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GOP care bill

By MARK A. HOFMANN

WASHINGTON-While the
specifics of an unfinished House
Republican managed care reform
bill remain hazy, this much is
clear: Employers will almost cer-
tainly face expanded liability for
coverage decisions if the bill be-
comes law.

The question is: How much new
liability?

Finishing touches are still being
put on the Health Quality and
Choice Act, sponsored by Reps.
Tom Coburn, R-Okla., and John
Shadegg, R-Ariz. House Speaker

J. Dennis Hastert, R-Ill., wants to
bring a managed care reform bill
to the House floor by the end of
next month. Although the speaker
earlier this month endorsed the
principles underlying the Coburn/
Shadegg measure, he hasn't em-
braced the current proposal (BI,
Aug. 16).

“We haven't endorsed it offi-
cially, but we are working with
the Shadegg and Coburn people to
move the process forward,” a
spokesman for the speaker said.

While final legislative language
may not be ready until early next
month, the measure's sponsors re-
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General Re unit seeks arbitration

to leavecomp reinsurance pool
PHI[LADELPHIA-A General Reinsurance
Corp. unit has launched an arbitration battle

to void its participation in a workers com-

pensation reinsurance pool after failing to
win a temporary restraining order against
the pool's manager.

General & Cologne Life Re of America, for-
merly known as Cologne Life Re, is one of

eight reinsurer members of the Associated
Accident & Health Reinsurance Underwrit-

ers pool managed by IOA Re, a Plymouth

Meeting, Pa., underwriting manager. The

See Updates on nezt page

could expand liability

leased a detailed summary of its
provisions last week.

The summary makes clear that
the measure would apply to in-
sured and self-insured health
plans alike. By contrast, many
provisions in a Senate-passed pa-
tient protection bill would apply
only to self-funded plans (BI, July
19).

By far the most contentious pro-
vision in the measure is one that
would expand liability in situa-
tions where health care plan en-
rollees say they were improperly
denied care. The Senate bill con-

tains no such provision.

According to the summarv, "pa-
tients who have suffered physical
injury or death due to a plan's
negligence" can file suit in federal
court. While the summary doesn't
indicate what kinds of damages
such patients could seek, it does
specify that a health plan that fol-
lowed the recommendations of an
external appeals panel would be
protected from punitive damages.

The summary holds that an em-
ployer would not face any Labili-
ty if it is not exercising "discre-
tionary authority” to make a deci-
sion on a claim for benefits. The
bill would establish "several safe

harbors for employers to specify
actions that do not constitute dis-
cretionary authority.” These gen-
eral safe harbors include the deci-
sion to include or exclude any
specific benefit from the plan or
to provide additional benefits be-
yond those specified in the plan.
They also include any decision by
an employer, agent or broker to
intervene or not intervene on be-
half of an employee.

A plan or insurer can also pro-
tect itself from liability by paying
to have an alleged injury certified
by some external appeals body.

See Liability on page 63

Captive filing could be test case

DOL permission sought

By JERRY GEISEL

WASHINGTON-INn what could be-

come a test case, a major natural gas
company is asking the U.S. Depart-
ment of Labor for approval to use a
captive to reinsure its long-term dis-
ability benefits program.

Herndon, VVa.-based Columbia Ener-
gy Group wants to use its new Ver-
mont branch of its Bermuda-domi-
ciled insurance subsidiary, Columbia
Insurance Corp. Ltd., to reinsure LTD
policies written by Liberty Mutual In-
surance Co. unit Employers Insurance
of Wausau.

If the Labor Department approves
the application, a wave of employers
could follow Columbia Energy's lead.
Employers have long wanted to ex-
pand their captives to fund benefits to

broaden their captives' premium base
and, most recently, to reap tax breaks.
That approach has so far been hin-

4, dered by fed-
Chlumbr era| regula-

stacles,

GrLEngvveQE%XégTﬁﬁmay

"If this gets DOL
approval, we expect a long queue,”
said Brady Young, president of Alter-
native Risk Solutions in Waltham,
Mass.

Union Carbide gets tentative OK
for captive reinsurance program
Page 61

By AMANDA MILLIGAN

When news about the formation of financial ser-
vices conglomerate Citigroup Inc. hit the insurance
industry, many opined about what the future would
hold for the traditional insurance professional.

Now, almost a year after the deal was completed,
one trend has begun to emerge: The compensation of
insurance industry executives will increase to keep
pace with that of the chief executive officers in other
financial services sectors. Those CEOs are quickly be-
coming the peer group for insurer and reinsurer
CEOs, compensation consultants say.

Citing as an example Citigroup's co-CEOs John S.
Reed and Sanford I. Weill, Alan Johnson, managing
director of the consulting firm Johnson Associates,
said it will be more difficult to make simple compen-
sation comparisons between industry categories as
more of these partnerships are created.

- In the past, Mr. Johnson noted, insurance industry
executives have been paid poorly. But he sees this
trend turning around at "an increasing clip.”

"For people who are used to seeing low compensa-
tion levels for senior executives in insurers and re-
insurers, they're going to be shocked,” said Mr.

See CEOs on page 41

INn addition, DOL approval of
Columbia Energy's application could
be a boon to Vermont, the nation's
largest captive domicile. The state en-
acted legislation earlier this year-in
anticipation of situations like
Columbia Energy's-so that employ-
ers with offshore captives can set up
"branches" or subsidiaries in Vermont
to fund employee benefit risks. Off-
shore captives, under federal rules, are
barred from funding employee bene-
fits.

This branch approach spares em-
ployers the expense of re-domesticat-
ing offshore captives, which they stin
would use to fund their property/ca-
sualty risks. Legally, though, compa-
nies would have only one captive, a
structure that could help ensure tax

See Columbia on page 61

Space rates head skyward

Best risks likely immune

By DAVE LENCKUS

Heavy commercial and
military space satellite losses
are forcing down space in-
surance capacity, boosting
ground-level insurance rates
and fueling space insurers’
move to restrict coverage.

The best space risks,
though, likely will not bear
the brunt of any market con-
striction, market executives
say.

Meanwhile, new U.S. gov-
ernment regulations that
have dramatically slowed the
process of providing non-
U.S. underwriters with satel-
lite technology information
for underwriting and loss ad-
justing purposes also have
created some underwriting

problems.

A string of losses over the
past 18 months seem to be
driving down capacity and
pushing up rates, according
to many space insurance
market executives. The exec-
utives add, however, that es-

timating usable capacity and
even rates is difficult because

so few risks seek all of the

market's available capacity.
In addition, they point out,
few risks have been placed in
the market since two major

satellite losses in the spring.
Space Imaging's IKONOS
Earth imagery satellite was
destroyed April 27 during a
failed launch on a Lockheed
Martin Corp. Athena Il rock-
et. Loral Space & Communi-
See Satellite on page 62

ARTIST RENDERING: COURTESY OF LOCKHEED MARTIN MISSILES & SPACE

Coverage for the planned launch of Space Imag-
ing's IKONOS 2 orbiter is now being placed.
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Updates

General Re seeks to exit pool

Continued *om previous page

pool assumes retrocessions of workers comp carve-out business fronted
by Continental Casualty Co.; it provides limits of up to $3 million per per-
son and $41 million per known accumulation excess of a minimum
$500,000 insurer retention. The pool has assumed an average of $30 mil-
lion per year in premiums on this business, though 1999 volume will be
lower, IOA Re says.

Carve-out business-in which life insurers assume accident and health
portion of worker comp risks-has become controversial since the unrav-
eling of the Unicover Managers Inc. pool earlier this year (Bl, March 15).
General & Cologne Life also participated in the Unicover pool, which-
unlike the AAHRU facility-minsured low-level workers comp risks.

The General Re unit earlier this year told IOA Re that it was terminat-
ing its 12.2% participation in the AAHRU pool as of Feb. 25. It argued
that bulletins issued by the Connecticut Insurance Department in the
wake of the Unicover controversy forbid life insurers in the state from
reinsuring any part of workers comp risks after that date.

In addition to demanding arbitration, General & Cologne Life sued IOA
Re in federal court in Philadelphia for an order barring the manager from
writing any new or renewal risks in the pool after Feb. 25.

I0A Re countered that, because the pool was in place before Feb. 25,
the Connecticut department bulletins allow it to continue assuming busi-
ness. The bulletins require only that insurers make a good-faith effort to
withdraw from the pool under pool termination provisions or not renew
membership on expiration. IOA Re maintains that General & Cologne
Life is bound to comply with the contract, which requires 120 days notice
of termination and expires Dec. 31.

A federal judge last month refused to grant a restraining order, ruling
that IOA Re "has offered a highly persuasive reading of both the contract

..and the Connecticut Insurance Department's bulletin."

The dispute now will be arbitrated, though General & Cologne Life re-
cently has mn an advertisement asserting that it is not liable for any risks
written by IOA Re after Feb. 25.

The AAHRU pool includes one other Connecticut-domiciled member,
Hartford Life & Accident Insurance Co. Hartford has notified IOA Re
that it will not renew its pool participation and has asked to be replaced
before year-end, but the insurer has not sought immediate termination as
General & Cologne Life has, IOA Re representatives say.

Manufacturer settles asbestos case

TALLAHASSEE, Fla.-Owens Corning won't pay the full $31 million
awarded to the estate of a man who died of asbestos-related lung cancer.

The punitive damages award was upheld by the Florida Supreme Court
last week. It was originally awarded by a state court jury in 1997 and is
in addition to $1.8 million in compensatory damages the jury ordered be
paid to Deward Ballard of Aberdeen, Miss.

Mr. Ballard, who died after the lower court award, claimed in a suit
against Owens-Corning Fiberglas Corp. that his condition was caused by
asbestos-contaminated insulation the company manufactured.

In a deal worked out before the Florida Supreme Court's decision,
Owens Corning will pay an amount less than the $31 million award, ac-
cording to a spokeswoman for the Toledo, Ohio-based company.

Owens Corning had settled the case before the Florida Supreme Court
reached its decision, the spokeswoman said. A deal was worked out so
that the appeal could continue but that the plaintiff would be paid an
amount within a pre-specified range based on the ruling's outcome.

The final settlement amount was not disclosed. The spokeswoman said
it will be paid as part of the company's national settlement program set
up to handle asbestos-related claims.

Owens Coming has $378 million in unexhausted insurance coverage to
help pay asbestos-related claims.

Settlement reached in accident

CHICAGO-Transamerica Leasing Corp. will pay $60 million of the
$100 million out-of-court settlement reached late last week with a Chica-
go couple who lost six children in a 1994 traffic accident.

'Ihe tragedy occurred when a mud flap-taillight assembly fell off a trac-
tor-trailer in front of the Plymouth Grand Voyager minivan camying the
Rev. Duane Scott Willis, his wife Janet, and six of their children. The 50-
pound piece of steel that the minivan ran over shot through the the gas
tank, puncturing the floor board and igniting the car.

In addition to Transamerica Leasing, which owned the chassis, Allied
Products Corp.'s Load Craft division, which manufactured the "slider kit"
retrofitted to extend the chassis, will pay $14.5 million of the settlement.
Load Craft's attorney, Norman J. Barry Jr. of Donohue, Brown, Mathew-
son & Smyth in Chicago, said a substantial portion of their share of the
settlement will be covered by Chicago-based Allied's excess insurer,
which he declined to name. Load Craft went out of business in 1992.

Burlington Northern Railroad Co. also will pay $14.5 million of the sel
tlement. The equipment in question was originally picked up in the
Burlington Northern rail yard.

DaimlerChrysler Corp., which manufactures the Plymouth Grand Voy-
ager, agreed to pay $10 milon of the settlement. A spokesman said the
Auburn Hills, Mich., company is self-insured for its share.

See Updates onpage 62

Errors & omissions

« Due to a production error, the last two lines of the story"Cruise, Car-
go Ships Collide in Channel" on page 53 of this week's issue were deleted.
The last paragraph should read: Because the incident occurred in inter-
national waters, the major investigations will be undertaken by officials
in the two countries where the vessels are registered.

* In an Aug. 16 article, "High Technology Brings New Tools to Loss
Control," the second and subsequent references to the employer of an ex-
ecutive with HSB Industrial Risk Insurers were incorrect and should have
identified him as working for HSB IRI.

AM Re, United National

see new growth

By GAVIN SOUTER

BALA CYNWYD, Pa.-Ameri-
can Re Corp.'s planned purchase
of United National Group will
give both companies a better plat-
form for growth, executives at the
companies and analysts say.

American Re will benefit by
having a well-established, in-
house primary insurer to handle a
growing book of program insur-
ance business the reinsurer is un-
derwriting, while United National
will benefit from the increased
amount of business American Re
will steer to it.

The only possible downside
would be the chance that other
reinsurers that use United Na-
tional to write the primary cover-
age for certain programs might be
reluctant to place business with
an insurer owned by a rival rein-
surer, said Elizabeth Farrell, as-
sistant vp at A.M. Best & Co. in
Oldwick, N.J.

Most reinsurers, though, would
likely stay with United National
because of the expertise the com-
pany provides in writing surplus
lines business, Ms. Farrell said.

Many other reinsurers already
have their own excess and surplus
lines units, noted Donald Watson,
a director at Standard & Poor's

options

Corp. in New York.

American Re, which is owned
by Munich Reinsurance Co. of
Munich, Germany, will be buying
American Insurance Service Inc.,
the holding company for all of
the United National units, The
price was not disclosed. United

See Deal on page 60

Creating a formidable team

American Re Corp. United National Group

Combined

"%11, = E-

Gross revenues

Shareholders equity $2.85 billion $278.8 million

Net income

$2.96 billion $296.4 million

$226 million

$3.26 billion

$3.13 billion

$24.6 million $250.6 million

Source: American Re Corp. and United National Group.

Second quarter dampens'
optimism in P/C market

By JUDY GREENWALD

"I think the message is: This is the beginning of

The bloom of optimism that briefly flowered af-
ter commercial property/casualty in-

surers turned in first-quarter results -
is now wilting for many companies. --1,FYiyrDi-;rn
Signs earlier this year of a possible J 4 1\'1*AU,4 4\1.*1 -4\

RESULTS

market turn now appear premature.
Although the soft pricing cycle may
be bottoming out, most insurers have
attained only modest price increases
if any, so far in 1999, analysts say .

"I think many quarters had raised
expectations somewhat that pricing -
was beginning to stabilize, and some
went as far as to say it was moving up, but | think
that those expectations were certainly diminished
in the second quarter,” said Weston M. Hicks, a
managing director at J.P. Morgan Inc. in New

1 st Half

the end of the down cycle but is not the start of
the up cycle, and the industry seems to move
glacially,” he said.

Insurer, as well as investor, confi-
dence started to rise coming out of
the first quarter, when a few compa-
nies began to report a "bottoming-
out process" in rates, said Michael
Smith, an analyst with Bear, Stearns
& Co. in New York.

But "that bottoming process really
was a slowing down of the rate of de-

crease, not an increase as such, so
companies even in the second quarter
reported small increases,"” Mr. Smith said.
"One, two, three percent rate increases do very
little when the same companies report embedded
price deficiencies across their book of business of

York.

See Results on page 59

Other brokers get a chance to shine

Mergers create opportunity

By RODD ZOLKOS

BURLINGTON, Vt.-Even as

consolidation in the insurance in-

dustry reduces the obvious range
of choice available to risk man-
agers, it provides new opportuni-
ties for those who know where to

look.

Inside

N -
Vermont.--

CAPTIVE INSURANCE

ASScocIiaATIc N

More conference coverage
begins on page 46.

In the wake of the major merg-
ers among insurance brokers in
recent years, there appears to be
"less choice out there," allowed
Sheila Small, executive director
of risk management at Bell At-
lantic Corp. in New York.

But, Ms. Small said, "I think for

See Mergers on page 42

« It makes sense for the U.S. Department of Labor to al-
low employers to fund employee benefit programs through
their captive insurance subsidiaries, this week's editorial
says PAGE 8

« International investigations are under way after the colli-
sion of a luxury cruise liner and a container ship-both

with state-of-the-art navigation equipment-in the English
Channel last week. PAGE 53
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Soft market only one of the challenges in Europe
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13 Lincoln Re

14 Transatlantic Reinsurance Co.

15 AXA Re

16 St Patti Re

17 Everest Re

18 Reinsurance Group of America Inc

19 XL Capital Reinsurance Group

20 Overseas Partners Ltd

$5,984,000,000
$4,298,515,200
$3,926,482,050
$3,553,094,000
$3,036,933,210
$2 418,795,000
$2.116 362,120
$1,902 006,000 2
$1,778,112,000
$1,761,800,000
$1,390.944.665
$1,158,477,920
$1,056,229,000
$1,017,766,000- 5
$1,016,400,000 3 41

$1 016,2261000
$908,995,06*

Total $69,223,172,645
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Global share of reinsurance

Net premiums written by home country of reinsurer

United

Kingdom
7%

Other
7%
Japan
6%
France
4%

Bermuda

Source: Standard & Poor's Corp
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Market

Continued,from previous page
One burden European and U.S. in-
surers have shared, though, is the soft
i market.
1 Several reinsurance officials say
; they see some signs of tightening,
with most citing the retrocessional
market as the clearest indicator.
"There is definitely hardening in
the retro market,"” said Bernhard
, Fink, chief executive officer of ERC
International Re Holding GmbH and
chairman of ERC's Frankona Re and
Aachen Re units. "At that end, we see
clear signs that something is happen-
ing. How fast that translates to a gen-
eral effect on the market, it's hard to
say."
So far, tightening in the underlying
reinsurance market has been spotty,
reinsui-ers and brokers suggest.

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

The market for catastrophe cover-
age is firming somewhat, with rein-
surers declining to reduce rates any
further, said Michael Handler, man-
aging director and head of the Euro-
pean practice of Guy Carpenter & Co.
in Zurich.

Aviation reinsurance, Mr. Fink
added, is seeing an unusual split in
the market, with lead reinsurers win-
ning much better terms than follow-
ing facultative reinsurers.

"The same risk is priced different-
ly," he observed. "It may be an indi-
cation that we are more and more
finding a market where people are
prepared to pay more for lead capac-
ity, for the service of the leader."”

For most commercial property and
casualty reinsurance, though, little
change in market conditions is visi-
ble, market sources agree.

"The big industrial business in Eu-
rope is back to where it was in the

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.
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early part of this decade,"” Mr. Fink
said.

Rates on this business may be hit-
ting bottom, but a ceding company's
own loss experience will dictate
whether it faces a tougher-than-av-
erage renewal, Mr. Handler suggest-
_— a3 _ —_m

Some reinsurers, including ERC/
Frankona, Swiss Reinsurance Co.
and Gerling Global Reinsurance
Group, have announced repricing ef-
forts, hoping to shed their most-un-
derpriced business.

ERC, for example, while not fixing
the volume of business to be cut, is
ready to lose "a substantial dollar |
amount if we do not find a way to get
the price we desire," Mr. Fink said.

"We are prepared to give up busi-
ness that does not allow a profit,"
said Norbert Strohschen, chairman
of Gerling Global in Cologne, Ger-
many.

"I think that reinsurers are now
putting down their foot and not ac-
cepting reductions as in previous
years" for business such as cat covers
and excess of loss treaties, Mr.
Strohschen said. "I think the turn has
to come at the forthcoming renewal.”

Others are pessimistic about any
change in the market's direction,
though.

Any tightening so far has been only
in "isolated situations,"” such as
Canadian property risks hit by ice
storm losses, where rates have risen
as much as 60%, said Wilhelm Zeller,
chairman of Hannover Re in Han-
nover, Germany.

But for most of the market, it is
"business as usual,” he said.

"That is pretty much the situation
all over the world. The market con-
tinues to be overpopulated,"” Mr.
Zeller observed. "There is much more
supply than demand.”

Hannover Re underwriters have
been told to assume the market will
stay soft for a few more years to pre-
vent them from making "concessions
to the wrong parties” in hopes of fu-
tule improvement, he said.

"H we assume it's going to contin-
ue for another two to three years, we
will assess the situation more objec-
tively,” he explained.

Not surprisingly, these market con-

ditions have not produced good re-
sults for reinsurers. "There is no

doubt whatsoever that 1998 has been
worse than (when) reinsurers looked
at it six months ago,"” Mr. Fink said,
noting that losses from last year's
Hurricane Georges were underesti-
mated and that the last round of re-
newals failed to bring price increases.

“The financial results are deterio-
rating, definitely,” Mr. Zeller agreed.

Deteriorating results, especially in
longer-tail lines of business, will also
be increasingly difficult for reinsur-
ers to conceal as more European rein-
surers adopt new International Ac-
counting Standards or U.S. generally
accepted accounting principles, ob-
servers say (see story, page 3).

European reinsurers, particularly
German and Swiss companies, have
long been cushioned by redundant, or
"silent," catastrophe reserves. These
reinsurers' accounting systems have
been governed by the concept of
"prudent reserves," a more conserve-
tive reserving approach than the
"best estimate" reserving of U.S.
(MAP, Mr. Zeller observed.

Investors, however, have increas-
ingly expected greater transparency
in European reinsurers' financial re-
porting, Mr. Zeller said. "They don't
want prudent reserves; they want
best estimates,” he noted.

"The more companies report their
results using IAS or U.S. GAAP, the
more difficult it will be to carry for-
ward these prudent reserves, reserve
redundancies,” Mr. Zeller said.

"Companies will increasingly not
be able to set aside reserves in good

See Market on page 6
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Market

Continued from page 4
years and take reserves down in bad
years," S&P's Mr. Watson agreed.

The increased transparency wiill
also bring new pressure from share-
holders to improve financial perfor-
mance, he said.

The changes "will make it easier for
investors to say, 'I'm getting a raw
deal here, " Mr. Watson noted.

"For those companies that are pub-
lie and actively traded, there is defi-
nitely increased pressure on them and
their managements to improve their
key ratios, including their return on
equity," said Dirk Lohmann, CEO of
Zurich Re, a unit of Zurich Financial
Services Group.

While insisting that reinsurers will
still have opportunities to build
"silent” reserves, Guy Carpenter's Mr.

Timely Response.

Handler acknowledged that reinsur-
ers are increasingly focused on pleas-
ing rating agencies and stock analysts.

This is a big change for Europe, he
noted, where longstanding relation-
ships with ceding insurer clients have
historically carried the most weight.

In the past, buyers felt that"as long
as you knew the company, you could-
n't care less what the rating was," Mr.
Handler said.

"l think it actually offers a lot of op-
portunity for reinsurers,” Mr.
Lohmann said. "The transparency
that is imposed on companies adopt-
ing such a regime requires them to
more proactively manage their bal-
ance sheet and their exposure to
catastrophe losses."

It also means that reinsurer man-
agements will be held more account-
able for their companies' perfor-
mance. Poor performance may force
changes in top management, a situa-

tion that rarely existed among Euro-
pean companies in the past, Mr. Han-
dler said.

Another change that could make
reinsurers easier to analyze is the ad-
vent of Europe's common currency,
the euro, some market observers say.

"The euro is creating a situation
where you can more easily compare
companies' performance," S&P's Mr.
Watson said, noting that investors
may then press reinsurers to improve
performance or sell out and invest in
other companies.

The euro will also serve as a "handy
tool in making price comparisons”
among reinsurance products and will
aid reinsurers in monitoring their ex-

posures in various regions of Europe,
Mr. Handler said.

Mr. Lohmann concurred: "It re-
duces, to a certain extent, the com-
plexity of the balance sheet manage-
ment process," including reducing the

effort and risk of managing funds in a
variety of currencies.

Overall, the soft market and in-
creasing transparency in financial re-
porting should fuel more consolida-
tion, raising the pressure on smaller
reinsurers to be acquired and forcing
marginal operations out of the mar-
ket, some observers say.

This consolidation is not likely
arnong the largest players, where
"most of the major deals have been
done," Mr. Handler observed. Instead,
it will be mid-sized and smaller com-
panies that will be forced to merge
into larger groups, become specialist
markets or withdraw, observers say.

"The current pricing levels and (in-
creasingly complex) requirements of
clients do not encourage anymore the
broad, general insurer or reinsurer,”
Mr. Handler said.

Mr. Zeller noted cases in which U.S.

parent companies have divested rein-
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surance operations because they did
not fit the parent's core business or
because the parent itself was experi-
encing financial troubles.

"It is such situations that prompt
the sale of reinsurance entities, be-

cause shareholders have no interest in

reinsurance activities anymore," he
said.

The largest reinsurers, for the most
part, have no need of further Euro-
pean reinsurance acquisitions, added
Gerling's Mr. Strohschen. A ceding
insurer client might place 20%b or
30% of its business with a large rein-
surer and then look elsewhere for ad-
ditional capacity, regardless of the
first reinsurer's size; he said.

"It does not add value, once you
have reached a certain size, only to get
bigger,"” he explained.

Whether large reinsurers will move
beyond their own industry to make
acquisitions of other financial services
companies-as Swiss Re did earlier
this year with its takeover of invest-
ment banker Fox-Pitt, Kelton
Group-remains to be seen.

"There you see a reinsurer bringing
in additional capabilities that are out-
side the scope of traditional reinsur-
ance because of customer needs," Mr.
Lohmann said of the Swiss ]Re/Fox-
Pitt deal.

"We will see that, to a certain ex-
tent, among the top echelon (of rein-
surers), who have the resources and
scope to bring that capability to a
broader cross-section of their cus-
tomer base,"” he predicted.

But such deals may prove unique to
a large company such as Swiss Re,
Gerling's Mr. Strohschen said: "l can't
see a trend there with reinsurens com-
bining with financial institutions."

Meanwhile, convergence between
direct insurers and other financial in-
stitutions and the growth of new tech-
nology could bring changes in Euro-
pean reinsurers' client base and distri-
bution systems, some rtinsurers say.

Insurance companies are them-
selves exploring new methods of dis-
tributing products, including direct
selling, Internet sales, "counter sales
at supermarkets and God knows
what,"” Mr. Lohmann observed.

This, in turn, could bring about a
shift in reinsurers' target market "Is
it Sainsbury's or an Internet company
no one has heard of?" he wondered,
half-jokingly.

Reinsurers themselves are also in-
creasingly doing business electroni-
cally, ERC's Mr. Fink said.

"It's astonishing how quickly that
has developed," he said, adding that
the development has not been con-
fined to direct insurance of personal
lines risks.

ERC/Frankona has already had
success taking applications for facul-
tative reinsurance placements elec-
tronically, and credit and bond rein-
surance are likewise prime candidates
for Internet transactions, he said.

Mr. Strohschen, meanwhile, sees
the Internet adding to reinsurers' dis-
tribution channels but not taking over
the bulk of transactions.

"l don't think it will replace tradi-
tional ways of trading,"” he said, ex-
plaining that it may grow to account
for a small percentage of reinsurers'

overall business.

Looking to the immediate future,
some reinsurers also stressed the im-

portance of continued diversification
of their business.

Mr. Lohmann pointed to the priva-
tization of various state health and
disability insurance systems around
the world as a growing diversification
opportunity for reinsurers: -There's
quite a bit of potential that reinsurers
in the past have not focused on."

Speaking of diversification by Han-
nover Re, Mr. Zeller said, "It is only
against this background that we are
relatively relaxed in letting proper-
ty/casualty (volume) go down as long
as the market is the way it is." Ell
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Opinions

Actions will speak louder

TTTHY SHOULD MOST EMPLOYERS BE denied

an oPROISUNILY.1a use.thelr Gantive josurance

grams?

Such an approach to financing benefits can expand a
captive's premium base, spread out costs, create tax ad-
vantages and possibly allow an employer to offer less
costly benefit programs to employees.

Unfortunately, federal regulators have been unyielding
when it comes to requests to relax strict regulations that
block most employers from taking advantage of this ap-
proach. Recently, however, an official with the U.S. De-
partment of Labor signaled that stance may be changing.

We are extremely hopeful that the DOL will back up
those words with action. The first test of this willingness
to be more flexible in approving requests for funding ben-
efits via captives will come via a request currently before
the federal agency.

Such a change is long overdue.

More than 25 years ago, when congressional committee
staffers were drafting the Employee Retirement Income
Security Act, the staffers were concerned about the po-
tential for self-dealing and abuse in captive-parent bene-
fit arrangements.

One such concern, for example, was that employers
would use a captive to provide group term life insurance
coverages to employees at inflated premiums. That would
earn a hefty profit for the captive-and its parent-but
would not exactly be in the best interests of participants.

To prevent such abuses, ERISA's drafters initially
would have barred employers from using their insurance
subsidiaries to provide employee benefit coverages to em-
ployees. At the 11th hour, however, ERISA was modified
and the absolute ban slightly lifted, so that if 95% of a
captive insurance company subsidiary's business was un-
related, it would be allowed to fund benefit coverages for
its parent.

This modification was widely thought to have been the
result of lobbying efforts by Sears Roebuck & Co. to con-
tinue to use its then-subsidiary Allstate Insurance Co. to
write benefit coverages for employees of Sears. As a huge
national insurer, more than 95% of Allstate's business
was unrelated to Sears.

But few other employers had insurance subsidiaries
that would pass the 95% test. Almost as soon as the law
was put in place, therefore, other employers began to lob-
by for a liberalization of the test.

In 1979, the U.S. Department of Labor responded and
issued a regulation-known as a class exemption-that
said that as long as certain conditions were met, the par-
ent could use the captive to fund benefits for employees.
Those conditions were chiefly that the captive insurer be
licensed in a domestic state and that 50% of the captive's
business was not related to the parent. The DOL also said
approval of situations in which captives were used to

reinsure commercial insurers for benefit risks would be

decided on a case-by-case basis.
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The 50% standard has stood ever since. For nearly all
employers with domestic capives, it has been an impene-
trable obstacle to using their eaptives to fund benefit cov-
erages. Few employers would want their captives to take
on so much third-party business.

But now, as noted, a key Labor Department official says
that no longer will the 50% test be the sole determinant
of whether an arrangement passes regulatory muster.

Rather, regulators also will look to see if the proposed
funding arrangement is beneficial to participants, such as
by lowering insurance premiums or improving benefits,
and that the security of participants' benefits are protect-
ed, such as by issuing the coverage through top-rated pri-
mary insurers.

As we report on page one, one of the first tests of this
new flexibility will come with review of a pending appli-
cation by Columbia Energy Group to use a Vermont
branch of its Bermuda captive to fund long-term disabili-
ty benefits.

These types of funding arrangements should be encour-
aged, not discouraged, by the federal agency, especially if
using captives can cut benefit costs for employees, while
assuring their benefits are safe by issuing coverage front-
ed by highly rated insurers.

For employers, such arrangements can broaden their

eaptives' premium base, spread out fixed captive expens-
es over a broader book of business and-based on earlier

LABOR

DEPARTMERI

appellate court decisions and an Internal Revenue Service
ruling-possibly increase the likelihood the parent can
deduct property/casualty premiums paid to their captive
Insurers.

Funding benefits through captives, therefore, could be
a winning approach for employers and employees alike.
We hope the Labor Department agrees. Its actions will
speak louder than its words.
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Formaldehyde not present in carpets

To the editor: James F. Dorion’'s
March 8 Perspective, "Sick Buildings
Spell llls for Risk Managers,"” discusses
a list of chemical contaminants that
provide possible exposures in the indoor
environment. This list contains an inac-
curacy.

The listing for formaldehyde content
includes carpets, which is incorrect.
Formaldehyde is not used in the carpet
manufacturing process in the United
States. Over 20 years ago, it was used in
minute quantities in the finishing pro-
cess, but this is no longer true.

Mr. Dorion's article is correct in ac-

knowledging that buildings that are not

providing acceptable indoor air quality
can be a problem. It is essential that all
buildings be properly maintained, rou-
tinely cleaned, and contaminants be
kept out.

The carpet industry has been very
proactive in researching its products
and the interaction of carpet products in
the indoor environment.

In cooperation with the Environmen-
tal Protection Agency, the carpet indus-
try was engaged in a dialogue that re-
sulted in research by the industry. This
has been done in an effort to continue to
provide environmentally friendly prod-
ucts with little impact on the indoor air.

Please note that a testing program by
the Carpet and Rug Institute includes a
test for formaldehyde in order to show
that it is not present in new carpet.

Since the beginning of our research in
late 1988, carpet has been a focus of at-
tention by the insurance industry and
the legal profession. In all of the law-
suits, no one has been able to establish
any link of maladies caused by carpet;
and plaintiffs have not received favor-
able decisions.

Kathryn Sellers

Director of Communications
Carpet & Rug Institute
Dalton, Ga.
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More political risk opportunities seen for reinsurers

By EDWIN UNSWORTH

hen Lloyd's of Lon-

don begins under-

writing political risk

insurance for compa-

nies trading in Bosnia

and Herzegovina, it's
pretty clear that perceptions about
using this form of insurance to
grease the wheels of world com-
merce are changing.

INn recent years, more private in-
surers and reinsurers have begun
cooperating with state political risk
facilities to provide expanded polit-
ical risk capacity that can help un-
derpin trade and foreign invest-

ment.

It is the changing global market-

place that is creating an expanded
role for private political risk insur-
ers and reinsurers, according to
Louis Habib-Deloncle, chairman
and chief executive officer of a
leading political risk insurer, Paris-
based Unistrat Assurances.

Mr. Habib-Deloncle said multi-
national companies today are less
worried about the possibility of na-

tionalization of their assets than

about the possibility that govern-
ment authorities will undermine the
viatila:y of their projects by cancel-
ing a zoncession or breaking a sup-
ply ecntract.

Th.3 means buyers are also less
inte. zated in traditional types of
products, such as confiscation cov-
erage and instead want to protect

Like any businessman you want to make your

business grow As an insu, er it involves more risk

than In any other Who then can back you

sufficiently to setyourmind keto go forward 7

You can trust A XA RE k a member of

one of the woll largest insurance and

investment groups managing $600 billion

LONDON MIAMI MONTREAL NE

Go ake a

their revenues with the best possi-

ble coverage and at the right price.
The arrival of more reinsurers in

this market bears witness to the

The arrival of reinsurers

bears witness to the

buoyancy of the

political risk market, says
Louis Habib-Deloncle.

buoyancy of the political risk mar-
ket, he said. He welcomes this ar-
rival, because demand for capacity
from the private sector is growing

both as a result of increasing inter-
national trade and investment and
because of a reduction in political
risk capacity from traditional gov-
ernment sources, particularly Euro-
pean export credit agencies, due to
regulations restricting state subsi-
dies.

In addition, the size of many risks
is growing, creating need for more
capacity. Some risks today, such as
major infrastructure projects, are
too heavy for an individual insurer

to bear, "and from that standpoint,
it's better for the insurer to dilute

the risk, thanks to reinsurance tech-
niques,"” he added.

Mr. Habib-Deloncle also points
out that political risk insurance
now is an industry in itself and not

RE ofters the most solid financial backing

could hope for

u can also expect from us a fast reply a good

service and the professionalism of the

best experts in reinsurance

So go ahead with your business

And go ahead with AXA RE

ORK PARIS SINGAPORE

just some coverage that should be
tacked onto other policies. "You
definitely need an expertise and a
know-how to select your risk,"” he
said.

Even countries as politically
volatile as some in Eastern Europe
now are seen by insurers and rein-
surers as potential markets for
writing this line of coverage, de-
spite-and sometimes because of-
the current soft pricing conditions
in other parts of the property/casu-
alty market,

There is a general consensus,
however, that the private political
risk market may have reached a
critical phase, with rising capacity
coinciding with increasing claims.
Some reinsurers, as a result, are
showing signs of reducing their un-
derwriting in this area, while others
are no longer as keen to enter this
market.

The new Lloyd's coverage for
Bosnia and Herzegovina, unveiled
in July, is written in conjunction
with a state trade guarantee agen-
cy, an arrangement similar to other
ventures involving private under-
writers. Lloyd's is partnering with
the Bosnian government's trade and
investment insurer, the Investment
Guarantee Agency (BlI, July 5). The
arrangement initially will double to
80 million deutsche marks ($48.4
million)-and later may triple-the
IGA's capacity to provide political
risk insurance to businesses trading
in those countries.

It was London-based trade credit
and political risk broker Berry
Palmer & Lyle Ltd. that had won
IGA's search for a broker that could
devise a plan to increase its capaci-
ty.

Beny Palmer & Lyle had in Octo-
ber 1998 appointed a director, Ed-
ward Watson, to head a new rein-
surance team to specialize in politi-
cal risk reinsurance brokering.

Mr. Watson said his appointment
was a strategic move to create new
business opportunities in the politi-
cal risk reinsurance markets in
which Berry Palmer & Lyle already
operated.

He adds that there are a number
of areas seen as providing political
risk reinsurance opportunities,
mainly because, for some years, the
political risk market has utilized
the soft reinsurance market,
"putting political risks into general
reinsurance programs, which, quite
frankly, don't match terribly accu-
rately the requirements of the orig-
inal business.”

He said the main advantage of
this increase in dedicated reinsur-
ance capacity is that it means polit-
ical risk packages are put together
by specialists who understand the
risks and can put together coverage
tailor-made for the policyholder's
needs, "as opposed to generalist
reinsurers applying generalist rules
to a highly specialist class.” There

are also opportunities for reinsurers
to write short-term trade credit

risks, he said.

The private insurance sector is
expanding into the short-term trade
credit sector, which is usually de-
fined as coverage terms of up to two
years. An example is the privatiza-
tion in 1991 of the short-term busi-
ness of Britain's Export Credit
Guarantee Department.

Such changes are "going to bring
a lot of political risk business into
the private sector,” according to
Mr. Watson.

In Germany, insurers, helped by
the backing of reinsurers, also are
breaking the export credit insur-
ance monopoly traditionally held

See Risk on page 12






12 / Business Insurance, August 30, 1999

Spotlight report

Risk

Continued *om page 10

by Hermes Kreditversicherungs
A.G., a subsidiary of Allianz A.G.
Holding. Hermes for the past half
century has been the sole adminis-
trator of government guarantees for
German exports.

At the start of 1999, Gerling-

Konzern Speziale Kreditver-

sicherung A.G., the credit insurance
unit of Cologne, Germany-based
Gerling A.G., began insuring ex-
porters’ political risk in additicn to
its existing export credit guarantee
business.

In general, political risk policies
cover the financial consequences of
direct and indirect foreign govern-
ment actions, such as seizing prop-
erty; imposing confiscatory taxes or
levies; denying licenses, permi:s or

visas; establishing excessive tariffs
or monetary control; and denying
access to essential products, raw
materials or energy sources. Gov-
ernments have traditionally provid-
ed this coverage and credit insur-
ance, which protects exporters from
payment default by customers.

GKS management board member
Volker Weisbrodt said the insurer
fet. able to challenge Hermes'
monopoly position because, for the
first time, reinsurance capacity was
available to support the company's
move into writing political risk cov-
erage.

He attributes this rise in reinsur-
ance capacity to a general move by
insurers and reinsurers into new ar-
eas as they seek new areas for pre-
mium growth against a backdrop of
low rates and high capacity.

Mr. Watson at Berry Palmer &
Lyle said, however, that there may

be signs this interest in she political
risk market may be ccoling.

‘Things will get tougher, ' but
there still will be a need for special-
ist reinsurance programs in this
area, he said.

Mr. Watson added that the.speed
and rate of change will depend cn a
combination of the degree of losses
in reinsurance programs and the
general state of the reinsurance
market, bearing in mine that politi-
cal risk is a relatively perigheral
area for reinsurers.

What Mr. Watson said he finds
inieresting is that the private sector
is moving much more broadly into
all areas of political risk and into
risks in most countries of the world,
which is one of the reasons Barry
Palmer & Lyle has enter.ed this
field. "We've seen political risk
grow in volume, in spread, in scope,
with the opportunities for to.h the

insurance and reinsurance markets
growing considerably," he said.

Private insurers also are intro-
ducing more political risk programs
that increase the opportunities for
reinsurance involvement.

CNA International recently intro-
duced its WORLDPASS program,
which provides multiline insurance
protection, includ-ng political risk
coverage, for companies doing busi-
ness worldwide (B:, July 5),

Also this summer, AIG Europe
(U.K)) Ltd. launched WORLDRISK,
a sort of all-risks insurance product
for companies involved in interna-
tional trade tha: also offers political
risk insurance (Bl, June 14)

Peter Jenkins, political risk un-
derwriter at AIG Europe, explained
the rationale behind such compre-
said

hensive prograrns. He

WORLDRISK all

encompasses

risks and is mainly a means of
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streamlining coverage for commer-

cial policyholders so that, instead of i
dealing with half a dozen or so dif- i

ferent underwriters at AIG, they

can wrap up insurance coverage in |

one process.

Bernie de Haldevang, political

and war risk underwriter at Lon- ]

don's Wellington Underwriting
PLC., which leads Lloyd's cover-
age for Bosnia and Herzegovina,

said there has been growing interest ,

among major European reinsurers

in writing political risk coverage.

He is not convinced that such in- 2

terest is fueling overcapacity, part- 1

ly because at least some of the
growth in European capacity is be-
ing offset by North America merg-
ers, which he thinks are reducing
capacity.

The main interest in this market {

still is from the direct writers rather
than reinsurers, said Mr. de Halde-
vang. He breaks these down be-
tween:

e The "genuine ones," which
have either underwritten political
risk before and want to expand be-
cause it's a profitable line with his-
torically good rates and could com-
plement their core businesses.

 And "the others,"” which are
showing interest simply because
their premium volume on their core
businesses is so low due to lower
rates.

In the short term, this situation is
probably good for buyers, though in
the long term it will depend on
whether it's also good for insurers
themselves, said Mr. de Haldevang.

Underwriting political risk re-
quires some expertise, and, when
writing a five-year policy, it could
take two to three years to find out
whether the policy will be prof-
itable.

Investors in foreign countries of-
ten enjoy start-up incentives such
as tax breaks for the first few years,
and so it may not be until year four
or five "that you know if its a good
risk and that you've underwritten it
properly,” he said.

Mr. de Haldevang said it is diffi-
cult to generalize about rates be-
cause so many factors affect them,
in particular the circumstances of
individual countries. Some rates
went up in the past nine months be-
cause of the Far East's economic
crisis, while in other countries rates
have halved in the past year, he
said.

Mr. Watson of Berry Palmer &
Lyle pointed out that the important
point about political risk capacity
"is not so much who's going to come
in, but that we bring good quality
reinsurers in who develop a com-
mitment to the class.”

Mr. Habib-Deloncle said he
thinks some insurers and reinsurers,
particularly those who have "leapt
opportunistically” into political
risk, may be undermining their cap-
ital base and thus may be more sus-
ceptible to negative results in tradi-
tional reinsurance lines.

"Because of that, | believe some
people who came into the niche wiill
no longer have the financial
strength and capacity to carry the
risks. Political risk is no longer iso-
lated from the rest of insurance and
reinsurance activity,"” he said.

Mr. Habib-Deloncle adds another
word of caution. Some underwriters
have pure risk capacity represent-
ing two or three times their annual
volume in political risk. "I'm not
calling it a dangerous situation yet,
but it's a real matter of concern,” he
said. He stresses that both direct in-
surers and reinsurers of political
risk need to make sure they strike a
proper balance in their portfolios.

He adds: "As direct market play-
ers, it would not be in anyone's in-
terest. The market would suffer and
confidence would be lost" £1I
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Australian reinsurance market in turmoil

By MATTHEW MacDERMOTT

indusgtry is at the cross-
P
h :
I

in international markets or
take a niche role.
That's the view of lan Thompson,
a director of Standard & Poor's In-
surance Rating Service in Mel-
bourne, Australia. Such an opinion
can be traced to the collapse of
New Cap Reinsurance Corp. Ltd.
and the precarious position of
Reinsurance Australia Corp. Ltd.,
Australia's only two specialist rein-
surers.

But the problems in Australia's

ON BEING THERE.

reinsurance incustri have not been
confined to New Cap Re and ReAC,
established in 199€ and 1993, re-
spectively

Earlier this month, Australian
non-life insurer G1O Australia
Holdings Ltd. of Sydney an-
nounDed that its reinsurance divi-
sion, GIO Re, will be sold or run off
after incurring losses of $759 mil-
lion Australian ($493.3 miillion) for
the 1998-99 fiscal year.

GIO Re, establisked in 1986, was
Australia's largest reinsurer, with
gross annual written premiums of
more than $910 mi:lion Australian
($584.9 million).

After GIO 's announcement,
Standard & Poor's placed GIO
Australia Holdings on CreditWatch

with negative implications.

Mr. Thompson said the events
surrounding New Cap Re, ReAC
and GIO in 1999 have put a "dent”
in the international credibility of
Australia's reinsurance industry.

He said the reinsurers' large loss-
es have issued a big challenge to the
Australian reinsurance market.

"The challenge is now there (for
Australian reinsurers) to sustain
their business by choosing which
role they want to play,"” Mr.
Thompson said.

Meanwhile, non-life insurer QBE
Insurance Group Ltd. has managed
to keep its reinsurance business
profitable.

New Cap Re, ReAC and GIO Re
dominate the Australian interna-

tional reinsurance business. While
New Cap Re and GIO Re are un-
likely to survive, ReAC appears to
have taken up Mr. Thompson's
challenge by implementing senior
management changes and an ex-
tensive review of its reinsurance
portfolio.

Mr. Thompson said the troubles
surrounding New Cap Re and
ReAC are particularly significant
for the Australian reinsurance in-
dustry, as they are the only two
specialist reinsurance companies
listed on the Australian Stock Ex-
change.

Both companies established
overseas underwriting operations
that actively competed for interna-
tional business, and their develop-

nsurance can be a powerful, positive force, if
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ment represented a new stage in
Australia's emergence as a signifi-
cant player in the international
reinsurance market.

But things have turned sour for
the two Australian reinsurers, with
New Cap Re placed into voluntary
administration and headed for lig-
uidation, and ReAC reporting a
1998 loss of $42.8 million Aus-
tralian ($27.8 million) and boosting
its unreported claims reserves by a
further $60 million Australian ($39
million) in anticipation of a fresh
onslaught of 1998 claims.

Both companies have blamed
their woes on 1998's well-publi-
cized string of disasters, including
hurricanes Mitch and Georges and
several satellite failures, but Stan-
dard & Poor's Mr. Thompson said
the reinsurers' problems may lie
more with their eagerness to estab-
lish a presence on the international
reinsurance stage.

He said New Cap Re and ReAC
have had to participate in "less-at-
tractive business"” to build a market
presence, and the result, when dis-
asters have struck, has been disap-
pointing.

After a first-year loss of $1.2 mil-
lion for the year ended Dec. 31,
1997, New Cap Re, which has un-
derwriting operations in Sydney
and Hamilton, Bermuda, still is un-
sure of the full extent of its 1998
losses.

After forecasting estimated 1998
losses of more than $140 million in
April, New Cap Re's Bermuda un-
derwriting operation was placed in
provisional liquidation, and an ad-
ministrator was appointed to its
Australian underwriting business.

The administrator, John Gibbons
of the Sydney accounting firm of
Ernst & Young, estimates New Cap
Re's 1998 losses are now closer to
$200 million, and he has recom-
mended liquidation of the compa-
ny.

New Cap Re's creditors, mainly
overseas insurers, met in Sydney on
Aug. 5 and have delayed until Sept.
5 a decision on whether to liquidate
the reinsurer.

New Cap Re's Bermuda business
already is being liquidated by the
Bermuda Registrar of Companies.

While New Cap Re's fate is in the
hands of its creditors, ReAC man-
agement is working to turn around
the fortunes of the struggling rein-
surer.

ReAC's 1998 loss was effectively
a $110.8 million Australian ($72
million) decline from its 1997 prof-
it of $68 miillion Australian ($44.2
million).

After announcing in May that
1998 losses were expected to get
even worse and that the company
was increasing its unreported
claims reserves by $60 million Aus-
tralian, ReAC split its formerly
combined roles of chief underwrit-
er and chief executive officer. Mike
Kelly, who previously held both
roles, remained as chief underwrit-
er, while Nick Steffey, former CEO
of GIO, was appointed ReAC CEO.

Since his appointment, Mr. Stef-
fey has been conducting an exten-
sive review of ReAC's reinsurance
portfolio. He plans to make results
of that review public in September.

ReAC is scheduled to release its
results for the first six months of
1999 at the end of August.

Mr. Steffey also has been meeting
institutional investors worldwide
in an attempt to boost the reinsur-
er's lagging capital and stock mar-
ket performance, which has fueled
ongoing takeover speculation.

In July, U.S. funds manager SAC
International Equities of Connecti-
cut bought a 6% stake in ReAC,
making SAC the reinsurer's third-
largest shareholder.

See Australia on page 18
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A ReAC spokesman dismissed spec-
ulation that SAC may be positioning
for a takeover. He said SAC was just
one of many potential U.S. investors
Mr. Steffey approached.

While ReAC has responded to its
poor results by reviewing its under-
writing portfolio and strategy, GIO
has decided to edt reinsurance

CEO Peter Corrigan said GIO has
suspended its reinsurance underwrit-
ing while it tries to sell GIO Re. If GIO
can't sell it, GIO Re will be run off,
Mr. Corrigan said.

GIO Re recorded a $189 million
Australian ($122.8 million) loss for the
1997-98 fiscal year and a $19.6 nzinion
Australian ($12.7 million) loss for the
six months to Dec. 31, 1998. In May,
after an independent actuarial review

by Ernst & Young, GIO forecast a
reinsurance loss of $300 million Aus-
tralian ($195 million) for the 1998-99
financial year. Most of the forecasted
loss was attributed to increased provi-
sioning for past-year claims.

After the forecast was announced,
Tim Fox, GIO Re's executive director
since taking the role in November
1998, left the company.

At the time of the forecast, Mr. Cor-
rigan said GIO Re's results were dis-
appointing but that the business re-
mained "sound.”

After confirming that losses had es-
calated to $759 million Australian,
however, Mr. Corrigan said GIO Re's
exposures were "out of line with rea-
sonable risk tolerances.”

"This situation reflects a business
where the management processes and
disciplines were historically poor," he
said.

Mr. Corrigan said the $759 million

Australian loss more than offsets GIO
Re's total profits since its establish-
ment in 1986 and that the GIO Re
business now provided "nc strategic
relevance" to the GIO group.

Mr. Corrigan, formerly head of the
general insurance arm of Australian
composite insurer AMP Ltd., became
CEO of GIO in January after AMI?
gained 57% control of GIO.

He said GIO and AMP are consider-
ing legal action against former GIO
directors, including ReAC's Mr. Stef-
fey

At the time of the AMP takeover,
GI1O directors said GIO Re's results
were expected to improve significant-
ly from 1998.

QBE is one Australian company
that has managed to keep its reinsur-
ance business in the black.

Overall, QBE's reinsurance opera-
tions, which include Sydney-based
Sydney Reinsurance Corp. Ltd., Lcn-

don-based QBE Re (UK) Ltd., and
Dublin-based QBE Insurance & Rein-
surance (Europe) Ltd., have pm,duced
five consecutive years of profit, with
an average combined operating ratio
of 95.5%.

For the six months to Dec 31, 1998,
QBE's reinsurance business recorded
a combined operating ratio of 99.9%.
The company's full year 1998-99 re-
sults are not yet publicly available.

Frank O'Halloran, QBE managing
director, said the Dec. 31 result was
"satisfactory," considering the fre-
quency of large losses in 1998.

He said QBE will continue its poli-
cy of conservative reinsurance under-
writing and claims provisioning and
its emphasis on excess-of-loss and
specialty products.

Mr. O'Halloran said QBE also is in-
terested in pursuing reinsurance ac-

quisitions in Europe, the United
States and Latin America. lai

The Spark

That Ignites
the Solution

New laws
may bring
growth

in Egypt,
Saudi Arabia

By MARIA KIELMAS
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tries.

The greatest expansion in this
market is expected in Saudi Ara-
bia, where the Saudi government
in August approved a new com-

=

pulsory health insurance program
for the kingdom's estimated 6.5
million foreign workers.

Health insurance premiums ac-
count for about $170 million, or
22%, of the country's total premi-
um of about $760 million, but sig-
nificant increases in health premi-
ums are expected once the new
law on health insurance is imple-
mented. Though no date has been
set for the law to take effect, it
will apply to all foreign workers.
The issuance of a work permit in
Saudi Arabia could be contingent
upon the worker obtaining the
private health coverage.

Currently, foreign workers who
do not have private health insur-
ance receive free medical care
from government hospitals. But
years of low oil export revenues in
the Middle East have led to cut-
backs in government spending,
and some countries no longer can
afford to provide generous cradle-
to-grave social benefits.

The Saudi Cabinet also has set
up a committee to study the ex-
tension of this program to Saudi

nationals.

INn addition to creating opportu-
nities for direct health insurers
and consequently reinsurers, a
dramatic expansion of the Saudi
market will bring to the fore the
issue of insurance regulation.

Saudi Arabia has no insurance
laws and no insurance industry
regulator. There is only one ad-
mitted insurance company, the
Riyadh-based and state-owned »
National Company for Co-opera-
tive Insurance, which is struc-
tured according to Islamic princi-
ples.

"It's a hybrid between a West-
ern-style mutual and a joint stock
company. Our shareholders are
government agencies,” said Ali
Subaihin, assistant general man-
ager of sales and marketing at
NCCL

All of the major international
iNnsurance and reinsurance com-
panies, as well as a growing num-
ber of national companies, oper-
ate in Saudi Arabia on a non-ad-
mitted basis by registering else-
where-usually in Bahrain or the
United Arab Emirates-and run-
ning branch offices in Saudi Ara-
bia.

NCCIl writes about 2526 of the
gross premium volume in the Sau-
di market of about $760 million.
The company has conventional
reinsurance arrangernents inter-
nationally, Mr. Subaihin said.

INn recent years, there has been
speculation within the insurance
sector that NCCI itself could be-
come the insurance regulator. Mr.
Subaihin, however, dismissed
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such ideas. "We welcome the de-
velopment of similar (insurance-
companies," he remarked, adding.

"We don't want to be a regulator.
We believe there should be an in-

surance law, and we think tha:
the Saudi Arabian Monetary
Agency can fulfill that." SAMA
acts as both the sSaudi central
bank and the banking industry
regulator.

One of the first companies to of-
fer health insurance in the Saudi

market was the Islamic Arab In-
surance Co., part of the Jiddah-
based Dallah Al Baraka group cf
companies. IAIC, like other insur-
ers operating in the area, is regis-
tered in Bahrain but operates in

Saudi Arabia and other Islamic
countries.

But the results for the business
have never been good, said Has-
san Muitaba, IAIC's assistant di-
rector general. A lot of major rein-

return, Mr. Mujtaba said.

"Every effort of rate stabiliza-
tion is foiled by the entry of some
new cowboy into the market, who
withdraws after burning their fin-
gers, leaving space for another

ARIG was created in 1981 as the Arab

world's first international reinsurer, with

shares owned equally by the governments
of Kuwait, United Arab Emirates and Libya.

surers, such as Hanncver Reinsur-
ance Co. and the Babrain-based

Arab Insurance Group, or ARIG,
have withdrawn from the Saudi
market for this reason, though
ARIG is thought to be trying to

new entry,” Mr. Mujtaba ob-
served.

"There is a chronic oversupply,
and we still see a downward pres-
sure on rates," said Tony Long, vp
of broker Al Salamah Arabian

Agencies Co. Ltd. in Al Khobar.
Al Salamah is a correspondent for
Aon Corp. in Saudi Arabia,
though Aon does not hold any eq-
uity in its Saudi partner.

Even under these conditions,
though, "there is almost a never-
ending queue of organizations
wanting to open up in the region,"
Mr. Long said.

Despite its problems in Saudi
Arabia, insurance industry execu-
tives say ARIG likely will become

one of the major players in the
new Saudi health insurance mar-

ket.
ARIG was created in 1981 as the
Arab world's first international
reinsurer, with shares owned
equally by the governments of
Kuwait, United Arab Emirates
and Libya. In 1994, ARIG restrue-

tured into two main units: ARIG

Re and ARIG Insurance Invest-
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ments. In 1997, the company was
converted into a publicly held
company through an initial public
offering.

"Reinsurance is still the core
business, but we wanted to enter
into direct insurance in the Arab
market,"” said a company spokes-
man in Bahrain. ARIG has ex-
panded into the Moroccan, Tun-
isian, Egyptian and Lebanese di-
rect insurance markets.

On the medical insurance side,
ARIG has a dedicated subsidiary,
Bahrain-based Arab Health &
General Insurance Co., which pro-
vides group and individual cover-
age, as well as clinics run by its
subsidiary, ARIG Care.

ARIG's 1998 profits fell to $1.6
million, down 96% from 1997, due
to a soft global reinsurance mar-
ket, high aviation reinsurance
losses and bad results in its direct
insurance writing.

Outside of the Gulf countries,
hopes for a revival of Middle
Eastern market growth have rest-
ed with Egypt.

Led by Economy Minister
Youssef Boutros Ghali, the Egyp-
tian government last year passed
a law that permits 100% foreign
ownership of insurance compa-
nies in Egypt. The law aimed to
provide the impetus for growth in
what, in terms of population,
should be the most important
Middle East market.

National gross premium income
for the year ended in June 1997,
the latest time period for which a
figure is available, was $440 mil-
lion, or about 0.5% of gross do-
mestic product, according to the
economy ministry. But for all of
the government's hopes, the mar-
ket has not moved forward.

"The legislation is available but
has not been implemented be-
cause of political and social rea-
sons," said Roger Powell, assis-
tant manager at the Cairo office of
broker Marsh Inc.

The hurdles are Egypt's rigid la-
bor laws, under which employees
in the over-staffed state insurers,
like employees in other state-
owned companies, regard them-
selves as having jobs for life. For-
eign insurers are interested in
buying into these companies but
will not be able to increase prof-
itability if they cannot slim down
staff levels, Mr. Powell said. This
is hampering the government's
plans to privatize the four state-
owned companies that control the
Egyptian market: Misr Insurance
Co., Al Chark Insurance Co., Na-
tional Insurance Co. and Egyptian
Reinsurance Co. Combined, Misr
and Al Chark control 8026 of the
Egyptian market.

Despite the new law, the Egyp-
tian market remains heavily regu-
lated. Removal of tariff controls
began in 1996, but the govern-
ment, under pressure from the do-
mestic market, excluded property
and motor coverage from the lib-
eralization.

As a result, existing foreign
ventures in the Egyptian market
are in the life sector. American In-
ternational Group Inc. is a 49%
partner with local company
Pharaonic Insurance Co. in a life
insurance company called Alico
Inc. Bahrain-based ARIG holds
54926 of life insurer Allied In-
vestors Insurance Co., and U.K.-
based Legal & General Insurance

Co. has started a life insurance

venture with Egypt's Commercial
International Bank.

Foreign companies are not per-
mitted to work as retail brokers in
the Egyptian market and must re-
strict their activities to servicing
their multinational clients, Mr.
Powell said. [itl
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Commission requirements when seek-
ing a listing on a U.S. stock exchange

, said David Greenfield, a partner at

KPMG L.L.P. in New York.

1 "And the reason they want a listing

is that they want access to the U.S.
capital markets,"” he said.

The consolidation of the insurance
and reinsurance indust:ry also has led
to an increase in European insurers
and reinsurers having stock market
listings in the United States, Mr.
Gmenfield said.

When a foreign company wants to
acquire a U.S. company, the sellers,
for tax reasons, may want to receive
their payment in U.S. shares rather
than cash or foreign shares, he said.

Also, management executives at
foreign insurers and reinsurers may

want to publish U.S.-style accounts so
they can more easily benchmark their
companies' performance against U.S.
peers, Mr. Greenfield said.

All these are reasons why more and
more European companies are pub-
lishing U.S. GAAP accounts, he said.

In addition, European insurers and
reinsurers need to have significant
U.S. operations if they want to be
considered truly global companies,
said Rafael Villarreal, an analyst at
Moody's Investors Service Ltd. in
London.

And more frequently, as foreign in-
surens and reinsurers file U.S. GAAP
accounts for their U.S. operations,
they become more familiar with the
accounting system and are more will-
ing to apply U.S. GAAP principles to
their other operations and seek a list-
ing in the United States, he said.

As the insurance and reinsurance

markets become more integrated,

with more U.S. companies owning
foreign reinsurers and more foreign
reinsurers seeking to be listed in the
United States, there is a trend toward
more foreign reinsurers publishing
accounts that comply with U.S.
GAAF requirements, agreed William
J. Adamson, chief executive officer cf
CNA Re, a Chicago unit of CNA Fi-
nancial Corp.

As a result, reinsurance buyers can
more easily compare reinsurers, he
said.

"It makes it easjer for them to un-
derstand what's happening at a num-
ber of companies that are in very dif-
ferent jurisdictions,” he said.

And because US. GAAP require-
ments demand more disclosure of fi-
nancial information, buyers are able
to get a more detailed picture of rein-
surers' financial strength, Mr. Adam-

son said.

Size might be an important part of

-

It takes decades of focused expertise, combined with the rare trait of flexibility to devise the kind

of innovative solutions necessary for today's reinsurance programs. And we keep your programs

moving swiftly toward their objectives because you work directly with decision makers, reinsurance

professionals who chart a smooth course around bureaucratic waters. These are the resources you
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need to move business in the right direction.

that picture.

One of the main differences be-
tween U.S. GAAP accounting stan-
dar(is and most European accounting
standards involves the allowance of
special reserves.

Undeclared equalization, or catas-
trophe, reserves are not permitted un-
der U.S. GAAP rules, whereas several
European companies, most notably
Germany, allow insurers and reinsur-
ers to amass enonnous tax-free re-
serves to use when they have large
catastrophe claims.

When European insurers and rein-,
surers publish U.S. GAAP figures,
those reserves are counted as equity.
Thus, the European companies often
appear to be much larger companies
under U.S. accounting standards.

The possible future sale of shares in
Hannover Reinsurance A.G. to U.S.
investors was one of the reasons why
the German reinsurer decided to pub-
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lish U.S. GAAP accounts as well as
German accounts earlier this month,
said Herbert Haas, a member of the
executive board in Hannover, Ger-
many.

Hannover Re's major shareholder,
HDI Group in Hannover, has said it
would be prepared to sell up to 25%
of its 75% shareholding in the rein-
suier for the right price, he said.

Because stock analysts in the Unit-
ed States and the United Kingdom
are the ones most familiar with the
reinsurance markets, the U.S. market
would likely be the best place to seek
future investors, Mr. Haas said.

"If you say that you want to sellin a
market that understands the industry,
you have to do it in the U.S., and to do
that you have to have a listing in the
U.S.," he said.

Complying with U.S. GAAP re-
quirements makes a huge difference
to Hannover Re's published accounts.

For 1998, Hannover Re's net income
was 103.2 million deutsche marks
($62.4 million) under German ac-
counts but 378.4 million deutsche
marks ($228.7 million) under U.S.
GAAP. Stockholders' equity in-
creased from 678.1 million deutsche
marks ($409.9 million) under German
accounts to 2.73 billion deutsche
marks ($1.65 billion) under U.S.
GAAP, Mr. Haas said.

Both figures are affected by the
catastrophe reserves that Hannover

Re is allowed to leave off its state-

ments under German accounting but
not under U.S. GAAP. The reserves
remain in place to pay catastrophe-re-
lated claims, but they are counted as
shareholder equity under GAAP.

Despite the increased equity, Han-
nover Re is not overcapitalized com-
pared with other German and Swiss
reinszirers, Mr. Haas said.

While the reinsurer has to concen-
trate on its return on equity, it also has
to maintain adequate capital and
maintain its ratings from rating agen-
cies, he said.

Prior to publishing GAAP figures,
Hannover Re already had managed its
capital carefully, Mr. Haas said. Over
the past two years it has distributed
all of its profits to shareholders, and it
has financed acquisitions through
debt rather than rights issues, he said.

SCOR S.A. in Paris began publish-
ing its accounts complying with both

U.S. GAAP and French accounting
standards in October 1996 after it list-

ed its shares on the New York Stock
Exchange.

Compliance with U.S. GAAP re-
quirements led to several differences
in the financial picture the reinsurer
presented of itself, said Maurice
Toledano, chief accounting officer at
SCOR in Paris.

Most notably, the conversion to
U.S. GAAP accounting led to an in-
crease in equity: For 1998, equity un-
der GAAP was $275 million euros
($289 million) more than it was under
the French accounts, he said.

Another issue affecting SCOR is the
different treatment of financial rein-
surance under U.S. GAAP, Mr.
Toledano said.

INn some contracts where there is lit-
tle insurance risk, the premiums for
the coverage are logged as premium
income in French accounts but as a
deposit, or asset, in the U.S. GAAP
accounts, he said.

"This does not make a difference in
terms of net income, but in terms of
the presentation of premiums and
losses and assets, it does make a dif-
ference,"” Mr. Toledano said.

The difference in accounts does not
make SCOR's strategy different, he
said.

Other European insurers and rein-
surers will likely feel more pressure
from shareholders and analysts if they
follow the trend of publishing U.S.
GAAP accounts, said Donald Watson,
a director of Standard & Poor's Corp.

See GAAP on page 24
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in New York.

While European companies will
enjoy the ability to raise funds in the
world's largest capital market after
they are listed in the United States,
they also will face the greater disclo-
sure requirements of U.S. accountir_g
standards, he said.

"It's like going naked at a party.”
Mr. Watson quipped.

In addition, to generate returns to
match the higher equity under U.S.
GAAP, European insurers and rein-
surers may have to increase rates, he
said.

"They may be forced to price their
coverages more realistically,” Mr.
Watson said.

U.S. GAAP does provide accounts
that more accurately reflect the true

economic strength of a company, and
that may lead to pressure from in-
vestors, agreed Mr. Villarreal of
Moody's.

In addition to recording catastro-
phe reserves as equity, European
companies may also appear to have
much larger assets under U.S. GAAP
accounting, he said.

Several European countries re-
quire that assets of insurers and rein-
surers are valued at cost-the price at
which an asset was bought, exclud-
ing any unrealized increase in value.
INn the United States, assets are
recorded at market value, including
unrealized gains.

"It doesn't mean that they have to
unwind everything that they have
done in the past, but in some cases
shareholders may say that a compa-
ny is grossly overcapitalized and

there should be a special dividend,"
he said.

PXRE Reinsurance Company

Committed to continuit¥ of coverage in risk transfer

But the pressure to release catas-
trophe reserves once they are pub-
lished under U.S. GAAP may not be

as intense as it would have been pri-
or to the chain of losses that hit inter-

national insurers and reinsurers in

To generde returns to
match the higher equity
under U.S. GAAP, European
insurers may have to raise

rates, says Donald Walson.

the late 1980s and 1990s, said Jeremy
Dickson, a partner at Pricewater-
houseCoopers in London.

"A fairly substantial proportion of
the reserves diminished as they have
had to pay losses," he said.

Also, many shareholders in Ger-
man insurers and reinsurers are Ger-

man institutional investors. These in-
vestors also may have conservative
balance sheets and are, therefore, less
likely to put pressure on insurers and
reinsurers to reduce their capital, Mr.
Dickson said.

Insurers and reinsurers may even-
tually have another accounting op-
tion.

In the future, European insurers
aiid reinsurers may be more inclined
to publish accounts in accordance
with a developing International Ac-
counting Standard for insurance and
reinsurance, Mr. Dickson said.

The IAS has been developing stan-
dards for insurance and reinsurance
for nearly two years and is expected
in the fall to publish a position paper
seeking comment, Mr, Dickson said.

The standards, which will be craft-
ed to ensure SEC acceptance, should

1 he goal of property/casualty reinsur-
ance is to protect your bottom line from
risks that can't rationally be foreseen.
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be completed in 2002 or 2003, he said.

These standards likely will lead to
more transparent, internationally ac-
cepted accounting standards, and
European insurers and reinsurers
will feel more comfortable complying
with those than with U.S. GAAP, Mr.
Dickson said.

The actual process of moving to
U.S. accounting standards can be
difficult, said Mr. Greenfield of
KPMG.

Typically, GAAP disclosure re-
quirements are more extensive than
those in Europe. For example, in ad-
dition to requiring that reserve levels
be declared, U.S. accounting stan-
dards require that investment portfo-
lios be disclosed more fully, he said.

Also, converting to U.S. accounting
standards often requires that Euro-
pean insurers and reinsurers go back
several years to account for previous
acquisitions, Mr. Greenfield said.
Unlike many European accounting
standards, U.S. GAAP principles re-
quire that the goodwill in purchases
be amortized over- sever-al years.

"So they have to go back and fig-
ure out what the goodwill would
have been and then amortize that,"”
Mr. Greenfield said. Often it is time-
consurting and difficult just to locate
the old records, he said.

And U.S. regulatons require timely
accounts every six months from for-
eign companies, whereas the author-
ities in their home countries often re-
quire only annual accounts and per-
mit a significant time lag between the
end of the financial period and the
filing of the accounts, he said.

When Employers Reinsurance
Corp. bought Aachen Reinsurance
Co. and Frankona Reinsurance Co. in
1995, for example, it had to go
through the onerous task of incorpo-
rating figures for the two German
reinsurers into its own GAAP ac-
counts, said Ron Peters, controller for
Employers Re in Overland Park,
Kan.

Employers Re also has had to in-
corporate operations in the United
Kingdom and Denmark into its U.S.
accounts, but the German accounting
system was the most dissimilar to
U.S. GAAP, he said.

"It is very time-consuming and dif-

ficult to do because of the differences

in all the jurisdictions,"” Mr. Peters
said.

For example, timeliness of report-
ing requirements are very different,
he said,

In the United Kingdom, more com-
panies are reporting quarterly, but
quarterly reporting is seldom seen in
continental Europe, he said.

And European companies suffer a
"cultural shock™" when they are asked
to report quarterly accounts, Mr. Pe-
ters said.

"They are not staffed to do that,
and they don't have the mentality to
do that,” he said.

Accounting principles themselves
are also very different, with each
country using different approaches
for calculating items such as earnings
and reserves, Mr. Peters said.

Also, many European countries
publish accounts based on under-
writing years, or when the premiums
are booked. To comply with U.S.
GAAP, however, those accounts have
to be based on accident years, or
when the losses are paid and the pre-

miums earned.

"That can be a huge challenge," he
said.

ANnd under U.S. GAAP, losses
from catastrophes under multiyear
contracts must be booked in the year
of the loss, and underwriters are not
allowed to include for that year fu-
ture premium adjustments under the
contract; underwriters in Europe of-
ten include those expected adjust-
ments in future years in their state-
ments for the year of the loss, Mr. Pe-
ters said. [al



r « >»  —

»
m@ﬂ@w bRl e
R A 5

Tmess Insurance, August 30, 1991

{
|
‘ YlSQ il I'I
, w | i 3 Y1t rachines wil
i . | )
[V n TR _ ; |
B A a
h ZEHIﬂeS (W AvI | I I
Bt e |
P
iR L | | Yl
i v G
Mﬁ riealeln erna|0na|yf%§ Inplementation program is o
c

1’
-

) -
—— e —— —
— =
= — ~ D
= —
— = o

f_‘_/——r
S

-

! | A ! I Vi W RQ,A %.?jll.}n: u:rr i
TS ok 1’ i ‘»'p” il M R ’~“’f"‘”v=‘
‘i‘ ‘ \; ! I 'h "iyl” 1 |ﬂ| nﬂ ’ln‘l I,i'r';!r] l‘liw} “ :ﬁ' ‘| H ’ | ” :‘ %}*" 3“.\.;.
vll "'I'yﬁ it ‘r i "!”,mﬁ .l L \J" 'w;' " “J‘ﬂﬂ “ r" f‘r i ‘ i i '"u:l'lvt f:'ﬁ: )
flh’ NN “ (hE i
c m ) ! '” ” |(|| i ?‘t h‘(ﬂﬂ"b!' \i \ u /f\ ]i.\llm; ; Wy‘lh‘ "u:‘ ‘i" L 4 U”' ||m| :W l\’n »“I
!‘ \ g‘l i l "l H ‘\’4 ’“iﬂ‘i[ IH th ‘HI‘ i ) 2|‘“ 'h\l qh[f ‘I 1’ "J ” ”\l‘ q’ *J “lr ‘ %' ‘ x' M'El ",I "\ |$ “‘li' ‘1” !‘H‘ '\ &‘ "‘|
f wd “ :‘il) 'illl it 1 Lim M \ll (l h ‘uu‘ U ]"l“' ; u\’ w 4 j l ! lh l” a )AM \! | I v
! I TRV Y e H e
.xr':*«»] ok f i :':*;*;a”t=’f~i'=' i r.u:é{ W r ;‘ AT # Wiy ' "”
"J‘ ! a h l “ ,L 1' I.[l‘i'l it' | U‘H”“Jll M‘(Muﬂ"\ I Hl Y UM et o
{ ”l l ' '“ ‘ l‘ “M11~‘Il‘k“»‘|“.|‘.1 n Wh '" ‘ n:. tmtmwe

- Keyin Ashby .q"’;?:”‘ﬁﬁ\ ’-.
:" J WIHW ““ﬁum ﬂim IJ\ : 11 ‘;" , 'T:'; ‘ r nJJJ ﬁmu 4! l
‘ ' WA ”b ”.Jfl"uﬁ W,- ||, ““'; JF' hﬁ]”h,(,,{“ ﬂln'ﬂ””
l' | ' ‘ li
“| |f| MHI :W e ‘ln il e sh b JLL' |l IHH ‘l'.lf "‘w”' |l| "'1'| l\ ’ﬂ I
l ‘“r;'! hell )";ll"l hm I‘ IJI‘ \) “J l ‘d J
i fw i w l I "W i bt
eevetie seene |snowsetforusndbnmmwc entandoher



[T VLI
= LR DISSoR LRSS =L oo QU=
== OO D oS W —Oca e S o= e T S
D —— Dt D — = — 2 Qo= () DD (20) =
SoEEESoLBISTSSHE SESSL S=3=E == o= oS oo gd
L L ERTO mlmmmnw Owsmenmae BoEHoC 2 S g =
=R O A SN D O T G =S D RSN H S —, x>
A =SSP = I P i A — Bo= Sa = DS -r00W|H.\UIB —
S SoemsoSeSn S o 5508, STatoms i so L meas Se .
SO O S e PO o a = n,ts Do ="t oo on, s5Se0 Dow =8 =
mwuekndnn\m = : A= =B OIS T ECOTO= oomn BR ss=o—NnBLRS S
- D DHRSD STNRS b = IO T OSSR MM SIS SO qa N i S 2O oD 175)
A ST = o =Tt —pprean 157, R Y NLOTD = = Gi=HBDTG O A= .
= = o= 17217 =% mm oL SO ORneCc oS = Z
=P s D LOJ= = Do oD DS D LS =
== SRS N BSTS WWLHDA%MU Bo—ODsR 5= VA%HQI.Q\IVS = = =4
=S - = el Y — = s _—a> EHHUMUSF-QH S 3
Mﬂs - LD == — = =00 Sg= A = ET =2 e »
SsS F oBE e Eaem G OO A SRR ST Jad ©
%C%G.Psn > g 3D r<5] SL=o SmuDhULSnU.|necm6nCaﬂv.nn@m SO ERD .mﬁnoemana" =t —
m.H|.n_m.v = SWWW e nw%e%rm S =8 mWV..mo IR, D S 5SL S =l = S WD} m..mmw mmma% s =SRN==TT
DO5==35 pan% aqqu — D =0 a5 =L > RS S U S S >< S S O
= = = = = DARS = = = asS
ST e RSOS S JE=RE A= S SH%S el = DLE D =g oo > 28 €
= PO Bl e= WRO=—SLES=" S dqWﬂeuNw.q < STZE = o 2 =
ISESSBOS o= %rEIaW”mWnlm = =ne il muedneanaln %WUEOHOOMWU SE=SS o 5 g S
e g L EE v SoSoh =t 5] o T & Pae) n c 2 8 5 < -
émcvgw%mw&rmhnrwmﬂnbm X IyTox > D o o 8 W g 3 ¥ g
he..wp.ﬁm =28 5 NTBO=8T = xr o2 &8 ¥$ 58 5 2 8: 2 ¢ c = = 5
SR, =0 S 18 o==— a7 no 3 T 8 B & 2 c o g O s
S ge s Ras e S R 582 EsE i =
A D= O030> -] 0's = [ s 4 s S S 1
== = 3 g g 3 S
am NEBTEY] DT SO < e 2 S 2 n » =
= Do [ o NS=D ED = £
A3 -FT=CsE o N g — = (3] = =
SoS =T swsnms T eSS $ os = =
= S5 = oS B meos 0 <
E=C OTLO s Gl oes B_GoosLos, W =
DS SR S =OoLORH TS
nﬁ n_b%enﬂwﬁmr|0 S/, 1o
SO2 LoE=—o2c =09 goeos RO
= STCLS = 10w PDHSScIS
[ A_memal.ml_lumwgbe.rl% SY wwlucnummoy
D, ) >— - SN o=
m% 2SSOSR e =5 >

oIS,
il
I rhmit
erétgr g
8 %
Nnsakd a
?erested In
0 comple-
ecomp%ny
ndicative
_ ;oﬁ %%ac'-
e L
i
.
I
Mve 10

i
%g@
o
WO'S
i
8n
i
i

g

Ur

g

]

h

i

@& S
4
ﬂpf

i
i
i
‘fﬂlﬁlé
i

STH
i
ee

0
88“ .
i
I
New York, NY 10019-5389

f
New York
525 West 55th Street
212-424-8000
Facsimile; 212-424-8500
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To succeed in today's global economy,

you need a local partner.
Fortunately, we're there.
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American Re-Insurance Co.
555 College Road E.,
Princeton, N.J. 08543;
609-243-4200; fax: 609-243-4257

waww.amre.com

Premium wilitten
Premium earned
Capital,surplus
Net income
Losses

Loss ratio
Expenses
Expense tatio
Combined ratio
Treaty
Facunative
Domestic

Foreign

1998
$2,276,152,791
$2,288,532,352
$2,607,839,481

$319,361,211
$1,561,460,146
68.2%
$812,163,398
35.5%

103.7%

66%

34%

81%

19%

1997
$2,491,723,371
$2,488,891,900
$2,301,404,018

$196,336,496
$1,712,952,630
68.8%
$878,296,642
35.3%

104.1%

72%

28%

82.6%

17.4%

Nondife 100% 100%

Founded: 1917.

Parent: Munich Reinsurance Co.

Subsidiaries: American Re-Insurance Co.
(Chile) SA

Employees: 1,532

Locations: 13 domestic, 14 foreign.

Officers: Edward Joseph Noonan, president/
CEO; Robert Kyle Burgess, executive vp/general
counsel/secretary; George Thomas 0' Shaugh-
nessy Jr., executive vp/CFO.

Contact: Tom Walker, senior vp; 609-243-
4679

Information for American Re-Insurance Co. is in-
duded in the consolidated Munich Re Group listing.

AXA Re
39 rue du Colisee,
Paris 75008, France;
33-1-56-43-8832;
fax: 33-1-56-43-8623

www.axa.com

1998 1997

Premium writen  $1,158,477,920  $1,230,678,792
$1,236,081,195
$1,282,531,464

$136,325,475

Premium earned  $1,088,710,260
$1,290,587,130

$139,072,240

CapitaVsurplus

Net income

Losses $911,736,350 $907,581,132
loss ratio 83.7% 73.4%
Expenses $334»1,100 $429,846,633
Expense ratio 30.6% 34.8%
Combined ratio 114.3% 108.2%
Treaty 89.6% NA
Faculmtive 10.4% NA
Domestic 2.8% 2%
Foreign 97.2% 98%
Ufe 9.3% 86%
Non-ile 90.7% 14%

Founded: 1976

Parent: AXA Group.

Suhsidiaries: AXA Re Canada; AXA Re Hold-
ing Co. Lt:.; AXA America Inc.; SPS Re; AXA
Re Financ:; AXA Re Asia; C.G.R.M.; FALIVAL;
AXA Re U KP.L.C., AXA Re U.S. Life, AXA Re

As unigue as the art we insure.

As the leading authority in the protection, preservation and insurance of

U.S.,A<A Space.

Employees: 766

Locations: 1 domestic, 7 foreign.

Specialities: property/property catastrophe,
auto liability, marine, aviation, financial guaran-
tee, life.

Officers: Jean-Marie Nessi, chairman/CEO;
Jean-Pierre Benoit, COO; Eric Paire, CEO-A)(A
Re Finance/Parisian operations

Contact: Robert Lippincott 111, president/
CEO/chairman-AXA Re U.S, 212493-3300.

Bavarian Re
Sederanger 4-6, 80538 Munich,
Munich 80526, Germany;
49-89-3844-0;
fax: 49-89-3844-2279

www.bayenscherueck. com

fine art and collectibles, AXA Nordstern Art Insurance Corporation insures the world's

finest collections. And as a member of the global AXA Group (which includes

The Equitable, Alliance Capital and DU and has $650 billion* in assets under management)

we offer the clout of one of the world's largest financial services companies.

NEW YORK

For more information, please cal. 1-877-AXA-4-ART.

Nordstern

ART

CHICAGO

AXA Nordstem Art Insurance Corporation is solely responsible for its own obligations.

DALLAS

BEVERLY HILLS

*As of 12/31.98

1997+ 1996*
Premium written $1,408,232,500 $1,598,660,000
Premium earned $1,406,162,500 $1,607,105,500
$948,290,000 $922,421,500

$80.500,000 $53,200'000

Capital/surplus

Net income

Losses $938,802,500 $1,032.346,000
Loss ratio 66.8% 64.2%
Expenses $5,412,720 $457,985,500
Expense,ado 3.8% 28.5%
Combined ratio 70.6% 92.7%

*Ascal yearsending 1281/97 and 1281/96.

Founded: 1911.

Parent: Swiss Reinsurance Co.

Employees-: 439.

Officers: Stefan Uppe, chairman; Udo Matin-
sohn, Anton Wittl, board members

Contact Erich Merrgen, board member.
-Employee number reflects year-end 1997.
information for Bavarian Re is included in the con-

solidated Swiss Re Group listing.

Berkshire Hathaway
Reinsurance Group
100 First Stamford Place,
Stamford, Conn. 06902;
203-363-5200; fax: 203-363-5221

www.berkshirehathaway.com

1998 1997
$986.000,000 $955,000,000
$939,000,000 $967,000,000
Capital/surplus' $39,600,000,000 $37,200,000,000

Premium written

Premium earned

L.osses $765,000,000 $676,000'000
Loss ratio 81.4% 699%
Expenses $195,000,000 $163,000,000
Expense latio 20.7% 16.9%
Combined ratio 102.1% 86.8%

Treaty o7 DT7TeO
Facul~ve =S =eo
Domestic 75% 75%
Foreign 25% 25%

Nonaife 100% 100%

'Capital and surplus figures reported on a statutory
basis and represent the consolidated Berkshire Hath-
away Insurance Group, excluding General Reinsurance
Corp. and its amliates; all other figures are GAAP.

Founded: 1969.

Parent Berkshire Hathaway Inc.

Subsidiaries: Columbia Insurance Co.; Na-
tional Indemnity Co.; National Fire & Marine In-
surance Co.

Employees: 15.

Locations: 1 domestic, 1 foreign.

Specialities: property catastrophe, run-off
coverage, finite risk, marine, aviation, excess of
loss, pro Ata, propedy facultative.

Officers: Ajit Jain, president; Scott Doerr, se-
nior vp, Thomas Bolt, European operations.

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

Berkshire Hathaway acquired General Reinsurance
Corp. in December 1998

Continued on page 30

Exchange
rates used

in directory

All figuresappearing inthe directory are list-
ed in U.S. dollars. The year-end average ex-
change rates used for specified fiscal year
ends are: Australian dollar=$.680 (6/30/98),
$.782 (6/30/97); Brazilian real4.861
(12/31/98), $.926 (12/31/97); British
pound=%$1.658 (12/31/98), $1.638
(12/31/97); dollar40.672
(12/31/98),$0.720 (12/31/97); Danish kro-
ne40.149 (12/31/98),$0.151 (12/31/97);
French franc40.170 (12/31/98), $0.171
(12/31/97); Gemnan mark=$0.570 (12/31/98),
$0.556 (6/30/98),$0.625 (6/30/97), $0.575
(12/31/97), $0.665 (12/31/96); Italian
lira=$0.0006 (12/31/98), $0.00057
(12/31/97); Japanese yen40.008 (3/31/99),
$0.008 (3/31/98); Swedish krona=$0.126
(12/31/98), $0.130 (12/31/97); Swiss
franc40690 (12/31/Elm; $0.689 (12/31/97).

Canadian

*®Cl@Girs*IfRS.largest«rpinsurance

groups by net dremiums written

in 1998 appears on page 35



555 College Road East, Princeton,

New Jersey 08543 {609) 243—4200 www.a re.com
AM Best Compmy. A+ Standard& Ppor's.‘ A

CUSTOMIZED SOLUTIONS.

TO OUTFOX EVEN THE

'SLYEST OF THREATS.
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Explanation of directory terms used in the worldwide reinsurer listings

The 11th annual directory of intema-
tional reinsurance companies lists or-
ganizations with 1998 worldwide net
reinsurance premium volume that ex-
ceeds $100 million U.S. dollars. The
listings are published free of charge as
an editorial service.

All figures are reported in U.S. dollars
using average currency exchange
rates for each company's balance
sheet fiscal year a listofthe rates used
appears on page 35. Fiscal years that
differ from the calendar year are noted.

Each listing begins with the com-
parw's home office address, telephone
and fax numbers and World Wide Web

site address. Financial inforrnation is
provided for 1998 and 1997 and is
based on the company's worldwide
consolidated (unless otherwise noted)
reinsurance operations.

Net premiums written, net premi-
ums earned, total capital and sur-
plus, net income, loss and loss ad-
justment expenses and underwriting
expenses are given. In addition, loss
ratios, expense ratios and combined
ratios for 1998 and 1997 are listed.
The loss ratio is loss and loss adjust-
ment expenses divided by premiums
earned. The expense ratio is underwrit-
ing expenses divided by premiums
earned, except where noted. Com-
bined ratio is the sum of the loss and
expense ratios.

The percentage of business written
on atreaty basis is provided, along with
the percentage written on a facultative
basis. In addition, business is broken
out by percentage written in domestic
vs. foreign markets and percentage
written for life vs. non-life lines.

The year founded, parent compa-
ny and major reinsurance sub-
sidiaries are listed after the financial in-
formation. If a company did not include
results from subsidiaries in its financial
information, a ncte to that effect follows
the list of subsidiaries. The number of
employees (in full-time equivalent for
year-end 1998) and the number of do-
mestic 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 com-
pany specializes is provided under
specialties. Names and titles of princi-
pal officers, as well as a contact per-
son complete the each listing.

Although 8/ makes every effort to
publish complete and accurate informa-
tion, we are not able to verify all infor-
mation provided.

Reinsurance Intermediary

INDEPENDENCE

SERVICE

INTEGRITY

CONSISTENT PHILOSOPHY & PERFORMANCE

Atlanta

Bermuda

SINCE 1977

Chicago

1-800-CARVILL

R\/I

GROUP

London

Stamford

Continued from page 28

CCR
31 Rue de Courcelles,
Paris 75008, France;
33-1-44-35-3100;
fax: 33-1-44-35-3131
1998 1997
Premium wtitten $610,687,600
$708,141,800
$646,139,230

$641,760,948
$613,110,069
$612,886,059

Premium earned

Capi/surplus

Net income $46,061,840 $48,834,180
Losses $570,959,280 $475,348,194
Loss mtio 80.6% 77.9%
Expenses $172,559,350 $133,701,651

Experse ratio 24.4% 21.8%

Combined ratio 105% 99.7%
Treati , 94.3% 94.2%
Facultative 5.7% 58%
Domestic 74% 73.5%
Foreign 26% 26.5%
Life 26.1% 22.8%
Non-life 73.9% 77.2%

Founded: 1946

Employees: 174.

Locations: 1 domestic, 1 foreign.

Contact: Isabelle Delval, 33-1-44-35-3701;
idelval@ccr.fr.

CNA Re
200 S. Wacker Drive,
Chicago, 111. 60606;
312-876-5055, fax: 312-876-5152
www.chare.com
1998 1997
Premium written $895,231,000
$943,500,000

$976,291,000

Premium earned $861,207,000

Net income $95,000,000 $85,]00,000
LossBs $706,400,000 $600,400,000
Loss ratio 74.9% 69.7%
Expenses $305,200,000 $30568,000
Expense ratio 32.3% 35.5%
Combined ratio 107.2% 1052%
Treaty 95% 97.5%
Facultative 5% 2.5%
Domestic e/. 64%
Foreign 37% 36%
Non-life 100% 100%

Founded: 1954.

Parent: CNA Financial Corp.

Subsidiaries: CNA Reinsurance Co. Ltd., Lon-
don.

Employees: 395.

Locations: 7 domestic, 6 foreign.

Officers: William J. Adamson, CEO; Randy
Brown, Tim Madden, executive vps; Debra L. Mc-
Clenahan, executive vp/senior financial off cer.

Contact: Richard Mueller, vp, 312-876-5228.

Centre Solutions (Bermuda)
Ltd. & Subsidiaries
The Zurich Centre, 90 Pitts Bay
Road, P.O. Box HM 1788,
Pembroke HM HX, Bermuda;
441-295-8501; fax: 441-292-0951
www.centresolutions.com
1998 1997*
$338,466,000 $332,703,000
$272,216,000 $321,333,000
$1,196,842,000 $1,074,108,000
$177,337,000 $191,414,000

Premium written
Premium earned
Capisurplus

Net income

Catastrophic Asset Risk Protection

Financial Accounting Coverage for Your

Portfolio and Securitizations

Vehicles « Commercial Equipment -« Real Estate < Aircraft

Call Tom Brandenburger or Dan Egan
177 Broad Street, Stamford, CT 06901
Tel. (203) 975-2100 » Fax (203) 975-2199 « www. rvigroup.com

Losses $328,656,000 $346,868,000

loss ratio 120.7% 108%
Expenses $76,420,000 $75,373,000
Expense ratio 28% 235%
Combined ratio 148.7/0 1315%
Non-life 100% 100%

*1997 numbers have been restated to rellectme 1998
reorganization of Centre Solutions’ minsurance business

by parent Zurich Rnancial Se,vices Geup.
Founded: 1988

Parent Zurich Financial Services Group

Subsidiaries: Centre International Insurance
Co., Dublin, Ireland; Centre Reinsurance Interna-
tional Co., Dublin, Ireland; Centre Reinsurance
Ltd., Hamilton, Bermuda, ZC Specialty Insurance
Co.,Austin,Texas.

Locations: 2 domestic, 6 foreign.

Specialities: finite risk (structured) insurance;
finite risk (structured) reinsurance, residual val-
ue (asset) insurance; structured finance; new
ventures, programs; catastrophe & securitiza-
tion, life & health; real estate residual value insur-
ance & tax credits.

Officers: David Wasserman, CEO;Tom Dick-
son, chief underwriting officer; Tara Leonard,
chief accounting officer; Frank Pierson, chief
technical officer.

Contact: David Wasserman, 212-898-5300.

The Chiyoda Fire & Marine
Insurance Co. Ltd.
No. 28-1, Ebisu 1 -chome,
Shibuya-ku, To40150-8488, Japan;
81 -3-5424-9141;
fax: 81-3-5424-9381
www.chiyoda-fire.co.jp
1998 1997
$396,540,387
$1,231,384,000 $1,131,816,000

Premium written $391,336,415

Capital/surplus

Losses $321,291,233 $314,749,398
Loss ratio * 82.1% 79.4%
Expenses $81,849,330 $76,256,490
Expense ratio * 20.9% 19.2%
Combined mtio’ 103% 98.6%
TreaN 99% 99%
Facultive adecse Ao
Domestic 5206 54.626
Fomign 45/0 45.4%
Non-lite 100% 100%

fiscal years ending 3/31/99 and 3/31/98.
*Ratios calculated using premiums written, premi-
ums earned figures are not available.

Founded: 1897.

Subsidiaries: Chiyoda Fire & Marine Insur-

ance Co. of America; Chiyoda Fire & Marine In- ,

surance Co. (Europe) Ltd.
Employees: 40.
Locations: 1 domestic, 2 foreign.
Specialities: property
Officers: Kanji Kurioka, chairman, Takashi

Toyabe, deputy chairman/executive director,Koji

Fukuda, presidenVexecutive director.
Comact: James J. Morris, assistant secretary,
Chiyoda Fire & Marine Insurance Co. of Ameri-

ca.

Chubb Re
4 Essex Ave., Suite 300,
Bemardsville, N.J. 07924;
908-630-2700; fax: 908-630-2701
1998 1997
Capital/surplus * $2,788,218,452 $2,555,115,891

‘Capital and surplus figures are those of Fedetal in-
surance Co.

Founded: 1998.

Parent Chubb Corp.

Employees: 15.

Locations: 1 domestic.

Officers: John Berger, president, Wayne
Paglieri, Brian Hegatty, managing directors

Contact: Brian Hegarty, 908-630-2785,
brian.hega@chubbre.com.

Chubb Re is a management company formed in Au-
gust 1998 writing on behalf of Federal insumnce Co.

CIGNA Reinsurance Division
900 Cottage Grove Road, R-26,
Hartford, Conn. 06152-4026;
860-726-6000; fax: 860-726-3153
www.cigna.corn/reinsurance

1998 1997
$349,000,000
$347,000,000
$254,000,000

$41,000.000

Premium wtitten $434,000,000
$419,000,000
$324,000,000

$15,000,000

Premium earned

Capital/surplus

Net income

Losses $314,000,000 $238,000,000
Loss ratio 74.9% 68.5%
Expenses $127,000,000 $80'000'000
Expense ratio 30.3% 23%
Combined ratio 105.2% 91.5%
Treaty 94% 92%
Facultative Seu =
Domestic 75% 83%
Foreign 25% 17%

n e =ScaG 2a ==

Founded: 1919.

Continued on page 32



Risk is our business.

The nature of balance.

Many corporate leaders have to weigh the pros and cons of retain-
ing or transferring risk. The balancing act of potential rewards
and liabilities is what keeps business up,and running.

Risk lurks everywhere: fires, machinery breakdowns, computer
failures, earthquakes, product liability. But also confiscation of
assets, strikes, fluctuating foreign exchange rates, surges in com-
modity prices, and in other areas.

Some of these risks can be transferred. But others cannot -
at least not within the traditional insurance market. Retaining
such risks means exposing capital, unbalancing the balance

sheet, and - in the worst case - jeopardizing the company.

This is where Swiss Re New Markets enters the ring. Our Risk
Adjusted Capital concept enables companies to determine how
much capital they have to set aside to cover retained risks and
how that balances with the costs and benefits of risk transfer.
We offer an integral perspective on the entire risk portfolio and
help companies to optimize their risk-financing strategy.

To find out how Swiss Re New Markets is poised to answer the
crucial question ofbalance, just fax us at + 411285 60 45, e-mail

SRNM@swissre.com or visit us at www. swissre.com/newmarkets

Swiss Re New Markets

111
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Continued from page 30

Parent CIGNA Corp.

Subsidiaries: Blodget & Hazard; CIGNA Re
Corp.

Employees: 135.

Locations: 6 domestic, 3 foreign.

Specialities: life; accident & health

Officers: Francine M Newman, president; John
Wilkinson, CFO, George E. Ham 111, senior vp.

Contact Rick Drake, vp-market development.

Cologne Re

Theodor-Heuss-Ring 11,

Cologne, 50668 Germany;

49-221-9738-0;

fax: 49-221-9738-494

www.colognere.com

1998 1997

Premiumwritten’ $3,266,670,000 $3,165,950,000
Premium earned' $3,273,510,000 $3,070,500,000
Capital/surplus ' $1,219,800,000 $1,292,025,000

Net income * ($34,200,000) $147,775,000

Losses * $2,851,140,000 $2,293,675,000
Loss ratio * 8r/0 74.7%
Expenses $977,550,000 $911,950,000
Expense ratio 29.8% 217%
Combined ratio 116.8% 104.4%
Treaty 95% 94%

Facultative 5% 6%
Domestic 2620 33320
Foreign 74% 67%
Life 43% 39%
Non-life sS7o6 &a126

* Estimate.

Founded: 1846.

Parent: Berkshire Hathaway Corp.

Subsidiaries: Cologne Holding Co. of Ameri-
ca Inc., Stamford, Conn.; Cologne Life Re Ltd.,
Bridgetown Barbados; Cologne Life Reinsurance
Co,Stamford, Conn.; The Cologne Reinsurance
Co. Ltd., London; Cologne Reinsurance Co. Ltd.,
Dublin, Ireland; Cologne Reinsurance Co. of
America, Stamford, Conn.; Cologne Reinsurance
Co. of South Africa Ltc., Kapstadt, South Africa;
Cologne Reinsurance Ud., Bridgetown, Barba-
dos; Europa Re International Ltd., Dublin, Ire-
land; Europa Ruck,ersicherung Aktienge-
sellschaft, Koln, Germany; General & Cologne
Life Re U.K. Ltd., London; General & Cologne Re
Ltd., Hamilton, Bermuda; General & Cologne Re
Australasia Ltd., Sydney, Australia; Gothaer
Ruckversicherung AG., Koln Germany; Idealife
Insurance Co. of Wilmington, Wilmington,
Conn.; Kolnische Ruck Wien Ruckversicher-
ungs-Aktiengesellschaft, Vienna, Austria.

Employees: 1,252

Locations: 2 domestic, 36 foreign.
Officers: Peter Lutke-Borenfeld, ciairman;
Hans-Peter Gerhardt Richard H. Hinchcliff Jr.,

executive directors

Copenhagen Re
7 Mictermolen, P.O. Box 325,
Copenhagen 0,2100 Denmark;
45-35-47-4545; fax: 45-35-47-7272
www copre.com
1998 1997
Premium witten

$265,008.420
$259,602,700

$235,196,694

Premium imed $233,973,443

Capital/sum/us $273,059,337 $231,161,975
Net income $3,902,608 $31,087,276
losses $228,104,100 $150,387,997
Loss ratio 87.9% 83.2%
Expenses $92,812,994 $77,402,902
Expense ratio 35.8% 38.9%
Combined gatio 123.7% 122.1%
Treaty 71% 69%

Facultative Zoco =aA2o

Domestic 9.1% 9.3%
Foreign 90.9% 90.7%
Ufe 3% 3%
Non-life D7 o DT7TeO

Founded: 1915
Parent Aim Brand NS.

Don't let risk hold you back from creating new opportunities. Call ERC, part of the GE

family. With risk experts in more than 40 countries, and the industry's highest ratings, M:

we can show you all kinds of innovative solutions to risk management. So give yourself

the freedom to pair_t your own picture of success. With ERC, a part of the GE family.

Ws a world of risks. Be prepared.
*Best's A++, Moody's Aaa and S&P's AAA

Employers Reinsurance Corpcration « www.ercgroup.com « 800 255-6931

Subsidiaries: The Copenhagen Re Co. Ltd.
U.K.,London.

Employees: 150.

Locations: 1 domestic, 6 foreign.

Specialities: engineering, financial Institu-
tions/banks.

Officers: Jan Hornsberg, CEO; Robert John-
ston, managing director-London, Cheok Chin
Hock, managing director-Singapore.

Contact: Peter Koefod, regional general man-
ager, 45-35-47-7202, peter.koefod.petersen@

copre.com.

E&S Reinsurance (Ireland) Ltd.
2 Custom House Plaza, IFSC,
Dublin 1, Ireland;
353-1-612-5716;
fax: 353-1-829-1400

1998 1997

Premium written $171,996 930

$168,469,200

$172,203,270
$15,737.700

$137,761,950
$137,445,700
$123,338,075

$12,596,525

Premim earned

CapitaVsurplus

Net income

e

ERC.

We bring good things to life.

© ERC 1099

Losses $228,988.950 $137,520,450
loss ratio 135.9% 100.5%
Expenses $42,889,650 $14,951,725
Expense ratio ( 25.4%) 10.9%
Combined ratio 110.5% 111.4%
Treaty 100% 100%
Foreign 100% 100%
Non-life 100% 100%

Founded: 1992.

Parent E&S Ruckversicherungs AG.

Employees: 9.

Locations: 1 domestic.

Specialities: financial reinsurance.

Officers: Reinhard Elers, managing director;
Tom Doran, senior underwriter.

E&S Rueck
Karl-Wiechert-Allee 50,
Hannover, 30625 Gennany;
49-511-5604-0,
fax: 49-511-5604-188
www. es-rueck.de

1998 1997

Premium written $830,037,990

$824,291,250

$850,535,975
$851,856,750
$431,262,650
NA $9,487,500
$612,907,450

Premium earned
Capital/surplus * $465,382,770
Net income

Losses $582,785,670

Loss ratio 70.7/0 71.9%
Expenses $248,973,150 $252,331,850
Expense ratio 30.2% 29.6%
Combined ratio 100.9% 101.5%
Treaty 98% 99%

Faculmtive =—co Ao

Domestic 98% 94%
Foreign 2% 6%
Life 19% 20%
Non-life mo6 80%

" Includes shamd capital subscription receivable and
sumlus debentum.

Founded: 1923

Parent: Hannover Re.

Subsidiaries: E&S Reinsurance (Ireland) Ltd,
Ireland: Hannover Life Re of Australasia Ltd,
Australia.

Employees: 201.

Locations: 1 domestic, 2 foreign.

Specialities: motor business; commercial lia-
bility business; surety & fidelity; credit business,
aviation & marine; life & health business; finan-
cial reinsurance

Officers: Wilhelm Zeller, chairman; Udo

Schubach, deputy chairman.
Information for E&S Rueck and it subsidiaries is in-

duded in the consolidated Hannover Re Group listing.

Employers Reinsurance Group
5200 Metcalf, P.O. Box 2991,
Over'land Park, Kan. 66201;
913-676-5200; fax: 913-676-5380
wWww.erc.com

1998 1997

Premium written $5,984,000,000 $4,545,000,000

Premium famed $5,635,000,000 $4,467,000,000

Capisurplus $6,020,000,000 $5,374,000,000

Netincome $779,000,000 $648,000,000

Losses $4,103,000,000 $3,260,000,000
Loss ratio * 69.7% 70.4%
Expenses $1,801,000,000 $1,439,000,000
Expense rfo * 32.2% 33.2%
Combined ratio * 101.EI% 103.6%
Domestic 55.9% 64%
Foreign 44.1% 36%
Life 27.1% 49.9%
Nonaife 72.9% 50.1%
* Nonlife.

Founded: 1914.

Parent: General Electric Capital Services Inc.

Subsidiaries: Employers Reinsurance Corp.

Employees: 4,200.

Locations: 19 domestic, 23 foreign.

Specialities: traditional proper/casualty;
health care; life; financial.

Officers: Dave Calhoun, CEO, Robert
Dellinger, global CFO; John M Connelly, senior
vp, global chief legal officer.

Contact Dean Davison, public relations/com-
munications, dean.davison@ercgroup.com.

* Net premiums written on a statutoty basis were
$8.23 billion for 1998 and $7.87 billion for 1997.

Everest Re

477 Martinsville Road,

P.O. Box 830

Liberty Comer, N.J. 07938-0830;

908-604-3000; fax: 908-604-3322

1998 1997

Premium written $1,017,766,000 $1,020,097,000
Premium earned $1,075,000,000 $1,039,975,000
$1,059,429,000 $908,764,000
$193,057,000

CapitaVsurplus

Net income $176,672,000

Losses $776,362,000 $733,385,000
Loss ratio 72.2% 70.5%
Expenses $317,017,000 $328,566,000
Expense mtio 29.4% 31.6%
Combined ratio 101.6% 102.1%
Treaty 89% 89%
Facultative 11% 11%

Continued on page 35



IT'S A SMALL WORLD.

UNTIL YOU HAVE A PRODUCT LIABILITY PROBLEM ON THE OTHER SIDE OF IT.

You

Your Problem

Times are changing. Companies aTe changing
faster than ever. And they've never before

conducted business on such a global scale.

At Travelers Property Casualty, we're satisfying the
evolving needs of Fortune 1000 businesses

so they can better manage risks worldwide.
Thanks to our new relationship with Winterthur
International, we have a global network to
provide customized property and casualty
solutions with superior program administration,

loss prevention and claim services.

And with the resources of Citigroup behind

us, we can design and deliver cutting edge
products specifically tailored to your definition
of risk. Together, we can anticipate potential
problems and develop solutions that are

aligned with your strategic direction - not ours.

Changes will continue. Doesn't it make
sense to have a risk management

partner who's ahead of them?

7liavelersPropertyCasualty

Amemberof cit,group J

For more information, e-mail Tim Morris, CEO, National Accounts at travinfo@travelers.com. Or visit OUT website at www.travelers.com.



Up a creek with a tough risk?

os

Ay -—-A"

Get back on solid ground with General Star.
Call your broker and put our underwriting expertise,

capacity and security to work for you.

STAR

< Market Stability
« Financial Strength

 Underwriting Quality

Specialty underwriting through appointed surplus lines brokers. For a list of brokers in your area,
call General Star Management Company, Stamford, CT (203) 328-5700, ext. 5985, or fax your request to: (203) 328-5840
Www,generalsta—.com
Atlanta « Chicago * London « Los Angeles « New York « Stamford



Continued from page 32

1998 1997
Domestc 70% 65%
Foreign 30% 35%
Non-life 100% 100%

Founded: 1973.

Parent: Everest Reinsurance Holdings Inc.

Subsidiaries: Everest National Insurance Co,
Liberty Corner, N.J., Everest Indemnity Insur-
ance Co., Liberty Center, N.J., Everest Insurance
Co. of Canada, Toronto, Ontario, Canada.

Employees: 386

Locations: 5 domestic, 6 foreign.

Officers: Joseph V Taranto, chairman/CEO;
Thomas J. Gallagher, president/COO, Janet J.
Burak, senior vp/general counsel/secretary.

Contact: Janet J. Burak, 908-604-3170

(@

Folksamerica
Reinsurance Co.
One Liberty Plaza 19th Floor,
New York, N.Y. 10006-1404,
212-312-2500; fax: 212-385-2279

1998
$212,559,107
$238,074,778

1997
$273,751,000
$238,003,000

Premium written

Premium earned

Capi/surplus $328,501,441 $275,830,000
Netincome $33,874,565 $34,515,000
Losses, $170,226,307 $165,642,007
Loss ratio 71.5% 6960%
Expenses $66,312,312 $77,426,000
Expense ratio 21.8% 325%
Combined ratio 99.3% 1023%
Treaty 98% 97.6%
Facultative 2% 24%
Domestic 89.8% 920%
Foreign 10.2% 10%
Non-life 100% 100%

Founded: 1979

Parent: White Mountains insurance Group.

Employees: 125.

Locations: 3 domestic, 1 foreign.

Officers: Steven E. Fass, CEO/president;
Michael E. Tyburski, CFO/executive vp; Robelt F.
McGoldrick, chief underwriter/executive vp.

Contact: Michael E. Tyburski, 212-312-2503
Rgures reported ona statutory basis:

General Re/Cologne Re Group
695 East Main St., Financial Centre,
Stamford, Conn. 06904-6423;
203-328-5601; fax: 203-328-5061
www.genre.com

1998
$6,083,000,000
$6,095,000,000
$8,591,000,000
$2,317,000,000
$4,607,000,000

1997
$6,545,000,000
$6,607,000,000
$8,161,000,000

$968,000,000
$4,671,000,000

Premium written
Premium earned
Cap!/surplus
Net income

Losses

Loss ratio 75.5% 70.7%
Expenses $1,896,000,000  $1,955,000,000
Expense ratio 31.1% 29.6%
Combined ratio 106.6% 1003%
Domestic 54% 55%
Foreign 46% 45%
Ufe 21°/0 19%
Non-life 79% 81%

Founded: 1921.

Parent: Berkshire Hathaway Reinsurance
Group.**

Subsidiaries: General Reinsurance Corp.
Cologne Reinsurance Co.; General Star National;
General Star Indemnity; Genesis Insurance; Gen-
esis Indemnity Insurance; National Reinsurance
Corp.

Employees: 3,556.

Locations: 20 domestic, 41 foreign.

Officers: Ronald E Ferguson, chairman/exec-
utive officer; Joseph P. Brandon, senior vp/pres-

idenVCFO; Tom N. Kellogg, executive vp.
* *Acquired by Berkshire Hathaway Reinsurance
Group in December 1998.

Assicurazioni Generali S.p.A.
Piazza Duca degli Abruzzi 2,
Trieste, Italy;
39-040-67-1111;
fax: 39-040-67-1600
www.generali.com

1998
$4,298,515,200
$4,309,575,600
$7,873,039,800
$1,038,969,000

1997
$3,662,092,110
$3,688,953,360
$6,406,693,980

$587,570,820

Premium written
Premium earned

Capital/surplus

Net income

Losses $2,650,550,400  $2,237,999,550
Loss ratio 61.5% 60.7%
Expenses $1,148,092,200 $858,954,090
Expense ratio 26.6% 23,3%
Combined ratio 88.1% 84%
Treaty 98.6% 9626%
Facultative 1.4% 3A%
Domestic 17.4% 19%
Foreign 82.6% 81%
Ufe 54.3% 56.7%
Non-life 45.7% 43.3%

Founded: 1831.
Contact: Peter B. Bhoem, consolidated ac-
counts department, 39-040-67-1241.

Gerling Global
Reinsurance Group
D-50670 Cologne, Gereonshof,
Cologne, Germany;
49-221-144-1;
fax: 49-221-144-66162
www.get'ling-konzem.de

1998

Premium written $3,036,933:210 $2,708,235,968

Premiumeamed $3,011,351:040 $2,655,146,864

$4,545,374,940 $1,032,925,124

1997

Capital/surplus

Net income $1,577,190 $33,736,968
Losses $2,301,396,090 $1,810,223,132
Loss ratio 76.4% 68,106

DU6'676666 1,66--Ul'UnCe, 11UgUSL OU, -1-VOU /JO

Expenses $777,472,590 $779,223,436
Expense ratio 25.8% 29.3%
Combined ratio 102.2% 97.40/.
Dome* 40.3% 46.4%
Foreign 59.7% 53.6%
Life 23% 24.7%
Non-life 77% 75.3%

Rscal years ending 1281/98 and 6/30/97.

Founded: 1954

Parent Gerling*onzem Versicherungs-
Beteiligungs AG.

Subsidiaries: Gerling-Konzem Globale Ruck-
versicherungs-AG, Koln; Gerling Global Gener-
al and Reinsurance Co. Ltd, London; Gerling
Global Sweden Reinsurance Co Ltd., Stock-
holm, Sweden; Gerling Global Life Reinsurance
Ca, Los Angeles; Constution Reinsurance
Corp., New York; Gerling Global Life Insurance
Co. Toronto; Gerling Global Life Reinsurance In-
temational Co. Ltd, Bridgetown, Barbados, Ger-
ling Global Reinsurance Co. of Australia Pty. Ltd.,
Sydney, Australia, Gerling Global Life Reinsur-
ance Co. of Australia Pty. Ltd, Sydney, Australia,
Gerling Global Financial Products Inc., New
York; Gerling Global Life Reassurance Co. (UK)
Ud., London: Gerling Globale Ruckversicherung
AG, Zug; Gerling Global Reinsurance Corp. of
America, New York; Gerling Global Reinsurance
Co., Toronto; Gerling Global International Rein-
surance Co. Ltd, Bridgetown, Barbados; Rex Re
Insurance Ltd, Hamilton, Bermuda; Gerling
Global Reinsurance Co. of South Africa Lid, Jo-
hannesburg, South Africa, Gerling Security
Ruckversicherungs-Gesellschaft SA., Luxem-
bourg.

Employees: 950

Locations: 1 domestic, 30 foreign.

Specialities: property; liability; business; fi-
nancial reinsurance.

Officers: Norbert ' Strohschen, chairman,
Klaus Boltmann, Uwe Eymer, members of the
board.

Contact: Charles D. Troiano, president - Ger-

ling Global Reinsurance Corp. of America, 212-
754-7500.

(D

HDI Reinsurance (Ireland) Ltd.
2 Custom House Plaza, IFSC,
Dublin 1, Ireland;
353-1-612-5717;
fax: 353-1-829-1400

1998
$167,316,660
$163,913,190
$174,972,330

1997
$163,916,400
$163,412,700
$116,500,750

Premium written

Premium earned

Capl/sumlus

Net income $28,134,630 $15,146,075
Losses $125,806,410 $129,188,700
1998 1997

Loss mtio 76.7% 79%
Expenses $40,378,230 $43,739,675
Expense ratio 24.6% 268%
Combined ratio 101.3% 105.8%
Tre* 100% 100%
100% 100%

Life NA 3%
Non-life 100% 97%

Founded: 1992.

Parent: HDI Hafptflightverband der Deutschen
Industrie Va G.

Employees: 9.

Locations: 1 domestic.

Specialities: financial reinsurance

Officers: Reinhard Elers, managing director;
Tom Doran, senior underwriter.

Information for HDI Reinsumnce (Ireland) Ltd. is in-
cluded in Hannover Re Group listing.

Hannover Re
Karl-Wiechert-Allee 50,
Hannover, 30625 Germany;
49-511-5604-0;
fax: 49-511-5604-188
www.hannover-re.com

1998 1997

Premium written $2,116,362,120 $2,113,995,550

Continued on next page

Standard & Poor's Top 25 international reinsurer groups

Rankings based on 1998 net reinsurance premiums written. All figures in thousands of U.S. dollars.

Net relnsurance premiums written

Adjusted shareholders funds

Company Rating 1998 1997 Change 1998 1997 Change
1 Munich Re Group AAA  $13,172,733 $12,131,078 8.6% $11,401,959 $8,957,359 27.3%
2 Swiss Re Group MAO 11,895,886 11,059,920 7.6% 9,472,151 9,733,306 -2.7%
3 Belkshire Hathaway

Reinsurance Group' AAAO 7,069,104 7.500,021 -5.7% 40,113,169 37,621,155 6.6%

4 Employers Re Group MA 5,984,000 4,545,000 31.7% 6,020,000 5,374,000 12.0%
5 Asslcurazioni Generall Group AAO 4.334,054 3,652,486 18.7% 10,387,224 7,989,827 30.0%
6 Zurich Financial Services AA+O 4,239,000 3,083,000 37.5% NA NA NA
1 Hannover Reinsurance Group AA+O 4,125,150 3,627,709 13.7% 1,711,976 1,442,849 18.7%
8 Lloyds of London A+0 3,571,667 3,637,304 -1.8% 10,475,000 11,179,000 -6.3%
9  Allianz A.G. MAO 3,500,191 3,323,291 5.3% 46,553,730 35,197,527 32.3%
10 Gerling Global Reinsurance Group M-0 3,183,473 2,721,173 17.0% 1,186,108 718,547 65.1%
11 SCOR Group AA.0 2,412,791 2,315,385 4.2% 1,432,558 1,405,495 1.9%
12 Transatlantic Holdings AAO 1,393,700 1,294,136 7.7% 1,610,139 1,356,659 18.7%
13  AXA Reinsurance Group AA-O0 1,212,558 1,201,494 0.9% 1,350,834 1,252,118 7.9%
14 OBE Insurance Group A+O 1,151,554 1,022,073 12.7% 609,725 609,153 0.1%
15 St. Paul Reinsurance Group AAO 1,056,229 1,200,245 -12.0% NA NA NA
16 Everest Reinsurance Group AA.0 1,016,599 1,020,097 -0.3% 1,479,204 908,766 62.8%
17 Overseas Partners Ud. Upi 908,995 720,084 26.2% 2,524,669 2,227,162 13.4%
18 CNA Reinsurance Operations A+0 895,200 976,300 -8.3% NA NA NA
19 Toa Fire & Marine Reinsurance Ltd.1 AA-O 822,962 833,663 -1.3% 2,226,600 2,182,359 2.0%
20 Hartford Re Co. AAO 710,577 687,877 3.3% 6,423,000 6,085,000 5.6%
21 Partner Re Ud. MO 687,025 192,856 256.2% 2,113,434 1,196,436 76.6%
22 Tokio Marine & Fire Ins Co. Ltd. 1 AAAO 683,507 818,910 -16.5% NA NA NA
23  Odyssey Re Group A-0 665,123 374,767 77.5% 1,033,688 890,858 16.0%
24 Caisse Centrale de Reassurance Api 639,195 626,542 2.0% 1,264,118 1,157,468 9.2%
25 Korean Re BBpi 627,277 523,875 19.7% 216,358 183,681 17.8%
Totals 75,958,550 69,089,288 9.9% 159,605,645 137,668,724 15.9%

Loss ratio Expense ratio

Pretax operating Income

Return on revenue
%%

1998 1997 1998 1997 1998 1997 change 1998 1997

72.9 67.8 30.1 32.3 $517,095 $852,287 -39.3% 3.5% 6.1%
80.0 79.0 34.0 31.0 184,201 866,584 -78.7% 1.3% 6.5%
71.2 70.0 31.3 28.9 1,154,710 1,821,164 -36.6% 13.4% 19.4%
69.7 70.4 32.2 33.2 638,000 579,000 10.2% 9.4% 10.6%
80.7 771 29.6 31.0 (670,976) 332,561 -301.8% -1.5% 1.3%
73.7 68.5 30.3 27.3 (167,000) (2,000) -8250.0% -3.1% 0.0%
77.0 77.8 25.6 31.0 164,671 149,497 10.1% 3.6% 3.6%

NA NA NA NA NA NAD INA NA NA
71.6 70.3 24.4 23.1 496,316 597,972 -17.0% 11.5% 16.0%
83.9 79.2 25.4 29.3 31,796 116,983 -72.8% 0.9% 4.5%
83.8 74.3 5.6 5.7 81,395 151,648 46.3% 3.0% 5.9%
73.9 74.1 27.4 26.0 202,452 201,787 0.3% 11.7% 13.5%
85.1 73.4 27.6 34.9 181,568 210,023 -13.5% 12.2% 13.7%
67.6 68.5 31.5 31.3 107,494 90,624 18.6% 9.1% 9.0%
65.9 68.4 32.8 30.6 NA NA INA NA NA
72.9 72.9 30.3 31.1 213,441 215,671 -1.0%6 16.2% 16.9%
54.0 52.0 15.0 13.0 332,268 289,976 14.6% 26.4% 40.1%
74.9 74.6 32.3 35.8 95,000 62,000 53.2% 8.5% 5.9%
65.9 59.7 39.5 38.4 23,129 53,079 -56.4% 2.5% 5.7%
78.1 73.3 27.4 29.3 NA NAD INA NA NA
58.0 43.5 29.0 24.2 233,484 232,880 0.3% 26.5% 85.5%
NA NA NA NA NA NAD INA NA NA

81.1 71.6 34.5 33.7 31,198 91,462 -65.9% 4.0% 17.1%
77.8 76.0 28.3 21.0 80,095 106,498 -24.8% 10.6% 14.9%
73.5 89.5 27.2 24.4 3,738 (20) 18789.5% 0.6% 0.0%
73.6 71.0 28.3 28.1 3,934,075 7,019,676 44.0% 8.1% 14.1%

1 Standard & Poor's has estimated some 01 the 1998 figures. 2. Includes Berkshire Hathaway Reinsurance Operations and General & Cologne Re combined. 0 Denotes a Standard & Poor's Security Circle company, which is one that voluntary has undergone S&P's most comprehensive

review and has achieved one of S&P's top four rating categories; "pi" denotes a rating that is based upon public information; "NA" denotes not available.

> .
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Note: In two instances, figures supplied for the Business /nsumnce directory of worldwide reinsurers differ from the figures obtained by Standard & Poor's Corp. for its ranking of the Top 25 relnsurance groups. Those differences in the figures supplied to Busi-
ness insurance are explained by the companies as follows: OBE insurance Group's figures supplied to Ware for reinsurance business only; Zurich Re's figures supplied to W reflect the reorganization of the reinsurer by parent Zurich Financial Services Group.
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Premium Battled $2,068,932,420 $2,130,747,025

Capitl/surplus ' $1,227,246,480 $1,121,038,400 Fomign

Net income

$53,295,000 $48,012,500

Losses $1,354,954,980 $1,353,958,250

Loss ratio 654% 635%
Expenses $644,123,370 $703,189,350
Expense ratio 311% 33%
Combined ratio 965% 965%
Treaty 95% 95%
Facultatwe 5% 5%
Domesbc 21% 23%
Foreign 79% 7%
Life 35% 32%
Non-Ide 65% 68%

*Includes share capital subscnption receivables and
surplus debenture

Founded 1966

Parent HDI Haftpflichlverband der Deutschen
Industne VaG , Germany

Subs,dianes. E&S Ruckvers,cherungs-A G,
Germany, Hannover Reinsurance (Ireland) Ltd,
Ireland, Hannover Life Re of Australasia Ltd,
Australia, Hannover life Reassurance (UK) Ltd,
United Kingdom, Hollandia Reinsurance Group
(Pty) Ltd, South Africa, Hannover Re Sweden
Insurance Co Ltd , Sweden, Insurance Corp of
Hannover, United States, International Insurance
Co of Hannover Ltd, United Kingdom, Reassur-
ance Co of Hannover, United States

Employees 464

Locations 1 domestic, 18 foreign

Specialities propelty super cat XL layers,
professional liability, sur* and fidelity, aviation
and marine, credit business, life and health busl-
ness, financial reinsurance, alternative rtsk fi-
nancing, securazation

Officers Wilhelm Zeller, chairman, Andreas-
Peter Hecker, depuN chairman

Contact Denis M Burk, vp-U S representa-
tive office, 847-310-3852

Theresults ofthesubstdianes are notinduded inthe

above-mentioned Hannover Re figures, but they are
consolidated within the Hannover Re Group figures

Hannover Re Group

Karl-Wiechert-Allee 50,

Hannover, 30625 Germany,

49-511-5604-0,

fax 49-51 1-5604-188

www hannover-re com

1998 1997

Premiumwitten $3,926,482,050 $3,733,809,650
Premium earned $3,835,385.790 $3,753,459,125
Capdasumlus $1,589,815,500 $1,485,065,725
Net Income
Losses $2,646,097,320 $2,525,478,775

Loss Atm 689% 673%

$1.071,543,570 $1,152,175,225

279%

Expenses

Expense rat,0 307%

Combined ratio 2968% 98%
Treaty g5% 95%
Facultative 5% 5%
Domestic 26% 31%
Foreign 74% 69%
Life 32% 25%
Non-lde 68% 75%

Parent HDI Haftpflichtverband der Deutschen
Industne VaG, Germany

Treaty

Combined ratio 109 6% 1106%

100% 100%
100% 100°/0
Non-life 100%
Founded 1992

Parent' Hannover Ruckverstcherungs-A G

Employees- 540
Locations 4 domestic, 1 foreign

life

Officers' Demosthenes Madureira de Pinho

Filho, president, Daulo Oscar Franca, executive

1998 1997

Premiumwntten $1,778,112,000 $1,305 360,000
Speciallties property, marine hull, aviation, Premium earned $1,775,424,000 $1,289520,010

100% cargo, oil, sureties, eng,neenng, liability, group Captal/surplus $477,792,000 $450,807,840

Odyssey Reinsurance

Net income $47,712,000 $44,292,960
Foreign 100% 100%

Lle 73% 69% Group Ltd.
Nor-life 27% 31% 1 Liberty Plaza,

Employees- 9 vp, Francisco Aldenor A Andrade, commercial

Locations 1 domestic

Specialities financial reinsurance

director

Contact Joao Carlos Gahya Rodnques, presi-

Officers Reinhard Elers, managing director, dent-United Sta-es Insurance Co, 212-486-

Tom Doran, senior underwnter 0700
HartRe Co. L.L.C.
55 Farmington Ave, Suite 800,
Hartford, Conn 06105,
860-520-2700, fax 860-520-2726
1397 LaSalle Re Holdings Ltd.

Premium wntten $710,577,000 $687,877,000
Premium earned $715,721,000 $645,460,000
$559,319,000 $473,248,000

781%

Losses

Loss ratio 733%

Expenses $196,101,000 $201,464,000

Expense ratio 273% 31 2%

Combined ratio 105 4% 1045%

Treaw 98% 982%
Facultative 2% 18%
Domestic 693% 81%
Foreign 307% 19%
Non-1 e 100% 100%

F

Founded 1982

Parent The Hartford Financial Services Group
Inc

Employees 175

Locations 5 domestic, 7 foreign

Specialities alternative risk transfer, profes-
sional liabilrty, non-standard auto

Officers David Robb, chairman, Deints
Zettervall, CEO, John Sullivan, presidenVCOO-
North Amenca

Contact Dennis Zettervall

@

IPCRe Ltd.
Amencan International Building,
29 Richmond Road,
Pembroke, HM 08 Bermuda,
441-298-5100, fax 441-292-8085
www ipcre bm

Premium wntten $111,265,000 $117,050,000 Capttavsurplus $737,300,000 $795,900,000 Subsidiaries- American Re Corp , Princeton, Expense ratio
N J, American Re-Insurance Co, Princeton. Combined ratio
676% NJ, Great Lakes Reinsurance (UK) PLC, Lon- Treaty

324% don, Munich American Reassurance Co, At-
100 lanta, Munich Reinsurance Co ot Canada,

$58.823.430 $55,052.800 Premiumeamed $120,125,000 $112,486,000 Netincome

$565,952,000 $529,163,000 Domestic

Capital/sumlus

Netincome $67,714,000 $101,743,000 Foreign
Losses $61,459,000 $14,7[8,000 Lde
Loss ratio 511% -31%

Expenses $27,648,000 $20,759,000

Expense ratio 23% 185%

Combined rat,0 741% 316%

Tre* 100% 100%

Foreign 100% 100%

Non-life 100% 100%
F

Founded- 1993

Parent. IPC Ho'dings Ltd

Subsidiaries. IPCRe Europe Ltd , Dublin, Ire-

Subsidiaries E&S Ruckversicherungs-A G, land

Germany, Hannover Reinsurance (Ireland) Ltd,
Ireland, Hannover Life Re of Australasia Ltd,
Australia, Hannover Life Reassurance (UK) Ud ,

Employees- 17
Locations. 3 foreign
Specialities. property catastrophe reinsur-

United K,ngdom, Hollandia Reinsurance Group ance, marine/aviatton, property-per-nsk excess,
(Pty) Ltd, South Africa, Hannover Re Sweden excess of loss

Insurance Co Ltd , Sweden, Insurance Corp of

Officers- John P Dowling, presidenUCEO,

Hannover, United States, Internat,onal Insurance James P Bryce, sen,or vp/chief underwriting of-
Co of Hannover Ltd, United Kingdom, Reassur- ficer John R Weale, vp/CFO

ance Co of Hannover, Unged States

Employees. 1,081

Locations. 1 domestic, 18 foreign

Specialities. property super cat XL layers,
professional liability, surety and fidelity, aviation
and manne, credit business, Ide and health bust-
ness, financial reinsurance, alternative risk fi-
nancing, securmzation

Ollicers Wilhelm Zeller, chairman, Andreas-
Peter Hecker, deputy chairman

Contact. Denis M Burk, vp-U S representa-
tive office, 847-310-3852

Hannover Reinsurance

(Ireland) Ltd.

2 Custom House Plaza, IFSC,
Dublin 1, Ireland,
353-1-612-5715,

fax 353-1-8294400

1998 1997

Premium wntten $236,666,850 $173,328,000
Premium earned $223,180,080 $165,294,100
$205,558,530 $150,049,700
$28,883,610 $25,399,475
$182,959,170 $133,803,650
809%

Capital&urplus
Net income
Losses

Loss ratio 82%
$61,693,380 $49,123,400

276%

Expenses

Expense fabo 297%

IRB-Brasil Re
Av Marechal Camara,
171 - Castelo,
Rio de Janeiro,
R J 20023-900 Brazil,

25 Church St,
Hamilton, HM12 Bermuda,
441-292-3339, fax 441-292-2656
www lasallere com
1998 1997
Premiumwntten $155,316,000 $171,386,000
Premium earned $154,620,000 $163,933,000
$506,028,000 $490,165,000
$51,806,000 $97,077,000
$95,539,000 $31,199,000
618% 19%
$22,661,000 $26,018,000
14 7% 159%

CapitaVsurplus
Net income
Losses

Loss ratio
Expenses

Expense ratio

Combined ratio 765% 349%

TreaN 100% 100%

Non-life 100% 100%
Fiscal years ending SO0O/98 and 9/30/97

Founded- 1993

Employees 31

Locations 1 domestic, 1 foreign

Specialmes- Property catastrophe, casualty,
manne and aviation

Officers- Guy D Hengesbaugn, pres,denV

CEO, Mark C Stockton, senior vp/chief under- Losses

wraing officer

Lincoln Re
1 Reinsurance Place,
1700 Magnavox Way,
Fort Wayne, Ind 46804,
219-455-3211, fax 219-455-9032
www 1 nrc com

1998 1997

Founded- 1991

Parent Great-West Lifeco Inc

Subsidiaries: London Life & Casualy Rein-
surance Corp, Wildey, Barbados, London Life &
General Reinsurance Co Ltd , Dublin, Ireland,
London Life Reinsurance Co, Phtladelphia, Lon-
don L,fe International Reinsurance Corp,
Wildey, Barbados, Shippan Internat,onal Insur-
ance Co Ltd , Wildey, Barbados, Trabaja Rein-
surance Co, Cayman Island

Employees 67
Locations | domestic, 3 foreign

New York, N Y 10006,
212-978-4700

1998 1997
Premium written $665,123,000 $374,767,000
Premium earned $654,958,000 $420,520,000
$1,033,688 $890,858,000
$142,830,000 $106,206,000
$531,044,000 $301,216,000

71 9%

Capitl/surplus
Net income
Losses

Loss ratio 81 1%
$224,919,000 $141,354,000

353%

Expenses

Expense ratio 343%

Combined ratio 115 4% 1072%

L . Treaty NA 80%
Spectalities life, proper/casualty, acct- :
Facunative NA 20%
deit/health, annuay .
) ) Domestic 53% 52%
Officers- R Thomas M Allen, chairman/CEO- .
. Foreign 47% 48%
London Reinsurance Group Inc , Paul A Brts- Lite
2% 5%
son, vp/chief actuary, Glenn A Hickling, vp/CFO i
Non-life 98% 95%

Contact. Monica Halner, president-London
Life Reinsurance Co, 212-542-7200

Munich Re Group

Konginstrasse 107,

Munich, 80802 Germany,

49-89-3891-0, fax 49-89-399056

www munichre com

1998 1997*

Remum wntten $12,539,124,480 $12,073,334,280
Remium earned $12,527,463,990 $12,086,824,508
Cap,sumlus $6,989,572,560 $5,538,809,728

$682,156,050 NA
$8,966,231,670 $8,013,855,960

678%

Net income

729%
$3,818,516,640 $3,147,962,125

322%

Loss ratio

Expenses

Expense ratio 301%

Combined ratio 103% 100%

Premium written $1,761,800,000 $1,335,300,000 * Fscal yearending 6/30,98
1998 1997 Premium earned $1,724,000,000 $1,371,100,000

($51,100,000) ( $74,500,000)
881%
119%

100%

Founded 1912

Parent Lincoln National Corp

Subsidiaries The Lincoln National Life Insur-
ance Co, Lincoln Nat,onal Reassurance Co, Lin-
coin National Health and Casualty Co, Lincoln
National Reinsurance Co (Barbados), Lincoln
National Reinsurance Co (Bermuda), Old Fort
Bermuda

Employees- 840

Locations 6 domestic, 11 foreign

Specialities-life and health, life reinsurance,
financial reinsurance, group life/,ealth reinsur-
ance

Officers Lawrence Thomas Rowland, presi
dent, Wilham King Tyler, senior vp/CFO, Kenneth
James Clark, senior vp-financial rmnsurance

Contact James C Weide, assistant vp-strate-

gic planning/knowledge management, 219455-
3186

Lloyd's of London
1 Lime St,
London, EC3M 7HA England,
171-327-1000, fax 171-626-2389

Parent Fairfax Financial Holdings Ltd

Subsidiaries Odyssey Re Corp , New York,
Compagnie Transcontinental de Reassurance,
Pans, ORC Re Ltd , Dublin, Ireland, Odyssey Re
London, London, Odyssey Re Bermuda, Hamil-
ton, Bermuda, Odyssey Re Stockholm, Stock-
holm, Sweden

Employees 728

Locations 6 domestic, 10 foreign

Officers Andrew A Barnard, president/CEO,
James F Dowd, chairman, Roland W Jackson,
CcFo

Contact Roland W Jackson, 203-977-8006

Overseas Partners Ltd.
Mintflower Place, 8 Par-la-ville,
Hamilton, HM GX Bermuda,
441-295-0788, fax 441-292-9142

WWW overseaspartners com

Treaty 924% 923% 1998 1997
Facultative 76% 77% Premium written $908,995,000 $720,084,000
Domestic 31% 34% Premium earned $746,918,000 $639,071,000
Foreign 69% 66% Capsurplus $2,524,669,000 $2,227,162,000
Ute 18% 163% Net income $488,297,000 $477,115,000
Non-lde 82% 837% Losses $484.328,000 $331,879,000
Loss latio 541% 519%

Founded: 1880 Expenses $108,944,000 $80,435,000

Toronto, Munich Reinsurance Co of Africa Ltd,
Johannesburg, South Africa, Munich Mauntius
Reinsurance Co Ltd, Port Lous, Maurmus, Mu-
nich Reinsurance Co of Australasia Ltd, Syd-
ney, Australia, Munchener Ruck Italia SPA, Mi
lan, Italy, Tonno Riassicurazion, SPA, Tunn,
Italy, New Reinsurance Co, Geneva, Switzer-
land

Employees 27,435

Locations 1 domestic, 60 foreign

Ollicers. Hans-Jurgen Schinzler

NAC Reinsurance Corp.
1 Greenwich Plaza,
Greenwich, Conn 06836,
203-622-5200, fax 203-622-0723

www nacre com

14 6% 126%

687% 645%
100% too%

Non-life 100% 100%
Founded: 1983
Subs,dianes: Overseas Partners Re Ltd
Employees: 35
OHicers D Scott Davis, president, Thomas E
Butler, Mark R Bndges, vps

PartnerRe

PartnerRe Building,

106 Pitts Bay Road,

Pembroke, HM 08 Bermuda,

441-292-0888, fax 441-292-7010

www partnerre com

1998 1997

Premium wntten $687,000,000 $427,800,000
Premium earned $685,600,000 $476,200,000

1908 1997 Capsurplus $2,113,400,000 $1,978,300,000

Premium wntten $553,666,000 $593656,000 Net Income *
Premium earned $532,846,000 $574,647,000 Losses
Ca*surplus $737,113,000 $702,222,000 Loss tatto '
$112.143,000 $79,570,000 Expenses *

Net income

$266,300,000 $271,100,000
$396,900,000 $207,300,000

5789% 435%

$178,900,000 $115,100,000

55-21-272-0200 www lloyds com Losses $353,635,000 $380255.000 Expense ratio * 2609% 245%
' 1998 1997 loss tatto 664% 662% Combined ratio * 8398% 677%
fax 55-21-240-8775 N .
www.rb gov br Premium whtten .3,553,094,000 $3,562,080,000 Expenses $209,509,000 $221,570,000 Treaty a1 99%
) . . 9% %6 Facultati % %
Premium earned $3,553,094,000 $3,562,080,000 Expense mtio 393% 386% acultative 6% 19
1998 1997 Capttal/surplus $10,420,530,000 $11,111,000,000 Combined raljo 105 7/0 1048% Foreign 100% 100%
Premium wmten $576,897,552 $557,039,930 Treaw 64% 60% TreR NA 759% Life 7% 7%
Premium earned $561,060,318 $560,291,116 lacullative 36% 20% Facultative NA 241% Non-1.fe 93% 93%
Capital/surplus $553,980,315 $473,300,824 Non-life 100% 100% Domestic 913% 912% ] )
Net income $146,675,655 $47,863,088 Foreign 87% 88% *Figures reported am for non-life
Non-life 100% 100%

Losses

$400,169,553 $438,073,006

Loss ratio 713% 782%

Expenses

341% 282%

Expense ratio

Combined Alto 105 4%

Treaty 75% 75%
Facultative 25% 25%
Domestic 9973%

Foreign 27% 73%
Life BmM% 762%
Non-life 9199% 9238%

Founded 1939

Founded- 1688

Officers- Max Taylor, chairman, Nick Prette-

$191,295,258 $158,087.646 john, CEO

Contact. Mana Allen, project manager-mar-

1064% keting and ccmmunications, 212-3824088

9927% London Reinsurance Group

1 London Place,

255 Queens Ave , Suite 303,
London, Ontano N6A 5R8 Canada,
519-432-5281, fax 519-432-6883
www Irg com

Founded 1985

Parent. NAC Reinsurance Corp

Subsidiaries- NAC Reinsurance Corp , Green-
wich Insurance Co, Indian Harbor Insurance
Co, NAC Re International Holdings Ltd

Locations: 10 domestic, 3 foreign

Special,lies. property/casualty reinsurance

Officers N,cholas M Brown Jr, president/
CEO, MaRha G Bannerman, executwe vp/gener-
al counsel/secretary, Richard H Miller, senior
Vp/ICFO

Contact- Richard H Miller

Founded- 1993

Subsidiaries. Societe Anonyme Francaise de
Reassurances PartnerRe, Partner Reinsurance
Co Ltd, Partner Reinsurance Co of the U S

Employees 630

Locations 12 foreign

Special,ties- property, catastrophe, agncul-
ture, casualty, marine, aviation and space, credit
and surety, life and health

Contact Scott Moore, presidenVCEO-Part-
nerRe US, 212416-5700

Continued on page 38



PLUG INTO A POWERFUL RESOURCE...

W HAVIE'RY DEE

INOgehAmeticalReinse
@ !_J'\EH{,LL{‘_S):EHE;{‘[_‘.‘I@
aportiilaza W

ﬂ.ﬁ\%m,- anditbeldeepirootedifinancial
JelpoveRofHS@REMATIN "\n(ﬂlt 211125 ’d},i.ﬂj}
298VVater@Stree N eWAYORI

haG VQ—R jﬁ'amlﬂ H,/o,]
OTCONTACEROU ik

N EEB8REDE

-

1

kqu‘t" Vv /\ ;,')(ﬁﬁ;}ﬁ
L (SteongiEinancial

f‘_, SUGItY)

e
ZAN

¥y

e {.:'p), 2 % tre 2 ;ﬂj

T} —ll‘WF}



38 /Business Insurance, Auglist 20, 1999

Continued from page 36

®

QBE Insurance Group Ltd.
(Reinsurance Division)
82 PIM St., Sydney, N.S.W. 2000,
Australia, 61-2-9375-4444,
fax: 61-2-9375-4834

www.gqbe.com.au

Capital/surplus
Net income
Losses

Loss ratio
Expenses
Expense ratio
Combined ratio
Treaty
Facultative
Domestic
Foreign

Non-life

Fiscal years ending 6/30/98 ard 6/30°7

1998
n $540,200,000
d $484,840,000
$367,676,000
$46,920,000
$315,860,000
65.1%
$142,324,000
29.3%

34.4%

32.6%

37.4%

7.6%

92.4%

100%

1997
$506,501,400
$420,246,800
5350,727,000
$84,925.200
$289,340,000
68.9%
$113,155,400
26.9%

95.8%

69.2%

30.8%

6%

94%

100%

Foundel[: 1886

Parent QBE Insurance Group Ltd.

Subsidiaries: Sydney Reinsurance Co.. Syd-
ney and Singapore, QBE Intemalonal Insurance
Ltd, Loncon: QBE Corp. Ltd, London, QBE
Reinsurance (U.K) Lid, London; QBE Insirance
& Reinsurance (Europ:) Ltd., Dublin, Ireland,
Sydney Reinsuralce Corp., New York,

Employees: 385.

Locations: 1 domestic, 12 foreign.

Special ties: t loodstlck, professional indem-
nity: marine; accident/health; property propor-
tional/excess of loss/fac-lltative, motor/motor ca-
sualty: catastrophe; cas Jalty.

Officers: Frank O'Helloran, managing direc-
tor/CEO,; Vell Drabsch, CFO, Brian Cotterill,
group manager-reinsurance portfolios.

Contact Timothy Keiny, senior vp/CFO-Syd-
ney Reinsurance Corp.: 212-894-7543

Standard & Poor's Top 25
Chart of S&P's 25 largest reinsurance
groups by net Premiums written

in 1998 appears on page 35

Reinsurance Group
of America Inc.

137C Timberlake Manor Parkway,
Chesterfield, Mo. 63017-6039
636-736-70CO; fax: 636-736-7100

www.gare.com
1998
Premium writen  $1,016,400,000
Premium earned  $1,016,400,000

CapitaVsurplus $748,500,000

Net incomE $89,700,000
Losses $797,900,000
Loss ratio 78.5%
Expenses $188,500,000
Expense ratio 18.5%
Combined ratio 97%
Treaty 650/0
Facultative 35%
Domestic 70%
Foreign 30%
Life 100%

Founder: 1973.

An MRM Company

1397
$744800301
$744800,301
$439300,000

$72600001
$559100000
76.4%

5- 48100 OOC
19.9"C

9E.3'/

604

40,4

74C4

26'4

1J0%

Parent GenAnerica Corp.

Sl bsidiaries: RGA Relisurance Co., St.
Loli:; RGA Life Reinsurarce 30. of Canada,
Mo tireal; RGA Reinsurance 30. of Australia Ltd.,
Sycney, Australia

Employees: 421.

Locations: 1 domestic, 12 foreign.

Specialities: life reinsurancg€, financial rein-
Suralce.

Olficers: A. Greig Woodring, president/CEO;
David B. Atkinson, executive vp/COO: Jack B.
Laj, executive vp/CFO

Contact: David B. Atkinso 1, 636-736-7308.

RenaissanceRe Holdings Ltd.
Renaissance House,

8-12 E. Broadway,
Hamilton HM 19, Eernuda;
441-2951513; fax: 441-296-5037

www.renre.com

Premium written
Prenium earned
Capial/surplus
Ne' income
Loss,es

Loss ratio

-998
$195,019 000
$204,947 000
$612,232,000

$74,577,000
$112,752,000

55%

1997
$195,752,000
$211,490,000
$598.703,000
$139.249,000

$50,015,000

23.6%

Expenses $61,031,000 $50.358.000
Expense ratio 29.8% 23.8%
Combined ratio 84.8% 47.4%
Treaty 100% 100%
Foreign 100% 100%
Non-life 100% 100%

Founded: 1993.

Subsidiaries: Renaissance Reinsurance Ltd.
Bermuda

Employees 40

Locations: 1 domestic, 3 foreign.

Specialities: property/catastrophe excess of
loss; retrocessional reinsurance, marine and avi-
ation.

Officers: James N. Stanard. CEO/chairman
William I. Riker, COO/executive vp; David A. Ek-
lund, chief underwriting officer/executive vp.

Contact John M. Lummis, senior vp/CFO.

O

St. Paul Re
195 Broadway, 28th Floor,
New York. N.Y. 10007-3181,
212-238-9200;fax: 212-238-9493
www.stpaulre.com
1998* 1997*
Premium written $1,056,229,000 51.200,245,000
Premium earned $1,038,687,000 $1,226,913:000

81

Losses $684,450,000 $839,412,000
Loss ratio 65.9% 68.4%
Expenses $346,168,000 $367,246,000
Expense ratio 33.3% 29.9%
Combined ratio 99.2% 98.3%
Treaty 94% 96%
Facultative 6% 4%
Domestic 55% 55%
Foreign 45% 45%
Non-life 100% 100%

* Figures are pro forma and reflect The St Paul Cos.
Inc.'s acquisition of USF&G Corp.
Founded: 1983

Parent The St. Paul Cos. Inc.

Subsidiaries: St. Paul Reinsurance Co. Ltd,
London, Discover Re, Fermington. Conn.

Employees: 560.

Locations: 12 domestic, 7 foreign.

Specialities: property; casualty; marine: spe-
cialty lines: financial reinsurance.

Officers:James F. Duffy, president; Michael
Schell, president-international: David Grefe, ex-
ecutive vp/chief accounting officer.

Contact Peter Aubrey-Smith, executive vp-in-

temational treaty & business development; 212-
238-9275.

SCOR
1 Ave. du President Wilson,
Paris la Defense 92074,
France; 33-1-46-98-7225;
fax: 33-1-46-98-7742

wWaww.scor.com

Premium written
Premium earned
Capital/surplus
Net income

Losses

1998
$2,418,795,000
$2,386.647,000
$1,689,822,000

$162,792,000
$1,834,317,000

1997
$2.348.172,000
$2,294,820,000
$1,689,822,000

$161,082.000

51.658.700,000

Loss ratio 76.9% 722%
Expenses $790,362.000 $724.185,000
Expense ratio 33.1% 31.6%
Combined ratio 110% 103.8%
Treaty 76% 76%
Facultative 24% 24%
Domestic 15% 18%
Foreign 85% 82%
Life 13% 12%
Non-life 87% 88%

Founded: 1970.

Subsidiaries: SCOR lItalia: SCOR Deutsch-
land, SCOR U.K: SCOR U.S, SCOR Canada:
Commercial Risk Partners. Bermuda: SCOR
Asia Pacific. Singapore.

Employees: 1.176

Locations: 1 domestic, 29 foreign.

Specialities: life reinsurance: motor excess in
Europe, facultatives: alternative risk transfer.

Officers: Jacques Blondeau, chairman/CEO,
Serge Osout, president/COO: Pierre-Denis
Champvillard. group senior vp.

Contact: Jerome Karter, president/600-SCOR
us.

Sirius International
Insurance Corp.
Stockholm S-11396, Sweden,
46-8-458-5500; fax: 46-8-458-5599

Premium wntten

1998

$347,626,314

1997

$343,985,590

Continued on page 40
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The new Odyssey Re is positioned for the new
millennium with a global network of 16 offices in 11
countries. :

We now have the ability to assume risk from
anywhere in the world in virtually all lines of business.
The addition of TIG Re (rated “A” (Excellent) by A.M.
Best Company) further deepens our talents while
expanding our balance sheet to over $1.5 billion in
combined capital and surplus, and net written premium
of over $1.2 billion.

Our parent Fairfax Financial Holdings Limited has
assets of Canadian $30 billion and shareholders’ equity
of Canadian $3.2 billion.

At the new Odyssey Re we are building a company
with its feet firmly on the ground and its eyes
confidently trained on the future,

S TAMFORD

SAFE JOURNEY
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Continued from page 38

Premium earned $353,169,054 $337,429,170

Nederland nv, Netherlands, Atlantic International 1998 1997

Reinsurance Co Ltd. European International Premiumwimen $677,592,000 $889,240,000 Expenses
CapitaVsurFlus $261,064,000 $248,016,000 Expense ratio

Reinsurance Co Ltd , Barbados, Swiss Reinsur-

Loss Bio 739% 741%

$383,398,103 $337,160,934

278% 268%

CapitaVsurplus $2,0'11,236,000
$299,862,000
$206,454,000

Net income

Losses

CapitaVsurplus $1,035,040,230 $963,170,000 ance Co Canada, Swiss Re Life & Health Cana- Net income $17,928,000 $17,184,000 Combined ratio 101 7% 1009% ;Oss o $7g,5;25 :;/;

t‘e‘ income $73,566,738 $74,705,150 da, Canada, European Reinsurance Corp of Losses $578,256,000 $531,008,000 TreaN 95% 4% Ei':,i:zzsm 178% it
osses ($221,617,998) ($201,315,530) America, Swiss Reinsurance American Corp, Loss ratio* 659% 597% Facultmve 5% 6% Combined ratio 6209

toss rallo (628%) (597%) Swiss Re America Holding Corp,USA, Swiss Expenses $346,248,000 $341,488,000 Domesbc 51% 529 TRaty 100% -

Expenses ($125,711,964) ( $135,001,490) Re Australia Ltd, Australia, Swiss Re Southern Exlense ratio’ 395% 384% Foreign a9% 48% Domesbc 2%

Expense ratio (356%) (40%) Afnca Ltd, South Africa Combined -atio* 105 4% 981% Non-life 100% 100% Foreign 98%

Combined ratio (984%) (997%) Employees- 8,770 Domesbc 864% 8619% Founded 1952 Non-life 100%

Domestic 20% rese Officers: Walter B Kielholz, CEO, RudoH Kel- Foreign 13 6% 139% Parent Transatlantic Holdings Inc Rscalyears ending 11/30/98

Foreign 0% 2% lenberger, executive board member/head-Euro- Ute 75% 169% Employees. 370 Founded 1998

Founded 1945

Parent: Sinus International Insurance (publ)
Employees 117

Locations 1 domestic, 1 foreign

Officers. Goran Thorstensson, president/CEO

SOREMA
20 Rue Washington,
Pans, 75008 France,
33-1-40-74-66-00,
fax 33-1-45-63-25-47
Wwww soremana com
1998 1997

Premium wntten $426,097,350 $513,638,172

pean division, John H Fitzpatrick, CFO Non-life 925%

Contact Held, Hutter, CEO/chairman, Swiss Fiscalyearsending 3/31/99 and 3/31/98

Re Amenca

— e

Tempest Reinsurance Co. Ltd.

984%

ums earned figures are not available

Founded. 1940

Subsidiaries The Toa Reinsurance Co of
America

Locations: 1 domestic, 5 foreign

Officers. Hiroshi Ohashi, presidenUCEO,

Locations: 2 domestic, 11 foreign
Specialities Transatlantic Reinsurance Co,

offer reinsurance capacity on both a treaty and
facutative basis structuring tradmonal and non-
tradmonal programs for a full range of property
and casualty products

Parent: XL Capital Ltd
Subsidiaries Latin American Reinsurance,

*Ratios ca/culated using pmmums wn#en. prem,- Putnam Reinsurance Co and Trans Re Zurich, Hamilton, Bermuda

Employees 76

Locations 2 domestic, 4 foreign

Specialities low/high frequency, seventy nsks
including propetty catastrophe, other property

Ofticers- Robert F Orlich, president/CEO, Paul lines, manne, energy, aviation/space

A Bonny, executive vp/president-international

Oll,cers Henry C V Keeling, presidenUCEO,

Wessex House, Third Floor, 45 Reld Kotchiro Abe, senior managing direc-or, Yoshlo operations,Steven S Skalicky executive vp/CFO James H Veghte, executive vp/underwriter,

Contact Seymour H Katz, skatz@transre com Robert L Nason, executive vp/underwnter

St, Hamilton, HM KX Bermuda,
441-292-2603; fax 441-292-2790

www ace bm

Shimizu, managing director

The Toa Reinsurance Co.
1998 1937 )
of America

Premium earned $425,102,340 $503,995,995 Premiumwntten $89.583,000 $111.420.00

Capital/surplus
Net income

Losses

Loss ratio 775% 703% Losses $34,142,000 $10,437,000
Expenses $166,156,810 $183,495,141 Loss igho 226% 88%
8*ense latio 391% 364% Expenses ' $27,383,000 $20,589,CO0

Combined ratio 116 6%

$526,837,650 $525,178,278 Premium earned $150,871.000 $118,601,000
$11,184,980 $28,067,769 Capital/surplus *
$329,615,380 $354,479,580 Net income ($135,966,000) $120,687,000

1067% Expense ratio

177 Madison Ave,PO Box 1930,
Mornstown, N J 07962-1930,
973-898-9480, fax 973-898-9495

www toare com

$1,056,233 $590,000

181%

Trenwick Group Inc.
1 Canterbury Green,

Stamford, Conn 06901-6876, VIV

203-353-5500, fax 203-353-5536
1998 1997

Premiumwntten $250,219,445* $195,230,378

1998 1997 Premium earned $245,560,396* $190,156,361
Premium wntten $100,454,000 $88,804,000 CapdaVsumlus $462,426,375* $322,849,603
174% Premium earned $95,559,000 $93,021,000 Net ncome
262% Cap#aVstrplus $296,342,000 $261,044,000 Losses

$47.567,055*
$153,134,149* $109,554,174

$42,797,060

The Yasuda Fire & Marine
Insurance Co. Ltd.
26-1, Nishi-Shinjuku, 1-chome,
Shinjuku-ku,Tokyo, Japan,
81-3-3349-3970,

Treal 18 9% 713% Combined ratio 407% fax 81-3-5322-6013
tly 8119% 287% Tre* 100% 100% Net income $22,423,000 $49,417,000 Loss mbo 6249%06* 576% x
Facultative ¢l cl )
* www yasuda co jp
. L 74,680,492
Domestic 10 5% 112% Foreign 100% 100% osses v $67,408;000 $65,969,000 Exmnses - $99,394,954 $ o0 1007
F 895% 888% Non-life 100% 100% Loss ratio* 705% 709% Expense ratio 4059%* 393%
oreign f
Life o 229 38% Ascal years ending 9/3098 and 9/30/97 Expenses $29,444,000 $30,579,000 Conbilled mtio 102 9%+ 96 8% Premium wmten $562,261,935 $628,298,396
j © . ;
Non-Itle 268% 962% *Excluding goodmll Expense tabo 308% 3299 Tre* 70% 98% CapltaVsurpIus $2,128,248,000 $2,082,104,000
Founded. 1993 Combined ratio 101 3% 1038% Facjltative 30% 206 Net Income $96,280,000 $105,896,000
Founded 1978 885% EI) 5% ) o . Domestic 817% 8224%
Parent GROUPAMA Parent. ACE Limited. Treaty o Domestic 68% 100%
P Empl 27 Facultate 115% 96% Foregn 3206 NA Foreign 18 3% 1776%
Subsidiaries: SOREMA NA, New York mployees Non-life 100% 100%

Employees 388
Locations 1 domestic, 11 foreign

Specialmes. propelty/casualty, life bumness George Rivaz, COO, Elizabeth Murphy, CFO

Ollicers- Alexis Ruset, chairmaWCEO, Anders

Grabo, executive vp-Pans head office, Francois Terra Nova (Bertnuda)

M Chavel, presidenVCEO-SOREMA N A
Contact Deborah L Brady, senior vp-SORE-
MA N A Group, 212-480-1900, dbrady@

soremagrp com

Swiss Re Group
Mythenquai 50/60, P O Box CH-
8022, Zunch, Switzerland,
41-1-285-2481, fax 41-1-285-2038
www swissre com
1998 1997
Premium wntten $11,273,910,000 $11,114,948,COO
Premium earned $11,406,390,000 $11,213,475,000

100% 100%

Specialmes property catastrophe reinsurance Domest,c
Ollicers: John Engestrom, presidenVCEO, Non-lde

Founded: 1922

100% 100%
Parent The Toa Reinsurance Co Ud

Employees 40
Locabons: 1 domestic

Holdings Ltd.

Richmond House,

12 Par-La-Vi,le Road,

Hamilton, HM 08 Bennuda,
441-292-7731, fax 441-292-7572

www terra-nova com

Otlicers: William L Munson, chairman/CEO,
John J Hayden, senior vp/secretary/general
counsel, Thomas M Sheehy, senior vp/CFO

Contact. Thomas M Sheehy, 973-898-9489,
tsheeh7@toare com

1998 1997
Pmmiumwnten 5646,197,000 $483,545,000 The Tokio Marine & Fire
Premiumeamed $546,908,000 $419,069,000 Insurance Co. Ltd.
$570,862,000 $481.888,000
$72:399,000 $73.41C.000
$359,567,000 $282,480,000
65 7/0

Capital/sun)lus 2-1, Manunouchi, 1-chome,
Ch,yoda-ku,
Tokyo, 100-8050 Japan,

81-3-5223-3158,

Net income
Losses

Loss ratio 674%

Expenses $180,702,000 $129,133,000 e D1 oo O1as

) a< 81-3- -
Capital/surplus $8,976,900,000 $9,781,733,000  gxpense ratio 33% 308%
Net Income $1,725,000,000 $1,457,924,000 Combined labo °87% 0829 1998

Losses
812%

$3,806,040,000 $3,360,942,000

Loss ratio * 804%

Expenses

Expense ratio * 334%
Combined ratio* 114 6%
Domestic 37%

Foreign 963% 961%

Life 204% 189%

Non4fe 796% 811%

‘Non-life only

Founded: 1863

Subsidiaries' European Reinsurance Co of
Zurich, Switzerland, Bavanan Reinsurance Co
Ltd, Germany, Swiss Reinsurance Co U K Lid,
United Kingdom, Bavanan Reinsurance Ireland
Ltd, Ireland, Algemene Levensherverzekering
Maatschappii nv, Reassurantie Maatschappil

$9,258.420,000 $9,017.632,000 Non-lde

30% London,UK, Terra Nova (Bermuda) Insurance Foreigr
1104% Co Ltd, Hamilton, Bermuda, Compagnie De Re- Fscal yearsending 3/31/99and 3/31/98
39% assurance D'tie De France Gunfrance"),Paris,

100% Premium written $728,880,000 $873,504,000
Capital/surplus NA $18,896,360,000
71 7%

100%
Founded 1994
Subsidiaries. Terra Nova Insurance Co Ltd, Domeshc

725%

275% 283%

France

Employees 691

Locations 1 domesbc, 6 foreign

Omcers. John J Dwyer, chairman, Nigel H J
Rogers, president CEO, William J Wedlake, CFO

80 Pine St,

New York, NY 10005,
212-770-2000, fax 212-248-0965
www transre com

. 1998 1997
The Toa Reinsurance Co. Ltd.

6, Kanda - Surugadal 3 - chome,
Ch,yoda - ku,Tokyo,

101-8703 Japan,
81-3-3253-3171,

fax 81-3-3253-1208

Premiumwntten $1,390,944,665 $1,291,655,248
Premium earned $1,380,569,563 $1,259,250,536
Capita/surplus $1,343,658,809 $1,163,855,714

$226,053,752 $170,301,367
$1,020,887,840 $933,014,917

Net income

Losses

Order Your ACCGSS NOW ! Business Insurance .

Article Archive provides easy access to a database containing the industry s most
comprehensive information on news and trends in risk management, employee

benefits, commercial insurance and managed health care The archive is a useful 49
source of information for market research, data gathering, speech wnhng,

competitive analysis and legal inquines

The Article Archive, located on Business Insurance's home page at

www.businessinsurance.com is available for a one-year archive access fee

of $80 for subscnbers to B/ magazine and $120 for non-subscnbers Go to
B/'s site at www.businessinsurance.com to order this service online,

Business
INnsurance

or call 312-649-5398 for more information «©

www businessinsurance com

Non-life 100% 100%

*Inch/des duectbus/ness (apprommate* 18% ofnet Ascal years ending 3t31/99 and 3/31/98

reinsurance premiums wimen)
Founded: 1984
Parent Trenw,ck Group Inc
Subsidiaries. Trenwick Intemabonal, London
Employees. 147
Locations 1 domestic, 1 foreign
Speciallties- special propery/casualy
Officers- James F Billet Jr, chairman/prest-
denVCEO, Pierre Croizat, chairman-Trenwick In-
temational, James E Roberts, vice chairman
Contact Alan Hunte, executive vp/CFO/trea-
surer, 203-353-5545

1997 Underwriters Reinsurance

Group

26050 Mureau Road,

Calabasas, Calif 91302,
818-878-9500, fax 818-878-9535

1998 1997* Expenses

P-emium wntten $438,162,000 $414,191,000 Expense ratio
Transatlantic Reinsurance Co. Premium earned $420,809,mOo0 $376,672,000 Combined mbo
Ca*1/sutplus $636,147,000 $579,503,000 TrB*

Net income $39,636,000 $33'393,000
$288,259,000 $261,828,000

685%
$136,487,000 $115,797,000

324%

Losses
Loss ratio 695%
Expenses
Expense ratio 307%

Combined mtio 100 9% 1002%

Treaty 98%
Facultave 2% 5%
Domesbc 75% 85%
Foreign 25% 15%
Non-life 100%

*1997 results have been restated to reflect the con-
solidated company

Founded: 1977

Parent. Alleghany Corp

Subsidiaries. Commercial Underwnters In-
surance, Culver City, Calif, Newmarket Under-
wrders Insurance, Culver City, Calif, Underwnt-
ers Insurance Co , Culver City, Calif

Employees: 367

Locations. 5 domestic, 4 foreign

Officers: Steven H Newman, presidenUCEO,
Russell T John, COO, Stephen C Kolskowski,
CFOltreasurer

Contact. Stephen C Kolskowski

XL MidOcean Reinsurance Ltd.
P O Box HM 1066,
Hamilton, HM EX Bermuda,
441-292-1358, fax 441-296-0167
1998 1997
Premium wntten $462,560.000 NA
Premium earned $454,377,000 NA

Founded 1888

Subsidiaries Yasuda Re (Hong Kong)
Employees: 80

Locations 1 domestic, 3 foreign

Officers: Yosuo Goto, chairman emeritus,

Ko,chi Anyoshi, chairman, Hiroshi Hirano, presi-
dent

e

Zurich Re
General Guisan-Quai 26,
Zunch, 8022 Switzerland,
41-1-639-9393, fax 41-1-639-9090

www zunchre com

1998 1997
Premium wntten $1,563,540,000 $1,778,309.000
Premium earned $1,655,310,000 $1,883,726,000
$175,950,000 $277,667,000
$1,279,950,000 $1,546,805,000
679%

Net income
Losses

Loss ratio 821%
$439,530,000 $388,596,000

233% 206%

m 2% 1027%
917/0 944%
Facultabve 83% 56%
Life 35% 3%
Non-life 965% 97%

Founded 1873
Parent Zunch Financial Services Group
Subsidiaries Zurich Re, Cologne, Zurich Re

95% (North Amenca) Inc, New York

Employees. 570
Locations. 1 domestic, 13 foreign
Specialities |,fe, non-lde, tradmonal, non4ra-

100«,6 dltional (structured finite solutions), facultatlve

Dancers: Dirk Lohmann, CEO-Zurich Re,
Richard E Smith, CEO-Zurich Re (North Amen-
ca), Martin Kaver, CFO-Zurich Re

Contact. Richard E Small ill

Business
INsurance®

- SERVICES -

SINGLE-COPY SALES
To order any current or back iISSUe
of Bwtness Insurance, call the sm-
gle-copy sales division of Brs Cir-
culation Depattment
313/446-1609
LIST RENTAL
Portions of 8/ s subscriber
database are available to quali-
fied companies for list rental
For available titles and a price
quote, call our list broker
800/678-9595



CEOs

Continued from page |
Johnson, who is based in New
York.

Jim Sillery, a senior consultant
at Watson Wyatt Worldwide who
specializes in executive compen-
sation, said the insurance industry
is following a pattern similar to
that of the banking industry.

After "the banking industry
went through deregulation, com-
pensation is now equal to or
greater than what you find in the
general (financial services) indus-
try," said Mr. Sillery, who is
based in Chicago. As the banking
and insurance industries blend, he
said, customers are the first to ex-
perience the synergies. After a
while, there is also cross-influence
between the labor markets.

"To a customer, banks and in-
surers look more similar than ever
before," he said. "The market is
reflecting a premium that's going
to be placed on the type of leader
that will make these companies
successful through transition.”

For the past few years, insurer
and reinsurer CEOs have enjoyed
sharp increases'in their total com-
pensation.

On average in 1998, CEOs of

commercial insurers and reinsur-
ers earned about $2.17 million in
total cash compensation-a 23.8%
increase from 1997, when a rank-
ing of similar company CEOs
found that pay increased by
14.5% from the prior year. Based
on figures published in 1998 com-
pany proxy statements, the aver-
age CEO pay for 1997 was $1.75
million.

This year's robust 23.8% in-
erease, however, can be attribut-
ed, in part, to a -windfall for two
CEOs, Citigroup Inc.'s co-CEO
Mr. Reed and Lincoln Financial
Group's Jon A. Boscia.

Mr. Boscia experienced a jump
in total compensation of 885.9%
to $4,279,769 in 1998 from
$434,094 in 1997. This dramatic
increase, according to the compa-
ny proxy, reflects both his ap-
pointment in mid-1998 to CEO af-
ter lan M. Rolland's retirement
and his success in leading the
company effectively.

Mr. Reed's total cash compensa-
tion increased 138% in 1998 to
more than $9.5 million, up from
$4.0 million in 1997.

The Business Insurance survey
results are derived from company
annual reports and proxy state-
ments for 1998 as filed to the U.S.
Securities and Exchange Commis-

sion. Thirty-four reinsurers and
insurers were examined for this

annual analysis of CEO compen-
sation.

Of the 35 CEOs surveyed, 23 ex-
perienced an increase in total cash
compensation, which is made up
of salary and bonus. Ten CEOs
saw cash compensation decline,
and two experienced no change

uuagnea-6 iici'UTance, August JU, 1999/ 41

track perfectly with stock price
and net income in the short term.
"The individuals were being re-
warded more for minimizing the
dropoff in net income and maybe
also are being rewarded for not
taking business that would
amount to losses in the future,”
said Mr. Chamberlin, who is based
in the recruiting firm's New York

On average, CEOs of commercial insurers and
reinsurers earned about $2.17 million in cash

compensation in 1998, a 23.8% increase from
1997, when tie average was $1.75 million.

from year to year.

Twenty-nine of the insurers and
reinsurers showed gains in total
revenue in 1998. When examining
net income, however, just 17 of
the 34 companies examined saw

an increase, while an equal num-
ber saw net income decline from

1997.

Brooks Chamberlin, managing
director and head of lhe global in-
surance recruiting practice Korn/
Ferry International, said he thinks
cash compensation doesn't have to

office.

And some CEOs are being re-
warded handsomely.

Citigroup's Mr. Reed, for exam-
ple, not only is one of the CEOs
seeing the greatest increase in
cash compensation but he also is
the highest-compensated insurer
CEO. Also ranking among the four
most highly paid CEOs in 1998 is
Mr. Weill, with whom Mr. Reed
shares the title of Citigroup CEO.

Mr. Reed, 60, earned a salary of
$1,666,667 and a bonus of

bonus was $2,500,000.

As of Aug. 20, the 168,963
shares that Mr. Reed beneficially
owned had a market value of

$7,836,503.94, or $46.38 per share.

reinsurers and insurers in 1998.
His total cash compensation was
$7,192,816, made up of $1,025,000
in salary and a bonus of
$6,167,816. His total compensa-
tion went down slightly in 1998-
only 0.003% from 1997, when his
total cash compensation was
$7,193,034.

The Aug. 20 market value of Mr.
Weill's 9,540,180 beneficially
owned shares-also at $46.38
each-was $442,473,548.40.

Mr. Chamberlin classifies Citi-
group's Messrs. Welill and Reed in
a league of their own when exam-
ining insurer and reinsurer com-
pensation, because their salaries
and bonuses are linked to bank-
ing, brokerage operations and in-
surance profits.

"CEO compensation in the in-
surance industry has moved up in
recent years, but, in my view, it is
still somewhat below other large
comparable financial service

See CEOs on next page

The highest=paid CEOs among leading commercial insurers/reinsurers

Rev.
Rank rank CEO/Age

1 1 John S. Reed, 60
2 15 Saul P. Steinberg, 59
3 1 Sanford I. Weill, 65

4 3 Maurice R. Greenberg, 73 American International Group Inc.

5 5 Wilson H. Taylor, 55
6 14 Jon A. Boscia, 46

7 10 Robert M. Devlin, 58
8 4 Jerry D. Choate, 61
9 21 Brian Duperreault, 51
10 23 Brian M. O'Hara, 50
i1 7 Ramani Ayer, 51

12 13 Dean R. O'Hare, 56
13 24 James A. Mcintyre, 66
14 22 Joseph V. Taranto, 50
1s 9 Jay S. Fishman, 46

16 16 A.C. Zucaro, 59

17 17 Robert B. Morgan, 64
18 25 Herbe,t N. Haag, 52
19 33 Gerald D. Stephens, 66
20 30 Robert A. Mulderig, 46
21 19 William R. Berkley, 53

22 6

23 12 Roger H. Eigsti, 56

Dennis H. Chookaszian, 55 CNA Insurance Cos.

24 11 Douglas W. Leatherdale, 62 The St. Paul Cos. Inc.

25 29 Stephen L. Way, 50
26 18 W. Marston Becker, 46
27 32 Victor H. Blake, 63

28 28 B. Frederick Becker, 52
29 35 Alan I. Kirshner, 63
30 27 Harry W. Rhulen, 35
31 31 Charles E. Rinsch, 66
32 20 Lauren N. Patch, 48
33 26 Walter R. Bateman, 51
34 34 Merton J. Segal, 70

35 8 Warren E. Buffett, 68

1998 cash 1997 cash 9%change
Company compensation compensation  from 1997
Citigroup Inc. $9,525,000 $4,000,000 138.0%
Reliance Group Holdings Inc. ' ' ' 8,450,000 5,300,000 59.4
Citigroup Inc. 7,192,816 7,193,034 -0.003
6,000,000 4,650,000 29.0
CIGNA Corp. 4,869,000 3,270,200 48.9
Uncoln Financial Group 4,279,769 $434,094 885.9
American General Com. 3,201,346 2,566,154 24.8
The Allstate Corp. 2,993,000 2,719,167 10.1
ACE Ltd. 2,062,500 1,731,258 19.1
XL Capital Ltd. 1,900,000 1,300,000 46.2
The Hartford financial Services Group Inc. 1,781,000 1,198,917 48.6
The Chubb Corp. 1,775,424 2,424,401 -26.8
Fremont General Corp. 1,739,000 1,567,100 11.0
Everest Reinsurance Holdings Inc. 1,691,086 1,604,532 5.4
Travelers Properly Casuany Corp. 1,635,021 1,403,762 16.5
Old Republic International Corp. 1,545,768 1,202,825 28.5
The Cincinnati Financial Com. 1,358,360 1,256,646 8.1
PartnerRe Ltd. 1,225,000 1,150,000 6.5
RLI Corp. 1,206,724 1,478,587 -18.3
Mutual Risk Management Ltd. 1,114,485 939,192 18.67
W.R. Berkley Corp. 980,000 3,889,000 -74.8
950,000 950,000 0.0
SAFECO Corp. 882,136 901,830 2.2
855,769 1,317,500 35.0
HCC Insurance Holdings Inc. 850,000 800,000 6.3
Orion Capital Corp. 834,277 901,180 -7.4
LaSalle Re Holdings Ltd. 800,000 1,156,877 -30.8
MMI Cos. Inc. 704,000 794,000 -11.3
Markel Corp. 654,770 676,038 -3.1
Frontier Insurance Group Inc. 609,000 338,000 80.2
Argonaut Group Inc. 565,000 550,000 2.7
Ohio Casualty Corp. 562,124 530,000 6.1
Harleysville Group Inc. 538,348 486,028 10.8
Meadowbrook Insurance Group Inc. 475,533 509,850 -6.7
Berkshire Hathaway Inc. 100,000 100,000 0.0

1. Market value calculated based on Aug. 20,1999 share price. 2. Includes shares held in the company's thrift plan.

Market value

of shares

beneticially held'

$7,836,503.94
172,779,415
442,473,548.40
1,507,516,734.38
18,150,920.18
3,378,057.50
13,310,184,002
3,750,485.06
6,384,119.42
15,298,624.11
8,031,621.00
7,655,953.52
134,537,139.63
12,021,262.02
1,389,208.75
2,452,225.86
49,137,881.37
18,596,887.52
17,093,733.50
13,133,999.85
88,956,665.00
15,151,162.50
4,155,418.74
11,028,884.64
57,290,964.64
2,826,909.96
1,059,068.96
4,393,993.50
24,371,782.75
2,336,221.62
6,254,348.94
710,819.52
1,154,868.00
59,036.71

30,162,373,000.00

Total
1998

revenues

$76,431,000,000
3,369,120,000
76,431,000,000
33,296,000,000
21,437,000,000
6,087,100,000
10,251,000,000
25,879,000,000
1,406,942,000
1,217,648,000
15,022,000,000
6,349,800,000
1,037,597,000
1,315,200,000
10,451,000,000
2,171,700,000
2,054,289,000
879,600,000
168,114,000
279,396,000
1,582,517,000
17,074,000,000
6,452,100,000
9,108,401,000
308,034,000
1,716,700,000
194,546,000
474,893,000
52,523,000
573,992,000
267,100,000
1,452,259,000
779,311,000
134,114,000
13,832,000,000

1998

%change total %change

from 1997 net income from 1997

5.7% 5,807,000,000 -13.4%
21 326,449,000 42.3
5.7 5,807,000,000 -13.4
8.8 3,766,000,000 13.0
7.0 1,292,000,000 19.0
24.3 509,800,000 -45.4
14.8 764,000,000  41.0
31 3,294,000,000 6.1
18.6 560,151,000  11.4
51 587,663,000 -13.2
11.6 1,015,000,000 -23.8
-47 707,000,000 8.1
6.5 132,964,000 22.8
12 165,200,000 6.6
5.4 1,343,000,000 8.7
106 323,700,000 8.6
5.8 241,567,000 -19.3
42.9 266,300,000 1.8
-0.77 28,239,000 6.4
24.8 63.632,000 30.4
13.0 58,760,000 -41.0
0.01 282,000,000 -70.8
37.0 351,900,000 -18.2
-5.3 89,348,000 -90.4
9.9 72,278,000  45.3
7-9 102,800,000 -11.2
-1.6 51,806,000 -46.6
13.9 11,364,000 -66.9
25.1 57,293,000 13.6
34.4 150,042,000 -2.6
4.1 62,700,000 29.3
1.03 84,927,000 -38.9
7.6 63,413,000 17.3
32.6 5,870,000 -55.0
32.6 2,830,000,000 48.9
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Continued from precious page
organizations," he noted.

Citigroup Inc. of New York saw
1998 re.€nues increase to $76.4
billion, uy 5 7% from $72.3 billion
in 1997. Net income. however, de-
clined by 12.4% to $5.8 billion in
1998, doim from $6.7 billion in the
prior year.

With : salary of $2,150,000 and
a bonus of $6,30C,000, Saul P.
Steinberg, 59, of Reliance Group
Holdings Inc. is the second-high-
est-paid CEO among reinsurers
and insurers. His $6,450,000 1993
total cash compensation is up
59.49%96 from 1997's figure of
$5,300,0CO.

Mr. Steinberg bereficially owns
34,555,883 shares. At an Aug. 2 3
value O1 55.00 per share, Mr.
Steinber:'s holdings had a market
value of S172,779,415.00.

In 1998, Reliance saw total rev-
enues slide by 2.1% to $3.37 bil-
lion frcm $3.44 billion in 1997.
Company net income, however,
soared 50 $326.4 million from
$229.4 miillion in 1997-an in-

1199

cre:se of 42.3%b6. This increase was
due to the sale of the company's ti-

tle insurance operations, accord-
kg to Reliance's annual report.

of Aug. 20, is $1,507,516,734.38, or

$94 81 per share.
New York-based AIG's total

revenues increased 8.8% to $33.29

'"The chief executive officers today make
the majority of their compensation over
the appreciation of the stock and the
stock price,' says Brooks Chamberlin.

Although he saw his salary and
bonus grow 29% in 1998, Maurice
R. Greenberg, chairman and CEO
of American International G.iup
Inc.: was bumped to the fourth-
highest-paid CEO pcsition in the
Bl 1998 ranking after holding the
third position in the prior year.
Mr. Greenberg, 73, earned cash
compensation totaling {16.0 rnillion
in 1998, up frcm $4.65 million in
199,.

The market value cf Mr. Green-
berg's 15,900,398 beneficially
owned company shares of stock, as

billion in 1998 from $30.60 billion
in 1997. Company net income
grew to almost $3.77 billion in
1998, up 13% from $3.32 billion in
the previous year. Calling 1998 a
"very challenging year"” in the
AIG annual report letter to share-
holders, the company states that it
endured and prospered through
both global economic crisis and
the soft property/casualty market.

On the opposite end of the com-
pensation spectrum, the CEOs of
Berkshire Hathaway Inc., Mead-
owbrook Insurance Group and
Harleysville Group Inc. are among

the lowest earners of total cash

compensation among insurer and
reinsurer CEOs.

' Despite receiving just $100,000

Mergers

Continued from page 2

a lot of us it gives us the opportu-

nisy to look for new vendors."
Speaking as part of a panel ex-

amining the impact of insurance

industry mergers earlier this

in combined salary and bonus for
several consecutive years, Warren
E. Buffett's stock holdings are
tremendous. At $63,500 per share
on Aug. 20, Mr. Buffett's 474,998
shares are worth a whopping
$30,162,373,000. He owns 35.6%
of the stock in the company.

"The chief executive officers to-
day make the majority of their
compensation over the apprecia-

tion of the stock and the stock

price,"” Korn/Ferry's Mr. Cham-
berlin noted.

In addition to Mr. Buffett, chief
executive officers that own more
than 5% of company stock of the
34 companies studied are: Merton
J. Segal of Meadowbrook Insur-
ance Group Inc., 35.7%; Reliance's
Mr. Steinberg, 31.0%; AIG's Mr.
Greenberg, 24.4%; William R.
Berkley of W.R, Berkley Corp,
15.0%; James A. Mcintyre of Fre-
mont General Corp., 12.0%0;
Stephen L, Way of HCC Insurance
Holdings Inc., 9.6 % ; and Gerald
D. Stephens of RLI Corp, 8.3%.

Fremont General Corp. experi-
enced a two-for-one stock split on
Dec. 10,1998.

There have been several changes
at the helm of many of the sur-
veyed reinsurers and insurers. In
addition to Lincoln Financial
Group, which appointed Mr.
Boscia, four other companies ex-

to search those people out," the
risk manager said.

"Don't get yourself thinking
that there's only two brokers out

"You don't want an

underwriter who's

month at the Vermont Captive In- unfamiliar with your

surance Assn.'s annual conference
in Burlington, Vt., Ms. Small said
one real benefit of broker consoli-
dation for her company is that
Bell Atlantic now is talking di-
rectly to some insurers it would
not have approached directly in
the past.

"Also, there's a lot of smaller
brokers out there who do a good
job, and I think this is a good time

The Avandel Catastrophic Care Program

account writing the
business,' says Mark Boil.

there,"” said another panelist,
Henry L. Good, director of insur-
ance at Rohm & Haas Co. in
Philadelphia.

"The issue here isn't bigness, it's

Transplants. Neonates. Burns. Injuries. Cardiology. Oncology.

The Answer is the Avandel Catastrophic Care Program.

With Avandel's comprehensive Event Rates, you can save 20% over

historical medical costs with no outlie, obligations or fees. This means

you can achieve more stable financial results and decrease your

medical loss ratio.

And Avandel's specialized disease managers are committed to

effectively managing catastrophic patients by utilizing optimal clinical

guidelines. This commitment means healthier patients and lower

long term costs.

Catastrophic care can be controlled and managed. For lower medical

costs and higher quality patient care, the answer is Avandel. Call us

today at 888/478-6300 or access our Web site at www.avandel.com.

perienced a change in leadership.

Jay S. Fishman, 46, was named
CEO and president of Hartford,
Conn.-based Travelers Property
Casualty Corp. on Oct. 8, 1998,
succeeding Robert I. Lipp.

Edward M. Liddy, 53, was
named to the position of chair-
man, president and CEO of All-
state Corp. of Northbrook, Ill., in
1998 following the announcement
that Chairman and CEO Jerry D.
Choate would be retiring. Mr. Lid-
dy did not take over until Jan. 1.

Also announced in 1998 was the
retirement of Dennis Chookaszian,
CNA Financial Corp.'s chairman
and CEO. Mr. Chookaszian, who
retired from the Chicago-based in-
surer effective Feb. 9, was sue-
ceeded by Bernard L. Henges-
baugh.

And in 1998, Robert B. Morgan,
president and CEO of Cincinnati
Financial Corp., announced his
April 1 retirement. John J. Schiff
Jr., 55, former president and chief
operating officer, succeeded him.

Watson Wyatt's Mr. Sillery sees
more transformation on the hori-
zon for insurers and reinsurers. In
the "foreseeable future, the main
constant for the industry is going
to be change.”

Elizabeth Lindsey contributed
to this report.

value,” Mr. Good said.

"l really truly believe there are
a lot of channels of information
out there," added Ms. Small. "It's
not just the two big brokers."

Although the mergers do pre-
sent new opportunities, they bring
both positives and negatives, the
panelists said.

Ms. Small noted that in her bro-
ker relationships, there sometimes
were "weak links"” in the form of
coverage areas or particular expo-
sures where some brokers were
stronger than others.

"l think that we all agree that
when some of the companies
merged there were enhanced ca-
pabilities," Ms. Small said.

"In the mergers of some of the
brokers, some of my weak links
were really strengthened,” she
said.

On the negative side, "There
was some disruption of team
members,” Ms. Small said. "An-
other nuisance element was peo-
ple changing addresses and phone
numbers.”

Consolidation among insurance
companies raises its own group of
Issues.

While saying the merger phe-
nomenon hasn't had a great im-
pact on his company so far, Mark
M. Boll, director of risk manage-
ment at Apogee Enterprises Inc.

in Minneapolis, agreed that they
have their downsides.

“"One of the liabilities associat-
ed with a merger is a loss of a re-
lationship,” Mr. Boll told the au-
dience. "Many of you are very
complex companies, and you've
spent years grooming your under-
writers to understand your risk.
AnNd if that underwriter is consol-
idated out, that's going to cost you
money."

At Apogee, "We were fortunate
that our underwriter survived a
merger,” the risk manager said.

"Relationships are critical,” Mr.
Boll said, adding, "You don't
want an underwriter who's unfa-
miliar with your account writing
the business.™

Relying on an underwriter unfa-
miliar with the customer compa-
ny's business could result in gaps
in coverage or misunderstandings
when claims are made, he said.

Mr. Good told the audience that
in evaluating options in the cur-

See Mergers on page 44
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Risks

Continued from page 44
minimize the volatility of retained
losses and the potential for future
surprises, can result in diversifi-
cation of the company's risk port-
folio and could form the founda-
tion of a captive program, he re-
marked.

According to Ms. Helbling, the

objectives of risk landscaping in-
clude:

* Articulating the company's
risk appetite in a framework that

can be applied across all its oper-
ations.

- Developing a catalog of criti-
cal risks to the company and en-
suring that appropriate processes
are in place to manage them.

« Developing a dynamic finan-
cial model of the firm that incor-
porates all major risks that affect
earnings.

For nominating
forms and instructions,

call 312-649-5319
or e-mail:

ktucker@crain.com

In terms of the process itself, the
five steps to risk landscaping are
measurement, classification, iden-
tification, assessment and analy-
sis. she said.

Among the initial aspects of risk
landscaping are obtaining exter-
nal advice, discussing severity pa-
rameters, profiling possible caus-
es of losses and creating "risk bas-
kets," said Mr. Falloon.

In this latter step, it's important
no: to be confused with what the
insurance markets will assume to
be the risks before the company,
Mr. Falloon said. "There are many
things that can bring a business
down that need to be looked at,"”
he said.

One example of such a "basket"
could include such risks as finan-
cial, political/social, organiza-
tional, customer, employee, prod-
uc., operation, physical and the
"Great Unknown," Mr. Falloon
said.

Using an outside consultant in
this process can be useful, accord-
ing to Ms. Helbling, in breaking
down barriers to the process with-
in the company and in providing
an objective view of the risks be-

'There are many things

that can bring a
business down that

need to be looked at,’

says Mark Falloon.

fore the company.

"The consultant must be able to
see all sides of the process,”
agreed Mike Lusk, a senior vp at
IRMG in Iselin, N.J. "Sometimes

the corporation doesn't want to
hear that it has all this risk.”

The first thing the consultant

for Nominations

Risk Manager of the Year
Risk Management Honor Roll

Nominations for the 2000 Business /nsurance

Risk Manager of the Year and Risk Management
Honor Roll are now being accepted.

The Risk Manager of the Year Award was

created in 1977 by Business /nsurance to increase

recognition of the risk management profession
and to recognize outstanding performance in the

practice of risk management.

Anyone involved in risk management ,

for a corporation, not-for-profit institution

or government entity can be nominated.

The nominations will be iudged by a panel
of professionals representing all aspects of risk

management and the commercial insurance

industry.

The honorees will be announced in the

May 1,2000 issue of Business /nsurance which
will be distributed at the Risk & Insurance

Management Society Inc. Conference.

Business
InNsurance®

www.businessinsurance.com

email: Nnfo@usarnco.c-6-Mm

has to do is make sure the corpo-
ration understands its real cost of
risk, Mr. Lusk said.

And, in assessing a company's
risk tolerance, he noted the criti-
cal issues are emotional factors-
"the point at which the risk man-
ager or the CFO can sleep at
night,"” financial considerations as
to how much risk the company ac-
tually can absorb, and the capital

markets' views, according to Mr.
Lusk.

“You don't want to absorb so
much risk that if you have a loss
the capital market is going to
downgrade your stock," Mr. Lusk
said.

The consultant also can play a
key role in making the case to the
insurance and reinsurance mar-
kets to whom the company hopes
to transfer the baskets of risk it
has identified.

For all its benefits, Ms. Helbling
noted that it is possible to go too

far with the risk landscaping pro-

For example, it's important "to
understand when it makes sense
to hedge a risk and avoid over-
hedging,"” Ms. Helbling said.

It's also important to remember
that when risks are identified,
there might be disclosure issues
involved. The question then be-
comes, ""can you handle the
truth?"” she said.

"If you identify it, you have to
disclose it,” Mr. Lusk said. "You
have to identify what you really
want to know."

It's also important to avoid
"analysis paralysis,"” he empha-
sized.

"You're never going to get to
100%b," Mr. Lusk said. "You have
to decide you're not going to get
into this analysis paralysis where
you just crunch numbers and
crunch numbers and crunch num-
bers." ial

Third-party risks

can add value

to captive: Panel

By RODD ZOLKOS

BURLINGTON, Vt.-Writing
controlled third-party business
through a captive can increase
the captive's efficiency while
also providing additional bene-
fits for the captive parent, say
experts who've worked with
such programs.

Michelle M.
Scott, assis-
tant vp of risk
management
at Service
Merchandise
CcoO. Inc.
Brentwood,
Tenn., noted
that third-
party business can create addi-
tional profit opportunities for a
company, converting the risk
management department from
a cost center to a profit center.

And because of the portfolio
effect, increasing the diversity
of business in the captive can
bring with it the ability to bet-
ter predict overall losses, Ms.
Scott said.

By writing a more diverse
portfolio of risks, the captive
parent can take advantage of
the probability that while some
individual losses might be high-
er or lower than predicted, the
captive's overall performance
will more closely track projec-
tions.

Also, in the United States, a
further benefit is the possibility
of improving the parent compa-
ny's tax position, she added.

Those pluses must be weighed
against potential negatives,
though, according to Ms. Scott.

For one thing, accepting
third-party business can in-
crease the captive's capital re-
quirements.

"Sometimes it's the financial
constraints,”" she said. "How
much business you're running
through your captive relates to
how much cash you need to
capitalize your captive."

"Also, when you start run-
ning third-party business
through your captive, some-
times you can get out of your

core competency,” Ms. Scott
continued.

Vermontdii.l.

in CAPTIVE INSURANCE

ASScoOcCI ATICON

The risk appetite of the com-
pany can be a deterrent to writ-
ing third-party business
through the captive. "Some-
times your company may be
very conservative and they just
might have a risk aversion
problem," she said.

Potential sources of third-
party business could include

personal lines
coverages for
employees; ex-
tended war-
ranty, credit
life/disability
or travel acci-
dent coverage
for custorners;
or property
and casualty coverages for sup-
pliers or vendors.

In addition to the possibility
of generating profits, third-
party business can allow the
captive's parent company to
provide value-added benefits to
its business partners, said An-
thony Rodolakis, vp-risk man-
agement at Starwood Hotels &
Resorts Worldwide Inc. in

Phoenix.

"We are encouraged by our
organization to be as creative
as we can to serve our cus-
tomers and find ways to make
profits for the company,” Mr.
Rodolakis said.

To that end, Starwood has
been using its Vermont-domi-
ciled Westel Insurance Co. cap-
tive to write controlled third-
party workers compensation
and general liability coverages.

Current participants in the
third-party programs written
through Starwood's captive in-
clude third-party Starwood ho-
tel owners and joint-venture
partners.

Future participants could in-
clude franchisees, suppliers,
competitors or employees, Mr.
Rodolakis said. "If you're not a

participant, you're a prospect,”
he said.

Racine, Wis.-based Case

Corp. and its Case Credit Corp.
subsidiary have taken a similar

approach, using the company's
Bermuda-domiciled Eagle

Global Insurance Co. Ltd. as a

See Third party on page 48
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Continued from page 46

way to provide added value to Case
dealers, according t:o Tom Fitzger-
ald, director of the strategic ac-
count management practice of Aon
Insurance Managers in Chicago.

Case Credit seeks to be the sole fi-
nancial service provider for Case's
dealers and customers, and Case
Credit Insurance Agency provides
insurance products that fit into that
strategy, Mr. Fitzgerald said.

As part of that effort, an obvious
product to provide was dealer
package insurance, Mr. Fitzgerald
noted, and the captive began under-
writing that coverage in April 1998.

Case Credit outsources operation
of its insurance agency to Mr.
Fitzgerald and his team, who are
responsible for program develop-
ment and delivery.

"The dealers look to us to provide
them value,” Mr. Fitzgerald said.
"And we sure offer them alterna-
tives.”

For all their potential benefits,
Mr. Rodolakis suggested there are

Another issue is the conflict be-
tween making a profit and provid-
ing a value-added service to partic-

ipants, the Starwood risk manager
said.

“"We're a little concerned that

‘We're a little concerned that we're pricing
ourselves out of the business. What it really
comes down to is we have big-time conflicting
objectives,' says Anthony Rodolakis.

several issues for captive owners to
contend with in writing third-party
business, including dealing with
management's profit expectations.
"I find that | spend a lot of my
time managing expectations of the
organization,-he said.
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we're pricing ourselves out of the
business," he said. "What it really
comes down to is we have big-time
conflicting objectives."

In determining whether to write
controlled third-party business
through a captive, research is criti-
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cal, according to Ms. Scott.

A company needs to identify pos-
sible sources of third-party busi-
ness that make sense, she said. Dur-
ing this process, the risk manager
should invite input from others in
the company who might be affected
by the move, such as human re-
sources, sales or vendor relations.

The company also must deter-
mine whether there are any com-
mitments to other business partners
that might present contractual con-
straints to any third-party business
plan.

The next step, Ms. Scott said, is to
conduct a thorough analysis of the
loss history of all third-party busi-
ness being considered.

More than

BURLINGTON,
14th annual conference of the

Vt-T he

Vermont Captive Insurance
Assn. drew 807 attendees to
Burlington, Vt.,Aug. 17-20.

Those attending this year's
gathering came
from 38 states
and eight coun-
tries and in-
cluded 140 first-
time attendees.

The confer-
ence included
the presentation of two annu-
al awards.

The VCIA's Captive Crusad-
er Award, awarded by the
VCIA staff for exceptional ser-
vice to the association, was
presented to Richard Mc-
Carthy, director of research at

Vermont<ss*

CAPTIVE INSURANCE

ASScocIAaATICON

“You want to understand where
the losses come from in this third-
party business; what, if anything,
you can do to affect them,” Ms.
Scott said.

The company also must deter-
mine what impact the third-party
business might have on its current
obligations.

But exploring new business op-
portunities, both third-party and
otherwise, will lead to the most ef-
fective use of a captive, Ms. Scott
said, and she suggested risk man-
agers should challenge their bro-
kers or captive management com-

panies to present new business
ideas.

800 attend

the American Land Trust
Assn., parent of Title Industry
Assurance Co.-RRG.

And the VCIA's Industry
Service Award, honoring con-
tributions to the Vermont cap-

tive industry,
was presented
' .

- G'. to Richard C.
Heydinger, di-
rector of risk
management
services at
City,
Mo.-based Hallmark Cards

Kansas

Inc., parent of HC Insurance
co.

The VCliA's 15th annual
conference is scheduled for
Aug. 8-11,2000, in Burlington.
For more information, contact
the VCIA at 802-658-8242.

New Advanced

Global Designation

Fellow in Risk Management

RIMS is proud to announce the creation of
a new advanced risk management designa-
tion, Fellow in Risk Management (FRM).

Risk management professionals can
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finance, information systems and

specialties in risk management.

e Study in a live classroom environment, or
benefit from online or video conference
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» Capstone Preparation Course available,

« First Capstone Exam in December 1999.

Contact GRMI, Global Risk Management
Institute (c/o RIMS) today to receive

additional information on the Fellow in

Risk Management designation.
Call 1-800-711-0317 extension 277 or

visit ourWeb site at www. rims.org.

*Options available at certain institutions.

Please contact GRMI for a list of these institut»ions.
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SEPTEMBER

SEPT. 13-14. Casualty Loss Reserve
seminar in Scottsdale, Ariz., sponsored by
the Casualty Actuarial Society; $550 for
members and students and $650 for non-
members. Casualty Actuarial Society,
1100 N. Glebe Road, Suite 600, Arlington,
Va. 22201; 703-276-3100.

SEPT. 13-17. Fundamentals of Global
Benefits Management conference in San
Francisco, sponsored by the International
Foundation of Employee Benefit Plans;
$1,475 for members and $1,725 for non-
members. IFEBP, 18700 W. Bluemound
Road, P.O. Box 69, Bmokfield, Wis. 53008-
0069;414-786-6700.

SEPT. 16. Emerging Business Insurance
Issues for the New Millennium-Y2K semi-
nar in Rosemont, Ill., sponsored by Lor-
man Education Services; $199. Lorman
Education Services, P.O. Box 509, Eau
Clair, Wis. 54702-0509; 715-833-3959.

SEPT. 16-18. Assn. for Worksite Health
Promotion International Conference in
Nashville, Tenn., sponsored by AWHP and
other industly leaders; $420 for members
and $570 for non-members. AWHP 1999
Annual International Conference, 60 Re-
vere Drive, Suite 500, Northbrook, Ill.
60062; 847-480-9574.

SEPT. 19-21. Houston Marine Insur-
ance Seminar in Houston, sponsored by
Marine Insurance Seminars Inc; $300.
Houston Marine Insurance Seminar, c/o
Michael K. Bell; Bell, Ryniker & Le-
tourneau P.C., 5 Post Oak Park, 4400 Post
Oak Parkway, Suite 1300, Houston, Texas
77027,713-430-6124.

SEPT. 19-22. National African Ameri-
can Insurance Assn. annual conference in
New Orleans, sponsored by the NAAIA;
$185 for members and $195 for non-mem-
bens. NAAIA, 4010 Executive Park, Suite

406, Cincinnati, Ohio 45241; 513-733-
8732.

SEPT. 19-22. National Assn. of Mutual
Insurance Companies annual convention
in San Antonio, sponsored by NAMIC;
$380 for members, $500 for non-members.
NAMIC, Judi Sanders, P.O. Box 68700, In-
dianapolis, Ind. 46268; 317-875-5250.

SEPT. 21-24. Mergers and Acquisitions
in the Insurance and Financial Services
Industry conference in Southampton,
Bermuda, sponsored by Strategic Re-
search Institute; $1595. Strategic Research
Institute, 333 Seventh Ave., Ninth Floor,
New York, N.Y. 10001-5004; 800-599-
4950.

SEPT. 22-24. National Assn. of Dental
Plans annual conference in Palm Springs,
Calif., sponsored by NADP; $1,600 for
membens and $1,850 for non-members.
Amy B. Shaw, NADP, 5001 LBJ Freeway,
Suite 375, Dallas, Texas 75244-6160; 972-
458-6998, ext. 106.

SEPT. 22-23. National Employee Bene-
fits Institute Foundation Fall Legislative
Conference in Washington, sponsored by
NEBI. Fme for members and $450 for non-
membens. NEBI, 1350 Connecticut Ave.

N.W., Suite 600, Washington 20036; 888-
822-1344

SEPT. 23-24. Environmental Liability
Management conference in Dallas, spon-
sored by The Institute for International
Research; $1,395 for main conference only.
IR, P.O. Box 102914, Atlanta, Ga. 30368-
2914; 888-670-8200.

SEPT. 27-OCT. 1. Independent Insur-
ance Agents of America Annual Conven-
tion and Trade Show in Las Vegas, spon-
sored by nAA; $469 formembers and $545
for non-membem. MAA, 127 S. Peyton St,
Alexandria, Va. 22314; 800-221-7917.

OCTOBER

OCT. 2-6. National Assn. of Insurance
Commissioners Fall National Conference

in Atlanta, sponsored by the NAIC; $425.
NAIC Meetings Department, P.O. Box 87-

5410, Kansas City, Mo. 64187-0335; 816-
889-4400

OCT. 3-5. 1999 Managed Care Institute in
Palm Beach Gardens, Fla., sponsored by
the Healthcare Financial Management
Assn.; $795 formembensand $895 fornon-
members. HFMA, Terry Arya, 2 West-
brook Corporate Center, Suite 700,

Westchester, Ill. 60154; 800-252-4362, ext.
362.

OCT. 3-6. American Society for Health-
care Risk Management annual conference
in Chicago, sponsored by ASHRM; $475
for members and $575 for non-membens.
American Society for Healthcare Risk
Management, 1 N. Franklin St. Chicago,
m. 60606,312-422-3980.

OCT. 3-6. International Society of Certi-
fied Employee Benefit Specialists Sympo-
sium in Orlando, Fla., sponsored by IS-
CEBS; $650 for membens and $750 for
non-members. Edye Biwer, ISCEBS, P.O.
Box 209, Brookfield, Wis. 53008-0209;
414-786-8771

OCT. 12-16. Self-Insurance Institute of
America Inc. National Educational Con-
ference and Expo in Washington, spon-
sored by SLIA; $795 for members and
$1,195 for non-members. P.O. Box 15466,
Santa Ana, Calif. 92735; 800-851-7789.

OCT. 14-15. Critical lliness Insurance
Products and Services seminar in Las Ve-
gas, sponsored by the Mass Marketing In-
surance Institute; $295 for members and
$390 for non-members. Mass Marketing
Insurance Institute, 2841 Ma.n, Kansas
City, Mo. 64108; 816-221-7575.

OCT. 17-19. Chartered Property & Casu-
alty Underwriters Annual Meeting and
seminars in Boston, sponsored by the
CPCU Society; $425 for members and
$475 for non-members. CPCU Society,
P.O. Box 3009, Malvern, Pa. 19355-0709,
800-932-2728, ext. 2769.

OCTOBER 18-20,1999

OCT. 18-19. Risk Management and Em-
ployee Benefits Conference and Exhibi-
tion in Chicago, sponsored by the Chicago
and Wisconsin Chapters of the Risk and
Insurance Management Society Inc. $275.
REBEX '99,60 Revere Drive, Suite 500,
Northbrook, Ill. 60062; 847-480-9712.

OCT. 18-20. Business Insurance Seventh
Annual Workers Compensation and Dis-
ability Management Conference in Marina
del Rey, Calif., sponsored by Business In-
surance in conjunction with International
Business Forum; $695 for risk managers,
$995 for all others. International Business
Forum, 100 Menick Road, Suite 500, West

Building, Rockville Centre, N.Y. 11570;
516-594-3000

OCT. 19-20. PricewaterhouseCoopers An-
nual Executive Conference for the Life In-
surance Industry in New York, sponsored
by PricewaterhouseCoopers; $1295; 704-
541-2800.

OCT. 20-22. Offshore Life and Annuities
Forum in Nassau, Bahamas, sponsored by
International Business Communications;
$1,599. IBC USA Conferences Inc., 225
Turnpike Road, Southborough, Mass.
01772-1749; 508481-6400.

OCT. 21-22. Florida Reinsurance Forum in
Orlando, Fla., sponsored by Reinsurance
Dimetions Inc, $795. Paul Walther, Rein-
surance Directions Inc., 120 International

Parkway, Suite 220, Heathrow, Fla. 32746;
407-333-1600.

OCT. 27-29. Annual National Disability
Management Conference & Exhibition in
Washington, sponsored by UNUM Life In-
surance Co. of America; $1,025 for mem-
bers and $1,145 for non-members. Ann
Makowski, Washington Business Group
on Health, 777 N. Capitol St. N.E., Suite
800, Washington 20002; 202-408-9320.

OCT. 29-NOV. 3. Annual Employee Bene-
fits Conference in Orlando, Fla., sponsored
by the International Foundation of Em-
ployee Benefit Plans; $750. IFEBP, 18700

W. Bluemound Road, P.O. Box 69, Brook-
field, Wis. 53008-0069; 414--786-6700.

OCT. 31-NOV. 3. National Assn. of Inde-
pendent Insurers annual meeting in San
Diego, sponsored by the NAII. $400 for
membens and $500 for non-members.
NAIL P.O. Box 78070, Milwaukee, Wis.
53278-0070; 847-550-9353.

NOVEMBER

NOV. 4-5. Health Technology Assessment
Information Conference in
Philadelphia, sponsored by ECRI. $295 for
membens and $595 for non-members.
Michele Patterson, ECRI, 5200 Butler
Pike, Plymouth Meeting, Pa. 19462-1298;
610-825-6000, ext. 5519.

Service

NOV. 10-12. Professional Liability Under-
writing Society annual conference in New
York, sponsored by PLUS. $720 for mem-
bet:s and $900 for non-membens. PLUS of-
fice, 4248 Park Glen Road, Minneapolis,
Minn. 55416,800-845-0778.

NOV. 14-17. Ninth World Captive and Al-
ternative Risk Financing Forum in Miami,
sponsored by Business Insurance, Skan-
dia/Sinser and Tillinghast-Towers Perrin;
$975 for risk managem, $1,250 for all oth-
ens. Tina Gassrnan, World Captive Forum,
4248 Park Glen Road, Minneapolis, Minn.
55416; 612-928-4659.

The Datebook is compiled from no-
tices sent to Business Insurance. No-
tices should be sent at least eight
weeks in advance to Datebook, Busi-
ness Insurance, 740 N. Rush St.,
Chicago, Ill. 60611-2590. Please in-
clude the cost, if any, to attend the
meeting and information on registra-
tion for interested readers. Business
Insurance reserves the right to select
meetings Of most interest to its readers
and cannot guarantee that notices will
be printed. Datebook listings also are
available on the World Wide Web at
http://www. businessinsuranee. com.

-— - Thbhe RiIitz-Carlton Marina del Rey, California
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WORKERS COMPENSATION
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DISABILITY MANAGEMENT

rr CONFERENCE
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AUDIENCE PROFILE:

Risk managers, loss prevention and safety managers,
benefit managers, workers compensation and disability managers.
along with representatives from state and local governments..

plus insurers, brokers, consultants, and representatives
from HMOs and PPOs.

PRESENTED IN CONJUNCTION WITH 7IBF eInternational Business Forum

ADDRESSING THE LATEST DEVELOPMENTS IN
WORKERS COMPENSATION AND DISABILITY MANAGEMENT PROGRAMS

Keynote: HOW DISNEY DOES IT-IT'S ALL ABOUT DEALING WITH PEOPLE"

Stcohen M. Wilder. Vice President. Risk Maliaeement. The Walt Disner Comnanv

INDUSTRY EXPERTS TO ADDRESS:

0 How to Measure Performance of Employer Programs

0 Employer Successes in Reducing Workers Compensation Costs
0 Returning Injured Workers to Meaningful Jobs

0 Ergonomics: Effective Workplace Programs
0 High-Tech Solutions to Workers Compensation Problems

PRE-CONFERENCE GOLF OUTING:

Monday, October 18th
Malibu Country Ctub - The Golf Outing is offered
at no cost to paid conference attendees. Availability
is limited and will be confirmed on a first-come,

first-serve basis.

PN N AN AN AN S A

Please register me to attend the The Seventh Annual Business Insurance Workers Compensation and
Disability Management Conference October 18-20, 1999.

0 | am a service provider - $995 0 | am a risk, employee benefit or safety manager - $695.

Name:
Title:
Company:
Address:
City:
E-Mail:

Telephone No.: c)

State:

Fax No:(

'OILBE-

0 Please invoice me.

0 Combating Fraud

0 NIOSH Advice on Easing the Impact of Job Stress
and Shiftwork Schedules

0 Changes on the Horizon Including Integrated
Disability Management

EMPLOYERS PRIVATE ROUNDTABLE:

Monday, October 18th

U AAA U A\

Emptoyers Only - This roundtable session provides
an opportunity for participants to share,information
about their experiences and programs.

S _ e

Please photocopy for additional registrants.
Send registration form (or a photocopy) and payment to:

IBF = International Business Forum

Email: CathyF@ibforum.com

100 Merrick Road. Suite 500, West Bldg. » Rockville Centre. NY 11570
Telephone: (516) 594-3000 - Fax: (516) 594-5979

0 Check enclosed (Please make check payable to International Business Forum and write WC99 on the check.)
PLEASE CHARGE TO: 0 Amencan Express 0 MasterCard/Visa

Cardholder name:

card No.
Zip:
Signature:

Exp. Date:

El Please forward information about table-top ahibits. Contact Julic Tarsiat IBF (516) 594-3000 ext. 14 ¢ Email: JulicT@ibfonimcom
O Picase forwmlinformation onsponsorship opportunities. Contart Craig Simak at IBF (516) 594-3000 cxt. 17 « Email: CraigS@ibforum.com
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Supporting Bl readers with sound, reliable coverage.

In order to stand the test of time and withstand the ele-
ments, most high rises are supported by a framework of
columns and beams. Similarly, today’s businesses stand
up to adverse conditions with the support of reinsurance

... and Business Insurance to keep them in the clear.

In fact, nearly 146,000 commercial insurance and
reinsurance executives, risk managers, financial and
administrative executives, brokers and intermediaries,
along with other influentials consider BI their bedrock
for news and information on the commercial insurance

and reinsurance markets.

So as your best customers and prospects look for ways
to buttress their companies against the stress of risks,
they’ll rely on BP’s series of reinsurance spotlight reports

to help them engineer sound plans for the future.

If your products and services can provide these execu-
tives and their companies with greater stability, place
your sales message where it will have the most bearing.

Reserve your advertising space in BI today.

“Includes pass-along readership

REINSURANCE: International Markets
Directory: Leading Reinsurers Worldwide
Distribution: Monte Carlo Rendez-Vous
Issue Date: August 30 * Closed: August 18

REINSURANCE: Rendez-Vous Report
Distribution: Canadian RIMS; Houston Marine; NAMIC
Issue Date: September 20 * Closing: September 8

REINSURANCE: Trends & Issues
Directory: Reinsurance Brokers
Distribution: NAIT
Issue Date: November 1 ¢ Closing: October 20

Business
Insurance

www.businessinsurance. COHl

New York: 212-210-0134 = Fax: 212-210-0704
Chicago: 312-649-5276 * Fax: 312-649-7937
Los Angeles: 323-651-3710 * Fax: 323-655-8157
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Highly-rated by A.M. Best and Standard & Poor’s

o Property catastrophe and other specialty reinsurance covers
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‘\::;\ T o ; -, Strong capital base

. ey~ R ‘:. i _ Sophiéticated proprietary modeling
Exceptional customer service
Innovatlve and creative solutions
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London Underwriting Centre, Lower Ground Floor, Suite 2, 3 Minster Court, Mincing Lane, London EC3R 7DD Tel: (44) 171 617 6079 Fax: (44) 171 617 6074
Email: infe@lasre.com Web site: www.lasallere.com




Global Briefs

Aon Corp and ACE Insurance Ltd
have developed a protection and in-
demnity coverage vehicle for oil
tankers intended to rival coverage
provided by established P&l clubs
Jim Pierce, managing director of Aon
Natural Resources’' North American
operations, which co-developed the
coverage with ACE, said the plan "m-
creases pollution coverage limits
available to ship owners, improves in-
suring conditions and does so via an
extremely attractive fixed-cost plan "
ACE will underwrite the first $500
million of liability coverage for risks
emanating from tanker operations

HCC Insurance Holdings Inc. IS
buying London-based underwriting

AIG Europe (UK) Ltd

Business Insurance, August 30, 1999/ 53
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and DAVE LENCKUS killed Some 213 passengers
were injured, however, in the

incident The plane scraped a

LONDON-China Airlines wing on the runway while try-
Ltd has $80 million of hull ing to land, caught fire and
coverage and $1 5 billion of h- flipped over
ability insirance for a Fassen-

In zhe past five years, China

ger Jet destroyed in a crash Airlines has had a compara- '
landing last week at Hong tively poor safety record and, ' .+
Kong's Chek Lap Kok airport as a result, the cost of its insur-
Aon Coro in London bro- ance coverage has Increased
kered the coverage, which is considerably In 1994 and
led in the London market by 1998 1t had crashes in Japan
and Taiwan, respectively, -
While the Boeing MD-11 air- which killed a total of 466 peo-

agency Feasey Slot Management Ltd i craft was a total loss, liability ple
FSM was formed in 1998 to specialize | claims should be relatively According to an aviation The China Airlines MD-11 flipped over after landing at Hong

in accident and health reinsurance, B low, as only two of the 315 See Crash on next , g

and it currently underwrites on be-
half of HCC's subsidiaries Houston
Casualty Co , as well as a consortium
of Lloyd's of London syndicates
The Paris High Court has postponed
until Aug 31 ItS hearing into whether
London-based insurer CGU PLC
should be allowed to keep some 36
million shares it bought in French
bank Societe Generale during a re-
cent French banking merger battle
The case was brought after the Com-
mission des Operations de Bourse
filed a legal action aimed at annulling
the share purchase on the grounds It
broke stock market regulations that
forbid off-market share purchases
during a public offering CGU said it
bought the shares to protect a com-
mercial partnership it has with Soci-
ete Generale Lloyd's insurance
group SVB Holdings P.L.C. has trans-
ferred to Swiss Reinsurance Co ItS
economic interest and exposures for
the 1997 and 1998 years of account
for the spread portfolio of syndicates
held by former Lloyd's corporate
spread investor Syndicate Capital
Trust PLC SVB will keep the first
£15 million ($24 million) in profit
from the Syndicate Capital Trust par-
ticipations, though its involvement in
SVB syndicate 1007 has been exclud-
ed from the deal The announcement
comes days after Lloyd's insurance
group CLM Insurance Fund PLC re-
vealed it is in merger talks with SVB
Fortis Group, the Brussels-based
mternational financial services group,
has merged American Bankers Insur-
ance Group Inc, of Miami-which
Fortis bought earlier this month-
with American Security Group of At-
lanta The new entity is called Assur-
ant Group Fortis said the merger will
create the United States' biggest
credit-related insurer, with annual

gross premiums of more than $3 6 bil-
lion Deloitte & Touche has hired

Justin Balcombe to work in its bum-

ness insurance consulting service in

London Mr Balcombe was previous- :

ly with Marsh Insurance Brokers,
where he provided risk management
solutions to the utility industry

Lloyd's insurance group Amlin P.L.C.
acquired £11 | million($17 6 million)
of capacity on its managed syndicates
at Lloyd's latest auctions This takes
Amlin's capacity acquired so far in
1999 to £56 6 million ($8 9 million),
and the group indicated it Intends to
purchase more capacity in this year's
remaining four auctions Willis
Corroon Group Ltd has published a
guide to jurisdictions and legislation
affecting directors and officers in
over 20 countries The guide, "Direc-
tors' and Officers' Liability-A
Worldwide Perspective," IS available
for £200 ($317) from Oliver Brew,
Global & Executive Risks Practice,

Willis Corroon, 1 Camomile St, Lon-
don EC3A 7LA

Cruise, cargo ships
collide in Channel

By EDWIN UNSWORTH to comment further About
11% is placed in the London
LONDON-International m- market, though London's ex-
vestigations are under way af- posure is likely to increase
ter the collision of a luxury through reinsurance
cruise hner and a container The Norwegian Dream also
ship-both with state-of-the- had indemnity cover with As-
art navigation equipment-in suranceforeningen Skuld, a
the English Channel in the Norwegian protection and in-
early hours of Aug 24 demnity club
Insurers are still awaiting The vessel was on the hnal
assessments of the damage leg of a 12-day Scandinavian
While the passenger ship, cruise when the collision oc-
the Norwegian Drerim, suf- curred Norwegian Cruise
fered damage to her bow, she Line has canceled the next
was able to make it to her des- cruise and has promised to re-
tination, the Port of Dover in fund those customers their
England Only 21 of the 2,400 fares and provide compensa-
passengers and crew on board tion for their lost vacations.
were hurt-all with minor in- The Ever Decent, which iS
juries registered in Panama and
But it took more than 36 owned by Taiwan-based Ever-
hours to bring under control a green Marine, one of the
fire fueled by cargo on board world's largest shipping com-
the 52,000-metric ton Ever De- pames, has hull and mac}un-
cent, which was carrying ery coverage for $52 million,
about 3,000 cargo containers placed m London Its collision
The ship's nuxed cargo includ- liability cover is with Assur-
ed paints and chermcals anceforemgen Gard, a P&l
Damage to the Norwegian mutual based in Arendal, Nor-
Dream, owned by NCL Hold- way.
ing ASA of Oslo and registered A spokesman for Gard said
m the Bahamas, was stlll being damage assessment could not
assessed last week, but was be made until the vessel had
not extensive The cruise ship's been towed to port and a thor-
hull is msured for $208 mil- ough Survey undertaken
lion Unitas Glensidig Assur- Because the incident oc-
anseforemng of Oslo, Norway, curred in mternational waters,
confirmed that it leads the the major investigations wiill
coverage but was not willing be undertaken by officials In

. >418 »

PHOTO AFP

The container ship Ever Decent burns off the coast of Eng-
land after colliding with the cruise line Norwegian Dream.

China Airlines insured for crash

Third crash in five years for airline

By EDWIN UNSWORTH passengers and crew were

A/li,Mmin,21/7 ale—-

26,

PHOTO AFP

Kong's Chek Lap Kok airport last week.

S&P affi rms
Lloyd's rating

By SARAH GODDARD dications in both that Lloyd's
faces rocky times ahead
LONDON-INn spite of in- In particular, the report af-
creasingly shaky conditions firming the market's insurer
for some Lloyd's of London strength rating acknowledges
syndicates, the market overall that Lloyd's may be more sus-
remains generally stable, ac- ceptible than its competitors
cording to rating agency Stan- to the vagaries of the insur-
dard & Poor's ance cycle, meaning that ItS
market results show greater
volatility than those of its

] competitors

L L O Y D S "Lloyd's' earnings are strong
over the course of insurance
cycles, though they are more
volatile than many other rated
S&P last week affirmed its compames," stated S&P "Post
A+ insurer strength rating for (reconstruction and renewal)
the Lloyd's market collectively closed-year earnings have
In ItS Lloyd's Market rating been extremely strong, al-
publication, Just days after It though they are now declining
had issued a report warning of significantly,"” the report

a general deterioration of re- added
sults at the syndicate level S&P expects the market to
Although the two reports are show "satisfactory profitabili-
separate-and S&P is keen to ty" when it reports its 1997
emphasize that-there are m- See Lloyd's on page 56

Insured quake loss
could hit $2 billion

Lloyd's agency offe rs estimate

By MARIA KIELMAS Willis placed the $12 bil-
lion property insurance pro-
Insured losses from the gram for the refinery, which
earthquake in Turkey earlier IS believed to be the largest
this month could total $2 bil- commercial loss from the
lion and may be significantly quake (BI, Aug 23)
greater, according to esti- According to a Willis
mates by Wellington Under- spokesman, the extent of the
writing PLC damage at the refinery will
Wellington, an underwrit- not be known until the bro-
ing agency at Lloyd's of Lon- ker's loss adjuster reports He
don, based its loss estimate on said one of the chimneys on
assumptions of property the crude unit at the refinery
catastrophe reinsurance cov- had collapsed and damaged a
erage, proportional reinsur- furnace There has also been
ance treaties and direct insur- some damage to naphtha
ance both within and outside tanks Production is suspend-
Turkey, according to under- ed at the refinery, though
writer Terry Taylor Willis did not say iff Tupras is
Total damage to the Tupras insured for business interrup-
011 refinery in Izmit, the tion losses as part of its cover-
largest single economic loss in age
the vicinity of the earthquake, Munich Reinsurance Co,
has been estimated at $200 the largest reinsurer of Turk-
million, according to London ish risks, did not participate
brokerage Willis Corroon m the facultative reinsurance
Group Ltd See Quake on next page
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Continued from previous page
market sburce, on the renewal
of its fleet coverage in October
1998, China Airlines paid a total
premium of more than $49.5 mil-
lion for hull and liability coverage,
52% more than the near $32.5 mil-
lion it paid a year earlier. The in-
cre:se resulted from a 50%%6 liabili-
ty rate increase and a 35%b hull
rate increase. The hull premium
increase was driven in part by a
2196 rise in the airline’'s fleet val-
ue.

The airline is not a member of

the International Air Transport
Assn. and so, for liability purpos-
es, is likely to be bound by the
Warsaw Convention. The conven-
tion limits an airline’'s liability on
international flights to between
$10,000 and $145,000 per passen-
ger, depending on the region, un-
less willful misconduct can be
proved.

The global regime for aviation
liability claims has been changing
markedly over the past few years
in favor of passengers.

The change was led by a number
of IATA members who were signa-

tories to the 1997 Intercarrier

Agreement, under which they in-

INTERNATIONAL

creased their liability from War-
saw Convention levels to 100,000
Special Drawing Rights
($136,330). An SDR is a instru-
ment that consists of a basket of

currencies.

In May, the International Civil
Aviation Organization launched
the 1999 Montreal Convention,
which will impose strict liability
of 100,000 SDRs on airlines for
passengers' deaths and injuries
and will allow passengers and
their families to sue international
airlines in passengers' local courts
(BI, June 7).

However, the convention is not

expected to come into force for at

COVERING THE GLOBE

SINCE 1915

COPENHAGEN RE GROUP

"A" rated by A.M.Best and Standard & Poor's

www.copre.com

least a year, as it must be ratified
by 30 ICAO members.

A team of U.S. aviation officials
has traveled to Hong Kong to in-
vestigate the China Airlines crash.
The plane landed in bad weather,
as Typhoon Sam lashed Hong
Kong with winds of up to 76 mph.

Wind shear, a radical change in
wind direction, is being suggested
as one of the possible causes of the
crash. Cathay Pacific Airways
Ltd. already had diverted two
flights bound for Hong Kong be-
cause of the weather conditions.

Two days after the China Air-
lines incident, another Taiwanese
plane, an MD-90 of UNI Airlines,
made an emergency landing fol-
lowing a suspected on-board fire
or explosion during a domestic
flight from Taipei to Hualien, All
90 passengers and crew were evac-
uated, though about 25 individu-
als on board were reported to have

been injured before the plane was
engulfed in flames.

The UNI plane, which was de-
stroyed by the fire, was insured for
$30 miillion, though details of

where the coverage was placed
were not available.

INnsured aviation claims in the
first six months of 1999 totalled
$590.2 million, consisting of
$485.69 million of hull claims and
$104.5 million of liability claims,
according to aviation market
sources. Overall, passenger fatali-
ties totalled 126. In 1998, hull and
liability claims were $1.66 billion,
consisting of $933.15 million of
hull claims and $739.55 million of
liability claims. However, last
year's figures were heavily affect-
ed by the Swissair crash in
September, which resulted in a
hullloss of $126.5 million and a li-
ability reserve of $548.5 miillion,
according to market sources. Illl

PHOTO: AP/WIDE WORLD

Willis Corroon estimates that the quake damaged more than 115,000
commercial and residential buildings in the earthquake zone.

Quake

Continued Dom previous page
program for the oil refinery, even
though it was offered participation
on the renewal of its coverage this
year. The risk was turned down be-
cause the construction quality of the
refinery did not meet the standards
required by Munich Re for reinsur-
ance, according to the reinsurer.
Even though Munich Re is the
largest reinsurer of Turkish business,
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the company's losses from the disas-
ter are expected to be small. Most of
the residential buildings that sus-
tained the greatest damage were not
insured, as there is little personal
lines insurance in Turkey.

Although commercial and indus-
trial buildings in the earthquake
zone were more likely to carry prop-
erty insurance, most have been con-
structed well and did not suffer ex-
tensive damage.

Munich Re expects losses to be
very low in relation to the company's
overall earthquake loss reserves. This
reserve was $1.7 billion as of year-
end 1998, the Munich Re spokesman
said.

Meanwhile, state-owned petro-
chemicals company Petkim sus-
tained damage to warehouses in the
Izmit industrial area totaling $10
million. The company is not insured
for business interruption.

Of other industrial facilities, a tire
factory in the Izmit area, owned by
Milan, Italy-based Pirelli S.p.A, suf-
fered damages of $80 miillion. The
company has business interruption
insurance for six months, Willis re-
ported.

Local food and confectionery pro-
ducer Uzay Gida, also in the Izmit in-
dustrial area, suffered damage total-
ing $60 million. The company has
business interruption insurance for
12 months, according to Willis.

The broker also said that, in the
Adapazari and Izmit areas, up to
75% of residential buildings are re-
ported to have been affected.

Within the entire earthquake zone,
more than 115,000 commercial and
residential buildings have been dam-
aged. Of these, 14,000 have been
damaged irreparably, according to
Willis. Relatively new multistory
apartment blocks built from rein-
forced concrete appear to have been
particularly vulnerable, the broker
reported. Ell
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¥ not believe that Lloyd's is unduly than many companies because of capital providers over the long for this year

L I Oyd S exposed on a relative basis " the risk profile of the business term, " the report said "As the market moves into a pe-
Post-year 2000 results promise Lloyd's syndicates write,” said the At the same time, S&P expects rlod when syndicate results are
Conhnued from page 53 to be brighter, and S&P "expects report capacity for 2000 to fall away expected to deteriorate in com-
results next year under its three- Lloyd's' long-term earning capac- But falling profits may threaten slightly from its current level of parison with the strong levels of
year accounting system, but the tty to be high relative to leading Lloyd's marketwide rating £9 9 billion to £9 5 billion ($16 7 profitability advised for the 1993
1998 yeat of account will likely insurance companies,” it said Lloyd's is experiencing intense billion to $16 billion) Simultane- to 1996 underwriting years, this
show losses of about £250 million This tendency to outperform the competition, and it is continuing ously, S&P anticipates that corpo- differentiation in performance,
($4208 miillion) compared with rate investors are set to provide and possible continuity of service,
Lloyd's own estimate of a £60 mil- . TS up to 85% of Lloyd's capacity for becomes increasingly important
lion ($101 million) loss, said the , B } L rext year, up from 73%b this year to policyholders," said Kevin
rating agency Within three years, the current annual joint and increasing until corporate in- Willis, director of Standard &
" i ili i . . . vestment forms the sole capital Poor's Insurance Ratings in Lon-

o o 1000 A 2000, peray Venture form of syndicate capital will be base of the matket in 2003 0 on d
because of the influence of Ye.ar Completely replaced by Continuous Capital,' 'Within tI'Tree years, the current Although th-e larger syndicates
2000-related costs and potential annual Joint venture form of syn- tend to achieve better perfor-
claims," stated the report Year the Standard & Poor's report predicts_ dicate capital will be completely mance levels, the capacity back-
2000 claims could well have a replaced by continuous capital, ing the 11 five-bell syndicates
" significant impact on the global largely in the form of insurance ranges from £11 6 million ($19 5
insurance market, both in terms of industry-backed integrated million) for syndicate 1176, which
the amount of claims and :he is- rest of the insurance market over to pay off the costs of its recon- Lloyd's vehicles," predicted the specializes in nuclear risks, to
sue's capacity to create a complex the course of the insurance cycle struction and renewal program, report £400 million ($673 2 million) for

web of litigation far exceeding is one of the main attractions for resulting in "weakening prof- In S&P's Lloyd's Syndicate Per- composite syndicate 2020
that of asbestos- or pollution-re- global insurance groups, which itability,” stated the report formance Measures, a ranking of In general, term life and motor

lated claims," according to ihe re- continue to invest in Lloyd's, ac- "Maintenance of the rating at syndicates' relative market per- syndicates are showing the great-
port Nevertheless, Lloyd's prepa- cording to S&P "This compen- ItS current level depends, among formance, all the syndicates rated est signs of weakness, explained
rations "are among the strongest sates for an expected level of other things, on Lloyd's ability to in the highest category currently Mr Willis Composite syndicates,
observed globally, and (S&P) does earnings volatility that is higher produce attractive returns for It S have mixed capital, provided by representing 24% of the market's
both individual and corporate in- capacity this year, and marine

vestors syndicates, with 20% of market

This year, in response to cus- capacity, are the strongest sectors,

-omer demand the LSPM has he said But marine and aviation

* * 2 been changed from the three-bell have suffered swinging rate cuts
- . rating system started last year to a over the past two years, and
/N e cld t ’ A\ N , gve-bell system, ranging from one prospects for the 1997 and 1998

ell-- significantly below mar- underwriting returns look less at-
.*( _ . ( ) _ ket—;?jlseil pieirformance;'/-to fi;f tractive, he said
. 1hone ' 1:_))I\C/Ifaﬁ:4i9a.5m3l4-e08ﬁiFéXé rIiSn]:%OI,GT]4-9 7937 f r :eetl—llevelgpr;rffz:’:taI:caeh:'ost’mhas Copies of Standard & Poor's

s re-rated last year's table, and the Lloyd's Synd:cate Performance
results indicate a shift toward the Measures are ava:lable by writing
lower rankings Under the new to S&P, 18 Finsbury Circus, Lon-

system, 30% of ranked syndicates don EC2M 7NR, or by telephoning
would have received four or five 44-207-826-3654 The cost is

bells in 1998, while only 28%b6 did £1,950 ($3,090) per copy
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Casualty

Protection

You Can Hand
Your Hat On

At Pennsylvania Casualty Company, we work to find
the right combination of insurance products to suit your specific

needs. In fact, we pride ourselves on partnering with clients to

I n t ro C u C I n d develop custom insurance, claims and loss control programs that

reduce claim frequency and severity.

- We work with construction, distribution and manufacturing
e n n Sy Van I a operations nationwide. And, unlike many larger carriers, our workers
compensation, general casualty and excess casualty programs are

easily adaptable to changing market conditions.

C aS u alty What's more, PCC is part of the PHICO Group of companies.

That means we're backed by over $1 billion in assets and a national

reputation for outstanding customer service.

C O I I l p an y To learn more about how PCC can partner with your organization,

contact your insurance broker or call Steve Fogg,Vice President at
800-930-2368.

Competitive Rates. Flexible Coverages. Innovative Programs.
Outstanding Service. It all adds up to a commitment to reduce

your insurance costs.

Pennsylvania
Casualty Company SM

a PHICO Group Company

Visit us at www.phico.com « 800-382-1378
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Zurich U.S., Aon launching RiskAttack

SCHAUMBURG, Ill.-Zurich
U.S. and Aon Corp. are targeting
the insurance, risk management
and financial solutions needs of
mid-sized technology businesses
with RiskAttack.

RiskAttack gives growing tech-
nology companies direct access to
the insurance and financial ser-
vices of Zurich U.sS. and Aon. In-
surance products tailored for
technology risks include directors
and officers liability, errors and
omissions, and intellectual prop-
erty. Strategic risk assessment,
asset management, payroll solu-
tions, integrated disability exper-
tise and premium financing and
consulting services also are avail-
able.

In addition, RiskAttack auto-
mates for technology businesses
many of the transactions and day-
to-day tasks associated with risk
management, including risk as-
sessment, claims servicing and in-
formation delivery.

Marke

LEGAL NOTICES

Products & Services

Along with products, services
and technology tools, RiskAttack
customers in the United States
can access "virtual risk archi-
tects” who collaborate with them
on risk management solutions
electronically or via a dedicated
toll-free hotline six days a week,
18 hours a day.

RiskAttack will be rolled out in
nine U.S. cities in September,
with additional cities added in
early 2000. RiskAt:ack will
launch international offices in the
third quarter of 2000.

For information, contact John
Dawson, president-RiskAttack; 847-
605-3356 or john.dawson@zurichus.

com.

New property form

HARTFORD, Conn.-The Hart-

ford Financial Services Group
Inc. is combining several property
coverages for mid-sized business-
es into Property Choice.

Property Choice allows policy-
holders to consolidate several
property coverages that The Hart-
ford formerly insured separately,
including equipment breakdown,
marine, and crime. Business inter-
ruption coverage for Web sites is
one of the newest coverages avail-
able under Property Choice.

The policy also offers coverage
for valuable papers, equipment
breakdown, computers and me-
dia, transit and accounts receiv-
able, worldwide exhibition and
business travel, tenants, and utili-
ty services.

The policy also can be written
without certain traditional provi-
sions-such as the coinsurance

LEGAL NOTICES HELP WANTED

HELP WANTED

clause-to expand coverage.

Policyholders also can tailor the
property ccverage to meet their
specific needs and close gaps or
eliminate redundancies in exist-
ing policies. Property Choice also
offers flexible limits that can be
adjusted as a policyholder's needs
change.

The program is available in al-
nnost every state.

For information, contact Bar-
bara Smiley, The Hartford, 860-

547-6025.

Policy comparisons

NEWPORT BEACH, Calif.--
Griffin Con munications is taking
its policy comparisons to the
World Wide Web.

For more than 20 years, Griffin
Communications has provided
policy comparisons in various

publications, including "The Um-
brella Book."

Now it of'ers 24-hour access to

hundreds of liability policy com-
parison worksheets, policy speci-
men forms and other supplemen-
tal information via Policy Express
on the Web.

The Web site provides an unbi-
ased, systematic analysis of 228
features that may or may not ap-
pear in a specific umbrella, direc-
tors and officers or employment
practices liability policy.

Using Policy Express, however.
the risk manager has an online
comparison tool that can save
time and money. Rather than sift-
ing through policy language to de-
termine the answers to dozens oi
questions, the risk manager has
an online tool for making policy
comparisons in an easy-to-under-
stand format.

Access to Policy Express for all
three product lines is $175 annu-
ally; $75 annually per insurance
product.

For more information, contact
Marcus Covas, managing editor of
Griffin Communications, 949-
752-1058, ext. 235, or visit
www.griffincom.com. [al

To place your ad, contact Irais Amleshi

-1n
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HELP WANTED

FREMONT INSURANCE COMPANY (UK) LIMITED
(SCHEME OF ARRANGEMENT)

Notice of Declaration of First Interim Dividend

NOTICE IS HEREBY GIVEN that a first interim dividend of 25% of Scheme Creditors' Ascemined

Scheme Claims has been declared in the above matter.

MGA Manager

Personal Lines MGA underwriting
activities overseeing admin. of data entry,
policy assembly & files, policy issuance
system, loading rates & monitoring. Fax
resume to (409)774-6207 O- call
1-800-564-9237.

Dividend chequesin cesped ofthose claims that have been agreed will be despatched to Scheme

Creditors shottly
PJSinger &CJ Hughes
Joint Scheme Administrators

Fremont Insurance Company (UK) Limited
Plumtree Court

London EC(A 4HT
United Kingdom

Dated this 26th day of August 1999

ANNOUNCEMENTS

BUSINESS OPPORTUNITIES

ATTENTION CALIFORNIA
AGENTS & BROKERS

Director

Brantley Risk & insurance Center
Appalachian State University

The Center supports the teachi ng function
for the insurance major, supports and
encourages research on insurance topics,
and provides a vehicle for on-going
interaction with the insurance industry.

Applicants should have significant
accomplishments in business or academia.
The preferred candidate will hold a Ph.D.
in insurance or related field; however,
applicants with a Masters degree and
significant relevant business experience

will also be considered.

ANNOUNCEMENTS

National used car casualty insurance
program is looking for California agents,
people with expertisekontacts to help
grow business. Competitive commission
and possible exclusive territories. Please
respond by calling Greg Moore at

Application deadline: October 1,1999

1(800)6424432.

HELP WANTED

BUSINESS OPPORTUNITIES

SEEKING PROGRAM BUSINESS

ASSISTANT RISK MANAGER

Chicago Public Schools

Phone: (312) 649-5340
Fax: (312) 649-7937

E-Mail: iamleshi@crain.com
Business Insurance, Classified Department,
740 N. Rush Street, Chicago, ]L 60611-2590

Call for details on Blind Box

and Internet Advertising

HELP WANTED

ASSISTANT MANAGER,
CLAIMS

American Honda Finance Corp., a growing subsidiary of American Honda
Motor Co. Inc., has an exciting opportunity available within the Vehicles
Services Contract division located in Torrance, CA
In this last-paced environment, your responsibilities will include Ihe following:
« Plan and organize the department's activities and operating plans to
suppoft departmental goals.
« Provide effective stalling by developing hiring criteria for all positions.

« Develop/implement training methods for claims staff.
« Establish claim adjudication and expense control performance standards

For a complete position anrouncement
call (704) 2624030 or visit:
www. insurance.appstate.edulposition.html

lor field, dealers and claims staff.
« Analyze claim conditions, supervise production of reports, assist

Business Planning Department with data system enhancements, and
provide intomiation to the Marketing Department.

« Assist field and dealership personnel with policies and procedures of

Claims and Contract administration.

CAPMAL RE

IS PLEASED TO ANNOUNCE THAI

BRUCE REICH

HAS JOINED THE COMPANY AS

EXECUTIVE VICE PRESIDENT

AND

CHIEF UNDERWRITING OFFICER

OF KRE REINSURANCE IID.

AND ITS AFFILIAIES

Western Specialty Insurance Comoany, a
carrier writing Commercial Packages,
General Liability, Product Liability and
Liquor L ability, now has an A-Rated
admitted facility in the following states:
ARIZONA, COLORADO, GEORGIA,
LOUISIANA, NEVADA, OKLAHOMA and
TENNESSEE. We are seeking established
producers with existing books of program
business. If you have expertise in these
selected market areas, we can supply the
facility that you need. Please contact:
Stefanie Streadwick
Customer Service Specialist
Western Specialty Insurance Company
125 Windsor Dr., Suite 116
Oak Brook, IL 60523
Phone: (800) 390-6244
Facsimile: (630) 990-0756

www.wsinsurance.com

W¢e4<on
the Web

Business

Insuranc¢e-
Onlinel

www.businessinsurance.com

This is a professional position based in

Chicago's loop to assist in administration

of various property and casualty insurance

programs, implementation of safety and

loss control programs and contract

evaluation.

Skills and experience requirements are:

+ Administration of various insurance
programs for large public or private

corporations.

« Experience in conducting field surveys,
making recommendations, providing
safety training.

« Experience in monitoring TPA
performance for large self-insured
claim programs.

« Ability to review insuranceAndemnity
provisions in contracts and leases.

« Minimum Bachelor's degree plus
continuing professional education eq.
ARM, ALCM, CSP.

« 5-7 years of industry risk management
experience.

Compliance with City of Chicago

residency requirements.

Please mail resumes to:

Director - Risk & Benefits Management

Chicago Public Schools
125 S. Clark Street - 14th Floor

Chicago, IL 60603

No telephone calls or walk-ins accepted.

2 For Classified Advertising

Information e-mail

iamieshi@crain.com

« Perform special projects for Division Management as assigned.

Qualified candidates will possess a Bachelofs degree in Business or Automo-
live Engineering. Must possess strong experience in service field operations
with an emphasis on warranty and claims adjudication. ASE certification in all
areas needed. Minimum 8+ years previous wholesale/retail field and 3+ years
previous claims/warranty supervisory experience. Position also requires expe-
rience in repoft analysis, objective setting. evaluation. project management, in-
depth understanding ol independent dealerships, suppliers, anddealership staff.
Must possess strong communication and molivational skills. Must beableto
elfectively interfacewith customem, staffandmanagement. Familiarity wilhba-
sic computer software and operations needed.

American Honda offers competitive salaries and comprehensive benefits.
For immediate consideration, please send your resume including salary
history to: American Honda Motor Co., Inc., 1919 Torrance Blvd.,
MS 100-1C-3A, HFC4648/CW, Torrance, CA 90501-2746. EOE

HOMN DDA

Finance

looking for a ' to fillthe job?

The most talented men and women in the
insurance industry know where to turn when
they want to make their moves.

Business
insuronce

Call: Irais Amleshi at 312-649-5340

for advertising details.

Next Issue: September 6, Closing August 31



Results

Continued from page 2
25% to 30%," he added.

Michael Lewis, an analyst with
Warburg Dillon Read in New York,
said, "First-half results, by and large,
were disappointing, with a number of
significant negative surprises, which
raised questions regarding the timing
of the long-awaited industry under-
wziting recovery."

"At this point in time, it's still diffi-
cult to say" whether the market has
turned, said Mr. Lewis. He added,
however, that "l believe you'll see ad-
ditional5rming at a somewhat faster
pace as we work our way to the year
2000,"

It is premature to say the cycle has
turned, said David McDonald, senior
vp and chief underwriting officer at
Royal & SunAlliance USA in Char-
lotte, N.C.

"Certainly, the signs that we're see-
ing are encouraging," he said. "Com-
panies are once again looking at un-
derwriting losses that they have in-
curred and would appear to be taking
measures to slow down or stop the
Bhlaood fld~s_"" _

But while many of the larger insur-
ers have said they will write business
at the price the market requires, there
are still others willing to write at low-
er prices, said Matt Mosher, assistant
vp and actuary at Oldwick, N.J.-
based A.M. Best Co.

"The competition, while it's proba-
bly slowed somewhat, is still there,"
Mr. Mosher said. "We haven't seen
much in the way of improvement in
those price levels."

But John L. Ward, chairman of the
Cincinnati-based Ward Financial
Group, said more commercial insur-
ers are taking the position they will
walk away from business if they do
not see reasonable pricing levels. "l
think that's a positive sign, and one
that will make the industry stronger
m the long term," he said.

Mr. Ward questioned, however,
whether this trend really will turn the
pricing cycle around.

"There remains an incredible
amount of excess capacity in the in-
dustry, and so what you'lllikely see is
wider variation in results of individu-
al groups of companies, but probably
not a big change in the industry re-
sults on average," he said.

Furthermore, Mr. Ward said, to get
the full benefit of rate increases, in-
surers must also introduce discipline
"on the expense side of the house.”

No longer participating in the Busi-
ness Insurance survey are Philadel-
phia-based CIGNA Corp., whose
property/casualty operations have
been acquired by Bermuda-based
ACE Ltd., nor Farmington, Conn.-
based Orion Capital Corp., whose ac-
quisition by Royal is expected to be
completed in the fourth quarter. ACE
reports its financials on a fiscal year
ending Sept. 30.

Added to the Bl SUIvey this quarter
is Cincinnati-based American Finan-
cial Group Inc.

Among the financial results report-
ed for the first half by Brs survey of
19 property/casualty companies were:

* Net premiums written increased
5.6% to $40.74 billion compared with
the year-earlier period. This com-
pares with a 4% increase in the first

quarter for a comparable group of in-
surers and a 2.4% increase for all of
1998.

* Underwriting losses deepened by

11.7% to $2.65 billion. This compares
with a 49.4% increase in the first

quarter.

= Net income decreased 2.3% to
$5.1 billion, compared with a 30.8%
decrease in the first quarter.

e The insurers posted a 105.2%
combined ratio vs. a 104.4% ratio for
the comparable period a year ago. A
comparable group reported a 104.8%
ratio for the first quarter.

* Investment income increased
2.8% to $6.47 billion, compared with
a 2.1% increase in the first quarter.

* Policyholder surplus increased
4.1% to $59.03 billion, compared with
a 5% increase in the first quarter for
the comparable group.

Results were disappointing"from a
combination of factors, some having
to do with weather, some having do to
with the fact that, while a number of
commercial lines companies have
taken action to improve the results in
their middle-market business, it's be-
come apparent these actions w01 take
longer than originally assumed before
they have a meaningful impact on

"We had some catastrophes this
year," he said, "but the reality is that
the biggest catastrophe that the in-
dustry is coming to grips with right
now is its own underwriting results."

Meanwhile, results have affected
the property/casualty insurers' stock
market performance. As of Aug. 20,
insurer and reinsurer stocks included
in the BI Industry Stock Report were
down 10.7% year to date.

The combination of disappointing
earnings and the slow timing of the
underwriting recovery has led to a

'The reality is that the biggest catastrophe
that the industry is coming to grips with
right now is its own underwriting results,’
says Michael Smith of Bear, Stearns & Co.

bottom-line results,"” said Mr. Lewis.

"First-half results were weak," said
Morgan's Mr. Hicks. "I guess the key
point | would make on commercial
lines for the first half is, despite lower
catastrophe losses compared to a year
ago, most companies struggled to
meet expectations and many didn't
meet expectations."

Mr. Hicks said this is a reflection of
prior-year pricing as well as dimin-
ishing reserve redundancies. "Once
that happens, you're essentially left
with the current year's results in all
their splendor," said Mr. Hicks.

Mr. Smith said, "There's no place to
hide the bad news on the balance
sheet, so the ugliness comes through
very quickly to the income state-
ment.”

"On balance, earnings were below
expectation," with few surprises, said
Mr. Smith. "We ever had a few in-
stances of down earnings, which is
rather remarkable considering last
year's second quarter was hit pretty
hard by catastrophes."

sell-off of the insurer stocks, said Mr.
Lewis.

"The stocks have definitely been
weak performers,” with many trading
at or near asset value, said Mr. Hicks.
"From a stock market performance
point of view, it would seem that the
market has pretty much captured the
downside. The question is whether
there's a lot more downside if things
don't get better."”

Last week, Santa Monica, Calif.-
based Fremont General Corp. an-
nounced a third-quarter aftertax re-
serve strengthening charge of $75
million, including $50 million that is
related to adverse development with-
in its workers compensation line of
business and $25 million for discon-
tinued operations related to asbestos
and environmental claims.

Several analysts anticipate more
reserve additions. Mr. Smith referred
to New York-based Reliance Group
Holdings Inc.'s $227.2 million addi-
tion to loss reserves, for which it took
a charge of $147.7 million in the sec-

ond-quarter (Bl, Aug. 16).

tions, especially toward the end of the
year, similar to that which Reliance

was a recognition of the fundamental
weakness in pricing on the book of

assumptions,” Mr. Smith said.

rating agency Standard & Poor's
Corp. in New York, said, "l think
we're going to see, going forward,
more companies taking reserve
charges to address deficiencies," pri-
marily in workers comp, commercial
auto and commercial package busi-
ness. Mr. Coyle estimates the indus-
try's overall reserve deficiency is 7%
to 10%6.

"We would expect results to contin-
ue to reflect the tough market condi-
tions, with expectations that the com-
mercial lines industry will produce
combined ratios of somewhere
around 109% forthe year," he said.

"I think the outlook continues to be
challenging,” said Mr. Hicks. Things
are unlikely to improve "until there is
significant stress in the industry.”
Right now, he said, "it's just uncom-
fortable; it's not painful.”

But some analysts disagreed.

"l would say the outlook's more
positive, and that's helped by compa-
nies realizing the extent of the under-
pricing,"” said Mr. Lewis.

As the more-aggressive insurers
start facing reserve deficiencies, "that
can help bring about a movement to-
ward more adequate pricing of cover-
ages," he predicted.

Another issue insurers face is Y2K
exposures, said Mr. Lewis. "Is it real,
is it going to be a significant factor as
far as impacting industry results, as
some people believe, or is it going to
prove to be heavily litigated but not
nearly as costly?" he asked. This is

"certainly going to be on everybody's
minds as we close out the millenni-

um.”

Major property/casualty insurers' first.half 1999 results

Ranked by change in net income. All amounts in thousands of dollars.

Rank
19098

1 The St. Paul Cos. Inc.
2 Ohio Casualty Corp.
3 American International Group
4 RLI Corp.
5 Fremont General Corp.
6 SAFECO Corp.
7 Chubb Corp.
8 Cincinnati Rnancial Corp.
9 Hartford Financial Selvices Group
10 American Financial Group
11 Old Republic Int'l
12 Travelers P/C Corp.
13 Royal & SunAlliance USA"'
14 Hartford Steam Boiler
15 Argonaut Insurance Co.
16 CNA Financial Corp.

17 Reliance Ins. Co. and subs.

- Kemper Insurance Cos.

Corporate
Percent
Net increase Consolidated
income (decrease) revenues
1999 1998-1999 1999
$368,672 565.9% $3,972,217
108,034 160.1 1,009,919
2,475,786 18.7 20,020,216
15,597 6.8 108,147
58,773 6.4 447,747
191,600 6.0 3,427,200
380,200 1.1 3,316,200
101,355 (1.0) 942,136
453,000 9.4) 6,648,000
96,600 (9.5) 1,645,100
137,698 (15.0) 1,068,740
554,800 (15.9) 5,207,400
121,721 (24.7) 1,033,553
43,800 (53.3) 295,200
19,845 (64.1) 75,897
149,000 (66.4) 8,756,000
(172,440) (164.9) 1,486,035
N/A IVA 1,654,367
IVA N/A

- Liberty Mutual Ins. Co. 2 N/A

Cunmlave

$5,104,041

(2.3%) $61,114,074

1. After dividends 2. Statutory 3. Before dividends N/A: company did not provide data

Source: 8/survey

Property/casualty operations

Net

Combined" Comblned* premiums

ratio ratio written

1999 1998 1999

107.6%' 118.0%2  $2,851,585
111.2 2 108.3 2 800,821 "'
94.9 95.9 8,244,587
90.8 86.1 120,107
96.0 96.6 402,548

105.3 103.6 2,243,300
99.7 98.2 2,839,700
99.8 102.1 809,452

102.5 " 104.3 3,352,000

100.4 104.7 1,077,100

106.2* 99.0 2 422,344 2

100.3 " 102.0" 4,143,000

107.9 105.9 810,350
88.5 89.3 174,200

124.1 111.4 41,966

113.3" 109.6 2 5,582,000 *

134.9 100.9 1,358,755

110.7 " 107.4 2 1,206,026’

114.3 113.1 4,260,830

105.2% 104.4% $40,740,671

Percent

increase

Pretax

underwriting

Percent

increase

Pretax

investment

Percent

increase

Policyholders'

Percent

increase

(decrease) income (loss) (decrease) income (decrease) surplus (decrease)
1998-1999 1999 1998-1999 1999 1998-1999 1999 1998-1999
0.3% ($211,145) 54.7% $642,577 (3.1%) $5,019,900 9.8%
24.9 (93,652) (105.0) 84,730 1.8 954,281 (18.4)
17.8 417,868 48.8 1,237,190 23.4 N/A N/A
74.8 8,573 (11.8) 12,428 6.3 304,839 3.7
48.3 14,887 61.2 79,257 (6.5) 657,609 9.4
4.5 (113,300) (50.5) 230,000 (4.4) 3,127,400 (0.4)
2.5 (4,700) (117.8) 388,400 4.9 2,867,500 6.6
6.1 (2,936) 15.8 103,056 0.7 3,104,124 7.4
(12.7) (66,000) 60.0 443,000 7.7) 8,135,000 (6.5)
(22.0) (4,500) 93.1 169,500  (10.8) 1,873,700 (2.0)
(2.1) (37,024) " (714.7) 91,636 (5.3) 1,415,396 (4.5)
3.3 (59,400) 2 56.8 1,012,300 (1.4) 7,493,100 12.8
11.7 (563,013) 9.7) 169,051 (2.6) 3,105,913 7.9
(5.2) 21,900 8.4 32,300 3.9 525,200 (20.6)
(35.3) (8,620) 20.8 31,667 (12.9) 668,593 7.5
(2.3) (794,000) 2 (15.6) 785,000 (7.2) 8,757,000 24.7
12.3 (415,429) (3,372.9) 144,458 1,307,373 (23.4)
(17.5) (129,993) ' (6.3) 164,374 (3.7) 2,605,703 4.1
40.5 (613,881) (54.0) 649,357 20.7 7,104,625 (1.9)
5.6%  ($2,654,365) (11.7%) $6,470,281 2.8%  $59,027,256 4.1%
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Deal

Continued from page 2
National Group has $278.8 million
in shareholders' equity.

The companies that comprise the
group are: United National Insur-
ance Co., which is the main excess
and surplus lines unit; Diamond
State Insurance Co. and Hallmark
Insurance Co. Inc., which both are
admitted insurers; Loyalty Insur-
ance Co. Inc.,an inactive offshore
insurer in Barbados; American In-
surance Adjustment Agency, an in-
house claims adjuster; and manag-
ing general agencies J.H. Ferguson
& Associates, International Under-
writers Inc. and Unity Risk Part-
ners Insurance Services Inc,

The main operating unit is Unit-
ed National Insurance Co., which
writes on a non-admitted basis in

all states except Pennsylvania,
where it is admitted. Hallmark

writes surplus lines business in
Pennsylvania for the group.
United National writes a broad

book of business derived from bro-
kers and MGAs, but it specializes in
program business. It writes 88 spe-
cialty programs, ranging from
property coverage of low-value
dwellings to complex programs for

archdioceses in major U.S. cities.
INn 1998 United National Insur-

ance Co. wrote $200.1 million in
non-admitted business and had a
net income of $29 miillion. It has
been consistently profitable over
several years and in 1998 had a
combined ratio of 85.5%b.

The company is ultimately owned
by trusts controlled by the Ball
family in Philadelphia.

"Strategically, United National is
a terrific fit for us. It gives us a
much better platform to grow our
business in the near and long term,"
Edward J. Noonan, president and
chief executive officer of American

Re in Princeton, N.J., said in a
sStatement. .

By owning a primary writer of
program business, American Re will
more easily be able to put together
program deals, a spokesman for the

American Re is 'locking
up another source of
business,' S&P's Donald
Watson says of the United
National purchase.

reinsurer said.

MGAs that administer program
business for reinsurers often also
need access to primary paper and
policy forms, he said. As a result,
reinsurers that can supply those
primary services are better able to
compete for that business, he said.

CPCU PREFERRED.

"At Mirage Resorts, we seek out the most qualified
individuals in every aspect of our business. This includes
the insurance professionals whom we contract with.
| consider the CPCU designation to be an indicator of
superior qualifications."

James E. Pettis - Risk Manager

Golden Nugget Risk Management Corporation

E ven when the risks don't include dolphins or a $20 million

volcano, they demand the insurance and risk management expertise
that is synonymous with CPCU, the property and casualty insurance
business's premier professional designation.

The American Institute for CPCU confers this prestigious
designation. It signi ties extensive knowledge of the insurance mechanism
and the business environment in which it operates.

CPCUs who join the CPCU Society have access to a network of
other insurance professionals who promote and support continuing
education, professionalism, and industry and community service.

There is no substitute for CPCU.

SOCIETY

AlCPCU

AMmIg lIST'TO-rE
FOR CHAITERED PROPERTY

CASUALTY UNDERWRITERS

Formoreinfo, call(800) 644-2101 (AICPCU) or(800) 939-CPCU (CPCU Society).

Additionally, the skills necessary to
successfully underwrite surplus
lines business are not readily avail-
able at non-specialist insurers, the
spokesman added.

American Re already is a sub-
stantial reinsurer of United Nation-
al's book, and while it will be the
reinsurer for any new program
business the specialist insurer
brings in, it will not disrupt United
National's existing reinsurance ar-
rangements, the spokesman said.

American Re is the largest rein-
surer of program business for Unit-
ed National, said Seth Freudberg,
president and CEO of United Na-
tional.

"They had a need to enhance
their capabilities to deal with busi-
ness that they were producing
through their own efforts from all

of their strategic business units," he
said.

One of the risks of the deal is that

other reinsurers that bring business
to United National may be deterred
by the prospect of providing busi-
ness to a company owned by a com-

peting reinsurer, said Ms. Farrell of
Best.

"But the other reinsurers are

looking for expertise to write the
business, and that is not leaving,"
she said.

Other United National reinsurers

often already have their own sur-
plus lines units, Mr. P'reudberg said.

"Many of the traditional Chinese
walls in the business have come
down. For example, we do business
with reinsurers that own ceding
companies that compete with us,
and we trust them to keep informa-
tion confidential, and we trust that

the reinsurers will have the same
view of us," he said.

Generally, the combination of
American Re and United National
should improve the growth
prospects for both companies, said
Ms. Farrell of Best.

American Re is obtainmg a prof-
itable and well-run company and
an additional distribution unit.
United National will be part of an
extremely strong international
group that is focused on insurance
and reinsurance, she said.

While American Re says it does
not plan to jeopardize United Na-
tional's other reinsurance arrange-
ments, as the surplus lines insurer
grows, American Re will be able to
reinsure more of the business, said
Mr. Watson of S&P.

"They are locking up another
source of business," he said.

The management team of United
National will remain in place, and
few, if any, jobs are expected to be
lost.

The transaction is expected to be
completed in the fourth quarter of
1999 and is subject to regulatory
approval.

American Re has no immediate
plans to purchase other primary in-
surers, but in the future it may de-
cide to enter primary markets
where United National does not
write business, the American Re
spokesman said. For example, Unit-
ed National does not write workers
compensation business, he said.

"United National gives us a fleet
of three primary insurers, and that
may be adequate, but we may have
a need to add more down the road,”

the spokesman said. Ell
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Commentary

It's In my genes'
IS NO excuse

Efforts under way in the scientific community to unlock the se-
crets of the human genome-the complex set of chromosomes that
make us who we are, rather than, say, lemurs or mollusks-
prornise to provide important clues about health and iliness.

By mapping the tens of thousands of genes in human DNA and
the billions of chemical sequences that reside in all human cells,
hair follicles and the like, researchers hope to be able to better iden-
tify genetic markers for a variety of biological conditions and dis-
eases, some of which may be treatable, some of which are not. With
this road map, doctors will be able to screen patients for a genetic
predisposition to a wide variety of ilinesses.

By some estimates, this enormous research task will be complet-
ed within the next five years.

The idea, of course, is not to simply use this newfound map to de-
liver bad news years before such genetic maladies manifest them-
selves. That would cause people not only to become uninsurable,
but also very likely to spend their lives in a state of nervous anxiety.

Rather, the point of identifying all the parts of the human
genome is to ultimately try and better understand what makes us
tick on an elementallevel. Once we can identify the bits of DNA
protein that tend to go awry, we can perhaps fix them and improve
the quality of life for some, while prolonging it for others.

| don't profess to understanding all the science involved, having

skipped chemistry and all but the bare mini-
mum of biology in school.
| like to think of it as like when | was a kid

trying to deterrnine the murky ingredients in
a bowl of school cafeteria stew. If | could find
and remove the chunks of mystery meat and
lima beans befom actually diving in, the odds
of being sick in front of my classmates were
greatly diminished and life was good (at least
until the stew came back on the menu).
Poking around the human soup to try and
find the odd bits of errant double-helix, of
course, raises all sorts of ethical, religious, so-
cial and legal questions that | am not pre-
pared-or too chicken-to address in this space. Suffice it to say
that it will profoundly alter the health cam and insurance indus-
tries of the future.

So, given all that's at stake, | would expect that researchers are
especially hard at work finding the genetic causes and potential
cures for the really serious diseases that plague humans. Cancer.
AIDS. Heart disease. Diabetes.

No doubt many-perhaps even most-are focused on such cru-
cial research. But not all of them am.

| learned last week that some researchers are noodling around on
the fringes, looking for overlooked genetic links that could benefit
from this research.

The London Daily Telegraph reported recently that a group of
Scottish scientists reportedly may be on the verge of discovering a
possible genetic link for a widespread human condition: laziness.

These scientists suspect that laziness is not just a deadly sin and
may instead be caused by our internal roadmap! They reportedly
are planning a study of sluggish children to see if there is a genetic
reason for the fact that they don't exercise as much as other kids. |
presume they already have ruled out the television-watching and
junk food genes.

| am very excited to learn of this important study because I, on
occasion, suffer from this genetic flaw myself. Imagine how much
more productive and valuable to society, my employer and family |
could be if one day | could replace my laziness gene with the work
ethic gene of, say, the common bumblebee.

When the researchers finish with that undertaking, I've got a
laundry list of other human conditions that | think must also be ge-
netic disorders in search of a cure: Chronic bad breath; an inability
to carry a tune; forgetting the punchlines of jokes; an inability to
match colored socks; flatulence; an inability to sink a putt; two left
feet; a tendency to oversalt food; love handles; driving too slow;
driving too fast; making mountains out of molehills; talking back to
the radio/television; listening to Barry Manilow; laughing at politi-
cally incorrect humor; an inability to give directions; abusing e-
mail policy; cowlicks; a refusal to eat broccoli; beer bellies; a refusal
to try oysters; being allergic to cats; an inability to mad music;
smolcing cigars; being stingy with tips; forgetting names at parties;
never liking Oprah's taste in books. failing tofloss; a craving for
chocolate; and hangovers, among others.

Those solutions, however, are no doubt a long, long way off-let
alone funding for them. So for now, researchers can get off the
couch, quit being so lazy and get out there and solve some real
problems-like determining just exactly what the genetic origin of
that mystery meat really was.

Editor Paul D. Winston's Commentary appears fortnightly. He
can be reached at pwinston@crain.com

Columbia

Continued from page 1
deductions for all premiums paid to
the captive.

Once one employer gets federal ap-
proval to fund benefits through its do-
mestic captive, "it could open the
floodgates. The interest is there," said
Derick White, Vermont's assistant di-
rector of captive insurance in Montpe-
lier, Vt.

Tax considerations, though, are not
the principal driver behind Columbia
Energy's proposal to fund benefits
through its captive, said Nicholas Par-
illo, Columbia Energy's vp-risk man-
agement.

Mr. Parillo said funding LTD bene-
fits is "ideally suited" for a captive,
noting that the risks are long-term
and predictable.

At the same time, funding LTD
benefits through the captive, which
Columbia Energy now uses for gener-
alliability and property risks, will en-
sure a better spread of risk for the in-
surance subsidiary, Mr. Paillo said.

Eventually, Columbia plans to ex-
pand its captive, which takes in more
than $5 million annually in premiums,
to cover workers compensation and
short-termaigability exposures.

“"We would achieve centralization
of funding requirements for disabili-
ty," regardless if incurred on or off the
job, he said.

But because the captive is a "party
in interest" to the LTD plan, Labor
Department approval of the transae-
tion is required.

The proposed transaction does not
qualify under a 1979 Labor Depart-
ment class exemption in which the
department said a domestic captive
could be used to fund parents' em-
ployee benefit plans if at least 50% of
the captive's business was not related
to its parent. Virtually all the risks
funded through Columbia's captive
relate to Columbia Energy and affili-
ated companies.

Recently, however, a key Labor De-
partment official has said the depart-
ment will be more flexible in how it
reviews employer requests to fund
employee benefit coverages through
their domestic captives. Meeting the
50% test no longer will be an absolute
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prerequisite to win departmental ap-
proval.

Among other things, the depart-
ment will consider the quality of the
primary insurers used by a captive
and whether plan participants will
benefit from the arrangement (Bl,
Aug. 23).

The Columbia Energy filmg details
exactly how employees would benefit
through the captive funding arrange-
ment.

In anticipation of using the captive
to reinsure the LTD program, benefits
were sweetened, effective Jan. 1, so
that disabled employees receive 60%
of their salary. Previously, the plan of-
fered a LTD benefit of 30% of salary
up to the Social Security wage base
and 60% of salary over the wage base.
In 1999, the wage base is $72,600.
Other changes include a more liberal
definition of liability.

Benefit and captive experts say
Columbia Energy's application could
be a test case to see whether the DOL
carries out its new fleribility

"Others will be watching closely to
see how DOL rules. Others could cer-
tainly imitate what is going on here,"
said Henry Saveth, an attorney with
William M. Mercer Inc. in New York.

In fact, funding benefits through
captive insurers has been discussed
for years in risk management circles
as a means of broadening captives'
risks, cutting costs, and most recently
as a potential way for a parent com-
pany to deduct proper*/casualty pre-
miums paid to its captive.

Discussion of the tax advantage
was triggered by court decisions and
an Internal Revenue Service ruling.
Several appellate courts ruled that a
parent can deduct premiums paid to
its captives so long as the captive
writes a significant amount of unre-
lated business.

Those court rulings preceded an
IRS ruling that said employers can
deduct group term life insurance pre-
miums paid to the captives because
the premiums represent unrelated
business.

So, according to the reasoning, if
the parent funds enough employee
benefit business through the captive,
the captive could be considered as

writing a significant amount of out-
side business. That would also in-

crease the likelihood the parent would
be able to deduct property/casualty
premiums paid to the captive.

A 1993 filing with the Labor De-
partment by transportation giant
CSX Corp. requesting permission tc
reinsure its group term life insurance
benefits through its Vermont captive
was widely thought to have been tax-
motivated.

But whatever the motivation, the
Labor Department rejected the CSX
application because too much busi-
ness-about 90%b-was related to
CcsX itself.

In 1994, the department also said
CSX failed to adequately demon-
strate that any cost savings it would
achieve through the arrangement
would "inure to the benefit of the Oife
insurance) plans as a result of the pro-
posed transaction,"”

It isn't known how quickly the La-
bor Department will rule on
Columbia Energy's application,
though it could be a while.

"The DOL has been known to sit on
difficult cases for an extended period
of time, and this might be such a
case," Mr. Saveth said.

And the outcome, Mr. Saveth noted,
is by no means certain as the depart-
ment weighs key issues.

"For many years, the DOL has been
especially troubled with the concept
of captive reinsurance" in benefit ar-
rangements, Mr. Saveth said.

In such arrangements, the DOL still
may view adherence to the 50% test
as more important than the potential
benefits captive fundjng arrange-

ments could provide employees, he
said.

In what could have been an earlier
test case, Caldor Corp. last year pro-
posed using its Hawaii captive to rein-
sure LTD risks. Like Columbia Ener-
gy, Caldor's captive did not meet the
DOL's 50%0 test. But Caldor said th€
cost savings it would achieve through
funding the LTD program through its
captive would be passed onto employ-
ees in the form of lower LTD premi-
ums.

Earlier this year, however, Caldo
withdrew its application at the DOL
after the company-under court or-
der-began to wind down its opera-

tions. Caldor had been in bankruptcy
since 1995. ial

Captive plan gets tentative OK

By JERRY GEISEL

WASHINGTON-Union Carbide
Corp. has won tentative authorization
from the U.S. Department of Labor to
use its "offshore" captive to reinsure a
supplemental life insurance program.

The authorization is conditioned on
Stamford, Conn.-based Union Car-
bide notifying plan participants of the
proposed transaction and giving them
an opportunity to comment to the
DOL. The department will make a fi-
nal decision after reviewing any com-
ments it neceives.

"We are very pleased to have re-
ceived this approval,” said Union Car-
bide Assistant Treasurer Richard In-
serna. He earlier said the arrangement
is being driven by a desire to broaden
the captive's risks, keep down policy
costs and share in the policy profits
with the primary insurer writing the
policies (Bl, Aug. 2).

The DOL's action is believed to be
the first time the agency has autho-
rized, albeit tentatively, an employer
to use an "offshore" captive to rein-
sure employee benefit risks.

Under a 1979 regulation, known as
a class exemption, DOL approval of
reinsurance arrangements involving
the use of captives to fund benefits are
decided on a case-by-case basis.

Union Carbide wants to use a new

U.S. Virgin Islands branch of its
Bermuda-domiciled insurance sub-
sidiary, Westbridge Insurance Ltd., to
reinsure a portion of life insurance
policies written by Metropolitan Life

Insurance Co. MetLife has written the
policies for about 10 years.

While the Virgin Islands is consid-
ered offshore in captive industry cir-
cles, the DOL in a 1983 ruling recog-
nized that the Employee Retirement
Income Security Act defined the Vir-
gin Islands as a "state." One of the
DOL's requirements for funding em-
ployee benefits through a captive is
that the captive be licensed in at least
one domestic state or territory.

The DOL's tentative approval of
Union Carbide's proposal comes at a
time of rising corporate interest in
funding benefits through captives. In
fact, a pending application by
Columbia Energy Group to fund
long-term disability risks through a
Vermont branch of its Bermuda-
domiciled captive could be a test case
of whether the department will relax
certain restrictions that have made it
very difficult for most companies to
use their captives to fund employee
benefit risks (see story, page 1).

Under that test, at least 50%6 of a
captive's premiums must be third-
party business in order for the parent
to fund employee benefit risks
through the captive.

Westbridge, the Union Carbide
captive, easily meets the 50% test,

with more than 60% of its premiums
unrelated to Union Carbide's risks.

Union Carbide was able to file its

application with the DOL utilizing a

special expedited review process in
which the DOL must make a decision

within 45 days. To qualify for this

fast-track pmcedure, an applicant has
to cite two "substantially similar” ex-
emptions approved by the DOL with-
in the past five years.

The two cases Union Carbide cited
in its application go back to 1996 and
involve financial organizations with
insurance subsidiaries that did little
or no business with the parents.

In one of those cases, the DOL ap-
proved an arrangement in which
Zions Bancorporation, a Salt Lake
City-based bank holding company,
proposed using Arizona-domiciled
Zions Life Insurance Co., its mortgage
life and credit life reinsurance sub-
sidiary, to reinsure a portion of group
life insurance policies written by
American Bankers Insurance Co. One
hundred percent of the insurance sub-
sidiary's premium income was gener-
ated by non-Zions related business.

The other arrangement approved
by DOL involved First Security Corp.,
also a Salt Lake City bank holding
company. FSC proposed using a life
insurance subsidiary, Arizona-domi-
ciled First Security Life Insurance
Co., to reinsure life insurance policies
for FSC employees written by Min-
nesota Mutual Life Insurance Co.
More than 80% of FSLIA's premiums
were derived from business not relat-
ed to FSC.

Coincidentally, Zions and FSC an-
nounced in June that the two compa-
nies would merge. Earlier this month,
Union Carbide and Midland-Mich.-

based Dow Chemical Co. also an-

nounced merger plans. ial
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S ate I I ite able marketwide capacity at $400 relnsurance brokers Tha’F is becguse
milhon to $600 milllon many underwnters are in the middle
Space nsks still wlll not run into of multiyear satelhte coverage pro-
Continued from page 1 capacity problems, according to grams without the means of adjust-
cations satelhte was placed in a Jean-Mlchel Eid and Ted Johnson, ing rates to reflect their reduced
wrong orbit by a Boeing Co Delta 3 managing directors m Washington reinsurance
rocket on May 4 for Aon Space, a subsidiary of Aon "A lot of people wouldn't call this
Market executives estimated that Group Inc sound business sense, but that's
losses dunng 1998 and so far in 1999 Marsh's Mr Moore agreed that what's going on,"” said Mr Parker,
exceed $2 25 bilhon, far outstripplng plenty of capacity still is available, who speciabzes in alternative nsk fl-
premium volume According to one though "you nught have to spread nancmg for aerospace and aviation
underwriter's figures for the period, the net a little bit wider" to line up risks
satellite losses have totaled $2 28 enough markets to cover a Insk Less desirable space nsks, though,
billion while the market has gener- That makes syndicating the risk hkely would face a "super propor-
ated $137 billion in premium, for a "a bit more difficult," said Simon tional" amount of trouble hning up
whoppmg 166% loss ratio Clapham, underwriter for the capacity and negotiatmg prices and
The extraordinary amount of loss- Marham Space Consortium terms and conditions if there is a
es over the past two years is unusual The result is higher rates, market remsurance market correction, pre-
for the space market Indeed, from executives said dicted ACE USA's Mr Cassidy
about 1991 through early 1998, ACE USA's Mr Cassidy said that New U S government restnctions
space underwriters "made a fair "a fairly dramatic market correc- on shanng space technology infor-
amount of money" every year, even tion" began in May, though he noted mation with non-U S underwnters
though there were one or two rough that only a few risks have been also concern space insurance market
12-month periods dunng that span, placed since then executives Those restrictions, which
noted Jeff Cassidy, an executive vp U S Aviation's Mr Kundstadt came about as a result of alleged
m the aerospace division of ACE said rates are "moving back to Chinese efforts to steal U S nuclear,
USA m Philadelphia where rates should have been m or- military and satellite technology,
The space market's good loss ex- der for the business to make sense " could prompt non-U S underwnters
perience attracted a lot of new ca- Rates two years ago were 16% per to boost rates even higher than they
pacity, which drove down rates $100 of msured value, according to are now, market executives said
Recent milltary satelhte losses also Mr Clapham In addition, under- U S government oversight of
are playing a role in constricting the wnters were covering satelhtes dur- satellite launches and sales was
market While those laigely unin- mg the launch plus a year in orbit, moved to the U S State Department
sured losses do not impact under- double the traditional in-orbit cov- from the Commerce Department last
writers' "burning costs," they mflu- erage the market had provided March The State Department, en-
ence the teehmcal failure rates that Last year, rates dropped to 11%, forcing recent changes to the Inter-
underwriters consider, noted Chris- and rn-orbit coverage shot up to five national Traffic In Arms Regula-
tian Riedl, a manager in the space years, he said tions, requires all parties that want
department at Mumch Remsurance This year, the best risks negotiat- to discuss satellite technology with
Co of Mumch, Germany That is be- non-U S parties to obtain Technical
cause often the same manufactur- Assistance Agreements
The TAA approval process gener-
ally has taken four to six months,
market executives agree And, the
State Department sometimes does
not allow non-U S underwnters to

ers-and in some cases the same

'Rates certainly have

gone up in the last
several months, no

hardware-is used in both the com-
mercial and the military launches,
he explained
Several underwnters and brokers
agreed that the space Insurance doubt about that,'
market's maximum capacity-or says Ted Johnson.
what many called "theoretical ca-
pacity"-has not fluctuated lately by
any noticeable degree from between their technical meetings because of
$1 2 bilhon and $1 5 bilhon ed rates as low as 7%, market exec- the difficulty in obtaining timely
The market's usable capacity, or utives agreed Those risks, though, TAA approvals, executives said
how much underwriters genulnely did not necessarily obtam five years Indeed, ACE USA m July moved
are prepared to commit to a nsk, of in-orbit coverage, Mr Clapham part of its space msurance business
typically has been around half of said to Philadelphia from Bermuda to
Estimates of rate hikes since be- avert those problems, Mr Cassidy
That still has been more than am- fore the satelhte losses last spring noted
ple for most satellite launches Sin- vary from 40% to 100%
gle launches typically have required "Rates certainly have gone up in way," however, m discussions with
$175 millhon to $250 nullion in cov- the last several months, no doubt government officials on how to ex-
erage, though isolated launches have about that,” Aon's Mr Johnson sad pedite the approval process, said
requlred $400 nullion or more of “The market IS stlll finding itself space insurance attorney David Li-
coverage, market executives said But it has fluctuated a bit of late " ham, a partner Inth Pierson & Bur-
Now, though, some nsks may have Messrs Johnson and Eid also not- nett LLP in Washington His part-
a harder time finding as much us- ed that not all nsks w111l face the ner, Dennis Burnett, has been the
able capacity as they found m the same level of rate hkes firm's lead negotiator but was un-
past Mumch Re's Mr Riedl said rates available
Some market executives, mclud- for a satelhte risk wlll depend on the
ing Chris Kunstadt, manager of the type of launch vehicle and satellite government officials have not ac-
space department at U S Aviation and on the satelhte owner or opera- cepted any recommendations, they
Underwnters, say that is because tor have been receptive to the market's
underwnters have reduced their us- Besides pushing up rates, restnct- Ideas
able capacity over the past several ed capacity could help underwriters Several market executives in Lon-
months in what one described as "a very don said U S State Department of-
Other executives, such as Brian strong movement" to cut back the ficials are scheduled to visit them in
Moore, chairman of the Marsh Space duration of in-orbit coverage to late September to discuss the mar-
Projects division of Marsh Ltd in three years from five ket's concerns about the regulations
London, say capacity has not Mr Clapham noted there were But a State Department official
shrunk Instead, underwnters are more in-orbit problems than launch said the agency's approval process is
not as wilhng to commit their man- problems during 1998 laid out "by law" and cannot be
mum hne to a lisk ACE USA's Mr Cassidy said that modified m negotiations with the in-
"We are more careful now," said for now, at least, the best risks still surance market
Mr Riedl of Munich Re, which can negotiate long-term m-orbit The agency, however, can and has
coverage Difficult nsks wlll find the expedited approvals in cases involv-
He said the Insurer would make market is less flexible m its pricing ing impending launches, the official
available its full capacity of $55 mil- and its terms and conditions said
hon to a standard nsk It would re- Marsh's Mr Moore said that while

see all of the information they want
to evaluate, executives said

Some U S nsks recently have not
myvited non-U S underwriters to

maximum capacity

The market has made "some head-

Mr Lihani said that while the

wntes space insurance

In addition, the agency has re-
strict its capacity, however, for more the market is trying to restrict the ceived a $2 milhon budget merease
dificult nsks, Mr Riedl| said For duration of in-orbit coverage, ob- so the agency can hire 23 addihonal
example, he said, Munich Re would taining the coverage "tends to be a staffers to work on those approvals,
not make available its full capacity question of price more than any- she said
for the planned fall launch of Space thing else" And, the agency is working on ed-
Imaging's replacement IKONOS The near-term prospects for prle- ucating the industry on how to sub-
satelhte ing and capacity do not get any bet- mit TAA apphcations to minimize
Market executives said coverage ter Several executives said they ex- relections due to apphcation errors
for the launch currently is being pect that losses w111l dry up some of The official could not confirm
placed Marsh Ltd and the Marham their reinsurance support whether agency officials would be
Space Consortium at Lloyd's of If reinsurance support shrinks meeting with London market execu-
London are involved in placing and substantially, some space under- tives in September She said, howev-
covenng the risk wnters wlll find themselves in a er, that the agency is "interested in
Whether capacity is shrmkmg or bind, observed consultant Ric Park- ongoing discussions with the indus-
underwriters just are more cautious, er, a Greenwich, Conn -based rein- try and is looking for the best av-
several underwriters estimated us- surance consultant for captives and enues to pursue those efforts " Eli

Updates

Settlement reached in accident

Continued from page 2

The company that hired the dnver of the tractor trailer, Hammer Ex-
press Inc, and the dnver, Ricardo Guzman, each wlll pay $1 milhon

Mr Barry, Load Craft's attorney, said Alhed Products and Chrysler are
pursuing a contnbution action agamst minois Auto Electnc Co, which
does busmess under the name M&S Tr,ansport Services M&S, which was
a defendant m the case but did not participate m the settlement, inspect-
ed the chassis eight days before the accident and certifted that it was safe,
according to Mr Barry

MetLife to buy GenAmerica

NEW YORK-Metropohtan Life Insurance Co MIl acquire St Louis-
based GenAmenca Corp, parent of General Amencan Llfe Insurance Co,
and its submdianes forapproximately $1 2 bilhan in cash

The boards of both New York-based MetLife and General Amencan
have approved the transaction, which is sublect to approval by the Mis-
souri Department of Insurance

The Missouri department placed General American Life under volun-
tary supervision earher this month after General American officials told
the department they were unable to hquidate assets quickly enough to
meet the cash demands of instatutlonalcontract holders

MetLife said it would implement a stabillzation program to resolve
General Amencan's current financial problems and make good on the ap-
proximately $6 bilbon owed institutional mvestors

General American's headquarters wlll remain in St Louis The trans-
action is expected to take four to mx months to complete

Hurricane Bret soaks Texas

CORPUS CHRISTI, Texas-Humcane Bret's bark was worse than its
bite, leaving south Texas mopping up from heavy rains, but causrng far
less damage than ongmally feared might occur

The storm, with winds up to 140 mph, made landfall Aug 22 m Kenedy
County, one of the least-populated areas of Texas Heavy winds and ram
lashed Padre Island, Corpus Chnsti, Laredo and smaller communities
along the coast Four storm-related deaths were reported in the colhsion
of a pickup truck and a tractor-trailer that lost control when it hit stand-
mg water m Laredo

The Property Claims Services unit of Insurance Services Office Inc in
New York designated the storm a catastrophe, which means it expects in-
sured losses to exceed $25 milhon

Damage m Corpus Chnstt could total as much as $750,000, though not
all of that is insured, said Juan Ortiz, assistant emergency management
coordinator for the city, which self-insures its property nsks

Farmers Insurance Group last week reported 550 claims, mostly from
homeowners with minor wind damage Alistate Corp reported 158
claims, mostly for mmor wmd damage, with three flood claims

Meanwhile, storms began lining up in the Atlantic Ocean last week,
with Hui-ncane Denms threatenmg the Bahamas and projected to head
toward the Carolmas on the East Coast of the United States Forecasters

also said Humcane Cmdy would contmue on a northerly track far out in
the Atlanbc and mig the Urnted States

Fremont to take charge

SANTA MONICA, Callf-Fremont General Corp wnll take a $75 mil-
hon aftertax charge related to its property/casualty operations

The Santa Monica, Callf -based Insurer wlll take a $50 milhon third-
quarter charge related to workers compensation busmess and a $25 mil-
hon charge for asbestos and hability claims stemming from discontinued
operations

The charge for workers comp losses is needed because Fremont's rein-
surance recoveries are lower than expected, the company said

Briefly noted

Although a Ins Angeles Supenor Court Judge last week cut more than
$3.8 billion from a $4 9 bilhon judgment handed down m July against
General Motors Corp, the automaker sbll plans to appeal the verdict The
judge let stand $107 mllhon m compensatory damages that a jury award-
ed mx people who wereburned whenthegas tank of ther 1979 Chevrolet
Mahbu exploded in a 1993 colhsion, but he reduced the purubve damage
award to $1 09 bilhon from $4 8 bilhon GM contends the punitive dam-
age amount stllis excesmve Standard & Poor's Corp. has withdrawn
15 AA pi (pubhc information) rattngs of Overseas Partners Ltd., a Bermu-
da reinsurer amliated with Umted Parcel Service of Amenca Inc Over-
seas Partners walose a large volume of UPS-related business m the wake
ofarecentUS Tax Court ruling (Bl,Aug 16) Unistar Financial Ser-
vice Corp, a Dallas-based auto insurance holding company, has been ac-
cused of fraud in several shareholder lawsuits that followed a mld-July
drop in its stock pnce to $27 from $61.63 Tradmg on the Amencan Stock
Exchange was halted last month and has not resumed. The Texas
Workers' Compensation Fund is seeking approval from the Texas Depart>
ment of Insurance to pay its first dividend about $25 milhon to about
24,000 pohcyholders The fund also is refundmg almost $200 milhon to
Insurers that paid a mamtenance tax surcharge from 1992 through 1997
to pay debt service on revenue bonds. Those refunds also wnll be passed
along to pohcyholders A federal ludge m Phdadelphia has mven class-
action cetficatnon to suits agamst American Home Products Corp. seek-
mg medical momtormg for people who took the company's diet drugs
The ruling excludes those people hving in the six states where a state
court class-action already has been certifted. The federal class-action suit
Involves those people who took Amencan Home's withdrawn diet drugs
Pondimin or Redux for more than 30 days ...Legislation being drafted
by Rep Bernie Sanders, I-Vt., would slap a 50% federal excise tax on pen-
sion plan surpluses m situations where employers convert existing de-
fined benefit plans to cash balance plans and do not give vested partici-
pants the opportumty to choose between the old and new plan
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L I a b I I Ity nothing th_at would prepent lawsuits agamst that they would stiI_I be exposed to habil_lty It's 581nsurance Index
plan hducianes, meaning that the mcreased really unknown," said Mary Case, a principal at
costs "wlll be funneled back" to employers PncewaterhouseCoopers m New York 2,200
Contmued from page 1 For a variety of reasons, employers aren't "We don't know what land of protections the 2180

"The ruling of the external appeals entity that quite sure yet, but I think it's fair to say they are .aw could have that would make employers
there was no injury would preclude allhability," deeply suspicious" because of the use of the term comfortable There wAll be a lot of htigation ac-
according to the summary "discretionary authonty,” said Henry Saveth, an tivity even if employers ultimately are sheltered
The promise of safe harbors and other habih- attorney with Wilham M Mercer Inc in New if managed care plans are exposed to enormous
ty hmits, however, has not assuaged employer York who said he had discussed the measure habihty, who's going to pay for that? Employers
skepticism about the measure with several employers
"Certamly, employer hability rernams the key Accordmg to Mr Saveth, some of the ques- comfortable with any law that exposes health
element m any proposals that are cornmg out tions raised by the summary include "Will the plans to htigation," she said
now," said James A Klein, president of the actual text of the bill provde all of the protec-
Assn of Private Pension & Welfare Plans, a tions that are promised? Secondly, will the a utihzation review must be administered by a
Washington-based employergroup "Obviously, courts findloopholesm thatprotectionifthebill ph>sician or "appropnate specialist" and that
we're all golng to have to review the actual bill is finally passed?" plans must institute internal and external re-
language unth a fine-toothed comb because, rn He noted that representatives of Congress view procedures to review denial of coverage
matters of this type, the devil is in the details have told the business community many times If the measure becomes law, it also would re-
Beyond that, I'd Just say there's been alot of dis- before that legislation "would be protective of quire improved access to specialty and emergen-

cussion that employers are only on the hook if employers, but almost uniformly, when you look cy care and would allow easier access to obstet- Base.100 on Dec 29.1978
Source Nordby /ntemational Mc (nordby com) Boulder, Colo

they are malang a medical decision," he said at the legislative text, the protections are doubt- nc/gynecological and pediatric care Patlents

Mr Klein added, however, that he has "sever- ful " He added that employers point out that this would be guaranteed access to specified plan in-
al relomders" to that contention "The flrst is, summary is "kind of a tnal balloon for the open- formation, such as dispute resolution proce-
that's bad enough" because employers are often mg bid in the negotiations," and could "even dures States would be permitted to institute
involved m malang such decisions, he said change a lot before the House comes back in ses- more stringent patient protections for msurers

"But equally important, thils is an area that is mon, and certainly a lot more thereafter " covered by state law, but they could not require
gomg to be highly htigated before it is resolved "Employers mll, of course, be concerned a plan or insurer to "offer any specific benefits"
A lot of clever plaintiffs attorneys willl claim that about any expansion of hability However, the Meanwhile, the American Medical Assn en-
a lot of activity by the employer had a causal ef- Coburn/Shadegg blll looks hke a step toward dorsed a more-comprehensive patient protec-
feet on the decision,” he said genuine compromise for everyone We'11 know tion bill sponsored by Reps Charles Norwood,

"It's gomg to be a term that's going to be very when we see the bill's details,” said Tom Emer- R-Ga, and John Dmgell, D-Mich That measure,
broadly defined by those trying to ensnare em- ick, vp-benefits for Wal-Mart Stores Inc in Ben- which has won the White House's blessmg, IS
ployers in the net of hability," said Mr Klein tonvlle, Ark opposed by business and msurer groups They

Mr Klein added that, even if the hability is "We haven't seen any firm language The say it would subject them to unwarranted new

So Ithink the employer community is pretty un- 1,950

Other provisions in the measure mandate that 1,850

1,700
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given "the best possible reading" m terms of em- proof wnll be in the puddmg Basically, an em- liablhty, swellmg their costs and resulting m
ployer exposure, there is nothing that ranll carve ployer wall exercise fiduciary discretion, and un- more employers dropping their health care
out lawsuits against a group health plan and der Coburn/Shadegg, | thmk there's concern plans le:

Critical Y2K systems still need work: Study

By ELIZABETH LINDSEY
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Eastern September 1999 190/195 03/05
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Total volume O Total open interest 10,295

For information on PCS cat options, call the Chicago Board of
becomphantby Dec 31,99% anticipateanin- crisis center solely for handimg potential Y2K Trade at 312 435 3674
crease m systems failures cunng the remainder problems
A survey of maior U S companies and some of 1999 and m the future Already 75% of the re- In addition to developing crisis centers to help
federal, state and local government agencies spondents have expenenced Y2K-related errors solve their YZK problems, busmesses are inves-
shows that only 48% of those entities expect all Of those that have expenenced failures, 92% tigating whether their supphers are comphant
of their entical systems to be Y2K-comphant by said they involved financial miscalculations, The percentage of respondents that hsted them-
the year 2000 some caught and some resultmg m financial selves as potentially hkely or very likely to stop
The study, sponsored by Cap Gemint Amenca losses Another 84% identified processing dis- dealing with non-Y2K-comphant supphers of
of New York and conducted by Rubm Systems ruptions, 38% wrestled vr.th customer service goods and services rose to 92% from 87% over
Inc of Pound Ridge, NY, defined a critical sys- problems, and 34% luggled logistics or supply the last quarter
tem as one an organization needs to operate, chain problems In addition, 2% reported prob- Eighty-nme percent of respondents now think
such as bllhng or order-takmg lerns that caused business to stop for an extend- mdependent venficatlon is very important, com-
Responding to the survey were 144 mostly ed period of time pared with 52% in December
Fortune 500 U S companies and 17 government Currently, 81% of the respondents report Last December 65% of respondents said it was
agencies missing Y2K deadhnes That is down from the hkely they would use Y2K comphance as part of
Among respondents that don't expect to be 92% who reported missed deadhnes last May their marketmg messages, but now 89% say it is
fully comphant, 36% said about three-fourths to and December a good idea
virtually all their critical systems will be tested These missed deadlines illustrate how impor-
and comphant by Dec 31 But 18% foresee hav- tant Y2K readiness is becoming as Dec 31 comes For a copy Of the survey, contact Cap Gemin:
mg 75% or fewer of their systems ready closer, andmanagers are talang note Accordmg Amenca at 212-481-7000 and ask for the Year
Though almost half expect cntlcal systems to to the survey, 96% of respondents MIl have a 2000 Readmess Survey

Source Chicago Board of Trade

British Issues

Price P/E Div Yield 52-week

Companies pence pence 26 high-low
Gdn Royal Exch 360 56 43 12 423-227
Legal & Gen 175 21 7 36 26 237-142
Royal & Sun 530 18 3 23 0 55 633-455

Brokers

Lmbrt Fenchurch 86 83 42 62 94-58

T 268 122 120 56 272-166

Note Pnces are Aug 27 dogngs, other numbers from Aug 26

Source Nordby /nternattonal inc (nordby com) Boulder, Colo

Bi Industry Stock Report auc. 23, 1999, THROUGH AUG. 27, 1999

Weekly Year to date Yeartodate WEelly Year to date vear to date Weekly Year to date Yeartodate
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AXA UAP Group NYs ca.2s S04 1022 8025 =825 7° Panner Re Ltd NYS a7.00 0.34 1812 a650 3363 258 HMOs AVERAGE 261 a.08

Baldwin & Lyons Inc NDO 2100 233 1016 26.00 1850 25 Penn America Gioup Inc NYS o.50 133 270 11.88 813 s ALL COMPANIES AVERAGE 1.60 278

BeAdey W R Corp NDO 24.06 2.39 2870 36.50 22.63 880 PMA Capital Corporation NDO 2000 oesz 2.24 2113 1663 107

Berkshire Hathaway Inc NYS 64000.00 o.79 630 8110000 57000 00 E Philadelphia Cons Holding NDO 1006 317 1029 2ss0 18 63 146

Capital RE Corporation NYS 1281 376 34.50 s1.75 11.04 167 PXRE Corp NYS 1731 1080 3144 2000 1304 280

Capitol Transamerica Corp NAS 1400 oaa 2o8s 20.25 1250 12 Reliance Group Holdings NYS a60 azs 63.77 16.13 450 zaszs

Centris Group Inc NYS 8.00 =2a0 1467 1406 7.63 11s ReliaStar finan=ial Corp NYS aazs ooo 112 aos1 2900 1552

Chartwell Re NYS 1506 ©.40 3522 2963 1325 232 RenaissanceRe Holdings Ltd NYS 35.25 -0 53 242 asso 30.00 113
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Clt,group NYS ae.88 108 3906 51.75 1900 52154 scoa NYS as00 120 2a.62 e850 as.88 26

CNA Financial Corp NYS 3731 oso s09 4531 3300 271 SAFECO Corp NDO s6.19 o.70 1485 4675 35 00 2211

CNA Surety NYS 1319 -0.47 1172 1600 10.19 30 SCPIE Holdings lic NYS 2075 oss 1.04 3300 23.69 NA

Top advancing issues PXRE Corp, ING Groep NV , Argonaut Group. Leading decliners. Fremont General Corp, Accel International Corp, Frontier Insurance Group Most active issue: Citigroup The 8/Index rose 07%, the Dow Jones 30 Industrials fell
0 1%, the S&P 500 was up 0 9%, and the NYSE Composite dectined O 1%. Average P/E Brokers, 18.9, Insurers/reinsurers, 226, HMOs, 21.3.
Source Nordby /ntemational k (nordby corn), Boulder, CO
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Ruling prohibits some bad-faith suits mance improvement commitments from vendors, auditing The North Cal'olma Insurance Department also is looking mto
vendors periodically and implementing improvement plans, TPC's inappropriate use of a $1 milhon certificate of deposit
SAN FRANCISCO-The California Supreme Col.rt has comparing vendors annually to benchmarks, and sharing owned by the fund as collateral for a loan, according to Alex
prohibited bad-faith lawsuits against surety companies and vendor performance information with employees Spencer, special deputy commissioner at the department
overturned a pumtive damage award by a Los Angeles jury The survey, "Best Practices in Heal:h Care Vendor Man- Employers’ outstanding claims are being paid by the North
California permits tort damages for breach of the agement," is available for $50 by calling Watson Wyatt Carohna Self-Insurance Guaranty Assn
covenant of good faith and fair deal- Worldwide at 800-388-9868 PwC online financial education tool
ing only in insurance policy cases,
even though the covenant is implicit

Worke, deaths down in 1998: BLS

in all contracts Surety contracts are BOSTON-PncewaterhouseCoopers recently launched a new
listed as a class of insurance under WASHINGTON-A significant drop in Job-relatec homi- Internet-based onhne education service for employers to make
the state insurance code But surety cides is one of the main reasons 212 fewer workers died in available to their employees
| contracts are different from insur- 1998 compared with the previous year, according to the lat- Called the "FInancial Planning Campus,” the online tool con-
ance policies, a 4-3 majority of court est federal statistics tains personal finance mformation and interactive worksheets,
justices held in Cates Constructvon Inc us Talbot Partners The overall death tally of 6,026 last year was 3 4% less quizzes and
. . . i udi h
The case stemmed from a complaint by developer Talbot than the restated 6,238 in 1997, according to the U S De- PrRev@l#om znab‘; te:f
Partners that the surety company, TIG Insurance Co, failed partment of Labor's Bzireau of Labor Statistics In addition,
to pay when Cates Construction did not complete a condo- last year's tally was the lowest number reported since the ployers to
minium prolect An appellate court reduced to $15 million BLS began collecting that data m 1992 provide fl-
the jury's $28 milhon punitive damage judgment against the BLS also reported that there were 709 job-related homi- M nancial nancial edu-
ot cides last year, down 17 6% from 860 in 1997 There also . Avarenees caton and
ut the high court ruled that pumtive damages should not were declines in the number of workers killed after being :6JAJ - e o 2ning
be allowed and that a surety contract differs from an insur- struck by falhng objects or caught in runnmg machinery e 0 3ampie L-ourse services to
ance contract in several ways Parties to a surety are not "In contrast, worker deaths from highway crashes, from employees
seeking protection against a calamity, they are seeking pro- being struck by vehicles and from contacts with overhead courses
tection against the danger of a construction contract not be- power lines were at their highest levels during the seven- Th anal Pic WR@ Cer, 0, 1+ Annedle iner,Go Ple+z0 LI ¥ monwzi and C””‘?”t'y
ing completed, Justice Marvin Baxter wrote foi the maion- year perlod," according to the BLS report provided are
The federal agency also reported that the construction in- cash man-

The minority argued that surety contracts are similar dustry, which experienced 1,171 deaths m 1998, had the agement, insurance planning, Investment planning, tax plan-
enough to insurance and that the value of performance largest number of fatal work injuries in any mduscry ac- ning, retirement planning, estate planning, and stock options
bonds would be undermined by the disallowance of the counting for about 19% of 1998 fatallties The curriculum wall be continually expanded and can be cus-

punitive damages But the majority said it is up to state law- tomized at the request of client companies An employer, for ex-

makers to determine whether tort damages would benefit PBGC to take over three pension plans ample, can meludo.s a course called "Your.(..‘,ompany Benefits,"
the building developer industry which would describe the company's specific benefit plans and
. o . WASHINGTON-The Pension Benefit Guaranty Corp IS can include personaltzed onhne beneht statements
EEQOC settles age-dlscrlmlnatlon case taking over three massively underfunded pension plans A demonstration of the FInancial Planning Campus' capabill-
sponsored by Allegheny Health, Education & Research ties can be found at www pwcfps com
INDIANAPOLIS-The U S Equal Employment Opportu- Foundation, a Pittsburgh-based EEOC settles same-sex harassment suit
nity Commission has settled with Thomson Consumer Elec- health care system that is hqui-
tronics Inc and two Indianapolis chapters of the Interna- 1111311311311 1 datmg
tional Brotherhood of Electrical Workers a class-action law- The three plans, which have a MINNEAPOLIS-The U S Equal Employment Opportu-
suit involving allegations of age discrimination I B total of about 10,000 partici- nity Co_mmiss_i(_)n f';md Long Pl_’e_lirie I?acking Co , a meat pro-
The suit, filed by the EEOC on June 15, alleged that, m pants, are underfunded by an cessing facility in Long Prairie, Minn, have reached a vol-
1998, when Thomson closed and downsized two Indiana fae- estimated $40 milhon, with esti- untary $1 9 million settlement that resolves all claims in an
tories, older workers were offered fewer benefits in their mated assets of $127 nullion and EEOC lawsuit filed on behalf of a group of male employees
severance packages due to their age Those employees' jobs #1 B5O*rm-rma bamer habihties of $167 million who alleged they were sexually harassed at work
were moved to Mexico The loss is the PBGC's biggest The suit is the EEOC's first class action involving harass-

More than 800 former employees age 55 and older who re- this year and the highest since the 1997 takeover of an Allis- ment by men against men and disability-based harassment
ceived no severance payments, along with others, will share Chalmers Corp pension plan, which had a funding shortfall Part of the settlement includes LPP adopting a zero-tolerance

the settlement, which was paid entirely by the Circleville, of $63 milhon harassrnent policy
Ohio-based television parts manufacturer A A . The settlement is not an admission of wrongdoing by Long
A company spokesman said Thomson is not insured for Coors to appeal verdict in flrlng Prairie Packing, nor does it involve any judicial findings of vlo-
the amount of the settlement lation of law, the EEOC and LPP said
Neither Thomson nor the IBEW ever, at any time, intend- DENVER-Coors Brewing Co willl appeal its portion of a "This case demonstrates that the EEOC will move quickly and

ed to discriminate against any employee," according to a $1 4 million Jury verdict handed down earlier this month in aggressively to respond to problems of workplace harassment,
Thomson statement "On the contrary, our sole intern was to favor of a former Coors employee who alleged he was whether brought by men or women," EEOC Chairwoman Ida

help employees with extended pay, extended benefits and wrongfully terminated Gastre said in a statement
retranung assistance We steadfastly beheve that no age dis- Homer James, a 24-year veteran, filed suit in 1997 against The EEOC and LPP have agreed not to comment further on
crimlnation occurred " the Golden, Colo -based brewery and Yvonne Mannon, a co- the settlement
worker who accused him of sexual harassment, in U S Did- . . .
Using best p,actices helps costs: Survey trlet Court for the District of Colorado Personalized communications key: Survey
Mr James was one of eight men C oors fired in 1996 as a
Health care cost increases are much smaller for employers result of an investigation into alleged sexual harassment and CHICAGO-Employers overwhelmingly agree that person-
that do a good Job in using several best practices to manage misconduct Ms Mannon allied communication is important to their overall employee
their health care vendors, according to a Watson Wyatt ecificaIIX alleged that Mr 2 - T-' - == ——--- communication strategy, a survey shows _
Worldwide survey s accosted her oh at least The survey, released by Aon Consulting, also determined
Employers with health care cost trend increases of 5% or 400 separate occasions Mr how employers achieve this goal, whether they rely on onhne
less performed an average of 3 5 best practices well, the sur- James vehemently denied all communication, print or both, Aon said m a statement
vey found Employers with cost trend increases of 9% or the allegations Aon Vp Robyn Costello said the survey was conducted in or-
more performed an average of 2 7 best practices well, the After Coors’ appeals board der to better understand how employers are providing person-
survey found upheld Mr James' termina- allzed communication
Employers that perform more best practices well also en- tion, he sued Coors and Ms -- ' "We've gotten feedback that getting consistent information
joy greater employee satisfaction, the survey found Mannon, alleging, among oth- (to employees) is difficult to do,” Ms Costello said
Watson Wyatt sur- er things, discrimination, breach of contract, negligence, She emphasized that onhne personalized communication has
veyed 181 employers defamation, intentional interference with a contractual re- three attractive factors it is timely, cost-efficient and provides
eight best prac- lations}up and mtentional infhction cf emotional distress a consistent message
1/ Watson Wyatt t|CeS Tche Survey re- A Denver-based jury this month threw out five of the The survey showed that, although the use of onlme person-

spondents had, on eight claims, including claims of racial and gender discrimi- alized communication is becoming increasingly popular, print
average, 20,000 em- nation But it upheld claims against Coors for breach of con- personallzed communication is far from obsolete

ployees tract, against Ms Mannon for intentional interference with "Financial modeling tends to be an interactive process, so it's
For the average-size employer surveyed, using several best a contractual relationship, and against both parties for pnmarily an online tool Retirement planmng tends to be more
practices well led to $6 million in annual savings, according defamation print-ornented because organizations like to present employers
to Watson Wyatt Coors was ordered to pay $730,300, which includes with information which they can take to someone else They
"There was widespread agreement among human re- $200,000 m punitive damages on the defamation claim hke the pnnted format because it's more portable,” Ms Costel-
sources executives about best practices, but individual com- Ms Mannon was ordered to pay $655,001, which includes lo said
pany performance fell short of those practice standards," $325,000 in punitive damages on the defamation and mten- According to Ms Costello, results of the survey, conducted in
said Rich Ostuw, global practice director of health care con- tional interference claims June, were compiled from 205 responses from Aon Consulting
sulting Coors settled Ms Mannon's original sexual harassment chents, Fortune 1,000 compames and other local and regional
The top-four best practices the survey respondents identi- suit for $200,000, a spokeswoman said The brewery de- companies For a copy of the survey results, call 800-892-9892
fied are clined to comment about its Insurance . ) ) )
€Defining desired outcomes from vendors-91 % of re- . NCQA releases accreditation QUIde“neS
spondents rated It a best practice, but only 37% reported Regulators look at North Ca’OIIna TPA
that they performed it well The National Committee for Quality Assurance has re-
€Developing meaningful purchasing criteria-88% said it RALEIGH, N C -North Cal'ohna Insurance regulators are In- leased its final accreditation guidelines The NCQA will use
was a best practice, and 59% judged that they performed it vestigating a third-party admmistrator in the collapse of a the guidelines in evaluating managed care orgamzations for
well workers compensation self-insurance fund possible accreditation, starting in July 2000
€Performing routine vendor monitoring-88% sa-d it was Regulators earher this month began hquidating the National A draft of the guidelines was released ili March (BI, March
a best practice, and 51% said they performed it well Workers Compensabon Fund of North Carolina after it was dis- 22) Only minor changes were made to the draft guidelines as
€Having a formal strategy for managing vendors-87% covered that $750,000 belongrng to the fund was missing The a result of public comment, an NCQA spokesman said
said it was a best practice, and 45% reported they performed money had been transferred to TPC Administrators Inc, a Mon- The biggest change from the 1999 guidelines requires a

it well roe, NC, TPA that handled claims filed by the fund's 2,200 em- health plan to have an external, independent review of

The other best practices are obtaining multiyear perfor- ployers treatment denials
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