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i -AGL gets tentative OK
for benefits in captive

| Natural gas distributor AGL

 Resources Inc. has receivedtentative approval from the U.S.

.. Labor Department to fund
employee benefit risks through
the Hawaii branch of its British

Virgin Islands-domiciled captive.

The captive would reinsure long-

term disability, life insurance and
accidental death and

, dismemberment policies written

through a unit of Hartford

AFTER THE FLOODS

Alabama may be the next

state to pass captive laws.
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Late News

Belt to step down
as head of PBGC

Bradley Belt, head of the federal

government's pension insurance

agency, will leave at the end of

May. Mr. Belt, who joined the

Pension Benefit Guaranty Corp.

two years ago as executive
director, did not give a reason for
his departure-set for May 31-or
what he intends to do after

leaving the PBGC. His exit comes
at a critical time for the PBGC,

which has a nearly $23 billion
deficit, the result of taking over
several hugely underfunded
pension plans in the last several

years.

See LATE NEWS/page 23
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QUALITY TALKS

RIMS steps up quality

push with industry forum.
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CRISIS FALLOUT

Zurich settles some bid=rigging charges
Questions remain overfuture Spitzer pact, clientpayou ts 1

By RUPAL PAREKH Under Zurich's settlement-

reached with the attorneys general
SCHAUMBURG, 111.-Zurich Amen-
can Insurance Co.'s $171.7 million

settlement last week resolves

charges of price fixing and bid rig-
ging by nine states, but some uncer-
tainties-including the determina-
tion of which clients will be eligible
for restitution under the deal and

the impact of future settlements
with other states-still remain.

Settlement limits participants'

ability to pursue other claims
PAGE 22

of California, Florida, Hawaii, Mary-
land, Massachusetts, Oregon, Penn-
sylvania, Texas and West Virginia,
along with Florida's insurance com-

Insurer consolidation

set to pick up in pace
as market softens
But past losses
may stifle deals

By JUDY GREENWALD

Merger and acquisition activity in
the commercial property/casualty
insurance industry may increase
this year as insurers pursue
growth in a softening market, say
some observers.

These observers say more merg-
ers may materialize despite the St.
Paul Travelers Cos. Inc.'s denial of

a rumored merger between the St.
Paul, Minn.-based insurer and
Zurich, Switzerland-based Zurich

Financial Services Group Inc.
Most believe, though, that a

major U.S./non-U.S. deal is un-
likely. M&A activity instead is
likely to be focused on the U.S.
market, observers say.

But some say legacy issues,
among other factors, will discour-
age insurers from pursuing even
domestic M&A activity to any sig-
nificant degree.

John Iten, a director at Stan-
dard & Poor's Corp. in New York,
said that prospects for M&A activ-

Entire contents copyright © 2006 by Crain Communications Inc. All rights reserved.

To Subscribe Call

1-888-446-1422 in the U.S. or

1-313-446-0450 outside the U.S. or

go online to www.businessinsurance.com

ity are "actually looking better
this year than in recent years."
Companies "have cleaned up
their balance sheets to a large de-
gree, which makes them some-
what more attractive as targets,"
he said. Furthermore, "the poten-
tial acquirers have much stronger
capitalization" now, Mr. Iten said.

Several factors indicate there

will be more M&A activity, said
Peter Porrino, global director of
insurance services at Ernst &

Young L.L.P. in New York. "No. 1,
you've got rates flattening out, at
best," in contrast to the last the

three years, when rate hikes
helped insurers grow organically,
he said.

Furthermore, the $171.7 mil-
lion settlement reached earlier

this month by Zurich American
Insurance Co. with nine state at-

torneys general and one insur-
ance commissioner (see related
story) is expected to be followed
by others, Mr. Porrino said, "and
that will remove some of the

overhang that we've seen out
there in the marketplace."

"The big question, in my mind,

See CONSOLIDATION / page 20

missioner-the insurer agreed to
make payments to affected policy-
holders nationwide and to reform

certain business practices, though it
admits to no wrongdoing.

Regulators alleged that Zurich,
the U.S. arm of Swiss insurer Zurich

Financial Services Group, was one
of several firms to participate in an
anticompetitive "pay-to-play"
scheme to rig bids for commercial
insurance and pay brokers undis-

closed contingent commissions for
steering business to them.

"Businesses shopping for com-
mercial insurance were deceived

into believing they were getting the
best deals available," Texas Attor-

ney General Greg Abbott said in a
statement. "For its part, Zurich
showed a willingness to submit fake
quotes and was rewarded with pro-

Double trouble for defined benefit plans

See ZURICH / page 22

As interest rates have fallen, driving up liabilities, asset values have
fluctuated due to big swings in the equities market.
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Big chill for pensions
as plan freezes grow

By JERRY GEISEL

What started as a trickle of employ-
ers freezing their defined benefit
pension plans is becoming a flood.

While pension plan freezes once
were an unusual occurrence, last

week alone, three large employers-
including multibillion-dollar giants
WellPoint Inc. and Unisys Corp.-
announced that they are phasing
out their pension plans in favor of
enhanced 401(k) plans.

Those phaseouts follow a wave of

freezes unveiled in recent months

by such well-known companies as
Alcoa Inc., General Motors Corp.,
Hewlett-Packard Co., IBM Corp.,
Lockheed Martin Corp. and Sprint
Nextel Corp.

What is striking about the freezes
is the differences in the financial re-

sources of the companies making
the changes, the range of industries
and plans that are being affected,
and the variety of strategies that are

See PENSIONS / page 22
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CASH MOVERS PAY

Bank heists mean higher

premiums for security

firms.
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FSA HOLDS OFF

U.K. regulator says market

progress makes contract

rules unnecessary.
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Bird flu poses threat to filmmakers
shooting abroad

Chris Palmer is director of risk control for Aon/Albert G. Ruben. He

advises directors and producers about the risks tbey face wben making

movies at home and overseas, and be is author of the 2006 Risks in

Global Filmmaking Map, which is available at www.aon.com/filmrisk.

Chris can be reached at chris_palmer@con.com.

Filmmaking is a risky business even
in the United States. During last year's
hurricane season, a number of film

crews had to be evacuated from the

Gulf Coast, and some were exposed
to financial loss as a result. These

risks, however, are minor compared
with those facing filmmakers shooting

abroad. For these producers, risks
including disease, kidnap and ransom
and terrorism bring a new dimen-
sion to risk management.

According to findings published in
the 2006 Risks in Global Filmmaking
Map, situations contributing to risk

in many regions across the globe
have not greatly improved over the
past year. The Middle East is still a

hotbed of terrorist activity and many
countries in Africa are in economic

turmoil. Some of the riskiest countries

for filmmaking are Nepal, Kenya,
Thailand, Pakistan and Zimbabwe.

However, in some areas, economic

growth and/or a decrease in terrorism
risk have created a more appealing
business environment. The countries

that present less risk to filmmakers
compared with last year include
Morocco, Nicaragua and the Slovak

Republic.

In general, disease risk, kidnap and
ransom risk (in some areas) and

terrorism perils are intensifying.
Filmmakers should be particularly
concerned about bird flu, especially
since it has spread so widely. If the
virus makes the jump from animal-
human to human-human transmission,

it could have a catastrophic impact

on filmmaking. In order to slow the
spread of the disease, authorities
would likely stop all international
travel, meaning that nothing - not

film reels, equipment or people -
would be able to go to or come back
from a location, perhaps indefinitely.

This possibility ofa global quaran-
tine is a serious risk thal should be

considered carefully when planning
film production.

Other threats facing filmmakers

today are kidnap and ransom and
terrorism. In Mexico, for example,
kidnapping is now che second most
prevalent criminal activity after
narcotics trading. In fact, in 2005,
Mexico recorded more incidents than

Colombia and became the number

one kidnap hotspot in the world.
The threat of terrorism today is not
only coming from international
extremists, but it is also emerging
from domestic single-interest

ideological groups and from individual
criminals that are cross-fertilizing

and becoming more sophisticated.

Even with all the associated risks,

film producers around the world
will continue to seek out realism

and push the limits of creativity.
To keep their actors, crews and
equipment safe, they must under-
stand the threats they face and take

all possible measures to protect
themselves. This need includes

assessing all the potential risks,
developing solid risk mitigation
and emergency response plans and

transferring risk, when appropriate.
Then, hopefully, the closest we all
get [o the threats outlined above
will be in watching films about
them on the big screen.

Go to www. aon.com/focus to receive

Am: Focus by e-mail.

Disease, kidnap and ransom
and terrorism risks are

intensifying for global flmmakers.

Technology companies must understand and
mitigate risk to directors, officers
Technology companies face inherent risks, many of which arise from the dynamic nature of the
industry. Shareholders often hold directors and officers accountable for a technology company's
rapidly fluctuating business profile. As severe judgments and settlements against directors and
officers continue, attracting and maintaining qualified professionals to positions that carry so
much scrutiny and r,sk is a challenging task. In a March 30 webcast, "D&0 Exposures in a
Climate of Increasing Corporate Governance and Litigation," industry experts will discuss how
public companies can manage, mitigate and avoid these risks. To register for the webcast,
visit www.aon.com/techseminars.

Medicare secondary payer rules clarify model
Part D notices
Medicare Part D model creditable coverage notices have led some emplo,ers to believe they
can exclude active employees and their dependents from health or prescription drug plans if the
employees are covered by, or eligible for, Medicare. However. the Medicare Secondary Payer
(MSP) rules do not permit this exclusion. MSP rules require employers to allow older active
employees to choose being covered by the employer's plan a]one, dropping employer coverage
and having Medicare coverage only, or having both Medicare and employer coverage with the
employer plan as primary coverage. For more regulatory developments, visit www. aon.com/focus.

From insuring against loss to controlling risk,

film and televiaion producers in Hollywood

and across the globe rely on Aon/Albert G.

Ruben to del.ver sound risk management

consulting thar minimizes risk without

sacrificing creativity. For more than four

decades, Aon,'Albert G. Ruben has played a

leading role in the entertainment business.

AON

With 500 offices and 47,000 professionals in
the United Scates and abroad, Aon is one of the

world's leading providers of risk management,

insurance and reinsurance brokerage, and

huinan capical consulting services.

+ 1.866.4AONNOW or www.aon.com

Risk Management • Insurance & Reinsurance Brokerage • Human Capitat & Management Consu/ting • Outsourcing



March 27,2006

Inside

Bird flu response plans
more common in Asia

Survey finds fewer U.S.-based units of

multinationals prepared for pandemic.

Page 4

A culture of health, balance
needed in the workforce

Employers find they must encourage
workers to adopt healthier lifestyles.
Page 4

Settlement highlights need
for insurer transparency
Bid-rigging settlement shows need for
disclosure, an editorial says.

Page 8

Rising coverage costs seen
for cash-in-transit firms

Recent raids on armored-car companies
will likely raise rates for cash movers.
Page 17
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Do you believe state regulation of the
insurance industry is:
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Excellent
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Good

Poor
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Media winning more libel cases
But new risks involve

intellectual property
By GLORIA GONZALEZ

NEW YORK-News organizations are win-
ning more trials involving libel and defama-
tion claims than ever before, a development
their insurers view as positive but unlikely to
affect the price of their insurance policies.

Despite the media's relative success in de-
fending these claims, rising defense costs con-
tinue to be the main influence on the pricing
of media liability products. And the key expo-
sure for media companies has shifted away
from these traditional daims toward intellec-

tual property risks.
According to a recent report by the Media

Law Resource Center, media defendants are

winning more trial verdicts than they have in
the past. The win rate has gone up from
36.3% in the 19805 to 53.8% so far this

decade, according to the MLRC, a New York-
based nonprofit organization founded by me-
dia organizations to monitor industry devel-

opments and promote First Amendment
rights in the libel, privacy and related legal
fields. In 2005, there were 14 trials involving
libel, privacy and other related claims based
on the gathering and publication of informa-
tion. Media defendants won seven trials and

lost seven trials, the report stated.
"Irs good to see that the media are winning

their share of these cases," said Mike DiSilve-

stro, assistant vp, claims, for Media/Profes-
sional Insurance, a Kansas City, Mo.-based
unit of Aon Underwriting Managers that is a
major provider of media liability insurance.
"It's good news because we're defending these
cases."

But this trend tells only a small part of the
story of the market for media coverage, insur-
ers say. Only a small number of claims filed
against the media actually make it to trial,
with most claims either dismissed at summa-

ry judgment or settled or mediated prior to
trial, they say. For example, the average num-
ber of media trials is about 14 per year, down
from 27 in the 19802 "The media is getting
smarter in terms of deciding what cases to
take to trial and what cases to settle," said

Leib Dodell, president and chief executive of-

RIMS quality forum
urges improvements
Focuses on timeliness, accumcy

By SALLY ROBERTS

NEW YORK-The Risk & Insur-

ance Management Society Inc.
last week stepped up its efforts
to promote quality improve-
ment in the insurance buying
process at a quality improve-
ment forum it convened in

New York.

More than two dozen risk

managers and industry execu-
tives met to discuss quality is-
sues and were presented with
preliminary findings from a re-
cent quality survey, which,
among other things, revealed
risk managers' views on the ac-
curacy and timeliness of policy
issuance.

RIMS announced in February
that it would hold the forum to

encourage insurance market
professionals to adopt the
tenets of the society's quality
improvement process and to
emphasize the importance of
improving business practices
among insurance buyers and
their business partners.

RIMS President Ellen Vinck

moderated the meeting, which
drew some of the top leaders of
the world's largest brokerages,
insurers and associations, in-

cluding: William Malloy, presi-
dent of Marsh Inc.; Patrick G.

Ryan, executive chairman of
Aon Corp.; and Mario Vitale,
chief executive officer of Willis

North America.

The meeting was closed to
the press, but, according to a
RIMS statement, participants
discussed individual concerns

regarding current industry prac-

tices in a "frank and interactive

dialogue" and concluded that
there is a need to improve the
timeliness and accuracy sur-
rounding the insurance place-
ment process.

RIMS also presented at the
meeting preliminary findings
from its 2006 Quality Survey of
more than 700 risk managers
from the United States and

Canada.

According to a copy of the
preliminary findings, obtained
by Business Insumnce, 634 U.S.
and 71 Canadian RIMS mem-

bers provided responses. While
exact figures were not available,
the survey does provide infor-
mation on risk manager satis-
faction with policy issuance.

A sizable majority of respon-
dents said they were either
"very dissatisfied" or "some-
what dissatisfied" with the

"timeliness of insurance policy
issuance."

Among other findings, the
survey provided information
on whether broker and policy-
holder interaction has changed
since state and regulatory au-
thorities began investigating
the compensation practices of
the insurance industry in 2004.

For example, the vast majori-
ty of respondents-close to
600-said that they had not
switched brokers as a result of

the investigations or the ensu-
ing publicity.

A similar number said that

they had not seen a reduction
in premiums as a result of insur-

See SURVEY / page 23

Good news for the news media

News media defendants are winning

a higher percentage of trials than
ever before:

1980-89

1990-99

2000-05

Verdicts Verdicts Percentage
finding for for of defense
plaintiffs defense wins

267 97 36.3%

184 74 40.2

80 43 53.8

Source: Media Law Resource Center's

"Report on Trials and Damages"

ficer of Media/Professional.

Media companies have become better at
mitigating these risks by vetting content prior
to publication and making use of insurance
solutions, said Chad Milton, senior vp and
national practice leader for media liability for
Marsh Inc. based in Kansas City, Mo. "If
you're a news organization, defamation is still
an everyday exposure, but it's now a more

ll-

See MEDIA / page 20

Petroleum storage tanks near Mobile, Ala., stand in flood waters in
August 2005. A state task force concluded that allowing captives to form
could make windstorm risk coverage more affordable for businesses.

Alabama prepares
to establish state

as captive domicile
By MICHAEL BRADFORD study ways to make windstorm

property coverage more afford-
MONTGOMERY, Ala.-Hurri- able and available to residents

canes that have hit Alabama over and businesses in coastal areas,

the past two years have spawned which were hardest hit by Ivan.
captive legislation in the state. "We had been talking about a

A bill establishing Alabama as captive law for a number years.
a captive domicile is scheduled to The impetus was the task force
receive a second reading in the formed after Ivan," said a

state's House of Representatives spokesman for the insurance de-
this week, and sources say it is ex- partment.

pected to pass and be signed by The task force concluded that

Gov. Bob Riley. That would make allowing captives to form in the
Alabama another in a lengthen- state would be a way for busi-
ing list of states that have adopt- nesses, and particularly associa-
ed captive laws. tions, to affordably fund their

The captive movement in Al- risks and ensure they have cover-
abama gained momentum from age.

a task force appointed by Gov. Ri- "We were ground zero in
ley and Alabama Insurance Com- 2004," said state Sen. Bradley
missioner Walter A. Bell after Byrne, R-Baldwin, who spon-
Hurricane Ivan battered the state sored the captive legislation.
in 2004. The Hurricane Insurance

Issues Task Force was created to See ALABAMA / page 20
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More Asian companies ready for bird flu
15% Of US. multinational units have pandemicplans

Plan in placeU.S.-based units of multinational

companies polled in a recent survey
are less concerned than those in

Asia that an outbreak of avian in-

fluenza could harm their employees
and business operations.

The survey of 90 multinationals
by Watson Wyatt Worldwide shows
that just 15% of the U.S.-based
units of those global companies
have plans in place to respond to an
outbreak.

More than double that number-

320/»of multinationals' operations
in the Asia-Pacific region, where the
illness originated, have implement-
ed plans to handle an outbreak, the
survey found.

The multinationals that respond-
ed to the survey are Watson Wyatt
clients. Seventy-eight percent of the

respondents are headquartered in
the United States, while the remain-

der are based in Hong Kong, the
United Kingdom, Bermuda, Fin-
land, India, Singapore, Netherlands
and other nations.

"Planning has been around pre-
paredness for Asian operations,"
said Robert Wesselkamper, Wash-
ington-based director of interna-
tional consulting at Watson Wyatt.
Similar planning for operations in
America .is lagging somewhat," he
noted, but U.S. multinationals are
among those who have plans in
place for their Asian operations.

Of the respondents operating in
the United States, 48% said they are
considering a plan for facilities
there, while 52% are considering a
plan for their Asia-Pacific units.
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Risk Management Solutions Inc. updated its catastrophe models
to account for increased hurricane activity.

RMS cat models

undergo update
Hurricane frequency cited
NEWARK, Calif.-Risk Man-

agement Solutions Inc. has up-
dated its catastrophe models to
reflect higher insured losses
that are expected from in-
creased hurricane activity that
the modeling firm says should
be continue for at least the

next five years.
RMS said its updated catas-

trophe models consider the el-
evated levels of hurricane fre-

quency and intensity in the At-
lantic Ocean and use a shorter

historical average baseline to
project storm landfalls and the
destruction they will cause.

As a result, the models pro-
iect that annualized insurance
losses will rise by an average of
40% across the Gulf Coast,

Florida and the southeastern

United States, compared with

losses previously calculated by
using long-term historical aver-
ages. Projected losses are 25%
to 30% higher in the mid-At-
lantic and northeast coastal re-

gions than those from previous
calculations.

Robert Muir-Wood, chief re-
search officer at Newark, Calif.-
based RMS, said in a statement

that while the experts RMS
convened to help develop its
new view of hurricane risk

"hold different climatological
perspectives on the underlying
causes of elevated hurricane ac-

tivity, they agreed unanimous-
ly that a forward-looking view
of risk should reflect a higher
probability of land-falling hur-
ricanes than is represented by
long4erm historical averages."

-By Michael Bradford

Thirty-seven percent of the respon-
dents do not plan to implement
safeguards at their U.S. operations
against an outbreak, while 16% of
those with Asia-Pacific operations
said they take a similar view of
preparing for the possibility of
problems related to the avian flu.

Those who are implementing
plans are focusing on taking care of
"their employees, their clients and
their customers, as well as address-

ing their vendors' issues," said Mr.
Wesselkamper.

Providing those parties with de-
tails of response plans that are in
place or plans to implement them is
the focus of many of the multina-
tionals, Mr. Wesselkamper said.
"Communication is key right now."

-By Michael Bradford

4,1-4 Multinationals with

avian flu plans in
place

15%
U.S.-based

businesses

32%
Asian-Pacific

businesses

Source: Watson Wyatt

Asian units of multinational entities are more than twice as likely to have
plans for an avian flu outbreak as U.S. units, a survey has found.

Employers setting sights on building
culture of health among workers

By JOANNE WOJCIK

WASHINGTON-Realizing that

having regular medical checkups
and taking prescribed medication
may not always be enough to en-
sure long-term wellness, many em-
ployers are taking a holistic ap-
proach by encouraging their em-
ployees to adopt healthy lifestyles.

"It is all about balance," said

Brenda Barlek, manager of health
and welfare benefits at Alcoa Inc.,

who spoke at the session "Action-
able Informatics-Beyond Reports
and Data Dumps" during the Na-
tional Business Group on Health's
Business Health Agenda 2006, held
March 15-17 in Washington.

"We see far more employees who
are walking at lunch time, partici-
pating in everything from aro-
matherapy sessions on site to stress
management, different nutrition
programs and activities like smok-

ing cessation," said Fred Williams,
director of benefits and strategic al-
liances at Quest Diagnostics Inc.,
who spoke during a session entitled
"Decision Support and Health Man-
agement Tools for Employees."

"We're focusing our attention on
building a culture of health

Continued coverage
on page 14

throughout the company," said
David H. Sensibaugh, director of in-
tegrated health at Eastman Chemi-
cal Co., a global producer of chemi-
cal, fibers and plastics based
in Kingsport, Tenn., who also pre-
sented at the decision support tools
session.

Indeed, "employers can have a

profound influence over the health
of the population," said Lisa Dou-
glas, assistant vp of strategy, prod-
uct and marketing at Bloomfield,
Conn.-based CIGNA HealthCare,

who spoke during the actionable in-
formatics session.

Some of the approaches she sug-
gested employers use to help pro-
mote healthy lifestyles include serv-
ing healthful fare in company cafe-
terias, changing vending machine
offerings, opening fitness centers,
conducting health screenings and
health education programs and
even providing incentives for join-
ing proven weight-loss programs
such as Weight Watchers.

After an analysis of Alcoa's 2003
medical claims data by Thomson
Medstat, Alcoa, a major producer of
aluminum based in Pittsburgh,
found that between 9% and 11% of

See WELLNESS / page 13

Mental health programs
bring payoff for employers

By ROBERTO CENICEROS

LONG BEACH, Calif.-Investing in
employee mental health assessment
and treatment programs reduces ab-
sence, increases productivity and
helps address overall health care and
disability costs, speakers told a work-
place behavioral risk conference.

Pitney Bowes Inc.'s data, for ex-
ample, revealed that one of its older-
generation benefit plan designs lim-
iting mental health treatment actu-
ally drove up the companfs overall
health care-related expenses, said
David Hom, the company's vp-glob-
al human resources strategy in
Stamford, Conn.

In contrast, the company found
that easing access to its employee as-
sistance program increased its men-
tal-health spending. But it also has
lowered absence, increased produc-
tivity and resulted in health care cost
savings that can be passed on to
shareholders, Mr. Hom told the con-

ference sponsored by the D]sability
Management Employer Coalition.

A growing number of employers
like Pitney Bowes are escalating their
attempts to identify and address em-
ployee behavioral issues, according
to the San Diego-based DMEC. A
February survey of 55 DMEC em-
ployer members nationwide found
that 97% identified behavioral risk

as a growing employer concern.
As an example of how employers

are addressing the risks, AOL Inc.
will expand a pilot program that
tackled mental health-related short-

term disability claims filed by em-
ployees at one of its customer service
call centers.

Under the program, claimants are
directed to obtain functional assess-

ments from a network psychiatrist
before their STD claims can be pro-
cessed, said Patrick Leary, AOL's se-
nior benefits consultant in Dulles,
Va.

Behavioral health disabilities were

See DMEC / page 12
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Getting to know your

company's property risks.

It's an obsession.

Call us crazy, but wouldn't the best property insurance come

from a company that really gets to know your property? Well,

that's where we come in. You see, at Liberty Mutual Property

our approach is to get to know your business firsthand.

We'll talk to your people, learn your operations, even tour

your facility And since our underwriters, loss prevention

engineers and claims specialists only do property, you can

be sure we'll recommend the right coverage and service

for you. And at a competitive price. Sure, our obsession with

your company's property may seem a bit...well, strange.

But if it helps us better understand your risks, we think it's

as sensible as it gets.
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2- 15--' < L-* - 1 . I ann in London as I w-rite this, chronic unemployment The rulesC....4*Y-,. :

' :I ..: 3 9, preparing for the launch of Business would encourage employers to hire

Z
*4,2,-1 6 Insurance Eumpe, a new publication young workers by making it easier to

C
of Business Insurance that wlll dellver fire them at will, as is the practice in

e in-depth news to risk managers the United States and elsewhere.
.': throughout Europe.

f\
This is a story in itself, but it ap-

In speaking with people here, pears there is another issue causing

1.
9- 1 -V-:a someone asked me whether I would French disenchantment, as well the

91:-01&·t L 4, ' write a commentary for the new 1Pod music monopoly.
lt/tut.: publication, which ts a very good France's lower house of Parlia-

question, the answer to which is I ment last week passed legislation
don't know. While I know there are that would require Apple to share its
plenty of hard-news stories and in- proprietary music encoding technol-
teresting nsk management trends m ogy with rival firms Currently, the
Europe for the magazine to cover, I only music format that plays on the
was not sure if there was the sort of popular iPod is one found on Apple's

r "special" news story that has in- Internet-based 1Tunes store. The
formed my decisions on what to change, if upheld by the Senate,

.., " - OU,>52'.
comment about Could Winstonia would require Apple to share the

V '' , ..'p " 7 r..:fe87* open a consulate or embassy m the code, enabling 1Pods to share and
European Union? I wondered So I play music in other formats and al-
opened a few newspapers and low other devices to download mu-

''- Az», Ti,»1"Ik.!y JiV4 browsed the Web. Let me share with sic from the Apple store
:/

you some of what I found France's move could prompt oth-
'k

er countries to take a closer look at

·. -1/2' :>i .2611·/i2,ZEf Flatulent furniture propnetary encoding systems, which
,1 1 A.'.. .··,1 4 are designed to keep customers by

3 A schoolteacher in England lS preventing them from using rival

SS =-S «} '
seeking £1 million m damages for formats Sony and Microsoft, for ex-
sexual discnmmation from local au- ample, also have proprietary encod-

-, VE":f V. OFF,gy,'9,7 thonties Her complaint for four ing, but it iS the irod player that
years, she was stuck with a chair that commands 70% of the market for
made embarrassmg noises. Repeated music downloading worldwide

- X -01 :f 44:f-, - ' -,

requests for a new chair were ig- If the legislation is enacted, Apple
nored, she claims, and when the could withdraw from France If that
school did receive new eecutive- occurs, expect rioting to begin m
style chairs," they went to male earnest (at least among those who
counterparts at the school can take off from a lob to do so)

Naturally, nothing amuses a

schoolchild more than flatutence, so Make mine a Tuborg
you can Imagine thelr reactton to an

authonty figure sitting on the equiv- In Denmark, according to a BBC
alent of a whoopee cushion on a dat- report, manufacturing workers are
ly basis. The teacher became an ob- up in arms over efforts to limit thetQ!flo@=E]* ject of ndicule, which she daims re- consumption of beer durmg workng
suited m her developing depression, hours After all, operating heavy
and ultimately resigning from her equipment and precision machmery
job after 26 years is hard work, and nothing refreshes

¢4

It was a regular joke that my like a six-pack of Carlsberg to get
chair would make these farting through the day
sounds, and I regularly had to apolo- According to the report, only 13%
gize that lt wasn't me, it was my of manufacturing company canteens

EXPERIENCE INNO VAT ION. chair," she told the Daily Telegraph now provide beer, down from 75%
I suspect that the school may be m 2003 In 2005, workers at the Hai-

Hercules Incorporated did. glad to bend of a teacher who, m boe Brewery went on strike over ef-
ISHAPIRO I four years, could not manage to forts to hmit their on-the-lob con-

IMORINel Hercules Incorporated, a g[oba[ manufacturer of chemical specialty solve the situation on her own by sumption (which might have served
findmg somethmg else to sit on oth- as quahty control) by requiring them1 OSHINSKY I products, turned to Dickstein Shapiros policyho[der experience
er than her noisy chair to enloy their beer while on breakto resolve comp[ex asbestos coverage claims Hercules collaborated

But if this claim is upheld, it sig- rather than the production line, the
with Dickstein Shapiro to deve[op a creative litigation plan and nals that the foul odor of fnvolous BBC noted

effective settlement strategy The result an unprecedented litigation continues to spread to Eu- Clearly, issues like productivity,
dual settlement approach that included $220 million in buyout rope from Amenca health and safety continue to ham-
settlements and potentially much more than that in a coverage per havmg a good time on the Job.
In place settlement from Its excess insurance carriers, In Liberto, egalito, INPod

There is more I could wnte aboutless than two years after the complaint was filed This unique
In France, hundreds of thousands from Europe, but I wtll save it for an-resolution, coupled with the unusua[[y expedited legal proceedings,

of protesters have taken to the streets other time To receive a complimen-
enabled Hercules to continue building its business worldwide, m angry protests tary subscription to Bustness Insur-
which enhanced shareholder value and provided critical Job The most common explanation ance Europe, please sign up online
opportunities for its local community To experience more given is that they are unhappy with from the subscription link at
stories of innovation, please visit dicksteinshapiro.com proposed new labor rules to address www BustnessInsuranceEurope.com

Associate Publisher/Editorial Director Paul Winston's commentary appears
fortnightty. He can be reached at pwinston@businessinsurance com,
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chosen by the world's leading firms not
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& Business Interruption I Energy &
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800-609-2518.
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1
Editorial Schillerstrom 1

199.'«44Bid-rigging settlements -5,6„*ss /430,(Av<t 02-0,-

-- »-1

should change practices
insurance industry companies beginning in agreed to manipulate pricing to the detri-
AMONG THE CHARGES leveled against eral law. That may be so, but if the company

October 2004, bid rigging rightly drew the ment of its policyholders, then it clearly
most visceral reaction The notion that bro- crossed what should have been recognized
kers and insurers would conspire to provide as a bnghtly drawn ethical line,

wasse-qaunodttemadl-lth tElng and 3- which Mr. Spitzer and others alleged was theContingent compensation of brokers,

terly unacceptable underpinning of big-rigging activities, is not
EMPLOYERS

Zurich Financial Services Group's an- now and never was illegal To suggest other-
nouncement last week of a settlement with wise ignores the facts, but it doesn't mean

, · WITHOUT EMPLOYEE  mat
i HEALTH INSURANCE 1 111

nine state attorneys general and an insur- contingent pay is in the best interest of theance commissioner over its Involvement in client, either Any reasonable person can see I */44/U/,, 6
1

bid ngging is welcome news, but the overall there is a considerable difference between an
issue is far from settled ZFS' Zurich Amen- insurer payIng bonus commissions and co-
can Insurance Co unit, along with other in- operating in a scheme to defraud policy- ls,li --2 8); '641, /'/y,4/' E@lii 'Rh,
surers, was mentioned in New York Attorney holders pwrh
General Ellot Spitzer's landmark lawsuit We predict that other insurance compa- '491

gr, L  ,5'4 4 ACHUSETagainst Marsh & McLennan Cos Inc, but nies will reach similar settlements, and we
not named as a defendant Surprisingly, Mr hope that, like Zurich, they commit to FvicAW Jr

lihlb 115¢ i,/alpla .1
Spitzer is not one of the state attorneys gen- changing their business practices to ensure ."Mile#ismailtlijcittric<willial,J
eral with which Zurich settled, and the in- disclosure of compensation arrangements. --

-
C.

surer said it is still in talks with him Brokers and insurers must operate in a trans-
As we report on page 1, the Zurich unit parent environment, for the benefit of their

has agreed to pay nearly $172 million but customers Their clients deserve-and
does not admit to violating any state or fed- should demand-nothing less In an effort to ensure continuing timely coverage of risk management, insurance and benefit-related news,

Business /nsurance has formallzed a list of its reporters' assigned beats This list is not intended to be ex-
elusive but rather to represent core subject areas of importance to B/ readers 8/ welcomes ideas and tips

U.K. insurers' contract step s
from readers on these and other areas Following s 2 list of the beats and the principal reporters for each

Agents/brokers: Sally Roberts Sarah Veysey Property/casualty Industry

Asian markets: Michael Bradford European puilic entity risks: operations. Judy Greenwald

forestall regulatory action Carolyn AldredAviation/space risks. Sarah Professional liability: Dave

Veysey LenckusEuropean reinsurance: Sarah
Benefits-health care and Veysey Property loss control/cat risks:
ancillary benefits: Joanne European risk management: Mark A Hofmann

THE DECISION BY the United Kingdom's Secondly, and more importantly, the an- Wolcik Sarah Veysei Regulation of insurance: Meg
insurance regulator to hold off on its threat to nouncement by the FSA would seem to signal Benefits-retirement Federal regulation/legislation- Fletcher

impose rules to ensure that the London mar- that London market policyholders w111 enloy savings/pensions: Jerry Geisel benefits: jerry Geisel Reinsurar'ice: Judy Greenwald
ket meets contract certainty targets should be contract certainty-deftned as "the complete Bermuda market· Rupal Parekh Federal regulation/legislation- Risk management profession:cautiously welcomed for two reasons and final agreement of all terms (including Canada-risk management and risk management: Mark A Dave Lenckus

Firstly, any decision to suspend regulatory signed lines) between the Insured and msurers benefits: Gloria Gonzalez Hofmann Risk securitization/capitalaction after it has been determined that there before Inception"-byJan 1,2007
Captives/alternative risk Health care industry markets risk financing. Carolynis no practical need for the action is a web Such a development should help reduce transfer: Michael Bradford operations: Gloria Gonzalez Aldred

come, common-sense approach to regulation. some of the seemingly absurd coverage dis-
In its approach, the Financial Services Au- putes that can develop when a loss occurs be- Claims management: Rupal Inland marine/transportation: Runoffs/receiverships Douglas

Parekh Michael Bradflrd Mcleod
thority recognized the importance of the need fore coverage language has been fully deter-
for policyholders to have coverage terms mmed E.U. regulatory/legislative: Industry Focus. Rodd Zolkos, Safety/ergonomics: Meg

Sarah Veysey Meg Fletcher Fletcher
agreed to before mception and set out a fairly But should the London market's efforts to

short timetable to achieve that goal It then ensure contract certainty on its own prove less Employment practices: Judy Insurance coverage litigation: Surplus lines/wholesalers:

warned insurers that it would get more in- effective than was hoped, the FSA should not Greenwald Douglas Mcleod Roberto Ceniceros

volved in the process if they did not meet m- hesitate to again assert the need for regulation Environmental risk Insurance fraud: Douglas Tort reform' Mark A Hofmann

management: Sally Roberts McLeodtermediate goals that had been set. When in- Clarity of coverage for commercial insur- Work/life benefits and EAPs:

surers more than achieved those goals, rather ance buyers m the United Kingdom-and ev- European benefits Latin American markets: Sally Roberts

than charging ahead with a rigid formal ap- erywhere else-is long overdue, and the FSA management: Sarah Veysey Roberto Ceniceros Workers compensation:

proach that can so often be the result of regu- appears to be taking a firm but fair stance to European insurance industry: Marine risks: Sarah Veysey Roberto Ceniceros

latory involvement, the FSA backed off make sure that is achieved
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10/18/04 Cardiologist's diagnosis:
Coronary Artery Disease (CAD)

"!*rrr·

*«0 Neurologist prescribes
1 triptan for migraines ..4.*1

* ®#08/05 ALERT: R* increases risk of heart
attack for patients with CAD

06/08/05 Care Consideration sent to
neurologist: Stop triptan - Kf'.'.f
switch to other medication - 90.-
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A heart attack that didn'E happen.
Because we got information where k was needed.
Patients don't always communicate with their doctors. And their
various doctors may not communicate with each other. This can
lead to serious and expensive medical problems. ActiveHealth
Management has a solution. As part of your benefits plan, our
patented CareEngine® System continuously scans and analyzes
patient information, then compares it with the latest evidence-based clinical literature. When potential medical errors or opportunities to
improve care are discovered, we contact physicians and patients with ACTIVE HEALTHCare Considerations that can save lives and money. See how much MANAGEMENT.
smarter your health plan can be, with ActiveHealth Management. Life-Saving. Cost-Saving.

000.' ] activehealth.net

888.803.7430

©2005 ActiveHealth Management. CareEngjne is a registered mark of ActiveHealth Management, lnc. Care Consideration referenced is 207 (SHT Agonists - Vascular Disease}.
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By Kenneth Mitchell

Baby boomers are living healthier
lives and working longer and,
as such, are poised to redefine
the traditional "retirement years."
Boomers will be creating a new
life stage-the "productive-aging"
stage-wherein they will continue
working beyond retirement not
only because they will need to but
also because they will want to.
Working yet "retired" will be a
common boomer paradox.

This new stage brings both op-
portunities and concerns that em-
ployers and health care providers,
as well as health and disability in-
surers, need to take note of and pre-
pare for accordingly.

Illnesses, injuries and health
problems are a reality for boomers,
with health and disability problems
arising from chronic disorders.
UnumProvident Corp.'s long-term
disability database indicates

that the three most common

impairments contributing to
long-term work disruption for

March 27,2006

Perspectives

Productivity does not end with age
Incremental steps are key to securing older workforce
individuals between the ages of
40 and 60 are: back disorders and

musculoskeletal injuries (accidents),
at 25%; cancer, at 17%; and cardio-

vascular and circulatory disease,
at 8%.

But these three primary impair-
ments are also being addressed
through advances in medical tech-
nology, screening and treatment,
thereby offering great promise of
the reduction of both mortality and
morbidity and increased functional
capacity as we age. Thus, individu-
als will be working longer and re-
maining healthier, creating a very
different workplace and workforce.
These additional 20 to 25 years of
time following traditional retire-
ment-the productive-aging peri-
od-will allow boomers to remain

engaged and will become part of
boomers' sense of self.

Productive aging refers to a work-
er who has the quality of life, power
and incentive to produce or create
at an optimum level during the lat-
ter stages of his or her work life-
from over the age of 50 to about the

age of 70. The protection of that
functional work capacity is a key el-
ement in the productive-aging
equation.

Productive aging is not based on
a single concept but is built on a se-
ries of ideas. The basic foundation

for productive aging is access to and
the timely application of appropri-
ate health care services that prevent
the onset of pathology, mitigate the
diminishing of capacity due to
chronic impairment and protect
the functional capacities related to
strength, flexibility and endurance.
Appropriate and balanced nutrition
is vital to productive-aging func-
tions.

The second tier of productive-
aging concepts relate to continued
cognitive and social engagement,
creating a sense of hopefulness and
honing individuals' coping skills
to emotionally adapt to stressors
generated by inevitable health
and medical predicaments. Hope-
fulness in the form of positive job
satisfaction and the expectation of
a better, more secure future help

Novels by ex-industry insiders
explore dark side of insurance
"Adrian's Bordereaux"

By Ron Bogg
Published by Authorhouse
1663 Liberty Drive, Suite 200
Bloomington, Ind. 47403
888-519-5121

www. authorhouse. com

$15.50

"Bad Boy"
By Stephen Gray
Published by 77,e Book Guild Ltd.,
distributed through
Vine House Distribution

Waidenbug North Common
Chailey, East Sussex, United Kingdom
BN84DR

44-182-572-3398

www. badboybystephengray. com
£16.99

By Sarah Veysey

The insurance world has not been

short on intrigue and drama
lately, with headlines about investi-
gations, indictments, subpoenas

and settle-

ments in

recent

months.

Amid this,
a new lit-

erary

genre ap-
pears to be
emerg-

ing-the
insurance

thriller.

Two recently published novels
explore the themes of deception,
double-crossing and even murder
in the insurance and reinsurance

Book Review

industry. Both are fiction, written
by former market insiders, but read-
ers will no doubt recognize some of
the traits and characteristics of the

insurance market types described.
The title character of "Adrian's

Bordereaux"-Adrian Carstairs, a
charismatic millionaire Lloyd's of
London broker-has died of a heart

attack, leaving his former colleague
Tony Lancaster concerned about
Crystal Palace, the Guernsey-based
reinsurance company the two se-
cretly owned. With the help of at-
torney Samantha Dunstable, Tony
sets out to close down Crystal
Palace.

But Tony, a London-based broker
at Chicago-based Bond & Powell, is
not the only one who knows that
there is something fishy about the
Crystal Palace scheme. Tony is re-
ceiving mysterious threatening
phone calls from someone named
Uri, who claims to have given Adri-
an funding for Crystal Palace.

Meanwhile, in Chicago, B&P's
boss decides to send quiet, mild-
mannered widower Hank Galvin to

London to investigate "Adrian's
bordereaux"-a list of dubious-

looking contracts underwritten by
the Guernsey-based entity. But be-
fore long, Hank, too, is being
threatened.

"Adrian's Bordereaux" is sharply
written, well paced and, at turns,
both funny and sad. Amid the sub-
terfuge and intrigue, its protago-
nists deal with emotional and

moral issues. While the novel con-

tains lots of insurance and reinsur-

ance background, readers from all
walks of life will enjoy the slick
writing and page-turning storyline.

"Bad Boy," by Stephen Gray, is
set at Lloyd's in the late 19705 and
comes, intriguingly, with a com-
mendation from Gene Simmons,
co-founder of the American rock

band KISS, who says, "To use the
American vernacular, 'Bad Boy'
rocks!"

The novel's protagonists, Michael
and Mac, are childhood friends

who grow up together in North
London. When Mac becomes a bro-

ker at Lloyd's after leaving school,
Michael-like the book's author-

soon follows him and earns a repu-
tation for developing innovative
reinsurance deals.

The two are successful and irrev-

erent and soon start their own

broking business. But, ultimately,
they become mixed up in a web of
lies, deceit, false accounting and be-
trayal that threatens their friend-
ships, relationships and families.

"Bad Boy" evokes the excitement
and excess of the City of London at
the start of the Margaret Thatcher
era, and the characters-both the

old-school gentlemen of the Lloyd's
"dub" and the newer generation of
"barrow boys," as they are
dubbed--are well drawn.

Less convincing, perhaps, are the
sex scenes, but the development of
Michael's character from that of a

troubled child to a tom adult makes

for interesting reading. And beneath
the intrigue of financial wheeling
and dealing, there are hints at even
darker human failings.

minimize depression and stress-
related impairments.

The third and fourth tiers relate

to an individual and an employer's
ability to structure a flexible and
accessible work environment. Ulti-

mately, an individual's capability to
move independently within and
between home and work offers him

or her the best opportunity for fully
productive aging.

The following incremental,
collaborative steps should be taken
within industries to recognize that
their workers who are over the age
of 50 are a critical part of their
current and future workforce:

No. 1: Identify and reduce risk
factors within the older workforce.

The cost of poor health and aging is
minimized through timely risk
management.

No. 2: Develop and apply cori)0-
rate policies that invite and reward
worksite flexibility and accessibility.

No. 3: Reward employees for ac-
cepting responsibility for their per-
sonal well being and protecting
their work capacity.

No. 4: Provide incentives for

continued productivity by support-
ing services that reduce the impact
of complex family obstacles on
staying productive.

No. 5: Apply corporate resources
to measure the impact of produc-
tive-aging programs and their sub-
sequent return on investment.

No. 6: Offer programs within
the organization that promote
generational equity in protecting
productivity. Reduced productivity
is not an older-worker issue but an

all-worker issue.

Age is not a disability, and aging
is not a disease. Productivity does
not have to stop at a certain age or
with the onset of an injury or ill-
ness. The maintenance and restora-

tion of good health is the corner-
stone of the productive aging life
phase.

Kenneth Mitchell is vp ofcorpomte re-
tum-to-work program development at
UnumProvident Corp. in Chattanooga,
Tenn.

Join the discussion, ask the
question, answer the query
Readers are invited to take advantage of a new online feature that
allows risk and benefits management professionals to connect and
exchange information at www.BusinessInsumnce.com.

The Community Forums is an easy-to-use discussion board that
enables the readers of Business Insumnce to ask questions, exchange

ideas and voice opinions on a wide variety of
topics.

The Community Forums discussion
board offers several topic-

focused categories,
including:

• Risk Man-

agers Forum. A
forunn for risk

managers to ex-

change ideas and
ask questions of

peers on various
risk management is-

sues, concerns and trends.

• Benefits Managers
Forum. A forum for exchanging

ideas and asking questions related
to general employee benefits man-

agement issues, concerns and trends.
• In the News. For every news article in Business

Insumnce, there is an angle for the buyer of risk and benefits man-
agement services. This forum is intended for the

www.BusinessInsumnce.com community to express its opinions and
comments about current issues and news stories.

• Industry Focus Forum. Discuss insurance industry issues,
ranging from industry probes, to mergers and acquisitions, to qual-
ity improvement. Industry participants are invited to offer their
views on these and other topics for buyers.

• The Lighter Side. Share your stories of risk and benefits
management success, as well as your tales of business bloopers and
blunders.

• General Forum. Discuss general insurance market issues and
conditions, risk or benefits management trends, current events and
developments and other topics.

Please visit www.BusinessInsumnce.com today and click on the Com-
munity Forums link. A simple free registration to create a user ID is all
you need to join this online community and begin exchanging infor-
mation, discussing ideas and commenting on the news of the day.



STARR

POWER

It's the power of our four specialist companies,
AIAA, AIMA, Starr Tech, CV Starr & Co., operating globally,

helping some of the most high-risk ventures on earth
manage risk and insure against loss.

Whether it's an oil refinery in the Middle East.

A construction site in Malibu.

A jumbo jet at 39,000 feet.

Or a container ship on the high seas.

The power of specialists with peerless
expertise in high-risk exposures.

Backed by the strength of high-quality insurance carriers.

With an unmatched level of customized service.

And more than 55 years of experience.

That's the power of the member companies of
C.V. STARR & CO., INC.

C.V. STARR & Co.,INC.
AIAA / AIMA / C.V. STARR & CO / STARR TECH

cvstarrco.com
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DMEC: Spending on mental health treatments cost-effective for employers
Continued from page 4

the most common absence driver at

the pilot site where AOL pays 100%
of the premium for an STD plan pro-
viding 70% of an employee's hourly
wage. The employees als) earn in-
centive pay not covered Linder the
STD plan. Behavioral health issues
accounted for 31% of short-term dis-

ability claims al the site and drove
direct and indirect costs, he said.

Meanwhile, employees were not

using company-provided employee
assistance program services, doctors
who treated claimants typrcally were
not mental health specialists and
AOL's disabilit> benefits provider,

UnumProvident Corp., frequently
encountered difficulties obtaining
claim information.

Therefore AOL ar-d UnumProvi-

dent partnered with Horizon Health
Corp., a Lewisville, Texas-based be-
havioral health services company.
Horizon created a custom network

of psychiatric professionals to pro-
vide the assessments within 48 busi-

ness hours of receiving a call from an
AOL employee.

The comprehensive assessments
are part of an overall claim review.
Employees must provide assessment
results within a certain number of

days or their claim will be denied,

Mr. Leary said. Each of Horizon's as-
sessments, meanwhile, must result
in an outcome such as a recommen-

dation to return to work while ob-

taining EAP services or a recom-
mendation for treatment.

"They are not leaving there with
just a notice that their STD is going
to be denied," Mr. Leary said. "They
are being provided routes to appro-
priate care and treatment."

As a result, AOL has seen a 56%
decrease in submitted behavioral

health-related STD claims.

Mr. Leary said early data reveals
that "those who are truly in need of
behavioral health disability are the

ones applying for the pricess."
AOL also has seen a 6790 reduc-

tion in claims approvals, a 34% de-
crease in daims duration and a 73%

decrease in daims costs Additional-

ly, employees with legitimate issues
are appreciative because the expedit-
ed nztwork services make it easier to

obtain an appointment with a be-
havioral health care specialist paid
for by AOL, Mr. Leary said.

Sgreading the pilot program to
other call center sites will depend on
AOL's ability to obtain network ser-
vices in cities where they are located,
he added.

Southern California Edison. with

NAVIGATORS LEADS  ITH ECHNOLOGY

sseavigators
Insuring A World In Motion »
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Visit our website at www.navg.:om or contact your insurance broker to find out more about

how Navigators "Leads with Technology" Navigators Insurance Company and NIC

Insurance Company are rated "A" [Excellent] by A.M. Best and "A" I Strongl by Standard &

Poor's. Navigators operates Lloyd's Syndicate 1221. Please review the policy forms for

actual coverage specifications.
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more than 14,000 workers, is also fo-

cusing on employee mental health
as part of an absence management
program.

The Rosemead, Calif.-based utili-

ty's data revealed that mental
health-related disability is the num-
ber three cause of absence, said Deb-

orah Jacobs, manager, disability
management.

SCE also found, as have other em-

ployers, that mental health issues
have a "high co-morbidity" with
other diagnoses that keep its workers
away from work.

Among other measures, SCE
called for its EAP administrator and

its disability third-party claims ad-
ministrator to cooperate and help

Employees with

legitimate issues are

appreciative. The

expedited network

services make it easier

to obtain an

appointment with a

behavioral health care

specialist paid for by
AOL.

Patrick Leary
AOL Inc.

create an employee advocacy pro-
gram that removes obstacles to ob-
taining health care.

Under the program, the EAP has
trained TPA claims examiners to lis-

ten for certain key words when dis-
cussing claims issues with employ-
ees, Ms. Jacobs said. The key words
trigger a transfer of the employee to
EAP specialists.

The EAP also trained the TPA ex-

aminers on language that can make
the transfer smoother, Ms. Jacobs

said. The early intervention occurs
"in the moment" when employees
most need help, she added.

SCE plans to further the EAP's in-
volvement with the TPA to improve
daims management. The EAP's clin-
ical psychologists are more likely to
obtain useful information than

would a claims examiner when talk-

ing "peer to peer" to mental health
professionals treating employees,
she said.

Limiting an EAP's role can be in-
appropriate and not cost-effective,
Pitney Bowes' Mr. Hom told the
conference. By funding an "off-site"
EAP facility that employees in Con-
necticut can conveniently access af-
ter work hours, and increasing the
number of allowable visits from

three to eight, the employer is find-
ing that employees are spending
more time with counselors.

But they are seeing counselors
funded under a captitated structure.
And among other improvements,
absenteeism has dropped to 11%,
from 32% when Pitney Bowes limit-
ed EAP visits to three.

Because Pitney Bowes is a service
provider, it must replace absent
workers, so reducing absenteeism
represents real labor cost savings,
Mr. Hom said.
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Improving health care for employees with financial challenges
Finding solutions to lower costs

By JOANNE WOJCIK

WASHINGTON-Concerned that

consumerism may be putting too
great of a financial burden on low-
income workers and individuals

who are chronically ill, employers
are exploring ways to address grow-
ing health care disparity.

Among the options being consid-
ered are setting premium contribu-
tions on a sliding scale based on in-
come; opening onsite health care
clinics to provide health care ser-
vices to employees and their depen-
dents at low or no cost; and increas-

ing employer contributions to
health savings accounts and health
reimbursement arrangements for
low-wage earners and individuals
who are chronically ill.

"When YOU institute con-

sumerism with someone who has a

negative net worth, it's meaning-
less," said Gary Loveman, chair-
man, president and chief executive
officer of Las Vegas-based Harrah's
Entertainment Inc.

He said language barriers and lit-
eracy issues also pose obstacles to
ensuring that low-wage earners
have access to necessary health care
services.

"The only way to go ahead with
this is to provide basic services for

Wellness:

Employers
promote
healthy living
Continued from page 4

its total health care costs are related

to obesity. Following this discovery,
the company began using its em-
ployee assistance program vendor
to provide nutrition counseling to
employees and their families, ac-
cording to Ms. Barlek.

Alcoa's healthy-eating initiative
is part of a comprehensive, three-
part wellness pilot project at two of
the company's 350 locations that
also includes modules focusing on
fitness and preventive care, she
said.

"People can't tell you the differ-
ence between fried chicken and

baked chicken unless you physical-
ly show them. They don't know
how to read a label," said Ms. Bar-
lek.

Quest Diagnostics, a Lyndhurst,
NJ.-based diagnostic testing and
services provider, is also emphasiz-
ing nutrition as part of its wellness
program, called "Healthy Quest."

"We actually had one of our em-
ployees agree to serve as 'Chef
Healthy Quest' and provide healthy
recipes over the corporate intranet,"
Mr. Williams said.

In addition, Quest asked its vend-
ing machine supplier to flip all of
the snack packages in the machines
so that employees would see the
nutritional information before

making a selection, he said.

free," Mr. Loveman said, adding
that Harrah's is beginning todo this
via onsite clinics it is opening at
many of its casinos around the
country. To foster health care litera-
cy, Harrah's also is planning to pro-
vide computes with high-speed In-
ternet connections and classes for

employees to earn their GEDs.
"We're going to begin to experi-

ment with this," he said at a session

titled "An Integrated Approach to
Employee and Dependent Health"

during the Business Health Agenda
2006 sponsored by the National
Business Group on Health, held
March 15-17 in Washington.

Harrah's also has established a

sliding scale for employees' premi-
um contributions so that those who

earn more, pay more, while those
who earn less, pay less, Mr. Love-
man said (See related story, page
14).

When Brookfield, Wis.-based Fis-
erv Inc. introduced a $100-per-
month working-spouse surcharge
last year, resulting in an 11% reduc-
tion in spouses covered under the

company's health benefits plans,
"we became concerned that we

might have people dropping cover-
age just because they couldn't af-
ford it," said Kathy Dobrzynski, Fis-
erv's human resources officer, dur-
ing a session titled "Going Main-
stream: Consumer Health Accounts

and High Deductible Health Plans."
"We surveyed a good portion of

the people who did not have cover-
age," Ms. Dobrzynski said in a later
interview. While many said they
were covered by spouses' plans or
government plans, "there were a lot
of people who didn't indicate they

had coverage," she said.
In response, the company insti-

tuted a low-cost high deductible
plan, which resulted in an overall
increase in enrollment of about 200

employees, Ms. Dobrzynski said.
However, she said they were unable
to determine how many of those
additions did not have insurance

previously, although she assumed
that some of them had been among
the uninsured. Fiserv also reduced

the working spouse surcharge for
the high-deductible plan to 550

13

See COSTS / next page
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HELP WANTED HELP WANTED LEGAL NOTICE LEGAL NOTICE LEGAL NOTICE

Actuary Marketing Executive

The Florida Office of Insurance Regulation Financially strong (A+ XI) P&C Carrier re- GORDIAN RUNOFF (LK) LIMITED FORMERLY GIO (UK) LIMITED
is seeking an Actuary In the Life & Health cruiting seasoned marketing professional
Product Review area to perform complex to expand core book of commercial busi- HIGH COURT )F JUSTICE (CHANCERY DIVISION)
actuarial work dealing with Life & Health ness into major urban areas. Producer fol- COMPANIES COJRT No. 376 of 2005
insurance rates. lowing, sensitivity to present market condl-

Requirements A bachelor's degree from boris and desire to create a secure position NOTICE TO SCHEME CREDITORS

an accredited college or university with a with a growing and progressive group of
major in mathematics, statistics or Insur- companies required. Solvent Scheme of Arrangement fo- Gordian RunOff (UK) Limited ("Gordian")
ance and five (5) years of professional ac- College degree and professional designa-

NEW DATE FOR SANCTION HEARING
tuarial experience Must be a member of tion[s] are major considerations.

the Society of Actuanes. Must be m good Reply in confidence to The Directors intend to In.ite the Court to sanction tlis proposed scheme 5 arrangement at a hearing on Tuesday 25 April 2006 in

standing with the Society of Actuaries, -he Royal Courts of Justice, Th€ Strand, London WC2. Scheme Creditors are entitled to attend that hearing. The time of the hearing
Business Insurance, Box 3244,

holding the designation ASA or FSA (FSA and the court room numter wil be confirmed by the Court tte day before please consult the Gordian Scheme website or contact

preferred)
360 N Michigan Ave., Chicago, IL 60601 or Gordiar. on one of the numbers at the end c·f this Notice.

email: bibox3244@Businessinsurance.com
Interested candidates should send resume There has been a long delay bet#een the Scheme M€eting and-he proposec sanction hearing The necessary voting majoritles were

to Tracie Lambright, 200 East Gaines REINSURANCE
achieved at the Scheme Mee-ing on 3 March 2005 iut the senction application was adjourned twice First, it was adjourned while

Street, Tallahassee, FL 32399. Email to. Gordiar addressed the ccrcerns of the sngle creditor who vo:ed against the Scheme. Then, In July 2005, it was adjourned while

Tracie.Lambright@fldfs.com or Fax to.
Gordian considered the impact»of the judgment in British Avia-.on Insurance Company Limited on Gordian's application for sanction

850/922-3866. We are Looking for Loss Portfolio Transfers
Between $200,000 and $10mm. AMENDMENTS TO SCHEME

HELP WANTED Are you Looking to Close Out Outstanding The Scheme Document was prepared on 27 Jalual 2005. By the time the Scheme becomes effective on or about 26 April 2006,
Captive Years, Transfer Reserves from 1 over 12 months will have passed. Gordiai will inv te the Court to sanction the Scheme with a number of modifications, made

Or Multiple Years?
CORPORATE ASSOCIATE pursuant to Clause 43 of the Scheme.

Visit our website at. www.jrso-inc.com or

The New York office of a large full-service Email us at mike@jrso-Inc.com A draft modified Scheme (showing rhe proposed changes in red) has been posted on the Gordian Scheme website

international law firm seeks a corporate Call. (847) 778-7969 www gordianuk.co.uk so that creditors m: see the proposed =hanges.

associate with 3 to 6 years of corporate The Ascertainment Deteof 30 September ZC04 will be changed to 7 December 2005 to provide a more up-to-date financial

insurance regulatory and transactional mcture for Scheme Credtors
REQUEST FOR PROPOSALS

experience. 2. Clause 38 (Reversion to Run-off) Mill be amended so as to limit the circumstances in which it may be invoked in the interests
Reply in confidence to· of the Scheme Creditors and in liglt of the comments made by Mr Justice Lewison in British Aviation Insurance Company

Business /nsurance, Box 3243 The Medical Malpractice Joint
Limited. Clause 38.1 Till read as follows: "

360 N Michigan Avenue, Underwriting Association of '38.1 If at any time before 35 Bus ness Days after the Final Claims Submission Date or before the first Established Liability
Chicago, IL 60601 Rhode Island Is paid the Scheme Company believes, In lts jiscretion, that it will be unable to pay all Established Liabilities In

Email· blbox3243@Businesslnsurance.com full thenit may cioose to te-mirate tie SchemE."
Request for Proposals

("RFP")-Servicing Carrier 3. The definition of "Scheme Advisers" will be :hanged. <irsteen Hodge is resigning from Deloitte & Touche LLP with effect
HELP WANTED from 16 May 2006 and Jamie Smi.h is retiring with efect from 31 May 2006 from Deloitte & Touche LLP. They have both

The Medical Malpractice Joint Under- withdrawn their ccnsent to act as Scheme Advisers. Gordian has appointed lan Clark of Deloitte & Touche LLP to act as the
Director of Education writing Association of Rhode Island sole Scheme Adviser n their place

("JUA") was established by the laws
Develop & administer a variety of educa- 4. Clause 30.4 of the Scheme will be amended t) reflect the repeal of Section 304 of Title 11 of the US Bankruptcy Code and its
tional programs for Minneapolis, MN-

and regulations of Rhode Island for
the purpose of providing medical mal- replacement by Cf :pter 15 of the US Bankriptcy Code

based non-profit organization's members
practice insurance for licensed physt- The Directors believe that none of these crianges wil have a rratenally adverse effect on the interests of Scheme Creditors

& Insurance industry. Bachelor's deg, 5+
clans, hospitals and other licensed

years exp In many professional liability health care providers. EXPLANATORY STATEMENT
(PL) insurance lines, RPLU preferred, well-

rounded knowledge of PL industry, under- The JUA Is seeking proposals to se- Certain information in the Explanatory Statement will als i be updated via the Gordian Scheme website A draft modified

writing concepts, practices & procedures, cure an entity to act as a Servicing Expl:natory Statement (siowing the proposed -hawes In red'. has been posted on the Gordian Scheme website

brokerage Issues and related aspects of Carrier, Central Processing Agent, 1. The provisional timetable Is out 01 late anj so exact zates will be posted on Gordian's Scheme website once the Scheme

placement. Strong project mgmt, organl and Manager for the JUA, for a three becomes effective The following timetable is provisional:

zation, and communication skills Salary (3) year term, commencing on Jan-
1.1 26 April 2006: E-fective Dete; 1

commensurate w/exp. E-mall resume and uary 1, 2007, m return for mutually
agreed upon compensation. 12 By 18 May 2006: Gordian *ill notify Scheme Creditors that the Scheme is effective and will post Claim Forms to

sal reg to dhazeltine@plusweb.org.
To secure a copy of the RFP, please

Scheme Creditors; the Claim Form Mil also be 2Flable on tre Gordian Scheme website by this date,

Some things Just work send an e-mail message to David P. 1.3 25 October 2006 Final Claims Subnission Date

Whitman, Esq., Counsel to the JUA, 1.4 26 December 2006 Likely comnen.ement of payment to creditors of Established Liabilities

 better in color.  at dpw@hansoncurran.com or a writ- 2. Appendix 3 {2003 annual a.counts lo- Gordian : unaudited 2005 accounts are available on the website.
ten request may be sent to David P.

3.
Like your PROFESSIONAL MARKETPLACE Whitman, Esq., Hanson Curran LLP, Appendix E {s:mple Claim Firm,: a -Evised samole form is available on the website showing the new Ascertainment

Date and the neK Final Clarns Subrrission Date.
adin Business Insurance Contact 146 Westminster Street, Providence,

Tina Vasilakis at 312-649-5340 R102903. 4. Appendix 6 (Estimatio, Methodolog n: a revised version, is available on the website, it operates in the same way as the earlier
draft but now refers tc al updated Indefendent actuarm I review (as at 31 December 2005) of gross and net unpaid liabilities
In addition, the methodology in re ation to rei istatement premiums has oeen modified to reflect the improved data available.

REQUEST FOR PROPOSALS REQUEST FOR PROPOSALS 5 Appendix 8 (Scheme Manager's 2003 accounts). unaudited 2005 3Ccounts for the Scheme Manager are available on the
website.

NEW YORK CITY HOUSING AUTHORITY 6 Since March 2005, tte Scheme Manager's -ompany name has changed from Cobalt RunOff Services Limited to Cobalt 
Solutions Australia Limited; the Scheme Legal Adviser, Miriam Bart ett, has moved firms, Kevin McAtee has taken over the 

m!,8:leiu:/1'.imzr==m!/ support role previously ield by Mary-Anne ling, for t-e reasons explained above, lan Clark of Deloitte & Touche LLP has

0 , ' ID. D a 'D replaced Kirsteen Hocge and Jami€ Smith as Scheme Adviser. The text of the Explanatory Statement has been amended
appropriately.

• INSURANCE BROKER Quer,es may be emailed fo scheme@qordianuk.nuk or mi-tam.bartlett@rpc.co.uk. Please also refer to the Gordian Scheme

• RISK MANAGEMENT CONSULTANT
webs te www.gordianuk.co.uk and to the Gcrdian Screme Helpl ne on +44 (0) 20 7818 5368

• COMMUNITY OPERATIONS INSURANCE BROKER

• AUDITOR - LIABILITY & WC

• LOSS CONTROL REPRESENTATIVE Need a Legal Notice, Request For Proposals or Announcement published?
The New York City Housing Authonty ("NYCHA") requests proposals from qualified
INSURANCE BROKERS, RISK MANAGEMENT CONSULTANTS, LOSS Contact Tina Vasilakis (312) 649-5340
CONTROL REPRESENTATIVES AND AUDITORS for providng insurance
placement, consulting, loss control and auditing services in support of NYCHAs www.Businesslnsurance.com/Notices
Risk Management Program

Proposals must be made in the format outlined in the RFP packet containing
instructions, specifications and detailed submission requirements Packets may
be obtained beginning March 24,2006 from NYCHA's Coordinator for this
RFP Augusto Montan, RFP Coordinator, New York City Housing Authonty, Risk
Finance Division, 90 Church Street, 6th Floor, New York, New York, 10007-2919 10.

and telephone 212-306-6681 Completed proposals must be received by . 0

4:00 RM. on Friday, April 21, 2006.

@
All inquines for additional information regarding the RFP are to
be directed to Augusto Montan, Risk Finance Division @

TAasbooveonatande&1,6':1'%'M%7 number or e-mail to
NEW YORK C. Michael R. Bloomberg Tino Hernandez
HOUSING

AUTHORITY Mayor, New York City Chairman, NYCHA
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To place your ad, contact Tina Vasilalds at (312) 649-5340
fax: (312) 649-7937 / E-mail: tvasilakis@BusinessInsurance.com FSA: Regulator pleased with market's progress

Business Insurance, Classified Department,

- _ 3ON. Michigan Ave., Chicago, IL 60601-3806. Continued from page 17 and we have exceeded the FSA's ex- tion within 10 weeks of receivingCall for details on blind box and internet advertising
tum

""

Achieving contract certainty pectations," Mr Matcham said an application
is commercially vital to the mar- Separately, the FSA announced Simon Sperryn, chief executive of
ket's survival, and the FSA has made plans to accelerate the process of the Lloyd's Market Assn., which

LEGAL NOTICE LEGAL NOTICE clear that they will still intervene if authorizing new insurers "in re- represents underwriters at Lloyd's,
necessary," Mr Douetil said in a sponse to market needs at times of said he welcomes this announce-

UNITED STATES BANKRUPTCY COUm SOUTHERN DISTRICT OF NEW YORK statement "Every business must pressure." The FSA said in a state- ment "The flow of capital into
X therefore continue its commitment ment that the authonzation of new Bermuda (late last year) was a wake-In re Pelition of the Board of Directors of In a Case Under Chapter 15 of the Bankruptcy Code

LION CITY RUN-OFF PRIVATE LIMITED, Case No 06 B 10461 (SMB) to this issue," he added. insurers typically takes 17 weeks but up call There is no doubt the regu-
Debtor in a Foreign Proceeding

"Contract certainty ts a commer- that it would "accelerate this pro- latory burden lS becoming a signift-NOTICE OF FILING AND HEARING ON PETITION UNDER CHAPTER 15 OF THE UNITED STATES BANKRUPTCY CODE
cial imperative. London is leading cess for insurers m periods of mar- cant cost that might hold LondonPLEASE TAKE NOTICE, on March 15, 2006 the Board of Directors (the 'Petmoner) of Lion City Run-Off Private Limited

' (the 'Companyl filed a Petition (the ·Pebtion·), pursuant to Chapter 15 01 Titte 11 of the Unted states Code (the Bankluptcy Code), the way, and we welcome regulato- ket preSSUre. back," he said. "The FSA has done
wah the United States Bankruptcy Court tor the Southern District of New Ybrk (the 'Court') seeking recognmon of a foreign main
proceeding, requesting a permanent injunction, and related mlietin aid of the Companrs scheme 0, Artangement, pursuant to ry mterventlon belng placed on the It sald that In Instances where it well to recognize this"
section 425 of the Companies Act 1985 01 England and Wales and section 210 01 the Companies Act, chapter 50 of Singapore
(the 'Scheme'), a foreign main proceeding, as defined in section 1502(4) of the Bankruptcy Code Should the Court determine back burner," said Dave Matcham, has pnor knowledge of a group, the In addition, the FSA said that, as

that the Scheme Is not a foreign main proceeding, the Petmoner respeclully requests thal the Court entertain the Petition as one chief executive of the International authorization of a new company part of its public consultation onfor recognition ol, and rebel respecting, a foreign nonmaln proceeding, as defined in section 1502(5) Of the Bankruptcv Code
PLEASE TAKE FURTHER NOTICE that pumuant to the Order Scheduling Heanng and Speo,4,ing the Formanj Manner of Underwriting Assn; which repre- should take one month after the the European remsurance directive,

Service of Notice, dated March 20,2006 (the Scheduling Order), the Court has scheduled a heanng for Apnl 13,2006 or such sents London company insurance regulator receives an application; it will also confer with Interestedother time as counsel may be heard (the 'Heanng') before the Honorable Stuart M Bernstein in Room 723 of the Bankruptcy

Court, One Bowling Green, New brk, New York. to consider the Petition and the Pemioners request for an order (the 'Permanent , market underwriters "You can be where the regulator does not have parties about the introduction ofInlunction') granting recognmon to the Scheme as a foreign main proceeding and providing for a permanent injunction and related I
relief on the terms as substantially set forth below I sure for usitis on the front burner. prior knowledge of a group, it will special-purpose insurance vehicles

1 that sections 361 and 362 01 the Bankruptcy Code shall apply with respect to the Company and the property ol the
Company that is within the temtonal junsdiction olthe United States, It is embedded ahead of schedule, make a decision on the authoriza- in the United Kingdom

2 that sectlons 363,549, and 552 of the Bankruptcy Code shall apply to a transfer ol an Interest of the Company In property that
Is within the temional junsdiction of the United States to the same extent that the sections would apply to property of an estate,

3 thal the Company's representative may operate the Company's business and may exercise the rights and powers of a
trustee under and to the extent provided by sections 363 and 552 ot the Bankruptcy Code,

4 that section 552 of the Bankruptcy Code shall apply to properly of the Company that Is within the territonal lunsdIction ol the
United States, Enterprise risk: Holistic view helping buyers

5 that the Scheme shall be given full force and effect in the United States, and shall be binding on and enforceable against all
Scheme Creditors (as defined In the Venfied Petition under Chapter 15 of the Bankrupicy Code for Recognition of a Foreign Main
Proceeding and Permanent Injunctive and Other Rehef In Aid Thereof (the "Venfied Petition)) in the United States,

6 that all Scheme Cred,tors shall be permanently enjoined from taking any action m contevention of, or inconsls ent with, the Continued from page 17 risks, such as some U S and The cost of insurance 15 becom-
Scheme of Arrangement, tical practice at London-based bro- Japanese windstorm exposures, ac- ing much more visible to the boards

7 that all Scheme Creditors shall be permanently eniomed trom se,zing, repossessing, transterring, relinquishing or disposing
of any property of the Company In the United States, or the proceeds thereof, to any person or entity other than the Scheme ker Jardine Lloyd Thompson Group cording to Brian Casey, vp, claim of compames, Mr Casey said, par-
Managers (as defined in the Venhed Petition),

8 that, except as prowded In section 1521 of the Bankruptcy Code, all Scheme Creditors shall be permanently enlolned from
PLC Coverage is expensive and and litigation counsel, at Gateway ticularly for directors and officers 

(a) commencing or continuing any action or legal proceeding m connection with any Claim (Including, without hmitation, the claims that pharmaceutical Insurance Co in St, Louis Mr, coverage
arbliration, mediation or any ludicial. guam ludicial, administrative action, proceeding or process whatsoever),including by way of
counterclalm, against the Company, or any property In the United States that Is involved In the foreign proceeding, or any companies face often exceed their Casey was the Business Insumnce The session was moderated by
proceeds thereof, and seeking discovery of any nature against the Company, (b) enforcing any judicial, quasi ludicial, coverage limits, he said, Risk Manager of the Year in 1996 Lothar Riedle, country manager foradministrative judgment, assessment or order, or arbitration award obtained in connection with any Claim, and commencing or
continuing any act or action or legal proceeding In connection with any Claim (Including, without hmitation, arbltration, mediation Policyholders are also used to when he worked at Coming Inc in Germany for ACE European Group,or any ludicial, quasi judicial, administrative action, proceeding or process whatsoever) or any counterclaim to create, perlect or
enforce any lien, attachment, garnishment, setoN or other dalm arising out ol a Claim against the Company or any cf Its properly dealing with a lack of capacity for Corning, N.Y a division of ACE Ltd.
In the United States, or any proceeds thereof, Inctuding, without limitation, rights under reinsurance or retrocession contracts, (d)
Invoking, enforcing or relying on the benefits of any statute, rule or requirement of lederal, state, or local law ir regulation
requinng the Company to establish or post secunty In the form ola bond, letter of credit or otherwise as a condition of prosecuting
or defending any proceedings (including, without limitation, arbltration, mediation or any ludicial, quasi ludicial, administrative
action, proceedings or process whatsoever) and such statute, rule or requirement Mil be rendered null and void for proceedings,
Drowded. however, Bal nothing In the Permanent Inlunction shall in any respect allect any Security In existence at the EHective Heists: Losses from robberies mayturn cycleDate or the replacements for such secunty, (e) drawing down any letter of credit established by, on behalf or at the request of, the
Company, in excess 01 amounts expressly authonzed by the terms of the contract or other agreement pursuant to which such

%2'oi'%; Zthereensaennf!5ZParmwwgfeemAn,cota;AY'2'Z,ZIrgmpZ:YSIutes Continued from page 17 stole a van carrying £52 million Mr Turner said "(But) we have a
expressly authonzed by the terms 01 the contract and any related trust or other agreement pursuant to which such letter of credit,

($93.1 million) in cash on Feb. 22 ($91.9 million) worth of diamonds, view of what the prices should be,trust, escrow, or similar arrangement has been established, orovided however, no drawing against any letter of c edit shall be

made in connection with any commutation unless the amount has been agmed In writing with the Petitioner or me Scheme m Britain's biggest cash heist. The and a September cash heist involv- and they're too cheap for us WhenManagers or permitted by further Order of the Court,

9 that all persons and entities in possession, custody or control of the Company's pmperty in the United States or the gang kidnapped the family of a de- ing a Group 4 Securicor van in they come up to that level, we will
proceeds thereof, shall turn over and account for such property or its proceeds to the Petilloner or Scheme Managers unless such

pot manager and threatened to Canada resulted in the loss of $30 be happy to be involved"ajltarSmeacbred,toTEN;e benZc,a'rge'ofttmTcred,testablishedby, on behalloratther,questolthe harmthemifthe manager did not million, Mr. Turner would not say howCompany or parties to any trust, escrow or similar arrangement In which the Company has an interest, shall be required to (a2
provide notice to the Scheme Managers' United States counsel of any drawdown on any letter of credit established by, on behall let the thieves into the facility This has made the 2005-2006 pe- much of the cash-in-transit market
or at the request ol the Company, or any withdrawal from, setoll against, or other application of property that ts the subject olani

Market sources say the underwnt- nod for cash-in-transit coverage the Wellington writes, but Says it is atrust or escrow agreement or similar arrangement In which the Company has an Interest, together with Information sufficient k

permit the Scheme Advisors to assess the propnety of such drawdown, withdrawal, setoft or other application, including, withou· ers have paid the claim. equivalent of a bad hurricane sea- small percentage and is m declinelimitation, the date and amount of such drawdown, withdrawal, setoll or other application and a copy of any contract, related trus
or other agreement pursuant to which any such drawdown, withdrawal, setoff, or other application was made, and prowde suct Stockholm, Sweden-based Secun- son on homeowners' insurance in The business also attracts what
notice and other information contemporaneously therewith, and, (b) turn over and account to the Scheme Managers tor aillunds
resulting from such drawdown, withdrawal, setoll, or other applicallon in excess of amounts expressly authonzed & the terms o tas covers an initial layer of loss the United States, underwnters say one underwriter called "naive capi-
the contract, any related trust or other agreement pursuant to which such letter of credit, trust, escrow or similararrangementhas through a captive insurer, accord- tal" from companies that are un-been established unless such Scheme Creditor has a bona fide defense to this obligation to turn over,

11 that every Scheme Creditor that has a dalm of any nature or source ansing out of a Claim and that Is a party to any act,or ing to Industry sources. Company aware of the risks
or other legal proceeding (Including, without limitation, arbitration or any ludicial, quas, judicial, administrative action, proceedins
or process whatsoever)In which the Company Is or was named as a party, or as a result of which a liability 01 the Company mai officials would not discuss their in- "I want the sort of Underwriters also complain that
be established, shall be required to place the Petmonets United States counsel (Chadboume & Parke LLR 30 Rod.efeller Plaza surance arrangements. cash-in-transit companies substi-New York, NY 10112, Attn Francisco Vazquez, Esq ) on the master service 151 of any such action or other legal proceeding, anc
to take such other steps as may be necessary to ensure that such counsel receives (a) copies of any and all documents serveo Above the self-insured retention, company that behaves tute coverage for vigilance, effec-
by the parties to such action or other legal proceeding or issued by the court, arbitrator, administrator, regulator or similar oillcia
having junsdiction over such action or legal proceeding, and, (b) any and all rouespondence, or other documents amulated k. a £5 million layer ($8.8 million) is as if they're uninsured.parties named in the master service list,

tively shifting the buslness nsk onto
provided by Ascot Underwriting the insurers, as they seek to cut12 that nothing in the Permanent Injunction shall In any respect prevent the commencement or continuation ol proceedings

against any person or emily other than the Company. amyldsd. hgimat, that il any third party shall reachasemement with. o Ltd.'s syndicate 1414, said David Insurance has been a their own prices in a competitive
obtain a ludgment against, any person or entity other than the Company, such settlement or judgment shall not be binding on o
enforceable against the Company, and Edward, director of Ascot Under- marketplace.

13 that no action taken by the Petitioner or the Scheme Managers, their successors, agents or representatives, or any of them writing Ltd catalyst of poor levels I want the sort of company thator their counsel, In preparing, disseminating, applying tor, implementing or otherwlse acting m furtherance of the Scheme o
Arrangement shall be deemed to consmute a waiver of the immunity allorded the Pelltioner or the Scheme Managers, thei Excess coverage is led by the Mil- behaves as if they're uninsured,"successors, agents or representatives pursuant to sections 306 or 1510 of the Bankruptcy Code

PLEASE TAKE FURTHER NOTICE, that any party In Interest wishing to submit a response or oblection to the Pebilon or me lennium syndicate 1221, which is of security by providing said Robert Read, fine-art under-
relief requested by the Pelitioner must do so pursuant to the Bankruptcy Code and the Local and Federal Rules of Bankruptcv operated by Navigators Underwrit-Procedure,including, without limitation, Federal Rules of Bankruptcy Procedure Intenm Rule 1011, m writing and setting forth the cheap insurance. writer for London-based Hiscox

bases therefore, which response or objection must be filed with the Office of the Clerk 01 the Court, Room 534, One Bowling ing Agency Ltd. (BI, Feb 27) Syndicates Ltd "Insurance has beenGreen, New kbrk, New York 10004 1408, and served on the attorneys for the Petitioner, (Chadboume & Parke LLR 30 Rod(efelle-
Plaza, New 'ibrk, NY 10112, Atin Howard Selle, Esq), so asto be received by themall no tater than 400 p m Eastern Time. Five people so far have been Robert Read a catalyst of poor levels of security
Apnt 10,2006

PLEASE TAKE FURTHER NOTICE, that the response or objection to be Med with the Omce of the Clerk 01 the Court must be charged in connection with the Hiscox Syndicates Ltd. by providing cheap insurance "
hled, (1) electronically by registered users of the Court's electronic case filing system In accordance with General Order M 242 d crime, and police have recovered Underwriters say one option for
the Bankruptcy Court for the Southern District of New York, a copy of which may be viewed on the COLrt's website,
www nvsb.uscourts.gov, and (11) by all other parties in interest on a 35 inch disc, with hard copy provided to the Chambers of the about £20 million ($35.1 million) protecting themselves may be to
Court at the address specified In the paragraph above

Ascot and other insurers are offer- More than just the spectacular stipulate m their policies the proce-PLEASE TAKE FURTHER NOTICE, that all parties In Interest opposed to the Pehbon or the Pelmonets request tor relief must
appear at the Heanng at the time and place set forth above ing a reward of £2 million ($35 events of the last month are affect- dures for cash-in-transit companies

PLEASE TAKE FURTHER NOTICE, that the Heanng may be adjourned from time to time without further notice other than an
announcement In open court at the Heanng ofthe adjourned date or dates or any further adjourned heanng million) for the capture and convic- ing the market, though. Underwrit- must follow when guarding cash or

PLEASE TAKE FURTHER NOTICE, that :f no response or objection is timely filed and served as provided above, the Coult tion of the gang responsible for the ers say profits from insuring cash- screemng employees.may grant the recognlbon and relief requested by the Pelltion without further notice Copies of the Petition, the Ventled Petmoi

and supporting documents will be made available upon request at the omce of the Pet,honets United States Counsel at the robbery in-transit companies have been Screening may be made simpleraddress below

Chadbourne & Parke LLP • Attorneys for the Petitioner • 30 Rocketeller Plaza • New York, New York 10112 meager over the last 10 years, claim- in the United Kingdom this month
(212) 408 5100 • Attn Howard Selle, Esq and Francisco Vazquez, Esq Rash of losses ing that they have lost money in all Effective March 20, security guards

but three in England and Wales must be 11-
Subsequent weeks have seen Such losses, coupled with the censed by the government's Secun-

British robbers, who rammed a Se- Tonbridge raid, could spark a turn ty Industry Authority The SIA
: 10. curitas truck with a farm tractor, get in the cycle. notes, though, that 3,102 of the

away with £600,000 ($1 1 million) For example, London-based 9,346 individuals hired to guard
on March 8 and raiders brandishing Wellington Underwriting Agencies cash and valuables in transit have

, assault nfles get away with £3 mil- Ltd. will not wnte new policies un- not been licensed as of March 22,
1. . 11 lion ($53 million) at a Swedish air- til rates increase because of continu- though 1,423 of the 3,102 have

port as cash was being loaded onto ing losses, said David Turner, mar- submitted applications,
4 , ,.

a Secuntas truck on March 7 keting manager In the United States, state and 10-
These follow two major raids last "We view the book itself as a cal governments license security

year. Robbers m the Netherlands good solid business," Wellington's guards
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Alabama: Allowing captives to form in the state Media: Defense costs on the rise

Continued from page 3 ate the vehicles close to home, the As the concept of using captive Continued from page 3 nsks. Allegations of infringement

Ivan, and other storms that fol- insurance department spokesman insurers has been discussed in managed exposure," he said. "It's could force Time Warner to enter
lowed, led to "some instability m said Alabama as a way to develop one, to some extent, that's been put Into unfavorable royalty or licensing
our market," he said of the response The law was drafted as "kind of a more-affordable coverage for expo- to bed " agreements or incur substantial
by insurers to cut back their proper- hybrid" incorporating parts of cap- sures in coastal areas, interest has Media companies appear relative- monetary hability, the company
ty writings and increase rates in Al- tive legislation in Vermont and grown in other parts of the state as ly unconcerned about traditional noted in its annual report

.Even tf

abama South Carolina, the spokesman well media claims Dallas-based Belo Time Warner believes that the

Sen Byrne, who was a member of said. "They were both used as a "There are people with similar Corp, for example, said m its annu- claims are without ment, the claims
the task force, said the group rec- starting point," he said problems m obtaining coverage," al U S Securities and Exchange can be time-consuming and costly
ommended that a captive law be The bill calls for each pure cap- said Sen. Byrne Owners of timber Commission report that a number to defend and divert management's
drafted partly so that restaurant as- tive to have minimum capital and trucks are among those who have of legal proceedings are pending attention and resources away from
sociations, condominium associa- surplus of $250,000 and each asso- expressed interested in using cap- against the company for alleged 11- its businesses," the report said
tions and other similar organiza- ciation captive to be funded with at tives townte coverage for their ve- bel or defamation actions but it does Intellectual property daims often
Mons whose members were hard-hit least $750,000 hides, he said. not believe that liabilities arising anse when old media content is re-
by hurricanes would have an alter- Industrial Insured captives, "As this moves along, groups from these proceedings, if any, published through new media chan-
native to the traditional market, which include risk retention across the state are seeing the value would have a matenally adverse im- nels, such as when newspapers re-
where coverage was scarce and high groups, would have to be formed in it for their problems," agreed the pact on its operations or its financial publish old stones online or music is
priced with at least $500,000 m capital, insurance department spokesman position. Belo Corp owns tour daily provided through digital down-

While those groups could have and sponsored captives, which op- Day care centers, pest control firms newspapers, including The Dallas loads, Mr Milton said "There lust
formed captives in other domiciles, erate as segregated cell companies, and road builders are other busi- Morning News, and 19 television are more and more ways media is
passage of the law would make lt would be required to have at least nesses that may consider captives, stations exploited," he said

easier and cheaper for them to cre- $1 million. he said. Meanwhile, the MLRC report To date, there have been only two
does not take Into account defense

costs, which compnse about 80% of

Consolidation: How much MBA activity ahead? the expenses formedia insurers, not- "The ease of publishing
ed Michelle Worrall Tilton, prest-
dent of First Media, a division of

on the Internet makes it

Continued from page 1 fact that a lot of companies are un- ternational exposure, but "that OneBeacon Professional Partners m a little more hazardous,
is whether or not the carriers are comfortable with acquinng possible would be a reversal" of the past few Boston "The fact that we're win-
ready to go out and look for trans- problems" from others years' general trend away from in- ning at trial still doesn't cut down because there is a less
actions, and the rumbling that I "That is not to say there's going ternational expansion on defense costs," Ms Worrall

controlled editorial
guess I hear lS they're much more to be any, but I don't think we're Some observers say there would Tilton said
wilhng to do that than they were a be little synergy with such a deal "In a way, that's one of the rea- process."
couple of years ago," he said. "Past deals have demonstrated an sons why the MLRC study wasn't as

i/

"I think you might see an uptick The U.S. has gone increased level of risk and probably relevant to the insurance market," Clint Johnson
in terms of potential M&A activity

through a lot of
less synergies compared to an in- Marsh's Mr Milton agreed. "The ACE USA Professional Risk

in the sector this year and proba- market transaction," said Mr. costof defending claimsisgoing up,
bly more so in 2007," said Michael consolidation in recent Hodes so that's a concern "

Dion, senior equity analyst at San- Michael Brosnan, a consultant on Even a case that 15 dismissed at trials involving media defendants'
dler O'Neill & Partners L P. in New years, and there does insurer transaction advisory services summary ludgment can result in de- Internet content, according to the
York "As growth becomes harder to with Ernst & Young in New York, fense expenses of about $150,000 m MLRC report, but this is hkely to in-
come by, I think that could force seem to be some said, "You're going to have to have a major market such as Chicago, Ms crease as media companies expand
some companies to look for acquist- different regulatory regimes" with a Worrall Tilton added their presence online, insurers say
tions as a way to show growth "

momentum for a global
cross-border deal "It's not like you Defense costs have a much greater "The ease of publishmg on the In-

Mr Dion said, I I think the indus- consolidation move." can take two U S companies and impact on rates than do lury ver- temet makes lt a little more haz-
try 15 probably overcapitalized, so I combine them together and have dicts, Mr Dodell said. Currently, ardous, because there is a less con-
would be surprised to see new en- John L. Ward synergies " There are not going to pricing for media insurance is ex- trolled editorial process," said Clint
trants emerge Into the marketplace, Ward Partners L.L.C. be "a whole lot of savings" m terms tremely stable, with renewals flat to Johnson, senior vp, ACE USA Profes-
but, by the same token, Ithink one of infrastructure and other costs 1% lower than 2005, which is good sional Risk, a unit of Philadelphia-

thing the hard market did do over with such a deal, he said news for media organizations, he based ACE USA

the last four to ftve years" is to sepa- going to see a huge increase in Mr. Charron said, "The bigger said "What we're predicting for Media insurers will react to in-
rate the good underwriters "from M&A actmty," Ms. Baurkot said they are, the harder they are to pull 2006 is a similarly flat rate environ- creased exposure from intellectual
the merely average and mediocre "We think that the prospects for a off, and gettmg the fit with culture, ment," Mr Dodell said property litigation by carefully eval-
underwriters, and I think it'11 be significant increase in activity m the getting the approvals necessary" Media insurers, though, say they uating an organization'S clearance
those stronger companies that will commercial property/casualty area from the European Union and the are seeing an emerging exposure for procedures, which may include the
look to perhaps acquire the average are still fairly limited," said Adam U S Securities and Exchange Com- media companies in the intellectual vetting or review of content by
or mediocre underwriters," he said Hodes, managing director at New mission "are some pretty big hur- property arena. "Media companies, lawyers and the documentation of

John Wicher, principal with John York-based Sagent Advisors Inc., a dles." because of the Internet and new licenses and releases for any unongl-
Wicher & Associates in San Francis- consulting firm "I think there will "I think we would see tremen- technology, are using their intellec- nal content, Ms Worrall Tilton pre-
co, said the hard market was short be pockets of activity related to ac- dous time to put something like tual property in ways they haven't dicted If an organization has an in-
lived, which "puts additional pres- quisitions of smaller companies that together and, frankly, that before," Media/Professional's Mr creased exposure because it creates
sure on those who, frankly, needed with particular capabilities or exper- could klll the deal," he said. DiSilvestro said. "The intellectual or produces entertainment-based
a longer cycle to build their balance tise, but large-scale acquisitions still John L. Ward, president of the property that media companies are content, the insurer may respond
sheets and to be able to remvest" m present a reasonable amount of risk Cincinnati-based msurance services both using and creating has in- with a higher self-retention for such
technology and other areas In that to the acquirer based on potential h- industry advisory firm Ward Part- creased enormously, thus sublectlng nsks, she said
situation, "partnership becomes a ability and reserve issues." ners L.L C, said, though, that "the them to the possibihty of claims" Retentions for large media com-

more-attractive option to achieve Some observers say the prospects U S has gone through a lot of con- The nse m the number of intellec- panies can be substantial For exam-
what you can't achieve on your of a U S./non-U S. deal in particular solidation m recent years, and there tual property mfnngement claims iS ple, a company with gross revenues
own" and could dnve an increase in are unlikely Mr. Dion said he does does seem to be some momentum directly attributable to the enor- of $100 million to $500 milhon may
M&A activity, said Mr Wicher not expect much cross-border activ- for a global consolidation move." mous pressure on meda companies have retentions in the range of

Mark Charron, a principal with tty, at least on the P/C side "If you Mr. Ward pointed to the Swiss to provide content, Ms Worrall $250,000 to $500,000 and limits of
Deloitte Consulting L,L.P. m Hart- look at the U S market, it's very Reinsurance Co 's acquisition of Tilton said In the race to quickly up to $10 million
ford, Conn, pointed in particular fragmented in commercial lines in- Overland Park, Kan -based Employ- produce and provide this content Mr. Milton acknowledged that
to reinsurers as a possible source of surance," with the top players to- ers Reinsurance Corp. "It's a logical media companies may neglect to there may be pressure from msurers
more M&A activity. "They've been gether accounting for less than a trend, and I would not be surpnsed perform basic risk management to raise premiums or retentions, but
doing pretty well from a rate ade- 10% market share, he said to see some global consolidation," functions such as reviewing licens- he said he does not anticipate pric-
quacy standpoint, so their books of "I think that presents opportuni- he said. ing agreements or working with in- ing changes, because the media lia-
business may be a little bit prof- ties within the U.S. market to grow In fact, Mr. Ward added, "I would tellectual property attorneys, she bility marketplace is very competi-
itable, and that could draw some in- market share without having to go not be surprised to see the St. Paul- said tive

vestments mto that side of the busi- outside the U S market to look for Zurich rumor resurrect itself, be- Diversified media companies such Media/Professional's Mr Dodell

ness," he said. growth or potential market oppor- cause it's a believable discussion " as New York-based Time Warner said the company considers its intel-
But others believe there is rela- tunities," Mr Dion said St Paul is a large U S -based compa- Inc., whose Intellectual property as- lectual property protection to be a

tively little increased interest in S&P's Mr. Iten said a U.S./non- ny, while Zunch can offer global as sets include 45 U.S. magazines- core coverage for the organization
M&A adivity Michelle Baurkot, as- U S deal "might be an attractive well as product line diversification such as People, Sports Illustrated, "We don't expect any signihcant
sistant vp at Oldwick, N J -based way to diversify their exposure by with its strong life insurance pres- Entertainment Weekly and Time- changes to terms or pncing based on
A M Best Co, said, "There's proba- diversifying their premium base" ence, which, he said, "St. Paul Trav- as well as entertainment properties, the increase of intellectual property t
bly been less interest, Just given the for an insurer that does not have in- elers does not bring to the table." are extremely concerned about these claims," he said.
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Photo: Michael Marcotte Lance Ewing (L) and Chris Mandel, RIMS past presidents.

Bl's Daily News & Conference Cove rage at RIMS 2006.
The annual RIMS conference is always a learning experience forBecause those risk managers and commercial insurance executives, even for
industry leaders like RIMS past presidents Chris Mandel and

in the know They, along with thousands of conference attendees, know how
Lance Ewing, VP Risk Management, Harrah's Entertainment Inc.

important it is to stay informed about sessions, key meetings,

need to speakers, special events and exhibit hall activities, and still keep
their fingers on the pulse of breaking industry news. That's why they
read and rely on Bit Dai* News & Conference Coverage.

stay that way.
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As only 8/ can, we'll bring our editorial superiority and unmatched,
timely news coverage directly to the 2006 RIMS conference in
Honolulu, Hawaii, creating an unbeatable marketing opportunity for
sponsors in three special daily editions - in print and online at
Businesslnsurance.com.
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Space is limited, so don't miss out on this chance to stay in front of
this influential audience. Contact Ken Luker, Advertising Director, at
212-210-0133, or e-mail kluker@Businesslnsurance.com right away
to reserve your space in this package of targeted and timely dailies.
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Zurich: Insurer reaches agreement to settle bid-rigging charges with nine states
1

Continued from page 1 lion to cover the states' investiga- In announcing the settlement, "The exact amount to be paid to New York Attorney General Eliot
tection from competition so it tion fees and legal costs James Schiro, ZFS' chief executive each policyholder has not yet been Spitzer or other states investigating
could set artificially high premiums No part of the settlement monies officer, said in a statement that the determined, but approximate ac- the company
and profit on other lucrative ac- is considered a fine or penalty, and, company is pleased to bring "a counts to be paid to each state are Zurich was one of a number of m-
counts " under the agreement, Zunch is eligl- greater sense of clarity and trans- known," Mr. McRaith noted It is, surers implicated in investigations- 1

Schaumburg, Ill -based Zurich lS ble to be refunded up to $30 9 mil- parency to the quoting process for though, "sublect to the discretion of of New York-based broker MMC '
the first to reach a settlement as lion, depending upon the number our customers in the United States, the regulator or attorney general to launched by Mr Spitzer in 2004, 
part of a nationwide class action of policyholders that plan to loin and we look forward to working col- disclose that amount," Mr McRalth which have since resulted in a num- '
lawsuit pending in a New Jersey dis- the settlement (see related story) laboratively with our producers and said, noting that many, including ber of settlements by Marsh and
trict court against several commer- As part of the pact-which the business partners in this new envi- himself, are "holding back" at this other brokers and netted guilty
cial insurers and brokers allegedly Kansas City, Mo -based National ronment " point because the state totals are still pleas to cnminal charges from sever- j
involved in improper broker com- Assn of Insurance Commissioners' preliminary numbers al underwriters in the industry, in-

pensation and insurance placement Broker Activities Task Force assisted Which clients are eligible? Among the states that have an- cluding three former Zurich execu-
practices in developing-Zurich additionally nounced available restitution from tives

The settlement, which requires agreed to implement various disclo- While Zurich agreed under last the Zurich settlement for their In a statement, Zurich noted that

court approval, builds on a confi- sure and compliance rules, includ- week's deal to pay a total of $151 7 state's policyholders are Florida, while it has reached settlements
dential memorandum of under- ing enhanced transparency for million into a restitution fund for which will receive approximately $8 with nine states, tt lS "engaged in i

, standing that Zurich reached last clients regarding the insurer's com- clients harmed by its alleged mis- million, Maryland, which will re- negotiations with other state legal 1
October with plaintiffs that brought pensation arrangements conduct, the identity of those poli- ceive nearly $2 8 million, Texas, and regulatory authorities and
the class action suit Under that Going forward, agents and bro- cyholders has yet to be determined, which will receive about Sl 1 mil- hopes to bring these to a successful 
agreement, Zurich agreed to pay kers will be required to ensure that the insurer and regulators say lion, and Pennsylvania, which Mll resolution " 1

$100 million into a policyholder wntten disclosure forms about con- A plan of allocation for the resti- receive about $10 million "New York regulators are working i

restitution fund The settlement it tingent compensation accompany tution fund "has yet to be decided to resolve their issues with Zurich,

reached last week increases the total every commercial insurance policy on," and "lawyers of the settling 'Good for their image' and we are hopeful we can accom-

amount to be refunded to policy- written by Zurich, whether new states are working with the lawyers plish that in the coming months," a

holders to $151 7 million, while also business or renewal business," a representing the members of the Following the settlement an- spokesman for Mr Spitzer said
tacklng on an additional $20 mil- Zunch spokesman said class action" to come up with such a nouncement, observers said Zurich's In February, New York-based

plan, a spokesman for Zurich said resolution of fraud and bic-rigging American International Group Inc
"Once that plan gets approved by charges with nine states rep-esents a agreed to pay $375 mlilion to com-
the court, I believe it w,11 be present- positive step for the insurer, and one pensate AIG policyholder clients

Parties to settlement
ed to pollcyholders that Wtll be eligi- that is not expected to be a big bur- that may have been harmed by
ble to partlcipate," said the spokes- den on the company, although the bid-rigging activities as part of a
man, who could not provide a time- impact of future settlements with $1 64 bilhon settlement with regula-
frame in which policyholders will other states remains unclear tors

1 will forfeit the right be notified of their potential restitu- "The terms of the settlement Additionally, the settling state at-
tion seem to be especially heavy on the torneys general, as part of the settle-

According to the spokesman, one disclosure elements, and I tl-_ink that ment agreement, released Zurich

to further restitution group of clients that would be cov- works to Zurich's favor, because and ltS subsidiaries from any future
ered under the agreement would be they are leading the pack in settling claims relating not only to the al-
those excess casualty insurance poh- this and being at the forefront of ad- leged bid ngging, but also linked to
cyholders that were sold their poli- ditional disclosures, and they are be- any action involving finite reinsur-

SCHAUMBURG, 111.-Policy- cretion of the review and analysis cies by one or more Zurich sub- ing viewed as, and appear to be, co- ance or nontraditional products
holders that participate in Zurich of each state's insurance regula- sidiaries through a unit exclusively operative with the regulators," said However, court papers say, that
American Insurance Co's $171 7 tor dedicated to selling insurance poli- Cincinnati-based independent in- agreement does not prevent insur-
million bid-rigging and pnce-fix- Michael T McRaith, director of cies brokered by Marsn & McLen- surance analyst John L Ward That ance regulators from the nine states
ing settlement will forfeit the the Illmois Division of Insurance nan Cos Inc between 2001 and lS "good for their image in the m- "including without limitation the
nght to restitution they could re- and chairman of the NAIC task 2004 The restitution fund iS not dustry," he added Florida Department of Financial Ser-

ceive under a future settlement force that helped craft the settle- limited to that group, though, and "I think the settlement r a good vices and the Office of Insurance

by New York regulators ment, said, "Since we were at the additional clients may be deemed settlement for Zurich The financial Regulation of the State of Florida,
Under the terms of the settle- table for this document helping ellgible, the spokesman noted. burden lS reasonable and one that from seeking and obtaining any and

ment Mth Zurich, the U S arm draft lt, we beheve the agreement At this point, there are only "gen- Zunch can easily absorb," he said all relief" against Zurich with regard

of Swiss insurer Zurich Financial iS a legitimate, balanced ap- eral understandings of what will be Jeffrey Berg, an analy.t with to any potential finite reinsurance-
Services Group, aggneved pollcy- proach to the conduct to which paid" by Zurich to pollcyholders af- Moody's Investors Service in New related claims Calls for comment to
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Pensions: More companies freeze defined benefit plans
Continued from previous page

existing plans, with younger, short-
er tenured employees, as well as
new employees, receiving future
benefits through souped up 401(10
plans.

Still others, such as Alcoa, are re-
taining their defined benefit plan
for current employees, with only
new employees covered through a
401(k) plan.

But while there are a wide variety
plans being affected in several dif-
ferent ways, the main reasons for
those freezes is clear: corporate de-
sire to reduce financial volatility
and retirement costs.

Many companies, in their an-
nouncements, cite volatility and
cost control as prime motivators for
their decisions to freeze defined

benefit pension plans.
For example, John Stropki, presi-

dent and chief executive officer of

Lincoln Electric, a Cleveland-based
designer and manufacturer of arc
welding products, said in a state-
ment that freezing its plan and
moving to an enhanced 401(k) plan
"will enable Lincoln to save on re-

tirement costs for new employees

and eliminate potential volatility in
the cost elements of our retirement

plans."
Volatility is inherent in defined

benefit plans, with changes in in-
terest rates and investment results

causing swings in plans' funding
levels and the need to contribute

more or less into those plans.
Employers had long accepted

volatility, but tolerance of it has
eroded sharply in recent years, ben-
efit experts say. One key reason is
the economic downturn following
the Sept. 11, 2001, terrorist attacks
in which equities markets sank and
interest rates fell, driving up plan li-
abilities, while plan assets fell.

For example, among 100 large
employers studied by actuarial con-
sultant Milliman Inc., plan assets
between the end of 2001 and the

end of 2002 fell by roughly $90 bil-
lion, or about 10%, while plan lia-
bilities increased by about that
amount, or nearly 11%.

The result was that plans that for
years had been overfunded sudden-
ly became underfunded, forcing
employers to make big contribu-
tions to those plans.

"CFOs began to scream about
volatility," said Sylvester Schieber,
director of U.S. benefit consulting
for Watson Wyatt Worldwide in Ar-
lington, Va. Their reaction was ex-

Employers had long
accepted volatility in

their pension plans,
but tolerance of it has

eroded sharply in
recent years.

acerbated, Mr. Schieber said, by the
fact that many of the CFOs began
moving up the corporate ladder
when plans were fully or overfund-
ed, insulating those executives from
the large and sudden cash demands
those plans could require.

The economic slide was the cata-

lyst for some employers to begin in-
tensive studies of whether to keep
their plans or to phase them out,
said Cecil Hemingway, a managing
principal in the Stamford, Conn.,

Survey: RIMS urges quality improvement
Continued from page 3

ers not paying contingent commis-
sions to brokers.

More detailed survey results will
be presented at RIMS' annual con-
ference next month in Honolulu,

according to Janice Ochenkowski,
RIMS director and treasurer.

Ms. Ochenkowski said that one

of the goals of the forum was to gar-
ner support for an industry working
group that would meet and discuss
improving the insurance placement
process, as well as work to enhance
RIMS' quality improvement process
tools and to create other quality im-
proving processes and procedures.

RIMS created its Quality Im-
provement Process program in
2001 as a means to guide and facili-
tate quality improvement in the in-
dustry. The program includes
guidelines for performance expecta-
tions, learning resources and perfor-

mance measurement tools.

"The participants all agreed that a
working group was a good thing"
and decided to reconvene in the

next six months, said Ms.
Ochenkowski, who also is director
of global risk management for Jones
Lang LaSalle Inc. in Chicago.

Frustrations surrounding the
timeliness and accuracy of insur-
ance policies, which have been
highlighted in the ongoing World
Trade Center coverage dispute, are
not new, she said.

"The point is, RIMS has worked
on the process and has decided to
work with its members and the in-

dustry as a whole to try to do some-
thing, so we can all stop talking
about it," she said.

Also present at the meeting were
executives from: ABD Insurance &

Financial Services, Arthur J. Gal-
lagher & Co., the Assn. of Insurance

& Risk Managers, the Council of In-
surance Agents & Brokers, the Fed-
eration of European Risk Manage-
ment Assns., the Financial Services
Commission of Ontario, Factory
Mutual Insurance Co., Liberty
Mutual, Lockton Cos. Inc., New
York State Department of Insur-
ance, the Property Casualty Insurers
Assn. of America and Zurich North
America.

In addition to various RIMS exec-

utives, also present were: Karen
Beier, vp-risk management for
Shaklee Corp. in Pleasanton, Calif.;
Barbara Devine, vp-risk manage-
ment for Standard Parking Corp. in
Chicago; Mike Fenlon, corporate
risk manager for United Parcel Ser-
vice in Atlanta; Terry Fleming, di-
rector-division of risk management
for Montgomery County, Md.; and
Kim Hunton, risk manager for the
city of Ottawa.

0/ Stock Index [ 3/20 - 3/24 1
Up-to-the-minute data for all 85 companies that comprise

the B/ Stock Index can be found at www.businessinsurance.com.

Percentage change of
8/ Stock index vs. key indicators

Bi Stock Index

2970.82

Dow Jones

11279.97

-1.25

0.602

Largest gains Largest losses

EMC Insurance Group 9.23% Fairfax Financial

Clark Inc. 7.75% Odyssey Re Holdings

Tower Group Inc. 6.71% Zenith National

Harleysville Group Inc. 4.27% AXA

Gainsco Inc. 3.61% Axis Capital Holdings

Weekly change by market segment

Brokers

S&P 500 . Insurers/reinsurers

1302.95 -0.33 Managed care organizations

Source: FinancialContent Inc. (h#p:#financia/content. com)

12.42%

-5.53%

-4.95%

-4.07%

-4.03%

1.72%

-1.01%

-0.39%

office of Towers Perrin.

"What you are seeing now is not
a knee jerk reaction," Mr. Heming-
way said, referring to the wave of
pension plan freezes. Corporations
have studied this issue at length, he
said.

Yet another factor driving some
employers to freeze their plans has
been the continuing uncertainty on
whether cash balance plans violate
age discrimination law. Many em-
ployers, believing that traditional
plans no longer met their and their
employees' needs, wanted to stay in
the defined benefit plan system,
but offer a cash balance plan in-
stead of a traditional plan.

But with Congress and regulators
refusing to end the uncertainty sur-
rounding cash balance plans, some
employers pressed ahead and froze
their defined benefit plans and en-
hanced their 401(10 plans.

"There would have been a much

better chance that employers"
would have stayed in the defined
benefit plan system if the legal en-
vironment for cash balance plans
had been settled, said Larry Sher, a
principal and director of retirement

Late News
Continued from page 1

Financial Services Group Inc., which
would retain 20% of the risks. The

Labor Department's final decision is
expected by the end of next month.

Nike bias suit gets
class action status
A U.S. district court judge in Chicago
has granted class action status to a
discrimination suit brought by 18
current and former black employees
who worked at a Niketown store in

downtown Chicago. The order
expands the number of potential
plaintiffs in the suit against Nike Inc.,
which operates the store, to more
than 230. The plaintiffs allege that
Nike segregated its black employees
into its lowest-level and worst-paid
jobs and denied them equal
opportunity for promotions to more
attractive positions, among other
charges. A Nike spokesman said the
judge's order does not address the
merits of the claims. "We just don't
believe that this reflects our

company's culture of inclusion and
respect" for its workers, he said.

Fairfax reports more
SEC finite subpoenas
Fairfax Financial Holdings and its
chief executive officer, Prem Watsa,
have received additional subpoenas
relating to finite risk coverage from
the U.S. Securities and Exchange
Commission. The subpoenas were
filed in response to Mr. Watsa's
answer to a question asked during a
Feb. 10 investor conference call

about an internal review of Fairfax's

finite risk contracts, the company
said in a statement. Fairfax unit

Odyssey Re Holdings Corp. last
month said it would restate its

results for various periods to
correct its accounting for certain

policy at Buck Consultants Inc. in
New York.

Amid the wave of pension plan
freezes, both employee and political
reaction has been muted with few,
if any, protests of the phaseouts.
Some say that employees today are
more focused on issues such as job
security rather than the design of
their pension plans.

"There is a general sense of inse-
curity in society. As companies
move jobs overseas" and when the
future of some companies is in
doubt, "a switch in pension plan
may seem relatively minor to em-
ployees," Watson Wyatt's Mr.
Schieber said.

The ultimate impact of the move
away from defined benefit plans re-
mains to be seen. Some employees,
such as those who work only a few
years or invest well, may do better
in a defined contribution plan than
in a defined benefit plan.

On the other hand, employees
who don't contribute to 401(10
plans or who retire at a time when
the value of their investments is

low will fare much worse, Mr.
Schieber said.

ceded finite deals.

Aviva scraps plans
for Prudential buy
British insurer Aviva P.L.C. late last

week withdrew its nearly $30 billion
bid to take over competitor
Prudential P.L.C. The terms of its

proposal were not accepted by
Prudential and it was not in the best

interests of Aviva's shareholders to

alter the proposed terms, London-
based Aviva said. Aviva noted it

reserves the right to make an offer
in the next six months in the event
Prudential reconsiders or a third

party announces a firm intention to
make an offer for the insurer.

Pennsylvania governor
vetoes tort reform bill

Pennsylvania Gov. Ed Rendell has
vetoed a bill that would have

ensured civil defendants pay only
damages they are found to be
directly responsible for in most
lawsuits. Under S.B. 435, sent to the
governor earlier this month, a
defendant found negligent or strictly
liable for an injury would be
responsible only for his or her share
of the total damages awarded to
compensate the plaintiff, in most
circumstances.

At Bus/nessinsum,ce.com

New Online Poll: Merger and
acquisition activity among
property/casualty insurers over
the next 12 months will:

1. Increase

2. Decrease

3. Hold steady

Items in the Late News column

originally appeared in
Bfs Daily News feature on
www.businessinsurance.com.

Visit the B/Web site to sign up to
receive Bfs Daily News by e-mail.
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