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Industry not ready
for e=risks: Study

By SARAH VEYSEY

Many risk managers in the
United States and Europe are
'overconfident and underpre-
pared" concerning high-tech
ri5ks, according to a new sur-
vey from The St. Paul Cos. Inc.

The survey received respons-
es from 1,350 major corpora-
tions in the United States and

13 European countries, as well
as 150 agents and brokers in
the United States who provid-
ed information about their

clients. It found that about

four in 10 risk managers char-
acterized their understanding
of technology risks as "poor to
fair," and a mere 10% of re-
spondents described their

knowledge of technology risk
as "excellent."

Although most companies
have introduced security mea-
sures to protect their computer
systems, many had not sought
to safeguard against liability
exposures, including computer
fraud, privacy violations, intel-
lectual property risks, defama-
tion and false advertising, and
professional liability, the sur-
vey found.

"This survey must serve as a

wake-up call," said Kae Lo-
vaas, vp-technology at The St.
Paul in St. Paul, Minn.

Conducted by New York-
based opinion research firm
Schulman, Ronca & Bucuvalas
Inc. on behalf of The St. Paul,

the survey found that although
risk managers said technology
risks were among the most

See Survey on page 29
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Cleanup orders not covered
under CGL policies: Court

SAN FRANCISCO-In a departure from
rulings by other state courts, California's
Supreme Court struck a blow against poli-
cyholders last week when it ruled that in-
surers are not obligated under comprehen-
sive general liability policies to indemnify
policyholders for pollution cleanup orders
issued by government agencies.

In Certain Underwriters at Lloyd's of
London et at. vs. Powerine Oil Co. et al.,

the high court ruled 5-2 that rulings in
See Updates on nezt page

Fraud prosecutions
may lower comp costs

By MEG FLETCHER

A growing push on the part of
some prosecutors to investigate
and seek indictments for workers

compensation fraud by employers
may prove a boon to law-abiding
insurance buyers.

"Workers compensation premi-
um fraud costs honest employers
millions of dollars of unfairly as-
sessed premiums each year," said
Sam King, vp of the Western divi-
sion for Morrisville, N.C.-based
MJM Investigations Inc.

Losses in the workers comp sys-
tem involving such fraud are
spread to law-abiding companies,

creating higher operating costs
that make it difficult for them to

compete for bids with the compa-
nies that cheat, he explained. Pre-
vi)usly, Mr. King directed the
special investigations unit of
Golden Eagle Insurance Corp., a
subsidiary of Boston-based Liber-
ty Mutual Insurance Co.

Typically, an employer commits
premium fraud by underreporting
its number of employees. Another

type of fraud involves a company
misrepresenting the kind of work
it does to avoid the higher premi-
um charged for riskier businesses.
For example, a construction com-
pany may tell its insurer that it is
engaged principally in office
work. An employer also can ma-
nipulate its experience rating
modification factor, which com-

pares that company's losses with
industry averages in a calculation
designed to permit safer compa-
nies to pay lower premiums.

See Fraud on page 29

Record enrollment for new benefit

Statet LTC plan a success
By JERRY GEISEL rarely exceeds 8% of those eligi- During enrollment last fall, 18%

ble and often is in the 5 % to 7 % of the state's 61,000 eligible em-
ST. PAUL, Minn.-By promot- range, benefit experts say. ployees either purchased coverage

ing a limited number of benefit rhe low enrollment rate typical- for themselves, their spouses or
options, offering online enroll- ly is attributed to unwillingness parents.

ment and educating participants, or. the part of many employees to A key factor in Minnesota's high
the·state of Minnesota achieved consider and plan for the risk of enrollment rate was that it gave
enrollment in a long-term care in- b€ing unable to take care of basic employees a wide array of benefit
surance program that was more needs. options without overwhelming
than double what is typical for While LTC insurance plan en- them with too many choices at
such programs. rollment often has been a disap- once.

While roughly 2,500 employers pointment, a new plan sponsored "We wanted choice, but we also
now offer long term care insur- by the Minnesota Department of wanted simplicity," said Paul
ance programs, which reimburse Employee Relations and under- Strebe, health policy analyst with
beneficiaries for such expenses as written by a unit of CNA Finan- the Minnesota Department of
nursing home stays, enrollment cial Corp., is a notable exception. See Minnesota on page 28

L.A. digs out of tunnel debacle
New sewer project insured ,
By ROBERTO CENICEROS

LOS ANGELES-Among the
California catastrophes and de-
bacles etched upon the minds of
underwriters nationwide is the

construction of the Los Angeles
Metropolitan Transportation
Authority's subway tunnel, com-
pleted one year ago.

The MTA's risk manager for
the project went to prison for ac-
cepting kickbacks from consul-
tants. Hundreds of business
owners sued the MTA for busi-

ness interruption and.property
damage losses, after the ground
along the tunnel route sank as
much as 10 inches in some

places. The MTA sued its prima-
ry liability and workers compen-
sation insurer after the insurer

declined to renew coverage. And
investigators from the California
Occupational Safety and Health

Administration, responding to
complaints from nearby proper-
ty owners, swooped in, looking
for violations.

Because of the MTA's history,
underwriters remain wary of in-
suring Southern California tun-
nel construction projects, said
Leslie Curry, executive vp in Los
Angeles for Aon Risk Services
Construction Services Group for
Southern California. "The LAM-

TA painted Southern California
just horribly from an underwrit-
ing perspective," Ms. Curry said.

So when the city of Los Ange-
les sought to implement an own-
er-controlled insurance program
for two connecting sewer con-
struction projects with a com-
bined cost of $400 million, it had

to contend with the history of
the MTA project, said Ms. Curry
and Victor T. Parker, a risk

See Tunnel on page 28
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Los Angeles had to convince insur-
ers that problems that plagued a
subway project wouldn't affect a
sewer project.
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Cleanup orders not covered: Court
Continued from previous page
civil lawsuits-not administrative agency orders-trigger an insurer's
duty to indemnify policyholders for "all sums the insured becomes
legally obligated to pay as damages."

The duty to indemnify does not extend to any expenses required by an
administrative agency, Justice Stanley Mosk wrote for the majority.
"The provision imposing the duty to indemnify does in fact do so with a
limitation to money ordered by a court.We cannot, and will not, act as if
it did not," he wrote.

Writing for the dissenters, Justice Joyce L. Kennard said if an insurer
will not pay for a policyholder's compliance with a cleanup order the
policyholder's only option might be to decline to comply, forcing the
government agency to sue and trigger the duty defend and possibly the
duty to indemnify.

The big losers are the environment and public health, as the govern-
ment will be forced to litigate, delaying effective remediation of envi-
ronmental pollution, she added.

Other state courts that have weighed in on the issue have found for
policyholders, said David B. Goodwin, a partner in the San Francisco
office of Heller Ehrman White & McAuliffe, who represented Powerine
before the high court.

In a 1998 case, the California Supreme Court ruled that CGL insurers
do not have a duty to defend policyholders against cleanup orders is-
sued by government agencies.

Anthem seeking to demutualize
INDIANAPOLIS-Anthem Insurance Cos. is seeking to convert to a

publicly traded stock company from a mutual insurer.
Under the proposal, the full value of the company would be paid in

common stock to Anthem's eligible members. The stock payment would
likely include more than 1 million members covered under Anthem
health plans; primarily, the eligible members live in Connecticut, Indi-
ana, Kentucky and Ohio, according to a spokeswoman for Indianapolis-
based Anthem.

Anthem is the Blue Cross & Blue Shield licensee in eight states, and it
provides health insurance products to more than 7 million customers
through a variety of plans, including health maintenance organizations
and for-profit subsidiaries.

The spokeswoman noted that the move will help the company to ob-
tain capitalit needs to invest in technology and to pursue growth oppor-
tunities.

If approved by Anthem's board of directors, the demutualization is
expected to be completed by the end of this year. The move also requires
approval from regulators and Anthem members entitled to vote on the
plan.

New York-based Goldman Sachs Group Inc. is serving as Anthem's
lead financial adviser.

Frontier, Berkshire broaden deal
ROCK HILL, N.Y.-Frontier Insurance Group Inc. has expanded its

aggregate reinsurance deal with Berkshire Hathaway Inc. to include
business written by its Frontier Pacific Insurance Co. unit and surety
bonds written by the group.

Limits of the reinsurance, provided by Berkshire's National Indemni-
ty Co. subsidiary, will also increase to $858.6 million from $800 million,
Frontier said. Under the amended agreement, National Indemnity will
cover the net loss and loss adjustment expense reserves for:

• Frontier Insurance Co. for 1999 and prior years, up to $811.5 mil-
lion.

• Frontier Pacific for 1999 and prior years, up to $47.1 million.
• Surety business written during 2000, including claims made after

2000 on bonds in force during that year and for required extensions and
renewals of the bonds. The coverage excludes bail and appeal bonds.

At the same time, Frontier has agreed to substitute National Indemni-
ty for Zurich Reinsurance (N.A.) on a stop-loss reinsurance contract
that was in effect from 1995 to 1998. Terms of the contract will remain

unchanged.
Separately, Frontier dropped its objection to the New York Stock Ex-

change's plan to delist the insurer's stock for failing to meet capital and
other requirements (see story, page 31).

Prison term for Louisiana regulator
NEW ORLEANS-Louisiana Insurance Commissioner Jim Brown

was sentenced last week to six months in prison and was fined $50,000
for lying to federal investigators.

Judge Edith Brown Clement of the U.S. District Court for the East-
ern District of Louisiana sentenced Mr. Brown on five counts of lying
to an FBI agent.

In October, a jury acquitted Mr. Brown of 43 charges, including in-
surance fraud and witness tampering, stemming from the liquidation
of Cascade Insurance Co. (BI, Sept. 25, 2000). The jury convicted him,
however, on charges of lying to investigators. Judge Clement last week
threw out two of the seven counts on which the commissioner had been
convicted.

Mr. Brown is the third consecutive Louisiana insurance commission-

er to be convicted on federal charges.
Mr. Brown's attorney, William Jeffress of Miller, Cassidy, Larroca &

Lewin L.L.P. in Washington, said the commissioner will appeal the
sentence. Mr. Jeffress said that process would take at least several
months.

A spokeswoman for the Louisiana Department of Insurance con-
firmed that Mr. Brown remains suspended without pay until his ap-
peals are exhausted. J. Robert Wooley remains acting insurance com-
missioner.

See Updates on page 30

Nonprofits create RRG
to cover liability risks

By JERRY GEISEL

SANTA CRUZ, Calif.-Charita-

ble nonprofit organizations soon
will have access to a new insur-

ance vehicle.

A new risk retention group, Al-
liance of Nonprofits for Insurance
Risk Retention Group, which was
recently licensed in Vermont, will
offer charitable nonprofit groups
up to $1 million in primary cover-
age for a wide range of risks, in-
cluding general liability, miscella-
neous professional liability, direc-
tors and officers liability, improp-
er sexual conduct liability and

commercial auto liability. Up to
$10 million in umbrella coverage
also will be available.

Initially, the RRG will offer
coverage to charitable groups in
Colorado, Delaware, the District
of Columbia, Maryland, Nevada
and Virginia. It expects to write
its first policies by June.

Eventually, the risk retention
group plans to write coverage in
every state except California.
Within a decade, the group could
generate about $20 million in an-
nual premiums, said Pamela
Davis, the RRG's president and
chief executive officer.

The RRG was modeled after the

Nonprofits' Insurance Alliance of
California, a Santa Cruz-based
risk pool that was organized
about a dozen years ago, when
charitable organizations in Cali-
fornia faced soaring premiums.
NIAC has since grown to 2,500
members, including organizations
such as boys' and girls' clubs,
homeless shelters, food bank cen-
ters, day care centers, and after-
school and senior centers. NIAC,
which is growing at the rate of
one new member a day, now has
an annual premium flow of more

See RRG on page 30

Senate complicates reform
Split between GOP, Dems makes big tort reforms unlikely

By MARK A. HOFMANN

WASHINGTON-Despite the
inauguration of a president who
supported their cause as gover-
nor of Texas, tort reform advo-
cates will have to avoid the

temptation to overreach if they
want to gain congressional ap-
proval for their proposals, says
one of its most-ardent support-
ers.

Robert A. McConnell, chief
lobbyist for the Washington-
based Civil Justice Reform

Group, said the change in the

White House has been accompa-
nied by a change in the makeup
of the Senate that will make en-

acting reform even more diffi-
cult than it had been in the past
Congress.

Mr. McConnell made his com-

ments during a discussion last
week at the Washington Legal
Foundation.

The new president "will be
weighing very carefully" what
he supports, said Mr. Mc-
Connell, who noted that Presi-
dent Bush hasn't yet "solidi-
fied" into legislative language

any tort reforms he might pro-
pose.

Mr. MeConnell said the

change in leadership of the
House Judiciary Committee will
have little effect on the commit-

tee's tendency to support tort
reform initiatives. While three-

term Chairman Henry Hyde, R-
Ill., was barred from serving an-
other term as chairman by
House GOP rules, he was re-

placed by Rep. James Sensenn-
brenner, R-Wis., who also sup-
ports reform.

See Reform on page 30

Icahn offer may be a spoiler

Restru cturing negotiations drag
By GAVIN SOUTER

PHILADELPHIA-Reliance In-

surance Co., a Philadelphia-based
unit of Reliance Group Holdings
Inc., has been placed under for-
mal supervision by its principal
regulator, the Pennsylvania In-
surance Department.

But the troubled insurance

unit still has not concluded its

negotiations with the Insurance
Department and creditors in re-
gard to a financial restructuring.

The supervision order, filed last
week, comes five months after the

struggling insurance company
agreed to increased oversight of
its activities by its regulators.

The current order updates the

NS/DE

previous agreement, imposing runoff of the company's opera-
some additional controls and pro- tions, submit annual reports on
viding for the Insurance Depart- the runoff, provide quarterly re-
ment to have an onsite represen- ports on reinsurance collections
tative at Reliance's offices in both and submit regular quarterly fi-

nancial reports.
The insurer is also

barred from dispos-

Reliance ing of significant as-
sets without prior
approval from the
Insurance Depart-
ment.

New York and Pennsylvania. Reliance Insurance Co.'s super-
Terms of the supervision in- vision order is just one part of a

clude requirements for Reliance restructuring that the insurer's
Insurance Co. to: provide monthly parent is trying to negotiate with
financial information to the In- regulators and creditors.
surance Department, submit and New York-based Reliance

regularly update a plan for the See Reliance on page 30

• Former New Jersey Gov. Christine Todd Whitman
ought to bring much-needed flexibility and balance to the
Environmental Protection Agency, this week's editorial
says PAGE 8

• The United Names Organisation, which represents
many of the names that brought the failed Jaffray vs.

Lloyd's fraud case, has described the settlement proposal
from Lloyd's of London as "unacceptable " PAGE 23

• In Taking Stock, Myron M. Picoult writes about the his-
torical performance of insurance industry stocks com-
pared with the broader market. PAGE 27
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Whitman expected to be evenhanded
Newly installed EPA chief receives bipartisan support

BY MARK A. HOFMANN

mployers and insurers expect former
New Jersey Gov. Christine Todd Whit-
man to clear the air a bit as she takes
the reins at the Environmental Protec-
tion Agency.

They expect Ms. Whitman, who last
week won Senate approval to head the EPA, to
be more willing to listen to business' concerns
than was her predecessor, Carol M. Browner.
In addition, business interests look for greater
flexibility in the administration of environ-
mental programs such as Superfund-an as-
sessment the former Republican governor did
nothing to dispel during her confirmation
hearing before the Senate Environment and
Public Works Committee last month. In fact,
she stressed her commitment to promoting vol-
untary cleanups of contaminated sites and the
use of market-based strategies to pursue cer-
tain goals.

But even those who most warmly welcome
Ms. Whitman's appointment as the EPA head
don't expect her to be an unquestioning tool of
business. As she noted during her confirmation
hearings, while she favors using the carrot of
voluntary compliance, she would not hesitate
to use the stick of enforcement and penalties to
meet environmental goals.

"Her attitude is "Yes, we do want to keep the
country in good shape and we do want to be
environmentally sound, but how do we grow?
We want to find a middle ground,' " said Billie

Fae Fuschi, vice chair of the Risk & Insurance
Management Society Inc.'s external affairs
tearn.

"She's not the type of person who is going to
be a yes person for Bush, either. She's her own
person. If people are worried about her being a
puppet, that's not going happen," said Ms.
Fuschi, who is director-workers compensation
for Methodist Healthcare in Memphis, Tenn.

Ms. Whitman's approach in New Jersey
showed an "understanding, clearly, that eco-
nomic development and business development
was an important component" of addressing
environmental issues, said Bob Hallenbeck, se-
nior vp-government affairs for environmental
risk management and insurance company ECS
Inc. in Exton, Pa. "At the same time, she did an
excellent job of understanding that, with the
environmental situation that New jersey has,
there could have been an imbalance in favor of
the business community," he said.

But Ms. Whitman's record in New jersey
suggests that she usually prefers the carrot to
the stick when it comes to cleanup. New Jer-
sey's "brownfields" program-which, like oth-
er states' programs, focuses on cleaning old in-
dustrial sites and restoring them to some sort
of use-is among the most successful in the
country. According to a study posted on the
Northeast Midwest Institute's Web site, 2,431
voluntary cleanup memorandums were signed
in 1999 in New Jersey alone, the last year for
which data is available. That was a jump of
nearly 30% from two years earlier, according

I./ -I .6
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A formerly polluted Chesapeake, Va., site was cleaned after a
company bought it from Birmingham Steel Corp.

Reclamation firms
see profit, not risk
in pollution sites

By JOANNE WOCJIK

n 1997, Birmingham Steel
Corp. of Birmingham, Ala.,
successfully removed a $2
million environmental lia-

bility from its balance
sheet by transferring own-

ership of its polluted site to an-
other company, a novel entity
that purchased insurance to
pay for any cleanup cost over-
runs and to ensure that any fu-
ture first- and third-party lia-
bility was covered.

Emsource, the company that
assumed liability for cleanup of
the site in Chesapeake, Va., is
one of a handful of entre-

preneurial businesses spring-

ing up around the country to
provide such a service. Their
growth has been fueled by the
increasing availability of envi-
ronmental insurance, according
to Bruce Amos, a former man-
aging underwriter at ECS Inc.
who formed such a company
last September.

These companies that engage
in real estate environmental

reclamation operate on the
simple economic principle-
buy low and sell high, ex-
plained Mr. Amos, now a part-
ner in Emanon L.L.C. of Irvine,
Calif.

"The reason the price of the
property is low is because it's

See Cleanups on page 6
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The Senate confirmed Christine Todd Whitman
last week as EPA administrator.

to the institute, which is a nonpartisan Wash-
ington-based think tank "dedicated to eco-
nomic vitality, environmental quality and re-
gional equity" for 18 states that stretch from

Maine and Maryland across to Iowa and Min-
nesota, according to the NMI's mission statement.

Although New Jersey's voluntary cleanup pro-
gram began in 1992-a year before Ms. Whitman

See Whitman on next page

Brokers see green
from marketing

environmental cover
By SALLY ROBERTS

eizing what they see as a
big opportunity, many
brokers have set their

sights on the environ-
mental insurance busi-

ness.

Better education and policies,
lower premiums and more-de-
tailed disclosure requirements for
corporations have contributed to
increased awareness of environ-
mental coverages. At the same
time, brokers say environmental
liability has become an integral
feature of many transactions,
from property redevelopment to
divestitures, to mergers and ac-
quisitions, creating a need for
more environmental consulting
services and insurance.

To fill that need, many brokers
have recently formed dedicated
environmental practice groups
staffed by lawyers, engineers, sci-
entists and other experts.

Industry sources say that, due to
the technical nature of environ-
mental risks, brokers haven't al-
ways had the expertise to address
environmental insurance needs.

"In the 10 years that I've been in
the environmental insurance busi-
ness, I've seen more deals messed
up because of broker involve-
ment," said Robert Maier, world-
wide environmental practice lead-
er for Chubb Corp. in Warren,
N.J. "Brokers didn't understand
how the policies worked...and
they didn't have the people
trained to comfortably sit in front
of a potential client with a need,
understand the need and parlay
that into a product in the insur-
ance market."

Dave Dybdahl. founder of the
Society of Environmental Profes-
sionals in Madison, Wis., said that
to succeed in the environmental
business, a broker needs experts
who understand everything from
"an underground storage tank in
Florida to a wrap-up on a nuclear
bomb plant decommissioning."

"That's where the shortage is,"
said Mr. Dybdahl, who formerly
headed the environmental risk
practice for Willis Group Ltd.
"There are not many people with
that kind of experience in the bro-
ker spectrum:

Environmental insurance is

"complex and, as a result, bro-
kers' involvement is very, very
limited because there are very few
individuals in the broker commu-
nity that rea[ly have the knowl-
edge of how to structure these
kinds of transactions," said John
Theiss, principal of guaranteed
business solutions for ARCADIS
Geraghty & Miller Inc., an envi-
ronmental engineering firm in
Phoenix.

But that seems to be changing.
"In the kast six to eight years:

the market leaders have spent a
lot of time educating brokers on
environmental liability," said Neil
Wernick, senior vp-marketing and
communications for ECS Inc., an
Exton, Pa -based underwriting
manager specializing in environ-
mental coverages. ECS is a wholly
owned subsidiary of XL Capital
Corp. "We're working more in-
depth with brokers than ever be-
fore so they can become a greater val-
ue to clients. In addition to informa-
tion, we also continue to provide risk
control services to-help better manage

See Brokers on page 14
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Whitman
Continued from previous page
was elected-her administration

pushed for changes that resulted in
the Brownfields and Contaminated

Site Remediation Act, which she
signed into law in 1998. The 1998
act built upon the original volun-
tary program by adding liability
relief from third-party lawsuits for

developers and voluntary parties.
The act also created several inno-

vative financing programs de-
signed to encourage brownfields
development.

Alan Bressler, senior vp of Marsh
Environmental Practice in Atlanta

and a member of the advisory
board of Chicago-based National
Brownfields Assn-a nonprofit as-
sociation that promotes brown-

fields development-said that New
Jersey's brownfields program has
successfully used somewhat inno-
vative financing strategies and is
accomplishing its redevelopment
goals. But, "on the downside, they
haven't done nearly as good a job
of marketing and packaging" the
reforms to attract more develop-
ment in the brownfields areas, un-
like neighboring Pennsylvania, Mr.
Bressler added.

"Brownfields was a very high
priority in New Jersey," said John
Arlington, assistant vp-federal af-
fairs for the American Insurance

Assn. in Washington. He said he
believed that such efforts would be

a priority for a Whitman-led EPA
as well. The notion of brownfields

redevelopment "really fills the
bill" with regard to balancing en-
vironmental and business interests

in the matter that has marked Ms.

Whitman's tenure in New Jersey,
Mr. Arlington said.

Ms. Whitman's environmental

approach in New Jersey could ease
tensions that often arose between

Congress and the Clinton adminis-
tration over environmental issues,
according to some Capitol Hill ob-
servers.

"I think it will be a much more

productive give and take between
Congress and the administration
regarding the whole range of envi-
ronmental matters, particularly in
the area of brownfields-that real-

ly has been held hostage for politi-
cal reasons," said Francis D.
Bouchard, senior vp and director-
federal affairs for Zurich Financial

Services Group Inc. in Washing-
ton.

"I think her experience will gen-

erate some creative, nontraditional
approaches to some of these prob-
lems. She brings a substantive
knowledge of environmental policy
that is rare in today's political are-
na," he said,

"On Superfund, we're hoping
that she's going to be a little more
flexible," said Keith McCoy, direc-
tor-environmental quality for the
National Assn. of Manufacturers

in Washington.
"We'd like to see, hopefully, a re-

duction of some of the red tape
within EPA. We would have high
hopes for anybody that would be
in that position-what EPA does
directly affects what happens with
many of our member companies.

"We would like to see that there

be more consistency within the
EPA regions," he added. The
EPA's regional offices do not al-
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ways interpret regulations in the
same manner, and large companies
"have trouble kind of figuring out
how each region will respond to
regulations coming out of the
headquarters," said Mr. McCoy.

"Her record indicates she should

have a balanced administration,"
said Ken Schloman, Washington
counsel for the Alliance of Ameri-

can Insurers. "I would expect her
to take a practical approach in get-
ting problem sites cleaned up as a
priority, rather than getting into
extended litigation to determine li-
ability. I think we're looking for
more flexibility and would certain-
ly urge her to look at the entire
program to uncover the systemic
flaws that everyone has been talk-
ing about since the program's cre-
ation. And we would definitely
urge her to address these flaws-
the liability scheme is one of the
primary ones."

"One of the biggest impediments
to environmental cleanup has been
the lack of consensus on Super-
fund reform," said Mr. Bressler of
Marsh. "To that extent, the admin-

istrator has only so much influence
she can wield at the end of the day.
Getting consensus has been the
Achilles' heel of Superfund re-
form."

The Sierra Club, which opposed
Gale Norton, President Bush's
choice for interior secretary, issued
a statement that called Ms. Whit-

man's record "mixed," but added
that, "on balance, we believe the
Sierra Club could work with her"

as EPA head. In its statement, the
environmentalist group took Ms.
Whitman to task for cutting New
Jersey's environmental enforce-
ment budget, but praised her for
protecting open space in the na-
tion's most densely populated
state.

"Whomever the choice, one of
the first challenges the next EPA
administrator will face is holding
General Electric responsible for
cleaning up the (polychlorinated
biphenyls) they dumped in the
Hudson River. From forcing corpo-
rate polluters to clean up their
messes to advocating smart growth
solutions to suburban sprawl, we
need an EPA administrator and

White House committed to pro-
tecting America's environment for
our families and for the future,"
said the group in its statement.

General Electric Co. is currently
suing the EPA in federal court over
the constitutionality of a portion of
the Superfund law that allows the
agency to order cleanups without
any outside review (BI, Dec. 18,
2000). The EPA is ordering GE to
clean up PCBs that it legally dis-
posed of in the Hudson River over
a 30-year period that ended in the
1970s.

"The big question as to how Ms.
Whitman is going to differ depends
on whom she surrounds herself

with as top deputies at EPA, be-
cause I think she's going to be de-
pending a lot on them for policy
recommendations," said AIA's Mr.
Arlington.

"She turned out not to be a

shrinking violet: When she sees an
important issue, she really grabs
hold of the thing," he said. "I
would expect her to be the same
thing at EPA."

"In a lot of ways, being the EPA
administrator is the most difficult

job in the administration, because
no matter what you do, there's al-
ways somebody complaining about
it. For EPA, it's very difficult to
declare victory on anything-in
the environmental area, the work
is never done."

"In a lot of ways, I bet being gov-
ernor of New Jersey is very similar
to that," Mr. Arlington said. m
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Cleanups
Continued from page 3
contaminated," he said. 'What you try
to do is get it cleaned up at minimum
cost for better reuse. And the new use

makes the land mom valuable."

"Say, itwasused forfuel oil storage,
but now it's a shopping center," Mr.
Amos said, providing an example. The
key, he said, is to "find a site that can
be cleaned for higher use."

And while companies such as Em-
source and Emanon profit from such
deals, the former property owners also
benefit, since they can remove the lia-
bilities from their balance sheets.

"An environmental liability looks
the same way debt does on a balance
sheet. It just has a lot more prickly
edges to it," said David Critchfield,
president of Portland, Maine-based
Emsource.

But transferring the property to a
third party that takes responsibility
for the cleanup-with the approval of
environmental regulators-essentially
cancels out that "debt," Mr. Critch-
field said.

"We acquire the liability, but the
client pays the discounted present val-
ue of the expected cost of cleanup," he
explained. So, in essence, he said,
"they are paying Emsource to take the
liability off their hands."

Emsource also finds buyers for
properties after they have been
cleaned up, and it shares some of the
profits with the former owners, Mr.
Critchfield said.

Using a dividend system by which
Emsource, the cleanup contractor and
the former properly owner share por-
tions of any greater-than-expected
revenue produced by the land sale,
"we make sure the client benefits if the

property is sold for any valuable cur-

rency," he said.
Such deals also can make the prop-

erty owner's risk manager look good,
said Dave Dybdahl, the formerhead of
Willis' global environmentalinsurance
practice and founder of the Society of
Environmental Insurance Profession-

als in Middleton, Wis.

"If apiece of property is being sold,
the buyer will always come up with
the worst-case cleanup scenario, while
the seller will want to take the least-

cost scenario," 1VIr. Dybdahl said.
He gave the example of a $50 mil-

lion office building that has asbestos
that must be removed and that is up
for sale. The seller, he said, may get an
engineering estimate stating that it
will cost $1 million to do the removal,
while the buyer will obtain one saying
it will cost $5 million.

"How do you bridge the gap?" Mr.
Dybdahl asked rhetorically-with in-
surance, he said.
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If the seller can provide a $5 million
insurance policy to the buyer, at a pre-
mium of $300,000, and puts $1 milhon
into a trust to pay for the cleanup, he
said, "itwilllookliketherisk manager
added $3.7 million straight to their
bottom line."

"The only problem is," Mr. Dybdahl
said, "that risk managers ate rarely in-
volved in the transaction until it's too

late."

The Birmingham Steel for decades
operated a "rolling steel mill" on the
site that used scrap metal-in this
case, old caa-to make new steel. Un-
fortunately, thjs Imycling process pro-
duced waste material called "aut-

ofluff," which contains contaminants
such as arsenic and lead.

About half of the site, roughly 52
acres, had been tainted by autofluff.
As a result, the site was added to the
U.S. Environmental Protection Agen-
cy's list of polluted landfills under the

The market is awash in capital.

It flows in your direction as

long as your need can be met

with standard products. If not,

the conventional markets stop

the flow.

Enter Centre.

When conventional sources

of risk capital are stymied, we

make deals happen. Helping
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through unique forms of credit

enhancement, financial products

and insurance coverage.

Reinventing

Capital

CENTRE

A member of e S Zurid Financi¢,1 Sen,ices Gmup

p· ir     '... 'Zurich w„*,nies that am members of Ihe Al,kh Anancial Senices Gr»up. Produm m«y
41-1-229-9500 not be available in o#ju,i,diction ©2000 Centre Group Holdings Limited

Resource Conservation and Recovery
Act, a law akin to Superfund.

To facilitate the cleanup and liabili-

ty transfer, Binningham put $1.5 mil-
lion into a trust. That amount was

about $200,000 more than the $1.3
million cleanup estimate provided by
contractors.

Emsource then purchased a com-
mercial property redevelopment poli-
cy from Exton, Pa.-based ECS for
about $113,000. The policy, Mr. Amos
said, would provide $2 million in addi-
tional cleanup funds should the cost of
the remediation exceed the original es-
timate. Mr. Amos served as the under-

writer on the project.
The CPR policy provides an addi-

tional $1 million in first- and third-

party liability coverage to pay for any
future cleanups should any previously
unknown contamination be found on

the property or on neighboring prop-
erties, for up to five years after the
cleanup, Mr. Amos said. The policy
also pays should government regula-
tons make cleanup standards more rig-
orous, neeessitating further remedia-
tion, Mr. Amos said.

"This is the part that makes CEOs
lose sleep," said Mr. Critchfield of Em-
source. "Without that insurance pro-
gram, we couldn't provide the assur-
ance to our client, if additional envi-
ronmental measures were needed, that
there would be funds available to sat-

isfy regulatory requirements"
Fortunately for Emsource, the re-

mediation came in under budget, and
Emsource kept the additional funds.
Mr. Critchfield declined to say how
much under budget the project was.

Since the cleanup, a portion of the
site has been sold to ORCA Yachts of

Chesapeake, which was named as an
additional insured on the CPR policy.
The investment bank involved in the j

ORCA transaction also was added to ,

the policy, and both Emsource and ,
Binningham Steel will continue to be
covered by the policy until it expires in
2002, Mr. Critchfield said. After that,
any orall of the parties have the option ,
to renew the liability portion of the

coverage, he said.
"I think it's one of those success sto-

ries of working with a group to do
what's right," said Wynn Calland, di-
rector of environmental safety, health
and risk management at Birmingham
Steel, about the cleanup and liability
transfer.

Mr. Calland said that he didn't feel

comfortable commenting further.
"I know this type of arrangement

has been going on for many years in j
other industries," he said, but "this is 
the first time Birmingham Steel has
been involved in something like this."

Meanwhile, Emsource is touting the *
Birmingham Steel cleanup project on
its Web site in an effort to attmet simi- W

lar deals. The Web site also is being
used to market the remaining 42 un-,
sold acres of the property.

"We just closed a deal in November
on a larger site in New Jersey, and sev-
eral others are in the works," Mr.
Critchfield said. "We focus on sites '

where the client wants to get rid of the '
liability and there's not much chance j
the property will sell right away."

On the other side of the country, in
Irvine, Calif., Emanon has made two
similar deals of its own since Mr.

Amos formed the company last
September.

"All environmental consulting firms
may say they're doing this, and they
have for years been taking on the
cleanup liability," Mr. Amos said.
"But they haven't acquired the prop-
erty. They're not into owning real es-
tate..

Conversely, companies such as Em-
source and Emanon are.

"There are, perhaps, 25 to 50 small
and medium-sized companies that are ,
primarily in this business-buying i
property, cleaning it up and then re-
selling it with an insurance guarwk
tee," he said. [Ell



i11-- -1

1 -1
*.+I

.mi

//1

IL,

..

41

e

D

0.-

- Insurance Companies

.1.

0. ./4

r

r

I

D

a

- 0 . 0

3

4



8 / Business Insurance, February 5, 2001

OPINIONS

EPA chief provides balance
I

F THE PAST IS PROLOGUE, fortner New Jensey Gov.

Christine Todd Whitman ought to bring much needed

flexibility and balance to the Environmental Protection
Agency.

Ms. Whitman, who breezed through Senate hearings be-
fore winning confirmation as the new EPA administrator
on a 99-to-0 vote, promoted several initiatives in the Gar-
den State that suggest pragmatism rather than ideology
will guide the EPA. That's good news for risk managers, for
whom the EPA often has ranked just below the Occupa-
tional Safety and Health Administration on the list of gov-
ernment agencies they'd just as soon see disappear.

As governor of one of the most heavily industriAlized-
and heavily polluted-states in the Union, Ms. Whitman
stressed a balance of environmental protection and eco-
nomic development. To further the first goal, she actively
promoted saving open space in the country's most densely
populated state and took other initiatives to enhance the
environmental quality of life.

But in what should be of greater professional interest to
risk managers and insurers, Ms. Whitman also actively pro-
moted the restoration and return to economic viability of
so-called "brownfields." These are old industrial sites that

had been polluted over time and left fallow because of the
pollution. Without any incentive to clean up such proper-
ties-and the threat that lingering liability for the actions of
past owners would pass on to those willing to clean up the
brownfield sites-businesses often find that developing
these sites does not make economic sense.

Faced with that situation, Ms. Whitman actively sup-

ported legislative changes that made it easier for businesses
in New Jersey to redevelop brownfields. These included, for
ecample, considering how the site would be used in deter-
mining how thorough the cleanup would be, so that an old
industrial site that was being redeveloped for industrial
uses would not have to be restored to the same pristine con-
dition as for, say, an elementary school. Brownfield rede-
velopers that voluntarily cleaned up sites in accordance
with state environmental regulations and standards could
receive "no further action" letters from the state Depart-
ment of Environmental Protection promising that the state
wouldn't sue them to compel additional cleanup.

The reforms provided buyers of polluted sites with
much-needed protection from cleanup liability in cases
where the purchaser isn't responsible for the pollution.

In addition, the state provided a variety of financial in-
centives to redevelop brownfield sites. As a result, accord-
ing to a study by the Northeast-Midwest Institute, more
than 2,300 voluntary cleanup memorandums of agreement
were signed between the state and redevelopers in 1999.
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That's the kind of approach that the EPA could profit
from, particularly given its reputation in recent years for
inflexibility. New Jersey's experience illustrates that by
shucking a "one-size-fits-all" approach to cleanup, a state
can achieve its environmental goals. There's no reason that
approach wouldn't work on a nationallevel, too.

Does that mean that Ms. Whitman will be a shill for pol-
luters? There's nothing in her record to suggest that, though
some environmental groups in her home state faulted her
for cutting the state environmental protection agency's en-
forcement budget during her finst term. While she clearly
prefers to use the carrot of cooperation to get things done,
she has not been afraid to use the stick of enforcement

when justified.
Unfortunately, there's also nothing in her record that

would suggest support for wholesale reform of Superfund's
flawed liability system. Instead of pushing for repeal of the
federal cleanup law's imposition of retroactive liability, Ms.
Whitman appears more likely to pursue incremental re-
form. But if that includes reforming remedy selection on
the federallevel to the same extent it was reformed in New

Jersey, that alone would be a significant move toward bal-
ance and flexibility that has too often been lacking at the
EPA.

Given her record, we fully expect Ms. Whitman to pursue
a complementary philosophy of "commonsense conserva-
tion" as head of the EPA.

Don't overreach on tort reform

T ORT REFORM ADVOCATES had understandably high hopes for a Bush administration.
After all, as governor of Texas, Mr. Bush won a

reputation as a proponent of civil justice reform. There
was no reason to believe that his philosophy would
change once he entered the White House, thus paving
the way for the reform long sought by business.

But while there is no evidence that the president's
thinking has changed, changes at the other end of
Pennsylvania Avenue-particularly in the Senate-
make it clear that reform advocates must keep their
expectations modest and limited, or risk accomplish-
ing nothing in the 107th Congress.

As we report elsewhere in this issue, even longtime
advocates of comprehensive tort reform are scaling
back their expectations, and for good reason. The Sen-
ate-where each party holds 50 seats, some of which
previously were held by pro-reform lawmakers defeat-
ed in the November elections-simply isn't as disposed
toward tort reform as it was a few months ago. Any re-
forms will have to start out with significant bipartisan

support to have any chance of success.
For example, the idea that certain class-action law-

suits involving defendants and plaintiffs from a num-
ber of states should be heard in federal rather than

state court already enjoys a degree of bipartisan sup-
port. Such a mcdest reform, clearly aimed at prevent-
ing so-called "forum shopping," whereby attorneys
seek to identify the friendliest possible state courts in
which to file lawsuits involving a nationwide class of
plaintiffs, might pass muster with lawmakers. Howev-
er, a more sweeping change, such a "loser pays" rule
that would allow a defendant to sue a losing plaintiff
to recover defense costs, likely wouldn't.

It's understandable why some reform advocates, see-
ing a pro-reform president in the White House for the
first time in eight years, may be tempted to go for
broke. But given the new legislative reality, any temp-
tation to overreach must be resisted.

Otherwise, there's a real possibility that the propo-
nents of reform will end up with nothing more than a
handful of air.
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Policies can help companies clean up balance sheets
By LEE FLETCHER

nvironmental liability insur-

E
ance has evolved. What

was once solely a risk
management tool has be-
come a broader business

resource, as corporations
look to insurance for balance

sheet protection.
The disclosure of environmental

liabilities has become important
to potential investors in publicly
traded companies, said James A.
Thompson Jr., an attorney with
LeBoeuf, Lamb, Greene &

MacRae L.L.P. in Hartford, Conn.,
and chairman of the law firm's

worldwide environmental health

and safety practice.

"The information on environ-

mental risks and exposures, both
existing and forward-looking,
that companies may have could
obviously impact value of stock,"
Mr. Thompson said.

In the current environment of

consolidation, he said, a company
must have as attractive a balance

sheet as possible. "Having ways to
manage these risks with some of
these less traditional approaches,
like using environmental insur-
ance, we've found to be very at-
traetive for (merger) candidates,"
Mr. Thompson said.

Some interest in environmental

liability insurance stems from rel-
atively recent changes in financial
reporting requirements. In De-

cember 1996, the Securities and "Basically, the regulations say
Exchange Commission, along that, to the degree that you know
with the Financial Accounting what your environmental liabili-

'Environmental insurance policies...can cover
unknown conditions. The fear of the unknown

is always a fear, not only for the current owner
but...a buyer,' says ECS' Anthony Gentile.

Standards Board, required that
publicly traded companies gauge
their environmental liabilities in

their financial statements.

Your
r-* Environmental

Yartne
To help your clients maximize their environ-
mental risk management, you can benefit
from the ECS learn of environmental experts.
We're a world leader in integrated environ-

mental risk management® solutions,
with environmental industry expertise since
1979 and a focus on quality service to our
customers.

Partnering with ECS helps you assist your .
clients with the three key areas of a quality
environmental risk management program:

• Risk transfer: Technical underwriting
expertise, custom-tailored environmental
policies and the superior financial strength
of the XL America Insurance Companies,
rated A+ [Superior) by AM. Best and AA by
Standard and Poor's.

• Risk Control: Industry-specific services to
help your clients identify, prioritize and :
address exposures to minimize risk.

• Claims management: Environmental
claims expelise to help manage an incident
and minimize the claim, achieving cost-
effective resolution so business can carry on.

Find out more about how ECS can partner
with you to help your clients manage environ-
mental risk and enhance their profitability -

and yours. Call 800-327-1414 or visit our

website at www.ecsinc.com.

ties are, you must assess a range
to those environmental liabili-

ties," said Jeffrey B. Gardner,
global director of business devel-

Your ECS
Environmental -

- AN XL CAPITAL COMPANY

P artner 520 Eagleview Boulevard
Po Box 636

Exlon, PA 19341-0636
i Tel: 800-327-1414

 Fax: 610-458-8667
www.ecsinc.com
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opment and senior vp at Marsh
Inc. in New York.

Mr. Gardner said, though, that a
company would "need to post
only the low end of your range of
potential environmental liabili-
ties, as you become aware of
them."

Joe Boren, president and chief <
executive officer at AIG Environ-

mental, a division of American In-
ternational Group Inc. in New
York, said some corporations have
claimed that the environmental

liabilities on their balance sheets

have kept their stock prices stag-
nant, hampered their ability to
obtain financing and made them
unattractive to potential suitors.
Consequently, many of these com-
panies have sought to shed those
liabilities.

"They said, 'Wouldn't it be
great if you could get your envi-
ronmental liabilities off your bal-
ance sheet?"' Mr. Boren said.

Insurers have aided such efforts

by offering a variety of environ-
mental liability policies.

To purchase the proper cover-
age, a company must first identify
all of its environmental exposures,
said Anthony Gentile, senior un-
derwriter with environmental

consulting and insurance compa-
ny ECS Inc.'s risk management
unit in Exton, Pa.

"If an organization has numer-
ous facilities throughout the
country and they're working with
various types of chemicals, they
need to identify what are the po-
tential risks on an environmental

standpoint. What's the potential
for releases and spills? What are
issues that they currently know
about, as far as cleanup, at a par-
ticular location? An ongoing, ac-
tive auditing process is very im-
portant to bring these types of ex-
posures up to date," Mr. Gentile
said.

Environmental coverage has be-
come an effective way to cope
with balance sheet concerns, he
said.

"Environmental insurance poli-
cies can cover numerous things.
They can cover the known condi-
tions that are either in the process
or will be in the process of reme-
diation. We can cover unknown

conditions. The fear of the un-

known is always a fear, not only
for the current owner but...a buy-
er," Mr. Gentile said.

Mr. Boren said that AIG has

been able "to create large envi-
ronmental programs, which our
clients think builds a pretty good
concrete wall around environ-

mental liabilities, so that they can
say to their shareholders, 'We un-
derstand our environmental lia-

bilities."'

He said that protection is often
sold on a portfolio basis. "What
many companies would like to do
is to bundle it, so they can deal
with all of their environmental li-

ability at one time....If they have
15 sites, they often want a pro-
gram that deals with all 15 sites,"
Mr. Boren said.

Insurance for environmental

risks helps companies achieve
other business goals as well.

Secured creditor policies, for
example, have been created to fa-
cilitate financing deals, Mr. Gard-
ner said.

"They're designed to allow
lenders to make their portfolio of
properties or an individual deal a
true banking transaction-and
not an environmental transaction.

They don't have to take the risk,"
See Financial on page 14
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IT'S A DIRTY JOB
BUT SOMEBODY'S

GOT TO DO IT.

Put our underwriting talent to work to meet your toughest
environmental coverage needs.

. Contractor and Consultant Coverage
. Pollution Control Device Coverage
• Site-Specific Pollution Liability
 Association and Program Business is Accepted

Have your broker give us a call.

GENERAL
STAR

Our specialty is your security
www.generolstor.com

A.M. Best Rating
A++ XV

Specialty underwriting through oppointed surplus lines brokers. For a list 0: brokers in your area,call General Star Management Company, Stamford, CT (203) 328-5700, ext. 5985, or fox your request to: (203) 328-5840.
Atlanta • Chicago • Los Angeles • New York • Stamford
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Financial stock should be worth more,' or er to expedite their deal business there's probably a billion and a
talk to a bank and say, 'You "They can set aside what can be "I think it'S really best when half dollars of environmental in-
should be able to do financing for confusion over the known and un- both the seller and the buyer self- surance being placed every year,

Continued from page 14 me, because I've got this thing un- known liabilities and yet provide retain a portion of that liability, and it's growing It grows ln the
he said der control adequate protection for both the and that's what makes the prod- double digits," said Mr Boren o f

Mr Boren said that, because Robert W Teets, vp-environ- buyer and the seller through a fi- uct more reasonably priced," Mr AIG
much more is known today about mental affaiI s and risk manage- nancial vehicle," he said Teets said "It's not just to make yourself
cleanup techniques, "you can rea- ment at Cooper Industries Inc, an Mr Teets said he lS familiar Perhaps because .t can provide look clean on a balance sheet,"
sonably get to a (cost) number international manufacturer in with policies with coverage that such diverse benefits, environ- said LeBoeuf's Mr Thompson
that makes you comfortable Then Houston, said that the advantage ranges from $3 milhon to $50 mental coverage is becoming more "It's also a way to make deals
it allows the company to go out to of these insurance programs is million, for either an indivi- common happen where in the past they
the shareholders and say, 'My that they allow a buyer and a sell- dual property or for an entire "I think others will tell you that might not have happened ' tia

Brokers ject has components of a regulatory pabilities, it would be pretty hard variety of buying Influences," he "We had, historically, written a
nature, legal nature, financial na- to translate that to an insurance so- said lot of agricultural, chemical and
ture and technical nature, that the luton," he said Just as the world's largest bro- fertilizer accounts, all of which

Continued from page 3 only way to address (envronmental Aon Corp also is strengthening kers want to take advantage of the have environmental exposures,"
the nsk" needs) was m a comprehensive its environmental capabilities opportunities in the environmental said Dan Lyles, senior vp of the

Joe Boren, president and chief way " "Client demand is at an all-time market, regional brokers also want Birmingham, Ala -based broker
executive officer of AIG Environ- Willis' environmental practice high, wh-ch is causing us to go out a piece of the pie They may not be About four years ago, the broker re-
mental in New York, a unit of unit is staffed with about 100 peo- and push the envelope" with tradi- able to afford multidisciplinary alized that environmental coverage
American International Group Inc , ple around the world, Mr Ayers tional as well as alternative solu- staffs, but many have established was a growing concern not only for
said the most important factor in said tions, said James Cox, managmg di- dedicated units and either use the MeGriff, Seibels' customers but
broker expansion in this area 'ls environmental services Insurers of- also for other businesses

the awareness of how to use an ln- fer or subcontract for the expertise "We realized that it was some-

surance product to solve environ- they need thing that we needed to move fur-
mental and financial problems " The premium potential for environmental "Given the changes, expansion, ther and further into," Mr Lyles

"Companies like ours and others insurance should resemble 'a number availability and price of environ- said The broker also recognized
have spent a lot of time m the mai- mental insurance, we recognized a that it would "require a particular
ketplace educating on the use of that's in the hundreds of billions of dollars,' tremendous opportunity, as a mid- amount of expertise and knowl-
these products Foui years ago, you dle-market broker, to introduce en- edge," he said
never would have used an environ- says the SEIP's David Dybdahl. vironmental insurance to a very Two environmental producers
mental msurance pollcy in a merger large and essentially untapped mid- were already on staff, and the bro-
or acquisition Today, it's used a dle-market client base," said John ker hired a college graduate with a
lot," he said J Butler, vp in charge of Kaye En- chemical engineering degree and a

Industry sources estimate the to- Among brokers, New York-based rector of Aon's environmental vironmental, a division of Kaye In- former risk manager from an mdus-
tal premium volume of the envtron- Marsh Inc may be making the group in New York Mr Cox was surance Associates, the retail bro- try with heavy environmental ex-
mental msurance market at $1 bil- biggest move into the area In the hired six months ago to build Aon's kerage arm of New York-based re- posure
hon to $1 5 billion Still, Mr Dyb- past year, the broker added 90 peo- environmental staff on a national gional broker Kaye Group Inc Similarly, Brad Maurer, a former
dahl said, that's less than 5% of the ple to its environmental practice and international basis Aon now The broker built a dedicated en- underwriting manager at Kemper
potential market "The total prenn- unlt has 20 dedicated environmental vironmental unit just over two Environmental, decided to enter the
um potential for environmental in- "We've hired not only traditional professionals from a variety of years ago, in part to meet the needs brokerage world when he noticed
surance should look like the total environmental insurance brokers backgrounds of its real estate owner and devel- that few brokers, aside from the
reserve for environmental cleanup but also environmental and real es- "Environmental insurance has oper chents, Mr Butler said largest ones, had invested heavily in
costs in the US, and that's a num- tate lawyers, engineers, environ- become much more of a business We essentially tripled our bum- environmental practice groups But
bel in the hundreds of billions of mental consultants and geologists," tool in application," Mr Cox said ness over the past year, and we're instead of joining one of the large
dollars," he said said Gregg Bundschuh, managing "It's not just the risk management looking forward to additional brokers, Mr Maurer convinced

To tap that market, many brokers director of Marsh's environmental department that iS looking for our growth along those lines," he said New York-based regional broker
are following the lead of London- practice "The most effective deliv- solutions Interest lS coming from "Our Job is to get into the world Frenkel & Co Inc to invest in a
based Willis In the late 1980s, ery system in terms of expertise is CFOs, corporate counsel, project and advise customers that their en- new environmental practice
Willis started the "multidisci- an integrated approach to environ- managers, environmental engi- vironmental risks can be dealt Since ]01ning Frenkel in Decem-
plinary approach," estabhshing the mental situations " neers-all those involved in a par- with " ber 1999, Mr Maurer, a senior vp,
first dedicated envronmental prac- Marsh's big push into the envi- ticular transaction " Kaye Environmental has only has organized a separate division
tice group among brokers, staffed ronmental arena was partly a reac- Because 60% to 70% of Aon's en- three dedicated environmental pro- called Frenkel Environmental Risk
with professionals from the insur- tion to customers' demands for bet- vironmental business iS now de- ducers, but "we take full advantage Services, and hired a staff of six
ance, financial, scientific, engineer- teI and more comprehensive ser- rived from transactions, "we've of the services provided by insur- former environmental underwriters
ing and legal fields vices and solutions in addition to hired skilled people who can sit ers," Mr Butler said "We work and consultants

"We've always taken a multidis- traditional policy expertise, Mr down with a CFO, people who can hand in glove with Insurers to put a So far, Frenkel's environmental
ciplinary approach to environmen- Bundschuh said put on the lawyer hat and under- package together unit has bound about 60 policies-
tal insurance business," said Ken "The nature of environmental is- stand complex law, and engineers Another regional broker, Me- 50% of them within the last three
Ayers, CEO of Willis' environmen- sues and liability is so complex and who understand environmental is- Griff, Seibels & Williams Inc, also months, he said "Our future
tal practice "We felt that, with the technical enough that if we didn't sues," he said Brokers today need sees an opportunity to seH environ- prospects over the next three years
complexity and because every pro- have the legal and engineering ca- "the business acumen to talk to a mental insurance are pretty high growth " m

Organization touts environmental liability coverages
MIDDLETON, Wis -A new organiza- insurers added pollution exclusions to the Internet now, but there's no standard-

The Sodety of Eavirenments) taggrancetion has been formed to spread the word general liability insurance policies ization in the policies," he said For exam- 55% Profinionah

about environmental insurance as a risk "I was on the team that arranged the in- ple, while one insurer may call its policy 4** f=-•-,r--=,=-=,•r,--,=,r-•=•t
financing tool surance on the cleanup of Chernobyl, the an "environmental compensation and lia- r.53 ,

"We're trying to expand the knowledge (Department of Energy) nuclear weapons bility insurance policy," another may call -1
base of all users of environmental insur- facilities at Hanford, Wash, and Oak it a "pollution legal liability policy "So, iff fS),41
ance," said David Dybdahl, former global Ridge, Tenn We were oversubscribed on a searcher were to look for the policies us- 49»fs e
environmental practice leader for Willis all of these projects When I hear some say ing an ordinary Internet search engine,
Corroon Corp Mr Dybdahl formed the they could not find appropriate environ- one or the other may come up but proba- --

r

Society of Environmental Insurance Pro- mental insurance, I ask them, 'What do bly not both, Mr Dybdahl said
fessionals last year and is just now start- they have that is worse than Chernobyl?' " .

There's a need for subject matter ex-
ing to promote it via direct mail and a The reason they could not find insur- perts to get all the information to come trt;l

=4-Web site "It's an extremely underutilized ance is almost always a defective search up, regardless of what the policies are *1 ..,..
rproduct," he said conducted by a producer with no expen- called," he said

Mr Dybdahl estimates that less than ence and no training in environmental in- So far, the organization, which oper- The SEIP's Web site, www.armr. net, offers
5% of this year's environmental cleanup surance," he said The SEIP's objective is ates as a non-profit, has about 100 mem- environmental risk management informa-
costs worldwide will be insured, even to provide that education, he said bers, all of whom work with environmen- tion and other resources.
though at least 140 environmental insur- "The (Web) site is being built to be a tal insurance in some capacity, Mr Dyb-
ance policies are available on the market working tool," he said, adding that it WIll dahl said Members Include engineers, mental practice leader for broker Corroon
And the $15 billion in premium that in- develop as new information about envi- contractors, lawyers, insurance agents, & Black, continuing in the job after Willis
surers have collected for these policies ronmental insurance becomes available brokers and underwriters Annual dues acquired the company in 1990 He left in
this year is just a fraction of the $100 bil- "Pieces are being added every day It's a are $225 and Include newsletters and ac- 1999 to begin the development of the
lion in premiums they could collect if they constant work in progress " cess to the Web site SEIP During 2000, he briefly returned to
sold more policies, he said And, he said, "if you can't find it on the Mr Dybda}11 has specialized in environ- insurance brokerage work as an environ-

Mr Dybdahl said he is surprised that site, lust send an e-mail to the Web mas- mental insurance since 1980, when he mental insurance specialist at Aon Corp
more agents and brokers haven't been ten who Will pass it on to a human re- worked as a risk management consultant This January, he left Aon to return to full-
sued by policyholders for their failure to searcher " with Denver-based Johns Manville Corp time work at the SEIP
find coverage for their environmental The site can also search for policies even On its asbestos litigation and, ultimately, More Information about the SEIP 15

risks, considering that the policies have if the user doesn't know their exact titles ltS bankruptcy filing available at www armr net

been available since the mid-1980s, when "All of the carners' policy forms are on Afterward, he served as global environ- -By Joanne Weak
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B/'s directory of environmental consultants
A -

Aon Environmental Group health risk assessment, regulatog and public policy hour $90 to $250 Other semices environmental consulting to Insur-

2 World Trade Center,
analysts, environmental safety consulting, emergency 2000 gross revenues $58,900,000 total, 82% ers and public policymakers, general risk manage-
response training, ecological nsk assessment, prepa- from unbundled environmental risk nanagement con-

New York,NY 10048,
ment consulting, asbestos and lead management, in-

AMEC Earth & Environmental* ration of permits, environmental site assessment, haz- sulting directly to corporations and institutions dustnal hygiene

212-441-2480, fax 212-432-0512 ard and nsk analysis Officers Thomas Kowalski, president/CEO, Mark Staff 89 total, 40 environmental professionals
221 18th St SE, www aon com

Other services remed,ation activities, UST man- Schumacher, vp/CFO, Lisa Simpkins, vp/COO Clients 40 environmental consulting clients, 30

Calgary, Alberta T2E &15, agement and removal, environmental consulting to in- Contact David Matthews, vp/director-national ac- corporate/institutional clients

403-235-8127, fax 403-569-9031 Services litigation support, regulatory and public surers and public policymakers, general risk manage- counts, 770-499-7500, dmatthews@ciaytongrp com Industries served construction, manufacturing,
policy analysis, environmental safety consulting ment consulting, asbestos and lead management, In- transportation

www amec com Other semices environmental consulting to insur- dustnal hygiene
Services real estate audits, manufacturing ers and public policymakers, general risk manage- Stall· 147 total, 7 environmental professionals

Service area nationwide, Europe
Compensation by the project, on retainer, by the

plant audits, design and analysts of remediation ment consulting, asbestos and lead management, in- Clients 200 environmental consulting clients, 100 hour $75 to $250

plans, design of waste minimization plans, Imoa- dustnal hygiene corporate/institutional clients
Non support, public health risk assessment, regu Staff 20 environmental professionals DPRA Environmental 2000 gross revenues $12,550,000 total, 10%

Industries served financial, manufacturing, prop- from unbundled environmental nsk management con-
latory and public policy analysis, environmental Clients 2,500 environmental consulting clients, erty management 332 Minnesota St, Suite E-1500, sulting directly to corporations and Institutions
safety consulting, ecological risk assessment, 350 corporate/instutional clients Semice area worldwide St Paul, Minn 55101, Officers William Kronenberg 111, president/CEO,
preparation of permits, environmental site assess- Industries served financial, mergers and acquisi- Compensation by the project, on retainer
ment, hazard and risk analysis tions, real estate

651-227-6500, fax 651-227-5522 James F Splam, senior vp, Marc Halpern, vp
2000 gross revenues $24,500,000 total, 15% Contact James F Splain, Marc Halpern

Other services environmental consulting to In- Service area worldwide www dpra com
from unbundled environmental risk management con-

surers and public policymakers, general risk man- Compensation by the project, on retainer, by the sulting directly to corporations and institutions Services began 1979 EMG

agement consulting, asbestos and lead manage. hour $150 to $350 Officers Peter T Young, presidenUCEO, Vincent N Semices real estate audits, manufactunng plant au-

ment, industnal hygiene 2000 gross revenues $15,000,000 total, 100% DIRenzo Jr, vp/COO, Shannon K Winston, treasur- dits, design and analysts of remediation plans, litigation
11011 McCormick Road,

Stati 2,000 total from unbundled environmental risk management con- Hunt Valley, Md 21031,
er/secretary/corporate controller suppoll, regulatory and public policl analysis, prepara-

Clients 22 environmental consulting clients, 13 sulting diredly to corporations and institutions Contact Mary Jane Arnold, manager-business de- bon of perma, environmental site assessment 800-733-0660, fax 410-785-6220

corporate/institutional clients Officers James Cox, Tom Rodell, managing dirk- velopment, miamold@apexenv com Other services remediation activities, UST man www emgbalt com
Industries served manufacturing, mining, oil tori, Kenn Anderson, David Bennink, senior consul- agement and removal, environmental consulting to in-

and gas
Semces began 1986

tants surers and public policymakers, general nsk manage-
Service area worldwide contact James Cox,james_cox@ars aon com, Tom ARCADIS Geraghty & Miller Services real estate audits, environmental site as-

ment consulting, asbestos and lead management sessment

Compensation by the hour Rodell, 312-701-4409, tom_rodell@ars aon com 630 Plaza Drive, Suite 200, Stall 150 total, 40 environmental professionals Other services remedlation activities, UST man-
2000 gross revenues $136,000,000" total, Apex Environmental Inc. Highlands Ranch, Colo 80129, Clients 150 environmental consulting clients, 100 agement and removal, environmental consulting to in-

5% from unbundled environmental risk manage- 720-344-3500,fax 720-344-3535
corporate/institutional clients surers and public policymakers, general risk manage-

ment consulting directly to corporations and insti- 15850 Crabbs Branch Way, Suite 200, Induslnes served financial, insurance, legal ment consulting
tutions Rockville, Md 20855,

www arcadis-us com Sentice area nationwide Staff 151 total, 22 environmental professionals
Officers Roger Jinks, president, Jim Beechinor, 301-417-0200, fax 301-975-0169

Sennces began 1957 Compensation by the hour $Soto $180 Clients 799 environmental consulting clients, 794
executive vp, Les Panek, senior vp Services real estate audits, manufacturing plant 2000 gross revenues $20,000,000 total, 25%

www apexenv com
corpQrate/institutional clients

Contact Les Panek, les panek@amec com audits, design and analysis of remediation plans, de- from unbundled environmental risk management con- Industries served banks, investors, properly man-
* Formerly AGRA Earth & Environmental Services legan 1988 sign of waste minimization plans, Iltigation support, sulting directly to corporationsanc institutions agers

**Converted at Canadian dollar = $0 68, fiscal year Services real estate audits, manufactunng plant au- public health nsk assessment, ecological risk assess- Otlicers Dick Seltzer, presidenUCEO, Chris Lough, Service area nationwide

ending dits, design and analysts of remediation plans, design ment, preparation of permits, environmental site as- Tony Montrone, senior vps
July 31 of waste minimization plans, litigation support, public sessment, hazard and nsk analysis

Compensation by the project, by the hour $125
Contact Carol Samat, pnnclpal 2000 gross revenues $18,500,000 total, 46%

Other semices remediation activities, enwronmen- from unbundled environmental risk management con-
tai consulting to insurers and public policymakers,
general risk management consulting, asbestos and

E - sulting directly to corporations and institutions
Oflicers Hank Post, CEO, Michael Logsdon, prest

lead management, mdustnal hygiene
Stall 1,800 total ECIVI/Hudson Maritime

dent, Anne Corell, COO
Contact client services department

Clients 7,000 environmental consulting clients, Services L.L.C.

AXIS USA 493 corporateAnstitutional clients Ecology & Environment Inc.
Industnes served chemical, manufactunng, trans- 64 Danbury Road,

portation Wilton, Conn 06897,
368 Pleasant View Drive,

Service area worldwide 203-761-6030, fax 203-761-6085 Lancaster, N Y 14086-1397,

CONGRATULATES
Compensation by the protect www ecmhudson com 716-684-8060, fax 716-684-0844
2000 gross revenues $258,000,000 total, 24% www ene com

from unbundled environmental risk management con- Services began 1990

sulting directly to corporations and institutions Services litigation support, public health risk as- Sentices began 1970

Officers Joe Hastey, CEO, Mike Myers, COO, John sessment, enwronmental safety consulting, emergen- Services real estate audits, manufacturing plant

OUR COLLEAGUE AND PARTNER Chouinard, CFO cy response training, ecological risk assessment, envi. audits, design and analysis of remedlation plans, de-
Contact arcadisgm@arcadis-us com ronmental site assessment, hazard and nsk analysis sign of waste minimization plans, Imgation support,

Other services environmental consulting to insur- public health risk assessment, regulatory and public

DONALD J. BILSKI C -
ers and public policymakers, general risk manage- Policy analysts, environmental safety consulting,
ment consulting emergency response training, ecological risk assess-

Stafl 18 total, 2 environmenta professionals ment, preparation of permits, environmental site as-

Clients 10 environmental consulting clients, 5 cor- sessment, hazard and nsk analysis
porate/institutional dients Other services UST management and removal, enw-

AS THE
Clayton Group Services Inc. Industries served maritime, shipping ronmental consulting to insurers and public polmymak-

41650 Gardenbrook Road, Suite 155, Service area nationwide ers, asbestos and lead management, Industrial hygiene

Now, Mich 48375, Compensation by the project, on retamer, by the Stall 800 total, 650 environmental professionals
hour $75 to $250 Clients 35 environmental consulting clients, 35

2001
248-344-8550, fax 248-344-0229 2000 gross revenues $2,000,000 total, 25% from corporate/institutional clients
www ciaytongrp com unbundled environmental risk management consult- Industries served chemical, energy, manufactunng

Semices began 1954 Ing directly to corporations and institutions
Service area worldwide

Services real estate audits, manufacturing plant Officers Harold J Halpin, chairman, Michael F Compensation by the project, on retainer, by the

RECOVERY FORUM audits, design and analysis of remediation plans, de- Minogue, pres,denUCEO, William Thomas, CFO hour

sign of waste minimization plans, litigation support, Contact ecmwilton@ecmhudson com 2000 gross revenues $85,900,000 total, 34%

public health nsk assessment, regulatory and public from unbundled environmental risk managemem con-

policy analysts, environmental safety consulting, ECS Risk Control Inc. sulting directly to corporations and institutions

INSURANCE MAN OF THE emergency response training, ecological nsk assess- 520 Eaglewew Blvd,PO Box 636,
Officers Gerhard J Neumaier, presidenUchairman,

ment, preparation of permits, environmental site as Exton, Pa 19341-0636,
Frank B Silvestro, executive vp, Ronald L Frank, exec-

sessment, hazard and nsk analysts utive vp/secretary/treasurer

Othersemices remedlation activities, environmen-
800-327-1414, fax 610-458-7285 Contact George Rusk

YEAR
tai consulting to insurers and public policymakers, www ecsinc com

general risk management consulting, asbestos and Services began 1985
Environmental & Occupational

lead management, industrial hygiene Services real estate audits, manufacturing plant Risk Management Inc.
Staff 444 total, 302 environmental professionals audits, design and analysis of remediation plans, de- (EORM)
Clients 2,641 environmental consulting clients, sign of waste minimization plans, litigation support,

283 E Java Drive,

OFFICES NEW YORK CITY • SAN FRANCISCO • PASADENA
2,500 corporate/institutional clients public health risk assessment, egulatory and public

Industries served commercial real estate, Insur- policy analysts, environmental safety consulting, Sunnyvale, Calif 94089,
ance, manufacturing emergency response training, ecological risk assess- 408-822-8100, fax 408-822-8001

Service area nationwide, Canada ment, preparation of permits, environmental site as- www eorm com

Compensation by the project, on retainer, by the sessment, hazard and risk analysts Continued on page 18

Explanation of terms
JOIN The 12th annual directory of environmental ing total staff and the number of professional

Register to attend nsk management consultants lists companies' staff members assigned exclusively to environ-

-f The Society of Environmental
responses to a Business,fnsumnce question- mental nsk management consulting Also listed

The Environmental Insurance Forum naire is the total number of clients, along with the
The directory is published as an ed,tonal ser- number of corporate and institutional clients in

insurance Professionals A unique opportunity to learn environmental
vice, there ts no charge to be included However, 2000
consultants must offer serdices directly to cor- If the company specializes in consulting to

insurance and risk management from the nation's porate and institutional clients on an unbundled particular types of business or industry, the In.Enabling insurance professionals to better senior practitioners basis, companies that offer environmental risk dustnes served are noted

sesve the needs of their customers through management consulting only m conjunction with Listed next is the company's service area In
March 22-23 June 14-15 other products and services or solely to Insur- addmon, information on compensation-how

edutl»,fesources and networking. Chicago New York ance companies, lawyers and financial Institu- the company bills for services-«s provided
tions are not included Also provided is information on the compa-

In addition, companies nust generate at least ny's 2000 gross revenues and the pementage of
September 6-7 November 8-9 $250,000 in annual revenues from unbundled revenue derived from providing direct, unbun-

K Los Angeles Atlanta environmental nsk management consulting and died environmental risk management consulting
must report revenues to be included services to corporations and institutions

Continuing education credits available from most Listings begin with the name and address of Names and titles of principal oflicers and the

states Register today, space ts limited' the company, the year environmental semces name ofa contact for readers interested In more
began and parent company, If any Information complete each listing

Detailed under the services section are the Although every effort is made to publish com-

Dj
environmental nsk management consulting ser- plete and accurate information, 8/is unable to

To Join SEiP or tor Forum information vices the company provides, any other services venfy all information provided by the companies--18
call 1-877-735-0800 the company provides also are listed The abbre- If you did not receive a questionnaire this year

visit www at mr net or email webm,Ister@amr net viation "UST" has been used for underground and would like to be included in next year's di-
storage tanks rectory, please contact the 8/ directory depart-

Information on stall is provided next, Includ- ment at 312-649-5279
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Agent/Broker Topics

Industry has high hopes for Bush administration
By RODD ZOLKOS

s a new administration

Atakes over in Washing-
ton, the insurance in-
dustry is watching for
signs of policy changes
that might affect its

business, hopeful that any
changes will be for the better.

In terms of international busi-

ness, the expectation is that the
George W. Bush administration
will continue in the direction set

by the Clinton administration.

"Frankly, on the trade side, I
don't know even the most hard-

ened Republican who wasn't
pleased with the overall accom-
plishments of the Clinton admin-
istration, with NAFTA and China
being the two most outstanding
accomplishments," said Joel
Wood, senior vp-government af-
fairs at the Council of Insurance

Agents & Brokers in Washington.
Coletta I. Kemper, vp-industry

affairs at the CIAB, said her organi-
zation had participated in an in-
formal meeting with Bush transi-

001

tion team members, "just getting
them up to speed with where we
are as an industry."

"We're fairly comfortable they'll
continue a strong trade agenda,"
Ms. Kemper said.

"We're sort of narrowly focused
right now, and we're looking to
open any doors we can to liberal-
ize markets for intermediaries,"
she said. "There aren't as many
commitments for us right now as
there are for insurance compa-
nies."

"If we look at Republicans and

.D

their history, for the most part, Re-
publicans are more in favor of
open markets, free trade," said
Bennett Cooper, a senior consul-
tant-financial services with an em-

phasis on distribution at Tilling-
hast-Towers Perrin in New York.

"What's going on in the Far East
right now would indicate that the
movement is much more toward

those kinds of open markets," Mr.
Cooper said.

The Far East, and China in par-
ticular, is an area of particular in-
terest to the insurance industry as

*68AL STRATEGIES'

the new administration takes pow-
er.

For those in the insurance in-

dustry, the goal is "trying to get a
piece of this market of 1.2 billion
people/' Mr. Cooper noted.

"China is very important to us,"
the CIAB's Mr. Wood said. "It is a

big brokerage issue for us that's on-
going."

Much of the attention is aimed

at negotiations toward China's en
try into the World Trade Organiza-
ton. For now, China's trade rela-
tionships with various countries
are based on individually negotiat-
ed bilateral agreements, and its
agreement with the United States
does not provide for U.S. broker
involvement in China.

"China did not make a commit-

ment to allow foreign intermedi-
aries tc establish in China in the

U.S.-China bilateral agreement.
However. they did in the China-
E.U. bilateral agreement," Ms.
Kemper noted.

But, ''if China wants to join the
WTO, all their bilateral agree-
ments are put into one big agree-
ment," she said. Thus, if China
does join the WTO, it would open
the door for U.S. intermediaries to
establish themselves in China.

"However, China is now trying
to put conditions on that/' Ms.
Kempez said.

"They really want you to estab-
lish a presence on the ground
there before they consider a li-
cense," Tillinghast's Mr. Cooper
said. "They also want you to have
a partner there." And for now, he
said, it appears China doesn't
want foreign companies to have a
majority stake in those partner-
ships.

"It's going to :ake some time,"
Mr. Cooper said. "Of course, we
are assuming that Bush will follow
through."

"Republicans have always been
pretty strong on trade," Ms. Kem-
per said. "It's too early to tell. We
haven't heard any speeches yet,
but we don't expect them to go
back on any of the progress that
has been made. We feel pretty
comfortable with the new admin-
istration so far."

With the U.S. economy slowing,
the insurance industry's interest in
global business opportunities will
increase, Mr. Cooper said. "South
America looks like it's coming
back" he said. "And with our own

econorny slowing, suddenly West-
em Europe, some parts of the Far

See Bush on page 16D
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East and some parts of South
America are starting to look more
interesting."

"The other thing is, there's a
tremendous amount of consolida-

tion going on right now, and the
industry is really global," he con-
tinued. As that process continues,
large companies like American In-
ternational Group Inc. or France's
AXA Group are looking to increase
their presence worldwide, with do-
mestic companies such as AIG in-
vesting as a way to increase over-
seas presence and foreign compa-

i
i

1

nies doing the same in the U.S.
Mr. Cooper said there also will

likely be continued discussion of
insurance business that is done off-

shore to gain particular advan-
tages, though he thinks any real
action to address tax issues or oth-

er implications of that business
will probably fall behind other,
more important Bush administra-
tion priorities.

"There is some significant pres-
ence offshore in doing things for
foreign nationals and for some par-
ticular products that, for certain
reasons, are easier to do offshore,"

he noted.

"I'm sure a lot of countries

would like to try to get their arms

®@ @gflikg @(20(290ike OS@(20

0 .

around what their citizens are do-

ing in using offshore products to

The prospects for any

significant movement in the

federal charter issue in 2001

remain highly uncertain.'

- Mike Pritula

try to avoid certain things," Mr.
Cooper said. "I think somebody
will look at that. It's just a matter
of time. But in the scheme of

things, there's probably a lot of

59®1780 9@9 ®go

things that are going to be looked
at first."

Some of the stated top priorities
of the Bush administration may
well affect other aspects of the in-
surance business in significant
ways, however. In particular, Mr.
Bush's drive to eliminate the estate

tax and to allow individuals to

control the investment of a por-
tion of their Social Security ac-
count assets may shape some com-
panies' business.

"It seems to me it's not a matter

of whether we're going to get some
reduction in taxes or change in es-
tate taxes or change in marriage
penalty taxes-it's a question of
how much of a reduction we're go-
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ing to get," Mr. Cooper said.
Mr. Cooper suggested that an

entire group of insurance compa-
nies could be forced to change
their business by any repeal or re-
form of the estate tax, because, for

a number of companies, second-
to-die life policies represent a sig-
nificant portion of their premium
volume.

"Probably the companies that
have gotten into it-and they're
the larger companies-many have
30% to 35% of their premium in
second-to-die life insurance," Mr.

Cooper said. "So what they'll have
to do is find something in lieu of '
that and change to something that 
is not a death benefit but an accu- *

mulation product." ,
One option might be long-term ;

care products.
Long-term care insurance is be-

coming a hot product, Mr. Cooper
said, with only 10% to 20% of the

market penetrated thus far. And,
he said, "it sounds like the govern-
ment is supportive of long-term
care."

"So there's some terrific poten-
tial for growth, but the real chal-
lenge is nobody really knows what j
the profitability of that area is go- 1
ing to be," Mr. Cooper said. One
key question is whether insurers
are pricing long-term care insur-
ance properly. "We would think
some are and some aren't," he
said.

The new mindset in Washing- i

ton is, "Don't we need to give our ,
people some significant tax relief, '
and isn't it the time to do it, when '
our surplus is as large as it is?" Mr.
Cooper noted. Couple that with
the goal of allowing individuals to
direct a portion of Social Security
assets in mutual funds, and "Every-
thing that we're moving toward re-
ally talks about accumulation-get
enough money toward retirement
and then in your waning years you
can care for yourself."

One other area where some

might watch for signs of change is
the issue of federal chartering of
insurance companies, as the con-
vergence among financial services
companies continues. While talk is
likely to continue on that subject,
Mike Pritula, a director at consult-

ing firm McKinsey & Co. in New '
York, said he doesn't anticipate ac-
tion on federal chartering this '
year.

"The prospects for any signifi-
cant movement in the federal

charter issue in 2001 remain high-
ly uncertain," he said. "While the
Bush administration clearly would i
be supportive of states' rights,
they're also outspoken opponents i
of inefficient regulation where it f

1
exists. So it remains to be seen if ,

these two opposing views collide 
in the coinmittee process."

"In addition, there's no doubt 
that some factions within the life

and property/casualty segments
are very supportive of a federal ;
charter, but there also remain I

those segments that are more
questioning of the value of a feder-
al charter," Mr. Pritula said. "So the

industry itself has some work to do
in s.haping their views toward the
federal charter."
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Sizing up Singapore for industry growth
BY LEE FLETCHER

 any U.S. insurers
that want to con-

duct business over-

seas look with favor

on the relatively
open market of Sin-

gapore, though there are some re-
forms those insurers would like to

see implemented.

"It's a vibrant, competitive, open
insurance market," said Brad

Smith, managing director-interna-
tional relations with the American

Council of Life Insurers in Wash-

ington.

"The reason it represents a real
opportunity for us is that it will al-
low the U.S. to set a very high stan-
dard for a market access agreement
in a region where Singapore is
about as good as it gets, currently,"
Mr. Smith said.

Gary Crist, managing director of
Russell Miller Advisors P.L. in Sin-

gapore, said, "Singapore's insur-
ance regulatory environment is as
open as you can find in Asia." He
noted that, currently, foreign com-
panies can establish branch opera-
tions and representative offices in
Singapore.

Early last month, the ACLI and

the American Insurance Assn. co-

wrote a letter to then-U.S. Trade

Rep. Charlene Barshefsky, pushing
for market reforms in Singapore
that would further open the insur-
ance market to foreign investment.

In the letter, the trade organiza-
tions recommended that the U.S.

government use the ongoing U.S.-
Singapore Free Trade Agreement

negotiations, which began last
year, to help reach the insurance
industry's goals.

"The U.S. insurance industry
views Singapore as a vital center of
Asian insurance activity," the letter

said. "We believe that Singapore
can help set the standard for insur-
ance services liberalization in Asia."

There are several reforms on the

property/casualty side that the AIA
would like to see in any final trade
agreement with Singapore, said
John Savercool, Washington-based
vp of federal affairs for the insurer
trade group.

"One is that we would like to see

any compulsory reinsurance ces-

sion imposed by the government
of Singapore eliminated. Currently,
there is a compulsory reinsurance
cession (with a state-run reinsurer)

ranging between 2.5% and 5% on
many non-life risks. We would like

to see those requirements eliminat-
ed. There is also a law that states

that a foreign insurer cannot pur-
chase a majority stake in a domes-
tic insurance company," he said.

For example, Mr. Savercool said,
if a U.S. company sought to buy a
domestic insurer in Singapore that
was struggling for lack of good
management, the U.S. company
could intervene in the manage-

ment of the company but could
not purchase a majority share of
the business.

"We would like to see that provi-
sion and that restriction eliminat-

ed, so that we could buy all of the
business or a majority share of the
business," he said.

Mr. Smith said the ACLI's great-
est concern in Singapore is the cur-
rent restriction on ownership by
foreign insurers.

"Right now," Mr. Smith ex-
plained, "you can only be a branch

(of a ccmpany). You cannot be a
majority or a wholly owned sub-
sidiary; you've got to be a minority
joint venture partner. There's a se-
ries of other restrictions that the

government of Singapore has on
foreign insurance companies oper-
ating there, but compared to other
markets-such as China or Viet-

nam or a lot of other places in the
world-Singapore is actually a pret-
ty good market."

Mr. Smith said that the U.S. ne-

gotiations with Singapore could
serve as a model for the develop-
ment of trade arrangements in oth-
er Asian countries.

"It would set a good example for
markets such as Malaysia, Indone-
sia, Thailand, the Philippines, Viet-
nam," he said.

"Singapore is, by and large, an

open market, and the Singapore
government should be able to
commit to very broad, very com-

prehensive trade commitments, be-
cause it's not like they have to
change a whole lot," Mr. Smith
said.

In early December, when the
trade talks began, Mr. Smith said
the Clinton administration antici-

pated finishing up by Dec. 22.
That, he said, would have "set an

all-time speed record for negotiat-
ing an agreement."

Despite the fact that no agree-
ment was reached before President

Clinton left office, the two sides set

a strong foundation, Mr. Smith
said.

Indeed, the ACLI, along with the
AIA, had encouraged the adminis-
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tration to take its time to negotiate
"the right agreement, not just any

agreement fast," Mr. Smith said.
The .AIA's Mr. Savercool agreed

that it made sense not to scramble

to reach a hasty settlement.
"We fee. good that the Clin:on

administration did not follow

through and try to conclude a
trade agreement by the time it left
office. We were very concerned
that a deal would be struck prema-
turely and that the best deal possi-
ble would not have been made if

there were unreasonable time con-

straints on its conclusion," Mr.
Savercool said.

Mr. Savercool said that the asso-

ciations have held several meetings
See Singapore on page 166
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with negotiators from the U.S.
trade representative's office, the
U.S. Treasury Department and the
Commerce Department, and that it
will continue to do so.

"We have included mention of

the importance of doing the right
type of agreement with Singapore
in briefings we have provided for
the transition teams for the Bush

administration and the USTR, Trea-

sury and Commerce. Additionally,
we are briefing the committees of
jurisdiction both in the House and
the Senate," Mr. Savercool said.

Mr. Smith of the ACLI noted that

the negotiations regarding trade re-
forms in Singapore are similar to
those talks that are now under way
between the United States and

Chile, except that the Chilean dis-
cussions are about one month be-

hind.

"It's virtually identical to what
we're trying to get out of Singa-
pore," Mr. Smith said.

"In a broader context," the AIA's
Mr. Savercool said, "what we'd like

to see in the U.S.-Singapore agree-
ment, however, is the adoption of
what we call a 'model schedule,'
which is a document that we have

created-along with others in the
industry, including the ACLI-
which pretty much constitutes an
insurance 'wish list' of what a for-

eign market would look like as it
regulates insurance." The model
schedule seeks, among other steps,
the elimination of government
monopolies, the removal of com-
pulsory reinsurance cessions and
the implementation of faster re-
view processes for new products,
Mr. Savercool explained.

He said that it has always been
the industry's goal to promote the
model schedule through the World
Trade Organization. Doing so, he
said, would increase the likelihood
that WTO member countries

would adopt the model.
"We believe that if the U.S.-Sin-

gapore agreement doesn't include
the model schedule, it will send a

potentially counterproductive sig-
nal to other WTO countries that

they, too, can refuse to adopt it as
well," Mr. Savercool said.

"Not only Singapore but, we be-
lieve, the agreement with Chile
ought to include the model sched-
ule as well," he said.

Mr. Crist of Russell Miller Advi-

sors said it is unclear what exactly
will happen in regard to the unfin-
ished Singapore trade agreement
now that the Bush administration

has taken over.

Mr. Smith emphasized that the
negotiations in Singapore are not
limited to the insurance industry.
"This is on telecommunications,
agriculture, textiles, banking-
there are a lot of things going on.
The original commitment was to
try and do this in a very quick
manner and, to their credit, they
actually have established a frame-
work. This kind of thing usually
takes six months to a year to get
done," he said.

Mr. Smith said he exnertr An

agreement to be reached within
the year, unless serious problems
develop in regard to some industry
other than insurance.

Mr. Savercool said it is unfortu-

nate that the insurance industry
negotiations are linked to those of
other industries, "like agriculture is-
sues and other issues that are more

contentious."

Consequently, he predicted that
little progress will be made on ne-
gotiations in regard to finandal ser-
vices and insurance in the first six

months of 2001.

"It's more likely that we see
more-substantive negotiations in
the second half of this year," he
said.

Foreign markets begin to open
But agents and brokers say they continue to face barriers

By MICHAEL PRINCE aries, and, in the past few years, opened to insurers before it's
they have pushed for equal treat- opened to the intermediaries,"

lthough many coun-
ment from these newly liberal- said Robert Gibbons, executive

tries around the world ized markets. director and president of the In-
have recently wel- Generally, an unwelcoming ternational Insurance Founda-
comed foreign insur- country does not establish an tion in Washington, a non-profit
ers into their markets, outright prohibition on foreign think tank that deals with

the reception given to intermediaries. Rather, it creates emerging insurance markets.
foreign insurance agents and barriers that prevent them from "Less attention has been paid
brokers has been significantly operating as freely as do other (to) the freedom of the market to
colder. foreign businesses, including in- intermediaries and the contribu-

This difference in treatment surers. tions they can make to an effi-
has not been lost on intermedi- "Typically, the market is See Barriers on next page
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Barriers
Continued from previous page
cient insurance market," Mr. Gib-
bons said.

Currently, China is the area of
most concern to intermediaries.

Last April, the United States signed
a trade agreement with China, but
the deal contained no provision to
pennit foreign insurance intennedi-
aries to operate there. Later in the
year, though, China signed a bilat-
eral trade agreement with the Euro-
pean Union that did open the door
to foreign intennediaries.

"This was a major victory," said
Coletta Kemper, vp-industry affairs
for the Council of Insurance Agents
& Brokers in Washington.

Negotiations are now under way
to permit China's entry into the
World Trade Organization. Admis-
sion, though, will require China to
honor all bilateral trade agreements
it has previously entered into, in-
cluding the provision permitting
foreign brokers to operate in the
Chinese market, Ms. Kemper said.

But precisely what China will al-
low remains unclear, because "the

details are now under negotiation,"
said Nic De Maesschalck, director of
the World Federation of Insurance

Intermediaries. The WEI is an um-

brella organization in Brussels, Bel-

gium, that represents agent and
broker associations from 50 coun-

tries. Those details, Mr. De Maess-

chalck explained, will establish the
way the WTO trade agreement
translates into actual business activ-

ity, Mr. De Maesschalck explained.
"They are now in a very crucial

phase," he said.

For example, Ms. Kemper noted
that China initially sought to set
certain asset requirements for for-
eign brokers to gain access that
were so large that they would, in ef-
feet, have barred all foreign brokers.
China has since backed away from
this position. Nonetheless, such de-
tails become critical in detennining
the extent to which foreign agents
and brokers will be able to conduct

business in China.

Even if China were to be admit-

ted into the WTO, subsequent
rounds of negotiations with the
country might give additional ac-
cess to brokers or tear down any re-
maining barriers.

This WTO agreement "is just the
floor of their commitments," Ms.

Kemper said.

Although not explicitly stated,
the reluctance of foreign markets to
open themselves to foreign inter-
mediaries is a way to protect their
own industries, Ms. Kemper said.
Countries recognize the need to
bring in foreign insurers to help
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spread the risks, she noted. With in-
termediaries, though, "they can go
home grown. But the problem is,
they often don't have the expertise,
particularly on the commercial
side," she said.

Even in some nations

in which brokers can

operate legally,

the nature of the market

itself can keep them out.

Furthermore, the role that bro-

kers play in the insurance industry
isn't well known in some countries.

For example, Japan, China and In-
dia lack their own brokers. Conse-

quently, "they probably don't un-
derstand fully the benefits the bro-
ker can bring to the market," said
Harold Skipper, professor of risk
management and insurance at
Georgia State University in Atlanta.

Denying entry to intermediaries
may also be a way to hinder those
foreign insurers that rely on brokers
and independent agents to produce
business. Without its agents and
brokers the foreign insurer is forced
to reconstruct its entire distribution

system from the ground up.

A/ST BRIEFS

USIbuys consultant

"It's a non-tariff barrier to market

access," Mr. Skipper said. "It delays
the foreign insurers' ability to pene-
trate the market."

Educating the policymakers in
liberalizing markets about the im-
portance of intermediaries has be-
come a major goal of both U.S.-
based organizations, such as the
CIAB, and those in the intemation-

al community, such as the WFII.
"Intermediaries are the essential,

practical link in the whole insur-

ance process," Mr. De Maesschalck
said. "If you don't liberalize your
market for intermediaries while, at

the same time, you liberalize your
market for international insurers,

then your system is less efficient."
The WFII is most interested in

pushing liberalizing countries to
make commitments under the

General Agreement on Trade and
Services, the international treaty
that governs the provision of ser-
vices. That's because such commit-

ments are enforceable through the
World Trade Organization. Any
agreement of lesser status, such as a
government license for foreign
businesses, can be revoked and

doesn't offer foreign agents and
brokers the assurance they need to
make a major investment, Mr. De
Maesschalck said.

China isn't the only country
where the international broker

addition of CPG "catapults USI to
the top of the executive benefit ser-
vices market in the United States."

IngireTra€le grows

GLASTONBURY, Conn.-USI SANTA ANA, Calif.-Shared

Consulting Group, a Glastonbury, Agency Services L.L.C., a Tucker,
Conn.-based unit of USI Insurance Ga.-based cooperative venture
Services Corp., recently acquired owned by 56 independent agents,
Capital Planning Group, an Al- recently signed on with Santa Ana,
pharetta, Ga.-based provider of exec- Calif.-based InsureTrade.com.

utive benefits and compensation Established last year, Insure-
planning. Trade.com can bring together online

CPG provides non-qualified com- all parties necessary to service an in-
pensation and benefit consulting surance policy-the policyholder,
services for senior-level executives the producer and the insurer.

"This is a great opportunity forand physicians, including actuarial

services, legal and tax support, bene- both companies," Jeff Snider,
fit reporting and recordkeeping. founder and chairman of Insure-

CPG specializes in helping tax-ex- Trade, said in a statement. "We help
empt organizations, publidy traded SAS achieve the effidendes in com-

companies and large privately held munications and transactional pro-
firms develop benefit programs to cessing they need to keep their cow

attract and retain top talent. erage and service rates competitive.
USI Insurance Services Chairman SAS helps us achieve the critical

and Chief Executive Officer Bernard mass we need to keep our subscrip-
H. Mizel said in a statement that the 1 tion rates competitive."

SAS agents write more than $350
million in combined premiums for

Agent/Broker Topks
more than 100,000 personal and
commerdal clients.
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WASHINGTON-The Indepen-
dent Insurance Agents of America
Inc. has announced the details of its

2001 legislative conference.
The Alexandria, Va.-based IIAA es-

timates that nearly 800 agents will
gather in Washington for its 25th
annual National Legislative Confer-
ence, May 2-4, 2001. The conference
will be held at the Grand Hyatt Ho-
telin downtown Washington.

Highlights will include a briefing
on legislative issues; social events;

and appearances by high-profile po-
litical speakers, who will discuss con-

community is pushing for greater
access. India recently allowed for-
eign insurers to operate, but it has

yet to pass regulations that would
allow foreign brokers to conduct
business, Mr. Gibbons said.

Other countries receiving the at-
tention of intermediaries include

Egypt, South Korea and Indonesia.
Each of these countries has made

commitments through GATS to
lower the barriers to foreign insur-
ers, and, to a lesser degree, the barri-
ers that impede foreign intermedi-
aries, Mr. De Maesschalck said.

In addition, Russia seeks to be-
come a wro member. This re-

quires Russia to negotiate with
WTO member nations that have

placed the entry of foreign interme-
diaries on their list of demands, he
said.

But even in some nations in

which brokers can operate legally,
the nature of the market itself can

keep them out. For example, in
some countries in which foreign in-
surers can compete, such as India,
the government has mandated
fixed prices for policies.

In such places, a broker can help
a client with claims and customer

service, but not in its primary role
in shopping for the best price, Mr.
Gibbons said. "So," he admitted,

"there is very little a broker can
add."

cems of lawmakers and agents.
"This year's legislative agenda will

consist of a number of unresolved

agent issues, induding estate tax re-
form, tax cuts for small business,

workplace ergonomic standards,
workers compensation, medical and
insurance privacy, insurance regula-
tion and other pressing concerns,"
IIAA President William F. Hofmann

III said in a statement.

For copies of the 2001 National

Legislative Conference registration
and hotel reservation forms, call

IIAA's fax-on-demand service at 800-

296-0578 and select document No.

4002. The forms can also be down-

loaded online at www. independent-
agent.com.

Aonemployee honored

ALEXANDRIA, Va.-The Inde-

pendent Insurance Agents of Ameri-
ca Inc. has announced that Armida

Quiroga, an account manager with
Aon Risk Services of Texas Inc., has
been named the 2000 National Ac-

credited Customer Service Represen-
tative of the Year.

The IIAA National ACSR of the

Year Award recognizes the value cus-
tomer service representatives bring
to the independent agency system.

The award given to Ms. Quiroga
was based on her outstanding indi-
vidual contributions to her agency,
to her community and to the insur-

ance industry, and on the strength
of her essay on customer service, ac-
cording to the IIi\A.

Ms. Quiroga, an 18-year veteran
of Aon, will receive a $1,500 cash

prize, complimentary registration

for one course administered by the
American Institute for CPCU/Insur-
ance Institute of America and a

plague commemorating her

achievement.
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Eve rything You Need To Manage
Weather Risk Right At Your Fingertips
The weather is never simple. But GuaranteedWeather.com, a one-stop weather risk
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Continued from previous page 2000 gross revenues $320,000 total, 70% from cal risk assessment, environmental site assessment Compensation by the hour $95 to $325 preparation of permits, environmental site assess-
unbundled environmental risk management consult-

redevelopment
Other services remediation activities, UST man- 2000 gross revenues $1,850,000' total, 17% ment, hazard and risk analysis

Ing directly to corporations and instmitions
Semice area nationwide

agement and removal from unbundled environmental risk management con- Other services remediatton activities, UST man-

Compensation by the project, on retainer
Officers Martin J Flanders, president, Brenda Stall 125 total, 8 environmental professionals sulting directly to corporations and institutions agement and removal, environmental consulting to in-

2000 gross revenues $1,000,000 total, 40% from
Lewallen, CEO Industries served energy, transportation Officers Warren F Rogers, president, Jill Jones, surers and public policymakers, asbestos and lead

unbundled environmental risk management consult-
Contact Martin J Flanders, integral@safeweb net Service area nationwide

COO, Bill Jones, executive vp management, Industnal hygiene

ing directly to corporations and Institutions
Compensation by the hour $45 to $85 Contact wra@wraenviro com Staff 1,282 total, 300 environmental professionals

1  2000 gross revenues $11,000,000 total, 4% from
Officers James C Herrmann, president, Michael E *Estimated Clients 11,000 environmental consulting clients,

Herrmann, professional geologist, Gene P Devine, en-
unbundled environmental risk management consult- 10,000 corporate/institutional clients

vironmental attorney
ing directly to corporations and institutions Industries served communications, construction,

Contact James C Herrmann, iherrmann@jchm-
LAN Associates Inc. Officers Pamela Hall, president, Peter Kinner, se- real estate development

fo com 445 Godwin Ave,
nior vp, Paul Harmon, vp Senfice area nationwide

Midland Park, N J 07432,
Contact Peter Kinner, pkinner@nomiandeau com Sandler Occupational Compensation by the proiect

2000 gross revenues $137,000,000 total, 20%

Hyf:i:r!i:T=al 201-447-6400, fax 201-447-1233 Medicine Associates Inc. from unbundled environmental risk management con-

Services began 1965 P - 125 Baylls Road, Suite 120, sulting directly to corporations and institutions

54 Nonset Path, Services real estate audits, manufacturing plant Melville, N Y 11747, Oacers Larry K Davidson, chairman/CEO, David

Alton, Mass 01720, audits, design and analysts of remediation plans, de- Professional Analytical & 631-756-2204, fax 631-756-2216
R Gaboury, president/COO, Tom Warn, vp-environ-

800-347-4384, fax 978-635-0980
sign of waste minimization plans, litigation support, Consulting Services Inc. mental services

public health risk assessment, regulatory and public
www somaonline com

www hydroenvironmental com policy analysis, environmental safety consulting, 409 Meade Drive, Services began 1983

Services began 1986 emergency response training, ecological risk assess- Coraopolis, Pa 15108, Services real estate audits, manufacturing plant LJ-
Services real estate audits, des,gn and analysis of ment, preparation of permits, environmental site as- 724-457-6576, fax 724-457-1214 audits, litigation support, public health risk assess-

remedlatton plans, hhgation suppon, environmental sessment, hazard and risk analysis members aol com/hnpacs/pacs htm ment, emergency response training, environmental
safety consulting, emergency response training, eco- Other services remedlation activities, UST man- site assessment, hazard and risk analysts

Setvices hegan 1985 URS Corp.
logical risk assessment, preparation of permits, envi- agement and removal, environmental consulting to in- Other sennces environmental consulting to Insur-

Services real estate audits, manufacturing plant
ronmentai site assessment, hazard and risk analysts surers and public policymakers, general nsk manage- ers and public policymakers, general risk manage- 100 Callfornia St, Suite 500,

audits, design and analysts of remediation plans, litt-
Other semces remediation activities, UST man- ment consulting, asbestos and lead management, in- ment consulting, asbestos and lead management, in- San Francisco, Calif 94111-4529,

gabon support, public health risk assessment, envi-
agement and removal, environmental consulting to in- dustrlal hygiene dustnat hyglene

ronmental safety consulting, emergency response
415-774-2700, fax 415-398-1905

surers and public policymakers, general risk manage- Staff 51 total, 6 environmental professionals Sennce area nationwide
www urscorp com

ment consulting Clients 50 environmental consulting clients, 50
training, hazard and risk analysis Compensation by the priject, on retainer, by the

Staff* 40 total, 32 environmental professionals corporate/institutional clients
Other semices UST management and removal, as- hour Services hegan 1950

Clients* 75 environmental consulting clients, 18 Service area nationwide bestos and lead management, industrial hygiene 2000 gross revenues $2,000,000 total, 60% from Services real estate audits, manufacturing plant

corporate/institutional clients Compensation by the project
Stafl 9 total, 3 environmental professionals unbundied environmental risk management consult- audits, design and analysis of remediation plans, de-

Industries served chemical, financial, insurance, 2000 gross revenues $5,000,000 total, 35% from
Clients* 20 environmental consulting clients, 3 Ing directly to corporations and institutions sign of waste minimization plans, litigation support,

petroleum, transportation unbundled environmental risk management consult-
corporate/institutional clients Officers Howard M Sardler, president, Richard public health risk assessment, regulatory and public

Semice area nationwide ing directly to corporations and Institutions
Industries served real estate, water management Blume, Sheldon Rabinovitz, £'ps policy analysts, environmental safety consulting,

Compensation by the project, on retainer, by the Officers Guy Van Dom, CEO, Kenneth Karle, prest-
Semice area nationwide

Contact Wendy L Walmsley, wendy@somaon- emergency response training, ecological risk assess-

hour $45 to $120 dent, Ronald Panicucci, treasurer Compensation by the hour $70 to $300 line com ment, preparation of permits, environmental site as-

2000 gross revenues $3,650,000 total, 25% from Contact Ronald Panicucci, rp@lan-ni com 2000 gross revenues $1,200,000 total, 50% from sessment, hazard and nsk analysis

unbundled environmental risk management consult- unbundled environmental risk management consult- Superior Environmental Corp. Other services remediation activities, UST man

Ing directly to corporations and institutions
Ing directly to corporations and institutions agement and removal, environmental consulting to in

Omcers Henty G Nowicki, president/senior coun- 14641 16th Ave ,PO Box 118,
Contact Hayden Solomon, president, hayden-

surers and public policymakers, general nsk manage-
sultant, Barbara Sherman, manager-operations, Mame, Mich 49435-0118,

sol@hydroenwronmental com
ment consulting, asbestos and lead management, In-

Homer Yute, information systems 616-677-5255, fax 616-677-5258
*Estimated MACTEC Inc. dustrial hygiene

Contact Henry G Nowicki, hnpacs@aol com www super,oremironmental com Stall 16,000 total, 7,500 environmental profes-

Hydro-Terra Inc. 1819 Denver W Drive, Suite 400, *Estimated sionals
Services began 1989

Golden, Colo 80401, Clients 4,000 environmental consulting clients,
9192 Red Branch Road, Suite 290, Services real estate aucits, manufacturing plant

303-278-3100, fax 303-273-5000 Professional Service
audits, design and analysis of remediation plans, de-

2,000 corporate/inst,tutional clients
Columbm, Md 21045,

www mactec com Industries Inc. sign of waste minimization plans, litigation support,
Industries served construction

410-995-1246, fax 410-730-1785 Service area worldwide

Services began 1975 510 E 22nd St, public health risk assessment, environmental safety
Services began 1986 consulting, ecological nsk assessment, preparation of

Compensation by the project,

Services design and analysis of remediation plans,
Services real estate audits, manufacturing plant Lombard, 111 60148, permits, environmental site assessment, hazard and

2000 gross revenues $2,205,578,000 total, 50%

litigation support, environmental safety consulting,
audits, design and analysis of remediation plans, de- 800-548-7901,fax 630-629-4491 nsk analysts

from unbundled environmental risk management con-
sign of waste minimization plans, Imgation support,

environmental site assessment www psiusa com Other semces remedmhon activities, UST man-
sulting diredly to corporations and institutions

public health risk assessment, regulatory and public
Other services environmental consulting to insur-

Officers Martin Koffel, CEO, Kent Ainsworth, CFO,

policy analysis, environmental safety consulting, Sennces began 1972 agement and removal, environmental consulting to In-

ers and public policymakers Services real estate audits, manufacturing plant surers and public policymakers, general rtsk manage-
Jean-Yves Perez, executive vp

emergency response training, ecological risk assess-
Stall 6 total, 3 environmental professionals

Contact Jean-Yves Perez, 303-740-2600

ment, preparation of permits, environmental site as- audits, design and analysts of remediation plans, Im. ment consulting, Industnaltyglene
Clients 6 environmental consulting clients, 3 cor- sessment, hazard and risk analysis gabon support, environmental safety consulting, envi- Stall 60 total, 15 environmental professionals

porate/institutional clients Clients* 100 environfrental consulting clients,Other services remediation activities, UST man. ronmental site assessment
Sennce area District of Columbia, Maryland,

W -
agemem and removal, environmental consulting to in- Other services remediation activitles, UST man- 100 corporate/institutional dients

Pennsylvania, Virginia surers and public policymakers, general risk manage- agement and removal, environmental consulting to in- Industries semed academic, financial, manufac-

Compensation by the project, by the hour $35 to ment consulting, asbestos and lead management, In- surers and publtc policymakers, asbestos and lead turing, medical InstKuttons, metal processing, real es-
$120 dustnal hygiene management, industrial hygiene tate, transportation WCEC Environmental

2000 gross revenues $475,000 total, 75% from Staff 2,300 total, 1,900 environmental professionals Stalf 2,775 total, 505 environmental professionals Service area Illinois, Indiana, Michigan, Ohio, Consultants
unbundled environmental risk management consult- Clients 1,500 environmentalconsulting clients Clients 500 environmental consulting clients, 500 Wisconsin

ing directly to corporations and Institutions Service area worldwide corporate/institutional clients Compensation by the project, by the hour $50 to 14 Green River Road, P 0 Box 594,

Contact Thomas R Mills, president Compensation by the project, on retainer, by the Industnes served banking and financial, construe- $125 Morris, Minn 56267-0594,

hour tion, real estate 2000 gross revenues $6,500,000 total, 25% from 320-589-2039, fax 320-589-2814

2000 gross revenues $320,000,000 total, 82% Bernice area nationwide, Toronto unbundled environmental rtsk management consult- www wcec com

from unbundled environmental risk management con- Compensation by the project, by the hour $30 to Ing directly to corporations and inst,tutions Services began 1990
sulting directly to corporations and Institutions $200 Officers James R Ounce, president, Scott M

IT Corp.
Services real estate audits, manufacturing plant

Officers Scott E State, chairman, Perry Campbell, 2000 gross revenues $200,000,000 total, 12 5% Miller,Fred Trnmer, vps aud,ts, design and analysis of remediation plans, de-
2790 Mosside Blvd, president-Harding ESE, Bhaskar Patel, president- from unbundled environmental risk management con- Contact James R Quince, quince@supenorenvi-

sign of waste minimization plans, environmental sate-
Monroeville, Pa 15146-2792,

MACTEC Constructors sulting directly to corporations and institutions ronmental com
ty consulting, preparation of permits, environmental

Contact Dave Hicks, marketing services manager, Officers Murray Savage, CEO, Howell Branum, *Estimated

412-372-7701, fax 412-373-7135 site assessment, hazard and risk analysis
dshicks@mactec com president, Waller Goin, COO Other services remediation activities, UST man-

Services began 1926 Contact Thomas Boogher, executive vp,
Services real estate audits, manufacturing plant Marsh Inc. - Marsh info@psiusa com

agement and removal, environmental consulting to In-
surers and public policymakers, general risk manage-

audits, design and analysis of remediation plans, de- Environmental Group ment consulting
sign of waste minimization plans, litigation support,
public health risk assessment, regulatory and public 1166 Ave of the Americas, G - Stafl 42 total, 8 environmental professionals

TPM Inc. Environmental Clients 50 environmental consulting clients, 25
policy analysis, environmental safety consulting, New York, NY 10036, Contractors & Consultants corporate/institutional clients
emergency response training, ecological risk assess- 212-345-6000, fax 212-345-0839 QORE Inc. Service area Idaho, Iowa, Minnesota, Montana,
ment, preparation of permits, environmental site as- 2040 Old Louisville Road,

www marsh com 11420 Johns Creek Parkway, Nebraska, NoMh Dakota, Oregon, South Dakota,
sessment hazard and risk analysts Bowling Green, Ky 42101,

Other sennces remedlation activities, UST man- Semces began 1980 Duluth, Ga 30097, Washington, Wisconsin, Wyoming
270-781-4945, fax 270-793-0088 Compensation bythe hour $60 to $105

agement and removal, environmental consulting to In- Services real estate audits, manufacturing plant 770476-3555, fax 770-476-8930
www tpmenvironmental com 2000 gross revenues $4,000,000 total, 10% from

surers and public policymakers, general nsk manage. audits, design of waste minimization plans, litigation www gore net
ment consulting, asbestos and lead management, in- support, regulatory and public policy analysis, envi- Services began 1991 unbundled environmental risk management consult-

Services began 1985
dustnal hygiene ronmental safety consulting, emergency response Sennces real estate aud ts, manufactunng plant au- ing directly to corporations and institutions

Services real estate audits, manufacturing plant dits, design and analysis of remed,abon plans, design of Officers Pnnce Wallace, president, James Van Als
Staff 8,000 total, 425 environmental professionals training, environmental site assessment, hazard and
Clients 1,000 environmental consulting clients, nskanalysis

audits, design and analysts of remediation plans, Ittl- waste minimization plans, litlgalion support, public health tine. vp
gallon support, ecological nsk assessment, prepara- nsk assessment, regulaton, and public policy analysis, Contact Gaylen Weisenburger, gweisenb@

750 corporateAnstitutional clients Other services UST management and removal,

Industries served manufacturing, petrochemical, environmental consulting to Insurers and public poll-
tion of permits, environmental site assessment environmental safely consulting, emergency response wcec com

pharmaceutical cymakers, general risk management consulting, in- Other services remediation activities, UST man- training, preparation of permits, environmental site as-
agement and removal, environmental consulting to in- sessment hazard and risk anah,sis.

Service area worldwide dustnal hygiene
surers and public policymakers, asbestos and lead

Compensation bythe hour $50 to $250 Staff 140 total, 23 environmental professionals
Other services remediation activities, UST man- Willis Environmental Practice

management
2000 gross revenues $1,450,000,000 total, 6% Clients 2,400 environmental consulting clients, agementand removal, environmental consulting to in- 26 Century Blvd,

from unbundled enwronmental risk management con- 2,000 corporate/institutional clients
Stal!* 500 total, 75 environmental professionals surers and public policymakers, general r,sk manage-
Clients* 500 corporate/institutional clients mem consumng, asbestos and lead management Nashville, Tenn 37214,

sulting directly to corporations and institutions Industries served manufactunng, real estte, uh4
Service area Alabama, Flonda, Georgia, Kansas, Staff 35 total, 7 environmental professionals 615-872-3475, fax 615-872-4566

Officers Anthony J Deluca, president/CEO, Harry Service area worldwide
Notth Carolina, South Carolina, Tennessee, Texas

J Soose, CFO, Scott Bonta, president-consulting and Compensation by the prolect, on retainer, by the
Clients 250 environmental consulting clients, 200 www willisenviro com

technology/chief Information officer hour $140 to $375 Compensation by the project, by the hour $60 to corporate/instltutlonal clierts Services began 1992
$150

Contact Kevin Smith, senior vp-business develop- 2000 gross revenues $50,000,000 total, 12% Semce area Alabama, Arkansas, Flonda, Georgia, Services real estate audits, manufacturing plant

ment and strategic planning from unbundled environmental nsk management con- 2000 gross revenues $35,000,000 total, 10% illinois, Indiana, Kentuclq, Louisiana, Missouri, North audits, litigation support, public health risk assess-
from unbundled environmental nsk management con- Carolina, Ohio, South Carolina, Tennessee, Virginia, ment, regulatory and public policy analysts, environ-sulting directly to corporations and institutions

Integral Environmental Corp. sult,ng directly to corporations and institutions West VirginiaOfficers Gregg Bundschuh, managing director- mental safety consulting, environmental site assess-
Officers Dirk van Reenen, chairman, Dave Albin,

359 Lake Park Road, Suite 126, Marsh Environmental Group/national practice leader, Compensation by the prolect, on retalner by the ment, hazard and nsk analysis
Donna Sandidge, senior vp-Marsh Risk Consulting/

president Clinton Hammond, controller hour $45 to $180 Other services remediation activities, environmen-
Lewisville, Texas 75057 environmental consulting group national practice

Contact Greg fischer, gfischer@gore net 2000 gross revenues 53,000,000 total, 50% from tai consulting to insurers and public policymakers,
972-436-3171, fax 972-436-3928 leader, Marcel Steward, senior vp/United Kingdom

*Estimated unbundled environmental risk management consult- general risk management consulting, industrial hy-
Sennces began 1988 practice leader ing directly to corporations and Institutions glene

Services real estate audits, manufactunng plant Contact Greg Bundschuh, 404-995-2834, Donna R - Officers Edward T Hanks, president, Joy Beth Stalt 80 total, 45 environmental professionals
Hanks, secretary/treasureraudits, design and analysis of remediation plans, liti- Sandldge, 615-340-2485, donna h sandidge@marsh Clients 50 environmental consulting clients, 50

gation support, public health nsk assessment, regula- mc com Contact Edward T Hanks, ehanks@tpmenviron- corpolatebnstitutional dlents
toty and public policy analysts, ecological nsk assess-

Warren Rogers Associates inc. mental com Industries served chemical processing, construc-

ment, preparation of permits, environmental site as- N 747 Aquidneck Ave, tion, manufacturing

sessment, hazard and risk analysis Middletown, R 1 02882, Terracon Se,vice area worldwide

Other services remediation activities, UST man- 401-8464747, fax 401-847-8170 16000 College Blvc,
Compensation by the project, on retainer, by the

agement and removal, environmental consuiting to in- hour $90 to $300

surers and public policymakers, general nsk manage-
www wraenviro com Lenexa, Kan 66219, 2000 gross revenues $150,000,000 total, 7%Normandeau Associates Inc.

ment consulting Semices began 1979 800-593-7777, fax 913-599-0574 from unbundled environmental nsk management con-

Staff 4 total, 4 environmental professionals 25 Nashua Road, Services Imgatlon support www terracon con' sulting directly to corporations and institutions

Clients 350 environmental consumng clients, 50 Bedford, N H 03110, Other services UST management and removal
Semces real estate audits, manufacturing plant

Officers Ken Ayers, CEO-U S Environmental Prac-

corporate/institutional clients 603472-5191, fax 603-472-7052 Staff 24 total, 4 environmental professionals
audits, design and analysis of remediation plans, de-

tice, Allan RIckmann, global environmental practice

Industnes served legal, real estate redevelopment www normandeau com
Clients 20 environmental consult,ng clients, 20

sign of waste minimization plans, litigation suppott,
leader; Nell Jaycock, Australian environmental practice

Service area nationwide corporate/institutional clients leader

Sentices began 1970 public health nsk assessment, regulatory and public
Compensation by the prolect, by the hour $50 to Industnes served oil

policy analysis, environmental safety consulting,
Contact Ken Ayers, ayers_ke@willis com

$115 Se,v,ces· real estate audlts, Imgaon support, ecologl- Service area nationwide
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NTERNATIONAL
GLOBAL BRIEFS E.U. pension reform proposed

AGF Collectnves and AGF Asset Man- By CAROLYN ALDRED pending on where participants framework for pension regula- have a well-established private
agement, units of Paris-based Assurances are located The proposed E U tion throughout Europe pension industry, particularly if
Generales de France SA, have won a con- BRUSSELS, Belgium-Multi- In spite of this important first the new E U rules are more re-
tract to manage the employee pension plan national companies' desire to
for Elf Acquitaine, part of the 011 company have a single pension plan for ***

step, however, consultants say strictive than existing national
such harmonization still has a laws

TotalhnaElf in France The Initial premi- workers and retirees throughout long way to go That lS because Private pension plans-includ-
um wlll be about 800 milhon euros ($739 5 the European Union may be the primary source of retirement ing employer-sponsored plans
milhon) AGF, which ranks third in the moving a step closer to reality benefits in Europe remains state- and individual savings arrange-
French group benefits insurance market, with anew EU proposal * sponsored pension plans, even ments-are relatively widespread
said it hopes to Increase its market share Multinationals would save tens though the number of privately in Ireland, the Netherlands and
from 10% currently to 15% by 2005 Syd- of millions of euros per year if *** funded pension plans is growing, the United Kingdom
ney, Austraha-based AMP Ltd and Aegon they could use a single pension consultants say Most other European coun-
UK,a subsidiary of Netherlands-based plan for all of their European Some consultants also predict tries-with the possible excep-
Aegon NV, have pulled out of talks to buy pension beneficiaries, rather drrective would address this situ- opposition to a mngle framework tion of Sweden-are still depen-
troubled U K mutual Insurer Equitable than have multiple pensions de- ation by creating a common from E U member countries that See Pensions on net page
Life Assurance Society But U K -based
mortgage bank Hahfax Group PLC has

table's sales force and fund management Names group blastssaid it has entered into talks to buy Equi-
194 ' i

business, and GE Capital Corp has also

1

'%,1 4f'
expressed rnterest m buymg parts of Equi-

of Lords ruled that Equitable owed a d's Jaffrayoffer j ,

table's business Last year, the U K House Lloy .
r j j P

group of pohcyholders £1 50 bilhon ($2 17
bilhon), and the Insurer closed its doors to By SARAH VEYSEY

a
well as premiums for Equitas

new customers in December when Ltd, the runoff reinsurer for
takeover talks with Prudential PLC LONDON-The Umted Names Lloyd's pre-1993 long-tall lia-

tbroke down The St Paul Cos Inc has re- Organisation, which represents bilities that was established as
ceived authorization from China to open a many of the names that brought part of the reconstruction plan 1,

representative office in Beijing The St the failed Jaffray us Lloyd's At a hearing in late Decem- 42
#- 4.

Paul, Minn -based Insurer's chairman, fraud case, has described the ber, Lloyd's presented the court
Douglas W Leatherdale, said, "it is essen- settlement proposal from with a settlement proposal Un- ll

bal that we be represented m the burgeon- Lloyd's of London as "unac- der that offer, names would be
4 =.

mg Chinese marketplace," as part of St ceptable " required to pay 35% of their
Paul's ambition to develop as a global m- A group of 216 names-indi- outstandmg obligations, though
surer Lloyd's of London has appointed vidual investors-sued Lloyd's, a 5% discount would be made
Nicholas Smith as attorney in fact in Cana- claiming that they were fraudu- available to names who had
da, effective June 1 As attorney m fact, Mr lently recruited to the market suffered particularly high loss- " 3*9%'

1 -tA

Smith will represent Lloyd's underwnters '=.Uduring the 1980s to provide es Names who were par:y to
and carry out eertam functions on their be- capital to cover the asbestosis- the Jaff'ray case would be re-

half under the Insurance Companies Act, related losses that almost crip- quired to pay £25,000 ($36,750)
Including certtfying the accuracy of regula- pled Lloyd's m the early 1990s toward court costs Names in-
tory fllings Mr Smith recently was ap- The names charged that senior volved in cost orders arising
pointed president of Lloyd's Canada Inc , figures at Lloyd's knew-but from other actions were made
which was created last month to provide did not convey to potential in- the same settlement offer
services to Lloyd's underwnters conduct- vestors-the seriousness of the Catherine MacKenzie Smith, PHOTO AFP

ing business m Canada He previously was impending asbestosis losses co-chairman of the London- A building in Ahmedabad, India, lies in ruin after a pow-
regional manager-Canada for the Corpora- Last October, Lloyd's was based UNO, slammed the erful earthquake struck the state of Gujarat on Jan. 26.
'hon of Lloyd's Copenhagen Reinsurance found not guilty of fraud, al- Lloyd s settlement proposal
Co. Ltd. plans to open a branch m Madnd, lowing it to pursue financial "This 'offer' is a demand, not an
Spam, by September to serve the Spanish, obligations from those names 'offer,"' she said in a statement
Portuguese and Latm Amencan markets It that had brought the suit, as "The names tried to make a Quake damages
wlll be headed by Marco Giovane, who has well as from any others that number of points in recent
worked for several years m those markets had refused the market's 1996 weeks that were intended to

and who currently works in the reinsurer's Reconstruction and Renewal help Lloyd's put forward a con-
Copenhagen, Denmark, office London- Plan Those obligations include structive offer, in line with the surveyed in India
based broker Heath Lambert Group has any outstanding liabilities as See Proposal on next page
hrred three energy brokers from Marsh AHMEDABAD, India- jective
UK Ph]1p Hallett, who was managing di- With tens of thousands of peo- The earthquake, of magm-
rector of Marsh's energy division, lomed
Heath Lambert as chairman of its energy U.K. com panies ple dead and hundreds of tude 7 9, caused more damage

thousands more left homeless, to residential, civil and small-
team Also joining Heath Lambert were insurers say the full financial business premises than to
Robin Goodman as director and David

Hallows as associate director Marsh has

also lost three brokers to another London brace for changes imphcations of the earthquake large mdustnes m the relative-
that struck western India Jan ly prosperous state of Gularat,
26 won't be known for some mcluding its main city of

competitor, FirstCity Insurance Brokers time Ahmedabad Large compa-
Ltd., where they Mll lom the company's fi- Tougher health, safety laws expected The Federation of Indian mes, such as Rehance
nancial institutions and professional nsks Chambers of Commerce & In- Petroleum Ltd, which has a
team John Howe will work m London, By SARAH VEYSEY The proposed offense of cor- dustry estimates, however, major petrochemical complex
while Frank Casey and Cameron Bruce porate killing-which would that total economic losses- m the state, have relatively
wtll operate from a new office m New LONDON-Company direc- make it easier for prosecutois to both insured and uninsured- modern facilities that with-

York Standard & Poor's Corp has with- tors need to prepare for the secure a manslaughter bon gic- in Gularat, the state where the stood the tremors
drawn from CreditWatch its BBB+ long- U K government's plans to tion against a company-is ex- earthquake occurred, wdl ex- The quake has raised con-
term counterparty credit and Insurer fi- shake up health and safety law, pected to be a key element in ceed 150 billion rupees ($3 22 cerns m India, however, about
nancial strength ratrngs on Hiscox P.L.C. particularly the proposed intro- the government's new legisla- bilhon) the quahty of construction and
S&P put the ratings on CreditWatch late duction of a new criminal of- tive package, said Mr Fagan The General Insurance the ability of local emergency
last month followrng the announcement fense for corporate killing, an Mr Fagan said he expected Corp of India, the state- services and government agen-
that Chubb Corp was in talks to acquire attorney says to see a proposal for the new owned company that reinsures cies to deal with disasters on
Hiscox S&P affirmed Hiscox's ratings, Managing health and safety law in the Labour Party mani- its four subsidiaries-National such a scale

with a stable outlook, after the companies risks is clearly an item on the festo for the upcoming general Insurance Co Ltd, New India John Twigg, a researcher at
announced they had ended acquisition boardroom agenda, according election, expected to take place Assurance Co Ltd, Omental the Benfleld Greig Hazard Re-
talks In otherratmg actions, S&P has as- to Neil Fagan, a partner at Lon- in May The Home Office is ex- Insurance Co Ltd and United search Centre of Umversity
signed its AA+ counterparty credit and m- don-based law firm Lovells pected to publish a new draft India Insurance Co -said late College m London, said that m
surer financial strength ratings to Jupiter W S Solicitors "The implica- bill in June, and corporate last month that the mounting urbanized areas, both in India
Insurance Ltd.,the Guernsey-based cap- tions of getting it wrong could killing could be on the crimmal claims wall not be quantified and elsewhere, the control and
tive Insurance company of BP Amoco be very dire Indeed Gover- statute book by fall, said Mr before this week and possibly supervision of building quahty
P L C The ratmg is m part based on the nance has got to get into every Fagan later Indian news sources, needs to be improved
AA+ ratang of the parent company, but also part of the business," he said The existing law on corporate however, say the state-owned After devastating quakes m
takes Into account Jupiter's "extremely Speaking at a recent corpo- manslaughter requires prosezu- Insurers expect Insurance recent years m El Salvador,
strong capitallzation, strong operating per- rate governance seminar hosted tors to prove that a person who claims to exceed 10 bilhon ru- Turkey and Taiwan, "there is
formance, and sound underwntmg," S&P by London-based AIG Europe embodies the "controlling pees ($215 1 milhon) an urgent need across the
said m a statement These factors are par- (U K) Ltd, Mr Fagan remind- mind" of a company was re- India's finance minister, board for governments to m-
bally offset by Jupiter denving all its bum- ed delegates that last year, sponsible for an accident that Yashwant Sinha, has said he vest in pre-disaster mitigation,
ness from one source, "mcluding a number Deputy Prime Minister John results in a death The new pro- wants to see msurance claims mcluding mvestment in local
of high-severity exposures and the poten- Prescott promised to introduce posed corporate killing offense, settled expeditiously, and in- capacity, such as public edu-
tially very sigmhcantly volatile nature of a "new wide-ranging act of in contrast, would require pros- surers have met to work out a cation," he said
its business lines," S&P said Parliament to make Britain a ecutors to show only that a strategy for achieving thts ob- -By Edwm Unsworth

safer place to work " See Laws on nezt page
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Laws ing subsidiaries in the United
Kingdom where an offense takes
place Heeding environmental risks

Continued from previous page Mr Fagan advised delegates
management failure by the com- that companies that employ third- By SARAH VEYSEY state of mind" She said that the essential com-

pany was the cause, or one of the party contractors could be held 11- Ms Wilder told delegates that ponents of an environmental man-
causes, of the person's death As a able for accidents by those con- LONDON-Directors and offi- all modern U K health and safety agement system are
result of this proposed change, in- tractors if it is found that they did cers of U K companies must be- laws contain provisions that en- • An environmental policy that
dividual directors of companies not take the necessary steps to en- come more aware of their environ- able prosecuting authorities to takes into account regulatory re-
could find themselves facing sure accidents did not occur To mental liabilities, warned Lisa bring actions against the directors quirements and the environmental
criminal charges if it is found that this end, said Mr Fagan, compa- Wilder, a partner in the environ- of a company and its senior man- effects of the company's opera-
a management failure was to nies should keep notes of meetings mental law unit of the London- agement She said that directors tions under normal, abnormal and
blame for a person's death with subcontractors "You can't based law firm of Slaughter & and officers could be found to emergency conditions

"The management failure may contract out of a criminal of- May have both criminal and civil habil- • Objectives that are consistent

be regarded as the cause of a per- fense," he warned At the AIG Europe (U K) Ltd ity in environmental law cases with the environmental policy and
son's death, notwithstanding that The major sanction to be used corporate governance seminar in that reflect a commitment to im-

the immediate cause is the act or against companies found guilty of London late last month, Ms proved environmental perfor-

Wilder pointed out that the gov- Companies must look mance over time

ernment of the United Kingdom • An environmental manage-
has introduced a raft of measures to effective risk ment program that designates the

'The management failure may be regarded as to make companies more account- management for responsibility for achievement of

the cause of a person's death, notwithstanding able for their environmental lia- the obilectives at each level of the
bilities environmental liabilities, organization and that indicates

thal the immediate cause isthe actor She noted that, m the past year, says Lisa Wilder. the means by which these objec-
the U K Environment Agency has lives are to be met

omission of an individual,' says Neil Fagan. published "naming and shaming" The environmental management

lists of polluters, the Department program must include

of the Environment, Transport She pointed out that, because • A management representative
and the Regions has looked into much of U K environmental law is with responsibility for implemen-

omission of an individual," said corporate killing likely would be setting up a court in which envi- tried in the criminal courts, it is tation of the program
Mr Fagan "There can be a man- fines rather than prison terms, ronmen-al cases will be heard by often extremely difficult for com- • Staff training
agement failure notwithstanding said Mr Fagan "These will prob- experts; the Sentencing Advisory panies to get traditional insurance • Procedures for documenting
the fact that management was not ably be in the millions rather than Panel has published recommenda- coverage for directors and officers legislative and other requirements,
directly involved in the accident " tens of thousands They are ex- tions to increase the sanctions environmental liability Indeed, the key elements of the system and

Mr Fagan pointed out that the pected to be related to (earnings) used against environmental of- she said, the Assn of British In- the allocation of responsibility
fact that the proposed new law and to that extent could be very fenders and Environment Minis- surers has recommended since • Rules to deal with non-comph-
would apply not only to publicly substantial indeed," he said ter Michael Meacher has warned 1991 that ltS members exclude ance with the system
traded companies but also to "all Mr Fagan also pointed out that that if companies don't voluntarily gradual pollution from their D&0 • Procedures to respond to

undertakings," including such individuals could bring civil law- report on the environmental im- pollcies "And, of course, all pollu- emergency situations and to miti-
non-profit entities as schools and suits against companies found pact of their activities, the govern- tion is 'gradual "' Though some in- gate their effects
hospital trusts, would mean that guilty of corporate killing "If you ment will introduce mandatory re- surers are now offering specialist • The formulation of procedures
every employer in the United have got the money, then you can porting packages in this field, companies for the review and revision of the
Kingdom should be aware of the bring a private prosecution," he "Given this political climate, it must not rely on insurance protec- environmental policy
proposals said "This will bring out the ac- has become difficult for compa- tion in the environmental liability • The establishment of petiodic

One of the expected sanctions tion groups who will readily start nies who value their reputations to field, she warned, instead, they audits of the system
expected to be used against those to bring private prosecutions," he ignore their environmental re- must look to effective risk man- "Environmental liability is here

found guilty of corporate killing is warned, since the burden of proof sponsitilities," Ms Wilder said agement to stay," she cautioned

that they be banned from ever lS lower for corporate killing than "As many environmental offenses One risk management technique Ms Wilder said that, as environ-

taking up a director-level post for manslaughter are stnet liability-do not require is the so-called "environmental mental breaches begin to tar'nish
again Mr Fagan advised risk man- proof of fault-it is relatively easy management system " Establish- companies' reputations and, con-

Mr Fagan also pointed out that agers present at the seminar to to prosecute companies for them, ment of such a system provides a sequently, their share prices, an
the Home Office consultation pa- talk to Home Office officials and it is becoming easier to pros- company with control over its en- increase in shareholder actions
per on corporate killing stressed about the implications of the pro- ecute companies for environmen- vironmental performance, Ms against such companies could be
that companies should not be al- posed corporate killing offense tal offenses that require proof of a Wilder said expected Im
lowed to use company group before lt finds ltS way onto the
structures as a mechanism for statute book

evading liability for corporate He added that though the pro-
killing-"the example given of posals are currently limited to just Proposal help names settle their liabilities partment of Trade and Industry

Ms MacKenzie Smith said that civil servant, did not, in contra-
small subsidiary companies being England and Wales, he expects the panel, which is made up of a vention of the judge's suggestion,
established to carry on the group's other European countries to adopt Continued from prevlous page include a retired ludge She de-
riskier business " similar legislation if it is seen to judge's suggestion, and which had scribed the panel exercise as a

The proposed offense would ap- be a success in the United King- a reasonable chance of success, 'Few, if any' names can
"sham"

ply to any companies with operat- dom  Ms Mackenzie Smith said, A spokesman for Lloyd's de-
adding that requests for meetings accept the offer, says scribed the United Names Organi-
with Lloyd's had been refused Catherine MacKenzie sation's comments as "unhelp-

Ms MacKenme Smith contend- ful-particularly at a time when

Products & Services Guide ed that " few, if any" of the names Smith, who characterizes it the courts, and even Sir William

could accept the offer, which she as a'crazy demand.' Jaffray (who brought the original
characterized as a "crazy de- fraud suit), have urged names to
mand " think very carefully" about the

To place youi ad, contact Ii ais Amleshi In handing down his verdict in settlement offer He also pointed

Phone: (312) 649-5340 Fax: (312) 649-7937 the Jaffray trial, Mr Justice member of the Lloyd's Council- out that Lloyd's had encouraged
Cresswell recommended that an the governing body at Lloyd's-an names to seek independent finan-

E-Mail: iamleshi@crain.com independent panel be set up to Equitas auditor, and a retired De- cial advice m

Pensions spite a recognition by those govern- worth about 2.30 trillion euros
ments that there "will be huge ($2 13 trilhon), according to the Eu-

Need Dental Care? Publishing problems with the current state ropean Commission

February 19
Continued from previous page provision," he said The European Comnussion's mo-

Check Out Our Dental Plans dent on government pensions Al- Sweden, in contrast, is moving posal will aim to strike a balance
though there is growing anxiety toward allowing more privately between regulations tough enough

Self-insurance: that those state-sponsored pension funded pensions, he said, though 11 to assure the security and solvency
www.conceptdr.com

Property/Casualty & arrangements are underfunded and stll lags behind the private pension of private pension benefits, and
unsustainable, efforts to replace development m Ireland, the Nether- ones that would be less restrictive

Employee Benefits them with private pensions are slow lands and the Unlted Kingdom to keep administration costs low
Directory: moving; The proposed directive is a "step "Institutions for occupational re-

CPCU® lIA and CIC
Third-Party "In France there lS a lot of resis- along the way" to harmonize how tirement provision play a major role

candidates
Administrators tance, mainly from the trade pension benefits are delivered in in promoting social cohesion in

You'll learn mol¢Jaster witll -1-he Burnham unions, toward (privately) funded Europe, but there is still a long way many member states and in financ-
Systemfbr 6?(31:10 AIM ARM Cloging: Februaty 13 schemes," said David Formosa, a to go, said John Mortimer, secretary mg Europe's economy In view of

ARe., AFsiEliteed senior consultant with William M of the Society of Pension Consul- the aging of the Union's population,
Call 1-858ZhURNffA7*Now! Call now to reserve Mercer Ltd in London tants m London Mr Mortimer not- such institutions must be able to

In Germany, there have been gov- ed that the tax treatment of pen- operate with the utmost securityyour ad space ! ernment proposals to introduce sions still varies considerably from and efficiency," said E U Internal
(312)649-5340 more privately funded pension state to state and would also need Market Commissioner Frits

Where Benefit Buyers plans and cut back on state bene- to be changed to harmonize pen- Bolkestein
fits bit Mr Formosa predicted this sions The security of pensions is of

meet Benefit Sellers 0 Business change would be embraced gradu- Institutions that provide occupa- prime importance the rights of fu-

-Illit Insuronce ally tional pensions-such as hfe insur- ture pensioners must be protected
Meanwhile, in Italy, Spain, Por- ers and banks-currently cover by strict prudential standards But

tugal and Greece, there has been no about 25% of the labor force m the the cost of pensions must also bewww.businessinsuranie.com

change in pension legislation de- European Umon and manage assets See Pensions on page 27
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Texas County Mutual, Confidentiality SANFORD ROSE ASSOCIATES INSURANCE CLAIMS MANAGER Risk Manager
agreements will be required as Is a Executive Insurance Search

Self-insured property/casualty pool seeks Statewide governmental association is
qualified buyer Reply to Business www.sanfordrose.com/carmel KEY STRATEGIES, LLC
Insurance, Box 3141, 740 N Rush Street,

candidate with 10 or more years currently seeking to fill the newly created Mike Tannenbaum Barry Citron Lee Burrows

Chicago, IL 60611-2590
*Happy New Year* experience to manage it, property, position of risk manager Candidate

Thank you to our clients & friends casualty and errors & omissions should hold aBA, and have a very strong
In the Insurance Industry claims/litigation for Michigan schools background in loss control Either of the

BUSINESS See how we can take the Excellent benefits and great work following designations would be Risk ManagemGit Recruiting
OPPORTUNITY headaches environment Send resume with salary beneficial as well CSP or ALCM A

out of your Recruiting needs In expectations by March 1, 2001 to minimum of 5 years m this field of work ts Career Coaching
2001 Executive Directo- a must Please send your resume and

Successful Illinois Insurance
SET SEG expected salary range to the following

Holding Company seeks to Ph 800/201-2463
415 W Kalamazoo Street address P 0 Box 4793, Frankfort, KY

acquire an interest in an sracarmel@aol.com "The Risk Management Career Expertsl"
Lansing, MI 48933 40604-4793 Governmental health and

Illinots retailer with a retirement benefits provided Deadline
current book of substandard for submissions is February 23, 2001 strategies 400 Eagje RockAve, Ph. 973-887-2300
pnvate passenger automobile - r 'A E. Han)ver, NJ07936 Fax 973-8874334

with current management team
business. Company expanding *mng . Cona,11,* I (>ochir www.keystfategies.com

in place. Rep/ies wi# be Advertise in our • Risk Management
he/din stnctest confidence. 4'Whm P¥*swonals . Insurance Brokerage

Pnncipals only. next issue! 667* Their Cmeers" • RMIS Technology
y: • Safety & Loss ControlReply to:

'118!liSY(iligal; -46. .. 4- LE,1,6"imiuiiI"1
February 12 • Claims Management

Business Insurance, Box 3149 Closing February 6 Executive • Risk Management Consulting
740 N. Rush Street

Chicago, IL 60611-2590 Call 312-649-5340

Reeruiters
15 James Street, Main Level,
Florham Park, NJ 07932

Your Experience Is About To Pay Off.
Call 973-765-9000

J PLI Brokerage, a national insurance broker and subsidiary of The ChubbFax 973-765-9009

Nationwide Also Ask About Our Corporation, ts seeking ambitious aggressive and experienced professionals
Temporary Opporlunittes for various positions nation wide PLI sbecializes m mche personal insurance

sales and marketing and offers you the adv.intages of an entreoreneunal
IN THE SUPREME COURT OF BERMUDA IN THE HIGH COURT OF JUSTICE 121VIa RICHARD MEYERS culture with exceptional Fortune 500 benefits

CIVIL JURISDICTION
www.,mainc.com IW'Ill Be ASSOCIATES. AC.

CHANCERY DIVISION Regional And Office Managers
2001 No 29 No 415 of 2001

Will manage sales and senice for one or muinple PLI offices Should have
IN THE MATTER OF IN THE MATTER OF expenence working with unscale clier,tele and strategic alhances, including
RAMUS INSURANCE LIMITED RAMUS INSURANCE LIMITED 4 IHilliVI'll['1*2 financial comultants, mortgagelenders. jndreal ors
and and

Relationship Managers
IN THE MATTER OF THE IN THE MATER OFTHE

COMPANIES ACT 1981 COMPANIES ACT 1985 THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS Loolang for highly monvated individuals who can foster ne# client relation-
ships through partnerships with financal consultants, affinity groups and real

ADVERTISEMENT COUNTY DEPARTMENT, CHANCERY DIVISION estate businesses

IN THE MATTER OF THE LIQUIDATION Sales Eecutives
NOTICE IS HEREBY GIVEN that by Orders dated 1* February 2001 and 30th Janualy 2001 the
Supreme Court of Bermuda and the High Court of Justice m England and Wales have each OF ILLINOIS EARTH CARE WORKERS COMPENSATION TRUST If you ham a strong entrepreneunal Ant and the ability to bond well with

resectively directed a Meetifig of the creditors of Ramus insurance Limited (the "Company") whose prospects and clients, determine 'hetr needs and provide appropnate services,

claims arise from transactions entered into with the Company (the "Scheme Creditors") to be NOTICE OF CLAIM FILING DEADLINE AND PROCEDURES we have a position for you

convened for the purpose of cons,defing and 11 thought lil approving (with or without modification) All candidates should possess val d P/C License and e <perience m
a Scheme of Arrangement proposed io be made between the Company and its Scheme Creditors

PLEASE TAKE NOTICE, that on October 26,2000, the Cimuit Cou of Cook County,
Illinois, entered an Agreed Order of Liquidation With a Finding of Insolvency and Injunctive Relief

similar position For ,ob opportunittes m your area, visit our website at
and thal such Meeting will be held at Clawndon House, 2 Church Street, Hamilton, HM CX, www plibrokerage com Send resume.0 Humr Resources, Ptl Brokerage,
Bermuda on 21 March 2001 at 11am (Bermuda time) at which place and time all Scheme Creditors against Illinois Earth Care Workers Compensation Trust ("EARTH CARE") Nathaniel S Shapo, 25 Independence Blvd, 4th Floor, Wrren, N.] tr059 or fax to 908-903-6501
am requested to attend Director Insurance of the Slate ofillinois, is the statutory and court affirmed Liquidator of EARTH ore-mailto careers@plib zum

Any person entitled to attend the said Meeting can obtain copies of the Scheme of Arrangement,
CARE ("Liquidatof) -9

Forms of Proxy, Claim Forms and copies of ihe Statement required to be furnished pursuant to TAKE FURTHER NOTICE, that on January 16, 2001, the Circuit Court of Cook
Enal Opportmty Entskyer

Personal Jns,mmce irofessional Solution, PU B.keige. lncSection 100 01 the Companies Act 1981 of Bermuda and Section 426 of the Companies Act 1985 01 COUftty, Illinois, entered an Ord:r Fixing Rights and Liabilities and Pmviding lot the Filing of Claims
CHUBS

England and Wales from the offices of the Company's Bermudian lawyers, Conyers, Dill & and the Setting of Claim Filing Deadlines (Fixing Order) Pursuant to the Fixing Order, all fights and
Pearman, Clarendon House, 2 Church Street, Hamilton, Bermuda Tel +1 (441) 295 1422 (Rel habilities of EARTH CARE and Its policyholders, members, creditors and all other persons
RJMAIe/320728) and al the offices of the Companfs English lawyers D J Freman, 43 Fetter Lane, interested m its pcoperly or assets, ate lixed as ol October 26 2000, unless othmwise provided in H
London EC4A 1 JU, Unmed Kmgdom Tel +44 20 7583 4055 (Rel VMT/01133430) during usual pnot or subsequent orders Of tile Court
business hours on any day (other than a Saturday of Sunday or public holiday) prior to the day U Classifieds continue on next page
appoinled tor the said Meeling TAKE FURTHER NOTICE thal all persons, companies or entities who have, or may

have claims against EARTH CARE, its propefly o[ assets, or agamst an enrollee or policyholder,
The Scheme Cmditors may vote m person at the said Meeting or they my appoint another person
whether a Scheme Creditor or not as their proxy to attend and vote in their stead

shall have the fight to present and file with the Liquidator proper proofs of claim on or below
October 26,2001 at 430pm CST)

It iS requested thal forms appointing proxies be lodged together with Claim Forms at Dorchester
House, 7 Church Street, Hamilton, HM 11, Bermuda (Attention Andrew Ward), not less than 48 TAKE FURTHER NOTICE, that pursuant to Section 209(4) of the ||lAois insurancehours before the time appointed for the said meeting, but if forms are not so lodged they maybe Code,2151LCS 512098), any msured underan insurance policy issued by EARTH CARE shall have Looking for a candidate
handed to Ihe Chairman al the Meeting of sent by tacsimde transmission on lacsimile no +1 (441) the nght to present the Liquidator wilh a proof 01 claim setting forth a contingent claim. subled to
295 1242 (Attention Andrew Ward) provided that they are received by the commencement of the the claim illing deadlifte 01 October 26,2001 al 430pm (CST) The linal date by which evidence

5yegorAvoy{*SosreesdiloNt'raFnoS'371},Flhave*5eonh*s utrITuada°2'11'1%"3'25mgmarSiebyalhowequdatuorrposael
available to the Company in respect of such claims pattic,pating m any disttibutioi 01 estate assets that may be made at the das "d" priority level, 215

to fill tile ob?
By the said Orders the Courts have difeded thal the Cha,Eman of the Meeting shall be Alex Cooper ILCS 5/205 (1)(d), unless suchclaim has been liquidated and the insured clatmant has presented
of Conyers, Dill & Pearman ot Clarendon House, 2 Chumb Street, Hamilton HM CX, Bermuda or evidence 011}ayment of such claim lo the l iquidator on or before October 28,2002 at 4 30 p m
his alternate, any parlner of Conyers, Dill & Pearman of Clarendon House, 2 Church Street, (CST)
Hamilton HM CX, Bermuda and have directed the Chairman to report the results of the said Meeting

TAKE FURTHER NOTICE, that the loan and required contents olall pmols ol claim
When the most talented men and women in

to the Coufts
are described In 215 ILCS 5/209 Proofs ol claim, along with supporting documents, if any, are to the insurance industly want to make a move,

The said Scheme of Affangement mil be subject to the subsequent approval of the Supreme Court be filed wilh, and may be obtained Imm, the Liquidatorol EARTH CARE, c/o the Ollice of the Spe- they turn to...
of Bermuda and the High Couft of Justice m England and Wales cim Deputy Receiver, located at 222 Memhandise Mart Plaza, Suite 1450, Chicago. Illinots 60654
Dated this Monday 5 February 2001 A proof ol claim shall be deemed "filed" with the Liquidator upon the Liquidator's receipt thereof

Conyers Dill & Pearman The liquidator reserves the Fight to require such addlitional Information with resped to any claim
Clarendon House filed with himas hemay deetr necessary The Liquidator [udher reserves anyandalldefenses avail- Business
2 Church Street able to EARTH CARE upon all hled clalms All prools ol claim must be duly swom lo betore an om-
Hamilton HM CX cef authonzed to take oams Insurance®
Bermuda

THE LAST DATE FOR THE FILING OF PROOFS OF CLAIM WITH THE UQUIDATOR
Ret RJM/tle/320728

IS SET FORTH ABOVE NO PERSONS, COMPANIES OR ENTITIES HAVING OR CLAIMING TO HAVE Call' Irais Amlesii at 312-649-5340
and ANY CLAIM AGAINST EARTH CARE, ITS PROPERTY OR ASSETS, OR AGAINST AN EARTH CARE for advertising oetails
DJ Freeman POUCYHOLDER OR MEMBER, SHALL PARTICIPATE IN ANY DISTRIBUTION OF THE ASSETS OF
43 Fettm Lane THE COMPANY UNLESS SUCH CLAIMS ARE PROPERLY FILED WITH THE UQUIDATOR ON OR I
London BEFORE OCTOBER 26, 2001 AT 430 PM (C ST)
EC4A 1JU

Cathleen M Tmvis
United Kingdom
Ret VMT/01133430 Special Deputy Receiver

---
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TAKING STOCK

Seeking clues to industry performance
By Myron M. Picoult Economic Research makes the final call as individuals and corporate entities to be shortfalls, management comments about

Speczal to Business Insurance to when a recession actually starts and sued Furthermore, deteriorated casualty loss-cost trends and negative cash flows
when it ends The benchmark for a bear underwriting results will continue to exert for many entities are all indications of the

A
fter being in the dumps for an market is a 20% decline from the market's pressure for rate rehef While workers need for continuing rate relief and,
extended period, property/casualty high to its low compensation insurance could be perhaps, a return to some semblance of an
stocks went on quite a tear in 2000, It remains to be seen if the negatively affected by declining payrolls, extended underwriting cycle Loss-cost

bouncing up, on average, about 40% in aforementioned patterns repeat For the horrendous underwriting results in many inflation, though, could limit expected
price Subsequently, though, they have historians, there really are Jurisdictions will keep the pressure on for earnings gains and offset some of the
run into a bit of a wall, losing, on average, property/casualty cycles But while there rate increases impact of hardening rates in coming

10% to 15% of are always similanties in the cycles, there To be sure, the impact from a recession quarters The interplay of these factors is

, -yl their value from are always some differences as well will vary from line to line In general, likely to be confusing to investors over the
their year-end Let's begin by addressing the though, the industry is not overly affected near term

2000 closings performance retrenchment The Investment income growth will be An old industry sage once noted that it

%*05 We should exceptional appreciation in many of the affected, albeit slowly, by declining yields is important to be mindful of shifts in the
4'3: also note that, stocks during the past year-some As noted, property/casualty stocks have direction that the wind is blowing The

, 4** for the most actually doubled from their February- shown a pattern of mostly outperforming key question is whether some purveyors
*,u,=2' part, Wall March 2000 lows-sparked some profit- the general market indices during have been blown further off course than

k Street observers taking, which was exacerbated by some recessions and bear markets over the past their managements realize
- =ft. have tended to "hot money" flowing out of the group 50 years Factors ind-cate that the past Clearly, the spread between the haves

4 4 04 play catch-up Some investors also lightened up on their patterns can be repeated and the have-nots is increasing The

3* with the holdings, taking a cue from a reasonably But some nasty storm clouds on the profitable survivors will exhibit effective
group's broad amount of insider selling at some horizon make the likelihood of a repeat capital management techniques and
performance insurance companies performance uncerta-n Clearly, there is sensitivity to marginal rates of return, and
The stocks' In addition, some began to sense enormous pressure on insurers to continue they will make forays into the land of
performance possible disappointments with the 2000 to plug away at getting incremental rate compensation to revamp the business for
over the past fourth-quarter earnings relief key underwriting and operations

year and prognostications of an economic Before addressing the likelihood of Traditionally, property/casualty stocks personnel These are subiects we expect to
slowdown beg the question of just how property/casualty stocks again do well when premiums are rising and address in subsequent columns m
property/casualty stocks are likely to outperforming in a sluggish economic interest rates are low Some of the early
perform in the coming year environment, we should first look at what fourth-quarter 2000 earnings reports bear

We rummaged through our archives and happens to the industry in a recession testimony to the sorry state of the Myron M Picoutt m a director and
found that, from 1952 through the end of At the margin, unit demand is tied to industry's underwriting template in past senzor advzser to the financzai :nst:tutions
1999, the Standard & Poor's Property- the general economy Although the years group at Wasserstem Peretta & Co Inc zn
Casualty Index has outperformed the overwhelming amount of premiums comes It is becoming increasingly clear that New York He ts the past pres:dent of the
Standard & Poor's 500 Index durmg mx of from the renewal book of business, pricing on business written in 1999 was Assn Of Insurance & Financial Analysts
the last eight recessions and six of the last demand for property coverage will be woeful for virtually all purveyors We and a member Of the New York Society of
seven bear markets affected, to some extent, by a reduction in have argued for some time that the Secunty Anatysts An arch:ve of MT

Historians say that, by definition, goods in transit, some slowdown in new balance sheets of many insurers have been Plcoutt's columns for Buslness Insurance
recessions occur when real gross domestic construction, fewer sales of new cars, etc compromised because of deficient can be viewed on the World W,(ie Web at

product declines in two consecutive The demand for casualty coverage is reserving practices and questions about www businessinsurance com He can be

quarters But the National Bureau of largely tied to the propensity of reinsurance recoverables The earnings reached at mpicoult@wpequity com
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*. the directive, the rules of the coun-

Continued from page 24 try in which the employer is sit;uat-
borne in mind Benefits must not ed would apply

. .
become too costly through low re- The proposal for the directive

.· ..

t 1 turns or excessive administrative must be passed by the European
0 . A a 4 constramts," said Mr Bolkestein Council and European Parliament0

He added that "firms' competi- before it can be adopted
tiveness would be affected, the fi- Already, concerns are being
nancial equilibrium of pension raised m the Umted Kmgdom that45

schemes would be more difficult to the directive would impose tougher
solvency and mvestment rules than

t ,...

.'A,Till- = lilalikl,tuggilall  , those already operatmg successful-

The proposal'seeks to ly m more hberal countries

INTERNATIONAL ACCOUNT EXECUTIJ E f Ri- Although any move to create a
ensure both the security pan-European market for privately0
and affordability of funded pensions lS positive and

LOCKTON COMPANIES, INC. could mean substantial cost savingsProfit Center occupalional pension' for multinational companies, "noneAmerica's Largest Independent Commercial Broker
CEO

51· plans, said Frits Bolkestein. of us want to see a Europe-wideLockton Companies, Inc is conducting a nationwide search for an straitjacket" of stricter solvency
expenenced individual to Join our international client resource group based

Lead a $5 million - revenue and investment rules imposed on
in Kansas City With a significant and growing proportion of company

retail brokerage located in the pension funds, said Alan Pickering
revenues generated from U S based multinational accounts, this is a very .Mountain States Contact Richard achieve and pensioners might re- chairman of the National Assn ofimportant role with the company We seek an individual who is motivated to

Shoemaker ceive less in the way of benefits Pension Funds in Londonwin and who can provide the customer-oriented level of service for which ' - C•-£_' I '
0 Locktonis known Consequently, the proposal for a di- A recent survey by the NAPF

found that the majority of pensionrective seeks to ensure both the se-

Senior The nght individual would have - cunty and the affordability of occu- plan sponsors say that U K regula-
Consultant • At least 3 years expenence of developing coverage and service . . , ,., , pational pension schemes " tions have grown excessive in re-

solutions for multinational companies on a worldwide basis, The E U pension proposal states cent years, particularly in the wake
Venerable national RM &

•Extensive background in commercial brokerage environment, that the final directive should con- of the Maxwell pension scandal (BI,
consulting practice needs

• Demonstrated ability to instill confidence and comfort m tain Jan 15)
financial institution expert

business relationships, • Strict rules to protect private While that is the majority view inContact Chuck Winter L- 4
• Interpersonal slalls to build and maintain effective relation 9 L pension beneflciaries, including de- the United Klngdom, the situation

For more details, or to send your
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tional pension providers and pow- "France has very few funded pen-
mmjmmuDeo.com Lockton Companies provides a competitive high-energy environment for ers mvested in supervisory authon- mon schemes and they would want

On our Home Page, click on the high achievers to work with their peers We offer excellent benefits and a ties to monitor the providers to have a very heavily regulated
IR Group Rocket Ship It could comfortable work setting

• Investment rules that would in- private sector before moving away
accelerate your careert Lon Hoskin clude a certain amount of freedom from the state sector," said Mr

We are the leader m managmg Recruiting Manager in investment policies, providing Pickering
six figure recruitment projects for Lockton Companies, Inc that mvested assets are fairly diver- "For some countries, such as
the insurance industry

444 West 47th Street sified at all times France, the concept of funded pen-
Kansas City, Misiourt 64112

If you want to contact us in a more • Rules enabling cross-border sions is a giant leap from their cur-
traditional way, please mail your management of occupational pen- rent state-provided system and one
resume to sion plans An mstitutional pension can understand the desire for great

IR Group Companies provider would be able to manage prudence, but we would not want to
7777 Greenback Lane LOCIQON the programs of companies located see existing systems and arrange-

Suite 201 m other member states while apply- ments which work well in the U K
Citrus Heights, CA 95610 Telephone (816) 960-9468 - Fax (816) 960-9571 ing the regulations of the state in overturned," agreed Mr Mortimer

Email careers@lockton.com which it is established As for na- from the Society of Pension Man-
tional social fertiritv Anri l:ihor rpsy- A g-prq m
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Tunnel
Continued from page 1

manager for the cily of Los Angeles.
But a commitment to safe practices

and a multimillion-dollar investment

in new tunneling technology helped
attract insurers and win favorable

rates for the new project, they said.
The city found several insurers willing
to provide workers compensation,
general liability and other coverages
for the construction of the sewer lines,
which will run about 19 miles through
densely populated Los Angeles com-
munities. Consequently, construction
likely will begin next month on the
project. The sewer should solve the
city's problem of raw sewage over-
flowing onto streets. A state agency
mandated elimination of the overflow.

Aon is both the broker for the pro-
ject and the administrator of the OCIP.
The winning bid to provide insurance
coverage for the program came from
New York-based American Interna-

tional Group Inc.
Under an OCIP, the owner of a con-

struction project provides the insur-
ance coverage for the project's con-
tractors and subcontractors, which are
then required to deduct the cost of in-
surance from their construction bids.,

The owner can reduce construction

costs by purchasing insurance on a
volurne basis, providing it at a lower
cost than an individual contractor
could. The owner can further lower in-

surance costs by enforcing contractor
safety practices.

Los Angeles had other reasons for
creating an OCIP, such as being able
to hire local small and minority-
owned contractons who otherwise

might not be able to buy the appropri-
ate coverage limits, Mr. Parker said.

AIG locked in the price it quoted the

city nine months before construction
began, though the rates for workers
compensation in California have risen
sharply during that time. The project
has an estimated $72 million payroll.

AIG also insured the MI'A's subway
project after the transit agency's origi-
nal primary insurer, Argonaut Insur-
ance Co. of Menlo Park, Calif., de-
dined to mnew its coverage. The MTA
is suing Argonaut and its case is ex-
pected to go to court this summer, a
transit authority spokesman said.

For Los Angeles' sewer OCIP, the
insurance rates provided by AIG are
guaranteed through the life of the pro-
ject, which is expected to take four
years to complete. The city has the op-
tion of adding to the program other
sewer construction projects, making
the OCIP a "rolling wrap-up," Mr.
Parker said. And Los Angeles already
has notified the insurer that it may ex-
pand the OCIP to include another
$400 million in construction, he said.

The OCIP is expected to save Los
Angeles at least 0.75% of construction
costs, or $3 million, according to a fea-
sibility study prepared by Aon.

The savings could be even greater,
though, because the city can also earn
dividends under its insurance policy,
depending on the project's loss history.
Potential dividends range from
$400,000 for a 50% loss ratio to $2.5
million for a 10% loss ratio.

The city's target is to save 1% of to-
tal construction costs, Mr. Parker said.

But Los Angeles' true savings could
be greater, depending on how much
workers comp rates climb throughout
the life of the construction project and
that of the other projects the city adds
to the rolling wrap-up program.

Still, among all the large Southern
California construction projects on
which her team has worked, Los An-
geles' sewer tunnel ranks among the

toughest coverage placements, Ms.
Curry said. Finding insurance for
miles of tunneling is simply much
more difficult than is placing coverage
for building sites, she erplained.

The MI'A tunnel was the only other
significant tunnel project undertaken
in Southern California; therefom, AIG

underwriters relied on it heavily for
loss expectancy estimates, Ms. Curry
said. Also, Southern California soil is
unfavorable for tunneling, she noted.

And added to underwriting consid-

erations were the worries of the city's
political leaders-from the mayor and
city council on down-who feared
that tunnel construction could anger
residents and business owners if

ground subsidence were to cause
property damage, Mr. Parker said.

To address such concerns, Los An-

geles will spend $6.5 million each for
at least four earth pressure balance
tunnel boring machines. These have
been used in a handful of U.S. cities

and are being considered for projects
in others, according to Los Angeles of-
ficials. Each machine costs about $2.5
mjllion more than a conventional tun-

neling machine, they said. Unlike con-
ventional sewer construction equip-
ment, the boring machines don't cre-
ate open trenches and are guaranteed
to eliminate earth subsidence as they
slowly bore underground paths.

That "gives a huge comfort level to
insurance companies that they are not
going to be paying out huge claims for
business interruption losses during the
project," Ms. Curry said.

Lowered underground through
shafts, the machines eliminate caving
and ground settlement-and thus pre-
vent building property damage--
through a combination of factors.

But the city relied on more than
technology to ease community con-
cerns about tunneling, attract insurers
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in association with Southwest Texas State University

and minimize liability claims.
Los Angeles created a technical ad-

visory board of independent engineer-
ing experts, including university pro-
fessors, who reviewed plans to warn of
potential problems, Ms. Cuny said.

City engineers will also provide
oversight during the project, and city
construction inspectors will monitor
for potential safety problems. They
will have the authority to implement
solutions to problems and will coordi-
nate their efforts with a full-time

OCIP safety engineer provided by
AIG, Mr. Parker said.

"When you have all these levels of
engineers...looking from the owner's
prospective at what is being done, you
have a smaller case for error once the

project starts," Ms. Curry said.
Los Angeles will also conduct a pre-

construction survey to document the
condition of existing structures. The
city has hired public relations firms
and has added project details to its
Web site. In addition, it has made its

engineers available to residents and
business leaders, so they will under-
stand that potential ground subsi-
dence problems have been addressed.

Contractors and subcontractors en-

rolled in Los Angeles' OCIP will be

Minnesota
Continued *om page 1
Employee Relations in St. Paul.

For example, while employees
could choose from as many as 24 dif-
ferent benefit options, a one-page
summary of the program detailed
only four options, and offered a toll-
free number and a Web site address

where employees could get more in-
formation on the other options.

"We liked the idea, based on em-

ployee focus groups, of listing options
that could fit on one page. Other
plans try to list every benefit option,
and that can just end up confusing
employees. That hasn't worked," Mr.
Strebe said.

In addition, the employee relations
department resisted suggestions by
several insurers interested in writing
the business to offer very rich-and
costly-benefits.

"Our philosophy was that some
coverage is better than no coverage
and that employees might talk them-
selves out of it" if the cost were too

high, Mr. Strebe said. "The lesson to
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covered for: workers compensation
losses, with a limit of $2 million per ac-
cident; general liability, with a $2 mil-
lion per-occurrence limit and an ag-
gregate limit of $4 million; and excess
liability, with a $100 million limit. The
limits are set on an annual basis. As

well as being the primary insurer, AIG
will participate in the excess coverage,
as will Zurich Financial Services

Group Inc., Mr. Parker said.
The contractors and subcontractors

will also have pollution liability insur-
ance from AIG, railroad protective lia-
bility from underwriters at Lloyd's of
London, and builders risk insurance
from Allianz A.G. Holding. Aon's fea-
sibility study found Los Angeles will
save between $242,000 and $561,000
by providing the coverages to contrac-
toi's, rather than letting them buy the
coverages themselves and pass the cost
onto the city.

Los Angeles will pay Aon $583,851
for its services as broker and OCIP ad-

ministrator over five years. According
to city documents, Aon will also assist
the city in several ways, including
claims management, administration
of safetyprograms, and review of con-
struction bids to ensure that cont:rae-
tors have excluded insurance costs. 18

other employers is: If you want broad
participation, know your population.
Don't gear the plan design to appeal
only to managers."

For example, while prospective in-
surers suggested design options in
which employees could receive a re-
imbursement for nursing home ex-
penses of up to $160 or $180 per day,
the state chose a maximum nursing
home benefit of $120 per day.

At the same time, Minnesota of-

fered employees the ability to enroll
in the plan online-an option that
about 50% of enrollees used, which,
according to CNA, is an exceptionally
high online enrollment rate, Mr.
Strebe said.

While many employers rely on out-
side consultants to design and write
LTC marketing materials, Minnesota
did most of that work itself.

"We tried to put our own stamp on
this program and make use of our
own resources," he said.

To be sure, a little luck also helped
to achieve the high enrollment rate.
At the time the program was offered
last fall, the economy still was strong,
giving employees comfort that they
could afford to purchase coverage.
On the other hand, the stock market

was beginning to slip, making more
employees aware that they couldn't
necessarily count on investment gains
to fund future nursing home or other
LTC expenses, Mr, Strebe said.

Like many LTC plans, the Min-
nesota program provides coverage if
an individual cannot perform at least
two of six activities of daily living,
such as toileting and feeding oneself.

Premiums are directly linked to
employees' age and policy limits. For
example, a 45-year-old employee
who purchased an LTC policy that
reimbursed up to $120 a day in nurs-
ing home expenses would pay a bi-
weekly premium of $10.60. An em-
ployee who bought a policy at age 55,
however, would pay a biweekly pre-
mium of $21:51.

Like most LTC plans, Minnesota's
includes a provision in which 100%
of premiums paid are returned to an
enrollee's estate if the enrollee dies

before age 65. After age 65, the per-
centage of premium returned de-
creases by 10% each year until age
75.

Employees can pay premiums
through payroll deduction, direct
billing or automatic bank draft.

As an added sweetener, enrollees,
unde a Minnesota law, can apply for
a state tax credit of up to $100 per
year-

The coverage is underwritten by
CNA subsidiary Continental Casual-
ty Co. in Chicago. m
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Survey "fair " Fifty-nine percent of bro- ee training programs to sensitize
kers reported that their clients had employees to the risks and poten-

Misleading label met with msurers to discuss e-risks tial habilities of technology and e-
Continued from page 1 or had considered buying insur- commerce," they said "This is true
important that companies face, ance policies that cover such risks of companies in both the United
their level of preparedness and un- The brokers surveyed did not States and Europe, even though

on benefit plan derstanding was low Among U S consider the property/casualty technology gives front-line em-
respondents, technology risks policies currently available as ade- ployees unprecedented access to
ranked second only to employ- quate to cover technology risks company information and assets "
ment-related risk, while m Europe, While 49% of broker respondents Ms Lovaas said that companies

If we are to beheve some experts, consumer-directed health risk managers considered technol- rated the current products as must be aware of the threat posed
care purchasing wlll improve the quality of medical care ogy risks to be their No 1 concern to their intellectual property by
patients receive Nevertheless, only 25% of U S disgruntled former employees who

The theory goes that employees selecting their own health companies and 30% of European
'Employees must be

may seek to use information mali-
care plans wlll flock to quality health care plans, and by so companies had established risk ciously

doing doctors will be encouraged to provide better service to management committees or other educated to become The survey found that problems
formal structures to identify and faced by risk managers and the lev-attract patients
monitor technology risks, accord-

more like risk
el of awareness of these problemsI don't buy the theory It imphes that employers don't care

about quallty when they select health plans for their employees. ing to the survey And of those managers,' says Kae were broadly similar both across
Europe and in the United States

Ibeheve that employee benefit managers and their advisers
companies with such structures,
Just half said they felt the struc-

Lovaas of St. Paul.
"Technology has created a conflu-

can do a better job of researchmg and selectmg high-quality tures were effective In addition, ence between the U S and Eu-

health care plans that contract with high-quahty doctors and only 30% of respondents had re- rope," said Mark Schulman of
hospitals than most employees whose lobs do not entail viewed the potential technology "somewhat adequate," 24% Schulman, Ronca & Bucuvalas
becoming experts m health Insurance nsks posed by a merger or acquisl- deemed them "not very adequate " «

When we compare preparedness

I'm all for giving employees a selection of health plans to tion Aoout 22% of broker respon- (for technology nsks), we find a lot

choose from, be it different deductibles or plan design, and While nearly all the companies dents reported they had clients of similarities (between Europe
surveyed had implemented some with losses resulting from comput- and the United States) This iS aallowing employees to buy more or less expensive plans

dependmg on their needs and preferences But I want the sort of computer security mea- er viruses, but only 24% of these global problem "
sure-including anti-virus soft- losses were insured Of the rlsk Ms Lovaas advised insurance

benefit of professionals selecting the plans from which ware and firewalls-Just 60% had managers polled, 27% reported buyers who are concerned about
employees choose introduced employee training pro- losses from computer viruses technology risks to review their in-

I think all this talk about self-directed health plans improvmg grams to reduce technology nsks, While only 27% of the risk man- surance programs and identify
the quallty of health care for employees is a smoke screen for the survey found agers surveyed said they believed gaps in coverage Companies can
what is really going on Just 52% of U S risk managers they needed specific coverage for buy coverage for denial of service

The real driving factor for self-directed health plans is the have quantified their companies' technology risks, 52% of brokers and hacking, she noted But she
desire of some employers to reduce their technology risks, compared with said their clients needed such cov- stressed that liability varies from

involvement in health care plans. They Just 67% of their European counter- erage Nearly 60% of the brokers case to case and there is no one

want to allocate a certaln amount of money parts, the survey showed surveyed said that the Y2K threat simple insurance solution to prob-

to each employee to buy their own health In both the United States and had little or no impact on their lems such as business interruption
Europe, the survey found, risk clients' ability to identify and man- caused by demal of service from ancare and let them deal with the
managers tended to defer to their age technology nsks Internet service provider

consequences. Just thmk, no more hassles information technology depart- The survey also found that em- SRBI surveyed risk managers in
negotlalang health insurance plans or ments in regard to technology ployee training about technology Belgium, Denmark, France, Ger-
trymg to help employees with dfflcult rlsks About 65% of U S risk man- risks needs improvement many, Ireland, Italy, Netherlands,
claims agers and 57% of their European "Employees must be educated to Norway, Portugal, Spain, Sweden,

As a result, companies have sprung up to peers said their IT departments become more like risk managers," Switzerland and the United King-
sell programs respondmg to what they see had primary responsibility for Ms Lovaas said She stressed that dom, as well as risk managers and
as an employer demand for a new way of identifying and monitoring tech- employee education was key to agents and brokers m the United

assistmg employees with purchasing health nology risks avoidmg technology nsks But bro- States
The U S agents and brokers sur- ker respondents said that only 64%

care services
veyed were critical of their clients' of their chents had tramed employ- Results of the survey, "The E-

Employers concerned about quallty health care should focus response to the issue of technology ees in technology risks The sur- frontier New Chattenges to Corpo-
on the issues identified by a survey of doctors in industriallzed risks, with the majority describing vey's authors described employees rate Risk Management," are avazt-
nations around the world (BI, Jan 22) their clients' identification and as the "weak link" in online securi- able at www stpaul com/cyberrisk-

The survey, released by the Harvard Umversity School of management of technology risks as ty ' Many compames lack employ- survey
Pubhc Health and The Commonwealth Fund, reports that 56%
of generahst doctors m the Umted States thlnk that their ablhty
to provide quality care has gotten worse m the last five years In Fraud sachusetts, the only Industry- creased use of multiple coordinat-

Canada and New Zealand, the numbers aren't encouragyng, funded agency of its kind that in- ed policies for employee leasing
vestigates both claimant and pre- firms has helped insurers to bettereither 59% and 54%, respectively And the news isn't much

Conhnued f'rom page 1 mium fraud and helps fund prose- track the losses of the individualbetter in the Umted Kingdom, where 45% say their ability to Among the most active prosecu- cutions According to a study, the client companies of such firms (BI,
provide quality care has gotten worse In Austraha, 38% of tors of employer premium fraud bureau's efforts in cases complet- Oct 30,2000), he said
doctors say their abihty to dehver quahty care has worsened nationally is the district attorney's ed from 1991 through 1999 result- Still, he said, growth in the

Asked what the problems are, the doctors level a startlmg office of San Diego County, Calif ed in $10 3 million in restitution, number and size of companies that
indictment of ineffective nsk management "The largest premium fraud provide and use temporary help is

In all five countries, many physicians gave low marks to the case in California history" is now creating new auditing concerns
Job hospitals do in hndmg and addressmg errors, although pending in state courts, said Mr 'It can still be a Publicizing successful fraud

King, who was involved in the in- convictions may also have a deter-doctors m the Umted States were the most satisfied with
vestlgation before he recently left challenge to get rent effect, Mr Delehanty saidhospitals' risk management efforts Outside the Umted States,

about half of all speciahsts surveyed rated hospitals as fair or Golden Eagle The investigation prosecutors to focus on The NCCI asks insurers to submit

found an estimated $55 million in details about litigated fraud victo-
poor on medical error trackmg systems In the Umted States, a losses from underpaid insurance employer premium ries, so it can share the informa-
third of speciahsts gave hospitals a fair or poor rating on premiums, payroll and other taxes fraud,' says Tom Driscoll. tion with others through its online
medical error trackmg or correction systems, which is not a and fines, Mr King said Fraud Forum One such summary,
statistic to brag about In the case, a grand jury recently for example, details how Liberty

Even more concerning to those dedicated to nsk management, returned indictments against 23 Mutual received $2 09 million in

many doctors said they are not encouraged to report medical individuals, said Dominic Dugo, a including $84 million related to unpaid premiums, as well as
errors In Canada, New Zealand and the Umted States, 64%, deputy district attorney who is as- workers comp premium fraud $300,000 in punitive damages, as

sistant chief of the office's Insur- Despite these successes, "it can part of an award for fraud perpe-46% and 44% of specialists, respectively, reported that they
were either discouraged or not encouraged to report medical ance Fraud Division Those indict- still be a challenge to get prosecu- trated by a Florida company

errors, with 38% of Austrahan and 28% of U.K. speciahsts ments involve representatives of tors to focus on employer premium The online forum can be found

nine San Diego-area companies, fraud," said Tom Driscoll, a senior on the NCCI's Web site,
expressing similar views. mostly construction and roofing vp with the business market unit www necz com

The doctors said their ability to deliver quahty care is companies, Mr Dugo said He de- of Liberty Mutual in Boston While no data is available about
impaired by other factors, too, including a shortage of nursmg clined to provide additional de- But other successful strategies the total number of employer pre-
resources and not havmg enough time to spend wlth patients tails until the litigation is com- have emerged to help fight em- mium fraud cases prosecuted na-

If employers are really concerned about improving the quality pleted ployer premium fraud, several tionally, sources say that the inci-
of health care dehvered to their employees, rather than Investigators hope, though, that sources say dence of such fraud has been

dumping health plan choice on their employees they rmght convictions will result, as was the The creation of multidisci- steady or declining slightly

begin by askmg health plans to prove that the hospitals in their case with Dennis L Russell, a res- plmary task forces, comprising Part of the reason for that trend

ident of Rancho Santa Fe, Calif representatives from federal and lS that residual markets for work-networks have effective rtsk management plans m place
The San Diego-based cement con- state agencies such as payroll and ers comp have dned up, Mr Dele-If employers want to wash their hands of selectmg health care tractor is currently serving a six- employment tax officials, can en- hanty And as insurers have begun

plans to cover their employees, so be it. But it's disingenuous to year jail sentence. A California hance the results of investigations underwriting such risks voluhtarl-
suggest that their motivation for doing so is to improve the state court also ordered Mr Rus- "severalfold," said Terrence Dele- ly, they have done a better ]ob of
quality of health care. sell to pay hundreds of thousands hanty, general counsel with the scrutinizing them, which has lim-

of dollars in overdue insurance National Council on Compensa- ited the opportunity for employer
Publwhing Dtrector Kath,yn J. Mcintyre's commentary premiums, payroll and income tion Insurance in Boca Raton, Fla premium fraud, he said

appeam fortmghtly and at www.businessinsurance.com She taxes and other penalties And Increased regulatory over- But "as the economy begins to
can be reached at kmantyre@crain com. Other successful prosecutions sight and tougher penalties also slow down more," he warned, "I

have resulted from the work of the may help reduce premium fraud, think you will see the fraud curve
Insurance Fraud Bureau of Mas- he said For examnle the in- enine lin m
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UPDATS
RRG The $10 million in grants went accounting and risk management

toward the capital and surplus of services to the RRG, the associa-
the RRG and the development of a tion captive and the NIAC New Mexico regulator ousted

Cont:nued from page 2 new association captive, National Ms Davis said the advantage of
than $16 million, said Ms Davis, Alliance of Nonprofits for Insur- forming an RRG lS that federal SANTA FE, N M-As a New Mexico commission moves to termi-

who also is president and CEO of ance law allows the groups to write nate the state's top insurance regulator, a state lawmaker is renew-
NLAC The association captive, also li- coverage for membei s nationwide ing efforts to strip the commission of that authority and to make the

Like NIAC, the new RRG will censed in Vermont, is controlled after meeting the licensing re- regulator accountable only to voters

offer charitable organizations by a board of directors drawn quirements of one state Three of the five elected members of the Public Regulation Com-
sever al advantages over the com- from the boards of NIAC and the That, she said, eliminates the mission voted last week to notify Insurance Superintendent Don
mercial market, including better new RRG expense of using a commercial in- Letherer that he has been terminated for cause

loss control and risk management surer to write policies, because One of the commissioners, Tony Schaefer, and PRC Chief of Staff

services, while providing better the RRG lS able to _ssue policies Jack Hiatt said they could not discuss the matter, which they called
policy terms and a stable source of aFewer dollars spent on directly to policyholders a "personnel issue The other commissioners who voted to oust Mr

coverage, Ms Davis said Vermont was an ideal place to Letherer did not return calls
. Our mission is to reduce the claims increases the form an RRG, Ms Davis said, be- The two commissioners who have ob]ected to the commission's

number of claims and the cost of resources organizations cause of the "service" orientation decision to discipline Mr Letherer did not review the letter and ab-
claims Fewer dollars spent on of that state's captive insurance stained from the vote

claims increases the resources or- have for their programs,' division Mr Hiatt remained the acting superintendent until Friday, when

ganizations have for their pro- says Pamela Davis. "They were supportive, and he left to assume another state position He took over the superm-
grams," she said they understood what we were tendent's duties Jan 16, when the PRC placed Mr Letherer on paid

RRG members will receive a trying to do for the nonprofit administrative leave pending disciplinary action The commission
wide array of loss prevention ser- community," she said named Mr Letherer superintendent m October 1999
vices, including tiaining in regard The association captive will "They were forthcoming about Eric Scott Jeffries, an attorney for Mr Letherer, said Mr Lether-
to driver safety, proper personnel reinsure NIAC and the RRG and what they needed and clearly er was the victim of a political power struggle, triggered by Mr
practices and the preparation of then purchase reinsurance from communicated to us as to their ex- Letherer's refusal to relinquish some of the regulatory power his of-
contracts GeneralCologne Re and SWISS pectations," Ms Davis said flee has under state statute Other state regulators that the Commls-

The new insurance program for Reinsurance Co, which are the The RRG will be managed by sion oversees do not have the same regulatory authority, Mr Jef-
nonprofit charitable organiza- NIAC's current reinsurers Vermont Insurance Management fries said Mr Jeffries said he and Mr Letherer would meet to de-

tions was made possible by $5 In addition to the RRG and the in Montpelier, Vermont, while termine their next course of action

million donations from both the association captive, a third orga- Milliman & Robertson Inc will Mr Schaefer denied there was a power struggle and said the com-
David & Lucile Packard Founda- nization-Alliance Member Ser- provide actuarial services and De- mission would move as quickly as possible to appoint a new super-
tion and the Bill & Melinda Gates vices-has been formed to provide loitte & Touche LLP will pro- intendent

Foundation claims handling, underwriting, vide accounting services m In a separate action, a state representative has introduced a mea-
sure designed to make the insurance superintendent an elected po-
sition New Mexico voters, though, would have to approve such a

Reform
form efforts "Hopefully, we're go- about damage caps dunng his cam- change through a referendum amending the state constitution
1ng back to restormg access to lus- paign, noted Mark Behrens, co-
tice," said Barry J Nace, a partner counsel of the Washington-based

Cont:nued from page 2 in the Washington law firm of American Tort Reform Assn In-
WQIS pumps up oil spill limits

The real focus, therefore, w111 be Paulson & Nace and a former pres- stead, his campaign dealt with po- NEW YORK-Water Quahty Insurance Syndicate is doubling its
on the Senate, Mr McConnell said Ident of the Washington-based tential reforms such as barring available limits for oil spill coverage to $10 mill.lon
A 50-50 split between Republicans Assn of Trial Lawyers of America from federal court those attorneys The increase was made both to offer added coverage and to en-
and Democrats and the loss of some As for arguments favoring tort who "repeatedly file" frivolous sure that WQIS' own spill response team handles the entire emer-
pro-reform GOP senators from the refoim, Mr Nace said, "I believe lawsuits Mr Bush's campaign Web gency period after an 011 spill, said Richard Hobbie, president of the
Judiciary Committee means that the people are land of fed up ' Tort site also advocated granting teach- New York-based pollution liabillty insurer
reformers face "a veiy difficult reform iS "designed to make it ers and principals some legal habil- Under normal circumstances, pnmary Insurers remam involved
hneup" on the committee more difficult for the one who is ity Iellef, Mr Behrens said in the response to an oil spill only until the limits they offer have

"Is it a lost Under existing been exhausted, Mr Hobbie said Thereafter, the excess insurers
cause--legal re- circumstances, take on the responsibility for managing the spill, he said
form? I don't ,

What tort reform really represents is a
Mr Behrens By increasing its limit-to the greater of $10 million or statutory

think so," Mr said, it might be limits set by the 011 Pollution Act of 1990, up to a maximum of $20

Mcconnell said dissatisfaction with the legal SyStem,' SayS Robert possible to enact million-WQIS Knll ensure that its spill response unlt, Marine Pol-
He noted, Peck of the Assn. of Trial Lawyers of America. Tort

those two re- lution Response Group, will manage the entire emergency period of
though, that forms, the class- most spills it covers, Mr Hobbie said

overreaching reform is, he says, 'an attempt to help the habitually action reform Typically, excess insurers do not have in-house spill management
won't get you cited by Mr Mc-negligent and the habitually reckless.'

teams to respond to emergencies, he said
anywhere " Any Connell, and a

legislation "must "client's bill of ACE restructures operations
be carefully rights, which
crafted" to earn enough Democrat- wronged to be compensated' by would spell out exactly what ser- HAMILTON, Bermuda-ACE Ltd lS dividing its operations into
ie support to withstand possible fil- the wrongdoer, he said vices a lawyer's potential client two groups and broadening the responsibilities of several senior ex-
ibusters Mr Nace was particularly criti- would receive as well as what those ecutives

Mr McConnell cited a class-ac- cal of the placing of caps on medi- services would cost But the enact- In addition, Hamilton, Bermuda-based ACE said last Thursday
tion procedural bill that passed the cal malpractice awards Ultimate- ment of "draconian" reforms will that it is planning to enter the life Insurance market
House and the Senate Judiciary ly, he said, taxpayers end up pay- not be possible, he said Under the new structure, Dominic Frederico, who currently is
Committee in the last Congress as ing for the services and care re- Another area that's ripe for re- president and chief operating officer of ACE Ltd , will become
an example of the type of legisla- quired by malpractice v_Ctims form-although on the state rather group president and chief executive officer of the new US &
tion that may have a chance of pas- whose awards are limited by law than the federal level-is the enact- Berrnuda Group

sage under even such difficult cir- "Some people have called thls wel- ment of so-called ' sunshine" acts, John Charman, who currently is CEO of ACE Global Markets in
cumstances fare for the wrongdoer," he said which require states that hire out- London, will be group president and chief executive officer of the

The bill in question, which did "What tort reform really repre- side private counsel to pursue other new group, ACE International Group
not go beyond the Judiciary Com- sents is a dissatisfaction with the large-scale litigation-such as the Gary Schmalzriedt, who is president of ACE Bermuda Insurance
mittee in the Senate, would have legal system," said another oppo- state-sponsored lawsuits brought Ltd, w111 become president and CEO of the combined operations of
allowed parties in certain class ac- nent of business-backed tort re- against tobacco companies-to ACE Europe and ACE Global Markets and will be based in London
tions to have their cases moved form efforts Tort Ieform is "an at- choose such counsel through open Mark Herman, senior vp in the casualty division at ACE Bernnu-
from state to federal courts, a move tempt to help the habitually negli- bidding, Mr Behrens said da, will become president and CEO of ACE Bermuda
some tort reform advocates main- gent and the habitually reckless," Three states have already enact- Additionally, Kingsley Schubert, currently president of ACE In-
tain will provide a fairer forum said Robert Peck, senior director- ed such legislation, and others ap- ternational, will lead an initiative to take ACE into the life msur-

"Whatever is intl oduced will legal affairs for ATLA pear likely to follow suit, Mr ance market

have to wend ltS way through very Common law gives the right to Behrens said
careful and narrow stiaits," Mr determine damages to juries, Mr Glenn Lammi, chief counsel of Briefly noted
McConnell said No "carte Peck said the Washington Legal Foundation,
blanche" tort reform bills will have "In such a zegime, caps on dam- moderated the discussion The London-based Hiscox P.L.C. last week rejected a takeover bid by

"any hope of passing," he said ages can never survive constitu- WLF 15 a public policy think tank Chubb Corp , citing an mability to reach agreement on Chubb's of-
But another speaker asserted tional scrutiny," he said and litigation center that favors fer of 210 pence ($3 09) per share, Hiscox Chairman Robert Hiscox

that the public lS weary of tort re- But President Bush didn't talk free-market measures m said He would not say whether Hiscox had any other potential suit-
ors Warren, N J -based Chubb still holds a 27 7% stake rn Hiscox,
its only holding in the Lloyd's market Richmond, Va -based bro-

Reliance Prior to making the tender of- Mr Icahn would need to guaran- ker Hilb, Rogal & Hamilton Co has bought Dulaney, Johnston &
fer, Mr Icahn owned $43 6 million tee blocking the restructuring Priest, an agency in Wichita, Kan, for an undisclosed amount
worth of the bonds, and ne has plan that Reliance is negotiating DJ&P has annual revenues of about $6 5 million from property/ca-

Continued from page 2 agreed to an open-market trans- with regulators sualty and employee benefits business The St. Paul Cos. Inc. has
Group Holdings has more than action in which he would pur- Even if he does not succeed in bought Australian Pacific Surety Corp Ltd , a Sydney, Australia-

$500 million in outstanding bank chase another $10 million worth acquiring one-third of Reliance's based underwriting agency, for an undisclosed amount St Paul
and bondholder debt, and lt has of bonds bonds, Mr Icahn's stake could be would not provide any financial details about the surety
been fighting a tender offer by As of Jan 30, about $21 million enough to block the restructuring agency Chubb Corp. has announced that Weston Hicks, a proper-
billionaire investor Carl Icahn for worth of the bonds had been plan if other bondholders were to ty/casualty insurance industry analyst for J P Morgan & Co Inc,
$40 mllhon of its debt pledged and were not withdrawn vote with him or fail to vote will join the insurer March 1 as a senior vp and financial assistant

Mr Icahn's tender offer, which from the tender offer Also last week, A M Best Co to Chubb Chairman and CEO Dean O'Hare Mr Hicks will work on

was made in December, was set to That total of about $75 million downgraded ltS financial strength a broad range of strategic financial issues, Including risk manage-
expire late Friday, after a judge would still fall short of tne $97 rating of Reliance Insurance Co ment, mvestment management and mergers and acquisitions
last week overturned a stay on the million-or one-third of the total to E, under regulatory supervi-
offer of $291 7 million in bonds-that sion, from D, or poor m
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 MaM POSTS GAINS Marsh & McLennan NYSE would be better spent focusing on the own government consulting and lobbying with MarketScout, we are able to offer them
Cos. Inc. saw both top- and bottom-line turnaround of the company." The NYSE firm. Before that, she held state government a more-diverse solution," said Don Urbanciz,
growth in 2000. Brokerage revenues, mclud- found last year that Frontier no longer met posts, including that of commissioner of the chief executive officer of InsuranceNoodle, in

Ing those from its rtsk the exchange's minimum market capitaliza- state's Division of Motor Vehicles from 1989 a statement. The Chicago-based e-broker,
and insurance and tion of $50 million and minimum share pnce to 1997. She also was employed by the state's launched last year, offers online services and
consultmg services, m- of $1 over a 30-day trading period. Frontier's Division of Highways from 1979 to 1989, tailored coverage to small businesses. Dallas-
creased 6.8%. to $6.9 stock slid last year from a high of more than serving as deputy commissioner in 1989 and based MarketScout. com, which started oper-
bilhon, last year. Cor- $3 per share to a low of Just over 6 cents. The before that as distnct comptroller. ations last April, offers more than 300 mdus-
poratewide revenues, shares have stnce climbed to about 16 cents, try and coverage classlfications through thou-
which indude invest- and its market capitalization stands at rough-  PRODUCT LIABILITY AWARD A Texas court sands of brokers. Marke6cout's strategy is to
ment mcome and rev- ly $6.7 millon. Jury on Jan. 27 awarded $80 mtllion to a cou- select insurers it deems are the "best in class"

enue from The Putnam Co., Marsh's Boston- pie who were seriously injured when an for each line of business and to connect retail
based investment management company, in-  AETNA PROFITS FALL Aetna Inc. saw a aerosol sealant used for repairing flat tires ex- agents to those insurers via its Web portal
creased 10.9%, to $10.2 billion, over 1999. sharp reduction m profits m 2000, due largely ploded. Tradco, the Akron, Ohio-based man-
Net income improved 62.7%, to $1.2 billion, to special charges relating to its exit from ufacturer of Patch-a-Flat, was found liable by /4 BRIEFLY NOTED Fireman's Fund Insurance
for the year. Excluding a $233 million special Medicare markets, restructuring costs and the the jury for selling an unsafe prod- Co. has named Jeff Post president and chief
charge taken in the fourth quarter of 1999- sale of its financial services operations, the uct. In June 1998, Melissa Elizon- „ executive officer, effective immediately. Mr.
relating to the integration of Sedgwick Group health insurer announced. But profits were do, then 18, lost her right eye  Post succeeds Joe L. Stinnette, who last year
P.L.C., which Marsh acquired m 1998-prof- also affected by increased medical costs. For and almost lost a leg announced plans to retire. Mr. Post has been
its rose 23% in 2000. In a statement, the 2000, Aetna when the Patch- chief financial officer of the Novato, Calif.-
world's largest broker noted that the integra- made a profit a-Flat ex- Allv based unit of Alhanz A.G. Holding since
tion of Sedgwick has "proceeded smoothly of $127.1 /Etna ploded while -- 1996....Mike McGavick has been named

and ahead of schedule." Marsh said its results million, m use, ac- CEO and president of Seattle-based SAFECO
were helped by net consolidation savings, down 82.3% cording to court pa- Corp. He was previously chief operating offi-
which totaled $30 million m 1999 and $90 compared pers. Robert Perez, cer of CNA Financial Corp.'s commercial
million m 2000, and the broker anticipates an with 1999. then 19, received seere burns and broken lines unit. Mr. McGavick replaces the retiring
additional $40 million in savings for 2001. Much of the decline is due to $381.9 million hands in the explosion, making it impossible Roger Eigsti as CEO, and he replaces Boh
Marsh also attributed the results to new bust- m various charges that Aetna took in the for him to continue his work on an oil rig, ac- Dickey as president. Mr. Dickey, who also
ness growth and price hardening. fourth quarter of 2000. For the fourth quar- cording to a statement from Ms. Elizondo's was a candidate for the CEO position, has re-

ter, Aetna lost $406.3 mbhon, compared with attorney, Anthony Constant. The Corpus signed. The city of New York honored
 FRONTIER DELISTS FROM NYSE Frontier In- earnings of $134.4 million in the same period Christi, Texas-based atorney said that anoth- Ernesta G. Procope last Friday as an African
surance Group Inc. has decided not to fight in 1999. Operating earnings for Aetna's er, more-popular tire sealant product, Fix-a- American History Month Distinguished
the New York Stock Exchange's plan to delist health care business fell to $349.0 million in Flat, was withdrawn from the market volun- Honoree. Ms. Procope is founder, president
the company's common stock. Frontier with- 2000, down 24.1% from 1999. The dechne tarily by Pennzoil Corp. m 1999 because ltS and CEO of E.G. Bowman Co. Inc., the na-
drew its request for a review of the NYSE's in operating earnings reflects higher medical flammability posed a danger to consumers tion's largest woman- and minority-owned
decision, made last November, to delist Fron- costs for commercial and Medicare HMO and replaced with a non-explosive formula. A commercial insurance broker....Crawford &
tier shares for faillng to meet exchange listing products, an Aetna spokeswoman said. Gross Tradco spokeswoman said that the company Co. President and Chief Operating Officer

requirements, health care premiums rose to $21.75 billion, a «is not making any comments at this point," Grover L. Davis will become CEO of the At-
Frontier trans- 26.8% increase over 1999. The increase was and she declined to say whether insurance lanta-based company on April 1. Crawford's
ferred its stock largely due, the spokeswoman said, to the in- coverage would respond to the court award. current CEO, Archie Meyers Jr., will contin-
listing to the clusion of a full year of premiums derived ue to serve as chairman. The duties of the

Over-The- from the business of Prudential Healthcare, I E-COMMERCE ALLIANCE Two insurance e- current position of president will be taken on
Counter Bul- which Aetna bought in August 1999. commerce companies have allied to provide by Jeffrey Bowman, as president of interna-

4 letin Board small businesses with tailor-made insurance tional operations, and by Jim McGee, as
market on Feb.  W.VA. COMMISSIONER Jane L. Cline is er- products and services. Independent agents af- president of domestic operations
2 and its pected to be confirmed as West Virginia's filiated with MarketScout .com will now

INSURANCE- GROUP. INC
«management new insurance commissioner when the state have access to InsuranceNoodle.com to
continues to Senate reviews her appointment m the near quote and place small-business propertyka-

 To get hreaking news as it occurs, visit

focus on executing our business plan and im- future, a spokeswoman for Gov. Bob Wise sualty coverage. And InsuranceNoodle's
B=Iness Insurance': tree online Updates

proving the financial strength of the holding said. Mr.Wise, a Democrat, unseated incum- users will be linked to MarketScout.com,
at mm.buslnes:Insurance.com. All 4 the

materialinthe For The Record column, aswellas
company," Frontier President and Chief Ex- bent Republican Cecil H. Underwood in the where they will have access to more than 50

omer content In M weeks Issue, I generated
ecutive Officer Harry Rhulen said in a state- November election and subsequently ap- insurers for specialty products. "We have rec- hm daily news posting: mat a,peaped on the
ment. "We believe that the efforts and re- pointed Ms. Cline to replace Hanley C. ognized that small-business owners need a
sources required to sustain our listing on the Clark. Smce 1997, Ms. Cline has headed her wide variety of coverage, and, by teaming

Welsite.8,0,0,"Misweek

Find daily coverage on Corporate Risk, Employee Benefit and Managed Health Care News at www.businessinsurance.com
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Weekly Year to date Yeartodate

BROKERS
Weekly Year to date Yeartodate Weekly Year to date Yeartodate

Pnce % change % change High Low Vol (000) Prte % change % change High Low Vol (000) Pnce % change %change High Low Vol (000)

Aon Corp NYS 3471 246 134 4275 20 69 4636 Harleyswlle Group NDO 2686 591 -812 3063 1163 178 Zenith Natoonal Ins NYS 2945 090 026 3060 1875 82

Broun & Brom, NYS 3404 239 274 3588 1563 108 HSB Group Inc NYS 3875 000 000 4063 2150 0 INSURERS/REINSURERS AVERAGE 063 206

Clark Bwdes Hdangs N[)0 1200 549 1852 1788 850 25 HCC Insurance Holdings NYS 2315 038 1406 2719 1094 759

E W Blanch Holdings tric NYS 1260 -491 2774 6200 12 44 1086 ING Groep N V INYS 7602 -0.87 -512 8394 46 81 547 HEALTH MAINTENANCE ORGANIZATIONS
Gallagher Arthur J & Co NYS 2702 781 1506 3425 1153 1862 IPC Holdings Ltd NDO 2219 139 565 2288 9,5 120

H,lb Rogal & Hamiton NYS 3430 051 1398 42.13 2563 124 Hartford Financial Ser\nces HYS 6375 262 973 8000 2938 7606 Aetna Inc NYS 3858 155 405 4269 3294 4956

Kaye Group Inc NDO 1244 025 6048 1250 5 00 202 John Hancock RnarclaIServlces NYS 3580 265 -485 3825 13 44 4854 Health Net Inc NYS 21 50 171 1790 2694 763 3773

Marsh & McLennan NYS 10987 341 -609 13569 7050 5015 LaSale Re Holdings Ltd NYS 1886 000 000 1938 1088 0 Hirnana Inc NYS 1230 1.60 1934 1581 4 75 3612

BROKERS AVERAGE 078 4 86 Uncoin National NYS 45.45 1.71 -394 5638 2263 3318 Oxford Health Plans NDO 3431 167 1313 4275 1206 7933

MAIC Holdings Inc NYS 17.25 415 337 23 13 1000 71 Pacificare Health Sys NDO 2469 972 6458 7231 981 5093

INSURERS/REINSURERS Markel Corp NYS 16682 -041 783 18325 1115C 146 Sierra Health Services NYS 553 972 4553 825 2 44 709

MBIA Insurance Group NYS 7090 285 435 7619 3631 3010 United HealthGroup ms 61.10 215 -0.45 6344 2319 13051

ACE Ltd NYS 3795 127 1057 4394 1406 8768 Meacbwbrook Insur Group NYS 670 113 1754 838 394 9 Wellpo,nt Health NeN.orks NYS 10098 2.19 1238 12150 56 94 2307

Accel Intematonal Corp NDO 020 000 3264 113 0.10 5 MetiJfe NYS 3340 160 -4.57 3663 1425 7739 HMOs AVERAGE 3.16 670

Acceptance Insurance Cos NYS 501 =679 457 694 2.75 83 Mutual Risk Mgmt Ltd NYS 1315 168 1342 2375 1231 882

AEGON N V NYS 3725 425 1011 49.13 31.50 612 Nawgators Group NOO 13* 047 094 1413 863 118 ALL COMPANIES 1.53 126

AFLAC Inc NYS 5970 3.71 1730 7494 33.56 7567 NYMagic Inc NYS 1775 435 596 1925 12.25 3

Allmenca Financial Corp NYS 5977 161 1756 74.25 35 06 1476 Ohio Casualty Corp NDO 1050 -400 500 1788 6.13 1949

Allstate Corp NYS 4025 627 760 44.75 17.19 13533 Old Republic Int I *S 2835 431 1141 3206 1063 1756

Ambac Financial Group NYS 5495 129 577 5831 25 91 3567 Partner Re Ltd 1*S 4990 420 1820 6250 28 38 1093

American Aranclal Group NYS 2633 -017 ©88 2900 1838 600 Penn-Amenca Group Inc *S 815 349 689 975 663 10

Amencan General NYS 7610 485 463 8344 45 63 6846 PMA Capital Corp N[)0 1763 1.74 217 2006 1519 e

Amencan Intl Group NYS 8639 155 1235 10375 52 38 25488 Philadelphia Cons Holding N[)0 27.88 4.21 972 31.25 1413 175

Amencan Safety Insurance NYS 710 923 1592 738 325 53 PXRE Corp 1*5 1755 1.74 4.00 1788 11.75 299 8/ Insurance Index
Argonaut Group N[)0 2050 380 238 2125 1444 170 RellaStar Financial Corp *S 539£ 000 000 5394 2375 0

AXA UAP Group NYS 6738 146 -617 81 50 58.25 887 RenalssanceRe Holdings Ld NYS 78.10 554 -027 8150 35.62 894

Baldr,In & Lyons Inc NDQ 2331 581 027 2875 15.25 6 RU CorP NYS 4520 1.20 115 46.16 2626 66

Berkley W R Corp NDO 3584 230
2,850

2404 47.63 1400 736 St Paul Cos NYS 4800 -065 1162 5700 2131 6424

Belkshlire Hathaway Inc NYS 70000 00 417
1

1 41 7460000 66800 1 SCOR NYS 4888 078 273 5375 38.38 27 2,800
Capitol Transamenca Corp NAS 1294 508 402 1325 938 16 SAFECO Corp NDO 24.69 1.80 2490 3588 18 OC 6305 2,750 [=P-
Chubb Corp NYS 7370 0.19 1480 9025 43 25 4438 SCPIE Holdings Inc NYS 24.85 327 519 3694 1831 NA

2,700
CIGNA Corp NYS 11850 227 1043 13675 60 75 5202 Selbels Btuce Group NDO 088 000 5556 269 053

Cincinnati Financial Corp NYS 35.75 -321 964 4331 26 19 2021 Selective Iris Group N[)0 2206 ass 902 2588 14 &3 156 2,650

ESG Re Limited NDC)

Citigroup NYS 55.46 049 861 59.13 35 34 58705 Tokio Manne & Are NDO 5100 1.37 1053 61.00 45 OC 93 2,600
CNA Financial Corp NYS 3700 590 452 4194 24.56 856 Torchmark Corp NYS 3470 294 9.72 41.19 1875 2051
CNA Surety

Fremont General Corp

NYS

NYS

1345
2.550

263 10.74

248

·649

561 1494 1*S 97.48 221

1040

793 10706

EMC Insurance Group Inc NDQ 1125 426 -426 1313 681 11 Trenwick Group Inc NYS 2379 290 4.12 27.13 120C 231 2,500
238 270 2881 700 1.72 165 Un,co Amencan Corp NDO 650 612 1064 788 45C 2,450

Enhance Financal Services NYS 13.14 059 1488 1700 863 1411 United Fire & Casualty NDO 2275 109 15.19 2500 155C 6

Everest Retnsurance 1*5 5950 4.03 1693 7475 20 69 3199 Unitnn NDO 37.63
2,400

450 738 4194 27.19 194

963

1038

150 1085

95 Transallantic Holdings

UNUM Corp Nfs 2967 058 3194

6875 180

1194 3591 2,350
Frontier Insurance Group NYS 016 000 6667 369 0 06 3786 Vesta Insurance Co NYS 780 1556 54.07 839 344 1496 12/8 12/15 12/29 1/5 ln2 189 1/26 212
Gainsco Inc NYS 338 1416 2876 638 2.19 197 XLCapital Ltd 1*S 784' 149 1023 8925 39 OC 4245

Base=100 on Dec 29,1978

Top advanang issues Vesta Insurance Co, Fremont General Corp Sterra Health Servlces Leading dediners Gainsco Inc, Acceptance Insurarce, Baldwin & Lyons Inc Moslactlve issue Cttlgroup The B/Indexincreased 04%, the Dow Jones 30 Industnals went up 1 9%, the S&P 500 dropped 04%,
and the NYSE Composrte increased 0 7%. Average P/E Brokers 211, Insurers/reinsurers,28 4,and HMOs, 158

Source CNET /nvestor (investor cnet corn) Boulder, Colo
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Well,:you know what we mean: teamwork. The; real kind. Ask obr customers about the
;j - !

impactj of our teamwork. ·Last year, we helped them save nearly 700,000 disability

days, reduce claims by] 20%land lower illeir cost of claims by 10%. Results like these
'j '

come from Dartnering withi our customdrs on every angle of insurance, through our
: 0 + -

uniqueiteam process called: LibertyWork'sTM. It's how we evaluate their business from
.

top to bottom, helping them uncover safety and savings opportunities. It's how we
, ..S

customize the best insuraidce for each ihdividual business. And ultimately, teamwork

is howwe make your insurance more effectivd and easier to manage.

.

i ,

Jl,ZE1Ellt,blkE138Z?lA151JLEblj To /eorh about cohe histories in your industry,
,

or for more information, call l-800-4-LIBERTY or go to www.libertymutuclgroup.com
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