Lloyd's
Continued from page 3
provider. Within Lloyd's itself,
there is much less intersyndicate
reinsurance, but there are certainly
companies out there that look to
Lloyd's for their reinsurance pro-
teetion, and Lloyd's is still an im-
portant player."

Despite warnings of difficult
times ahead and a spate of regula-
tory action against underperform-
ing syndicates, market insiders are
confident of attracting more corpo-
rate capital.

Most of the new capacity in Lon-
don is going to Lloyd's rather than
to the company market, according
to a new report by Standard &
Poor's Insurance Ratings in Lon-
don. S&P's Market Profile for Eu-

rope report cites the exampla of

CGU P.L.C., which transferred its
marine business to Lloyd's from
the International Underwriting
Assn. in January 2000. CGU, at the
time the biggest marine underwrit-
er in the IUA, announced it would
transfer all of its London market

marine business to Lloyd's manag-
ing agency Marlborough Under-
writing Agency Ltd. and raise its
shareholding in Marlborough to
60%. The S&P report describes this
move as a blow to the IUA.

S&P also noted that more foreign
companies are investing in Lloyd's
syndicates. "The predominance of
foreign-capital backing (notably
from the United States and Bermu-

da) for companies and, increasing-
ly, for Lloyd's syndicates, is a fea-
ture of the market, and is a trend

that is likely to continue," accord-
ing to S&P.

Recent start-ups and mergers in

the Lloyd's market seem to bolster
the claim that large, overseas cor-
porations are keen to raise their
presence at Lloyd's.

Lloyd's 'remains an
attractive place for
insurance companies
to do business,' says
Kevin Willis.

In June and July this year, a
fierce bidding war was waged for
Limit P.L.C., a so-called integrated
Lloyd's vehicle, which is publicly
traded. Wellington Underwriting
Ltd. and Australian insurer QBE

Insurance Group Ltd. fought
fiercely for control of Limit, one of

the largest integrated vehicles De-
spite the fact that Wellingtor. and
Limit had earlier agreed Lo a
friendly merger, Sydney-tased
QBE came out the eventual winner,

with a £375 million ($558.0 milion)
bid for Limit.

In July, French reinsurer S{rema
S.A. launched a new Lloyd's corpo-
rate vehicle, Broadgate Underwrit-
ing Ltd. "We believe that the
Lloyd's environment will bes: suit
our strategic objectives of dizersi-
fication and development of spe-
cialist lines of business," said Alex-

is Ruset, chairman of Sorema, the
reinsurance unit of Groupama-
GAN S.A.

Patrick Gage, head of city and
commercial lines at Grouparna In-
surances in London, said that the

new syndicate would allow the
company to develop its specialty
business.
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"To create a syndicate at Lloyd's
gives us an entity in which we can
develop a niche approach towards
specialty business which is outside
the mainstream business that Sore-

ma currently writes," he explained.
"In terms of the market, we believe
the timing is excellent because we
are seeing a significant firming of
rates, and we think that there are

reasonable prospects for profitable
results."

Lloyd's Mr. Taylor said more
corporate capital providers will
seek to enter the market in the

coming years. "I don't think that
most of the big corporate capital
players are here at all yet. First of
all, I think we can reasonably ex-
pect those that are already here to
want to increase their capital com-
mitment to the market. Secondly,
we are, of course, aware of a num-
ber of other organizations that are
looking at Lloyd's the way I de-
scribe it, that I think you would
find that pretty much every major
insurer or reinsurer with any sort
of international business or aspira-
tions, somewhere or another, will

have a project saying, 'What about
Lloyd's?' Some of those will come
to fruition and some of those

won't," he said.

As the market turns, Mr. Taylor
said, he expects to see more corpo-
rate investors upping their partici-
pation in the Lloyd's market. "I
think people can see that the mar-
ket is improving. There is no such
thing as 'the right time' in the in-
surance cycle, but anticipating and
expecting a turn in the market and
increasing one's participation at
that time has to be right," he said.
"Secondly, I think there is a gener-
al recognition that Lloyd's, as a
market, historically comes into its
own" as the overall market hard-

ens. "This is the point in the cycle
at which insurers can become un-

responsive and of course the great
advantage of Lloyd's is that it re-
mains a market, and Lloyd's un-
derwriters historically have dem-
onstrated their willingness to be
flexible and reflect the benefit of

long-term relationships," Mr. Tay-
lor said.

But some Lloyd's participants
have expressed concern about the
presence of too much corporate
capital in the Lloyd's market.
"Corporate capital can pull out of
Lloyd's very quickly, and that is a
worry," said one managing agent.

"I think there is too much capital
now provided by single corporate
investors which, were it to start to
move away, the market would have
a problem finding alternatives to,"
said Kevin Willis, insurance ana-
lyst at Standard & Poor's in Lon-
don."The market remains an at-

tractive place for insurance compa-
nies to do business, and that is why
they are putting their money there.
The reason that they would pull

market is that it is not living up to
those expectations. And if it is not
living up to those expectations for
professional insurance people, one
might doubt whether other in-
vestors would be willing to put
their money there as well."

A recent report by the Assn. oi
Lloyd's Members and A.M. Best In-
ternational Ltd. revealed that syn-
dicates backed by individual in-
vestors are in fact performing bet-
ter than those backed by corporate
capital.

For the 1997 year, traditional, 01
"bespoke," names made a profit of
0.2% of capacity, compared with a
marketwide loss of 1.8%. Forecast

figures for 1998 are a 3.8% of ca-
pacity loss for bespoke names,
compared with a loss of 7.2% of ca-
pacity for corporate investors.

See Lloyd's on page 24
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are: Sterling syndicate 529;
Chaucer Syndicates Ltd. 587; Wren
Syndicates Management Ltd. 735;
Marlborough Underwriting Agen-
cy Ltd. 744; Chartwell Managing

Two or three years ago, unlimited
amounts of capital were available for
almost any Lloyd's project,' says Chris
Hitchings.

Lloyd's forecasting, requires businesses to
increase their risk-based capital by
up to 20% for the 2001 year of ac-

Continued *om page 22 count. Managing agencies affected
"The insurance companies that are: CNA Underwriting Agencies

have come into Lloyd's aim to
manage their syndicates in a con-
ventional big-company way. The
latest results demonstrate that this

approach will produce an inferior
financial performance," said

Michael Deeny, chairman of the
ALM. "We believe that many of the
big insurance companies that come
into Lloyd's are not suited to
Lloyd's," he said. "Names have
learned from experience, whereas
some of the new corporates have Ltd., Greenwich Managing Agency
not." Ltd., Hardy (Underwriting Agen-

But the amount of capacity pro- cies) Ltd., KGM Underwriting
vided by individual names contin- Agencies Ltd., PXRE Managing
ues to wane. Private capital ac- Agency Ltd., and Sterling Under-
counted for about 33% of Lloyd's writing Agencies Ltd.
capacity this year, down from 34% Syndicates facing the loadings
in 1999.

The share prices of integrated
Lloyd's vehicles have performed
badly in recent years. According to
Chris Hitchings, insurance analyst
at Commerzbank in London, the

share prices of most Lloyd's vehi-
cles are about 40% to 60% below

their levels of two years ago.
In a special report for the ALM,

Mr. Hitchings said that although
the QBE bid for Limit has prompt-
ed a recovery in the quoted Lloyd's
vehicle sector, corporate investors
are shying away from putting their
money into integrated Lloyd's ve-
hides. "On the corporate front, the
rush of insurers anxious to buy up
Lloyd's businesses has slowed and
a few are now withdrawing," he
said. "More to the point for the on-
going businesses, two or three
years ago, unlimited amounts of
capacity were available for almost
any Lloyd's project."

Now, however, capital-raising
proposals for Lloyd's see little in-
terest, he said.

One corporate capital provider
has found a way to continue its in-
volvement in Lloyd's in a more
hands-off fashion. In July, U.S. in-
surer Fairfax Holdings Inc. sold its
Lloyd's managing agency Kings-
mead Underwriting to Lloyd's cap-
ital provider Advent Capital. Un-
der the terms of the deal, Fairfax

will become a substantial "passive"
shareholder in Advent. Fairfax has

also agreed to a five-year commit-
ment to Advent to support its B.F.
Caudle Agencies business at
Lloyd's and Kingsmead through a
£110 million ($163.7 million) letter
of credit.

Keith Thompson, chief operating
officer of Advent, said the deal
gives Fairfax a way to maintain its
involvement at Lloyd's and gives
stability to Advent. "If a capital
provider also owns the business, *.
they are going to want to see it
through," he said. "In the past, we
have seen capital providers take
the money and run when things get
tough."

Lloyd's is still evolving in the
new corporate environment, ac-
cording to Mr. Taylor. "It is still a
process that is happening. Have we
all adjusted to each other? The an-
swer is not yet, but we are all
working on it. Clearly there is a
difference between an internation-

ally positioned insurer or reinsurer
who creates a business at Lloyd's
and an independent Lloyd's busi-
ness. We are all getting used to this
new environment."

In July, Lloyd's ordered a group
of syndicates to increase their cap-
ital. Those managing agents and
syndicates together represent
about 15% of the market's 2000 ca-

pacity of £10.05 billion ($16.22 bil-
lion). The punishment, called
"loading," administered to busi-
nesses with excessive losses or poor

Agents Ltd. 839; Crowe Syndicate
Management Ltd. 1121 St. Faul
Syndicate Management Ltd. 1211;
PXRE 1224; and CNA 1229.

The effect of the loadings is al-
ready being felt in the market. In
July, Marlborough announced it

14

License to get on with itr

would put syndicate 744 into
runoff and accept no new business
for the 2001 year.

In addition, Paul Archard, who is

managing director of PXRE, re-
signed as deputy chairman of
Lloyd's after the capital loadings
were announced.

CGNU P.L.C., the product of the
newly merged CGU and Norwich
Union Group PLC., withdrew its
support of the marine syndicate af-
ter the loadings were announced. It
provided 80% of syndicate 764's
capacity.

CGNU has not yet announzed
what it will do with iss marine

business.

"I think it (the loadings) is just a
manifestation of an ongoing pro-
cess. It is part of our regulatory role
to ensure that when businesses in

our view are inadequate in any way
that we will take the necessary ac-

Fireman's
Fund®

Fireman's Fund McGee

Marine Un derwriters

A company of the Allianz Group

tion," said Mr, Taylor. "It is per-
haps not surprising, given that the
market conditions have deteriorat-

ed globally to the extent that they
have, that you are seeing more ae-
tivity as a result of that right now.
It is really just the effect at this
particular point in the cycle of a
process that is ongoing. But we are
sending a message very clearly. We
expect high standards here."

Mr. Taylor, who is leaving the
post of chairman in December to
resume his broking career, warns
that the 2001 renewal season will

not be easy.
"The renewal season will be a

very tough season. I think the 2000
renewal season was sort of a dress

rehearsal really, and 2001 is going
to be seriously tough," he said. "It
is a very complicated process, and I
think everyone accepts that it is go-
ing to be a real test." [al
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Courts hold up sale of Brazilian reinsurance monopoly
By GAVIN SOUTER

our years after Brazil's

F Congress voted to open the
country's reinsurance mar-
ket to international reinsur-

ers, Latin America's largest
insurance market is still con-

trolled by a state-owned monopoly,
IRB Brazil Resseguros S.A.

Despite several aborted attempts to
put the IRB up for auction earlier this
year, it remains state-controlled and
is now the subject of a court injunc-
tion that could delay its privatization
indefinitely.

Still, foreign reinsurers remain
hopeful that they will soon be able to

tap the Brazilian insurance market.
While the IRB already retrocedes

some of its business overseas, the mo-

nopolistic nature of the market keeps
other reinsurers from competing for
the business directly and holds back
the expansion of the market, foreign
reinsurers say. Once the market is
opened, they say, Brazilian insurers
will enjoy lowerrates and more choice
in reinsurers and products, they say.

And the reinsurers that enter the

market will gain access to an insur-
ance market that is not exposed to
hurricanes or earthquakes and has a
large and growing premium base, the
foreign reinsurers say.

In 1996, the Brazilian Congress vot-
ed to amend the country's constitution
to allow other reinsurers to operate
within the country. The legislation
that was drafted at the time detailed

how the IRB, which is also the rein-
surance regulator for Brazil, would be
privatized.

Under the legislation, 45% of the
total shares and 90% of the voting
shares in the IRB would be sold to the

highest bidder.
The minimum bidding price has

been changed several times, causing
the auction to be delayed. The last
price suggested was 550 million reals
($301.4 million). But the successful
bidder would end up paying signifi-
cantly more than that, because the re-
maining Brazilian insurance compa-
ny shareholders in the IRB would
have an option to sell their shares to
the buyer for a total of about 300 mil-
lion reals ($165.1 million) three years
after privatization.

The last date for the auction had

been fixed at July 25. But on July 14,
a Supreme Court judge ruled in favor
of a leftist party in Brazil that argued
that the Congress passed the wrong
type of law to permit the privatiza-
tion. The decision is expected to be re-
viewed by the whole supreme court
before the end of August.

If the court upholds the ruling, it
could delay the privatization indefi-
nitely, because Congress would have
to vote again on the legislation. And
this time, to be passed as what the
judge ruled would be the correct type
of law, it would have to be approved
by a wider margin of votes than had
been required for the original legisla-
tion.

A group of four Brazilian and inter-
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co Opportunity, a Brazilian bank.

in the auction.

surers seeking to expand in Brazil.

tion.

it has been profitable in recent years.

tional business had a 132% loss ratio.

Co. in Sao Paulo, Brazil.

tion," Mr. Schweizer said.

whether it will make a bid for the IRB,
Mr. Schweizersaid.

them, he said.

sale, but that has not yet been done,
Mr. Schweizer said.

breaker," he said.
Transatlantic Reinsurance Co.,

Brazilian market.

will be privatized," said Steven S.

New York.

Skalicky said.

going forward," he said.

in Munich, Germany.

received few answers, he said.

its head office in Munich and main-
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Continued from previous page
tain its service company in Brazil,
Mr. Hornisch said.

"We do not wish to fund a local

company, because we do not believe
that we would get the return on the
investment that we would want," he
said.

Already, the average loss ratio for
the Brazilian market is 70%, Mr.
Hornisch said.

"The problem is the rate levels," he
said.

And the premium levels willlikely
fall further when the reinsurance

market is opened up to more compe-
tition, Mr. Hornisch said.

But the Brazilian insurance mar-

ket has great potential for reinsurers,
said Mr. Schweizer. Currently, it
represents about 30% of the premi-

um income in Latin America, he
said.

Swiss Re expects the reinsurance
market in Brazil to grow by 12% to
13% a year for the next 10 years, due
to economic development and struc-
tural changes resulting from the
opening of the market, Mr. Schweiz-
er said.

Even reinsurers that are not bid-

ding for the IRB are showing an in-
terest in Brazil, said Jorge Caminha,
at Guy Carpenter & Co., the reinsur-
ance brokerage unit of Marsh Inc, in
Rio de Janeiro.

There are 19 foreign reinsurers
with offices in Brazil and about 250

individuals, aside from employees of
the IRB, who work in the reinsurance
industry in Brazil, Mr. Caminha said.

One of the foreign reinsurers in
Brazil is SCOR S.A.

"We are very interested in the mar-
ket, firstly, because of its size and,

secondly, because it is not a country
that is much exposed to catastro-
phes," said Jacques Blondeau, chair-
man and chief executive officer of

Swiss Re expects the
reinsurance market in

Brazil to grow by 12% to
13% a year for the next
10 years.

SCOR in Paris.

SCOR has had a representative of-
fice in Rio de Janeiro since 1996, Mr.

Blondeau said, and the Brazilian
business that SCOR writes has been

profitable, he said.
SCOR has not been interested in

bidding for the IRB due to the com-
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plexity of the deal and concerns
about potential runoff problems with
the IRB's old liabilities, he said.

Furthermore, Mr. Blondeau said,

former monopoly reinsurers in other
countries historically lose much of
their business after privatization, Mr.
Blondeau said.

In addition to the prospect of gain-
ing access to an already-significant
market, foreign reinsurers expect to·
see a big increase in the available
business, said Mr. Caminha of Guy
Carpenter.

Currently, insurers in Brazil co-in-
sure a substantial amount of busi-

ness with each other, and that could
be transferred to the reinsurance

market, he said.

Also, as a monopoly reinsurer, the
IRB does not aggressively seek new
business, so there may be additional
opportunities after privatization, Mr.
Caminha said. And when the work-

East
Continited from page 3
prospects for reinsurers must lie
good, particularly in the life and
health sectors, Mr. Lewin said.

According to a recent "sigma" re-
port on globalization, published this
year by Swiss Reinsurance Corp.,
demand for insurance in Central and

Eastern European countries has re-
sulted in average annual grounh
rates that are "significantly high2r
than in the industrialized countries."

Of course, the growth rates vary
from country to country within the
region. For example, Poland's non-
life premiums in 1998 totaled $3.10
billion, a real growth rate per annun
of 15.2% since 1991, compared with
non-life premiums in Hungary in
1998 that totaled $721 million, a per-
annum growth rate since 1991 of just
0.9%.

According to Clemens von Weiehs,
an executive vp of Munich, Ger-
many-based Allianz A.G. Holding,
the opportunities for reinsurers in
Central and Eastern Europe arise
from four developments:

• The rapidly developing primary
insurance market and an increasing
awareness of insurance, which isre-
sulting in the introduction of new in-
surance products and, consequertly,
the creation of a demand for reinsur-

ance.

• The liberalization of insurance

branches that were previously s:ate
monopolies.

• The introduction in many ccun-
tries of compulsory insurance, such
as third-party auto liability, which is
creating a demand on the primary
side that has to be covered by rein-
surance.

• The stabilization of the econo-

my, the growth in industrial produc-
tion and the rise in private incomes,
all of which are increasing denaand
for insurance and reinsurance, ooth

for industrial and private lines.
Bearing this in mind, "it is nol sur-

prising that most leading reinsurers
are active in these countries,' Mr.
von Weichs said.

Ivo Hux, a Swiss Re client manag-
er for Central and Eastern Europe,
pointed out that Munich Re, Swiss
Re, General Cologne Re, ERC-
Frankona, Partner Re, Hannover Re

and SCOR all are leading reinsurers
in the region, with non-proport ional
and facultative business also ehan-

neled to the London reinsurance

market.

Western reinsurers are keen to

"participate in a fast-growing
emerging market," by developing
close relationships with the better
insurers in the area, Mr. Hui said.

Indeed, "certain reinsurers have also
opted for the strategy to invest in the
share capital of local companies in
order to secure reinsurance business

ers compensation system in Brazil is
privatized, as is expected, there will
be a large influx of additional premi-
um into the private insurance and
reinsurance market, he said.

After privatization, market ce-
dents will have a wider choice of

coverage, because they will be able to
buy both traditional reinsurance and
non-traditional reinsurance, Mr.
Caminha said. "We will offer the full

range of products that we currently
offer clients outside of Brazil," he
said.

With the reinsurance market hard-

ening in many sectors worldwide,
though, cedents in Brazil may not see
the large decrease in rates that they
might have expected once competi-
tion is injected into the market, Mr.
Caminha said. "But it is still likely
that they will have lower reinsurance
costs because of the competition," he
said. [a]

from the region," he noted. Further-
more, he said, "the quickly changing
environment and the introduction of

new lines of business, and the priva-
tization and demonopolization of
other lines of business open new
chances to further develop business
beyond existing portfolios."

Still, Mr. Hux said, "it has to be

noted that the positions in the most-
prominent markets, like Poland, the
Czech Republic and Hungary, have
already been taken and that the
market entry today is much more
difficult than several years ago."

Indeed, 93% of the insurance in-

dustry in Hungary had come under
the control of foreign companies by
1997, and there were only four non-
life insurers in the country, accord-
ing to a July 1998 "sigma" report
from Swiss re. By contrast, in Russia,
where foreign companies have been
excluded until recently, there were
some 2,300 insurance companies in
1997, with the total market share of
the three-biggest property insurers
at only 17%.

Munich Re "has a very long and
intensive relationship with many
Eastern European countries," said a
spokesmah for the company. He
noted that the company had dealings
with Russia as far back as czarist

times, as well as during the Commu-
nist era, when it was the largest rein-
surer of the state insurance company
Inkostrakh.

"Eastern Europe is one of our tar-
get markets we are trying to expand
in. However, we plan to do it selec-
tively, and not at any price," said the
spokesman, who pointed out that
"economic stability varies from
country to country."

Manfred Brandmaier, a manager
in Munich Re's Central and Eastern

European department, agreed that
the area is not homogeneous; it is, he
said, a "mixture of markets, prob-
lems and cultures."

Reinsurance brokers agree that the
region comprises a mixture of mar-
kets.

"We tend to look at opportunities
differently in each country and have
very different strategies in each
country," said Mr. Aubrey Jones of
Willis.

Poland, Hungary and the Czech
Republic are the most-developed
markets in the region and countries
where foreign players are already
becoming dominant. This is particu-
larly true in Hungary, where the
state insurer was broken up and sold
in 1986. The presence of a few domi-
nant foreign players in a market re-
stricts opportunities for reinsurance
brokers, Mr. Aubrey Jones noted.

Russia, meanwhile, is "a very ex-

citing market for us," because the
demand for commercial insurance

and its facultative reinsurance is in-

creasing, and "we haven't seen a
See East on page 30
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Contidued from page 30
ly insured party. As long as rep-
utable companies or brokers assist in
such operations and provide good ar-
guments for the strict control of rein-
surance, it remains difficult, at the
same time, to fight against legal and
bureaucratic obstacles for a liberal

international reinsurance communi-

ty in those markets," Mr. Hux said.
Meanwhile, broker and reinsur-

ance executives agree, the whole re-
gion continues to suffer from severe
competition, despite signs of a hard-
ening global reinsurance market.

"The region now is no exception to
the worldwide reinsurance cycle at
its bottom, with certain shy signs of
improving rates. Moreover, the mar-
ket entry of new reinsurance players
in the second half of the 1990s, to-
gether with stiffening local competi-
tion of the direct insurers, have led to
substantial losses for many reinsur-
ers," Mr. Hux said. "Even with now-

hardening conditions, the rates for
both proportional and non-propor-
tional business remain below ade-

quate level in many lines of business,
despite increasing loss frequency and
loss amounts."

"The reinsurance market there is

highly competitive, with unsatisfying
rates taken by reinsurers," said Mu-
nich Re's Mr. Brandmaier. He said he

expects the market to harden a bit as
reinsurers look at their results.

"I suspect some of the hardening
of the reinsurance markets in West-

ern Europe will filter through, al-
though the changernay not be so
great, due to the competition among
reinsurers for business in these de-

veloping markets," said Willis' Mr.
Audrey Jones. Eli

Strong regional growth potential seen
Allianz, Munich Re expand on established links in Central and Eastern Europe

erman companies Al
lianz A.G. and Munich

Reinsurance Co. are

two players that have
long-established rein-
surance links in Cen-

tral and Eastern Europe and
have taken leading positions in
many of the nations of the re-
gion.

Munich, Germany-based Al-
lianz reinsures subsidiary com-
panies in Bulgaria, the Czech
Republic, Croatia, Hungary,
Poland, Romania, Russia and
the Slovak Republic, according
to Clemens von Weichs, execu-

tive vp at Allianz.
The insurer continues to ex-

pand its operations in the re-
gion. In April, it announced the
formation of a subsidiary, Al-
lianz Romania S.A., in Bucha-
rest to write property/casualty
and life and health insurance.

With a population of 22.5 mil-
lion, Romania is the second-
largest country in Middle Eu-
rope, but only 0.7% of its gross
domestic product is produced by
the insurance sector. Romania

has the lowest policyholder rate
in the region, according to Al-
lianz.

"The insurance market in Ro-

mania, consequently, promises
high growth rates. Allianz A.G.
expects the speed of privatiza-
tion in key industries to increase

and the level of foreign invest-
ment in Romania to increase

within the next few years," said
a company statement.

In July, Allianz also an-
nounced that it increased in-
vestment to 10% from 6% in

Croatia's largest retail bank,
Zagrebacka. This follows Al-
lianz's 1998 acquisition of a ma-
jority share in Zagrebacka's in-
surance company, now called
Allianz Zagreb.

Both the bank and the insurer

"cooperate closely in the insur-
ance business," and Allianz has
accepted a seat on the bank's
supervisory board, Allianz an-
nounced last month.

According to Allianz, the
Croatian insurance market is

expected to grow by 10% to
12% yearly, "despite all its eco-
nomic problems."

Last month, Allianz acquired,
with UniCredito Italiano, a con-
trolling stake in Bulbank, Bul-
garia's biggest bank.

Allianz A.G. will take a 5%

stake and UniCredito a 93%

stake in Bulbank. Allianz set up
an insurance subsidiary, Allianz
Bulgaria, in November 1998,
and it now ranks as the third-

largest insurer for life business
and the second-largest for non-
life business in Bulgaria.

"Through its cooperation with
Bulbank, which has around

200,000 customers, 28 branches
and 51 representatives, Allianz
A.G. plans to further expand the
life insurance and pension fund
business," said a company state-
ment. The statement noted that

insurance penetration in Bul-
garia is about 1.5%, compared
with 7.1% in Western Europe.

In April, German reinsurer
Munich Re announced that it
had acquired from Alte

Leipziger Holding A.G. a 60.1%
stake in Alte Leipziger Europa
Beteiligungsgesellschaft A.G.,
known as Al Europa, a manage-
ment holding company with
stakes in Central and Eastern

European insurers.
Among Al Europa's 14 stake-

holdings in eight countries, the
Polish insurer Hestia is its most

important subsidiary, with pre-
mium income of about 250 mil-

lion deutsche marks ($128.7 mil-
lion) in 1999, making Hestia the
third-largest Polish insurer, ac-
cording to a Munich Re state-
ment.

The Baltic companies in
which Al Europa has sharehold-
ings also have leading positions
in their markets, according to
Munich Re.

Al Europa, which Munich Re
has supported since its forma-
tion, increased its premium in-
come in 1999 by about 35%, to
more than 400 million duetsche

Standard & Poor's top 25 international reinsurer groups
Rankings based on 1999 net reinsurance premiums written. All figures in thousands of U.S. dollars.
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Net,einsurance premiums written
%

Rating 1999 1998 change

$13,566:142 $14,647,149

12,838,750 11,839,855

9,452,500

6,921,061

3,937,862

3,799,211

3,533,442

3,299,013

2,720,603

2,564,375

1,878,040

1,498,524

1,141,575

1,326,410

1,275,000

1,095,569

1,056,401

970,000

965,507

837,056

831,794

819,683

793,284

702,961

587,500

7,069,000

5,799,730

3,259,141

3,571,667

4,334,054

3,500,191

2,412,791

4,517,966

1,661,152

1,393,700

1,212,558

687,025

908,000

1,016,599

1,056,229

688,000

917,793

627,277

683,506

908,995

636,790

710,577

487,715

$78,412,262 $4,547,459

-7.4%

8.4

33.7

19.3

20.8

6.4

-18.5

-5.7

12.8

-43.2

13.1

7.5

-5.9

93.1

40.4

7.8

0.0

41.0

5.2

33.4

21.7

-9.8

24.6

-1.1

20.5

5.2%

$20,682,412

11,111,250

47,502,775

5,575,000

1,429,728

9,072,581

19,176,618

45,727,553

1,242,211

1,241,940

23,783,000

1,642,517

1,272,463

1,840,711

8,679,000

1,327,482

6,448,000

5,577,078

2,570,507

290,356

28,214,012

2,547,383

1,018,986

6,897,841

382,194

Adjusted shareholders funds
%

1999 1998 change

$21,367,442

9,427,536

40,113,169

6,020,000

1,543,234

10,475,000

10,387,224

46,553,730

1,432,558

1,305,071

23,511,000

1,610,139

1,350,834

2,113,434

7,593,000

1,479,204

6,621,000

5,612,603

1,897,628

216,358

20,773,995

2,524,669

1,259,360

8,516,181

328,961

$255,253,596 $234,033,331

-3.2%

17.9

18.4

-7.4

-7.4

-13.4

35.8

0.9

-19.1

-19.0

16.2

9.1%

84.6

-1.8

-13.3

-4.8

1.2

2.0

-5.8

-12.9

14.3

-10 3

-2.6

-0.6

35.5

34.2

Loss ratio

1999 1998

88.2%

85.0

92.1

78.2

87.0

N.A.

79.8

74.4

80.7

71.1

81.1

77.4

93.0

77.1

84.9

72.0

69.0

65.6

74.8

75.2

N.A.

94.0

98.7

74.5

73.4

71.2

69.7

84.0

N.A.

75.8% 30.7%

80.0 31.0

80.7

71.6

75.7

74.0

77.3

73.9

86.0

56.9

74.9

72.9

65.9

60.0

65.3

73.5

N.A.

54.1

92.2

78.1

65.0

24.2

35.8

25.4

N.A.

28.9

33.0

29.0

24.8

6.2

27.8

28.0

32.7

31.5

31.5

31.2

36.0

N.A.

23.4

N.A.

14.9

22.5

33.8

31.5

marks ($206.0 million).
"Central and Eastern Europe

is an area with pronounced
growth potential. We strength-
ened our traditional reinsurance

activities there a year ago with
the establishment of a service

company for the Polish market.
Through the acquisition of a
majority stake in Al Europa, our
group will now profit directly
from the development of the in-
surance industry in the whole
region," announced Hans-Juer-
gen Schinzler, chief executive
officer of Munich Re, at the time
of the acquisition.

Munich Re established a com-

pany in Warsaw, Poland, in
February 1999. Poland is ex-
pected to be among the first
wave of Central and Eastern

European countries to join the
European Union, and Munich
Re, "therefore, sees the Polish
insurance market as an area

with excellent long-term growth
potential," according to a com-
pany statement. .

The German reinsurer estab-

lished links withthe Polish

market nearly 100 years ago.
Following World War II, Mu-
nich Re resumed business in

1952 through an alliance with
Warta Insurance & Reinsurance

Co. Ltd., Poland's state-run in-
surer.

-By Carolyn Aldred

Expense ratio Pie-tax operating income
%

1999 1998 1999 1998 change

29.9%

34.0

31.3

32.2

23.7

N.A.

29.6

24.4

32.0
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7.1
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31'.7
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33.8
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13.4

28.3

27.4

29.2

80.3% 73.0% 27.9% 27.8%

$ 1,098
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N.A.
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(28,000)
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N.A.

33,007
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N.A.

9,402
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N.A.

43,422

$1,651 -33.5%

183,333 18.6

1,154,710 2.0

572,941 -75.6

129,292 -157.6

N.A. N.A.

-670,976

496,316

169,767

156,541

235,786

202,452

181,568

253,402

95,000

213,441

N.A.

N.A.

36,325

3,738

N.A.

320,473

13,027

N.A.

77,188

N.M.

-74.8

-14.2

-35.8

17.2

-24.3

-23.4

-73.6

-129.5

0.0

N.A.

N.A.

-9.1

921.0

N.A.

-97.1

422.8

N.A.

-43.7

$12,003,474 $3,825,974 213.7%

' Standard & Poor's has made every effort to capture reinsurance premium only for the companies included in the ranking. 2 Adjusted shareholders' funds includes both primary and reinsurance results.
N.R.-Not rated; N.A.-Not available; N.M.-Not meaningful.

N.A.

3.4

5.1

2.1

12.4

8.9

10.9

4.1

-2.1

16.1

N.A.

N.A.

3.5

4.1

Return on revenue

1999 1998

0.0% 0.0%

1.5 1.3

13.4 13.4

1.7 8.8

-1.8 3.5

N.A. N.A.

N.A. N.A.

0.8 29.6

8.6 1.7

N.A. N.A.

6.8 15.5

5.2% 9.4%

-1.5

11.5

6.3

3.3

11.7

12.6

12.2

28.8

8.5

16.2

N.A.

N.A.

3.7

0.6
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Risk Cube

imagine having exactly the right information you need to make the

necessary decisions involved with risk mangement analysis, loss

control and budget priorities. Now imagine having that information at

your fingertips. introducing Risk Cube, a powerful software

application that uses the latest Web-based technology to help customers

understand rheir property exposures and better manage

the engineering recommendation process. Risk Cube, another way

we're helping you make better risk management decisions.

Securing the future of your business.

I al

www. fmglobal.com 800-343-7722
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Annual B/ directory of worldwide reinsurers
Parent AXA Reassurance S A Premiums earned $2,848,826,265 $2,288,532,352 *information for Amencan Re-Insurance CE ts

Foreign 493% 463%

Subsidiaries AXA Re Asia, Hong Kong, Capital/surplus $2,146.112,289 $2,507,839,481 induded m the consolidated Munich Re Grcup listing Life 113% 117%

AXA Re Asia, Singapore, AXA Re Finance, Net income $182,327,073 $319,361,211 Non-life 887% 883%

Paris, AXA Re UK, London, A)(A Re US, New Losses $2,456,942,744 $1.561,450,14€ Founded 1911

AXA Reassurance Group York, SPS Re, Pans
Loss ratio 862% 682% Parent Swiss Re Group

35 Rue du Collsee, Employees 840
Expenses $819,144,508 $812,163,398
Expense ratio 288% 355%

Subsidiaries Bavanan Re Ireland,
Pans, 75008 France, Locations' 3 domestic, 5 foreign Combined ratio 115% 1037% Bayerisch Ruck Norge
33-1-56-43-3334, fax 33-1-56-43-3086 Specialties asset based reinsurance, credit Treaty 722% 66% Bavarian Re* Employees. 458
www axa com enhancement, crisis communication coverage, Facultative 278% 34% Locations· 1 domestic,

1999 199E mortgage guarantee, niche products, program Domestic 837% 81% Sederanger 4-6, Ofticers Stefan Lippe, CEO
Premiums written $1,208,855,516 $1,225,872,50( business, weather denvatives Foreign 16 3% 19% Munich, 80538 Germany, *Informaton for Bavanan Re is included in the
Premiums earned $997,953,363 $1,152,045,800 Non-life 100% 100% 49-891-3844-0, fax 49-891-3844-2273

Officers· Jean-Mane ,Vessi, CEO, Jean- consolidated Swiss Re Group listing
Capital/surplus $6,106,108,096 $5,858,179,620 'Results provided on a statutory basis www bayenscherueck com
Net income $106,388,436 $147,162,520 Pierre Benoit, chief undetwrit,ng officer, Enc Founded· 1917 1999 1998 Berkshire Hathaway
Losses $940,670,401 $980,588,268 Palm, executive vp-London and Pans runoff Parent Munich Reinsurance Co Premiums written $1,283,429,957 $1,391 189,155
Loss ratio 943% 851% Contact Robert Lippincott, executive vp4he Employees 1,586

Reinsurance Group
Premiums earned $1,274,726,003 $1,410 577,725

Expenses $238,810,605 $318,079,620 Americas Locations 14 domestic, 14 foreign Capital/surplus $936,359,084 $1,456 799,:11 100 First Stamford Place,
Expense ratio 24% 276%

Specialties. customized, integrated treaty, Net income $27,711,516 5514,182,816 Stamford, Conn 06902,
Combined ratio 118 3% 1127% American Re-Insurance Co.*
Treaty 91% faculative and finite nsk reinsurance programs Losses $1.046.973,912 $1,090,165,551

89%
203-363-5200, fax 203-363-5221

555 College Road E , Loss ratio 821% 773%
Facultative 9% 11% Officers: Edward Joseph Noonan, chairman/ www berkshirehathaway com
Domestic 1% 25% Princeton, N J 08543, presidenVCEO, Robert Kyle Burgess, executive Expenses $376,867,126 5445,275,:34

1999 1998
Expense ratio 296% 31 3%

Foreign 99% 975% 609-2434200, fax 609-2434257 vp/general counsel/secretary, George Thomas Premiums wntten $2,410,000,000 $986,000,000
Combined ratio 1117%

Life
108 3%

6% 9: www amre com O'Shaughnessy Jr , executive vp/CCO Treaty 904% 903%
Premiums earned $2,382,000,000 $939,000,000

Non-life 94% 91% 1999* 1998* Contact Tom Walker, senior vp. 609-243- Facultative 96% 94%
Capital/surplus $39,800,000,000 $39,600,000,000

Founded 1975 Premiums written $2,821,260,576 $2,276,152,791 4697 Losses $2.573.000,000 $765,000,000
Domestic 507% 537%

Loss ratio 108% 81 5%

Expenses $65.000,000 $195,000,000
Expense ratio 27% 208%
Combined ratio 110 7% 1023%

Treaty 97% 97%

Facultative 3% 3%

Domestic 75% 75%

Foreign 25% 25%

Non-life 100% 100%

*Capital and surplus are reported on astatutoly basis
and represents the consolidated Berkshire Hathaway
Insurance Group, excluding General Reinsurance Group

TRADITIONAL REINSURANCE ONLY GOES and its amliates, all other figures are GAAP
Founded' 1969

.

Parent Berkshire Hathaway Inc

SO Subsidiaries Columbia Insurance Co,
National Fire & Marine Insurance Co , National"·At» .f .
Indemnity Co

4
FAR. Employees' 15

.

F l Locations. 1 domestic, 1 foreign

554*.Ke Specialties avmhon/manne, finite nsk,
property catastrophe, property facultative, run-
off coverages.

Ofticers Alit Jain, president, Scott R Doerr,
senior vp, Bnan Snover, vp

I
.. Contact Scott R Doerr, 203-363-5207

% f

E

' 8 - 7 , .4.- 1'
=«4

«
-

4-

. CCR
$

.¥, j -- -41-,1.3. 31 Rue de Courcelles,

t Paris, 75008 France,

33-1-44*3100, fax 33-1-44-35-3131
4*,AL ' 1999 1998

Premiums written $842.202,306 $646,214,020
Premiums earned $814,187,154 $749,337,760

a . Capital/surplus $633,030,827 $683,728,580
Net income $25,168,396 $48,741,080

P Losses $723,256,347 $604,175,340
Loss ratio 888% 81%

Expenses $189,127,884 $182,596,740
Expense ratio 232% 244%
Combined ratio 112% 1054%

Treaty 93% 94%
Facultative 7% 6%

Domestic 72% 74%

Foreign 28% 26%
Life 26% 26%

Non-life 74% 74%

Founded: 1946

tt isn't Just the fear of large scale property losses or costly liabilities from serious accidents that Employees· 184

keeps brokers and cedents on edge these days Now it's also volatile securities markets, unusual climatic Locations 1 domestic, 1 foreign
Omcers Thierry Masquelier, chairman/CEO,

conditions and the far-reaching effects of technology sabotage that pose problems And though traditional Rene Vandamme and Jean-Paul Lasserre,
executive vps

reinsurance is more necessary than ever, it simply can't cope with all the new risks that business and Contact· Isabelle Delval

Continued on page 38
industry are facing every day

Exchange rates
At St Paul Re, we have the expertise, resources, energy and ingenuity to provide customized reinsurance

and conversions
solutions that bridge the gap Today we're helping our clients by designing structures that effectively

All figures appearing in the directory are
manage the unforeseen For instance, enabling an insurer to maintain consistency and financial stability listed in US dollars The average ex-

change rates used in this report for con-by utilizing a broadly triggered multi-year balance sheet protection cover Or protecting a utility
verting various currency to dollars, and for

company's revenue stream from an unusually cool summer or warm winter. Or facilitating a merger or specified fiscal-year ends, are Australian
dollar=$0625 (6/30/99), $0680 (6/30/98),

acquisition by cz-pping uncertain prior liabilities. Brmsh pound=$1 618 (12/31/98), $1 658
(12/31/98), Canadian dollar=$0 675
(12/31/99), $0 672 (12/31/98), Danish

Expertise Flexibility Creativity All backed by a $6 billion surplus and financial ratings among the krone=$0142 (12/31/99), $0 149
(12/31/98), euro=$1067 (12/31/99),highest in the industry To find out more about St Paul Re visit our website at www. stpaulre.com. $1 180 (12/31/98), German mark=$0 542
(12/31/99), $0 570 (12/31/99), Italian
lira=$0 0006 (12/31/99), $0 0006
(12/31/98), South Korean won=$0 00086
(3/31/00), $0 00081 (3/31/99), Japanese

Sthul Re yen=$0009 (3/31/00).$0 008 (3/31/99),
Swedish krona=$0 121 (12/31/99), $0 126
(12/31/98), Swiss franc=$0 662
(12/31/99), $0 690 (12/31/98)
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Directory terms explained
The 12th annual directory of

international reinsurance com-

panies lists companies with 1999
worldwide net reinsurance pre-
miums that,exceed $100 milhon
in U.S. dollars. The listings are
published free of charge as an
editorial service.

All figures are reported in U.S.
dollars using average exchange
rates for each company's balance
sheet fiscal year; a list of the
rates used for this issue appears
on page 36. Fiscal years that dif-
fer from calendar years also are
noted.

Each listing begins with the
company's home office address,
telephone and fax numbers and
World Wide Web site address.

Financial information is prorid-
ed for 1999 and 1998 and is

based on the company's world-
wide consolidated (unless other-
wise noted, reinsurance opera-
lions.

Net premiums written, net
premiums earned, total capital
and surplus. net income, loss and
loss adjustment expenses and
underwriting expenses are given.
In addition, loss ratios, expense
ratios and combined ratios for
1999 and 1998 are listed. The loss

ratio is loss and loss adjustment
expenses divided by premiums
earned. The expense ratio is un-
derwriting expenses divided by
premiums earned, except where
noted. Combined ratio is the sum

of the loss and expense ratios.
The percentage of business

written on a treaty basis is pro-
vided, along with the percentage
written on a facultative basis. In

addition, business is broken out
by percentage written in domes-
tic vs. foreign markets and per-
centage written for life vs. non-
life lines.

The year founded, parent com-
pany and major reinsurance sub-
sidiaries are listed after the fi-

nancial information. If a compa-
ny did not include results from
subsidiaries in its financial infor-

mation, a note to that effect fol-
lows the list of subsidiaries. The

number of employees (in full-
time equivalent for year-end
1999) and the number of domes-
tic and foreign locations are also
included, The term domestic

refers to the country in which the
company is based. A list of the
risks in which a company spe-
cializes is provided under spe-
cialties. Names and titles of prin-
cipal officers, as well as a contact
person complete each listing.

Although BI makes every ef-
fort to publish complete and
accurate information, we are not
able to verify all information
provided.

To obtain a questionnaire for
the 2001 directory, please con-
tact Assistant Directory Editor
Michel Schwartz at 312-649-

5313; mschwartz@crain.com

Continued from page 36

CNA Re

200 S. Wacker Drive,

Chicago, Ill. 60606;
212-876-5055; fax: 312-876-5429
vmw.cnare.com

1999 1998

Premiums wmten $1,274,800,000 $908,000,000
Premiums earned $1,176,000.000 $944,500,000

Net irccme $8,500,000 $95,700,000

Losses $998,100,000 $707,400,000

loss ratio 84.9% 74.9%

Expenses $370,900,000 $298,500,000

Expense ratio 31.5% 31.6%

Combined ratio 116.4% 106.5%

Treat m% 95%

Facullative 9% 5%

Domestic 55% 63%

Foreijn 45% 37%

Non-ife 100% 100%

Founded: 1954

Parent: CNA Financial Corp.
Subsidiaries: CNA Reinsurance Co. Ltd.,

London.

Employees: 363
Locations: 7 domestic, 6 foreign.
ONicers: William J Adamson, CEO; Henry

Atzenweiler, Rory Cline, Debra McClenahan,
Marcia Munn and Stephen Riley, executive vps.

Clntact Richard Mueller, senior vA'senior
financial officer 312-87&5228; richard.mieller@
cna.com.

Centre Solutions (Bermuda)
Ltd. & Subsidiaries

The Zurich Centre, 90 Pitts Bay Roac,
Dembroke, HM 08 Bermuda;
441-295-8501; fax: 441-292-0951
m,w.centresolutionscom

1999 1998

Premiums written $374,483,000 $338,£66,000
Premiums earned $301,342,000 $272,216,000

CaplaWsurplus $1,063,305,000 $1,196,&42.000
Net income $181,872,000 $177,337,000

Losses $321,827,000 $328,656,000
Loss ratio 106.8% 1207%

Expenses $131,187,000 $76,420,000

Expense ratio 43.5% 28.1

Corr bined ratio 150.3% 148.8%

Ufe 2% 2%

Non·lite 98% 98%

Founded: 1988.

Parent: Zurich Financial Services Group.
Subsidiaries: Centre Insurance Co., U.S.;

Centre Insurance International Co. Ireland;
Centre Life Insurance Co. U.S.; Centre
Reinsurance International Co., Ireland; Centre
Reinsurance Ltd. (Bennuca), Centre Solutions
(Asia) Ltd., Hong Kong; Centre Solutions ( J.S.)
Ltd., Bermuda; ZC Specialy Insurance Co. U.S.

Employees: 288
Locations: 2 domestic, 5 foreign.
Specialties: collateralized debt obligations,

health/life, project firance, property/casualty
insurance and reinsurance, real estate, residual
value insurance, structured asset finance.

Officers: David Wasserman, CEO: Tom

Dickson, chief underwnting officer; Frank
Pierson, chief technical oficer.

Contact David Wasserman; 212-898-5300.

Chubb Re

4 Essex Ave., Suite 300,
Bemardsville, N.J. 07924;
908-630-2700; fax 908-630-2701

1999 1998

Capital/surplus $2,972,312,219 $2,788,218,452

Treaty 100% NA

Domestic 45% NA

Foreign 55% NA

Non-life 100% NA

'Capital and surplus figures are those of Feder21
insurance Co.

Founded: 1998.

Parem: Chubb Corp.

Employees: 22.
Locations: 1 domestic.

Officers: John Berger, president; Wayne
Paglieri, Brian Hegarty, managing directors.

Contact: Brian Hegatty, 908-630-2785;
brian.hegarty@chubbre.com.

Chubb Re is a management company fonned in
August 1988 wtiting in behalf of F·ederat Insurance Co.

Cologne Re Group
Theodor-Heuss-Ring 11,
Cologne, 50668 Germany;
49-221-9738-0; fax: 29-221-9738494

www.gcre.com
1999 1998

Premiums written $3,737,7C1,000 $3,457,400,000
Premiums earned $3,642,738,000 $3,464,430,000

Capital/surplus $1,416,916,000 $1,322,780,000
Net income $21.340,000 $36,530,000

Losses $3,078,295:000 $3,017,260,000

Loss mtio 84.5% 87.1%
Expenses $1,022,186,000 $1,034,860,00)

Expense ratio 28.1% 29.9%

Combined ratio 112.6% 117%

Treaty 97% 95%

Facultative 3% 5%

Domestic 23% 29%
Foreign 77% 71%

Life 49% 43%

Non-life 51% 57%

Founded: 1846.

Parent Berkshire Hathaway Inc.
Subsidiaries: Cologne Holding Co. of Amenca

Inc,Stamford. Conn.; Cologne Reinsurance Co.
of America, Stamford, Conn.; Cologne
Reinsurance Co. Ltd. Dublin, Ireland; The
Cologne Reinsurance Co. Ltd., London; Europa
Re International Ltd., Dublin, Ireland; Europa
Ruckversicherung AG., Cologne, Germany;
General & Cologne Ufe Re Australasia Ltd;
Sydney, Australia; General & Cologne Re Africa
Ltd., Kapstatdt Africa; General & Cologne Re of
America, Stamford, Conn. General & Cologne
Life Re (Bart)ados) Ltd., Bridgetown, Barbados;
General & Cologne Re (Bermuda) Ltd.,
Hamilton, Bemnuda; General & Cologne Ufe Re
U.K Ltd., London; Gothear Ruckversichening
AG., Cologne. Germany; Idealife Insurance Co.
of Wilmington, Wilmington, Conn.; Kolnische
Ruck Wien A.G., Vienna, Ausma

Employees: 1,280.
Locations: 3 domestic, 39 foreign.
Officers: Peter Lutke-Bornefeld, chairman;

Hans-Peter Gerhar(it and Richard H. Hinchcliff
Jr., executive directors.

Copenhagen
Reinsurance Co. Ltd.

7 Midtern-elen,
Copenhagen, DK-2100 Denmark;
45-35-474545; fax: 45-35-47-7272
www.copre.com

Premiums writtel

Premiums Famed

Capitalsurplus
Net income

Losses

Loss ratio

Expenses

Expense ratio
Comb,ned mtio

Treaty
Facultative

Domestic

Foreign
Life

Non-life

t. SB

1999

$294,142,066

$283,621,996
$228,504,554
[$28,602,492]

$282,327,950
99.5%

$100,515,268
35.4%

134.9%

72%

28%

8%

92%

'2%

98%

Contin

1998

$265,008,420

$259,602,700

$239,981,337

$3,902,608

$228,104,100
87.9%

$92,812,994
35.8%

123.7%

71%

29%

9.1%
90.9%

3%

97%

ued on page 40
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Political risk.

Unpredictability.

Financial turmoil.

Nationalization.

Currency crisis.

Revolution.

Stabilize.

With Zurich U.S.

e
ZURICH

Expropriation Political Violence
Currency Inconvertibility

www. zurichus.com · 1-888-216-9390

©2000 Zurich American Insurance Company.
Coverages underwriuen by member companies of Zurich U.S.

including Zurich American insurance Company.
Cemin coverages may be written on a nonadmitted basis.
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Continued from page 38

Founded: 1915.

Parent ALM Brand NS.

Subsidiaries: The Copenhagen Reinsurance
Co. Ltd. U.K Branch, London.

Employees: 164.
Locations: 1 domestic, 8 foreign.
Specialties: engineering, financial instuutions/

banks.

Officers: Jan Hornsberg, CEO; Henrik
Haugaard-Jensen, general manager; Robert
Johnston, managing director.

Contact: Carsten Sonnichsen, area mana-

ger; carsten.sonnichsen@copre.com.

E+S Reinusrance

(ireland) Ltd.
2 Custom House Plaza IFSC,
Dublin 1, Ireland;

353-1-612-5700; fax: 353-1-829-1400
1999 1998

Premiums written $149,288,238 $182,052,760
, Premiums earned $147,524,487 $178,318,060

Capital/surplus $182,367,372 $217,576,660
Net income $16,854,332 $16,658,060

1 Losses $151,827,698 $242,276,720
1 Loss ratio 102.9% 135.9%

Expenses $9,069,500 [$45,396,960]
Expense ratio 6.1% [25.5%1
Combined ratio 109% 110.4%

Treaty 100% 100%

Foreign 100% 100%

Non-life 100% 100%

Founded: 1992.

Parent: E+S Ruckversicherungs-AG.
Employees: 11.
Locations: 1 domestic,
Specialties: financial reinsurance.
Oflicers: Reinhard mers, managing director.

E+S Rueck

Karl-Wiechert-Allee 50,
Hannover, 30625 Germany;
49-511-5604-0; fax: 49-511-5604-1188
www.es-meek.de

1999* 1998*

Premiums wmten $772,131,349 $878,565,460
Premiums earned $775,741,010 $872,482,560

Capital/surplus $476,681,183 $492,591,000

New York T

F

 Net income $10,456,60] NA 7 Ltd ERC Frankona Ruckversicherungs-Aktien-
Losses $610,737,996 $616,85€,800 Gesellschaft; ERC Life Reinsruance Corp.;
Loss ratio 78.7% 70.7% Eagle Star Reinsurance Co. Ltd.; Employers
Ex;enses $211829,376 $263,529,400 Reinsurance Corp.; Idsh European
Exr,ense ratio 27.2% 30.2% Reinsurance Co. Ltd.; GE Reinsurance Corp.;
Combined mtio 10FO 100.9%

4 Industrial R.st. Insurers; Luxembourg
Treaty 9791 98%

Facultative 3% 2/0 ; Eutcpean gainsurance S.A, Kemper
Domestic 70% 70% Re nsurance London Ltd.; Kemper

Fo-eign 3036 30% Rensurance »muda) Ltd.; Westport
LifB 15% 18% Insurance Corp:
Ncn-life 85% 82% Employees: 4,094.

*German OAAP accoun:ing .ocations: 19 domestic, 26 foreign
Founded 1923. Ollicers: Roialj R. Pressman, CEO; Marc A.
Parent: Hannover Re. Mei-hes, 90: Jchn M. Connelly, senior
Subsidieries: E+S Reinsurance (Ireland), vp/global chief legal officer.

Dublin, reland: Hannover Life Re of Contact: Dean Davison, public relations and
Adstralasia Ltd, Sydn:y, Australia. f ccmmunicatiors: dean.davison@ercgroup.

Employ€es: 207. ccm.

Locatiots: 1 domestic, 2 foreign.
Specialles: aviat on/marin:, commercial Everest Re

liability business, credjt, financial reinsu-ance.
life/health motor business, special product
Fartnershi )s in life/health, sur*/fidelity

Officers Wilhelm Zeller, chairman: Udo '
Schubach deputy chairman. ,

Information for Ed R:eck and its sub-
sidiaries is fncluded in tha consolidated Han-

nover Re Group listirg.

Emplcyers Reinsurance
Group
5200 Vietcalf, P.O. Box 2991,
Over!and Park, Kari. 6620-;
913-676-5200; fax: 913-676-5380
www.ercgroup.com

199g 199E

Premiums mitten $7,147,00(,000 $5,984,000,OCO
Premiums ea-ned $6,896,00[,000 $5,635 000.000

Capital/suols $5,575,00[000 $6,020000,000
Net income, $720,000,000 $779000,000
Losses $5,385,OCO,000 $4,103.000,000
Loss ratic 73.1% 69.7'n

Expenses $2,357,000,000 $1,801,000,00'Z
Expense rztio 34.2% 32.2%

Combined ratio 112.3% 1019%

Domestic 58.6% 55.E:

Foreign 41.4% 44.19

Life 23.73'0 27.14.

Non-life 16.3% 72.94.

Founded: 1914.

Parert: General Electric Co.

Subsidiaries: C)re Insurance GrOJA ER J
Frankora Reassu,ance Ltc..; ERC Frankora.
Reinsurance NS; ERC Frarkona Reinsurance

212-210-0134 • Chicago
212-210-0704

11

do ABG Finan¢'al & Management
Services In: Parker House,
Wildey Business, Wildey Road,
St. Michael, Barbados;
908-604-3000; fax: 908-604-3412
www.everestregroup.com

1999 1998

Premiums written $1,095,569,000 $1,016,599,900

Premiums eaned $1,071,451,000 $1,068,010,000

Capital/surplus $1,327,482,000 $1,479,204,000
,e income $158,061,000 $165,197,000
Losses $771,570,000 $778,404,000

Loss ratio 72% 72.9%

Enenses $337,018,000 $324,120,000
r Exiense ratio 31.5% 30.3%

Combined rat o 103.5% 103.2%

-rmty 94.3% 932%

Fazultative 5.7% 6.8%

Domestic 73% 70%

:creign 27% 30%

Non-life 100% 100%

Founded: 1973.

Parent: Evaes. Reinsurance Holdings Inc.
Subsidiaries: Everest Indemnity Insurance

Co., Liberty Corner, N.J.; Everest National
Insurance Co. Liberty Corner, N. J.; Everest
Insurance Co. of Canada, Toronto.

Employees: 384.
Locations: 6 domestic, 7 foreign.
Ofticers: Joseoh V. Taranto, chairman/CEO;

Thomas J. Gallagher, presidenUCOO; Stephen
L Limauro, senior vp/CFO.

Contact: Janet J. Burak, senior vp/general
counsel/sec-erary-Everest Reinsurance Co.;
908-604-3170.

T 312-649· 5276 • Los Angeles
F 312-649·7937

T 323-370-2456

F 323-655-8157

Folksamerica
Reinsurance Co.

1 Liberty Plaza, 19th Floor,
New York, N.Y. 10006;
212-312-2500; fax: 212-385-2279
www.folksamerica.com

1999 1998

Premiums written $214,552,000 $212,559,0001
Premiums earned $210,991,000 $238,075,000

Capital/Sun}IUS $338,472,000 $328,501,000
Net income $48,604,000 $33,875,000
Losses $166,050,000 $170,226,OOC
Loss ratio 78.7% 71.5%

Expenses $72,775,000 $77,525,00[
Expense ratio 34.5% 32.6%

Combined ratio 113.2% 104.1%

Treaty 96% 98°/

Facultative 4% 2°r,

Domestic 85% 91%

Foreign 15% 9%

Non-life 100% 100%

*Figures reponed on a statutoly basis.
Founded: 1979.

Parent White Mountains Insurance Group Ltd.
Employees: 117.
Locations: 3 domestic, 1 foreign.
Specialties: property/casualty.
Officers: Steven E. Fass, pres.dent/CEO;

Michael E. Tyburski, executive vp/CFO; Robert
F. McGoldrick, executive vp-underwriting.

Contact: Michael E. Tyburski; 212-312-
2503.

GeneraICologne Re
695 E Main St., Financial Centre,
Stamford, Conn. 06904-6423;
203-328-5601; fax: 203-328-5061
www.gcre.com

1999 1998

Premiums written $7,043,000,000 $6,083,000,]00
Premiums earned $6,905,000,000 $6,095,000300

CapitaVsurplus $7,710,000,000 $8,591,000300
Net income ' $323,000,000 $2,317,000,]00
Losses $6,On,000,000 $4,607,000000
Loss ratio 87.2% 756%

Expenses $2,068,000,000 $1,896,000000

Expense ratio 29.9% 31.1%

Combined ratio 117.1% 106.7%

Domestic 53% 54%

Foreign 47% 46%

Life 25% 21%

Non-life 75% 79%

Founded: 1921.

Parent: Berkshire Hathaway Inc.
Subsidiaries: Cologne Reinsurance Co.;

General & Cologne Reinsurance Australasia
Ltd.; General & Cologne Re Companiea de
Reaseguros S.A.; General Re Europe Ltd.,
General Reinsurance Corp.; General Star
Indemnity; General Star National, National
Reinsurance Corp.; Genesis Insurance,
Genesis Indemnity Insurance; National
Reinsurance Corp.

Employees: 3,521.
Locations: 32 domestic, 39 foreign.
Officers: Ronald E. Ferguson, chairman/

presidenVCEO; Joseph P. Brandon, Peter
Lurke-BornefeId, Hans-Peter Gerhardt, Tom
N. Kellogg, Franklin Montross IV, executive
vps.

Assicurazioni

Generali S.p.A.
Piazza Duca Degli, Abruzzi 2,
Trieste, 34132 Italy;
39-040-67-1111,fax: 39-040-67-1600
www.generali.com

1999

Premiums written $4,073,047,800
Premiums earned $4,128,081,000

Capital/surplus $8,307,196,200
Net income $950,815,800
Losses $2,759,689,800

Loss ratio 66,9%

Expenses $1,158,217.800

Expense ratio 28.1%

Combined ratio 95%

Treaty 96.6%

Facultative 3.4%

Domestic 16.1%

Foreign 83.9%

Life 49.2%

Non-ijfe 50.8%

Founded: 1831.

Contact: Alessandro Moro.

Contin

1998

$4,298,515,200

$4,309,575,600
$7,873,039,800

$1,038,969,000

$2,650,550,400
61.5%

$1,148,092,200
26.6%

88.1%

98.6%

1.4%

17.4%

82.6%
54.3%

45.7%

ued on page 42
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Continued from page 40 Insurance Co, Toronto, Ge,ling Global Life Ltd , Johannesburg, South Africa, Hannover Parent: The Hartford Financial Services

Gerling Global Reinsurance International Co Ltd, Bndgetown, Reinsurance Afnca Ltd , Johannesburg, South Group Inc
Barbados, Gerling Global Reinsurance Co of Africa, Hannover Life Reassurance Co of Employees: 200

Reinsurance Group Australia PW Ltd, Sydney, Australm, Gerling Amenca, Orlando, Fla, Hannover Reinsurance Locations. 5 domestic, 7 foreign
D-50670 Cologne, Gereonshof, Global Lde Reinsurance Co of Australia Pty Ltd, HDI Reinsurance (Ireland) Ltd, Dublin, Ireland, Hannover Life Specialties' alternative risk transfers, non-
Cologne, Germany, Sydney, Australia, Gerling Global Financial Reassurance (Ireland) Ltd, Dublin, Ireland, standard auto, professional liability
49-221-144-1,fax 49-221-7444665 Products Inc, New York, Gerling Global Life (Ireland) Ltd. Hannover Life Reassurance (UK) Ltd, Virginia Officers. David Robb, chairman, Dennis
www gerling de Reassurance Co (U K) Ltd, London, Getling 2 Custom House Plaza IFSC, Water, United Kingdom, Insurance Corp of Zettervall, CEO, John Sullivan, president/COO-

1999 1998 Globale Ruckversicherung AG, Zug, Gerling Dublin 1, Ireland, Hannover, Chicago, Insurance Internat onal North Amenca
Premiums wntten $4,160,684,138 $3,112,E58,350 Global Reinsurance Co'p of Amenca, New York, 353-1-612-5700, fax 353-1-829-1400 Corp of Hannover, London Contact: Dennis Zettervall, Sue Honeyman,
Premiums earned $3.955.836.322 $3.096.563.190 Gerling Global Reinsurance Co, Toronto, Gerling 1999 1998 Employees: 489 860-5474976

Capital/surplus $1.503.330.224 $1,469,(04,570 Global Internatlonal Reinsurance Co Ltd, Premiums wrtten $214,602,509 $177,099,120 Locations: 1 domestic, 19 foreign
Net income $15.090.364 $130.220,490 Bndgetown, Barbados Rex Re Insurance Ltd, Premiums earned $214,808,440 $173.496,580 Specialties propedy super cat XL layers,
Losses $3,442,631,156 $2,601,573,620 Hamilton, Bermuda, Gerling Global Reirsurance Capitavsurplus $194.307,102 $217.576,660 professional liability, surety/fidelity, aviation,/
Loss ratio 87% 84%

Co of South Africa Ud, Johannesburg, South Net Income $26,236,463 $29,779,660 manne, credit business, life/health businessExpenses $1,004,068,550 $733,526,160 Losses $172,038,812 $133,161,820
Expense ratio 254% 237% Afnca, Gerling Secunty Ruckvers,cherungs- financial reinsurance, alternative risk financing/

e
Loss ratio 801% 768%

Combined ratio 112 4% 07 7% Gesellschaft SA, Luxembourg
Expenses $39,484,335 $42,738,420 secuntization, program business IPCRe Ltd.

Domestic 283% 396% Employees 1,011 Expense ratio 18 4% 246% Ofticers. Wilhelm Zeller, chairman, Andreas-
Foreign 777% 604% Locations. 1 domestic, 31 foreign Combined rate 985% 1014% Peter Hecker, deputy chairman American International Building, 29
Ufe 19 5% 23% Officers: Noubert Strohschen, chairman, Treaty 100% 100% Contact. Dents Burk, vp-U S Representative Richmond Road,
Non-life 805% 77% Klaus Bultmann, Uwe Eymer, Gerhard Foreign 100% 100% Office, 847-310-3852 Pembroke, HM 08 Bermuda,

Founded: 1954
Niebuhr, executive board members Non-life 100% 100% The results of the subsidianes are not Indded in the 441-298-5100, fax 441-292-8085

Parent: Gerling-Konzem Vers,cherungs- Contact· Charles D Troiano, president- Founded: 1992 above mentioned Hannover Re figures, but they are www Ipcre bm
Bete,ligungs A G Gerling Global Reinsurance Corp of America, Parent: HDI Haftpflichtverband der conso//dated /1 the Hannover Re Groupgures 1999 1998

Subsidiaries· Gerling-Konzern Globale Ruck- 212-754-7500 Deutschen ndustne VaG Premiums wntten $93,346,000 $111,265,000
versicherungs-A G, Cologne, Gerling Global Employees· 11 Hannover Re Group Premiums earned $94,967,000 $120,125,000
General and Reinsurance Co Ltd, London, Locations: 1 domestic, Karl-Wiechert-Allee 50, Capital/surplus $506,221,000 $566,708,000

Ge,ling Global Sweden Reinsurance Co Ltd, Specialties. financial reinsirance Net income $3,892,000 $68,530,000Hannover, 30625 Germany,
Stockholm, Sweden, Gerling Global Life Rein- Losses $129,362,000 $61,459,000

Terms used m this directory are defined on Officers: Reinhard Elers, managing director 49-511-5604-0, fax 49-511-5604-1188
Loss ratio 136 2% 51 2%surance Co, Los Angeles, Constitubon Rein- page 38 The directozy begins on page 36 Information for HDI Reinsurance (Ireland) www hannover-re com

surance Corp, New York, Gerling Global Life
Expenses $21,940,000 $26,824,000

Ltd Is included In Hannover Re Group listing 1999' 1998 Expense ratio 231% 22 3%

Premiums written $4,433,138,523 $4,270,574,580 Combined ratio 159 3% 735%
Hannover Re Premiums earned $4,460,004,516 $4,187,460,100 Treaty 100% 100%

Capital/surplus $1,318,523,910 $1,324,385,980 Foreign
* Karl-Wieched-Allee 50, 100% 100%

06tdoorsman-Territory : Hannover,30625 Germany,
Net income $215,063,243 $202.308,640 Non-life 100% 100%

49-511-5604-0, fax 49-511-5604-1188
Losses $3,171,773,803 $3,098,93:.700 Founded. 1993
Loss ratio 711% 74% Parent IPC Holdings Ltdwww hanover-re com Expenses $1,189,919,467 $1,213,784,580

Subsidiaries: IPCRe Europe Ltd, Dublin,
Your outdoor specialty program rource. 1999* 1998* Expense ratio 267% 29%

Premiums wniten $2,349,904,249 $2,240,093,120 Combined rabo 978% 103%
Ireland

• Huhting Preservel, Sporting,Clays, Trap & Skeetb Hunting Leas, Liabilit¥ Premiums earned $2,365,035,376 $2,189,890,020 Treaty 95% 95% Employees: 18

b , • Indoor & Outdpor Rifle, Pistol & Archery Ranges Capital/surplus - $1,283,559,387 $1,298,997,100 Facultative 5% 5% Locations' 1 domestic, 1 foreign
Net income $53,670,10[ $56,411,080 Domestic 20% 31% Specialties. property catastrophe reinsurance,

i • 0'utdeor Equipment Manufacttlrers • Outfitters. Guides 4 Lodgeown r,. Losses $1,752,419,460 $1,434,170,820 Foreign 80% 69% excess of loss basis
•1 • Forestry Consultants p .4: -· . i .O 1, b, Loss ratio 741% 655% Life 33% 31% Officers James P Bryce, pres,denUCEO,

I , . ./ 't r 4,1 Expenses $656,250,881 $681,780,400 Non-life 67% 69%
Peter Cozens, vp-underwnting (international),

4 . . Vt.. *1)
If, Expense ratio 277% 311% *figures using US GAAPaccounting

Stephen Fallon, vp-underwnting (North Amer-
Combined ratio 101 8% 966% Parent HDI Haftpflichtverband der
TmaN 95% 95% Deutschen Industrie VaG Ica)

41 0 - 214'*' 3 011 2. Facultative 5% 5% Subsidianes Clarendon Insurance Group Inc,
Domestic 18°/ 21"C- " Wilmington, Del, E+S Ruckversicherungs-
Foreign 82% 79%

" A G, Hannover, Germany, Hannover Life Re of
.. Life 28% 27%

./

Non-life 12% 73% Australasia Ltd, Sydney, Australia, Hannover

*Agums us/ng Gemian GAAP accoun#ng * 7Muding Re Sweden Insurance Co Ltd, Stockholm,-=
5/jam cap/m/SLbscnphon mcewable andst*usdetenture Sweden, Hannover Life Reinsurance A4

nca Korean Re
Founded: 1966 Ltd, Johannesburg, South Africa, Hannover 80 Susong-Dong, Chongno-Gu,
Parent HDI Haftpflichtverband der Reinsurance Afnca Ltd, Johannesburg, South

- Seoul, South Korea,
Deutschen Industne VaG Africa, Hannover Life Reinsurance of America, 82-2-3702-6000, fax 82-2-3702-6401

Subsidianes. Clarendon Insu-ance Group Inc , Orlando, Fla, E+S Reinsurance (Irelard) Ltd, www koreanre co kr
, · Wilmington Del E+S Ruckvers,cherungs- Dublin, Ireland, Hannover Life Reassurance

4:-1 1999 1998

,»** AG, Hannover, Germany, Hannover Life Re of (Ireland) Ltd, Dublin, Ireland, Hannover Life Premiums wntten $797,253,540 $623431,890
'- L Australasia Ud , Sydney, Australia, Hannover Reassurance (UK) Ltd, Virginia Water, United Premiums earned $781,414,060 $642,185010

Re Sweden Insurance Co Ltd, Stockholm, KIngdom, Insurance Corp of Hanncver, Capitasurplus $276,549,340 $215,031,510800-849-9288 • outdoorins@aol.com - 4=cy.
Sweden, Hannover Life Reinsurance Africa Chicago, Insurance International Corp of Net income $25,653,800 $2,985,660

Hannover, London Losses $587,877,080 $472 122,270

Employees 1,518 Loss ratio 752% 735%

Locations 1 domestic, 19 foreign Expenses $186,175,380 $169,862,670

Specialties properly super cat XL layers
Expense ratio 238% 265%

Combined ratio 99% 100%
professional liability, sur*/fidel®, aviation/ Domestic 951% 943%

marine, credit business, life/health business Foreign 49% 57%

financial reinsurance, alternative risk financing/ Life 15 1% 17%

secuntization, program business Non-life 849% 83%

Officers. Wilhelm Zeller, chairman, Andreas- Fiscal years ending 3/31/00 and 3/31/99

Peter Hecker, deputy chairman Founded. 1963

Contad Denis Burk, vp-U S Representative Employees 197r .11 Office, 847-310-3852<5arvi Locations: 1 domestic, 1 foreign
Specialties· life reinsurance

Hannover Reinsurance Officers' Jong-won Park, chairman/pres-

(Ireland) Ltd. ident Sung-Mo Yang, vice chairman/executive

2 Custom House Plaza IFSC,
vp, Kyung-Duk Min, Chang-Jin Kim, managing

Dublin, 1 Ireland,
directors

Contact: J G Won, chief representative-

Reinsurance Intermediary 353-1-612-5700, fax 353-1-829-1400
Korean Re New York Office, 212-233-3252,

1999 1998

Premiums wntten $352,117,469 $250,503 380
newyork@koreanre co kr

Premiums earned $346,102,790 $236 227 740
t

Capital/surplus $193,957,126 $217 576 660
Net income $42,702,407 $30572620
Losses $227,105,615 $193 655 700
Loss ratio 656% 82%

Expenses $139,676,702 $65 300,020

Expense ratio 404% 276% LaSalle Re Holdings Ltd.

INDEPENDENCE
Combined ratio 106% 1096% 25 Church St,
Treaty 100% 100% Hamilton, HM 12 Bermuda,
Foreign 100% 100%

441-292-3339, fax 441-292-2656
Non-life 100% 100%

www lasallere com

INTEGRITY
Founded: 1992

1999Parent· Hannover Ruckvers,cherungs-A G 1998

Specialties. financial reinsurance Premiums wntten $110,800,000 $147,500,000

Premiums earned $126,600,000 $154,600,000
Officers: Reinhard Elers, managing director

SERVICE
Capital/surplus ' $446,900,000 $506,000,000

HartRe Co. L.L.C.
Net income [$5,700,0001 $65,200.000
Losses $131,100,000 $95,500,000

55 Farmington Ave, Suite 800, Loss ratio 103 6% 61 8%

Hartford, Conn 06105, Expenses " $22,200,000 $22,700.000

860-520-2700, fax 800-520-2726 Expense ratio 17 5% 147%

Combined ratio 121 1% 765%
www thehartford com

Treaty 100% 100%
1999 1998 Domestic 53% 48%

Premiums wmen $702,961,000 $710877,000 Foreign 47% 52°A

Premiums earned $681,422,000 $715,721,000 Non-life 100% 100°A
Losses $507,416,000 $559,319,000 Fiscal years ending 980/99 and 9/30/98

CONSISTENT PH][LOSOPHY & PERFORMANCE Loss ratio 74.5% 781% * Capital and surplus hgures are for the operattn,
Expenses $230,061,000 $196,101,000 substdialy LaSalle Re Ltd "M/ undemnimgoccurs t
Expense ratio 33.8% 274% Bermuda

SINCE 1977
Combined ratio 108 3% 1055% Founded: 1993
Treaty 982% 984% Employees: 32
Facultative 18% 16%

Locations. 1 domestic, 1 foreignDomestic 797% 693%
Specialties: property catastrophe

Atlanta Bermuda Chicago London Stamford Foreign 203% 307%

Non-life 100% 100% Ollicers. Guy D Hengesbaugh, president
Founded· 1982 Cont,nued on page 4
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Get back on solid ground with General Star.

Call your broker and put our underwriting expertise,

capacity and security to work for you.

GENERAL

• Market Stabili

STAR

• Financjal Strength
• Underwriting Quality

Specialty underwriting through appointed surplus lines brokers. For a list of brokers in your area,
call General Star Management Ccmpany, Stamford, CT (203) 328-5700, ext. 5985, or fax your request to: (203) 328-5840.

www.generalstar.com
Atlanta • Chicago • London • Los Angeles • New York • Stamford
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Continued from page 42 Subsidiaries: American Re Corp, Oacers: Mary H Hennessy, CEO/president, Premiums earned $622,250,000 $484,840,000 Domestic 19% 29%

CEO, Mark C Stockton, senior vp/chief Princeton,NJ, American Re-Insurance Co, Mark Bndges, vp-finance, Mike Cascio, vp- Capitanurplus $363,062,500 $367,676,000 Foreign 981% 971%

underwriting officer, Clare E Moran, senior vp/ Pr,nceton, NJ, Great Lakes Reinsurance (UK) underwrmng Net income $54,625,000 $46,920,000 Life 5% 66%

PLC, London, Munich Amencan Reassurance Losses $432,875,000 $315,860,000 Non-life 95% 934%treasurer/interim CFO
Co, Atlanta, Munich Reinsurance Co of Loss ratio 696% 651% Founded. 1971

Expenses $203,812,500 $142,324,000Lincoln Re Canada, Toronto, Munich Reinsurance Co of Parent: RR Holding Co A G
Africa Ltd, Johannesburg, South Africa, Expense rat,o 328% 294% Subsidiaries· Rhine Reinsurance Co

1 Reinsurance Place, 1700 Magnavox Way, Combined ratio 102 4% 945%
Munich Maunbus Reinsurance Co Ltd, Pott (Bermuda Ltd ), Hamilton, Bermuda, Imperial

219-11,fa68219-455-9032 Treaty 617% 626%
Louis, Maunt,us, Munich Reinsurance Co of

PMA Reinsurance Corp. Facultative 383% 374% Fire & Marine Reinsurance Co Ltd, London
Australasta Ltd, Sydney, Australia, Domestic 55% 76% Employees. 200

www lincolnre com
Munichener Ruck Italla SPA, Milan, Italy, Mellon Bank Center, 1735 Market St , Foreign 945% 924% Locations: 2 domestic, 10 foreign

1999 1998 New Reinsurance Co, Geneva, Switzerland, Philadelphia, Pa 19103 , Non-life 100% 100% Speclaltles alternative risk solut,ons,
Premiums wntten $1,425,000,000 $1,210,000,000 Temple Insurance Co , Toronto 215-665-5000, fax 215-665-5009 Fiscal years ending 6/399 and 6/30,98 structured rlsk solutions
Premiums earned $1,435,400,000 $1,220,600,000

Employees: 33,245 www pmare com Founded: 1886 Officers Dennis Purkiss, chairman/groupCapital/surplus $997,800,000 $828,900,000
Locations: 1 domestic, 60 foreign 1999 1998 Parent: QBE Insurance Group Ltd CEO, Amanda Atkins, executive vp/group CFO,Net income $33,700,000 $102,200,000

Treaty 93% 93% Specialties: asset management, primary Premiums wntten $278,998,000 $234,010,000
Facultative 7% 7% Insurance, reinsurance Premiums earned $293,862,000 $223,559,000 New York, QBE International Insurance Ltd, underwriting officer
Domestic 869% 847% Officers. Hans-Jurgen Schinzler, chairman Capital/surplus $287.635.000 $287.466.000 London, QBE Reinsurance (U K ) Ltd, London, Contact: Michael Hayes, executive vp/chief
Foreign 13 1% 153% Net Income ' $47,687,000 $55,954,000 QBE insurance & Reinsurance (Europe) Ltd, underwrmng officer-Rhine Re Financial Ltd.
Life 100% 100% Losses $206.891.000 $154,062,000 Dublin, Ireland, Sydney Remsurance Co, m,chael hayes@rhinere com

Founded: 1912 Loss ratio 704% 689%
Sydney, Australia and Singapore

Parent: Lincoln National Corp Expenses $94,338,000 $77,823,000
Employees: 640Expense ratio 321% 348%

Subsidiaries: The Lincoln National Life
-le

Combined ratio 102 5% 1037% Locations. 1 domestic, 16 foreign
Insurance Co Lincoln National Health & Treaty 97% 97% Officers. Frank O'Halloran, managing
Casualty Co, Lincoln National Reassurance NAC Reinsurance Corp. Facultative 3% 3% director/CEO, Nell Drabsch, CFO, Greg O'Ne,11,
Co, Lincoln National Reinsurance Co Seaview House, 70 Seaview Ave , Domestic 100% 100% general manager-corporate risks
(Barbados), Lincoln National Reinsurance Co Stamford, Conn 06902, Non-life 100% 100% St. Paul ReContact. Christopher Fish, acting CFO-
(Bermuda), Old Fort Bermuda, Solutions 203-964-5200, fax 203-964-0763

* Pre-tax net income
Sydney Reinsurance Corp, 212-894-7543 195 Broadway, 28th Floor,

Reinsurance Ltd (Bermuda) Founded: 1981
www nacre com New York, N Y 10007-3181,

Employees· 920 Parent: PMA Capital Corp

Locations: 14 domestic, 11 foreign
1999 1998

Premiums wntten $111,522,168 $481,340,097*
Employees· 170

212-238-9200, fax 212-238-9493
www stpaulre com

Speclalties' employer stop-loss relnsurance, premiums eamed $290,297,427 $471,785,993* Locations: 1 domestic,
1999 1998Specialties. facultative, hnite risk andglobal reinsurance, health and life rmnsurance Capital/surplus $440,103,500 $737,113,923 Premiums written $1,056,401,000 $1,056,229,000

Officers: Lawrence Thomas Rowland, Net income $102,923,303 $102,816,973 specialty reinsurance Premiums earned $1,010,945,000 $1,038,687,000
president, William King Tyler, senior vp, Losses $281,012,214 $305 573,424 Oft,cers' John W Smithson, chairman/CEO, Reinsurance Group of Losses $697,713,000 $684,450,000
Kenneth James Clark, senior vp-financial Loss mtio 968% 647% Stephen G Tirney, president America Inc. Loss ratio 69% 659%

Expenses $55,524,971 $183,861,059 Contact: Anihony J Grosso, senior vp, 215- Expenses $329,869,000 $346,168,000reinsurance
Expense ratio 19 1% 39% 1370 Timberlake Manor Parkway,

665-5105, agrosso@pmare com Expense ratio 31 2% 332%Contact James C Welde, assistant vp- Combined ratio 115 9% 1037% Chestedield, Mo 63017-6039, Combined ratio 100 2% 992%strategic planning and knowledge Treaty 80% N/A PXRE Group Ltd. 636-736-7309, fax 636-736-7709
management, 219-455-3186

Treaty 95% 94%
Facultative 20% Na www rgare com Facultative 5% 6%
Non-life 100% 100% 99 Front S-,

1999 1958 Domestic 65% 55%
Lloyd's of London *restated Hamilton, HM 12 Bermuda, Premiums wrmen $1,315,600,000 $1,016,400,OCO Foreign 35% 45%

1 Lime St, Founded 1985 441-296-5858, fax 441-296-6162 Premiums earned $1,315,600,000 $1,016,400,OCO Non life 100% 100%

London, EC3M 7HA England, Parent XL America Inc www pxregroup com Capital/surplus $732,900,000 $748,500,000 Founded. 1983

44-207-327-1000, fax 44-207-626-2389 Locations: 8 domestic, 1 foreign 1999 1998 Net Income $53,000,000 $89,700,000 Parent The St Paul Cos Inc
Specialties: property/casualty Losses $1,067,100,000 $797,900,000www lloyds com Premiums written $138,845,000 $88,693,000 Subsidiaries· Discover Re, Farmington,
Officers: Nicholas M Brown Jr, president/ Premiums earned $128,503,000 $92,386,000 Loss ratio 811% 78 5%

1999 1998 Conn, St Paul Reinsurance Co Ltd , London
CEO, C Fred Madsen, executive vp, Richard H Capital/surplus $399,007,000 $477,228,000 Expenses $218,300,000 $188,500,000

Premiums written $3,811,216,798 $3,553,094,000
Net income

Domestic 157% 172% Miller, senior vp/CFO/treasurer $42,139,0001 $2,679,000 Expense ratto 16 6% 185% Employees 543
Locations: 4 domestic, 7 foreign

Losses $159,259.000 $57793,000 Combined ratio 977% 97%
Foreign 843% 828% Contact. Richard H M lier, 203-964-5535 Treaty 75% 71% Specialties. property/casualty, marine,
Non-life

Loss ratio 123 9% 626%
100% 100% Merged with XL Capital Ltd, June 1999 Entered a

Expenses $57,755,000 $39,876,000 Facultative 25% 29% specialty lines and financial rensurance
Founded: 1688 pooling agreement with XL New YoN, XL Specialty,

Expense ratio 449% 432%
Domestic 722% 705% Officers James F Duffy, chairman/CEO,Greenwich insurance and inman Harbor Insurance inOfficers Max Taylor, chairman, Nick Combined ratio 168 8% 1058% Foreign 278% 295% Michael Schell, presidenUCOO, David Grefe,

Prettejohn, CEO
J* 1999

Trea 100% 100% Life 100% 100% executive vp/chief administrative officer
Contact. Winifred A Baker, president/ Domestic 33% 45% Founded' 1973 Contact· Peter Aubrey-Smith, executive vp-

director of distnbution and development-North
Amenca unit, 590 Fifth Ave, 17th Floor, New

Foreign 67% 55% Parent. Metropolitan Life Insurance Co business development, 212-238-9275
Non-life 100% 100% Subsidiaries RGA Reinsurance Co,

York, NY 10036, 212-382-4060, fax 212- Founded: 1982 Chesterfield, Mo, RGA Life Reinsurance Co of SCOR
382-4070 Subs,dianes· PXRE Reinsurance Co, Canada, Toronto, RGA Reinsurance Co of

1 Ave du General de Gaulle,
Odyssey America Edison, NJ, Lloyd's Syndicate 1224, London, Australia, Sydney, Australia

Paris la Defense, 92074 France,London Reinsurance Group PXRE Reinsurance Ltd, Hamilton, Bermuda Locations 1 domestic, 14 foreignReinsurance Corp.
Employees: 115 331*98-7000, fax 331-47-67-0409

1 London Place, 255 Queens Ave , Suite 303, Speclames Ufe ransurance, financ al
300 First Stamford P ace, Locations: 1 domestic, 5 foreign

www scor com

London, Ontario N6A 5R8 Canada, reinsurance, including annuities
Stamford, Conn 06902, 1999 1998

519-435-7232, fax 519-435-7230 Specialties: combined proper¥casualty Officers A Greig Woodring, president/CEO,
203-977-8000, fax 203-356-0196 Premiums written $2,621,619,000 $2,544,080,000excess, aviation/manne, propery catastrophe David B Atkinson, executive vp/COO, Jack Bwww Irg com Premiums earned $2,520,254,000 $2,511,040,000www odysseyre com excess, structured/finite risk Lay, executive vp/CFO Capital/surplus1999 1998 $1,430,847,000 $1,778,260,000

1999 1998 Officers: Gerald L Radke, chairman/ Contact. Julie Hardeman, executive director- Net income $94,963,000 $171,100,000Premiums wntten $1,365,525,000 $1,778,112,000
Premiums earned $1,297,350,000 $1,780,800,000 Premiums wntten $551,000,000 $650,300,000 presidenUCEO, James Dore, CFO marketing and communication, 636-736- Losses $2,053,975,000 $1,939,920,000

Premiums earned $569,600,000 $701,400,000 Contact· Gordon Forsyth, executive vp- 7510 Loss ratio 773% 81 5%Capital/surplus $471,150,000 $477,792,000 Capital/surplus $855,800,000 $919,500,000 North American operations, 732-906-6740, Expenses $773,575,000 $830,720,000Net income $47,925,000 $47,712,000 Net income $56,500,000 $122,000,000 331% 307%Foreign 100% 100% gordon_forsyth@pxre com RenaissanceRe Expense ratio
Losses $493,800,000 $502,400,000

Life 57% 73%
Loss ratio 867% 71 6% Holdings Ltd. Combined ratio 1104°/. 1122%

Non-life 43% 27% PartnerRe Ltd. TreaN 70% 77%
Expenses $198.2[10,000 $240,000,000

Founded 1991 Renaissance House, 8-12 E Broadway, Facultative 30% 23%
Expense ratio 348% 342% PartnerRe Building, 106 Pitts Bay Road, Hamilton, HM 1 9 Bermuda, Domestic 14% 15%Parent Great-West Lifeco Inc Combined ratio 121 5% 1058% Pembroke, HM 08 Bermuda 441-295-4513, fax 441-296-5037 Foreign 86% 85%

Subsidiaries London Life & Casualty Treaty 89% 89%
441-292-0888, fax 441-292-6080 Life 14% 13%

Reinsurance Corp, St Michael, Barbados, Facultive 11% 11% www renre com

www partnerre com Non-life 86% 87%
London Life & General Reinsurance Co Ltd, Domestic 82% 85% 1999 1938 Founded: 1970
Dublin, Ireland, London Life International Foreign 18% 15% 1999 1998 Premiums wntten $213,513,000 $195,019,010

Subsidiaries COFACE, France, CommercialNon life 100% 100% Premiums written $1,326,400,000 $687,000,000 Premiums earned $221,117,000 $204,947,0)0Reinsurance Corp, St Michael, Barbados,
'Figures repotted on statuoty bass Premiums earned $1,338.000,000 $685.600,000 Capital/surplus $600,329,000 $612,232,010 Risk Partners, Bermuda, SCOR Asia Pactfic

London Life Reinsurance Co, Blue Bell, Pa, Founded· 1900 Capital/surplus $1,841,000,000 $2,113,400,000 Net income $104,241,000 $74,577,000 Singapore, SCOR, Canada, SCOR Deutschland,
Shippan International Insurance Co Ltd, St Parent: Fairfax Financial Holdings Net income $94,800,000 $266,300,000 Losses $77,141,000 $112,752,000 Germany, SCOR Italia, Italy, SCOR UK, United
Michael, Barbados

Subsidianes Comagrie de Trancont,nentale
Losses $1,130,100,000 $396,900,000 Loss ratio 349% 55% Kingdom, SCOR US, United States

Employees. 72 loss ratio 845% 57 9% Expensesde Reassurance, Newline Syndicate $62,268,000 $61,031,000 Employees 1,150
Locations: 1 domestic, 3 foreign Expenses $411,700,000 $198,300,000 Expense ratio 281% 29 E% Locations 1 domestic, 29 foreignEmployees 281
Spectames. life, property/casualty, accldenU Expense ratio 33% 28 9% Combined ratio 63% 84 E%

Specialties accident, alternative, health/lifeLocations' 7 domestic, 9 foreign
health, annuity

Combined ratio 117 5% 86 8% Treaty 100% 100%
Officers· Andrew A Barnard, Chairman, Treaty 94% 94% reinsurance, cred,t, political and surety risks,Foreign 100% 100%Ofticers· R Thomas M Allan, chairman/ Michael G Wacek, president/CEO, Roland W Facultative 6% 6% Non-life 100% 100%

facultative
CEO, John F Cartwright, executive vp- Life 17% 7%Jackson, executive vp/COO Founded. 1993 Officers Jacques Blondeau, chairman/CEO,
international reinsurance, Glenn A Hickling, Contact Mark Hinkley, executive vA 203-

Non-life 83% 93% Subsidiaries Renaissance Reinsurance Serge Osouf, president/COO, Pierre-Denis
vp/CFO 977-8018, mhinkley@odysseyre com

Founded: 1993
Ltd, Hamilton, Bermuda Champvillard, group senior vp

Contad Monica Halner, president-London Subsidiaries: Partner Reinsurance Co Ltd , Contact Jerome Faure, president/CEO-
Life Reinsurance Co, 212-542-7200

Employees. 43
Overseas Partners Ltd. Partner Reinsurance Co of the US, Societe Locations 1 domestic, 3 foreign SCOR US, us@scor com

Anonyme Francaise de Reasurances
Mintflower Place, 8 Par La Ville Road, Specialties property/catastrophe excess of

PartnerRe Sirius International
Hamilton, HM GX Bermuda, loss, retrocessions, aviation/marine

441-295-0788, fax 441-295-7140
Employees· 631 Officers James N Stanard, CEO/chairman, Insurance Corp.
Locations: 3 domestic, 13 foreign

www overseaspartners com William I Riker, COO/executive vp, David A Birger Jansgatan 578,Oflicers: Herbert N Haag, president/CEO,
1999 1998 Eklund, chief underwriting officer/executive vp Stockholm, SE-11396 Sweden,

Munich Re Group Albert Benchimol, executive vp/CFO, Bruno
Premiums written $819,683,000 $908,995,000 Contact: John M Lummis, senior vp/CFO 46-8-458-5500,fax 46-8-458-5599Meyenhofer, COO-reinsurance operations

Koeniginstrasse 107, Premiums earned $807,709,000 $746,918,000 1999 1998
Capital/surplus $2,547,383,000 $2,524,669,000 Contact. Scott Moore, president/CEO- Rhine Re Group

Munich, 80802 Germany, Premiums wntten $449,498,665 $347,626,314
Net income $232,795,000 $488,829,700 PartnerRe U S

Kornhausgasse 7 Premiums earned $416,871,257 $353,169,05449-89-3891-0, fax 49-89-399056 Losses $759,231,000 $404,328,000 Basel, 4001 Switzerland, Capital/surplus $1,047,782,802 $1,035,040,230www munichre com Loss ratio 94% 541%

1999 1998 Expenses $120,256,000 $100,332,000
41-61-268-2111,fax 41-61-268-2277 Net income $94,494,587 $73,566,738

www rhinere com Losses ($228,743,845) ($221,617,998)
Premiums wrmen $14,402,366,000 $14,863,280,000 Expense ratio 14 9% 134%

1999 1998
Loss ratio (549%) (628%)

Premiums earned $14,390,629,000 $14,884,520,000 Combined ratio 108 9% 675%
Expenses ($205,298,038) ($125,711,964)Premiums wntten $315,313,248 $350,918,130Capital/surplus $19,690,418,000 $19,073,520,000 Treaty 90% 90%

Premiums earned $293,015,764 $318,946,290 Expense ratio (492%) (35 6%)
Net income $1,208,911,000 $1,416,000,000 Facultative 10% 10% QBE Insurance Group Ltd. Capital/sumlus $333,520,896 $291,967,980

Combined ratio (104 1%) ( 984%)
Losses $11,813,824,000 $10,640,060,000 Foreign 100% 100% (Reinsurance Division) Domestic 15% 20%Net income $142,969,4921 $37,012,290Loss ratio 882% 758% Non-life 100% 100% Foreign 85% 80%
Expenses $4,432,318,000 $4,522,940,000 Founded 1983 82 Pm St, Losses $361,584,4001 ($242,953,830)

Loss ratio 123 4% 762% Founded: 1945
Expense ratio 307% 303% Subsidiaries: Overseas Partners Assurance Sydney, New South Wales 2000 Australia,

Expenses $121,880,8201 ($98,026,920) Parent Sinus International Insurance CorpCombined ratio 118 7% 102 2% Ltd , Overseas Partners Catastrophe Ltd, 61-2-9375-4444, fax 61-2-93754884 Expense ratio 416% 30 7% Subsidiaries' Scandinavian Reinsurance
Domestic 32.7% 356% Overseas Partners Re Ltd wmv qbe com au Combined ratio 165% 106 9% Ltd,Hamilton, BermudaForeign 673% 644% Employees: 40 1999 1998 Treaty 919% 935%

Founded: 1880
Locations. 1 foreign Premiums writen $698,500,000 $540,260,000 Facultative 81% 6 59, Continued on next pagE



Locations: 1 domestic.

ONicers: Goran Thorstensson, presidenV
:00

SOREMA S.A.

20 Rue Washington,
Paris, 75008 France;
33-1-40-74-6600; fax: 33-1-4543-2547
www.sorema.fr

1999 1998

iremiums written $453,770,559 $448,363,420
premiums earned $433,043,017 $450,686,840

:apital/surplus $419,072,786 $480,499,540
Net income $79,696,364 $55,703,080
Losses $462,522,093 $398,406,940
Loss ratio 106.8% 88.4%

Expenses $188,184,656 $182,707,660

Expense ratio 43.5% 40.5%

Dombined ratio 150.3% 128.9%

85.3% 81%
Facultative 14.7% 19%

Domestic 9.1% 10.5%

Foreign 90.9% 89.5%

Life 3.8% 3.2%
Yon-life 96.2% 96.8%

Founded: 1978.

Parent GROUPAMA

Subsidiaries: SOREMA NA. Holding, New
fork.

Employees: 425.
Locations: 1 domestic, 12 foreign.
Specialties: accident/health, agricultural

risks, alternative risk transfer, avhtioWmarine,
bonding/credit, entertainment, industry loss
warranu, life, nuclear/satellite, political risk.

Omcers: Alexis Ruset, chairman'CEO; Anders
Grabo, executive vp-Paris Head Omce; Francois
M. Chavel, presidenVCEO.

Contact Deborah L. Brady, senior vp; 212-
884-9022; dbrady@soremagrp.com.

Swiss Re Group
Mythenquai 50/60, P.O. Box CH-8022,
Zurich, 8022 Switzerland;
41-1-285-2481; fax: 41-1-285-2038
www.swissre.com

1999 1998

Premiums written $13,598,804,000 $11,273,910,000

Premiums earned $13,163,208,000 $11,406,390,000

Dapital/surplus $11,769.036,000 $8,976900,000
Net income $1,846,318,000 $1,725,000,000
Losses $10,892,548,000 $3,258,420.000
Loss ratio 82.7% 81.2%

Expenses $4,261,956,000 $3,806,040,000

Expense ratio 32.3% 33.4%

Combined ratjo 115% 114.6%

Domestic 2.890 3.7%

Foreign 97.2% 96.3%

Life 28.9% 20.4%

Non4ite 71.1% 79.6%

Founded: 1863

Subsidiaries: European Reinsurance Co.
of Zurich, Switzerland; Bavarian

Reinsurance Co. Ltd., Germany; Swiss
Reinsurance Co. U.K. Ltd., United

Kingdom; Bavarian Reinsurance Ireland
Ltd., Ireland; Algemene Levensher-

verzekering Maatschappij nv; Reassurantie
Maatschappij Nederland nv, Netherlands;
Atlantic International Reinsurance Co. Ltd.;

European International Reinsurance Co.
Ltd., Barbados; Swiss Reinsurance Co.

Canada; Swiss Pe Life & Health Canaca.

Canada; European Reinsurance Corp. of
America; Swiss Reinsurance American
Corp.; Swiss Re America Holding Corp.
U.S.A.; Swiss Re Australia Ltd. Australia
Swiss Re Southern Africa Ltd., South
Africa.

Employees: 9,010.
Officers: Waite- B Kielholz, CEO; Rudolf

Kellenberger, Deputy CEO; John H
Firzpatrick, CFO.

Contact: Stephen Dishart; 212-317-5640.

0
Tempest Reinsurance

Co. Ltd.

Wessex House, 45 Reid St.,
Hamilton, HM FX Bermuda;
441-292-2603; fax. 441-292-2790
www.tempestre.com

1999 1998

Premiums written $145.673,000 $92,812,000
Premiums earned $140.094,000 $169,852,OCO

Capital/surplus $1,151,406,000 $1,463,793,OCO
Net income $52.654,000 $114,295.OCO
Losses $96,935,000 $70,625,000
Loss ratio 69.2% 41.6%

Expenses $34,132,000 $31,164,000

Expense ratio 24.4% 18.3%

Combined ratio 93.6% 59.9%

Treaty 94% 99%

Facultative 6% 1%

Foreign 100% 100%

Non-life 100% 100%

Founded: 1996.

Parent: Ace Ltd.

Employees: 36.
Locations: 1 domestic,
Specialties: property catastrophe.
Officers: John Engestrom, presidenVCEO;

Elizabeth Murphy, CFO: George Rivaz, COO.

The Toa Reinsurance

Co. Ltd.

6 Kanda-Surygadai3 chome, Chiyoda-ku,
Tokyo, 101-8703 Japan;
81-3-3253-3171;fax: 81-3-3253-1208

1999 1998

Premiums written $1,046,214,000 $978,720,000

Capital/surplus $431,766,000 $295,608,000
Net income $29,052,000 $32,248,000
Losses $782,001,000 $638,992,000
Loss ratio 74.7% 65.3°h

Domestic 75.4% 79.5%

Foreign 24.6% 20.5%

Life 9.4% 673
Non-life 90.6% 93.3%

Fiscal years ending 3,31/00 and 3/31/99.Ratios
calculated using premijms written, premiums earned
#gures are notavaimble.

Founded: 1940.

Subsidiaries: The Toa Reinsurance Co. of

America, Morristown, N.J.
Employees: 344.
Locations: 1 domestic, 6 foreign.
Otlicers: Shinya Yosnikoshi, presidenVchief

executive; Yoshio Shimizu, senior managing
director; Shinya Shimohira, managing director.

The Toa Reinsurance Co.
of America

177 Madison Ave., P.O. Box 1930,
Morristown, N.J. 07962-1930;
973-898-9480; fax: 973-898-9495
www.toare.com

1999 1998

Premiums written $125,807,000 $100,454,000
Premiums earned $120,673,000 $95,559,000
Capital/surplus $281,578,000 $296,342,000
Net income $14,688,000 $22,423,000
Losses $96,022,000 $67,408,000
Loss ratio 79.6% 70.5%

Expenses $39,665,000 $29,444,000

Expense ratio 32.9% 308%

Combined ratio 112.5% 101.3%

Treaty 87.7% 88.5%

Facultative 12.3% 11.5%

Domestic 96.4% 100%

Foreign 3.6% 0%

Non-life 100% 100%

Founded: 1982.

Parent: The Toa Reinsurance C). Ltd.

Employees: 44
Locations: 1 domestic, 1 foreign.
Ollicers: William L. Munson, chairman/CEO;

Thomas M. Sheehy, senior vp/CFO; John J.
Hayden, senior vp/secretary/general counsel;
James A. Pilla, senior vp-underwrting.

Contact: Thomas M. Sheehy; 973-898-
9489; tsheehy@toare.com.

Information for The Toa Reinsurance Co. of America

is included in the consolidated listin. for The Toa
Reinsurance Co. ltd.

Transatlantic Holdings Inc.
80 Pine St.,
New York, N.Y. 10005;
212-770-2000; fax: 212-742-9457
www.transre.com

1999 1998

Premiums written $1,498,524,000 51,393,700,000

Premiums earned $1,484,634,000 51,380,570,000

Capital/surplus $1,642,517,000 51 ,610,139,000
Net income $187,362,000 $247,523,000
Losses $1,148,817,000 51,020,888,000
Loss ratio 77.4% 73.9%

Expenses $416,558,000 $381,827,000

Expense ratio 28.1% 27.7%

Combined ratio 105.5% 101.6%

Treaty 97% 95%

Facultative 3% 5%

Domestic 50% 51%

Foreign 50% 49%

Non-lite 100% 100%

Founded: 1952.

Parent: American International Group.
Subsidiaries: Putnam Reinsurance Co.,

New York; Transatlantic Reinsurance Co.,
New York; Trans Re Zuridh, Zurich,
Switzerland.

Employees: 380.
Locations: 2 domestic, 12 foreign.
Specialties: prop€ -ty/casualty

reinsurance; specialty risks.
OHicers: Robert F. Orlich, presidenVCEO;

Paul A. Bonny, executive vp/president-
internaional operations; Steven S. Skalicky,
executive vp/CFO.

Contact: Seymour H. Katz, :'p/assistant
controller; 212-770-2078;
skatz@transre.com.

DU66/ttraa U66£4/U7666, AUgUal LO, LUUU / 99

Trenwick Group Inc.
1 Canterbury Green,
Stamford, Conn. 06901;
203-353-5500; fax: 203-353-5536

1999 1998

Premiums written $354,610,000 $250,219,000
Premiums earned $325,114,000 $245,561,000

Capitanumlus $462,249,000 $348,029,000
Net income $11,048,000 $34,792,000
Losses $254,538,000 $153,135,000
Loss ratio 78.3% 62.4%

Expenses $133,484,000 $97,992,000

Expense ratio 41.1% 39.9%

Combined ratio 119.4% 102.3%

Treaty 99% 70%

Facultative 1% 30%

Domestic 45.3% 67.6%

Foreign 54.7% 32.4%

Non-life 100% 100%

Founded: 1984.

Subsidiaries: Chartwell Reinsurance Co.,
Stamford, Conn.; Trenwick America

Reinsurance Corp., Stamford, Conn.; Trenwick
International, London.

Employees: 408.
Locations: 1 domestic, 2 foreign.
Specialties: specialty property/casualty.
Otticers: James F. Billett Jr., chairman/

presidenVCEO; Steven J. Bensinger, Paul
Feldsher, Robert A. Giambo, Alan L Hunte,
executive vps.

Contact: Alan L. Hunte.

e
XL Mid Ocean

Reinsurance Ltd.

P.O. Box HM 1066,
Hamilton, HM EX Bermuda;
441-292-1358; fax: 441-296-0617
www.xlmidocean.com

1999 1998

Premiums written $428,818,000 $462,560,000
Premiums earned $462,270,000 $454,377,000

Capital/sumlus $2.108,734,000 $2,011,236,000
Net income $176,154,000 $299,862,000
Losses $308,225,000 $206,454,000
Loss ratio 66.7% 45.4%

Expenses $92,228.000 $79,532,000

Expense ratio 20% 17.5%

Combined ratio 86.7% 62.9%

Treaty 100% 100%

Domestic 3% 2%

Foreign 97% 98%

Non4ife 100% 100%

Fiscal years ending 12/31/99 and 11/30/98.
Founded: 1998.

Parent: XL Capital Ltd.
Subsidiaries: Latin American Reinsurance,

Hamilton, Bermuda.

Employees: 106.
Locations: 2 domestic, 7 foreign.
Specialties: aviation/space, energy, health/

life reinsurance, low frequency/high severity
risks, property catastrophe.

Officers: Henry C. V. Keeling, presidenV
CEO; Robert L. Nason, executive vp/
underwriter; James H. Veghte, executive vp/
general manager-London branch.

At Edwards & Angell, we're very proud ofoir Insurance and Reinsurance Practice Group In a short time, they've made

quite a reputation in the industry It's probably because of their ommitment to professionalism and cost effective,

full service. And, of course, lt'S always nice to ha, e an Angell on your side.

Edwards & Angell, LLP. When .t comes to Insurance and Reinsurance, we know your business.

Contact: Alan j. Levin (Chair) 860-541-7747 (alevin@ealaw.com), Nick Pea-son 21 2-756-0275 (npea-son@ealaw. com) or Vince Vitkowsky 21 2-756-0238 (vvitkowsky@ealaw.com)

HARTFORD NEWYORK BOSTON PALM BEACH

DIA

The Yasuda Fire & Marine
Insurance Co. Ltd.

26-1 Nishi-Shinjuku 1 -chome,
Shinjuku-ku,
Tokyo, Japan;
81-3-3349-3970; fax: 81-3-E322-6013
www.yasuda.co.jp

1999 1998

Premiums written $585,929,368 $562,261,935

Capital/surplus $2,936,070,000 $2,128,248,000
Net income $115,794,000 $96,280,000
Domestic 82.4% 81.7%

Foreign 17.6% 18.3%

Non-life 100% 100%

Rscal years ending 3/31/00 and 3/*/99.
Founded: 1888.

Subsidiaries: Yasuda Reinsurance Co. Ltd.,
Hong Kong.

Employees: 75.
Locations: 1 domestic, 3 foreign.
OHicers: Hiroshi Hirano, president; Masao

Miyakawa, deputy president; Eiji Nishiura
senior executive managing director.

e
Zurich Re

General Guisan-Quai 26,

Zurich, 8022 Switzerland;
41-1-639-9393; fax: 41-1-639-9090
www.zunchre.com

1999 1998

Premiums written $1,878,000,000 $1,561,200.000

Premiums earned $1,699,700,000 $1,651,500,000
Net income $264,200,000 $175,700,000

Treaty 89.1% 90.7%

Facultative 10.El% 9.3%

Life 3.6% 3.5%
Non-life 96.4% 96.5%

Founded: 1873.

Parent Zurich Financial Services Group.
Subsidiaries: Zurich Re (North America

Inc.,New York; Zurich Re, Cologne, Germany.
Employees: 719.
Locations: 1 domestic, 16 foreign.
Specialties: accidenUhealth life

agribusiness, e-commerce risks, facultative
professional risks, risk strategies

Ollicers: Dirk Lohmann, CEO-Zurich Re

Richard Smith, CEO-Zurich Re (Nor#
America); Frank Schaar, CEO-Zurich RE
(Cologne).

Contact: Richard Smith; 212-838-5021.
Rgures do not include Centre Solutions (Bermuda

ltd. & Subsidiaries.

Standd & Poor%

ranks Top 25
Chart of S&P's 25 largest reirsurance

groups by net premiums written in 1999
appears on page 32.

EDWARDS & ANGELL, LLP
COUNSELLORS AT LAW

PROVIDENCE SHORTHILLS
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CEOs
Continued from page 1

In 1999, insurance industry execu-
tives' total cash compensation aver-
aged $2.19 million, compared with an

average of $2.04 million for the same
group in 1998, according to a Busi-
ness Insurance survey. Cash compen-
sation includes salary and any bonus
paid.

The survey is compiled from 1999
annual reports and proxy statements
filed with the U.S. Securities and Ex-

change Comrnission.
This year, eight brokers were in-

cluded in the survey, whereas past
surveys have analyzed only insurers
and reinsurers. A total of 50 Insurers,

reinsurers and brokers were ana-

lyzed.
"In many ways, I think that, in the

past couple of years, many CEOs
have been truly underpaid in relation
to what they have been able to do in
very marginal market conditions,"
Mr. Chamberlin said.

But, at the same time, "we have
seen some CEOs get extremely well
paid for doing a poor job where they
really haven't produced the results
required by the shareholders and the
company," he said. Reliance Group
Holdings Inc. CEO Saul P. Steinberg,
for example, "was one of the highest-
paid people last year and, arguably,
he was significantly overpaid for his
performance last year."

Even so, Mr. Steinberg's cash com-

pensation decreased in 1999 by near-
ly 74.6%, to $2,150,000. Reliance's
revenues during that period declined
6.4%, to $3.15 billion. Reliance,
which has been forced to sell business

units to pay down corporate debt,
may be facing bankruptcy (BI, Aug.
21).

Alan Johnson, managing director
of Johnson Associates Inc., an exec:u-

tive compensation consulting firm in
New York, said he expects insurance
industry CEO compensation to in-
crease over the next year.

"If you look at the insurance seclor
in general and some of the commer-
cial firms, I think they had trailed
many of the other financial service
firms. I think, historically, insurance
lagged behind other areas of financial

services in terms of pay," Mr. Johnson
said.

As those once-separate industries
continue to blend, insurance industry
executives may see larger paychecks.

The two highest-paid CEOs in this
year's survey were, in fact, the co-
CEOs of Citigroup Inc., which is the
first major example of that conver-
gence.

New York-based Citigroup's for-
mer co-CEOs, John S. Reed and San-

ford I. Weill, both saw increases in
their total cash compensation from
1998 to 1999. Mr. Reed retained the

No. 1 spot for a second year in Bfs
CEO compensation ranking, while
Mr. Weill jumped to the No. 2 spot
from third place last year.

Mr. Reed's cash compensation in-

The highest-paid CEOs among leading insurers/reinsurers and brokers
CEOs ranked by salary and bonus for 1999

Market value Total
Rev. 1999 cash 1998 cash %change of shares 1999 %change

Rank rank CEO/Age Company compensation compensation from 1998 beneficially held' ,evenues from 1998

John S. Reed, 61 Citigroup Inc. $9,749,134

Sanford I. Weill, 66 Citigroup Inc. 9,732,474

Edward D. Miller, 59 AXA Financial 7,179,802

A.J.C. Smith, 65 Marsh & McLennan Cos. Inc.2 6,500,000

Maurice R. Greenberg, 74 American International Group Inc. 6,000,000

J. Harold Chandler, 50 UNUMProvident Corp.; 5,850,000

Wilson H. Taylor, 56 CIGNA Corp. 5,173,100

Robert M. Devlin, 59 American General Corp. 4,935,000

Robert H. Benmosche, 55 Metropolitan Life Insurance Co. 3,714,200

Douglas W. Leatherdale, 63 St. Paul Cos. Inc. 3,227,885

S.L. Brown, 63 John Hancock Financial Se,vices 3,000,000

Brian O'Hara, 51 XL Capital Ltd. 2,500,000

James N. Stanard, 51 RenaissanceRe Holdings Ud. 2,283,807

Brian Duperreault, 52 ACE Ltd. 2,200,000

Saul P. Steinberg, 60 Reliance Group Holdings Inc. 2,150,000

Patrick G. Ryan, 62 Aon Corp. 2,109,230

Jay S. Fishman, 47 Travelers P/C Corp. 1,950,047

Bernard L. Hengesbaugh, 53 CNA Insurance Cos.6 1,916,346

Jon A. Boscia, 47 Lincoln National Corp. 1,861,548

Dean R. O'Hare, 57 Chubb Corp. 1,791,107

Ramani Ayer, 52 Hartford Financial Services Group Inc. 1,776,417
Richard L. Huber, 63 Aetna Inc. 1,680,000
Carl H. Lindner, 80 American Financial Group Inc. 1,568,000

Edward M. Liddy, 54 Allstate Corp.1 1,428,873

A.C. Zucaro, 60 Old Republic International Corp. 1,408,700

Herbert N. Haag, 53 PartnerRe Ltd. 1,050,000

Edgar W. Blanch Jr., 53 E.W. Blanch Holdings 959,352

William R. Berkley, 54 W.R. Berkley Corp. 920,000

Roger H. Eigsti, 57 SAFECO Corp. 900,000

Robert F. Orlich, 52 Transatlantic Holdings 880,923

James F. Billett Jr., 56 Trenwick Group Inc. 875,334

Gordon W. Kreh, 52 HSB Group Inc. 870,000

J. Patrick Gallagher Jr., 48 Arthur J. Gallagher & Co. 850,000

James A. Mcintyre, 67 Fremont General Corp. 800,000

Stephen L. Way, 51 HCC Insurance Holdings Inc./DE 800,000

Robert A. Mulderig, £7 Mutual Risk Management Ltd. 757,775

J. Hyatt Brown, 62 Brown & Brown Inc. 718,745

Andrew L. Rogal, 51 Hilb, Rogal & Hamilton Co. 709,975

Guy D. Hengesbaugh, 41 LaSalle Re Holdings Ltd.8 662,000

Alan I. Kirshner, 64 Markel Corp. 637,500

Mark C. Vonnahme, 50 CNA Surety Corp. 625,000

Walter R. Bateman, 52 Harleysville Group Inc. 610,567

Harry W. Rhulen, 36 Frontier Insurance Group Inc. 593,000

Lauren N. Patch, 49 Ohio Casualty Corp. 569,692

Gerald L. Radke, 55 PXRE Group Ltd. 564,000

Charles E. Rinsch, 67 Argonaut Group Inc. 564,000

Bruce D. Gutharl, 44 Kaye Group Inc. 550,000

Melvin G. Todd, 44 Clailt/Bardes Holdings Inc.' 540,017

John J. Schiti Jr., 56 Cincinnati Financial Corp. 18 505,498

Merlon J. Segal, 72 Meadowbrook Insurance Group Inc. 480,000

$9,525,000

7,192,816

5,747,019

2,700,000

6,000,000

1,788,846

4,869,000

3,201,346

1,451,846

855,769

2,000,000

1,900,000

2,361,314

2,062,500

8,450,000

2,978,461

1,635,021

1,434,423

4,279,769

1,775,424

1,781,000

1,359,096

1,665,000

2,476,966

1,545,768

1,225,000

1,564,292

980,000

882,163

822,885

876,928

1,340,385

750,000

1,739,000

850,000

1,114,485

669,963

797,126

450,000

654,770

499,738

538,348

609,000

562,124

475,000

565,000

900,000

867,885

669,100

475,533

2.4%

35.3

24.9

140.7

0.0

227.0

6.3

54.2

155.8

277.2

50.0

31.6

-3.3

6.7

-74.6

-29.2

19.3

35.9

-56.5

0.9

-0.3

23.6

-5.8

-42.3

-8.9

44.3

-38.7

-6.1

2.0

7.1

-0.2

-35.1

13.3

-54.0

-5.9

-32.0

7.4

-10.9

47.2

-2.6

25.1

13.4

-2.6

1.3

18.7

-0.2

-38.9

-37.8

-24.5

1.0

$573,632,472

1,633,963,390

32,971,995

217,422,587

2,643,928,428

49,759,847

153,347,010

97,139,005

57,741,178

559,889

75,644,074

75,621,891

10,482,727

9,096,641

1,146,757,341

1,132,550

17,378,382

22,224,931

50,651,008

82,787,966

32,523,274

60,431,117

33,360,753

2,690,784

50,917,109

18,496,738

94,069,947

3,003,379

12,214,750

6,609,802

5,991,000

19,904,948

37,413,789

4,300,000

23,131,498

142,909,803

6,277,960

2,049,875

16,231,664

511,547

3,951,734

92,690

3,849,822

2,709,593

8,426,250

4,233,293

778,338,550

445,764,185

13,944,888

$82,005,000,000

82,005,000,000

13,370,600,000

9,157,000,000

40,656,000,000

9,242,500,000

18,781,000,000

10,679,000,000

25,426,000,000

7,569,000,000

7,857,500,000

2,510,987,000

270,235,000

3,016,990,000

3,153,256,000

7,070,000,000

10,572,000,000

16,403,000,000

6,803,700,000

6,729,600,000

13,528,000,000

26,452,700,000

3,334,000,000

21,735,000,000

1,818,509,000

1,630,400,000

244,460,000

1,673,668,000

6,717,100,000

1,798,166,000

394,285,000

606,200,000

605,836,000

1,397,610,000

341,871,000

387,626,000

176,413,000

227,226,000

161,077,000

524,321,000

309,405,000

824,756,000

651,663,000

1,900,800,000

175,500,000

164,300,000

68,744,000

120,760,000

2,128,223,000

174,994,000

7.3%

7.3

22.5

27.3

13.8

9.2

6.4

4.2

-6.2

-1.8

13.8

24.0

3.7

596.3

-6.4

8.9

1.2

-4.4

11.8

6.0

-10.0

28.2

-18.0

4.4

2.6

85.4

15.0

5.8

4.1

4.3

26.7

4.7

8.3

35.8

11.0

34.6

11.0

29.6

-17.2

23.1

9.0

5.8

13.5

30.9

59.1

-38.5

5.7

61.5

3.6

30.5

creased 2.4% to $9,749,134 in 1999.
Mr. Weill's cash compensation in-
creased 35.3% to $9,732,474 in 1999.

Mr. Reed retired from his co-CEO

position in April, and Mr. Weill now
serves as Citigroup's sole CEO.

Mr. Chamberlin predicts that, as
the banking and insurance industries
converge, CEO compensation will in-
crease first in the life and annuity sec-
tors, because of "a closer affinity be-
tween banking and life insurance, an-
nuities and other investment prod-
ucts."

Although Mr. Chamberlin said that
such activity will take longer to reach
the property/casualty sector, he said
he would not be surprised to see an-
other combination like Citigroup,

See CEOs on nert page

1999

total %change
net income from 1998

$9,867,000,000

9,867,000,000

1,126,100,000

726,000,000

5,055,000,000

(182,900,000)

1,774,000,000

1,131,000,000

617,509,000

834,000,000

153,200,000

470,509,000

104,241,000

364,963,000

310,546,000

352,000,000

1,276,000,000

(130,000,000)

460,400,000

621,100,000

862,000,000

716,900,000

153,000,000

2,720,000,000

226,839,000

94,800,000

39,710,000

(34,048,000)

252,200,000

187,362,000

(11,048,000)

72,800,000

67,753,000

(65,377,000)

25,123,000

50,438,000

27,172,000

19.486,000

(2,834,000)

40,614,000

56,498,000

39,913,000

(233,264,000)

114,141,000

(42,139,000)

(15,200,000)

7,504,000

8,831,000

254,722,000

9,553,000

69.9

69.9

35.2

-8.8

18.1

NM

37.3

48.0

591.1

833.4

192.8

-28.3

39.8

53.0

4.9

-34.9

-5.0

NM

-9.7

-12.2

-15.1

-15.5

15.9

47.4

-29.9

-64.4

25.2

NM

-28.3

-24.3

NM

-45.8

16.5

NM

-65.2

-21.8

11.6

30.4

NM

-29.1

24.1

58.9

366.1

34.4

NM

NM

3.1

2048.7

5.5

62.7

- Market value based on the Aug. 18, 2000, share price. 2 Mr. Smith was succeeded as CEO by Jeffrey W. Greenberg in November 1999. 3 UNUM Corp. merged with Provident Cos. Inc. on June 30,1999. 4 Metlife demutualized in 2000; New York law prohibits execu-
tives from beneficial ownership of stock for one year after IPO. 5 John Han:ock Financial Se,vices demutualized in 2000. 6 CNA's Mr. Hengesbaugh replaced Dennis H. Chookaszian as CEO in February 1999. 7 Mr. Liddy succeeded Jerry D. Choate as CEO in 1999.

8 LaSalle Re's Mr. Hengesbaugh succeeded Victor H. Blake as CEO in July 1999. 9 Mr. Todd served as CEO until September 1999, when he was succeedec by W.T. Wamberg. 10 Mr. Schiff succeeded Robert B. Morcan as CEO in April 1999. NM Not meaningful
Source: 8/ survey, company reports
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with a major property/casualty com-
pany andbank joining in some way to
provide a broader range of services.

In addition, as companies turn to e-
commerce as a way to improve their
results, the CEOs,who successfully
lead those efforts may see more pay,
said Mr. Chamberlin.

"I think the CEO who is able to fig-
ure out how to best use the Internet to
minimize costs-particularly product
distribution costs-and build a
sizable and direct business with the

Internet will benefit in the growth of
the company and the profitability-
and, therefore, his or her compensa-
tion," Mr. Chamberlin said.

"I know Allstate is experimenting
with that now, and we'll see where
they come out and whether they're a
winner. If so, that significantly willin-
crease" CEO Edward M Liddy's com-
pensation, Mr. Chamberlin said. Mr.
Liddy, 54, succeeded Jerry D Choate
as Allstate's CEOin January 1999.

Insurance industry executives' cash
compensation in 1999 was mixed, ac-
cording to the survey. Twenty-six
chief executives saw a pay increase,
while 23 experienced declines. One
CEO, Maurice R Greenberg of Amer-
ican International Group Inc., posted
no change from 1998.

Forty of the 50 companies surveyed
showed gains in total revenue in 1999.
In terms of net income, however. less
than half of those surveyed showed
gains. Another trend that will likely
affect CEO compensation is a move
toward providing much of a CEO's
compensation through stock options.

According to Mr. Chamberlin, cash
compensation is only one component
of compensation, and is becoming a
less important component. "I think
stock will become an even more im-

portant form of compensation than
cash. Stocks are where the majority of
CEOs will make their money over the
long term," Mr. Chamberlin said.

Among the chief executives exam-
med in Brs survey, several beneficial-
[yowned atleast 5% of their compa-
ny's stock: Mr. Steinberg of Reliance,
31.3%; J. Hyatt Brown of Brown &
Brown Inc., 19.9%; William R.
Berkley of W.R. Berkley Corp., 15.6%;
James A Mcintyre of Fremont Gener-
al Corp., 13-1%; Patrick G. Ryan of
Aon Corp., 12.1%; Stephen L. Way of

HCC Insurance Holdings Inc., 9.9%;
James N. Stanard of Renaissance Re

Holdings Ltd., 8.1%; John J. Schiff Jr.
of Cincinnati Financial Corp., 6.9%;
Edgar W. Blanch Jr. of E.W. Blanch
Holdings, 6.3%; and Bruce D. Guthart
of Kaye Group Inc., 6.3%.

For some CEOs in the survey, total
cash compensation paints a mislead-
ing picture of their actual compensa-
tion. For example, cash compensation
for Mr. Schiff of Cincinnati Financial

Corp. was $505,498 in 1999, placing
him in the 49th spot in the survey.
However, Mr. Schiff beneficially
owns 11,231,146 sharesof thecompa-
ny's stock, for a total worth of
$445,764,185 at the Aug. 18 stock
price of $39.69

In addition to Mr. Reed's departure
from Citigroup, several other leader-
ship changes have occurred in the in-
dustry over the past year.

H. Edward Hanway, 48, was ap-
pointed CEO of Philadelphia-based
CIGNA Corp. in January, succeeding
Wilson H. Taylor.

CNA Insurance Cos. of Chicago
named Bernard Hengesbaugh, 53, to
replace Dennis H. Chookaszian, 56, as
CEO on Feb. 1, 1999.

William H. Donaklson, 68, was
named chairman, president, and CEO
of Hartford, Conn.-based Aetna Inc.
on Feb. 25, replacing Richard L. Hu-
bet'.

Richard H. Booth, 52, was elected
president and CEO of HSB Group
Inc. on Jan. 1, succeeding Gordon W.
Kreh.

Guy D. Hengesbaugh, 41, was pro-
moted to president and CEO of
Hamilton, Bermuda-based LaSalle
Re Holdings Ltd. on July 1, 1999, re-
placing Victor H. Blake. The cash
compensation reported for Mr.
Hengesbaugh in the BI Survey reflects
that he was CEO for only half of 1999.

William L. Woodall, 76, was named
CEO of Ohio Casualty Corp. of
Hamilton, Ohio. on Feb. 17, following
the resignation of director and CEO
Lauren N. Patch.

Mark E. Watson III, 35, was ap-
pointed president and CEO of Menlo
Park, Calif.-based Argonaut Group
Inc. on Jan. 21. He replaced the retir-
ing Charles E. Rinsch.

And Cincinnati Financial's Mr.

Schiff, 56, was appointed president
and CEO on April 3. Mr. SchiE, who
previously was president and chief
operating officer, succeeded Robert B.
Morgan, who retimd. ial

--

Jobs
Continued from page 2
skills," said Mr. Tannenbaum. "This
really speaks to the trend in the risk
management profession right now.
Companies are looking for people
who can apply risk management
philosophies in a general business
way. They want you to take what you
know and develop it in the organiza-
tion."

Financial skills ranked second

among employers' requirements for
candidates.

Employers indicated that the cre-
dential they are most interested in is
an MBA-particularly one in fi-
nance-and Mr. Tannenbaum said se-

nior4evel prospects' chances are dim
without such a degree.

"That is the name of the game right
now. Every director of risk manage-
ment position that I've worked on, ev-
ery search that I do, they ask for an
MBA in finance."

While it is possible to get a high-
ranking job in risk management with-
out an MBA, that job won't be with
one of the top companies, Mr. Tan-
nenbaum told his audience. "It's not
going to happen if you don't have an
MBA; it just won't happen... .Compa-
nies are looking for general business
people who have strong financial
slrills and a strong business acumen."
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Mr. Tannenbaum said that when
risk managers do get hired, they
shouldn't count on being in one place
for an entire camer. The average num-
ber of years a risk manager remains in
a job is five to seven years, he ex-
plained.

"Now, you have to think about the
implications of this. If you get a job to-
day, your life expectancy in that posi-
tion-I call it shelf life-is five to sev-
en years," Mr. Tannenbaum re-
marked. "So that means, when you hit
the five-year mark, the realization has
to hit you that you've got maybe a
couple of more years on average be-
fore you're going to make a move vol-
untarily or involuntarily."

Risk managers must realize, he em-
phasized, that "you just don't lmow
what the future holds, and it's not as
secure as it used to be."

When risk management profession-
als leave their jobs, it usually isn't be-
cause of a merger or a desire for more
money, Mr. Tannenbaum noted. In-
stead, he said, a need for career
growth genemlly is the impetus.

Most of the phone calls he receives
from risk management professionals
wanting to change jobs come from
people who "are just not feeling good
about their positions anymore.
They're not feeling like they can real-
ly continue to move forward. They've
mastered all their paths...and they're
not able to keep progressing in the

company. So they want more
growth."

Other factors also prompt risk man-
agement professionals to make career
changes, Mr. Tannenbaum said, in-
cluding money and quality-of-life
concerns. "But they also want to con-
tinue to grow," he said. "And they also
are thinking about having a
family/worklife balance."

Mr. Tannenbaum is a proponent of
hiring risk managers across industry
lines, although he said he doesn't see
that happening as often as he believes
it should.

He advises employers to look be-
yond their own industly when seeking
risk management employees. "You
hear about this all the time-how

hard it is to find good people. If good
people are so hard to find, why is it so
difficult for companies to consider
candidates from other industries?"

Mr. Tannenbaum said he has seen

few examples of risk managers who
have crossed industry boundaries.
"But isn't risk risk?" he asked. "Can't

we apply what we do in one industry
to another industry?"

He urged employers to consider
candidates from other industries so as
not to limit themselves "to the tradi-

tional thinking....And if we're going
to grow, we have to break down these
barriers and we have to bring in peo-
ple from other areas. That's how you
get creativity and new ideas." SETI

Price of drug benefits rising
Cost-saving approaches may bring employers some relief
By MICHAEL BRADFORD companied by steadily rising pre- drug plans and ways those costs can

scription drug costs. be kept down. The conference was
NAPLES, Fla.-Employers are For self-insured employers, al- sponsored by the seven Florida chap-

hoping some new weapons will aid though cost increases for many health ters of the Risk & Insurance Manage-
them in the battle against the escalat- care benefits have slowed somewhat ment Society Inc.
ing costs of offering a prescription in recent years, the cost of prescrip- The panel also featured Michael R.
drug benefit. tion drug benefits has skyrocketed, Meredith, Atlanta-based senior vp for

Part of the problem is that "some- according to Dennis Slabaugh, corpo- the South Atlantic Region at Willis
where along the line, rate risk manager with Naples Com- Group Ltd. Mr. Meredith offered

A./ prescription drugs went munity Hospitalin Naples, Pla. numbers that showed how quickly
E from being a benefit to "We're spending a couple of million and how high drug costs have

being an entitlement," dollars a year to provide pharmacy climbed.

 said Todd N. Teix- services to 3,000 employees in our "Prescription drug costs in 1985 or
-        eira, director, bene- company," he said. so were Iunning between 4% and 6%'1 fits analysis and con- Speaking at the 2000 Florida Chap- of total health care COStS," Mr. Mered-

sulting services in the ters 25th Annual Joint Educational ith said. "That has changed dramati-
self-funded and cartier Conference held earlier this month in cally. Depending on which employer
division of Express Naples, Fla., Messrs. Tiexeira and you're with and what your situation

Scripts Inc. in Maryland Heights, Mo. Slabaugh were members of a panel is, we're seeing those costs anywhere
And that expectation has been ac- discussing the cost of prescription See Drugs on neztpage
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Drugs around $2 bilhon m 1980, amounted macy network available to employ- stores that are near work or close to cost Such co-pays could be used for
to around $24 bilhon in 1999 "Ob- ees, employers can chip away at the schools their children attend, he so-called lifestyle drugs, such as Vi-
viously, if they are spending that cost of providing drugs, Mr Tlexeira said agra or those for non-lrfe-threaten-

Continued from previous page land of money on research and de- pointed out By removmg "just one Mr Tiexeira said employers ing conditions, such as toenail fun-
from 16% to 25% of the total cost of velopment, what do you think that is or two pharmacy chains from the should take a careful look at their gus, he said
health care, whlch is alarming " going to do in terms of the cost?" network that a member is allowed to plans if they feature a flat-dollar co- Ms Athmann recommended that

One reason behind the escalation Projections show that employers get their drugs from, that can often payment If the Co-pay is not m- plans require "step therapy," mean-
in costs is the proliferation of new will continue to pay a high pnce per save at least 2%," he explained, be- creasing along with the inflation in ing use of a "first-line medication
drugs, Mr Meredith pointed out He patient for prescnption drugs, ac- cause more employees wall use the drug costs, the merease is falling to treat a condition before a more
said that from 1993 to 1995,75 new cording to Mr Meredith He said remaining pharmacies, and the completely on the employer powerful and expensive medication
drugs were approved for sale, from employers were shelhng out lust un- higher utihzation can lead to better A type of "fourth-tier co-pay" lS lS prescribed For example, some
1996 to 1998, 147 were approved der $200 per patient to provide the discounts from those pharmacies gaining popularity and can help arthritis conditions can be treated
"That is staggering," Mr Meredith benefit in 1994, and it is estimated He stressed, though, that "some stem rising plan costs, Mr Tlexeira initially with pain rehevers, and
sald that the per-patient cost w111 in- sort of network analysts" should be noted Under tiered co-pay arrange- other drugs can later be used if the

In addition, drug companies are crease to Just over $673 by 2003 conducted to determine what dis- ments, employee co-pays differ condition persists or worsens
spending more on advertising and "And there does not appear to be ruption to employees would result based upon they types of prescrip- Employers also can consider uslng
are passmg those costs along, he any end In sight " from hmiting the size of the net- tion drugs used "half-tab programs," in which em-
noted Mr Meredith said pharma- Mr Tiexeira and Jenmfer Ath- work Mr Tiexeira suggested that, "A fourth-tier co-pay can often, ployees are prescribed half of a
ceutical compames spent $920 mil- mann, a pharmacist and chnical when making changes, employers but not always, be implemented at a higher-strength tablet rather than
hon to reach consumers in 1997 and program manager m the self-funded should study claims data to deter- level of 100% of the drug's cost," Mr an entire low-strength tablet, Ms
$1 85 bilhon in 1999 In 2000, he and carrier division of Express mine which pharmacies employees Tiexeira said While that does not Athmann said Often, cost-savings
said, the amount is expected to be Scripts in Bloomington, Minn, of- are using the most Decisions as to sound hke much of a deal for the are realized by such an approach "It
well over $2 blillon fered employers some suggestions which pharmacies w111 be kept employee, it does offer some savmgs, 15 controversial, but it is an option,

Spending on research and devel- on how to control the escalating ex- should not be based upon employ- he said The employee, he explained, and a lot of companies are doing it"
opment is way up as well, he Foint- pense ees' home ZIP codes, though, be- would pay the plan's cost for the The panel discussion was moder-
ed out Those costs, which were By decreasing the size of the phar- cause employees often use drug drug, which is lower than the retail ated by Mr Slabaugh

Planning urged in ergo programs Conference
By MICHAEL BRADFORD Ms Nelson's remarks were made at ployers can avoid spending thou- ht the equipment to the worker and

the 2000 Florida Chapters 25th An- sands of dollars on equipment that the job Having adjustable equipment draws 500
NAPLES, Fla -If they aren't nual Joint Educational Conference, doesn't yield any benefits, Ms Nelson also allows an employer to modify a

based upon a plan, office ergonomic sponsored by the seven Flonda chap- said workspace to fit another occupant
changes can be a waste of time and ters of the Risk & Insurance Manage- Vendors Tinll lend out furniture, when an employee leaves a Job NAPLES, Fla -The 2000
money, an ergonomics expert con- ment Society Inc, which was held keyboard trays, headsets and other Offenng a bit of advice that could Flonda Chaptens 25th Annual
tends earher this month in Naples, Fla She items with "no problem," Ms Nelson help solve some office polltlclang, Ms Jomt Educabonal Conference

"Simply said, make sure yoi plan, urged employers to be careful when said Nelson suggested to her audience that drew about 500 people to Naples
plan, plan before you do anythmg at buymg furniture and equipment as She also urged employers to con- they are better off working m a well- earhertlus month

all," advised Tracey Nel- part of making ergonomic changes sider advice from a few ergonomics designed cubicle than a well-appomt- The Flonda meeting is the
son, ergonomics special- "Just because something is called'er- speciallsts when contemplating the ed office largest risk management confer-

< ist at Golder Associates gonomic' doesn't mean it is ergonom- purchase of equipment In addition, Offices typically aren't made for ence m the United States apart
Inc in Jacksonville, ically correct" she said, employers should examine worlang, but for meeting, she said In from the national annual confer-

Fla That means Employers can waste a lot of mon- research regardmg the design and ef- fact, much of the time, offices are ence of the Risk & Insurance Man-
first tabng a look at ey and time by buying equipment fectiveness of ergonomic equipment empty because the occupants are agement Society Inc

  the office work berng that doesn't fit office workers' needs, and furnishings meeting In someone else's space A Next year's conference wlll be
done and the people Ms Nelson noted And employers should remember workspace, Ms Nelson contends, Aug 6-13, 2001, at the Ritz-Carl-

doing it, rather than slm- One way to make sure the equip- that appearances can be deceiving should be "defined by the task," and ton in Naples Information is
ply mshmgoutto buy of- ment vell do the lobis to"test dnve "Don't get swept away by good cubicles "are designed for corporate available from Chuck Magazme,

flee equipment that is marketed as before you buy," she said "Most ven- looks," Ms Nelson said use " risk manager for the city of Boyn-
being ergonomically correct, she said dors have no problem lending you She also urged employers to con- The session was moderated by ton Beach, Fla and president of

Achieving the nght fit between stuff, becausetheywant youtobuyit sider the adjustability of furniture Ellen Rice, senior HR advisor in safe- the Palm Beach RIMS chapter He
equipment and worker is crucial, Ms Don't ever buy anythmg without and equipment Raising, lowering ty and health promotion for Jack- canbe reached at 561-742-6042
Nelson emphamzed checking it out first " That way, em- and making other adlustments helps sonvule Electric Authonty
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5/jilice/, Philmme /01 Wednesday, October 18,2000 8 - 11:45 am. Fairmont Hotel, Chicago EDI, PPO, HMO, RE-INSURANCE, LTD, STD. FLEX, DENTAL, AD*OC REPORTING, MEDICAL,
24 HOUR COVERAGE, DATA CONVERSIONS, VISION, MANAGED CARE, PRE-CERT, AWP, CLAIMS,

Fummial tic/,gth mui Program: The turbulence that characterized the 1990's and the dramatic changes taking EDITING, AUTO ADJUDICATION, ADA, BILL REVIEW, LIFE, COBRA, PREMIUM BILLING, CAPITATION,
Ihoft i 111 11 11 3" place in the insurance and financial services industry today are creating new challenges PCP, PRESCRIPTION DRUGS, EFT, UNBUNDUNG...

for tomorrow's customers Insurers, reinsurers, brokers, insurance buyers and industry
analysts are seeking an understanding of the emerging global insurance and financial 831 NORTH HERCULES AVE., CLEARWATER, FLORIDA 33765
services markets and how to tackle the challenges and opportunities caused by the impact (727)442·9296 FAX: (727) 4434936of new technology, changing government regulations, shifts in customer behavior, and
intense competition Toll Free (877) 807·4730 • www.witsoftware.com
In this context, a panel of industry experts will discuss the issues and address important
questions such as the following What strategies are needed to effectively manage change
and bring about innovative solutions to succeed in today's fast moving and dynamic CPCU® CIC and IIA Your Target
markets? Will there be intensified major restructuring and core business focusing? What

candidates Audience
new products and services will emerge to satisfy customer needs? What strategies will I guaree.ZKJUeaampm.t less time with

The Burnhariraystem · or yourmey back' is Here Now.
deliver improvements in the cost of operations, customer satisfaction, and quality; Ray Burnham. Op<*C!•.ae, Ak, Al=.Arm. Au Aai. Are

The seminar will help you find out what you need to do to become a solution 19 Ever*»thhg**091550 PLACE YOUR AD IN Bi
provider - offering the right products and services and implementing strategies that Call 1-888-BURNRAM Now!

KATIE enhance the organization's financial strength and profitabllity
C lIlli 1 1(11 111/1/111/ill' Panelists: Wiliam H Bolinder, member ofthegroup executiveboard, Zurich Financial Place your ad in this issue!

INSURANCE Services, K C Kidder, Risk Manager, Wells Fargo; Christopher J. Migel, Executive Vice
President, GeneralCologne Re; Kenneth H. Pinkston, Vice Chairman of Willis Group September 4 • Closing August 29MJ I 111'1112 hil 'f' 4f

Limited, and Cary McMillan, Chief Financial Officer, Sara Lee
SCHOOL

Moderator: Paul D Winston, Editor, Business Insurance Business Call now! (312)649-5340
l AL.' {4 AN, Hbi Fax your ad! (312)649-7937
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GLOBAL BRIEFS Using foresight, site by site
Paris-based AXA S A has an- Venue-based risk management teams plan for the Olympics' varied exposures

nounced the formation of AXA Corpo-
rate Solutions The new unit compris- By KATE TILLEY ment plan, which includes comprehensive cihty w111 seat 15,000 spectators dunng the
es the former operations of AXA Re, checkllsts, and each location wlll have volunteer Games, instead of its usual capacity of 4,000
AXA Global Risks and AXA's reinsur- SYDNEY, Australla-The 40 venues of the safety officers on duty at all times dunng the Mr Himmelhoch said the "dihgence level" did

ance buying arm, AXA Cessions AXA 27th Modern Olympiad include such diverse 10- Games The Olympic Coordination Authority, not vary much, whether the potential rlsk is
Corporate Solutions will operate as a cales as dormltones, a velodrome, concert halls, set up by the New South Wales government to "food spills, the classic way to get caught wlth
global entity, with the parent company a marina, beach-volleyball courts, an equestrlan oversee the bullding of all facilities for the shp and trips, or catastrophic issues, like a stand
headquartered in Paris and offices in center and a whitewater kayakmg course Games, has conducted property inspections, as collapslng "
London, Labuan, Miami, Milan, Italy, has the New South Wales Fire Bngade "The processes are there to make sure the

Montreal, New York, Sydney, Aus-
Malia, Singapore and Washington It SYDNEY

Accident prevention strategies are m place for catastrophes shouldn't happen," he said "We've
all sites, including the main venue for the implemented a lot of contingency planning "

will be headed by Jean-Marie Nessi, Games, the 1,900-acre Homebush Bay site, 10 Plans are m place, for example, for the emer-

chairman and chief executive officer 229LYMPICS rmles upnver from the Sydney central busmess gency evacuation of venues and for any medical
of AXA Re New York-based Amer- district While many venues are new, purpose- incidents
ican International Group, has been built facilities, others are temporary but w11 be Mr Himmelhoch said the size of the Olympics

granted a license to operate a non-life Risk management for the Olympics has to take used for "high-density operations" dunng the means that simple tasks can become complex
insurance company in Ukraine AIG into consideration the distinctive charactenstics Games, said Peter Hlmmelhoch, rlsk manager of "The Olympics environment can be dauntmg, it's
said AIG Ukraine will offer a full of each of the sites the Sydney Organizing Committee for the totally overwhelming," he said
range of property/casualty products to Key exposures at the vanous venues for the Olympic Games For example, he said, without direct access to

Ukrainian commercial entities and Games, to be held next month m Sydney, Aus- Olympic facilities include $320 milhon Aus- pubbc transportation from venues-transit fa-
consumers Igor Kovalenko, formerly tralia, include the structural integnty of build- trahan ($188 3 million) worth of temporary clhties are at the penmeter of venues to accom-
the marketing director of Ukrainian mgs, electncal safety, fire safety and crowd con- structures For example, a velodrome has been modate crowds-it would not be possible to call
insurer Aska, will be general manager trol expanded to accommodate 6,000 spectators m- a taxl to take home a person who may have col-
of AIG Ukraine The company will be Every venue has prepared a safety manage- stead of its original 3,000, and a field hockey fa- See Venues on page 51

headquartered in Kiev AMP Ltd.
has posted a profit of $525 million
Australian ($313 3 million) for the first
six months of this year The results are Moody's predicts
a welcome development for the Syd-

Vigilance urged on
ney-based financial services giant,
which recorded a $398 million Aus- Lloyd's losses
trahan ($263 4 million) net loss in the
first half of 1999, following ltS hostile

wo rker illnesses
purchase of GIO Australia Holdings By SARAH VEYSEY rently forecast for 2000, and we
Ltd in 1998 Disastrous performance continue to believe that a sig- By SARAH VEYSEY work, and Stopping it before

by GIO's reinsurance division ulti- LONDON-Lloyd's of Lon- nificant hardening in rates will more hves are needlessly put in

mately cost AMP more than $1 billion don is heading for three need to occur if the 2001 year of LONDON-One of the Unit- danger," John Monks, general

Australian ($572 4 million) Lon- straight years of losses, totaling account is to return a pi ofit " ed Kmgdom's largest labor or- secretary of the TUC, said in the
don-based Royal & SunAlliance PLC nearly £3 billion ($4 64 billion), Lloyd's forecaster Chatset gamzations is urging its mem- statement "Medical studies of-

has announced a new training initia- but the market's long-term Ltd in London lS also predict- bers to be on the lookout for ten lag behind new diseases,

tive for energy brokers A group of 18 prospects may be improving, ing a series of heavy losses new workplace diseases, in a and we need to get ahead of the
brokers took part in the first RSA according to Moody's Investors ahead Though its estimates are bid to identify "the next as- game We need to hsten to the
master class earlier this month The Service Ltd in London somewhat more conservative bestos " real experts, the workers them-

three-day training course was con- The ratings agency predicted than those made by Moody's, In a new campaign, the Lon- selves "

ducted by RSA energy specialists, a loss of £1 billion ($1 66 bil- Chatset has forecast a loss of don-based Trades Union The TUC said the effort was

Lancaster University and customer re- lion) for the 1998 year of ac- £714 million ($1 18 billion) for Congress is encouragmg union prompted, in part, by a report
lations consultants PN Associates count, £1 2 billion ($1 94 bil- 1998, and £557 million ($899 7 safety representatives to ask from the government's Health
RSA said it expected 100 more brokers lion) for 1999, and £700 million million) for 1999, based on per- their co-workers about any and Safety Commission on oc-
to enroll for the course before the end ($1 04 billion) for 2000 Under formance as of December 31, health problems they are expe- cupational health that urged
of the year Jacques Dubois, chair- Lloyd's three-year accounting 1999 "We have seen a profit of nencing umons to do more to raise

man of Swiss Re Life and Health system, the next accounting £578 million i $9592 million) "Industnal diseases identified awareness of occupational
North America, and Peter Ward, pres- year to close, 1998, will close on from the 1996 year turn into a by umons have historically led health issues on behalf of their
ident of the Insurance Institute of Lon- Dec 31 loss of £210 million ($339 2 mil- to tens of milhons of pounds members
don, have been appointed non-execu- Furthermore, Moody's said lion) (from 1997), and an even paid in compensation by em- "The idea behind this push is

tive directors of London-based Swiss that although the 1999 year of larger loss lS forecast for 1998 ployers or the government to to get individuals and their
Re GB P L C. and its operating compa- account was expected to see the of over £700 million ($1 16 bil- victims, and the older diseases unions to think much more

nies, Swiss Re Life & Health Ltc and bottom of the cycle and lion) Only a slight improve- are now, at last, being prevent- carefully about the kinds of
Swiss Re U K Ltd Internet fraud, prospects for 2000 were ment is promised for 1999, and ed by health and safety laws," work that they do, not so they
e-mail abuse, hacking and computer brighter, there was no guaran- there is no realistic hope of a said the TUC, an association of can all run down to court and

viruses are among the crimes set to in- tee of a return to profit for the return to profits before 2003," labor unions, in a statement an- take their employers to court,
crease over the coming 20 years, ac- 2001 year Chatset said in its annual fore- nouncing the initiative "But the but so that they can work to-
cording to new research published by In the "Moody's Lloyd' Glob- cast, released earlier this year process can be very slow-as- gether to look at ways of work-
the Assn of British Insurers The re- al Forecast (August 2000)," Moody's has placed loss bestos was first recognized as ing to, ultimately, move towards
search report, prepared for the ABI by Moody's blamed poor market warnings on 76% of the syndi- hazardous at the end of the 19th making work safer for everyone
the Building Research Establishment conditions and underpricing for cates underwriting in 1998, century-but it wasn't banned else," said a TUC spokeswoman
Ltd, also highlighted illegal uploading the predicted losses "The large 74% of those underwriting in completely until last year" "On the basis that RSI and

and downloading of content on Web losses forecast for Lloyd's are 1999, and 66% of those under- The TUC said it is calling stress were, if you like, the big
sites as a growing hazard Mary Fran- testament to the severity of this writing in 2000 About 40 % of upon trade unions to be "on the industrial chseases of the late

eis, executive director of the ABI, wel- current down cycle that has af- those predicted to return losses lookout for new workplace oils- 19905, there is obviously some-

comed the new research and said that, fected insurance and reinsur- for 1998 and 1999 are expected eases, in the hope of discovenng thing else out there, and rf it can
while insurance products are evolving ance worldwide," said Mark to have losses in excess of 15% the next big thing" after repeti- be identlhed before it becomes a
to meet the demands of new technolo- Hewlett, managing director of of capacity, Moody's said tive strain injury and stress problem, then you potentially

gy, companies should be on the look- Moody's European insurance While some classes of busi- "This isn t scaremongering, stop thousands of people from
out to prevent these crimes taking division in London "Although ness, such as auto and retroces- it's about finding out what's even gomg down that road and

place in the first place Sonia Fink market conditions are generally sional lines, are beginning to hurtmg and knhng people at See Health on page 52

has been named the new controller of improving, a sizable [oss is cur- See Moody's on page 52

Lloyd's Agents Ms Fink starts the
new Job at the end of October The
Lloyd's agency network has been in
existence for 190 years and now has

Concorde crash class action considered
400 principal agents located in malor By EDWIN UNSWORTHshipping ports around the world The class-action suit in the United States-where

network provides information on ship- court awards are generally considerably
ping movements and a marine survey- MOENCHENGLADBACH, Germany-An higher than elsewhere-will help his case
ing service Ms Fink, an independent attorney representing victims of the July 25 Clause 28 of the Warsaw Convention,

marine insurance consultant, will suc- Air France Concorde crash outside Paris has which governs air crash payouts, sets four
ceed Mike Stott, who is retiring after a said he may file a lawsuit-seeking class-ac- criteria for choosing the forum of a compen-
42-year career at Lloyd's Paris- tion status-in the United States on behalf of sation claim-where the ticket was sold,
based credit insurer Coface S A has some of the 113 killed where the airline is based, the location of the

entered into partnership with Dutch Christof Wellens, an aviation specialist airline's principal place of business, and the
bank ABN Amro to provide coverage with the Moenchengladbach law firm of Dr final destination of the ticket (BI, July 31)

for e-commerce trading between com- Backes, represents the families of 15 crash Mr Wellens said he believes there are 
panies in the Asia-Pacific region The victims and is in talks with the families of an- grounds for making a claim in the United 
new service will offer coverage to com- other 35 victims Mr Wellens said he expects States
panies carrying out transactions of be- to enter negotiations with Air France's liabil- He cites three reasons while most of the

PHOTO REUTERS

tween $1,000 and $100,000 ity insurers within the next few weeks He crash victims were German, one was The July 25 crash outside Paris was
said he hopes the possibility of bringing a See Concorde on page 52 the first-ever for a Concorde plane.
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Subway plans on track despite HSE concerns
LONDON-London Under-

ground Ltd. says that a letter from
the U.K. Health & Safety Execu-
tive outlining alleged shortcom-
ings with its safety efforts will not
derail its plans for a partial priva-
tization in 2001.

London Underground, operator
of the city's subway system, says
that it already has an agenda for
addressing many of the issues
raised in the letter.

The safety warning from the
HSE was contained in a letter to

London Underground that was
leaked to the public last week.

The letter was sent on Aug. 7 by
the HSE's principal inspector c·f
railways, Stanley Hart, and its

contents were reported by the
British Broadcasting Corp. later in
the day.

While emphasizir.g that the HSE
does not consider the problems
sufficiently serious to order a halt
to underground services, it did say
the HSE did not "have full confi-
denae" in the London Under-

ground subway's operating sys-
tems.

The alleged safety problems
identified in the HSE letter include

uncertainty about the chain of
command for safety matters fol-
lowing a recent management reor-
ganization; an increasing problem
of litter; lax signal maintenance;
and dangerous conditions in sta-

tions, mainly due to obscured signs
and painted safety lines.

An HSE spokeswoman said
these safety problems make it cur-
rently impossible for the executive

Current media reaction

to the HSE's letter

amounts to 'alarmist

scaremongering,' says
Derek Smith.

to approve London Underground's
"safety case," which is an official

Professional

Marketplace
HELP WANTED

MarketMembers is a well-funded financial

services start·up, operating e-DuctionsM, a
new, patent-pending payment channel for
employees. e-Ductions' is an employee
benefit that allows consumers to purchase
goods and services using payroll deduc-
tion as an interest-free form of payment.
We are seeking National Account
Executives who will enroll Employers in
our e-Ductionw program (see our Web site
www.e·duction.com). A qualified candidate
must possess the following:

• At least 5 years experience calling on
Fortune 1000 companies; and/or

• At least 5 years expedence in employee
benefit sales

• Strong work ethic and professionalism
• Ability to travel
• Windows/Microsoft Office proficiency
• BS/BA degree

Marke{Members is building our sales team
throughout the United States. We are look-
ing for candidates who will exceed our
expectations and advance into manage-
ment in our rapidly expanding company.
We have immediate openings in the follow-
ingareas:

New York • Chicago • Boston

MarketMembers offers a competitive salary,
bonus/commission plan, and an attractive
benefits package induding medical insur-
ance, stock options and vacation pay bene-
fits. Fax resumes to 302478·6254 or

e·mall to e-ductionjobs*mall.com.
To team more about e-Ductionw, go to
www. e-duction.com.

IMI
MARKETMEMBERS

HELP WANTED

*'Wh¢re Py*ssionals
In:ter* Their Careers"

E*ecutive
Recruiters

Nationwide

www. rmainc.com

HELP WANTED

HELP WANTED

• Risk Management
• Insurance Brokerage
• RMIS Technology
• Safety & Loss Control
• Claims Management
• Risk Management Consulting

15 James Street, Main Level,

Florham Park, NJ 07932
Call 973-765-9000
Fax 973-765-9009

Also Ask About Our

Temporary Opportunities

Emil & AssocIA,Es. INC.

RICHARD MEYERS

SAFETY MANAGER

HELP WANTED

The Central Illinois Risk Pooling Authority (CIRPA), which provides professional risk
and insurance management services to its members, is seeking a }rofessional with
outstanding management experience.

Successful candidates will demonstrate performance in building, implementing and managing
a modern and comprehensive safety program including staff.

Prerequisites include a Bachelor's degree and CSP certification (MBA or CPCU
highly desirable).

Experience in safety management including training, safety, loss prevention, legal
compliance and risk management. A minimum of 5 years of progressively more responsible
management experience is required including at least 10-years with an insurance company.
We offer a competitive salary and benefits. Please forward resume with salary history to:
CIRPA Administration, PO Box 3157, Bloomington, IL 61702·3157.

Equal Opportunity Employer M/F/DN

certification that its services have

been found to be running safely.
London Underground responded

to the letter with a public state-
ment, noting that the subway op-
erator had already provided HSE
with a comprehensive response as
to how it would address the con-

cerns raised in the Aug. 7 letter.
London Underground Managing
Director Derek Smith said a de-

tailed program of action address-
ing each issue has been sent to the
HSE.

Mr. Smith stressed that safety
would not be compromised as a re-
sult of Public Private Partnership,
the government's plans to partially
privatize the London Under-

'31'

HELP WANTED

DIRECTOR of CLAIMS
ADMINISTRATION

Well respected HMO in the Washington
DC region is seeking a Director of Claims
Administration. The organization serves
over 500,000 members and processes over
20,000 claims a week. We are seeking a
strong rranaged care claims executive
with at least 10 years of management
experience in the claims area, who has
re-engineered processes, and helped
implement new systems. Experience in a
regional or corporate office is a plus.
Contact: Hallie Travis, Tyler & Company,
Email: htravis@tylerandco.com; Phone:
704-672-1662; 1000 Abernathy Road, Suite
1400, Atlanta, GA, 30328.

HELP WANTED

Producer / Account Executive

New England Area

We are seeking a motivated producer
with a strong potential and/or an
established core book of business who

wants to grow with one of the area's most
dynamic and successful regional insurance
brokerage firms. We are based in Boston,
Massachusetts and have many clients
throughout the country. Our team of
professional staff is the best in the
industry, dedicated to delivering
innovative solutions and superior service.
Our compensation package is highly
competitive.

To learn more about our company and its
opportu,ities, please send your resume or
letter of interest to: Business Insurance,

Box 3133, 740 North Rush Street, Chicago,
Illinois 60611-2590.

Next issue: September 4 • Closing: August 29

ground. Those plans call for the
government to continue operating
the underground network as a
public-sector service but with the
private-sector taking over three
infrastructure companies.

Mr. Smith said current media re-

action to the HSE's latest letter

amounted to "alarmist scaremon-

gering." Mr. Smith said safety will
remain the purview of the public
sector after implementation of the
Public Private Partnership, with
the private infrastructure compa-
nies having "contractual and legal
responsibility to discharge their
safety duties as directed by Lon-
don Underground."

-By Edwin Unsworth

To p ace vour ad, contact Irais Amieshi

Phone: (312) 649-5340
Fax: (312) 649-7937
E-Mail: iamleshi@crain.com

Busints.< lusurmice, Classified Departille,lt,
740 N Rusli Street, Chicago, 11-60611-2590
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REQUEST FOR PROPOSAL REQUEST FOR PROPOSAL

REQUEST FOR PROPOSALS (RFP)
The Bi-kle Deve opment Agency requests pmposals for:

00*FP-2538-ET

RMIS & Claims Administntion System

Pfopogls are reques:ed kom quilified Risk Management Information System (RMIS) sof[Ware vendors to
providea comprehensive Claims Adminisiration and Risk Management Information System. The selected
Proposer shall lumisn all softwat E, hard*are installation smices, and materials necessaly to implement
and sucessfully opeute a compl, & systfm, inclusive of data conversion and training of Agency personnel.

PREPROPOSAL CONFERENCE

2:00 p.m. COST
Tuesday, September 19,2000

6th Floor Board Room

Bi-State Development Agency
1)7 N. Filst Street • St Louis, MO 63102

PROPOSALS DUE

4:00 pm.,CST
Monday, Odober 30,2000

Email requests lot cooies of the REP aid for submission oftechnical quesiions prior to proposal due date to
*Me@hiaotgor via facsimile ai 314/982-1558 b*ming Tuesday, Ssptember 12, 2000,

PropOSals fill be feceived by the Cortracts & Procurement Office, Mail Stop 131 of the Bi-State
Develolment Agency, 707 N. F st Streft St. Louis, MO 63012. Any proposals received after the dates(s)
and time(s) 'elerred to above wN be retrned to the sender unopened The right is reserved to accept any
proposal orany part of parts ttereol or to reject any and all proposals. Acceptance of any proposal is
subjec to Concurfer.Ce by the 11 iiois D:partment of Transportalion (and the United States Department of
Transportation)

DISADVANTAGED BUSINESS ENTERPRISE (DBE) GOAL

The Agency has determined :hal a Disadvantaged Business Enterprise participation goal is not
recom landed. Hovevef, the N,nc'/ is committed to maximizing DBE pafticipalion All Proposets are
Sttongy enCOunged to allord thise firms the maximum oppodunity to participate as paftnefs. All DBE firms
are in¥.led to fully participate in Ns procurement as a primaly Proposer of as a partner with another firm.

COntrectof Wi|| be requifed o comply with all applicable Equal Employment Opportunity laws
and relulatblns

Any coninct resu ling from tils RFP is subject to financial assistance contracts between Ihe
Bi-Stale Development Agenc-, th: United Slated Department of Transpoflation and the Illinois
Depaftmell of Tmnspoation

81-STATE DEVELOPMENT AGENCY OF THE MISSOURNLUNOIS METROPOUTAN DISmICT

WE ARE AN AFFIRMATIVE ACnON EQUAL OPPORTUNITY EMPLOYER M/F

Looking for a candidate to fill the iob?
Business Insurance Classifieds assure top quality results! When the most talented Businessmen and women in the insurance industry want to make a move, they turn to ...
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Olympics ty for 326,000 employees The TMF is But the wordings were based on terrorism or other polltical nsks that actions"
managed by the Sydney-based insur- regular coverages, along with a broad could interrupt the networks' ability When claims occur, the initial, prl-
er GIO Austraha Ltd, a subsidary of range of endorsements and some par- to provide global coverage mary commumcation wlll come from

Continued from page 1 AMP Ltd ticular wordmg changes to suit Fees paid by broadcasters, which a venue's loss investigator "When
cal property and business mterrup- Pohcies purchased by SOCOG from SOCOG's circumstances For exam- are a pnmary source of revenue for something does go wrong, we need to
tion at venues, pubhc hability, trans- AMP General Insurance Pty Ltd in- ple, the professional indemnity insur- Olympic organizers like SOCOG, get information quickly and look at
portation problems, major incidents, clude property coverages with hmits ance pollcy is wntten on an occur- might be contractually reduced by' the potenbal claims at the scene," Mr
secunty risks, technological nsks and of $2 biion Australian ($1 18 bilhon), renee basis, rather than a claims- such an interruption In the area of Himmelhoch said
nsks associated with the SOCOG's pubhc hability, directors & officers made basis, because of the short dura- pubhe hability, Mr Himmelhoch's Dunng the games, a claims team
massive workforce coverage for SOCOG officials, profes- tion of the SOCOG organization key concerns are injunes to individu- made up of risk management, msur-

A comprehensive property/casualty sional mdemnity, medical malprac- "Most available endorsements were als, whetherthey are competitors, em- ance and legal personnel will meet
insurance program was placed with tice, aviation (charterers' hability), purchased and apphed," Mr Turner ployees of SOCOG or spectators daily to "decide our strategy on each
Sydney-based Insurer AMP Ltd, motor, manne and manne transit said SOCOG placed a pubhc hablhty in- claim"
which is a sponsor of the Games Mr "It's relatively simple in insurance surance pohcy with AMP, and SO- AMP's Mr Turner said the daily m-
Himmelhoch said the coverages are terms, lust voluminous," Mr Himmel- COG employees also are covered by cident review meeting w]11 look at ev-
not too dismmilar to regular commer- hoch said of SOCOG's msurance pro- 'There will be small statutory workers compensation cov- ery incident and assess the hkehhood
cial insurance pohcies, but with "pret- gram Core pohcies were negotiated erage A personal accident pohcy was of claims "We'11 report on open and
ty broad wordmgs," limited exclu- and placed by September 1998 property losses, I'm arranged for volunteers, and contrac- running claims and make decisions on
sions and low deductibles The low Scott Turner, AMP's Olympic pro- sure, and a few slips tors are responsible for obtaining the appointment of mvestigators or
deductibles are necessary, the nsk ject manager, said the property pc,h- workers comp coverage for their own adjusters, usmg external legal repre-
manager said, "basically because we cies cover the Olympic venues forthe and trips,' says AMP's employees sentatives as required," he said
can't recoup losses, and we need cer- duration of the "exclusive-use pen- Scott Turner. The cost of medical care for the en- Winle Mr Himmelhoch called a

tainty in our budget " od " That penod vanes by venue, ac- tire "Olympic family"-10,200 ath- zero claims target "unreahstic," he
The program Includes coverage of cording to the work required to con- letes, 5,100 coaches and team officials said that his research shows Atlanta

installation and marine transit risks, vert the facility to Olympic use and and more than 100 representatives of had about 1,200 incidents, of which
as most of the Games' temporary dismantle equipment later For exam- In contrast to the practice in past international sportmg bodies and the only 40 resulted m hablhty claims
grandstands were imported to Aus- ple, the Sydney Aquatic Centre has Olympic Games-mcludingthe 1996 International Olympic Committee-is "Allorganizing committees am differ-
tralla from Europe been closed for pubhc use since July, Summer Games m Atlanta and the insured through an extension of Aus- ent, but that's not an unreasonable

The owners and operators of most while temporary grandstands are be- 1998 Wmter Olympics in Nagano, talia's government-funded health 'guesstimate' level" for Sydney, he
Olympic venues have obtained their mg installed Japan-SOCOG chose not to pur- plan, Medicare said All were pubhc habillty claims,
own commercial Insurance coverage, Mr Turner said that part of AMP's chase cancellation and abandonment Mr Himmelhoch said the Medicare he noted, with "some minor property
Mr Himmelhoch noted sponsorship deal for the Sydney coverage (BI, Aug 31,1998) arrangement offered a low-cost way claims"

For example, the construction and Games mvolved paying the premiums Mr Ammelhoch said the hkelihood of providing medical coverage for any "It was a profitable exercise for the
operation of Stadium Australia, a key on SOCOG's behalf He would not of cancellation was assessed and is injured athlete or official, and it had msurer," he noted
venue for many Olympic sportmg disclose the amount of premium, nor considered a "residual risk outside been a selhng point m Austraha's mi- AMP's Mr Turner said he ts expect-
events, is financed by a bond issue the value of the sponsorship deal our own business inten·uption cover" bal bid for the Games National teams mg the claims process to "run very
The construction and development He also would not disclose the that did not warrant paying for cover- also may have their own, separate well There wall be small property
costs of $519 milhon Australian amount of reinsurance purchased by age The price and capacity available coverage arrangements The U S losses, I'm sure, and a few shps and
($305 3 milhon) were met by the bond AMP for the Games' insurance pro- for coverage of the nsk "didn't stack team, for example, receives free tnps "
proceeds, and the New South Wales gram, revealing only that it is "a very up," he said health care coverage under a deal Mr Turner said the insurer is at a

government also wlll incur costs of large amount " The"bulk" of the rein- Andrew Mellors, New South Wales with the Chicago-based Blue Cross & distinct advantage because of the dai-
$77 milhon Australian ($45 3 milhon) surance coverage, Mr Turner said, is manager for Oceanic Underwnting Blue Shield Assn (BI, Feb 2,1998) ly meeting schedule "Most chents
for some initial design and construe- placed with the Australian offices of Pty Ltd m Sydney, which wntes con- Mr Himmelhoch said that, statisti- don't have a hve incident reporting
tion work and the reconfiguration of mtemattonal reinsurers Some excess- tingency coverage, said it is "the first cally, he expects few medical claims system This gives us the opportunity
the stadium after the Games layer coverages were placed directly time anyone can remember contm- Claims levels were very low in At- to get m and proactively manage

Stadium Australla Management mto the London market gency covers not being bought by the lanta, he said claims and mitigate losses It's real-
Ltd of Sydney had a contract to build SOCOG used Sydney broker Olympic organtzng committee itself " Although the Olympics is one of the time claims handhng," he said
the stadium and wlll operate it until Chambers Gallop MeMahon Pty Ltd Mr Mellors, who has been placing biggest pubhc events ever staged in While SOCOG's insurance pollcies
2031, when ownership passes to the as a consultant, and AMP used Heath contingency coverage rn Austraha Austraha, Mr Himmelhoch's nsk are m effect until March 2002, Mr
New South Wales government Remsurance Brokmg Pty Ltd and and London for 15 years, said that management team is relatively small Turner is confident that most claims
SAML is responsible for insuring the the remsurance arm of Marsh Pty coverage would typically have been It consists of a core team of four indi- wlll be "wrapped up" by Janualy or
venue, which is m the heart of the Ltd to place reinsurance purchased in the London market, viduals, who are augmented by the February of next year "I expect
Olympic Park at Homebush Bay Mr Turner, who was appointed where there easts sufflc.ent capacity use of consultants "We don't need the there'll be a few claims after the

Most Olympic venues are owned by AMP's Olympics project manager in But SOCOG, he estimates, would resource for long, so we contract in, games that sllp through the incident
the New South Wales government, so December 1998, said that a key prop- hkely have been required to pay a get the lob done and move on," he reportmg network," he said
rtsk management and loss control for ertynsklS the international broad- minimum premium of $10 nvllion said "Wehaverapidspurtsofgrowth, Mr Himmelhoch said he also ex-

those facllities are the responsibility castmg center Austrahan ($5 9 milhon) to "protect and you can't staff for that, so we need pets his job to be finished by January
of the government's Treasury Man- He said negotiations for the cover- ajl contingencies" to outsource " 2001, but that goal "depends on the
aged Fund, a self-msurance fund es- ages were "dificult," because "we Mr Mellors said that underwnters One of Mr Himmelhoch's personnel tail" and bemg sure that the under-
tabhshed by the NSW government on wanted the broadest possible cover had expected SOCOG to place cover- challenges, he said, was finding "good wnters have all the data required to
June 30, 1989 The TMF insures assets for SOCOG Because of the sponsor- age for potential problems resultmg safety people " Mr Himmelhoch said wrap up any outstanding claims
valued at $38 15 bilhon Australian ship arrangement, it was not a normal from a breakdown of television he found it difficult to find "teehni- And then, Mr Hiniinelhoch said, he
($22 44 bilhon) and workplace habh- commercial arrangement" broadcasts caused by, for example, cians who could translate issues Into plans to take a vacation Ell

Venues venue, with ambulance and fire bn- cameras" "operating m a total vacuum," he said teams, Mr Ammelhoch said The see-
gade personnel responsible for their And that is only for the internabon- SOCOG is relying on a bus/rail/fer- nanos served to "bnng to hfe difficult
respective areas al broadcast that wlll be fed to the 180 ry network to take participants and situattons and tragedies," he said

Continued from page 49 "Pollce are the lead agency, and rights holders Australla's Channel 7, spectators to Games venues, pnvate In addition, a senes of information

lapsed but doesn't need an ambu- they coordinate with fire and mechcal which has the exclusive right to transportation is not permitted Mr packets was released regularly to the
lance personnel," Mr Himmelhoch said broadcast the Games within Aus- Himmelhoch conceded that, while venue teams The teams worked

Bad weather is a potential nsk, but Every venue manager has been tralla, has its own equipment to catch parking issues were resolved, an mci- through the packets, developing re-
Mr Himmelhoch said he is "an eter- drilled on what to do if something moments of sigmficance to Australia dent in the pubhc transportation net- sponses to hypothetical situations
nal optimist " Nonetheless, plans are goes wrong with computer hardware The resulting coverage becomes, Mr work could create a domino effect Each venue team held simulation ex-

m place, particularly at the outdoor or software They also have been test- Himmelhoch said, a seamless mix of The Olympic Roads & Transport ercises to test communication strate-
venues, to deal with mclement weath- ed on managing the relationships in- "the intemational and the parochial " Authority is responsible for traffle gles and interactions wlth pollce, and
er There are practical concerns from volved "With people mputtmg data, For example, when Australlan and transportation concerns, but it they worked through "desk-top sce-
the weather, such as the hkehhood of for example, if there are breakdowns swimmer Kieran Perkms won a gold coordinates with SOCOG and the nartos" on computers
mud bemg tracked onto the stands, m communication, (venue managers) venue management teams Every ven- In July, SOCOG held a three-day,
parking problems at offsite lots, and know how to amend the problems " ue has a transportation manager, and non-stop simulation exercise to test
technologlcal womes, such as damage With masses of data to be recorded 'Our aim is to get Mr Ammelhoch said that commum- what Mr Himmelhoch descnbed as

to electncal equipment, that have and transmitted, there is ample op- cation channels "must be robust ' to "middle-of-the-road issues " The ex-

been considered and planned for portunity for a problem to occur with problems resolved quickly ensure there is no breakdown "Our ercise mcluded a combination of what
The management team from each the mformatton systems at each of the to reduce complainls,' alm o to get problems resolved quick- he called "regular" mcidents "They

venue has been taken through scenar- venues Data w11 be fed to broadcast- ly to reduce complaints," he said could all happen, but not all at once,"
ios that range from safety hazards to ers m the 70,000-square-meter mter- says SOCOG's Peter Mr Himmelhoch said the trans- he said The mcidents Included a gas
personnel problems national broadcasting center and Himmelhoch. portation authority had "done a lot to leak, mechanical failure on the Syd-

"How do we deal with classic hu- broadcast intemabonally "almost im- address actual and perceived trans- ney Harbor ferne, sexual harassment
man resources issues, like unfair dis- mediately " It wlll also be fed to jour- port problems" at Atlanta Still, he complaints and bad weather
missal claims, sexual harassment, for nalists at every competlbon venue and said, there could be "no absolute as- Good communications and an ab-

example? With 60,000 contractors and the main press center medal m the 1,500-meter freestyle at surance that eveythmg wlll be nght" sence of fatigue are important factors
46,000 volunteers, the Job is large," The Sydney Olympic Broadcastmg the 1996 Games m Atlanta, the image To plan for malor incidents, the in "making good decisions when
Mr Ammelhoch said Organization, a division of SOCOG, of his joyful gnifnend-now his SOCOG nsk management team as- thmgs go wrong," Mr Himmelhoch

Major-incident planning has oc- wall broadcast television and radio wife-crymg m the stands was sembled an advisory group of experts said In the simulations, they allowed
curred at every venue, and emergency signals to nghts holders globally beamed into almost every home m The group Includes Peter Bush, chief those involved to "make better judg-
services personnel have been drilled Mr Himmelhoch said he is confi- Australla That image was probably operating ofheer at Arnott's Ltd , an ment calls In the heat of the battle "
Mr Himmelhoch said that the system dent there wall be no ghtches "Out- provided by the Australian network, Australian cookie manufacturer that Consequently, Mr Himmelhoch
dffers from that used m Atlanta be- side broadcasting is a relatively ro- with coverage of therace itself commg suffered a ma]or extortion and prod- said, valuable lessons were learned
cause it is "a clear, mmple model " A bust medium, it's tried and tested from the mternational signal, Mr uct tampering incident m 1997 (BI, and "sensible changes" were made
senior New South Wales pollce offi- technology," he said Bmmelhoch said March 24, 1997) that would make the occurrence of

cer, at the level of inspector or chief "Redundancy is built m," Mr Him- The Olympic broadcasting organi- The nsk management team put to- such incidents "more sunnvable "
inspector, will be m charge of coordi- melhoch said "At the aquatic events, zation has responsibility for its own gether powerful presentations for "I'm bloody glad we did it then, not in
nating emergency services at every for example, there are 23 separate contingency planning, but it is not members of venue management the Games," he said
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Health about their bodies and the kind of Job that"substantial numbers" of former a diagnosis But we have actually w- Europe
they do, the way they sit, the way Vmatex workers were suffering from terviewed doctors, and they tell us The TUC campaign against back
they stand, the height and width of "cancers of the hver, bladder, skln that they don't look at a person s strain wlll target women, who the or-

Continued from page 49 their work stations, that kind of and other organs, as well as respira- work history to see what might be the ganization says are mistakenly per-
suffering 111 health," the spokeswom- thing," said the TUC spokeswoman tory and psychological problems" matter " ceived to be less at risk from back

an said The TUC's latest occupational "One of the things we wlll carr- problems than men
The Leicester, England-based In- health initiative coincided with the paign to do is to make (general prac- A TUC study on back strain ln

stitute of Occupational Safety & release of results of an investigation 254,000 women in the tltloners) more aware of the possibili- younger workers revealed that young

Health, an professional organization Into health problems suffered by ty of working people bemg exposed women are more hkely to expenence
for health and safety managers, said workers at a plastics factory owned U.K. experience work- to all sorts of substances," he said back strain than are men-35% of
it was producing a pollcy statement by Vinatex in Chesterfield, England related back strain "We are going to ask the HSC :0 women, compared with 30% of men
on occupational health for its mem- The study Into the health of workers draw up a checklist for (general prae- m the age group of 16 to 24 yeaii Ac-
bers "One of the recommendations of at the factory, which closed m 1986, each year, says the titioners) to have at their (offices) that cording to the report, individuals

(the policy statement) is that safety was earned out by a local trade Trades Union Congress. they can look at and where there who work in nursing are just as like-
professionals should undertake more umon, the Trade Umon Safety Team, rmght be the possibihty that a person ly to have to hft: or move heavy loads
training for health Issues," sald Hazel and researchers at nearby De Mont- nught have a condlbon caused by as are those who work m construe-
Harvey, head of professional affairs fort Umversity their work Then they can go to the tion The report also revealed that
at IOSH "Also recommended 15 The two-year study, which was As a result of the study, John checklist and idenbfy the cause It 28% of women in the United King-
working with safety representatives, completed this year, looked Into the Knight, the chairman of the Trade should be a relatively easy thing :o dom have to 11ft or move heavy loads
not just union-based, to bring occu- hver function of former workers at Umon Safety Team, said he would be do " for more than one-quarter of their
pational health Issues more to the at- the Vinatex plant who came mto con- asking the Heath and Safety commis- In October, the TUC Mlllaunch a timeatwork, and that 51% of young
tention of employers " tact with vmyl chloride monomer, a mon to draw up a checklist of work- nationwide campaign to tackle the women at work have to hft or move

As part of its initiative, the TUC is chemical used in the production of related health questions for use by problem of back strain at work 'he heavy loads 'Ihe TUC also discovered
encouraging safety representatives to car seats and plastic wrap, among general practltioner physicians. TUC estimates that back strain costs that 254,000 women expenence

use a technique called "body map- other things, and that is the base in- "One of problems is that the last businesses in the United Kingdom 44 work-related back strain m the Unit-
ping," in which an employee marks gredient of polyvinyl chlonde The question (a general practitioner) wlll milhon lost-work days annually It ed Kmgdom each year Additional re-
where on the body he or she is expe- TUC helped fund the study, which ask is, 'Where do you work?' " Mr said that the problem is prevalent in sults of the study, which was com-
nencing pam or discomfort "The was prompted by fears that cancer Knight said "If they asked, 'Where Continental Europe as well, and that pleted earher this year, unll be re-
idea, with body mappmg, is to get rates among formet Vmatex workers do you work?' as the first question, back strain affects 30% of workers-- leased when the campaign is
people to thlnk much more closely were unusually high The study found then they would start to get clues, get some 44 milhon mdividuals-across launched lim

Moody's low levels It is a good example of without a significant Increase in bottomed out now-well, OK at to a Lloyd's syndicate for the frrst
the fact that, yes, you can have 5% rates across the board least things aren't golng down-but time ACE Ltd unit ACE Global
to 10% rate increases, but you need "The way we see it is that 1999 is there is still a long way to go up ' Markets composite syndicate 2488,

Contnued from page 49 much more in a number of those the bottom of the cycle, that rates "We are not saymg that there R111 the largest at Lloyd's, with £600
see drastically improved rates, re- classes " generally are improving for 2000 not be a significant hardening in mIllion ($969 2 million) in capacity
covery is patchy in other sectors, But such was the depth to which rates-there could be, and, I think, for the 2000 year of account, was
according to Moody's The auto rates fell up until 1999 that there is there needs to be to get the result awarded an Aa2, or excellent, rat-
sector, however, is predicted to re- 4We are extremely a very long way to go," he said "If into profit," Mr Simpson said ing The financial strength ratlng is
turn a 21% loss in 199 Moody s we are currently forecasting a loss Mr Simpson noted that Moodq's directly comparable to those
predicts that sector will record six delighted that Moody's of £700 milhon for 2000, then going predictions were based on normal awarded to other insurance enti-
consecutive losing years, from 1995 have extended their. . . from that to a profit in one leap can loss experiences for 200 and 2001 ties
to 2000 be done-of course, lt can be "Obviously, if 2001 had a very good "We are delighted that Moody's

Marine business was singled out ratings to Lloyd's,' says done-but I think we think that we loss experience, then that would have extended their established
by Moody's as the class that is hke- John Charman. would need to see a significant help considerably Conversely. it and widely recognized insurance
ly to be the worst performing m hardenlng m rates could have a very poor loss expen- ratings to Lloyd's syndicates," said
1999 and 2000, due to the fierce Mr Simpson said that there cer- ence," he said "I think we are list John Charman, chief executive of-
competition and rock-bottom pric- tainly is the potential for rates to trying to tell people that there has ficer of ACE Global Markets in
ing that has been prevalent in that "One exception,' Mr Simpson recover significantly for 2001, and been a lot of talk that 2001 could be London
line in recent years said, "is marine reinsurance, where he added, "I think we could see a a big turning point-and I hope

"The marine sector is improving the results have been very, very bad much more marked improvement that is the case, it could be .he Coptes of "Lloyd's League Tables
very slowly It is certainly one see- and there has certainly been a of 2001 over 2000 than 2000 over case-but to talk in the same and 2000 Auction Review" are
tor where, if you look at hull bum- hardenmg of rates-that has had to 1999 " breath that Lloyd's is definitely re- available for £103 ($155 53) from

ness or energy business, things happen In marine m 1999, rates But he warned that there is still a turning to profit, I think, is maybe Chatset Ltd, Pemnsular House, 36
have probably bottomed out and continued to fall further As for long way to go before the market a bit premature against what we Monument St, London EC3R 8LT,
the upward turn is happening, but 2000, we haven't really seen signs can realistically hope to show a have seen for 1998,1999 and 2000 " 011-44-207-648-4549 The Moody's
lt lS happening very slowly at the of much improvement Hopefully, profit "It is still patchy," he said Meanwhile, Moody's last week report ts avaitabte only to the com-

moment," said Dominic Simpson, that is going to change much more "And where people say thmgs have awarded a financial strength rating pany's subsenbers
senior analyst at Moody's in Lon- significantly for 2001 "
don "It has been so competitive for Mr Simpson said that there was
the last few years that rating levels a chance that Lloyd's could return burst tire, which is suspected as hull-and-hability basis, according
have really dropped to very, very to profitability in 2001, but not Concorde the cause of the accident, was to a spokesman for the Paris-

manufactured by the Goodyear based Federation Francaise des
Cont:nued from page 49 Tire & Rubber Co in the United Societes d'Assurances, an insur-
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American, and that the victim's States ance trade group The spokesman
relatives could take their case to Mr Wellens refused to disclose said the primary insurers were La
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Domicile and consolidate all the captive op- "It gives us the opportumty to see if
erations in the Vermont captive we learned anything the first time,"

If market turns. One of the steps involved in the Mr Stangle said
Continued from page 2 liquidation of the Bermuda compa- Corning Inc has had a captive in
offshore domiciles," Mr Douglas ny was a portfoho transfer of its as- Bermuda for 25 years, according to
said sets and liabilities to the Vermont Brian D Casey, director-risk man-

you'll know it Pat Stangle, direc:or-risk man- company agement and loss prevention at the
agement for Contran Corp /NL In- The liquidation also required the Coming, N Y -based company Last
dust'les Inc in Houston, reviewed execution of assignment agree- year, however, Corning formed a

Is the property/casualty marketplace really turning the corner?
his company's experience with relo- ments-which transfer insurance Vermont captive, and now the com-
eating and consolidating captives coverage in force-by all ceding pany is exploring the possibility of

I'llbehevethe current talk of nsing rates and shnniong Contran has two Vermont-dorm- companies and reinsurers doing forming one in Dublm next year
capacity m the property/casualty msurance and remsurance ciled captives, both of which were business with the Bermuda captive The moves are not a reflection on

marketplaces when I see it previously domiciled in Bermuda, "I will tell you, this was by far the Bermuda, Mr Casey suggested, but
It has been so long smce domg busmess was anythmg but he noted most painful part of the process for rather a reflection of Corning's

cutthroat that I wonder if people m the commercial insurance Mr Stangle explained that m us," Mr Stangle said growth and changes in its focus

business can really recognize a tightening market. 1990, when the company was di- Based on his company's experi- "I don't want to give anyone the

Those who are old enough to have hved through a tight market vesting itself of a subsidiary, one of ence, Mr Stangle had several sug- impression Bermuda's dying," Mr

may have forgotten its charactensttes, given that many of these its Vermont captives, NL Insurance gestions for compames considenng Casey said "It's still a very creative

mdividuals must be approachmg the age when the memory fades
Ltd of Vermont, was formed as a redomestication and dynamic market for captives
unit of a Bermuda captive, NL In- • Never underestimate the time it and busmess m general

or, at least, plays tncks Many others mvolved m the bumness of surance Ltd , that originally was a will take to complete such an un- Often, Mr Casey noted, compa-
msurance and remsurance today have never worked m a so- unlt of the company bemg spun off dertakmg nies may "unconsciously" find
called tlght market The company determined it want- • Expect every party that must themselves with multiple captives

Thmk about it The last broad-based tight property/casualty ed to consolidate the operations of execute an assignment agreement because of mergers and acquisi-
market ended m 1987 If we assume a minimum age of 22 for the Vermont captive and its Bermu- with the captive to use that as lever- tions, changes in law, local regula-
gettmg mto the busmess, it follows that anyone under 35 hasn't da parent in a single domicile 'We age to gain something for them- tions or a lack of redomiciling laws

worked m a bght market were either going to move every- selves m certam domiciles

Add m a couple more years for graduate school, combmed with thing to Bermuda or everything to "It's human nature 'If you want But, he said, "Obviously the best

a few years spent working in some other bumness before entermg
Vermont," Mr Stangle said me to do something, what's in it for decisions are conscious decisions

In deciding where to locate the me?' " Mr Stangle said Do your homework and check out
nsk management, insurance or reinsurance, and, realistically, we captive operation, some of the con- • Work with attorneys who have the domiciles"
can say that nearly everyone under the age of 40 m the busmess is siderations were the two domiciles' done such transactions before to Some of the factors that could

unschooled in the ways of a tight market willingness to accept third-party make sure all the necessary details contribute to a decision to operate
To remind those who have forgotten what it means to do business, their investment and re- are attended to up front multiple captives are opportunities

business m a tlght market and to enlighten serving restnctions, costs, coverage • Meet with regulators early in to benefit from specific regional ad-
those who have never worked m one, let me flexibility, tax ramifications and the process and determine what vantages, decentralization of the

share with you what I think wtll be some various subjective issues they will require to approve the company's risk management, dif-

clear signs that the marketplace again "Both companies had a good plan and what aspects might trou- ferent classes of business in differ-

belongs to the sellers chunk of third-party busmess," Mr ble them ent areas or the world, tax manage-
Stangle said And, he noted, "one of • Pick a good captive manager ment issues, or specific purposes for

It is not just about pncing, either Never the captives had securities of the Now, Contran is examining the the different captives, Mr Casey
mindthata sure sign of ahard market is parent that were being used to meet possibility of moving one of its two said
that the msurergets the order for a higher capitalization requirements " Vermont captives to Dublin so it And, he noted, "It's always good
rate than was quoted There are many more Ultimately, the company decided can write coverage on a direct basis risk management practice to have
seismic unfts that occur in a marketplace to hquidate the Bermuda company for its European Union operations more than one option " [al

where the seller is kmg than merely the
doublmg and tnplmg of rates

For starters, a new clvlhty erupts m the Web holds captive uses
marketplace Risk managers say "please" to

their brokers and mean it. Brokers not only say "please" but they
are actually pohte to their insurers and reinsurers, treatnng them

Internet could aid information flow, reduce costs: Speaker
with newfound respect And no one argues over pollcy wordmg By RODD ZOLKOS Motzfeldt are ways it can tap e-business, Mr

New slolls are brought to bear m a hard market Underwnters • Improved control of the flow Boone said, including its rlsk man-
no longerpnce bumness based on what wlll land the account, BURLINGTON, Vt -Much as the and quahty of mformation between agement and captive applications
they actually underwnte the nsk Brokers exercise the art of Internet is changmg other aspects of subsidianes "We look at e-commerce as lm-

negotiation, not mtimidation. And nsk managers once agam life and business, it stands to play a • Cost reduction "The Web allows proving our processes and Improving

spend time diferentiabng their nsks from those of other significant role in the future of cap- you to be more places at the same our efficiencies," Mr Boone said

companies m the same Industry tive msurance time," Mr Motzfeldt said "Anything technology can do to re-

Who picks up the tab is reversed m a hard market Risk "It's safe to say that e-commerce • Efficiency, comfort and conve- move stress and remove burdens

managers buy their brokers lunch, and brokers grab the tab
and e-business m general is changing nience from our people, agam, think of it as

the way we hve," said Frecrik a risk management strategy Our
when dming with msurers-m the few instances when anyone Motzfeldt, who moderated a panel on Af- people are the biggest asset we
has a spare moment to eat out the "e-captive environment" earher have "

Whose job is at stake changes The nsk manager firesthe- this month at the annual conference Vermont E-busmess wlll make the risk

broker instead of the underwnter, even though the underwnter of the Vermont Captive Insurance CAPTIVE INSURANCE manager's life considerably easier,

isn't returning the rtsk manager's telephone calls anymore. And Assn In Burlington, Vt ASSOC"ATION "because there's going to be informa-

the nsk manager who took credit for insurance that was pnced "The consumer has access to a tion available, we know where to get

below its loss costs is defimtely looking foranew lob wldevanety of resources and a wide • Internal and external expecta- lt, lt'S gomg to be consistent," Mr

Who is higher on the food cham at sportmg events is turned variety of products," Mr Motzfeldt tions As customers grow to expect Boone said

topsy-turvy The best seats a nsk manager can get from a broker said, and if those options are avail- ease of access to information, "if you "At the present time, domg bum-

at any Sporting event cause nosebleeds The brokers' center-
able to the general pubhc, why not in don't dehver you're gomg to become ness online is really taking a back
the captive industry? invisible," said Mr Motzfeldt seat to accessing information and

court/50-yard-lme seats are occupied by the underwnters And For captives, Mr Motzfeldt said, • Competitive pressure moving information on a more time-
nobody has time to play golf there are to be two obvious types of • Technology, which has made it ly and efficient basis," the risk man-

One-stop shoppmg no longer easts The broker adrmts that the e-business strategies crafting a Web- easier and less expensive to have a ager said
expertise of another company is needed to help place or service a enabled captive with the World Wide Web site At J S Alberiel, "The intranet has

piece of busmess And underwnters return to the practice of Web serving as an information facil- Obstacles to an effective captive e- become our accepted methodology of

quota-shanng nsk itator and a lead generator, or tap- strategy could include the time and communicating within the compa-

The language of the business also changes Risk managers start ping Into a Web-generated revenue effort mvolved m creabng the sys- ny," Mr Boone said

talking about self-Insured retentlons, not guaranteed-cost stream with the Internet presence tem, hmited interaction, changes to The company uses its intranet to
serving as a means of generating the status quo, secunty concerns, the post manuals and rate information,

pollcies. Loss histones are considered meaningful And so-called quotes and promoting business lack of universal access to the Inter- provide Information about safety
long-term relationships exceed 12 months "It's my opinion that either one net, legal and regulatory obstacles, or performance and lessons learned, to

Furtherrnore, there is a whole new hierarchy at mdustry could be a valld e-captive strategy," traditional distribution channels- provide a forum for "toolbox talks"
conferences Risk managers show up at booths of brokers and Mr Motzfeldt said "local fiefs"-according to Mr and human resources information,
insurers totlng bags full of trmkets sporting their company logos "The traditional nsk management Motzfeldt and to post relevant articles

m the hopes of bemg moved up the hst of clients' calls to mtum. captive process tends to be paper- "It's fair to say that there a number The use of the mtranet to dissemi-

And all the hospitality suites at the conferences am BYOB. driven and tends to be very time- of obstacles that we have to over- nate safety information is "absolute-

I may be exaggerating, but if you can't see yourself domg consuming," Mr Motzfeldt said come before we can go forward full- ly huge," Mr Boone said "It's also an

bumness under these conditions, the good news is that it's a great "The customized Web could give force with an e-captive strategy," Mr area of concern "
your chents access to hve, up-to-date Motzfeldt said "One of the big ones On one hand, "The best way to im-

time to make a career change while the overall economy is hot mformation from the nsk manage- is time and effort " prove your safety performance is to
and employers m many mdustnes are beggmg for new hires ment department " Jim Boone, nskmanager of J S Al- learn from something that has gone

It rmght be eamer for some to learn rocket science than to And the nsk manager could bene- berici Construction Co, a St Louis- wrong," he said
change habits learned over the last 13 years m the buyer-is-lang ht from taking the captive busmess based heavy industrial and general But on the other, "When you devel-
and lower-pnce-for-all property/casualty marketplace. online as well, he said ' You, as the building company, noted that bum- op the information, the lessons

Publisher and Editonal D:rector Kathryn J Mcintyre's risk manager,can also use the Web to ness-to-business online enterprises learned, you have essentially done an

commentary appeays fortnightty and on
very effectively momtor what your are popping up in the construction accident investigation," the risk
local subsidianes are domg," Mr industry with increasing frequency manager added "Now you're posting

www.bustnessinsurance.com. She can be reached at Motzfeldt said Services provided on those sites "re- lt out there for everybody I've got a
kmantyre@crain com Among the reasons for developing ally run the gamut," he said few issues from a discovery stand-

a captive e-strategy, according to Mr And his own company is looking at point"
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Analytical methods best
UPDATES
Quackenbush probe continues

for setting risk retentions Cont:nued from page 2

The report also makes several recommendations, including restricting
how regulators can use insurer settlement money Mr Quackenbush faces
other ongomg investigations, including one by Cahfornia Attorney Gen-

By RODD ZOLKOS thumb," he said "You just need to tions eral Bill Lockyer
know your company and which rules • Measure the company's overall Also last week, S B 1899, which would ertend the statute of limitations

BURLINGTON, Vt -There are of thumb might apply, depending on tolerance for n.sk by one year for Northndge earthquake insurance claims, passed the As-
various rules of thumb for setting the particular financial characteris- Determining a captive's rusk reten- sembly
risk retention levels, but a better ap- ties of your particular organization " tion capacity can Involve considera-
proach is to base retention decisions And, he said, "Rules of thumb glve lion of different factors than the risk Reliance, regulators reach dealon an examination of the types ot you guidance but they really are only retention decisions for the parent
risks involved, statistical analysis that-guidance You really have to company, such as regulatory guide- NEW YORK-Regulators stepped ip their supervision of Rehance In-
and an understanding of the organi- know the characteristics of the par- lines, economic or market conditions, surance Co through an agreement with the troubled insurer
zation's risk tolerance ticular company to know what's lIn- or practical matters that are related Under the agreement, announced last week, Philadelphia-based Re-

That more painstaking approach portant to them " to the captive operation, Mr Densen hance wall submit a detailed busmess plan and signihcant future transac-
to determining how much risk to re- "TheIe's no cookbook," added Paul said tions, includlng the payment of dividends, to the Pennsylvama Insurance
tain becomes particularly important T Goularte, managing director at At the same tune, however, "clear- Department for"review, comment, and/or approval "
as organizations move toward man- Marsh Inc 's Marsh Risk Finance unit ly, the captive company as a member Reliance has already requested approval to pay dividends later this
agingrisksonanenterpnse-wideba- in New York "It would be nice if ofthat parent group can't take mole month, when bank payments are due, and said it will make a similar re-
sis, according to a panel of speakers there was something that said, risk than the group itself can," Mr quest in November, when bond payments are due The Pennsylvania In-
who discussed setting captive 1nsur- 'Here's the 28 things you can put m Densen noted surance Department, which is the pnmary regulator for Reliance, has not
er and parent company retentions at your captive,' but there's not " In discussing moving Into enter- yet decided whether to permit the cividend payments
the annual meeting of the Vermont prise risk management, Mr Densen The agreement, which is not an administrative action, also details other
Captive Insurance Assn earlier this observed that while the concept has conditions in the tightened regulatory oversight of Rehance, including
month in Burlington, Vt Af- been around for some time, few ex- that by Aug 31, Rehance must submit a detailed business plan settmg

' Setting the retention level is an amples of it remain in place forth the anticipated sale of its business units and prolections for its fu-
exercise that involves three different To move toward such an appioach, ture operations, the insurer can ne_ther make any payments nor engage
things," noted Richard M Inserra, Wrmont a company's senior management in any transactions with its New York-based parent, Reliance Group
assistant treasurer at Union Carbide CAPTIVE INSURANCE must initiate the process trom the Holdmgs Inc , or it:s sister companies, without approval, Rehance cannot
Corp in Danbury, Conn, and the ASSOCIATION top, he said enter into any new reinsurance agreements or alter its corporate owner-

I panel's moderator The working hypothesis behind an ship without approval
Those three elements aI e the orga- The objectives of modehng a risk enterprise risk management ap- Also last week, Reliance Group Holdings announced that creditors have

nization's financial capacity to as- retention structule should include proach, he noted, is that "nsk is granted an extension, to Nov 10, on $237 5 milhon m bank debt thatwas

1
sume risk, its expected and potential quantifylng the variability of each risk " due Aug 31 A Reliance spokesman would not comment on whether oth-
retamed losses, and premium reduc- risk and determining mteractions In taking that approach, "The fi- er debt terms have been changed
tions it might reahze by taking high- among the risks, Mr Goularte said nancial risks and the hazard nsks are
er retentions It's also necessary to view risks m very subject to being analyzed in a Court rules on arbitration case

Peter M Densen, a prmcipal m rlsk total rather than rn isolation, and to similar way," Mr Densen said
management consulting at Aon Risk develop consistent and effective risk "There are markets to lay off those SAN FRANCISCO-Employers can force workers to resolve employ-
Consulting m New York, noted that management strategies "Look at the nsks" ment-related disputes through arbitration, but they must provide a fair
risk retention capacity can be de- big picture with the whole objective A company's stakeholders expect process and allow employees the opportunity to collect as much money as
flned as the maximum amount of un- of developing a consistent and effec- the retention of "fortuitous" risks, they would in a luIy tnal, CalIfornia's Supreme Court ruled late last week
expected loss that can be tolerated by tive rlsk management strategy," he those risks that could produce a fa- In the closely watched case, for -which both plaintiff and employer
an entity's key stakeholders, such as said vorable outcome for the company, groups fled amicus bnefs, the court, in Marybeth Annendanz us Foun-
a company's management, share- In considering putting risks other Mr Densen suggested, and won't pe- datton Health Psychcare Services Inc, stopped well short of banning
holders, creditors and clients than traditional property/casualty nahze the organization for hanging mandatory arbitration agreements m the workplace

Beyond that, "there are contribut- exposure-foieign exchange nsks, on to them "That's what you're in But the San Francisco-basec court's unanimous decision does create
ing influences that have to be paid for example-into a captive, proba- business to do," he said safeguards for employees and requires that the arbitration process be fair
attention to," Mr Densen noted bly the most critical risk retention With that w mind, those making if employees are to give up their nght to sue employers, court records
Among them are analysts' expecta- consideration lS the correlation of retention decisions also must ask show For example, the court said that when an employer requires work-
tions "The stock market is difficult certain financial risks such as some such questions as whether hazard ers to sign arbitration agreements as a condition of hinng, employees can-
to predict," he said currencies that are highly correlated /fortultous is a useful dlstinction in not be required to pay for expenses that they would not mcur m court pro-

Other contmbutmg influences are and tend to move together, hke the weighing risks, as well as the poten- ceedlngs Therefore, employers must pay the cost of hinng arbitrators
Industry charactenstics and manage- French franc and the German mark, tial differences between continuous The Annendanz case stems from a sex discrimination complaint filed
ment's rlsk aversion, "somettung Mr Goularte said and one-time risks by two heterosexual female workers They claim they were fired m 1996
that's very hard to measure but, of Others, hke the Canadian dollar "These are distinctions that need to because of discnmination by homosexual supervisors and co-workers at
course, enters into it," Mr Densen and the Japanese yen, show very ht- be kept m mind m thinking about Foundation Health, a San Rafael, Calif, managed care company
said tle correlation, "which is good if 'How much risk do I bear?"' Mr The employees had signed agreements that required arbitration and

Thiee relatively common rules of you're putting thls kind of risk m the Densen said capped the damages they could collect Yet the agreements allowed the
thumb for determining risk retention captive," he said "Ideally what you Once the risk retention decisions employer to pursue unlimited camages m court The "unlawful damages
capacity are 5 % of earnings, 2 % of want is negative correlation " are made, in communicating them provision and a unllateral arbitration clause" amount to unequal treat-
net worth or 3% of operating cash In evaluating risk retention capac- with the vanous stakeholders in the ment, rendering the agreements unenforceable, the high court ruled
flow, Mr Densen said It's possible 1ty, Mr Goularte emphasized that or- organization, it's important to under-
that an organization might flnd that ganizations should stand where those stakeholders fit m PBGC terminating Singer planone of those charactenstics in partic- • Avoid a narrow approach to nsk the organization's hierarchy, and to
ular is the defining constraint m its identification recognize that different groups of WASHINGTON-The Pension Benefit Guaranty Corp 15 taking over
risk retention decision-making • Use statistical methods instead stakeholders are motivated by differ and terminating an underfunded pension plan sponsored by sewing ma-

"A lot of these measurements de- of a qualitative "worst case" ap- ent factors, Mr Densen said chine manufacturer Smger Co, which is having financial A,ffculty
pend on how wall tfus affect the abil- proach "Each of these stakeholders has a Singer Co NV, a Netherlands Antilles-based corporation, is in
ity of the company to finance itself • Consider the portfoho effect of different way of looking at what they bankruptcy reorganization and is hquidating the U S subsidiary that
going forward," Mr Densen said correlation among nsks might consider capacity for bearing sponsored the plan The plan, wh-ch has about 11,000 participants-in-

He noted that the rules of thumb • Give risk managers strategic de- nsk," he said cluding 8,000 retirees-is underfuilded by about $52 milhon, with assets
are "not exactly cookie-cutter pre- cision tools Mr Inserra said, "If you go to a of $78 milhon and habilities of $130 milhon To settle all of PBGC's claims
else " • Coordinate risk mitigation and CFO or a treasurer or a board of di- on behalf of the plan, Smger's reorganlzatlon plan would give the agency

"There are lots mole rules of risk finance practices across func- rectors and you'ie not talking with convertible preferred stock-valued at $17 milhon-m the reorganized
facts and figures, you're dead " company The PBGC also has an unsecured claim of $35 milhon

In explaining risk retention to top The termination is the largest slnce 1997, when the PBGC took over an

David Provost awarded management, Mr Inserra noted that Allts-Chalmers Corp plan that had $63 nullion in unfunded habiltties
executives, as a rule, are conservative

rtsk managers, and many extrapolate Briefly notedCaptive Crusader Award their personal insurance experience
to corporate practice James E. Gustafson, president and chief operatrng officer of The St

BURLINGTON, Vt -The lington Ultimately, Mr Inserra said, "we Paul Cos Inc, is leaving the insurer after loming it last year The compa-
15th annual conference of the The association's other annu- have to move away fi om some of the ny, which said Mr Gustafson's departure was a mutual decision, will con-
Vermont Captive Insurance al award, the Industry Service old traditions" and develop retention duet an external search for a successor Ameritech Corp. of Chicago
Assn drew approximately 800 Award, was given to Roger methods based on data, analysis and wlll pay about $175 milhon to settle a suit charging that it miscalculated
attendees to Burlington, Vt, Phelps, former president of Al- Impact pension benefits owed to about 17,000 employees who retired smce 1994
Aug 8-11 Among those attend- coa Securities Corp 's Three Mr Inserra urged nsk managers to Ameritech, while not acknowledging fault, agreed to the settlement to put
ing were 180 first-time atten- Rivers Insurance Co captive update and expand their methods of the issue behind it, a spokesman said Legislation aimed at limiting
dees and 150 captive owners The VCIA also recognized the rlsk retention determination and to campaign contributions that insurers can make to Insurance commission-

During the conference's op- 10th anniversary of Leonard D move their organizations to quantify er candidates passed the California Assembly Appropnations Committee
ening session, the VCIA pre- Crouse as director of Vermont's operational and statistical risks and last week S B 953, which was introduced by Sen Jaclae Speier, D-Fhlls-
sented its annual Captive Cru- captive insurance division to gather data to correlate risks borough, would hmit campaign contnbutions by msurers that have regu-
sader Award, given for excep- Next year's VCIA conference based on actual performance latory hearings before the Department of Insurance to $250 in a 12-month
tional service to the associa- will be held August 7-10, 2001 And he suggested they develop risk penod The bill's introduction follows the scandal that resulted in the res-
tion, to David Provost, assis- at the Sheraton Hotel & Con- retention processes for their organi- ignation of former Commlsmoner Chuck Quackenbush Caltfornia leg-
tant regional director-U S on- ference Center in Burlington zations, including an understanding islators last week confirmed the nomination of Harry W Low as msur-
shore at AIG Insurance Man- For more information, call the of the full range of relevant nsks and ance comnussioner

agement Services Inc in Bur- VCIA at 802-658-8242 create opportunities for their cap-
tlves
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UPS ruling hangs over premium deductibility
If properly structured, captive deductions should be'permissible transaction ' them," said Mr Anderson

He noted that the IRS has begun citing the

By RODD ZOLKOS
decision to conclude that "seeming valid in-

and group tax director at Willis North company relationships, such as "brother/ surance" can be ruled invalid for purposes
America Inc in Nashville, Tenn "From sister" relationships The other exception of tax deductibility if it is tax-motivated

BURLINGTON, Vt -It should be possi- what I've seen, the (IRS) agent will normal- involves tnird-party risk The IRS also has been raising questions
ble, under current tax law, for captive insur- ly set up the issue and you have to settle on Federal courts have held that policyhold- about the validity of fronting arrangements
ance company owners to deduct premiums appeals " ers and insurers that are brother/sister to that had not previously been questioned,
from properly structured transactions in- Mr Anderson noted that neither the Inter- each other have Independent balance-sheet Mr Anderson said
volving captives, a panel of insurance tax nal Revenue Code nor the regulations estab- movement and consequently satisfy risk- "Now how many of us who have captives
experts contends lished under the code define the term "in- shifting criteria, Mr Anderson said have fronting arrangements?" asked Mr

Concerns remain for taxpayers and the in- surance" or "insurance contract " In the case of third-party risk, federal tax Anderson "I would presume more than
surance industry, however, said the panel, The U S Supreme Court, however, did es- court decisions have concluded that if a cap- one "
which discussed federal tax issues at the an- tive insurance company insures 30% third- In its UPS decision, the Tax Court ap-
nual conference of the Vermont Captive In- party risk based upon premiums, risk shift- peared to replace the risk shifting/risk dis-
surance Assn earlier this month in Burling- ing has occurred, Mr Anderson said tribution test for insurance with a business

ton, Vt -0- And, he said, the IRS has been conceding purpose/economic substance test, Mr An-
Topping the list of concerns is last year's captive insurance company cases on both re- derson said, "a different landscape" from

Service of America's arrangement for offer-
lationship and third-party risk fact pat- what companies previously faced
terns "That is assuming that you have The question, he said, lS whether an ar-

ing excess value insurance to its customers CAPTIVE INSURANCE structured close to the case law and you rangement that transfers risk from UPS cus-
through a program fronted by National ASSOCIATION have done all the details that you need to tomers to a third-party insurer unaffiliated
Union Fire Insurance Co of Pittsburgh, Pa, do," Mr Anderson said with UPS is indeed an insurance contract

then reinsuring the risk via a UPS captive "There are still things happening that having economic substance for federal tax
was a tax dodge (BI, Aug 16, 1999) tablish a definition for insurance in its 1941 could cause us problems down the line," he purposes

"If we structure properly we can feel ruling, Helvering us LeGzerse, 312 U S 531 said "Most notably, UPS " He noted that National Union and OPL

pretty assured that we have a permissible The ruling created a two-part test for insur- The UPS case has its origins in an insurer took on the excess-value insurance risk
transaction should we be challenged" by the ance involving the existence of an insurance that UPS initially created as a wholly And, he said, the transfer and distribution
Internal Revenue Service, said Mark E An- risk and the presence of risk shifting and owned subsidiary, then in the early 1980s of risk under the UPS arrangement is con-
derson, a partner at KPMG LLP in At- risk distribution spun off so that the shipping company and sistent with previous taxpayer-favorable
lanta "That's the landmark decision that we al- the Bermuda-domiciled Overseas Partners court decisions

From a tax perspective, premium de- ways look to," said Mr Anderson Ltd captive had a brother/sister relation- The speakers suggested that among the
ductibility at the time of payment is a poli- Risk shifting is defined as shifting an ship under the common ownership of UPS' aspects of the arrangement that seemed to
cyholder's pnmary goal in making premium identifiable risk from a policyholder to an shareholders trouble the court was that UPS adminis-

payments to a captive or other self-insur- insurer Risk distribution lS defined as the For regulatory reasons, according to Mr tered the insurance policies for no fee from
ance arrangement, he noted spreading of an insurer's risk of loss with re- Anderson, the company utilized a fronting National Union

Premium payments by policyholders to spect to a particular policyholder through arrangement with National Union in selling But Mr Eldridge noted it was natural for

properly structured, adequately capitalized the issuance of multiple contracts excess-value insurance to UPS customers UPS to serve in that function, as it was re-

captive insurance arrangements are de- "My problem with that lS, do I not have National Union rewsured the exposures in sponsible for the first $100 on any customer
ductible for U S federal income tax purpos- insurance if I go to Allstate and they don't the OPL captive claims

es, and an accountant examining such an ar- distribute my risk properly?" Mr Eldridge In selling the insurance, UPS acted as "There's a lot of little stuff in here that re-

rangement can issue a "should" opinion for asked agent for National Union and administered ally bothered the court," Mr Mooney said
the taxpayer, indicating that the program Mr Anderson noted that the IRS subse- claims but took no fee for doing so "You keep hearing about'bad facts

should pass federal tax deductibility quently established a so-called "economic The Tax Court held the arrangement "The sum total of all these little facts

muster, Mr Anderson said family theory " lacked business purpose and was an eco- seemed too good to the judge," Mr Eldridge
Still, noted Stephen C Eldridge, a West- In its Revenue Rullng 77-316, the IRS took nomic sham "They took a fronting arrange- said "I think what the taxpayer might have

on, Conn -based adviser on tax and finan- the position that in the case of related-party ment and put it back on the backs of UPS," done 15 taken some fees for what they had
cial matters to both the traditional and al- risks, if such risks are insured or reinsured Mr Anderson said "That is what concerns done," particularly "if they had contracts in
ternative insurance markets, there is no by a related insurance company, the premi- us " place "
guarantee that the IRS will agree with the ums involved can't be deducted from feder- Mr Eldridge noted that the ruling ignored In general, Mr Eldridge advised captiv€

accountant's opinion al taxes because risk has not shifted from fees UPS paid to National Union "That's parents looking to secure tax deductibility
Mr Anderson agreed the IRS may still the policyholder to the insurer saying this transaction was nothing but a to "do your paperwork as best you can and

challenge deductions, but its appetite for lit- "Since 1985, case law has been more fa- tax dodge," he said "That's what the judge document up front "
igation over such arrangements has de- vorable," Mr Anderson added Since then, said " "There's a lot of ways you can lustifb
creased judicial decisions favoring taxpayers have "It would seem, based upon what the IRS (such transactions) from a business purpos€

But "at the agent level they don't under- gradually carved out two exceptions to the is saying publicly about the decision, that standpoint, and if you do that, lt should bE
stand this," said William Mooney, senior vp economic family theory One is in the case of the Tax Court decision even surprised all right," Mr Mooney added

8/ Industry Stock Report AUG. 21, 2000, THROUGH AUG. 25, 2000

Weekly Year to date Yearto date Weekly Year to date Yearto date Weekly Year to date Year to clate

BROKERS Pnce % change % change High Low Vol (OOO) Price % change % change High Low Vol (000} Price % change % change High Low Vol (000)

Aon Corp NYS 36 38 136 9.06 42.75 2069 2161 Gainsco Inc NYS 3.75 1549 3023 6.94 3.75 268 Vesta Insurance Co NYS 4.88 685 2581 7.88 3.44 172

Brown & Bro.vn NYS 2750 4.89 43.56 2750 1538 81Clark Harleysville Group NDO 1925 032 35.09 2025 1163 174 XL Capital Ltd NYS 67.06 019 2928 72.38 39.00 1225

Clark Bardes Holdings NDO 1000 1.23 30.43 21.00 8.50 45 HSB Group Inc NYS 39.88 416 1793 40.63 21 50 1596 Zenith National Ins NYS 2344 108 1364 24.94 18 75 23

E W Blanch Holdings Inc NYS 2113 146 65 51 70 75 1656 704 HCC Insurance Holdings NYS 2100 2.33 5924 22.94 800 523 INSURERS/REINSURERS AVERAGE 0.40 3.39

Gallagher Arhur J & Co NYS 47 63 2.14 47.10 50.00 23.06 741 ING Groep N V NYS 6800 064 11.48 69.94 4681 292

Hab Rogal & Hamilton NYS 39.88 031 41.15 42.13 2238 76 IPC Holdings Ltd NDO 17.13 5.38 15.13 22.50 9.75 182 HEALTH MAINTENANCE ORGANIZATIONS

Kaye Group nc NDO 8.25 2.22 149 11.88 5.00 7 Hartford Firancial Services NYS 63.25 3.44 3351 6950 29.38 2127 Foundation Health Systems Inc NYS 17.19 377 72 96 1756 6.25 2164

Marsh & McLennan NYS 11706 -0.48 22.34 127.38 6175 2114 John Hancock Financial Service NYS 22 94 1.38 34.93 24.75 13.44 3600 Humana Inc NYS 794 478 3.05 1106 4.75 1455

LaSalle Re Holdings Ltd NYS 18.63 2.61 1288 1938 1088 63 Oxford Health Plans NDO 27.50 909 11675 33.25 9.75 4159

BROKERS AVERAGE 0.43 14.52 Lincoln Nat onal NYS 46.75 3.86 16.88 52.00 22.63 2667 Pacificare Health Sys NDO 51.56 4.73 271 72.31 31.13 865

MAIC Holdings Inc NYS 1213 000 42.77 2905 10.00 317 Sierra Health Services NYS 2.75 2.33 5888 1325 2.44 627

INSURERS/REINSURERS Market Corp NYS 146.19 222 5.69 191.88 11150 68 United HealthGroup NYS 89.75 1.78 68.94 94.63 3938 3478

ACE Ltd NYS 3381 /59 10262 37.25 1406 3121 MBIA Insurance Group NYS 62.44 177 18.22 6688 3631 802 Wellpoint Heallh Networks NYS 81.94 318 24.27 92.31 48.25 2455

Accel International Corp NDO 059 512 40.70 150 0.50 45 Meadowbrcok Insur Group NYS 4.38 2.78 33.33 13.00 413 31 HMOs AVERAGE 192 3118

Acceptance nsurance Cos NYS 513 lE 49 1087 1531 2.75 89 Metlife NYS 2363 0.79 65.79 25.13 14.25 6313 ALL COMPANIES AVEAAGE 063 1636

AEGON N V NYS 39.63 0.48 1702 49.13 31.50 574 Mutual Risk Mgmt Ltd NYS 2106 4.53 25.28 30.75 9.81 512

Aetna Life & Casualty NYS 5550 :52 056 84.31 38.50 2449 Navigators Group NDO 1200 3.78 2308 16.00 8.63 2

AFLAC Inc NYS 53.69 183 1377 5894 33 56 1791 NYMagic In- NYS 14.31 2.23 8.53 15.75 1225 120

Allmerica Financial Corp NYS 5838 C 53 4.94 62.75 35.06 394 Ohio Casua ty Corp NOO 6.97 9.35 5661 1850 6.94 1665

Allstate Corp NYS 2869 -C 22 19.22 3669 17.19 6662 Old Republic Int I NYS 23.38 2.35 7156 24.63 1063 1309

Ambac Finan=:at Group NYS 6269 176 20.12 68.69 3888 897 Partner Re Ltd NYS 40.63 2.26 2524 4231 28.38 228

American Financial Group NYS 2394 -052 9.24 33.63 1838 227 Penn America Group Inc NYS 750 169 3.23 1038 663 5

American General NYS 69.44 220 848 82.19 45.63 2239 PMA Capita Corporation NDO 17.75 3.40 1069 2100 1550

American Intl Group NYS 8456 2.73 1731 89.94 52.38 10644 Philadelphia Cons Holding NDO 1681 189 15.95 2163 1081 2* 8/Insurance Index
American Safety Insurance NYS 413 154 36.54 8.19 3.75 48 PXRE Corp NYS 13.75 0.46 5.77 17.75 994 53

Argonaut Gro/p NDO 1581 0.40 20.44 26.63 14.44 202 Reliance Group Holdings NYS 0.28 1250 9575 7.75 0.13 9582

AXA UAP Group NYS 77.25 098 880 81.50 5375 385 ReliaStar Firancial Corp NYS 5375 0.47 37.16 53.75 23.75 967

Baldwin & Lyons Inc NDO 1825 135 1751 2394 1525 7 RenaissanceRe Holdings Ltd NYS 47 88 377 17.13 5113 33.19 61
2,500 2,439 81 -

Berkley W R Corp NDO 25.13 720 20.36 26.25 1400 1147 RLI Corp NYS 38 19 2.35 12.32 39.63 26.25 28 , 2,450

1,1
Berkshire Hatiaway Inc NYS 5765000 641 2.76 66900.00 4080000 1 St Paul Cos NYS 4581 2.79 3599 49.56 21 31 3379

2,400
Capitol Transamerica Corp NAS 1100 638 9.32 14.75 9.38 25 SCOR NYS 41.69 1.68 5.79 53.63 38.38 37

Chubb Corp NYS 73.00 2 42 29.63 79.56 43.25 3304 SAFECO Co p NDO 24.81 1.49 0.25 3850 18 00 1955 2.350

CIGNA Corp NYS 97 38 377 20.87 105.94 60 75 2603 SCPIE Holdings Inc NYS 2138 -058 3346 3694 1900 NA ' 2,300
Cncnnati Financial Corp NYS 37.56 535 1784 4331 26.19 969 Seibels Bruce Group NDO 113 3364 3571 494 053 114

2,250
Citigroup NYS 7594 1.59 3636 7831 41.19 36265 Selective Ins Group NOO 1800 1.77 473 2038 14.63 122

CNA Financia Corp NYS 3838 3.46 144 42.13 24.56 199 Toluo Marine & Fire NDO 5375 4.62 9.09 67.00 45.00 76 2,200

CNA Surety NYS 11.38 282 1250 1525 975 262 Torchmark Corp NYS 26.94 023 731 36 00 1875 1336 2,150
EMC Insurance Group Inc NDO 9.00 000 137 13.00 6.81 3 Transatlantic Holdings NYS 8563 0.94 9.69 91.56 6875 50

ESG Re limited NDO 313 741 54.95 16.75 250 56
2.100

Trenwick Group Inc NYS 19.19 346 1328 24.28 12.00 58

Enhance Financial Services NYS 1588 0.39 2 31 22.63 8.63 258 Unlco American Corp NDO 6.88 000 179 1025 4.50 155 2,050
Everest Reinsurance NYS 3988 215 78.71 4400 2050 503 United Fire & Casualty NOO 1875 2.60 17.13 25.25 1550 14 2.000
Fremont Gene al Corp NYS 3.25 20.30 5593 1750 3.25 1306 Unitrin NDO 2994 0.63 20.43 39.75 27.19 368

Frontier Insurance Group NYS 041 714 88.18 14.75 031 996 7/7 7n4 7/21 7/28 8/4 8/11 8n8 8/25
UNUM Corp NYS 19.63 4.56 38 79 5250 11.94 4648

$ Base=100 on Dec 29,1978

Top advancing issues Seibels Bruce Group, Acceptance Insurance Cos , Reliance Group Holdings Leading decliners Fremont General Corp, Gainsco Inc, Ohio Casualty Corp Most active issue Cit,group The 8/index decreased 0 9%, the Dow Jones 30
Industrials rose 1 3%, the S&P 500 went up 1 0%, and the NYSE Composite increased 0 5% Average P/E Brokers, 21 2, Insurers/reinsurers, 23 6, HMOs, 13 8

Source CNET /nvestor (investor cnet com) Boulder, Colo
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HCFA older than 65 and their spouses care claims, from paying bills that would be more likely to respond to the a visit to non-responding employers,
Congress, concerned that savings hospitals Incorrectly sent them legislatively mandated request for in- sigmficantly increases comphance

were not being reaped, gave HCFA In many cases, though, the Data formation, resulting m substantial It called 33 employers that did not
Continued from page 1 authority-in conjunction with the Match letters did not result rn any savlngs for the government," OIG respond to the Data Match question-
federal contractor, send tougher IRS and Social Security Administra- savmgs for the government That said naire Eighteen of those employers
warning letters to employers that tion-to scour payroll records after could happen when hospitals, for ex- But even less drastic measures may said they either did not receive the
don't respond to information requests 1986 to spot individuals with Job-re- ample, billed both Medicare and the boost comphance with Data Match questionnaire or were unaware of it

The OIG report has its origins in a lated mcome after they turned 65 employer plan and both parties paid and save the government money For Many of the individuals the OIG
series of measures Congress passed HCFA, as part of the Data Match the bill example, in 1997, HCFA authonzed spoke to werenew to their positions in
dunng the 1980s to shift to employer program, has sent letters to about 2 However, 13%-or 200,000-of its Data Match contractor to send a their company's benefit department
plans some health care costs previous- rmlhon employers asking whether employers contacted by HCFA for toughly worded letter to 267 non- and said a follow-up letter probably
ly paid by Medicare they had group health care plans Data Match information ignored the comphant employers The letter had been received by a staff members

Under those laws, employer plans HCFA later wrote to employers ask- requests, the OIG said Assunung that warned not only of the $1,000 frne far no longer working m that location
became the primary payer of health mg if speclfic mdividuals were cov- recovenes from non-responding em- each employee named m the inquiry Seven other employers said they
care for employees who stayed on the ered under the group plan Between ployers would have been at the same but also the possibility that business didn't respond because of difficulty
Job after reaching age 65 Medicare 1991 and 1997-the years that OIG rate as respondmg employers, this records could be subpoenaed and that completing the questionnaire, while
then became the secondary payer examined-using this employer-pro- failure to obtain coverage informabon the employer could be reported to the five said they were in the process-a

Those laws also made employer vided mformation has resulted m sav- may have cost the government nearly IRS for imposition of an excise tax year after the questionnaze went
plans primary for some non-elderly Ings of $2 5 bilhan to Mechcare $300 mnlion between 1991 and 1997 As a result of the malhng, 125, or out-of completing it Three employ-
employees with permanent kidney Some of these savings were Even though the government may 47%, of the 267 non-compliant em- ers said their records were incomplete
failure and certain other disabihties achieved when HCFA discovered- slap non-responding employers with ployers responded, while 50-or or nlissing
for whom Medicare previously was through the employer-provided fines of $1,000 per affected employee, 20%-requested additional question- Ultimately, 13 of the 33 non-re-
the priniary payer data-that Medicare improperly paid no fines have been assessed, the OIG naire copies or more time to comply sponding employers the OIG contact-

Congress passed those laws to save a hospital bill that an older employ- said By not hning unresponsive em- While the tough follow-Lp letter ed later submitted completed ques-
the then-financially aihng Medicare ee's group health plan should have ployers, "the mcentive for employers "produced meanmgful results," the tionnaires
program bilhons of dollars But those paid The government then contacted to respond may be reduced, ' the re- OIG said, HCFA has not authonzed Since a personal follow-up was sue-
savings were not totally reallzed be- the employer or its third-party claims port said This may already be occur- ltS use on a regular basis HCFA says cessful, HCFA, the OIG said, should
cause Medicare, m some cases, contln- administrator for reimbursement In nng Whde 10% of employers failed to it now mtends to use the toughly Incorporate a personal contact in its
ued to pay claims for beneficiaries other cases, the mformation prevent- respond to Data Match requests in worded letter on an annual basis follow-up procedures for employers
who were no longer covered pnman- ed HCFA and the insurance company 1991,16% ignored requests In 1997 The 0IG also found that a personal not responding to written requests for
ly by Medicare-generally workers contractors it uses to process Medi- If HCFA assesses fmes, "employers follow-up, such as a telephone call or Data Match informatton

Guaranty the largest payout ever by CIGA, Mr CGA has nevermissed a claimpay- pames facmg msolvency and the rates for 2001, Insurer average
Mulryan said T'he largest payout m- ment m its 30-year history, and the threat of hquidation statewide rates for 2000 are approx-
volved Mission Insurance Co, which guaranty fund would only face ex- Despite recent mcIease in workers imately 7% belowpure premium rates

Continued from page 1 failed m 1985 The total Supenor Na- haustion of its resources if many in- comp rates, Insurers in the state still and 30% less than the projected cost of
1999, it w11 be felt by employers, a tional bill wll not be known for years, surers collapsed simultaneously, could find premiums Inadequate to benefits and total insurer expenses,
business representative says though, and the amount will depend CIGA officials said offset claims and expense costs, Cali- said a July 31 press release from

Whencombmed withrismgworkers on several factors, such as how much In that case, however, CIGA could forma comp data suggests WCIRB President Robert G Mike
comp rates and proposed legislation w]11 come available from Supenor Na- resort to other fund collection meth- In July, the Workers' Compensatton With that consideration, employers
that would Increase workers comp tional's estate ods, such as asking the state to Issue Insurance Rating Bureau of r.l,fornia m the state are bracmg for rate m-
benefits, the guaranty fund assess- CIGA has not assessed workers bonds on its behalf submitted its annual, pure-premium creases on top of the Supenor Nation-
ment gives Callforma employers compensation insurers since 1990 Concern about the health of the rate Ming to the Department of Insur- al assessment
somethmg to grumble about, said Do- Concerns now developing in the state's workers comp insurers is not ance, advising a 5 5% rate merease for "Employers are going to see some
mime Di.Mare, legislative advocate state are over whether CIGA's 1 % an- without cause 2001 significant Increases, not just because
and workers comp speciallstin Sacra- nual assessment cap wlll provide ade- Insurers wlth business concentrated Because of market volatility, of one camer, but because of the mar-
mento for the Callfornia Chamber of quate funds m the event other strug- m Callfornia's workers comp market though, that advisory rate Increase ket," said Lon Kammerer, managing
Commerce gllng workers comp Insurers become an strugghng with combined ratios of amount could be further raised when director of the Cahforma Coalition on

"Add that to a 11st of thmgs we are msolvent around 135%, noted Bill Wilt, vp and new data becomes available, stated a Workers Compensation m Sacramen-
gnanpy about," he said "If Superior were to be an isolated senior analyst for Moody's Investors WCIRB letter accompanying the rate to

CIGA officials also say it iS likely mcident that would be one thing," said Service Inc m New York fillng For employers, another impact on
that Superior National assessments Mark E Webb, vp-state affairs in Moody's has stepped up scrutmy of "Notwithstanding an mcrease m *n- rates could result from Senate Bill 996,
w]11 be levied beyond 2001 Sacramento for the American Insur- such insurers and recently downgrad- surer statewide average rates of 19% which seeks to increase benefits and

In Callfornia, clarms for Supertor ance Assn "But there are some con- ed some But Mr Wilt said he does not this year, and irrespective of the pro- carnes a $2 6 bilhon pnce tag, accord-
National could eventually amount to cerns it won't be" have specific knowledge of other com- posed 5 5% mcrease m pure premium mg to CCR Ell

FTRFORTHERECORD Excerpts from B/'s Daily Online Updates, Aug. 21 -Aug. 25,2000

f ability and hull coverage. London brokers the legislation would only lead to more law- decompression, said Bernard S. Loeb, direc-
/721 1 Willis Group Ltd., Aon Group Ltd and. suits while proponents argue it would hold tor-office of aviation safety for the National

Marsh Ltd. were involved in placing the cov- people accountable for their own actions Transportation Safety Board m Washington.
erage. Underwriters are estimating the A320 A.B. 1856 now goes to Gov. Gray Davis. Safety officials have not definitively identi-
hull loss at $36.5 million Gulf Air is not a The governor has not taken a position on the fied the ignition source in the tank, but Mr,
signatory to the International Alr Transport bill, a spokesman said. The bill was spon- Loeb said thar the "most likely" cause was
Assn.'s intercarrier agreement that waives sored by Sheila Kuehl, D-Santa Monica It that faulty wiring outside of the tank trans-

1 airlines' limited liability for passengers would make harassers pay damages to vic- ferred excessive voltage into the tank
> -f>*5 harmed on international flights Conse- tlmS under the state's Fair Employment and through wiring for the fuel-quantity indica-

'•.SCI =-' quently, the airline's liability would be limit- Housing Act. tion system All 230 passengers and crew
viiiii„447 ed to either the $10,000 per passenger limit aboard Flight 800 were killed when the 25-
-71

- 1 established by the 1929 Warsaw Convention year old Boeing 747 exploded in midair
'® or the $20,000 limit established by the 1955 shortly after taking off from John F.

PHOTO AFP Hague Protocol, which amended the War- Kennedy International Airport in New York
The Gulf Air jet that crashed in the Persian saw Convention, explained airline attorney en route to Parts on July 17, 1996. Accord-
Gulf last week, killing all 143 aboard, was George N. Tompkins Jr Those limits, ing to U.S Department of Transportation
Insured by an aviation insurance pool. though, could be higher for any passengers .-

,
documents, TWA's coverage was led by U.S

I, SULFUR CRASH The four Arab states that whose travel was routed through the United - · Aircraft Insurance Group, which wrote
States, noted Mr. Tompkins, of Schnader 4 25 0% of the risk Lloyd's of London andown the Gulf Air passenger Jet that crashed

into the Persian Gulf last week are covered Harrison Segal & Lewis L.L.P of New York
In addition, under the Warsaw Convention,

other London underwriters, including West-
ILJ

mmster Aviation Group, covered 23 4% offor the loss through an aviation Insurance -*a'plamtiffs' recovenes can be unlimited if they , .r-r----L-7 41 the risk Other insurers on the risk are Lapurchasing consortium. The downed 6-year-
old Airbus A320 was built by Airbus Indus- can prove that passengers were harmed be- 1-r > Concorde Compagnie d'Assurance of Parts,

cause of an airline's "willful rmsconduct." 20 0%, Assurance France Aviation and As-trie of Toulouse, France, and was powered
PHoRO AFp sociated Aviation Underwriters, 10 0%by two CFM56-5 engines built by CFM In-ternational. The Jet crashed Just a few miles h HARASSMENT BILL The California Senate The National Transportation Safety each, American International Group Inc

north of Bahrain after circling the airport m last week approved an Assembly bill that Board last week held public meetings on subsidiary Illmois National Insurance Co ,
would overturn a 1999 state Supreme Court the Flight 800 investigation. 5.0%; New York Marine & General Insur-,Manama a couple of times at the completion

of a flight from Cairo, Egypt All 135 pas- ruling that found only employers or their su- ance Co , 4 6%, and Somerset Aviation Inc,
pervisors and not co-workers can be sued for  FLIGHT BOO PROBE A fuel/air explosion in- 2,0%sengers and eight crew members perished.

Gulf Air participates in the Gulf Corp. sexual harassment The legislation is sup- side an overpressurized center wing tank- --

ported by the Consumer Attorneys of Cah- not a bomb or missile-blew apart TWA  TO/th*8100,8,88:Roecirs, vim BU*Council, a group of several Arab airlines that
fornia, the American Civil Liberties Union Flighr 800 in 1996, national safety authori- ness Insurance's tree online Updates at mm.have Joined together to purchase liability
and several women's rights organizations. It ties announced last week Authorities e.com. All o! me materialln tile

and hull coverage The consortium, which
last renewed its coverage on Nov. 16, 1999, was opposed by several employer associa- reached that "inescapable conclusion" after For The Recopdcalumn. as wellas omer content
has $2 billion of liability coverage. ACE tions, including the California Chamber of four years of tests ruled out the possibilities /0 Ms week's issue, is generate,1 from daily

Ltd 's Lloyd's of London underwriting facil- Commerce and the California Manufactur- that the flight was downed by a high-energy nem postings that appeared on the Web site In

tty, ACE Global Markets, leads Gulf Air's 11- ers & Technology Assn. Opponents argue explosive or a structural failure and resulting 1_*'®5 week

Find daily coverage on Corporate Risk, Employee Benefit and Managed Health Care News at www.businessinsurance.com



is only part of the picture.

For over forty years, we've been committed to our clients' success.

That means making time to listen, providing technical solutions and offering

service that actually feels like service. We're making the right decisions -

however difficult they are. It's always been our approach.

To know more call.We're listening.

phone: 1-800-200-1546 www.cnare.com
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Sometimes one logistical error can cause major corporate nightmares. Which is why yoif want an
insurance partner who knows your needs inside and out. One who has walked a mile in your

shoes. And one who can protect you and help you manage risk in 130 countries afound the world.

End of story.
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Providirc Commercial, Personal and Spec alty Insurance Solutions.
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You Have Our Attention.


